


TESIS DOCTORAL

Luca Sandona

2010



An Economic Personalist Perspective on Human Capital: A Compared Anthropological Interpretation

Index

Index of Figures

Index of Tables

Index of Formula

Sintesi

Presentation by Stefano Solari, p. i
Prefazione p. 25

Introduzione, p. 31

First Section. Human Capital in the Classical SchdoAn Embryonic Concept

Chapter 1. Human Capital in the Italian Classical £hool: Interiorization of Moral

Values and Practice of Civic Virtues

1) Introduction, p. 37
2) Human Capital in the Meridional Classical Schod8p
3) Human Capital in the First Generation of the Londbafenetian School,

p. 43
4) Human Capital in the Second Generation of the Ladwaenetian
School, p. 46

5) Conclusions, p. 51

Chapter 2. Human Capital in the English Classical &hool: The Introduction of the
“Homo Economicus” Paradigm

1) Introduction, p. 55

2) Human Capital in Smith, p. 56
2.1) Smith’s Human Capital and the Dietsdf Labour, p. 60
2.2)  Smith’'s Human Capital and Social Calnp. 62
2.3) Smith’s Human Capital and Workers’ Tragip. 64
2.4)  Smith’s Human Capital and the UnsitgrSystem, p. 65



An Economic Personalist Perspective on Human Capital: A Compared Anthropological Interpretation

3)
4)
5)
6)
7)

8)

Human Capital in Ricardo, p. 68

Human Capital in Malthus, p. 70

Human Capital in McCulloch, p. 71

Human Capital in Senior, p. 73

Human Capital in J.S. Mill, p. 76

7.1) J.S. Mill's Human Capital @©n Liberty p. 79
7.2) J.S. Mill's Human Capital Utilitarianism, p. 80
Conclusions, p. 81

Chapter 3. Human Capital in the French Classical Swol: A Liberalist Perspective
versusa Socialist One

1)
2)
3)
4)

Introduction, p. 83

Human Capital in the French Classical Libe@iél, p. 83
Human Capital in the French Classical Soci&idtool, p. 86
Conclusions, p. 87

Chapter 4. Human Capital in the Marxist Critique to Classical School: A Materialist

Anthropology, p. 89

Second Section. Human Capital in the Marginalist Swol: A Developed Concept

Chapter 1. Human Capital in the English Marginalist School: A Utility-Based Stock

1)
2)
3)
4)
5)

Introduction, p. 93

Human Capital in Jevons, p. 98
Human Capital in Sidgwick, p. 100
Human Capital in Marshall, p. 102
Conclusions, p. 104

Chapter 2. Human Capital in the Austrian Marginalist School: An Evolutionary

Approach

1)
2)

Introduction, p. 107

Human Capital in von Mises, p. 108

2.1) Von Mises’s Human Capital$ozialismusp. 109
2.2) Von Mises’s Human Capitaltluman Actionp. 112



An Economic Personalist Perspective on Human Capital: A Compared Anthropological Interpretation

3) Human Capital in Schumpeter, p. 115
3.1) Schumpeter’'s Human Capital in the Youndp@y, p. 116
3.2) Schumpeter's Human Capital in the Matune@y, p. 119
4) Human Capital in von Hayek, p. 122
4.1)  Von Hayek’s Human Capital befofbe Sensory Ordep. 124
4.2) Von Hayek’'s Human CapitalThe Sensory Ordep. 127
4.3) Von Hayek’s Human Capital aft€he Sensory Ordep. 129
5) Conclusions, p. 132

Chapter 3. Human Capital in the Chicago Marginalist School: The Mainstream

Theory

1) Introduction, p. 135

2) Human Capital in the Literature of the “Residofalgnorance”, p. 137
3) Human Capital in Mincer, p. 138

4) Human Capital in Schultz, p. 141

5) Human Capital in Becker, p. 144

6) Human Capital in Arrow, p. 150

7) Human Capital in the Theory of Endogenous Ghowt 152

8) Conclusions, p. 153

Chapter 4. Human Capital in the Alternative Approaches to Marginalist Schools:

Some Interesting Insights
1) Introduction, p. 157
2) Human Capital in the German Ethical School, 5%
3) Human Capital in the Heterodox Schools of Measient, p. 159
3.1) Human Capital in the School of the Retrospedtiethod, p. 159
3.2) Human Capital in the School of the Progpedtlethod, p. 162
4) Human Capital in the OECD, p. 165

5) Human Capital in the School of Capabilities1$8



An Economic Personalist Perspective on Human Capital: A Compared Anthropological Interpretation

6)

5.1) Human Capital in the School of Capabilitiekil&#sophical Aspects,
p. 169

5.2) Human Capital in the School of Capabilitiddicroeconomic

Aspects, p. 172

5.3) Human Capital in the School of Capabilitiddacroeconomic

Aspects, p. 176

Conclusions, p. 179

Third Section. Human Capital in the Personalist Schol: An Interesting Perspective

Chapter 1. Human Capital and the Concept of Person

1)
2)
3)

4)

Introduction, p.183
The Ethimological Meaning of the Word Person, 8 18
The Concept of Persarersusthat of Individual, p. 186

Conclusions, p. 191

Chapter 2. Human Capital in the Neo-Thomist Movemet and in Pope Leo XllI: The

View of Social Catholicism

1)
2)
3)
4)
5)
6)

Introduction, p. 195

Human Capital in von Ketteler, p. 196

Human Capital in Tapparelli d’Azeglio S.J. 200
Human Capital in Liberatore S.J., p. 204
Human Capital in Pope Leo XIllI, p. 206

Conclusions, p. 209

Chapter 3. Human Capital in the Catholic Solidarismand in Pope Pius XI and Pope
Pius XlI: The Dawn of the “Third Way”

1)
2)

Introduction, p. 211
Human Capital in Toniolo, p. 212



An Economic Personalist Perspective on Human Capital: A Compared Anthropological Interpretation

3)

4)
5)
6)

2.1) Toniolo’'s Human Capital and the Economic sHanology, p.
214

2.2)  Toniolo’s Human Capital and Capitalism, p621

2.3)  Toniolo’s Human Capital and Socialism, p. 218

2.4)  Toniolo’s Human Capital and Political Demograg. 220
Human Capital in Pesch SJ, p. 221

3.1) Pesch’s Human Capital and Economic Epistenylpg222
3.2) Pesch’s Human Capital and Solidarism, p. 226

Human Capital in Pope Pius XI, p. 228

Human Capital in Pope Pius XII, p. 230

Conclusions, p. 232

Chapter 4. Human Capital in the Community Personalsm and in Pope John XXIIl and in

Pope Paul VI: An Integral Anthropology

1)

2)

3)

4)
5)
6)
7

8)

Introduction, p. 235

Human Capital in Cardinal Pavan, p. 237

2.1) Cardinal Pavan’s Human Capital and the Social Aeciire, p. 239
2.2) Cardinal Pavan’s Human Capital and the EconomieQmul 242
Human Capital in Vito, p. 244

3.1) Vito’'s Human Capital and the Coordination ebBomy, p. 246

3.2) Vito’'s Human Capital in his Plan of Reform bélian Education

System, p. 249
Human Capital in Pope John XXIlII, p. 251
Human Capital in Mounier, p. 253
Human Capital in Maritain, p. 255
Human Capital in Pope Paul VI, p. 257

Conclusions, p. 260



An Economic Personalist Perspective on Human Capital: A Compared Anthropological Interpretation

Chapter 5. Human Capital in the Contemporaneous Pricipal Catholic Schools of
Economic Thought and in Pope John Paul Il and in Ppe Benedict XVI: A Love-Based
Anthropology

1) Introduction, p. 263

2) Human Capital in Pope John Paul Il, p. 263

2.1)  Pope John Paul II's Human CapitalLeborem Exercen$. 264
2.2)  Pope John Paul II's Human CapitaBallicitudo Rei Socialiand in
Centesimus Annup. 266

3) Human Capital in the American Neo-Conservatighddl, p. 269
4) Human Capital in the American Personalist Schpo?73

5) Human Capital in the Italian School of Civil Exony, p. 278

6) Human Capital in Pope Benedict XVI, p. 281

7) Conclusions, p. 285

Conclusioni, p. 287

Empirical Appendix

Preface, p. 293
1) Introduction, p. 293
2) Theoretical Analysis of the Venice HAI, p. 295
2.1)  Point of Analysis of the Venice HAI, p. 296
2.2)  The Economic Thought Beyond the Venice HAR®7
2.3) Methodological Imprinting of the Venice HAI, p98
3) Empirical Analysis of the Venice HAI, p. 300
3.1) Precedent Models of the Venice HAI, p. 300

3.2) The Venice HAI Model, p. 303



An Economic Personalist Perspective on Human Capital: A Compared Anthropological Interpretation

3.3) Content of Quasi-Structured Interview Usedhia Venice HAI, p.
304

3.4) Codification of Qualitative Data of the Veniddl, p. 307
3.5) Cluster Analysis of Venice HAI, p. 308

4) Our Development of the Venice HAI within a Peralist Perspective, p.
312

4.1)  Proposals of Ethical Parameters of Human @it 313

4.2) Human Capital as a Latent-Variable dependmognfEthics, p.
316

5) Conclusions, p. 317

Referencesp. 319

Documents of the Catholic Church p. 372

Index of Figures
n° 1: The Trend of Total Utility Function and Mangi Utility Function, p. 95

n° 2: The Trend of Individual Wages in the Workidfetime based on Stock of Training, p.
149

n° 3: Kaplan’s and Norton’s (2000) Balanced Scamtd4odel, p. 301
n° 4: Edvisson’s and Malone’s (1997) Skandia Naagilodel, p. 302
n° 5: Graphic Representation of Cluster Analysisuks, p. 309

n° 6: Ethics and Human Capital, p. 313

Index of Tables

n° 1: Sveiby’s (1997) Intangible Asset Monitor,30.3



An Economic Personalist Perspective on Human Capital: A Compared Anthropological Interpretation

n° 2: Dataset of Cluster Analysis, p. 310

Index of Formula

n° 1: Total Utility Function, p. 94

n° 2: Marginal Utility Function, p. 94

n° 3: Mincer’s (1964) Differential Wages Equationgl 139

n° 4: Mincer’s (1964) Differential Wages Equationg2 140

n° 5: Mincer’s (1974) Differential Wages Equationgl 141

n° 6: Mincer’s (1974) Differential Wages Equationf2 141

n° 7: Becker’'s (1964) Marginal Product Equationp/1145

n° 8: Becker’'s (1964) Marginal Product Equationp2146

n° 9: Becker’'s (1964) Equation of Present Valu€&ioin’s Profit, p. 146
n° 10: Becker’s (1964) Marginal Product Equatioqy3146

n° 11: Becker’'s (1964) Marginal Product Equatioqn4147

n° 12: Engel's (1883) Retrospective Method of HurGapital Measurement, p. 160

n° 13: Dublin’s and Lotka’s (1930) RetrospectivethMmd of Human Capital Measurement,
p. 161

n° 14: Weisbrod’s (1961) Prospective Method of Har@apital Measurement, p. 163

n° 15: Graham’s and Webb’s (1979) Prospective MettbioHuman Capital Measurement,
p. 164

n° 16: Marginalist Function of Individual Happinegs 173
n° 17: Sen’s (1985) Individual Valuation Functign,173
n° 18: Sen’s (1985) Individual Capabilities Funatip. 173

n° 19: Sen’s (1985) Individual Happiness Functjpn] 74



An Economic Personalist Perspective on Human Capital: A Compared Anthropological Interpretation

Sintesi

Il nostro lavoro espone in sequenza: una presemeaiel tutor professor Stefano Solari,
una prefazione, un’introduzione, un corpo del testddiviso in tre sezioni, una conclusione e
un’appendice empiricaQuest’'ultima &, di fatto, un piccolo elabora@®é stanteorredato da
un’introduzione e una conclusione ma si collegatstmente alla parte principale della tesi
perché costituisce uampplicazione concretadegli impatti derivanti dalla valutazione del

capitale umano in una prospettiva etica persoaalist

La presentazione del Tuta diretta a inquadrare la tematica di ricerca @sata cercando
di cogliere qual é stato mhetodoutilizzato e in qualspazioquesto elaborato si inserisce nella
letteratura economica. Il professor Solari, chesdéguito a passo a passo la redazione del testo,
fornisce al lettore alcuni suggerimenti per induade i punti di forza e i limiti
dellargomentazione e soprattutto tener conto defiorto originale che I'argomentazione

offre.

La prefazionevuole delineare quale sia statocntesto personale comunitarioin cui
guesto elaborato ha preso forma. Come da indicadalla commissione per il conseguimento
del Diploma de Estudios Avanzadal questo dottorato, abbiamo cercato di enucléare
modalita con cui e sorta e si e sviluppata l'ideadedicare questi tre anni di ricerca alla

tematica del capitale umano.

L’introduzione cerca, invece, di orientare piu dettagliatamentdeftore sui contenuti
presenti nel nostro lavoro attraverso wsahema interpretativoln questa parte di elaborato
poniamo l'accento sui criteri operativi che abbiamdottato per selezionare le scuole di
pensiero economico analizzate e mettiamo in luceagpetti piu originali della trattazione.
Infine, focalizziamo ilnessara il nostro lavoro di ricerca economica e lagwsta culturale del
progetto “Uomo-Polis-Economia” promosso dal&iudium Generale Marcianumn altre
parole, si cerca di chiarire che la concezioneopiogicaunitaria e integrale del soggetto
umano costituisce la base per l'individuazionertssi tra le diverse discipline del sapere e la

teologia e, nel caso specifico del capitale umapoadtutto tra economia e teologia.

La prima sezionesi occupa di identificare la concezione di capitamano presente nelle
teorie della scuola classica. Ci si concentra gela visione della scuola classica italiana in cui
I'obiettivo dell’economia coincide con la felicifaubblica, in quella classica inglese in cui
coincide con la ricchezza della nazione, in quabasica francese socialista in cui coincide con

'esaltazione dell’uguaglianza sociale, in quellassica francese liberale in cui coincide con
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'enfatizzazione della liberta economica, in queltaarxista in cui coincide con il
conseguimento della giustizia sociale. In partimla&i si sofferma su alcuni autori, primo tra
tutti Adam Smith, che hanno valorizzato il fattole capitale umano al punto da farlo divenire

il fulcro delle loro teorie.

La seconda sezione deputata all’analisi dell’evoluzione che il cottoedi capitale umano
ha subito con I'avvento della rivoluzione margistdi Si descrive, dunque, la concezione
antropologica insita nelle teorizzazioni degli au@ppartenenti al marginalismo inglese e a
qguello austriaco, mentre si descrive puntualmeatéetbria sul capitale umano operata dalla
scuola marginalista di Chicago. Su quest’ultimo rdpusi evidenzia la letteratura che ha
anticipato il celebre trattato di Gary Becker oigtto “Human Capitdl (1964) e quella che in
gualche modo I'ha sviluppato. In questa sezioneosaclude proponendo i principali approcci
sul capitale umana@lternativi allimpostazione marginalista. Si tratta di apptioche non
informano una scuola perché divergono tra loroibdmente sia per metodo sia per scopi ma
vengono raggruppati nello stesso capitolo perckiérgono dalla letteratura prevalente basata

sul metodo marginalista e il paradigma microecomondiell’*homo oeconomictis

La terza sezione caratterizzata dalla distinzione filosofica tda, una parte, il concetto
d’'individuo umano e il paradigma di “homo oeconouasit e, dall’altra, tra il concetto di
personaumana e il paradigma di “homo socio-oeconomicuagenns”. Siccome il concetto di
persona € storicamente legato all'apporto culturdéd Cristianesimo, si prendono in
considerazione gli scritti dei principali economgsittolici dalla fine del diciannovesimo secolo
a oggi. Riprendendo kaadizione aristotelico-tomistagli economisti cattolici svilupparono una
diversa configurazionalternativa della scienza economica sia rahinstreamsia agli altri
approcci visti alla fine della sezione precedehtatti, per gli economisti cattolici I'economia
€ una scienza “pratica” basata sul “giusto mezzistaelico, inserita in una tommasiana
visione organicistica della realta, ed eticamemnientata dalla moralita (non dal moralismo)
dell’avvenimento cristiano verso il bene comuneldre argomentazioni vengono riprese dalle

encicliche sociali dei Papi che costantemente rati@o il primato della persona sul capitale.

Infine, laconclusioneiprende sinteticamente le varie posizioni sul deiumano descritte
e discusse nell’elaborato cercando di confront@@doro secondo uni@ssonomiaOvvero, Si
individuano fondamentalmente delle categorie argaaiee in base a cui sono raggruppabili
le teorie dei diversi autori. La prima si fonda saincetto d’individuo umano e di “homo

oeconomicus”, assume una configurazione di capitet@no come stock di conoscenze
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tecnico-operative, strumento di controllo socialéneestimento strettamente economico. La
seconda si basa sul concetto di persona umandherdo socio-oeconomicus et agens”, pone
attenzione all'educazione integrale del soggetemstiene lo sviluppo organico della societa
mediante la pratica di comportamenti virtuosi deesone, conseguenza dellinteriorizzazione

di valori etici e morali.
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Presentation letter

PhD dissertation of Luca Sandona

The dissertation of Luca Sandona, entitksa Economic Personalist Perspective on
Human Capital: A Compared Anthropological Interpretation, consists of a historical
and theoretical analysis of the evolution of theioro of human capital in political
economy. This study can be included in the conteargofield of “economics of
education”, but its broad and critical perspectivakes it a more pervasive and
ambitious essay. Its aim is to work out an econowéw of human capital that is
consistent with the Catholic gospel and the sod@trine of the Roman Catholic
Church. From this perspective, the wide review aftigal economy theories functions
as a rich illustration of the evolving views of th@le of education and professional
training in the history of economics. The thesispmsed in this dissertation is that the
contemporary economic orthodox view of human cap#taather poor compared to
many conceptions proposed in the past. On the dthed, a vision of human capital
more in line with Christian anthropology would régua change of epistemology that
many economists are reluctant to make. In particulee Personalist conception of
human capital is based on a view founded in a nateralist and relational perspective
of society and the economy. This perspective sgady underlines the role of moral
values and the role of the “sense of communitythi@ appreciation of human capital.
Moreover, the fundamental point made in Sandona&ikws that of interpreting human

capital as a complex set of human attributes artdasca simple quantitative stock.
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Consequently, reductive and reductionist conceptmirhuman integral upbringing are
seen as seriously deceptive for any theorisatidruofan behaviour.

The dissertation unfolds by first presenting samge litteram conceptions of human
capital in the history of economic thought; thengevelops the human capital view of
the Personalist school, connecting it back to tle@egis and progress of Social
Catholicism in political economy. Sandona makespackl effort to connect the
development of economic theory by Catholic econtsmégth the progression of the
social doctrine of the Church, while also highlightthe contributions of the popes in
the last century. Finally, in the appendix of theatise, Sandona enters the tricky field
of the empirical assessment of human capital frensanplex a perspective as that of
Personalism.

The analytical framework of this dissertation issé@d on the conceptual realism
strictly framed by the anthropology of Catholicisihis epistemology derives from the
broad Aristotelian-Thomist perspective traditiogadidopted by scientific Catholicism
for the study of social matters. Sandona, in paldic adopts the more specific
perspective of Personalism, which owes much toptmésophical (and theological)
studies of John Paul Il. The consequence is tloatirary to positivistic theories, this
approach explicitly adopts value judgements conogravhat is morally good for a
person and for the economic system. This allows ah#hor to adopt a broad and
realistic view of what aood upbringing is and of which element of education is most
“productive” for the single person as well as farciety. In this perspective, a
fundamental assumption is that individual goodn§/dypothetically, not practically,
separable from the common good. From this hypathése author derives the role that
values, relationships, reciprocity and altruismtaut forgetting common faith) play in
the formation of the stock of human capital.

The interesting point underlined in the dissertati® that some of these elements
have been considered relevant by many classicaloeagts. They were considered
essential by some Italian economists of the 18thtucg, who were still under the
influence of broadly-intended Aristotelianism. Etugally, at the end of the 19th
century, this view became minoritarian, and thacathelements were dropped from

theorisation for the sake of positivistic and fohzed theories. More recently, the “re-

i
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invention” of human capital, due to the Chicagoasthat the middle of the 20th
century, had the merit to re-focus the attentionecbnomists on education and
professional training. On the other hand, scholaspired by the Chicago approach,
imbued with the positivistic spirit of the timesjapted a somewhat individualistic and
materialistic conception of human capital, droppfrgmn their theories and empirical
tests the essential elements that actually helfd lzuicollaborative community and a
well-performing economy.

The dissertation is based on a large number ofeefes, and from this point of
view, it is more an extensive work on the literatur search of the different uses of the
concept of human capital rather than an intenseagch for a specific theorisation of
this notion. As a consequence, the literature vestieis quite broad. Moreover, we
should underline how the author considers alsomaben of scholars and works which
are not widely known also to specialists (e.g. @edPavan). Obviously, many
important scholars are missing from this dissertatbut this fact has not affected its
capacity to propose a complete and organic piatfithe subject. Similarly, there are
also some missing links from this reconstructioriha evolving conceptions of human
capital. It is the role of John Dewey’'s pragmatevalution in pedagogy and its
influence on economics as well as the role of thketemporary heterodox theories of
the firm that connect Hayek’s knowledge theory witie Schumpeterian conception of
the entrepreneur (competence-based approachesHemmose to the idea of dynamic
capabilities). This, however, would have been gaitdemanding task relative to the
aims of the author, who tends to focus on the cotme between classical theories and
the Personalist perspective.

The argumentation is complete and coherent thrawghioe work. Theoretical
elements are presented in detail, while the practisif the reasoning is obviously
limited by the non-perfect comparability of thefdient theories analysed in this work.

We can conclude that the thesis is relevant andviive. Its originality lies in the
way it breaks with contemporary conventionalismdgarching for human capital in
past contributions. Its strength is the delicatansxtion between economics and the
Catholic gospel in this specific field of inquiry-ather under-analysed thus far. The

thesis emerges clearly and boldly from the texte Kmowledge expressed in this

1i1
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dissertation is at the same time respectful ofiticads and provocatively in opposition
to the intellectual mimetism of contemporary labeaonomics. It builds from achieved
economic theories and from Social Catholicism amus&halism, building bridges
between formal modelling and more “practical” ecmo science without refusing to
dialogue with orthodox economic thought. As a couosece, this work surely
contributes to the increase of our knowledge ia tigld of economics.

Padova, October 5, 2010

The tutor,
Prof. Dr. Stefano Solari
University of Padua,
Department of Economic Sciences
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Prefazione

Questo lavoro inizia dal settembre del 2007 camZio dei corsi della scuola di
dottorato “La Sociedad Plural” promossa dall'unsir “CEU Cardenal Herrera”
di Madrid in collaborazione con lo “Studium Generdarcianum” di Venezia.
Tuttavia, la ricerca ha trovatoirput nel discorso per la festa del Redentore
pronunciato dal Patriarca di Venezia nell’estaté 2@06. In quell’occasione |l
cardinale Scola propose un’acuta riflessione smatéEducare in una societa in
transizione”. Le argomentazioni a favore di un pgsD dicrescita integraledella
persona all'interno di umontesto comunitarigorovocarono, € non poco, le mie
convinzioni di orientamento individualistico fornmtdurante gli studi nella facolta
di economia. A quel tempo, ero convinto che |'ecimae coincidesse
esclusivamente con I'accumulazione di nozioni ditaldla applicare nel lavoro per
percepire una retribuzione. Non davo percio ascatfoalcuni amici, con cui
condividevo il cammino dell’esperienza cristianagcando cui l'educazione
consisteva nellaifitroduzione alla realta totalé (Jungmann, 1939: 20). Prevaleva
in me unadicotomiainesorabile: da una parte c’era lo studio, spessoso, delle
materie economiche e dall’altra c’era il tempo ldda impiegare per i miei hobby
e, talora, per la mia crescita spirituale. Del aestlibri di economia che ero
costretto a studiare mi inducevano a qudstana mentiscosi come la maggior
parte delle frequentazioni che intrattenevo in fidcoon i docenti e i colleghi erano
animate dal principio egoistico decantato da Adamitls Insomma, avevo studiato
'essere umano come unhdmo oeconomiclise poi ne avevo piu volte
sperimentato la veridicitd direttamente nella miapegienza relazionale.
Ovviamente, sto generalizzando perché anche neltaltd di economia si
incontrano dei professori umanamente straordinddi €@ompagni di corso molto in

gamba.

In secondo luogo, mi sembrava il classico tentatlvétirare acqua al proprio

mulino” I'esortazione del Patriarca di creare ustaina istituzionale in cui in nome

25
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del principio disussidiarietale scuole e le universita private potessero caopoer
con quelle pubbliche nel mercato educativo sullsebdi una vera possibilita di
scelta della famiglia dell'educando, cioe senzaroagere i genitori a pagare una
retta oltre al contributo che gia sostengono attdSper il servizio di istruzione
tramite la fiscalita ordinaria. Cid che non mi comeva non era la competitivita
che si sarebbe venuta a creare, poiché da ecomoensstato formato a valorizzare
sempre il principio di concorrenza, quanto all’idebe nell’arena pubblica si
potessero confrontare liberamente proposte cuiltaltarnative. Personalmente, ero
convinto che cid0 mettesse a repentaglio I'oggététivella conoscenza poiché
sostenevo che la scienza, compresa quella econolnvesse un connotato di
incontrovertibilita che solo umpproccio neutralead essa poteva garantire. Su
questo punto, ossia la neutralita della conoscelezparole del Patriarca in una
lectio magistralis(2007b) all’'universita “Cattolica” di Milano open@no in me un
radicale cambio di veduta. Infatti, il cardinal &&mi persuase che ogni approccio
educativo, anche quello che si autodefinisce nleyt@@resuppone ummpianto
valoriale che lo informa. La neutralita in sé non esistecpéi essa stessa e
un’affermazione di verita. In particolare, la varitlello scientismo consiste nel
sostenere che non esiste una verita metafisicah@dianica verita possibile é
quella legata alla dimostrabilita empirica di umagmsizione. In campo economico
lo scientismo si & tradotto in un positivismo aato sulla base di una filosofia
utilitarista secondo cui qualsiasi azione umanahanquella non strettamente
economica, € ispirata dal conseguimento di un tam@®. In questi termini si
esclude I'esistenza dgiudizi di valoresulle azioni poiché si presume che l'unico
valore sia l'utilita (Zamagni, 1994: 62). Al conti@ se si pensa al giudizio che un
aspirante sposo emette sulla bonta per la suadeita relazione amorosa con la
futura sposa (Richi Alberti, 2004: 16) si constate il giudizio di valore &€ un

fattore concreto che inerisce al processo decikgona

Una volta sfatato il mito della neutralita, ho cdiimabbracciato in pieno la

proposta del Patriarca sulla questione educatima @o fatto 'oggetto della mia

! La citazione tedesca originale Eifie Einfiihrung in die Gesamtwirklichkgit
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tesi di laurea specialistica sotto la guida delfggsor Danilo Bano nell’'estate del
2007. Solo qualche giorno dopo la discussione an\Rdenza ha voluto che mi
fosse proposto di partecipare alla prima edizioeé mtogramma di dottorato
europeo La Sociedad Plurdlper cercare di andare piu a fondo di cio cheandti
avevo un po’ tratteggiato. In seguito all’incontron i qualificati relatori dei corsi
di dottorato frequentati si rendeva chiaro in medkiderio di dedicare la tesi di
dottorato alla tematica detapitale umanp ovvero all’importanza dell’'essere
umano nella dinamica di formazione del valore ecaico. Si trattava, pero, di
affrontare la tematica con quekguardo unitarioal sapere di cui Papa Benedetto
XVI parlo nel suo discorso all'universita di Ratista nel settembre del 2006 e di
cui I'attivita del progetto interdisciplinare “Uord@olis-Economia” dellcStudium
Generale Marcianumha costituito un felice tentativo concreto (Riohlberti,
2007a, 2007b, 2008a, 2008b, 2009, 2010; Goggi, ;2@&hdona Le., 2010;
Sterpini, 2010). Dovevo fare uno sforzo non da ppecché mi era richiesto di
avanzare un discorso economico con tagione allargataalle conoscenze degli
altri campi del sapere, primo tra tutti la teolodio significava scontrarsi fin da
subito con la prevalente letteratura accademicafalael’economia una scienza

auto-referenziale e auto-sussistente.

Tuttavia, la Provvidenza mi ha dato una mano. Inf& sapiente guida e la
testimonianza cristiana di monsignor Gabriel Ritierti mi hanno permesso di
scoprire la “dignita culturale” del Cristianesim@onostante fin da piccolo avessi
ricevuto una fervida fede, non avevo mai comprdsola fede fosse un metodo di
conoscenza. Meglio, ritenevo che la fede avessieapamda dire per certe branche
del sapere, come per la letteratura e la filosafia, che non potesse inerire la
disciplina economica. Eppure, I'esperienza personalle relazioni sviluppate
negli ambienti deMarcianume nella compagnia di alcuni amici mi erodeva pian
piano questa mia certezza. Sennonché proprMaatianum ritrovo una ragazza
che avevo incontrato a una cena un anno prima eamewo mai piu rivista. La
ricordavo perché era carina e anche perché inaqoefia mi aveva parlato della sua

tesi di laurea in filosofia sul proceduralismo etidi Jirgen Habermas. Guarda
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caso, nel luglio 2005 avevo letto un’intervistaAdddo Cazzullo al cardinal Scola
sul Corriere della Seran cui il Patriarca indicava in Habermas un filtisoon cui,

al di la delle divergenze, si poteva convenireasakcessita di un confronto a 360°
tra uomini religiosi e non. Non sapevo chi fossdéfenas, né cosa sostenesse, ma
per la stima che da sempre nutro nei confrontiRégtiarca mi fidavo che fosse un
interlocutore interessante. In ogni caso, non poteve rimanere stupito da una
studentessa di filosofia che non facesse traspdiriessere fortemente di sinistra e
fortemente anticlericale come tutte le altre sttelese di filosofia che avevo
conosciuto a Venezia. RitrovataMhrcianumun anno dopo questa ragazza stava
scrivendo la tesi della laurea specialistica smitli della visione delle fede di
Severino alla luce dell’enciclicBides et Ratiq1998) di Papa Giovanni Paolo II.
Con lei inizio un dialogo fecondo sul rapportofiede e ragione, tra fede e scienza,
tra fede e vita. Due anni e mezzo dopo, abbiamdsalati presentarci all’altare

assieme per riceveresacramento matrimoniale

Infine, sempre la Provvidenza ha voluto che in anvegno del maggio 2008
conoscessi il professor Stefano Solari dell’'uniitarsli Padova. Questi mi colpi
molto perché non mi era capitato spesso di inconpaofessori di economia che
rispondessero gentilmente e prontamente alle n@larda caso nell’autunno
successivo Solari insegnava come supplente di rfi8eiedelle Finanze”
all'universita Ca’ Foscari di Venezia dove facew aksistente al corso di “Etica
Economica” tenuto dal professor Bano. | nostri iofacevano si che talvolta ci
trovassimo per caso al bar vicino alla facolta® cominciammo un po’ a parlare e
si cre0 unamicizia culturale e cristianaAl professor Solari devo moltissimo: la
testimonianza concreta che si possono produrre ifigagd pubblicazioni
scientifiche in economia ancorandosi all’antrop@ogristiana; la direzione nella
pubblicazione di alcuni miei articoli e nella reda® di questa tesi di dottorato; i
suggerimenti sulle letture da svolgere e sugli duta approfondire; le indicazioni
di stile sulla presentazione delle note, dellaibdrbafia e della impostazione grafica
del testo; l'invito a imparare bene l'inglese eegdere e scrivere in inglese per

presentare elaborati che hanno un valore a livielternazionale. Per imparare
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I'inglese ho cosi pensato di andare nella patrilledenomia: gli Stati Uniti.

L’amico professor Felice, conosciuto per caso tarimet, mi ha suggerito la citta di
Washington DC dove lui stesso aveva svolto un swggi anni addietro. Cosi
grazie al professor Stephen Schneck, relatore rlegmo sulla “Societa Plurale”
organizzato dal Marcianum nel settembre 2009, hiutpoessere accolto come
Visiting Scholaralla “Catholic University of Ameri¢aLi e durante un periodo a
New York ho avuto modo di conoscere personalmdotea grandi personalita del
mondo culturale cattolico americano come il cardiReancis Eugene George
O.M.I. di Chicago, presidente della conferenza cgpsale americana, il filosofo
Charles Taylor, il filosofo Alasdair MacIntyre,sbciologo Robert Royal, il teologo
George Weigel, il politologo Michael Novak, e mo#iconomisti come Charles
Clark, Edward O’Boyle, John Davis e Daniel Finn.sEmpre li ho ricevuto
l'insperata bella notizia dell’erogazione di un tegso finanziario all’'ultimo anno
della mia ricerca da parte della Fondazione Ismrez di Treviso che, in un
periodo di forte crisi economica, ha avuto il cayagdi investire concretamente

risorse finanziarie su un giovane studioso catbolic

Insomma, in questi tre anni di dottorato sono agtacholti fatti: mi sono
sposato, ho incontrato grandi personalita cattelidio capito che la fede € un
metodo di conoscenzache fede e ragione sono complementari, ho inpanza
concezione antropologicetegrale e unitaria dell’essere umano, ho sviluppato
alcune amicizie che, senza dubbio, sono stateideqi®r orientare la mia vita e
cogliere labellezzadella proposta cristiana. Si tratta di un itinerarthe questa tesi
di dottorato in qualche modo racconta tra le rigisiché, come qualsiasi altro
economista (anche se non lo ammette), parlo di ot a partire dalla mia
esperienza personale della realta. Sul mio sguarddono moltissimi fattori
contingenti, educativi, sociali ma incide e speradera sempre di piu la memoria

della risurrezione di Gesu Cristo.
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Introduzione

Pur mantenendo fede alétatuto epistemologicdella disciplina economica, come
la modalitd di indicare i riferimenti bibliograficdimostra, questo lavoro si
caratterizza per umterdisciplinarietatra economia e altre scienze e tra diversi
settori scientifico-didattici dell’economia. La pra tipologia di interdisciplinarieta
e presente in tutto il testo e cerca di tradurnecoetamente la sfida lanciata dal
progetto di dottoratol‘a Sociedad Plurdl Siccome il soggetto umano € un essere
unitario occorre considerarlo in tutte le sue diverse stuneama senza ridurlo ad
un oggetto di indagine scomponibile a scompartimstiagni. Allo stesso modo |l
sapere @nitario e, pur potendo o addirittura dovendo prenderlcoimsiderazione a
parti circoscritte, non si deve ultimamente tral@ascil suo carattere indivisibile. In
proposito, ci sembra prezioso citare un lungo #etidella prolusione del cardinal
Scola in occasione dell'inaugurazione deitudium Generale Marcianuahel 24

aprile 2004. Il Patriarca di Venezia affermo:

Pur non pretendendo di portare rimedio alla odierna
frammentazione dell'oggetto del sapere — questmraplessa
connessa con il problema epistemologico della rszoes
demarcazione delle varie discipline — essa (la psip del
Marcianum) non rinuncia a perseguire con tenacianlta del
sapere stesso. Cosa si intende per unita del stmdet sapere
e quali fattori € necessario mettere in atto petuatlia? In
proposito mi sembra opportuno fare riferimento &mto a due
fondamentali proprieta costitutive dellumana rage intesa
qui nella sua accezione piu larga come plesso ttii itfattori di
“apprensione” e di “affezione” che coinvolgono I'meo “uno
di anima e di corpo” (GS: n°14). Queste proprieténe

I'apertura integrale e la ricettivita. Nella conoseza la ragione
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si rivela anzitutto capace di un’apertura integralei confronti
dell'oggetto. Essa e veramente in grado di adeguarecalta
(“adequatio rei intellectus”, Tommaso). Si attuaiqulivello
piu elementare della verita. Non si da verita serpgesto
sguardo integrale. Scrive il giovane Wojtyla nelaahma
“Fratello del nostro Dio”: “Non si pud pensare s@hto con un
frammento di verita, bisogna pensare con tutta &ita”.
Quanto alla seconda proprieta della ragione, laetitvita, mi
piace citare un illuminante passo di Balthasar “Blitivita dice
il restare aperti (della ragione) per qualcosa dial ... significa
avere finestre per tutto cio che esiste ed é WRicettivita dice il
potere e la possibilita di ricevere in casa proptiaa realta
estranea e per cosi dire ospitarla”. Con una beletafora la
ricettivita viene definita, in ultima analisi, conte “capacita di
farsi regalare da quest’esistente la sua propriaite&. Questa
ricettivita non & affatto passivita ma, al cont@ri
'espressione dinamica del “selvaggio e vivo iredl
delluomo”, per utilizzare un’efficace formula deCard.
Newman. Se la ragione in senso pieno e in graduositare il
reale, allora una capacita di unita e insita, in gerto senso a
priori, nel soggetto personale. Colui che ricevaclae se i doni
sono molteplici, possiede in se stesso la risoevaggcoglierli.
Essa consiste nella capacita di unificarli. Ricewattengo, e
quindi imparo, se unifico. Le naturali proprieta thtegrale
apertura e di ricettivitd offrono alla ragione laopsibilita di
elaborare un principio unificatore vitale — la pdeo“principio”
non va ridotta intellettualisticamente — per afftare la realta
nella variegata gamma delle sue espressioni. lzdodi tale
principio sintetico ogni uomo, fin dalla prima imfaia, puo
cominciare ad imparare per poi perfezionare le snaoscenze

lungo tutta la sua esistenza. L’educazione consaitera
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nell'offrire questo principio sintetico vitale adliggettiva
capacita della ragione libera di ogni persona cadeguando la
realta, ne riconosce l'intelligibilita. Questo pwGipio non &
un’idea astratta ma, lo ribadisco, esige I'armoniseiluppo di
tutto I'io. (2004: 24-25)

La seconda tipologia interdisciplinarieta riguapia da vicino la suddivisione in
sezioni dell’elaborato. Infatti, nelle prime trezgmi lo scritto ha in prevalenza un
orientamento dstoria del pensiero economic8i passano in rassegna le principali
scuole di pensiero lungo la storia cercando divikddiare quale concezione di
capitale umano promuovessero all'interno delle tearie. All'interno del pensiero
delle diverse scuole si tenta, inoltre, di demardardifferenze e le affinita tra i vari
esponenti concentrandosi su quelli che introducargmmentazioni piu originali.
Gli studiosi presi in esame sono sempre econofnmstenso stretto, ossia coloro
che in gergo tecnico si chiamano studiosiedonomia politica Nella quarta
sezione, invece, introduciamo la papié originale di questo elaborato riferendoci
al capitale umano nellgersione personalistpresente nel pensiero dei principali
economisti cattolicie nellaDottrina Sociale della Chiesdnfine, nell’appendice
empirica proponiamo una digressione su un nosifoppo personale del progetto
di ricerca Venice Human Asset Indegui abbiamo partecipato anche su invito
della commissione per il conseguimento Bghloma de Estudios Avanzadds!
progetto di dottorato L'a Sociedad Plurdl Si tratta di una riflessione

sostanzialmente ditica economicaulla base dell’analisi di dati quantitativi.

D’altra parte, questo lavoro presenta limite che vogliamo fin da subito
indicare. Esso riguarda la scelta delle scuoleedspero economico analizzate. Per
questioni operative abbiamo deciso di focalizzaradstre energie sulle principali
scuole che nella specifica tematica del capitalanorhanno avanzato qualcosa di

particolarmente significativoNon abbiamo esaminato, dunque, alcune scuole di
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pensiero molto importanti perché nello specificgoanento del capitale umano non
hanno prodotto materiale di speciale valore. Pemg#, John Maynard Keynes e
gli autori keynesiani hanno prodotto teorie di glanspessore in ambito
macroeconomico, ma nelle loro opere non troviamccia di interessanti spunti
riferibili alla tematica del capitale umano. Dest®, la nostra scelta delle scuole di
pensiero da considerare e quelle in qualche modiwadaurare € avvenuta anche
tenendo conto delle pubblicazioni ldtteratura secondariasull’argomento i cui
principali autori sono Mark Blaug, Edwin West e f8te Spalletti. In proposito, &
bene precisare che nel nostro elaborato la letiteraecondaria € utilizzata e citata
nel testo principalesolo quando attiene allo specifico tema del chipitanano
mentre viene menzionatpasi solamente in notael caso di consigli bibliografici
per 'approfondimento di altri aspetti della scuoladell’autore. Leggendo questa
tesi si riscontrera senza dubbio che sono presetgvoli commentili letteratura
secondaria riguardo ad alcune scuole di pensierdrmsonaorari, se non assenti,
le valutazioni di letteratura secondaria riguardoadire scuole di pensiero. Infatti,
questo nostro lavoro ha tenuto conto di tutte leokcdi pensiero esaminate dalla
letteratura secondaria disponibile e neohiginalmenteintrodotto delle altre che la
letteratura secondaria non aveva mai analizzatwdirsalve pochissime eccezioni.
Piu precisamente, possiamo dire che le scuole temmente oggetto della
letteratura secondaria riguardanti la tematica cdglitale umano sono: la scuola
classica inglese, la scuola marginalista inglesecliola marginalista di Chicago e
gli altri approcci alternativi all'impostazione ngamalista. Invece, le scuole che non
sono mai state analizzate prima di questo lavalvps ripetiamo, rare eccezioni,
sono: la scuola classica italiana, la scuola d@asancese, la scuola marxista, la
scuola marginalista austriaca e tutte le scuoletraati nella quarta sezione sul
personalismo economico (dal Cattolicesimo socidla acuola dell’economia

civile).

Dobbiamo, infine, precisare che cosdendiamoper capitale umano. Come
spiegheremo nel testo, questa nozione acquistttdidna definizione ufficiale nel

1960 con il discorso di Theodore Schultz nella inne annuale delimerican
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Economic AssociatiorMa nel nostro lavoro dimostriamo che piu chemi movita

si tratta di una formalizzazione di un concetto éhsemprestato presente nel
pensiero economico, anche se in modo analiticammetgo circoscritto. In ogni
caso, nel nostro elaborato per capitale umano didero il ruolo della persona
nella dinamica economica sia in terminicdimpetenze capacitasia in termini di
apportomorale ed etico legato allapersonalitadel soggetto umano. Ci riferiamo,
dunque, al concetto di capitale umano per distirgguéefattore-lavoro” rispetto al
fattore del capitale materiale nella funzione diduzione e per indicare all'interno
di questo “fattore-lavoro” i fattori psicologici,osiali, etici e religiosi che ne
determinano l'operativita e la produttivita. In sado luogo, ci riferiamo al capitale
umano per indicare quegideali di vita buonache determinano il modo di
comportarsi e agire degli uomini nella societa gleimella consapevolezza che da
essi dipende la modalita della persona di affrentem solo il lavoro ma anche gli
affetti e il riposo (Scola, 2007a). Di conseguenz®l capitale umano
identifichiamo I'esperienza umana elementare chattizza ogni uomo e che,
come insegna il cardinal Scola (1997: 199-2133sprima nell’'esperienza religiosa
e trova compimento nell’esperienza cristiana. Sb#lae di questa consapevolezza
possiamo dire che, sebbene in forme diverse, l'uotinoduemila anni fa
sperimentava le stesse esigenze e coltivava gksisteesideri delluomo
contemporaneo. Ecco perché il pensatore spagnolgeriu d’'Ors diceva
giustamente che nell’ambito della riflessione uméné#o cio che non é tradizione
e plagid (cit. in Richi Alberti, 2009: 128). Ebbene, lerabstanze storiche e la
Provvidenza ci hanno dato la possibilita di sc@ptieccezionale ricchezzdella
Tradizione cristiana sull’economia come luogo im leupersona esprime se stessa

tramite le sue azioni (Wojtyla, 1969).
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First Section. Human Capital in the Classical SchdoAn Embryonic Concept

Chapter 1.

The Concept of Human Capital in Italian Classical $hool:

Interiorization of Moral Values and Practice of Civic Virtues.

1. Introduction.

The Italian world &ducazion&includes the concepts expressed in English by the
terms “education” and “training” and even adds ittea of a proposal of method
of knowledgefor experiencing the philosophical/religious trush whole reality
(Vito, 1962). This terminological difference is imgant for understanding
adequately the particular stress of Italian cladssrholars concerning human

capital.

The lItalian classical economists pointed out thaisimpensable practice of the
good habits and the fundamental application of divec virtues for developing
commerce and increasing wealth in society (BiancHifi82). They designed an
economic architecture called “civil economics” thaats focalized on human person
and aimed at achieving “public happiness” (Bruni2003). The concept of public
happiness was intended as the material and spigaisfaction of the maximum
possible number of people. The Italian classicahemists promoted the defence
of human dignity of every person and praised tHerisation of the un-reducible
value of intermediate bodies, such as family, assioas, groups, enterprises, and
so forth (Roncaglia, 1995). In this way, they highted the centrality ohuman
relations within community for increasing the well-being afcgety. On the other

hand, for Joseph Schumpeter the Italian classichbad of economic thought
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dominated the field of the pre-Smithian system producti¢h954, p. 176) and for
Luigino Bruni and Stefano Zamagni to say econoncsXVIII century meant

«necessary to say Ita¥ (2004, p. 71).

However, the Italian classical school is converdinsubdivided into different
groups, Meridional, Tuscan, and Lombard-Venetiatahee Italy was not united at
that time® The first was mainly concentrated in the city aip\es where a wider
cultural illuminist movement existed. The secondswed by Sallustio Antonio
Bandin" who did not write a specific treatise concerningrian capital because he
focused his energies on the reclamation of the Mara marshlands (Nardi Spiller,
1991, p. 376-377). The third included two succegdjanerations of scholars who

dealt with the topic in different ways.

2. Human Capital in the Meridional Classical School

A lot of important scholars, such as Ludovico Bian® and Gaetano Filangiéi

belonged to the Meridional group. However, the ilegdigure was undoubtedly
Antonio Genovedi He was a Catholic priest who taught ethics andamo
philosophy at Naples University where later he hbklfirstchair of economics in
the world (Michels, 1916). Genovesi developed tleeaantilist view of economics
by reconciling free competition with protectionigblicies in order to solve the
economic problems of the people (Fusco, 1988). dddde is famous for his
realism, his ability to merge observations and sstigns from diverse disciplines
and his desire to improve the quality of life inpWes (Villari, 1958). However, he
iIs also known for not having built a systematic oitye On the other hand,
Francesco Ferrardsriticism of Genovesi as lackingkementary ideas (1850, p.

% The lItalian original quotation isnécessariamente dire Italia

® Italy became a nation in 1861, although the regibvieneto was included only in 1866.
* Sallustio Antonio Bandini (1677-1760)

® Ludovico Bianchini (1803-1871)

® Gaetano Filangieri (1752-1788)

" Antonio Genovesi (1712-1769)

8 Francesco Ferrara (1810-1900)
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XXXVI) appears exaggerated. As Ferrara was the nmogortant Italian positivist
economist, he probably wanted to emphasise his sijp@o to the connection
Genovesi made between ethics and economics. In Eagfenio Zagari explains
(2007, p. 7) that Ferrara did not believe thatiaree which was based on religious
and political principles could exist, while Genovesnceived economics as central
in a network of moral values in which human motimatwas not reduced to mere

self-interest.

Genovesi proposed an interestirgationship paradigm in the social context,
because he noted that people spontaneously desi@dtivate a connection with
others. In his opinion, people get more pleasurenvbthers participate in their
satisfactions. Genovesi thus described humans iagshéad imago Dei*® —the
biblical anthropological conception that the trait of Catholic theology
developed. In other words, Genovesi argued that Mlystery of the Trinity
explained the truth of human anthropology. The §tfamn God is an unique being
constituted by three personal entities. The retatibfree and mutual love between
the Father, the Son and the Holy Ghostcmnstitutive—not integrative or
complementary—of the substance of the divine Beingonsequently, Genovesi
believed that people are completely themselves avien they live in free
communiorwith others (Bruni, Pelligra, 2002). In this seng® common good of
human community is the condition for the fulfilmeuwit every single person. The
guality and level of sociality thus constituted @mportant dimension of public
happiness (Zamagni, 2003).

On the other hand, Genovesi’'s approach was boembderate Enlightenment
environment where the salvation of society was icemed achievable only by
human creativity. This mentality developed the fatelian-Thomist concept of
economics based qgoractical reasonconcerning the determination of a series of

° The Italian original quotation isidee elementari
1 Genesis, 1:27:God created man in his image; in the divine imageteated him; male and female he
created theni
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moral principles, ethically oriented, which havel® applied to actual situations
(Bianchini, 1996; Solari, Corrado, 2009a). But Lliuitgparelli d’Azeglid? the
founder ofCivilta Cattolica and forerunner of Social Catholicism, criticisduk t
Meridional scholars for the underestimation of tk#ristocentrism of the
Scholastic tradition in building an ordered sociefaparelli indirectly confused
(1854) Genovesi’s thought for neglecting the rdi®mvidence in history and later
directly attacked it for attaining rationalisticjebtives of radical change of society
“by competing with the misbelief of the encyclopstéd? (1857, p. 547). However,
in Genovesi’s theory, the relationship was not astrument but an essential
presupposition for the economic and cultural grovath people and human
communities. Giuseppe Palmiériobserved (1792, p. 192) that belonging to a
community is an indispensable ingredient for a gdifed and that without it, a
person cannot attain happiness. In his opiniomas thus better to economically
grow less together than to grow more alone.

In other words, the Neapolitan Enlightenment triecadd romantic (Idealism)
and rationalist (Enlightenment) ideas to the Grdekjn and Catholic tradition
(Christian Realism). While the ideals of freedomuality and justice were being
popularised in France (Bousquet, 1960, p. 12),vilees of care of traditional
family and of obedience to the religious and calthorities were the norm in
southern Italy. Moreover, there was a broader calltonovement in Naples during
this period represented by Vicoin philosophy, Alfonso Maria de’ Ligudfi in
morality and Domenico Scarldttiand Giovanni Battista Pergol&sin music. This
movement influenced the Meridional economists &fgmpractical publicationgo

abstract ones (Screpanti, Zamagni, 1989, p. 62¢y Thd not write for pride or

' For a deep knowledge of this dogma of Christidthfaee the piece of section two, part two of the
Catechism of Catholic Churchpproved by Pope John Paul Il and officially atethio his Apostolic
Constitution Fidei Depositurh(1992).

2| ugi Taparelli d’Azeglio (1793-1862)

3 The Italian original quotation isgareggiando con la miscredenza degli enciclopedisti

% Giuseppe Palmieri (1721-1794)

15> Giambattista Vico (1668-1744)

16 Alfonso Maria de’ Liguori (1696-1787)

" Domenico Scarlatti (1685-1757)

'8 Giovanni Battista Pergolesi (1710-1736)
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erudition, but to solve the problems of the peoplko lived in a static world of
backward agricultural practices, limited manufaictgrand underdeveloped trading.
The general populace was uneducated and the lasdwied by feudal lords. On

which Filangieri affirmed:

As long as the wealth is owned by few hands, wésrafe the
rich and many the poor, this private happinessarhe will not
produce the happiness of all; actually.] it will provoke the
collapse of society (1780-1785, p. 763).

The Meridional scholars thought that the increasehe number of years of
education to reduce illiteracy would stimulate imeolvement of the general public
in economic affairs. They argued that the straiginig of theintermediate bodies
would eliminate the abuse of power by the eliten@esi pointed out the integral
development of people especially within family, agations, groups, enterprises,
and so forth. He stated tharly state will be wise, rich, and powerful onlyhiére
is ‘educazione®® (1765, p. 161). For education and training Genoves
pragmatically believed that was necessary to shae as much as possible by
considering that theyoperate for interestq1764-1769, p. 94). For a proposal of a
method of knowledge of reality Genovesi meant tti@irament and realization of
good things as recognized by human conscience. Toamcept of
philosophical/religious truth was antithetic to ttlod Taparelli (1862a and 1862b).
The former has aubjectivistcharacter and itgontent changesccordingly to
different situations whereas the latter has anabivjst character and its form of

application changes accordingly to different sitwat but not its content.

% The Italian original quotation isfitiché le ricchezze si restringono tra poche malidrché pochi sono
i ricchi e molti sono gli indigenti, questa fel@iprivata di poche membra non fara sicuramentelzita
di tutto il corpo; anzi ... ne fara la roviria

% The Italian original quotation isnéssuno Stato sara giammai né savio, né ricco,oténpe se non ci
sara educazion&
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Finally, Genovesi did not agree with the use ofirL&tr teaching (1764-1769, p.
82). In his opinion, a dead language did not eregeithe active involvement of
students. As a consequence, in his lessons Genasesdi the vulgar language
common in the world of commerce because he wantsaplp to understand
(Vedovelli, 2003). He argued that more knowledgeuldoincrease people’s
capacity to understand reality, reciprocate kindreesd dialogue with others (Bruni
L., 2000). In his opinion, the ‘educazione’ is cttuged by learning theoretical
knowledge in schools, working capabilities in wddges as well as interiorization
of moral values by living withinntermediate bodiesHere, the trust in community
Is stimulated by reciprocal beliefs of membersfdat, Robert Putham explained
that in intermediate bodies a psychological medraniis naturally shaped
according to which Itrust you, because | trust her and she assureshaeshe
trusts you (1993, p. 169).

Having people learn about culture and be civicalipded constituted the core
of the Meridional contributions. Italian economigisd attention to the importance
of civic virtuesin achieving public happiness. Justice, honesigndship and trust
form the basis of a civic economy. Genovesi argtied the ethical and moral
values of every person determine how she workatdreer family and spends her
leisure time. Therefore, if the hierarchy of soaietalues were correct, people
would have good morals (Bruni, Sudgen, 2000). Ompgse, Genovesi recognized
the important role of the state in supporting theead of civic virtues and building
a social system based on good laws, reciprocalidemte, and solidarity. He
argued that the specialisation of manpower woutdease if twvho produces the
bettef (1769, p. 20-22) receives a higher wage. In thésy, productivity would
increase and competition between factories woulgtimeulated. The approach of
Genovesi to human capital as something stronglyented bysocial capitalwas
developed by James Coleman (1988) and applieddfgr&t Zamagni (2007, p. 71-

91) to some games built on the paradigm of reparati
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3. Human Capital in the First Generation of the Lombard-Venetian
Classical School

The Lombard-Venetian school was partly influencgdivaing in a geographic area
which was somewhat richer and more developed thansauthern Italy.
Nevertheless, the final purpose of northern ecostsnwas always the achievement
of public happiness (Isabella, 2005). The foundethe Lombard-Venetian school
was Cesare Beccaria who became famous for his frééfiseOn Crimes and
Punishmerft. He expressed his opposition to the death pehaltause it did not
allow the perpetrator of the crime to recognisesimsneither did it serve as a lesson
for other people, as life imprisonment might haBeccaria must be remembered
for his attempt to further a system of politicabromy based on Rousseau’s social

contract theories.

This approach was later strengthened by PietroiVi@ho proposed anitary
perspectiveof politics, economics, sociology and ethics (Ro8cazzieri, 2002). He
defined the objective of his study as the attainnoéthe ‘most possible happiness
divided with the most possible equdlffy(1763, p. 100). How could the people
obtain this goal? In Auguste Blanqdfsjudgment (1882, p. 477), Verri was
culturally influenced by the Enlightenment envircemh of his time and thus
emphasised the capacity of human reason and hureativaty to create new things
for the enjoyment of all (Porta, Scazzieri, 2002grri offered (1764) a clear
concept of economic equilibrium and understood {)Ahat the increase of the
balance of payments of a nation was only possibik the state’s investment of
financial resources in the growth of human captgbeople. However, he believed
that the public happiness mainly has moral anccetldimensions (Molesti, 2003,
p. 11). On which as the exiled Giuseppe Peéétiointed out (1832, p. 449-450),

the northern Italian economic theory was aimed hed &ttainment of public

%L The Italian original title i©ei delitti e delle pene

2 The ltalian original quotation is:l& maggiore felicita possibile divisa colla maggoutguaglianza
possibile”

3 Auguste Blanqui (1805-1881)

24 Giuseppe Pecchio (1785-1835)
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happiness in amrganic view in contrast to the English idea of maximisitig

wealth of the nation. The former wanted to reca@nnioral concerns with profit for
an economic system without high social costs, wihle latter was exclusively
interested in increasing wealth. That did not méam ideas of the Lombard-
Venetian school were not scientifically interestihgfact, Luigi Einaudi (1953, p.
74) noted that Verri’'sMeditations on Political Econoriy (1771) was the only

Iltalian economic work that Adam Smiflrowned and studied.

As Verri highlighted, human skills and capabilite® decisive factors of trend
of economic dynamics. He suggested an active rblgtate for promoting civic

virtue and increasing human capital. Verri stated:

The clever Minister thus will stimulate the peogleuriosity of
educating themselves in finance and economics; iliefind

some chairs because some brilliant teachers withmwinicate
the real principles of public happiness to the yp@enerations
... he will free the press because every citizemdcaecently

express their opinions about the public is$0€5763, p. 249).

For this reason Verri thought that politicians mibstaware of the fact that their
behaviour constitutes an example for other peopid their decisions are
fundamental for promoting public happiness. In factonstant legal reminder of
what was good and a constant legal punishment aft wlas wrong is needed to

develop a climate ofrust among the members of society and towards public

% The ltalian original title isvleditazioni sull’'economia politica

% Adam Smith (1723-1790)

" The ltalian original quotation is:L*abile ministro adunque fomentera nel pubblico dariosita
d’istruirsi negli oggetti di finanza e di economiag fondera delle cattedre, accioché nell'istitugo
(istruzione)della gioventu uomini illuminati le imprimano i verincipi motori della felicita pubblica ...
lascera libera la stampa, col mezzo di cui ogniaciino possa decentemente e costumatamente
manifestare le sue opinioni sui pubblici oggétti
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authorities. In turn, this confidence would generegciprocity, which would
contribute positively to market activity. DanielarB3i commented that

Verri considered commerce to be an aspect of snliety, an
aspect inseparable from others, even analyticallydoes not
seem that he analyzed it as an autonomous “mecaménisth
which to show how the relationship between an iddai’s

activity and society as a whole is establisfiE2P9, p. 474-475).

On the other hand, Paolo Mattia Défiaxpressed his conviction (1729, p. VII)
that men have to help each other because theytdonartage to learn civic lifestyle
alone. This requires an effort because every pedmes not have a natural
disposition to correct others. No one likes to beected by others. However, their
need is really to be included inside a human conityida increase their human
capital according to Genovesi’'s conception of “ethigne”. For Gherardo
D'Arco,? it was thus important toshow people another way of distinguishing
themselves® (1791, p. 39) other than with luxury. As a conssge, the northern
Italian economists focused on the creativity of theman mind They tried to
develop a social theory characterised by respeacinkiitutions and a sense of
belonging to community. On which Gianmaria Oftessed the image of a good
economic society as a self-sufficient isl&dvhere ‘hobody starts action,
engagement or occupation without an input of reason it” (1774, p. 43).
However, we will point out in the fourth section thfis dissertation that human

creativity is related to ethics and ethics to amplotogy. We will argue that only if

%8 paolo Maria Doria (1662-1746)

29 Gherardo D’Arco (1739-1791)

% The Italian original quotation isnfostrare e accennare alli uomini altra via ondetidiguersi infra i
suoi simili.”

%1 Gianmaria Ortes (1713-1790)

%2 The author’s reference to the Italian island néemice, called Murano, is clear. It was there thehar
was born and grew up.
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man recognises himself as a person he can cultaféeetion toward others and
contribute to the achievement of Verri’'s public pmess. Perhaps this connection
was considered in the unsystematic works of théhean economists because they
lived in an historical and geographical contexingigantly affected by Catholic
faith and classical culture (Molesti, 2006a). Altlgh they were influenced by
Enlightenment, Verri and colleagues proposed a aaatibn of the exploitation of
human capital (creativity) with the practice of iciwirtues in the attempt of
increasing the material wealth of the nation (tramfesurplus products). This
northern conception of human capital seems gait@ryonic but the insight
regarding trust and reciprocity in economic affdies represented a ground for a

succession of interesting analyéis

4. Human Capital in the Second Generation of the Lombal-Venetian

Classical School

Although there is a chronological boundary linewsstn the two northern Italian
schools of thought, the principal difference is theersion of the modality of
analysis of human capital. The first group tendedetd the importance of human
capital between the lines of wider economic topitgereas the second explicitly
focused on human capital as the principal factaeamnomic theories and political
activities (Augello, Guidi, 2002 and 2003). Thakedmot mean the second group of
scholars concentrated their energies only on thragtan but that they assigned a
more important role to human competencies and ti&lentheir general scientific
picture. In fact, Giandomenico Romagridsand Carlo Cattanéd respectively
called their principal work®n the Knowledge Principle as the Principal Factdr

% For instance, Ferruccio Marzano and Fulvio Fontir898) demonstrated that reciprocity of human
agents causes an economic equilibrium in the mad@rdingly Paretian-efficiency.

% Giandomenico Romagnosi (1761-1835)

% Carlo Cattaneo (1801-1869)
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Political Econom§® (1836) andintelligence as Principle of Public Econothy
(1861).

They developed Melchiorre Giojd%(1815) analysis of the nature of human
capital as somethingmbodiedin workers. Gioja argued that human talents and
capabilities increase to a certain level beforg theninish like fixed capital. Work-
related skills require people to spend time leayrgpecific information about the
tasks they need to perform and to practice what tearn (1815, p. 53). In this
sense, human abilities were considered the yieldvafstment in education and as a

kind of cognitive richness transmissible betweemegations. According to Gioja,

Knowledge of the past and the present generatiomsliapersed
partly in books of science and art, and partly e theads of

practical people and experfy1815, p. 323).

Nevertheless, Gioja’'s macro level analysis did distinguish between general
and specific human capital and did not examineféhmation of human resources
or the trend of individual incomes (Spalletti, 2095172-173).

On this point Romagnosi added (1832) that the obiastitutions is decisive for
civilising society (Albertoni, 1990). He believed that the commity was the
privileged place where people should live virtugushsed on a cultural education

and enforce their human capital. Actually, Romagnoste:

% The lItalian original title i©el principio del sapere come principale fattordlgeonomia politica

3" The lItalian original title i©el pensiero come principio d’economia pubblica

¥ Melchiorre Gioja (1767-1829)

% The Italian original quotation isié¢ conoscenze delle passate e delle attuali geiteragono dispese
in parte nelle opere di scienza e arte e in paglenmenti degli operatori e degli espétti
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The non defined individual longing for enrichingeself is

mitigated, without being enfeebled, by continuoctsoa of well

constituted civil society; because if on one sidesee the non
defined individual selfishness and the intemperarae the

other we see even the participation and the soetlality’

(Romagnosi, 1835, p. 9-11).

Romagnosi recognized that moral aspects of communituence values of
people (Guidi, Maccabelli, Morato, 2004). Therefdre was in favour of extending
the numbers and the types of schools and of suppoatfte role ofintermediate
bodiesfor the integral upbringing of people. The poinasasto help everyone to
discover his/her vocation of labour. In fact, ageer automatically increases his/her
human capital if he/she does a work that he/shes|(iRomagnosi, 1839, p. 174).
Indeed, Antonio Scialofa argued that education constituted a deterrenttter
tendency of human will torébel against the judgement of common s&ig&840,

p. 190-191) of human community. He highlighted tbennection between
education and integral well-being of society bylaxpng that a person endowed of
a good human capital usually improves his/her hygidis/her customs and his/her
habits (Spalletti, 2006, p. 227). According to 8y the benefits of growth of
human capital included the flourishing of hiddepasities of people regarding the
innovation of products, the optimization of produetprocesses, the contribution to
social integral well-being to the point that thedkeof human capital of a man is
proved by his creativity of foundingnéw means to decrease the number of
beggars*® (1840, p. 193).

% The Italian original quotation is:Lindefinito individuo che brama di arricchirsi & aderato, senza
essere indebolito, dalla continua azione della stécsvile ben costituita: perché se da una partiéanto
I'egoismo e l'intemperanza, dall’altra notiamo aclaepartecipazione e I'equita sociale

1 Antonio Scialoja (1817-1877)

2 The Italian original quotation isstontrarsi con il giudizio di buon sen%o

3 The Italian original quotation istiovi mezzi per ridurre il numero di mendicahti
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Angelo Messedaglfd (1861-1866) conceived between human capital as an
intangible asset within a firm that required sai@ntassessment like material
goods. He also conceived human capital as a sgirdlement which improves
social well-being. This approach denies the complaary character of different
disciplines because it divides knowledge into isalaspheres and reflects the idea
that facts can be isolated from values (Rangon@8R0nstead, Cattaneo thought
that human capital pervaded all institutions in sbeial system (Mistri, 2008). He
formulated a unique dynamic of wealth flow basedrer trade by emphasising the
relevance of people’attitudetoward duty and work. Alejandro Chafuen points out
in his 1861 work, Cattaneo discussed how critiaahan capital is for economic
development by emphasising the ultimate originstdfin the dark sources of
theology (2003a, p. 276-277). In other words, Cattane@gecsed the primacy of
metaphysical and moral beliefs on economic andnfird dynamics because the
first always inspires the second (North, 1996)thiis context he gave the example
of secular intellectuals who attacked the Churchtinguhis time. They argued for
the existence of affiumphant ide& (Cattaneo, 1861, p. 87) of ethical neutrality of
state. But this neutrality is itself an affirmatiohtruth, i.e. the affirmation that the
truth of reality is the absence of a truth or tmespnce of more subjectivist and
relativistic truths. Instead Cattaneo conceived &irapital as economic wealth
originally constituted by religious, philosophicathical, organisational, technical
and practical elements. That lead him to classiiyn&n fwill and intelligence
among the sources of wealth of natib(@attaneo, 1861, p. 63). Giacomo Becattini

states that human capital for Cattaneo is

Above all the ability to see, in a something thét people
observe and which always been under their nosegetong
new, unexpected, and promising. This reading @fligence as

the ability to look at customary things and sitoas and

4 Angelo Messedaglia (1820-1901)
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perceive in them other, new, possible things ahdhsons, and
to build within once mind accessible pathways foe gituation
to anothen(2001, p. 22).

Finally, Fedele Lampertiéd (1874) and Luigi Luzzaft? (1874) promoted a
pragmatic vision of human capital in which appraoia of personal dignity is
essential for dynamism of economy (De Rosa, 1998gir main idea is the
conception of labour as social valueand aninstrument of civilisationn the
awareness that society is an organic reality whereactions of every person affect
the well-being of &ll humanity*’ (Lampertico, 1874, p. 14). Consequently, these
authors thought economics as the social disciginBuman work and not as the
science of the wealth of a nation, although thentardoes not exclude the latter.
Human capital is conceived as the whole of moréles relational capacities and
practical knowledge that a person brings into phathe workplace (Del Vecchio,
1908). Lampertico even highlighted (1875, p. 647 tmportance of a person’s
good will in the realisation of his individual tasknd her honesty in the trades. As
the employee and the employer are both people, ediop believed (1876, p. 317)
that they must give trust reciprocally in the pextjve of a fruitful collaboration.
On purpose, he formulated the hypothesis of thaticre of a common fund among
them derived from the industrial net profit of tfveed wage of any worker and a
supposed fixed reward of the entrepreneur. Luzi@dtl to formulatanterclassist
proposals of progressgfounded on responsibility(1892, p. 352), such as the
institutions of mutual assistance and social instea the cooperatives, and the
popular banks. In the view of Lampertico and Lutizae state should maintain a
supplementary profile promoting private initiativieesseconomic matters but at the
same time must guarantee the respect of the law dmadtly favour public

“5 Fedele Lampertico (1833-1906)
“% Luigi Luzzatti (1841-1927)
" The Italian original quotation isritera umanita’
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education for all (Camurri, 1992). On the contrakjessandro Ros¥i (1871) was
in favour of totally private paternalism where tletrepreneur must supply the
adequate responses to workers’ needs includinge tbb®ducation and training.
However, Gianfranco Tusset (2002) connected theaoa@ boom of northeast
Italy after World Word Il to the implementationstbie interclassist theorisations of
the authors of the second generation of the Lomkartetian school.

5. Conclusions

In this paper we have analyzed the conception ofamucapital of the most significant

Italian classical economists grouped into geogiegitdareas and schools of thought.

Genovesi offered (1765) a great contribution reg@rdhe connection between
social capitaland human capital. He pointed out (1764-1769) ¢hakerson performs
her innate talents if he/she lives and grows up iolimate of trust, solidarity, and
kindness. These factors mainly characterize tregnmtdiate bodies, such as the family,
the associations, the enterprises, and so forth@emovesi and the other Meridional
scholars (Filangieri, 1780-1785) a social reformswhus necessary to reduce the
inequalities between rich and poor people but agfpre the diffusion of moral and
ethical values (Christian background) was indispbles to shape good customs in
trades. Human capital is conceived as the praoficevic virtues useful for an economy

aimed apublic happinessf all citizens.

On the other hand, Verri (1764) and the other morttauthors of the first generation
were more concerned with the identification of neearorally acceptable which allow
the increase of the material wealth of a natiorthla perspective they emphasized the
role of human creativityfor discovering new things and for improving thethods of
production in an anticipated version of Schumpateentrepreneurship (Verri, 1771).
They argued (Verri, 1763; Doria, 1729; D’Arco, 1J3hat commerce is not only an

economic activity but a political and social one.t&s a consequence, they viewed the

“8 Alessandro Rossi (1819-1888)
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moral principles of reciprocity and worthiness faactional instrumentgor attaining
common good (Ortes, 1774). The difference betwhensbuthern school and the first
northern one is basically that the former focusedtlbe development of integral
personality of every human being through his/hertigipation in the life of a
community (the paradigm of relationship) whereas lditter highlighted the person’s
capacity to innovate production and improve theliquaf social life (the paradigm of

efficiency at the service of humankind).

Finally, the second generation of northern econtatielieved that the growth of
human capital constitutes the presupposition ohegoc growth and social stability
(Gioja, 1815; Scialoja, 1840). They understood (Bgnosi, 1832) that the state must
directly promote initiatives for theivilisation of society (education, training, culture)
while it must guarantee the good working of othesr@mic markets whilist remaining
in a supplementary position (Luzzatti, 1874). I thecond northern generation of
economists economics is intended assitience of human wodnd not of the wealth of
a nation, although the former does not excludeldktter. Cattaneo strongly stressed
(1861) the impact afmetaphysical idealsn the economic performance of every person
and whole community while Lampertico (1874, 187 4876) sustained the necessity
of an interclassist approacho economic issues in the awareness that socsegni
organic reality. Some northern authors of the seécgaeneration were even directly
engaged in politics and thus underlined aspectshwhan capital related to the

development of new born Italy (Rossi, 1891; Luzazag92).

In conclusion, we can state that the approachatiftt classical economists is very
different to that of classical English (Blaug, 197Brench (Bellet, 2009) and Marxist
(Wolfson, 1996) schools, the marginalist theoryhaiman capital of Chicago school
(Sandona Lu., 2010), and the alternative approatthémiman capital. In fact, Italian
authors elaborated theories on human capital gexirwoh a relational anthropology.
They actually emphasized the fact that the humangbeé a personand not an
individual because, besides being endowed withréteal knowledge and working
capabilities, he feels emotions, develops intepek relationships, cultivates moral
values, and has religious experiences. In otherdsyothe approach of the Italian
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classical school promotes an organic conceptiosoofety and highlights the primacy
of morality and knowledge in a dynamic and intakacvision of human capital. In fact,
a human person is capable of practicoigc virtuesin the attempt of attainingublic

happiness
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Chapter 2.
Human Capital in the English Classical School:

The Introduction of the “Homo Economicus” Paradigm

1. Introduction

English classical theorisations of human capitajaein the late 18century with
Adam Smith and faded in the late™6entury when marginalism took root. The
livelihood of a majority of British citizens depesul on agriculture; however,
beginning in the 19 century there was increasing industrial activieewring in
larger metropolitan areas. Since about 1820 British trade has almost
uninterruptedly improved(Briggs, 1926, p. 408) as financial resourceskioitding
new ways of communication and investing in reseatadies became increasingly
available. New technology originating from the ffinsdustrial revolution increased
factories’ productivity by maintaining a fixed cost manpower. More efficient
work processes increased entrepreneurs’ profitss¢lman, 1977) as well, which
in the capitalistic spirit were used to enlarge iinrket. This caused a reduction in
prices of goods and the growth of workers’ wagesution, 1995).

Umberto Meolt? stated that$ome common social origins and some intellectual
similarities’™ existed among various English classical econon(i€d38, p. 220).
This analogy was scientifically translated intoedaboration of hypothetic models
based on thdree competitionprinciple. The theories of the various economists
were very distinct, but all were deeply influended Adam Smith’s principles
(Groenewegen, Vaggi, 2002, p. 127). Indeed, Schten@egued (1954, p. 194)
that all the English classical scholars were indeélio Smith. Thus, we can analyse

the findings of the English classical school byerghg mainly to its founder.

9 Umberto Meoli (1920-2002)
* The Italian original quotation isatcune origini sociali comuni e in talune affiniatellettuali.”

55



An Economic Personalist Perspective on Human Capital: A Compared Anthropological Interpretation

However, Salim Rashid (1988) stated that Smithéagdwere not new and cannot
be regarded as his intellectual property. The plas employed by Smith were
previously known, but they were rediscovered dutimg positive economic trend
of the years during and just after Smith’s life @, Hudson, 1998). During the
late 18" century, economics grew more independent of mphalosophy and
became a separate scientific field. In the Englksimtext, this influenced the
academic world and led to an abstract and hypatleemfiguration of economic
science. In fact, Condorc&t,Henry Saint-Simon? and Sismonde de Sismoritli
unsuccessfully criticised the new approach (Grossh@43) because it ignored the
connection between facts and values. However, thgligh classical authors
insisted on the distinction and introduced a neecs methodology exclusively

focused on maximising the wealth of the nation.

2. Human Capital in Smith

Adam Smith, the founder of modern economics, waSadttish origin and was
educated as a pupil of Francis Hutché8a Glasgow University. Smith went on
to become a professor of moral philosophy (EvengR95) at Glasgow University,
writing the Theory of Moral Sentimen{4759), a treatise about morality based on a
host of psychological motives, during this timesHinalysis primarily revolved
around the idea that people nemgprobationor approval during various times in

life. He stated:

What are the advantages which we propose by thatatgr
purpose of human life which we call bettering oondition? To

be observed, to be attended to, to be taken naifcavith

*1 Jean-Antoine-Nicolas de Caritat Condorcet (17434)7
*2 Henry Saint-Simon (1760-1825)

*3 Sismonde de Sismondi (1773-1842)

* Francis Hutchenson (1694-1796)
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sympathy, complacency, and approbation, are all the
advantages which we can propose to derive fronit its the
vanity, not the ease or the pleasure, which inteuss.. Vanity

is always founded upon the belief of our being abgect of
attention and approbation. The rich man glorieshis riches,
because he feels that they naturally draw upontherattention

of the world (Smith, 1759, p. 50-51)

Smith’s approach was unique because he assumedigiweof an impartial
spectator (Heilbroner, 1982, p. 428). Approbatiamd a&he cynical and cold
observation of reality constitute the two princigéments for understanding, as a
whole, Smith’s incomplete trilogy (Paganelli, 2008pecifically his 1759 work,
and his most famous, Amquiry into the Nature and Causes of tWealth of
Nations(1776), and an unwritten third volume whose flavmay be found in the
Lecture on Jurisprudencél762-1763). The topic of approbation was clearly
discussed by Maria Pia Paganelli (2008), who defihas somethinggained from
having material possessions and what others sgeg@serty of behaviotir(2009,

p. 60). For Smith, the attainment of individual eggation unintentionally and
indirectly produces the general interest of soc{8gmuels, 2007). However, Smith
advised that sometimes people’s actions destaltifisewell-being of an entire
society when they pursue their own individual aifResenberger, 1990). In other
words, it is possible that individuals’ aims cameeate a society that is worse off
because people are fallible, fail often, and someti are motivated by perverse

incentives. According to Smith,

the candidates for fortune too frequently abandos paths of
virtue ... They often endeavour, therefore, not only by fraod

falsehood, the ordinary and vulgar arts of intrigaad cabal;
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but sometimes by the perpetration of the most emwsnarimes,
by murder and by assassination, by rebellion anciky war,
to supplant and destroy those who oppose or staride way of
their greatness(1759, p. 64-65)

Therefore, Smith wrote that approbation for indiatl wealth and social status
had to be associated withultless moral condudtl 759, p. 61-66). Otherwise, the
attainment of admiration could cause vicious and b@haviours. Smith proposed
his specific capitalistic theory because he kneerédhwas no perfect economic
system independent of moral judgment. Starting withconception of economics
as the science of increasing the wealth and poWwaations, he emphasised the
need for liberating economic forces through a fnegrket and free society. For
Smith, the only restraint that needed to be imposadthe market was the
application of justice (Pack, 1991). As Robert N&Zi (1974) suggested, the state
has to assume a minimal role and has thus onlgalise measures for eliminating
open market barriers, price trusts formulated kgoglolistic groups, and every
other factor that reduces the consumer's advantag&ee trade. The liberal
interaction of individuals would not create chaas, bvia the “invisible hand”
would generate aarderly patternif people act logically in competition. In Smith’s
opinion, every individual is identical to the otHs¥cause everyone responds in an
identical way to the same stimuli (Evensky, 1998)this point in the history of
economic thought, the paradigm lmdmo economicug/as born; the notion being
that human beings are perfectly standardised agknfact, for Smith, people are
all the same, and they change only in relatiorheodducation they receive. Smith

explained this very well:

% Robert Nozick (1938-2002)
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The difference between a philosopher and a comni@ets
porter, for example, seems to arise not so muam inature, as
from habit, custom, and education. When they came the
world, and for the first six or eight years of thekistence, they
were, perhaps, very much alike, and neither theairepts nor
playfellows could perceive any remarkable diffeeenébout
that age, or soon after, they come to be employedery
different occupations. The difference of talent:es then to be
taken notice of, and widens by degrees, till at tae vanity of
philosopher is willing to acknowledge scarce anderablance.
But without the disposition to truck, barter, ancckange, every
man must have procured to himself every necessay a
convenience of life which he wanted. All must hidnee same
duties to perform, and the same work to do, andettw®uld
have been no such difference of employment as etaie give

occasion to any great difference of talerf&mith, 1776, p. 7)

The Smithian capitalism theory was thus based date@rministicconception of
human capital. Smith took into account workers iagpke factors of production,
equal to machines or raw materials, as well asidering entrepreneurs equal to
robots that start up the capitalistic mechanisnfatt, in this theory business men
are considered slaves of the approbation desireedefrom the possession of more
wealth (Paganelli, 2006). According to Smith,

the chief enjoyment of riches consists in the parafiriches,
which in their eyes is never as complete as whey &ppear to
possess those decisive marks of opulence whichdgoban
possess but themselvés776, p. 73)
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Finally, Smith understood that improving the effieccy of the production
process was necessary in order to maximise wdalthrecognised that the growth
of productivity implied the valorisation of humarapital by introducing the

division of labour.

2.1 Smith’s Human Capital and the Division of Labou
Smith surpassed the economic mercantilist prinsipleased on the state

achievement of positive balance of payments, gjdhat,

the greatest improvement in the productive powdr&aloour,
and the greater part of the skill, dexterity, andigment with
which it is any where directed, or applied, seerhdue been the
effects of the division of labauil776, p. 2)

Thus, the same work done by many men in less dpedlstates could be
accomplished by only one man in industrial coustrfeor example, production in a
pin factory had to be subdivided into a serieselgimentary operationgSmith,
1776, p. 3). The worker thus increased his proditgtand expertise in that precise
step of the labour cycle by continuously performihg same action. Workers did
not have to move from place to place to carry odifi@rent task. Moreover, they
could introduce somesmall innovationsthat allowed production time to be
minimised. Nevertheless, there were some negatbpecis of the division of
labour, such as worker alienation and the suppressi intellectual and physical
capabilities (Rashid, 1986). According to Smith,

the man whose whole life is spent in performingwa §imple
operations, of which the effects too are, perhapssays the
same, or very nearly the same, has no occasionxéot dis

understanding, or to exercise his invention in ifigd out
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expedients for removing difficulties which nevercwc He
naturally loses, therefore, the habit of such dwrert and
generally becomes as stupid and ignorant as iossyble for a
human creature to become. The torpor of his mimdiees him,
not only incapable of relishing or bearing a pantany rational
conversation, but of conceiving any generous, naimdender
sentiment, and consequently of forming any justgriueht
concerning many even of the ordinary duties of giauife ...
The uniformity of his stationary life naturally capts the
courage of his mind, and makes him regard with algmze the
irregular, uncertain, and adventurous life of a dier. It
corrupts even the activity of his body, and rendéim
incapable of exerting his strength with vigour getseverance,
in any other employment that to which he has beed. 1§1776,
p. 327)

This mechanical repetition of work meant that egbildren could be employed
in the production process, especially if educati@s neglected or limited for them
(Manacorda, 1997). In addition, Edwin W8s¢1996) noted that, at the time of
Smith, many workers missed the spirit of defendiagjonal interests because they
were too focused on their tasks. For Smith,rtteeal andcultural crisis of English
society occurred because of the change in theddimebrk people were engaged in,
that is from agricultural work in rural areas tadurstrial work in cities (Perri,
Pesciarelli, 1996). In fact, the location of protioic moved from artisans’ shops to
mercantile environments to factories. When peopiedlin an agricultural world,
they maintained a desire for creativeness and thxaress, while in an industrial
one they were forced to suppress their intellectlfalities. In this historical
context, Stefano Spalletti observes that Smith e@rto prevent the negative

effects of labour specializatitt through education (2009, p. 38).

*5 Edwin George West (1921-2001)
*" The Italian original quotation isa“prevenire gli effetti negativi della specializicae del lavord’
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2.2 Smith’'s Human Capital and Social Control

Another aspect of Smith’s human capital theoryakated to the possibility of
reducing social conflicts. Smith argued that edocapromotedgood moralsby
teaching people that the ordered regulation of huagivities is necessary to grow
national wealth. Indeed, he believed that educatarid promote the awareness of
every individual's goals, could contribute to thevdlopment of the industrial
sector and help to prevent crime. Mark Blaug catlad part of Smith’s thought
regarding human capital, thehtory of social contrdl (1975, p. 572). Rhead
Bowman (1990), however, read these Smithian argtsrenan attempt to create a
peaceful context in order to support individualvpte initiatives in economic
matters, and West viewed (1964a and 1964b) thermradical indications for
promoting what Jeremy Benthdm(1789) described as “social utility.” Smith

affirmed his view on education, as follows:

The state, however, derives no inconsiderable adg@nfrom
their instruction. The more they are instructede tess liable
they are to the delusions of enthusiasm and supenstwhich,
among ignorant nations, frequently occasion the tndosadful
disorders. Instructed and intelligent people arevays more
decent and orderly than an ignorant and stupid oheey feel
themselves, each individually more respectable,ranck likely
to obtain the respect of their lawful superiors,dathey are
therefore more disposed to respect those superibngy are
more disposed to examine, and more capable of gdleiough,
the interested complaints of faction and seditiamg they are,
upon that account, less apt to be misled into aaytan or
unnecessary opposition to the measures of govemirmefree
countries, where the safety of government depeads much
upon the favourable judgment which the people may ©f its
conduct, it must surely be of the highest importatitat they
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should not be disposed to judge rashly capriciogsigcerning
it. (Smith, 1776, p. 329)

For this reason, Smith felt it was essential thatgtate promote and coordinate
education for the populac&The active role of the state was not to work asfatime
principle of free competition, but to work to geater a realemandfor education.
Parents did not know the value of study becausgditenot see concrete proof of
its economic expediency, like, for instance, a bigwage for more educated
workers®® Smith argued that the public should support, eragel and éven
impose upon almost. the necessity of acquiring those most essentialspair
educatiori (Smith, 1776, p. 328). Nevertheless, Blaug obserfdi975, p. 592) that
Smith never mentioned that elementary educationtdde obligatory and free for
all children. We can thus understand Smith’s thesithe following way: firstly,
the state had to publicise the features and adgestaf the “product education” to
the present consumers for creating a demand of ghisice in the future
(Hollander, 1968). Secondly, the state could halimimated its incentives.
However, Smith recognized that the passage fronfirsteto the last step would not
have been so fast, but he thought it important tomise the time necessary by
promoting competition between different schoolorder to help convince people
of the importance of education. Lionel Roblinsommented that in the Smithian
vision, the state should provide subsidized, but not quite free, elaary
educatiori (1952, p. 90). Smith thought that the state stiotdeate new public
schools on a universal scale, but it also neededugmport currently existing
institutes of religious education (O’'Donnel, 198b, 70-71). The experience of
Christian schools, charity schools, Sunday schaold others might have been
helpful in defining the new public realities of edtion (Fay, 1956).

%8 Jeremy Bentham (1748-1832)

%9 Smith disliked the education system of Englaneédasted by 1665 legislation because it was financed
by the donations of rich people. He preferred tldernScottish system still in force by 1696. In taod
there was an institutional connection between itutand the parishes (Houston, 1954, p. 172).

® The difference in wages between educated and easetliworkers was especially evident in factories
because the sons of employees could not do a lipestession for the existence of a long and unpaid
stage at a master office.
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On the other hand, for Smith there were some cwetstal aspects of providing
universal education. If it were true that men iased their capacity to make
informed judgments, they would become more aware tlus better able to defend
their interests. By augmenting their wage claimyrkers could provoke a
reduction of competitiveness of factories. Consatjyethe upper classes risked a
cut of their privileges, which were in part due ttee ignorance of the general

population. Gregory Tucker states that,

landowners obtained their income without exertiom o
forethought; their social position predisposed thexgainst
speculation on economic matters and they were gdiger
incapable of comprehending the true and ultimateses of
legislation. The labourer was even less fitteduidge the merits
of economic policy for he lacked access to thesfaodd he had
little education; his influence on the decisionsgaivernment

was usually negligible(1960, p. 70)

In other words, capitalists did not favour univérsducation because it would
diminish their profits in the long term (Freemar96®, p. 175-176). Therefore,

Smith was thwarted in the political arena.

2.3 Smith’s Human Capital and Workers’ Training
Contrary to his ideas about government involvenieniniversal education, Smith
believed the state should have no role in workanimg. In fact, he argued that
training was the duty of employers. Smith alsoiased the length of training
involved in becoming a liberal professional worK&wyer, engineer, etc.) and
artisan. At that time, workers were provided witle benefit of an apprenticeship, a
contract during which one learns a trade or prodesby serving a master for a
certain period of time. However, apprenticeshipseweften transformed into
indentured servitude, with poor working conditicersd measly compensation. In

®% Lionel Robbins (1898-1984)
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these conditions, only the sons who were well-naaned by parents could become
professionals (lawyer, engineer, etc.) and artis&usther, only wealthy parents

could maintain sons while they pursued professitmaating. Smith wrote that,

during the continuance of the apprenticeship, theie labour
of the apprentice belongs to his master. In the miae he
must, in many cases, be maintained by his parentslations,

and in almost all cases must be clothed by thermeSmoney
too is commonly given to the master for teachimg his trade

(Smith, 1776, p. 42)

Therefore, eliminating the practice of apprentigestvould not reduce the
qguality of service if some kind of qualification @ams were introduced (Smith,
1776, p. 844). The two Smithian considerations weo¢ paradoxical. Smith
thought that future professionals and artisanstbhdae prepared and capable, but
for this reason they should not be exhausted blyguoied, harsh apprenticeships. In
fact, the present system continuously nourishedingguitable distribution of
income. According to Smith,

education in the ingenious arts and in the libgoadfessions is
still more tedious and expensive. The pecuniarpmgense,
therefore, of painters and sculptors, of lawyersl gmysicians,
ought to be much more liberal: and it is so accogly. The
profits of stock seem to be very little affectedhsyeasiness or
difficulty of learning the trade in which it is efoged (Smith,
1776, p. 42-43)

2.4 Smith’s Human Capital and the University System
Smith also wrote about the function of universitide was a professor at university
and so he was very familiar with the academic w@raucci, 1996, p. 14-21). The

starting point of Smithian analysis was that, atttime, there were very few
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students enrolled in academic institutions. In,facalthy parents preferred to send
their sons abroad to trav®l.They judged universities negatively because these
institutions emphasised teachers’ privileges ratiiian students’ needs. Smith
argued that the aim of the system was nmaihtain the authority of the master
(1776, p. 320), who went unchecked in the fulfiltneh his duty. In Blaug’'s
opinion (1968, p. 96), this academic setting reedet impossible to ascribe good
or bad results to a specific teacher. ThereforejtiStought it reasonable to
introduce a system of rewards and punishmentghaniversity structure in order

to improve its functioning (O’'Donnel, 1985, p. 78mith explained this point,
stating that:

The rivalship of competitors, who are all endeawogirto jostle
one another out of employment, obliges every mamdeavour
to execute his work with a certain degree of exasdn The
greatness of the objects which are to be acquineduzcess in
some particular professions may, no doubt, somstiammate
the exertion of a few men of extraordinary spindaambition

(Smith, 1776, p. 318-319)

The state did not have to be the only one suppliszducation, but it had to
promotepluralism by inviting the participation of private subjedtsthe education
market and by founding new institutes. This paditistep would impact the quality
of service because universities benefited from désire to improve themselves
through competition. In fact, Smith argued that thkowing natural law existed

everywhere:

®2«|n England, it becomes every day more and moretistéom to send young people to travel in foreign
countries immediately upon their leaving schoold avithout sending them to any universitgSmith,
1776, p. 324)
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Rivalship and emulation render excellency, evenmean
professions, an object of ambition, and frequentltgasion the

very greatest exertion§1776, p. 319)

His thought was to establigleritocratic measures in the university system.
Smith thus proposed awarding prizes to better stisdgSmith, 1776, p. 843). This
would work as a sign of interest in the educatiqgmafformances of the young by
the entire adult community. Smith also recognideat the creation of a teachers’
syndicate would cause an indifferent and apathetick environment where a

reciprocal indulgence among colleagues would bevatkd. Smith stated:

If the authority to which he is subject residesthe body
corporate, the college, or university, of which thenself is a
member, and in which the greater part of the othrembers
are, like himself, persons who either are, or ought be
teachers; they are likely to make a common caasbketall very
indulgent to one another, and every man to conseat his
neighbour may neglect his duty, provided he himsedflowed
to neglect his own. In the university of Oxforce tireater part
of the public professors have, for these many yegixen up
altogether even the pretence of teachif@mith, 1776, p. 319)

In order to remedy this situation, teachers’ mdtoregs had to change. Smith
defined the problem in these terms: professors’esagmained stagnant no matter
their output, which did not encourage good perfarces. Therefore, Smith
suggested that professors’ wages be paid partihdystate and partly by parents.
The part paid by the state would be fixed and the paid by parents would be
variable. Thevariable sharewould force professors to improve the regularitg a
quality of lessons. Therefore, this mechanism wamdourage teachers to compete
with each other (Smith, 1776, p. 835-838).
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In conclusion, we can state that the universityesysplays a fundamental role in
Smith’s thought concerning human capital of peogenith suggested some
practical proposals based on rivalship, competjteord meritocracy for improving

the function of universities.

3. Human Capital in Ricardo

The concept of human capital is virtually abserthia work of the late Bcentury

economist David Ricard®. In fact, Washington Miller comments:

The Economics of education is one subject in Engliassical
economics which can be discussed without referenBacardo
(1966, p. 294)

This is surprising because Ricardo is well known Having analysed many
aspects of economics with a unique and systemagieniousness. He proposed a
new labour theory of value, in which he explaindte tinconvenience of
protectionism, the decreasing rates of physicaitalip the agricultural sphere, and
the law of equivalence concerning the inefficacyanfindebted state to attempt to

stimulate demand (Hollander, 1979).

Ricardo indirectly discussed human capabilities yomh his theory of
comparative advantag@icardo, 1817, p. 108-27). His concept of humapital is
reminiscent of Smith’s version in the sense thaatgeied that it is important for a
country to encouraggpecialisednanpower in its strongest sector, although he felt
that a trading partner produced better goods (Chsé, 1999, p. 812-18).

However, in hisPrinciples of Political Economy and TaxeRjcardo only once

% David Ricardo (1772-1823)
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quoted the word “education” in referring to planssblve the problem of famine.
He stated:

In those countries where there is abundance oiidddnd, but
where from the ignorance, indolence, and barbarismthe
inhabitants, they are exposed to all the evils @ints and
famine, and where it has been said that populafwesses
against the means of subsistence, a very diffeegnédy should
be applied for that which is necessary in longledttountries,
where, from the diminishing rate of the supply af mproduce,
all the evils of a crowded population are experehcin the one
case, the evil proceeds from bad government, franinsecurity
of property, and from a want of education in alhka of the
people. To be made happier they require only tobb#er
governed and instructed, as the augmentation oitaiappeyond
the augmentation of people, would be the inevitaielsult

(1817, p. 76)

We understand, therefore, that Ricardo argued tthetspread of elementary
knowledge was useful to increase well-being in ¢éhagricultural areas where the
law of diminishing rates was not applied becauseu$e of land was not optimal.
Human capital was only considered as an instrurfi@npurposes ofconomic
distribution and not as an objectivyger se as Ricardo was not interested in the

cultural growth of persons.
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4. Human Capital in Malthus

The late 18 century British scholar Thomas Robert Malfi{ubelieved it was
imperative to teach people about birth control ideo to avoid overpopulation and
its potentially catastrophic consequences. Inreigtise An Essay on the Principle
of Population(1798), he explained that population increases g@ometrical ratio,

while food supplies increase in an arithmetical.one

Malthus added that the increase in population iegplan augment of labour
supply. This bigger supply would eventually dimimishe amount of wages,
resulting in an insufficient standard of living. A&sconsequence, Malthus argued
that England had to impose some measures for kgpepm population within
resource limits. He believed two types of checksilaaccomplish thispositive
checks that raise the death rate prelentativeones that lower the birth rate. The
positive checks include hunger, disease and warptlventative checks include
abortion, birth control, postponement of marriagd aelibacy. Therefore, Malthus
conceived of human capital as a solution topbpulation problemWest notes that
Malthus also conceived of human capital as a soegdns that could be employed
in the reduction of crim&(1965, p. 118) and the spread of ethical behaviothe

workplace. Malthus believed the main task of teesknas to place

considerable stress on the frequent explanatioth@freal state
of the lower classes of society as affected byptirecipal of
population, and their consequence dependence amstiges
for the chief part of their happiness or misefMalthus, 1798,
p. 437)

% Robert Malthus (1766-1834)
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Otherwise, in the future people would face sevemgker and disease. However,
Malthus did not take into account the potentiagitef human capital of persons,
such as the discovery of new technological meamalda of increasing food

production, as happened during the Industrial Reiani.

5. Human Capital in McCulloch

Scottish economist John Ramsay McCulfSdhecame the leader of the Ricardian
school after the death of David Ricardo. McCull@etaborated upon the theory of
value based oaccumulationof labour, studied the foundational sources ofipro
and interest and focused on the spread of educatieong the poor. This last
interest was deeply influenced by Smith’s refletsioegarding human capital. In
fact, McCulloch re-discovered the positive aspeftshe division of labour and
emphasised the social duty of providing all peopith elementary education
(O'Brien, 1970). On the other hand, McCulloch ciged Smith’s belief that
English society was experiencing a moral and caltarisis compared to the
previous agricultural-based society. According toQvlloch:

Nothing can be marvellously incorrect than these
representations. Instead of its being true that therkmen
employed in manufacturing establishments are lagsligent
and acute than those employed in agriculture, thet fis

distinctly and completely the rever$g864, p. 132)

In his opinion, physically working together in fages was useful for the human
growth of people. In the context of a workplaces thorkers could increase the

quality of relations by being asked their suggestia@and given daily choices
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regarding what they would do and by helping eatterowhen problems occurred.
This did not happen in the agricultural world. &ef, Joseph Spengfémappreciated
McCulloch’s innovative analysis of change from agrieultural to an industrial
society, especially because it was elaborated & world less ridden with
externalities than today’q1977, p. 36). Finally, McCulloch argued that edtion
was useful for social control. Thus, the state trathke apaternalisticrole in the
market. As parents of that time did not recognlse talue of education, it was
necessary to introduce a national system of educdtr the entire population.

McCulloch wrote:

Poverty is, probably, the principal source of misand crime;
and ignorance, or a want of the knowledge of thesla
circumstances that determine the condition of tteagbulk of
mankind in society, is, indirectly and at least,efficient source
of poverty, and, therefore, of crime. It is nowderd, very
generally acknowledged, that the providing of eletaey
instruction for all classes of its subjects is ook the most
pressing duties of governme(i¥icCulloch, 1863, p. 396)

In Andy Green’s opinion (1990), this proposal foniuersal elementary
education aroused the hostility of conservative prajressive parties because it
endangered their interests. Politicians rejecte€Mioch’s idea that human capital
is aproperty of the individuabecause it is a stock of immaterial resourceswado
by it. Otherwise, the entrepreneurs had to increaseworkers’ wages in direct

relation to the growth of human capital. Even ifcdié not advance a mathematical

% John Ramsay McCulloch (1789-1864)
% Joseph Spengler (1902-1991)
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formula like Edwin Chadwick (1862), McCulloch nevertheless emphasised the

money paradignm his analysis by stating:

The pecuniary wages or earnings of scientific atetdry men
are, with a few rare exceptions, very inconsidegaflhis arises
from a variety of causes; but principally, perhagsym the
indestructibility, if | may so term it, and rapidrculation of
their works and inventions. The cloth of the maouwfer and
the corn of the agriculturist are speedily consupet there is
a continued demand for fresh supplies of the sarmieles.
Such, however, is not the case with new inventiomesy

theories, or new literary work¢McCulloch, 1864, p. 310)

6. Human Capital in Senior

%8 reflections, it is

In order to correctly understand Nassau William i&en
necessary to know hlitical backgroundBowley, 1967). Senior was elected to
fill the presidency of Oxford Universify, was a member of the Poor Law Inquiry
Commission of 1832 and was co-author of the ReporPopular Education of
1857-1861. His ideas were significantly influenceg his participation in the
formation of the laws concerning schools. At thatet the system of elementary
education lagged behind that of other nations (&ep, 1998). In fact, compulsory
education was introduced by the British governnosty with the Education Act in

1870, while education became compulsory in Prugsid773'° in France in

7 Edwin Chadwick (1800-1890). He esteemed that thecated worker is from 20% to 25% more
productive than the uneducated one. That was amlgséimate, but it introduced a quantitative method
for measuring human capital.

% Nassau William Senior (1790-1864)

%9 He guided Oxford University from 1825 to 1830.

" This statement was reinforced by the general cisle of 1794, which introduced the “Volksschuke,”
free public system of education financed by loaahtion.
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1882/ and in Italy in 18592 Senior’s life disproves Blaug's exhortation toay/
attention to datésfor comprehending that the classical economigigadually
adjust their ideas (1975, p. 568)to the decisions of government instead of
influencing them (Smith and McCulloch tried to uhce politicians but without

success).

Senior did not directly discuss human capital ia Wwork, An Outline of the
Science of Political Economil836). Instead, he proposed a theory of deductive
economics based on the paradigm of human selfishrids argued that the
premises of economic discourse were not based owveational assumptions, but
on real facts that made it possible to identify attdin concrete social goals (1836,
p. 129-130). Of course, Senior pointed out thateaodcs is a science aimed at
wealth maximisation and cannot be based on etlaicdl moral values (1836, p.
139). Nevertheless, Senior formulated an innovatalee theory about the sum of
commodities, the cost of production and the costbttinence” (Gootzeit, 1992).
This last concept was a ndwman elemennh economic analysis and was defined
as ‘the conduct of him who abstairieffom the unproductive consumption of
goods or the conduct of him wherployed labour to produce distant results
(Senior, 1836, p. 206). Thus, Senior entirely agyreeth Smith, who he quoted in
his work (1836, p. 214). However, Senior pointetitbat:

We think it shows the property of rather terming gurplus
remuneration of skilled over common labour prdfiaht wages.
It is an advantage derived by the skilled labourar
consequence partly of his own previous conduct, @artly of
that of his parents or friends; of the labour anfdtloe expense

which they respectively contributed to his educatiti is a

" The Napoleonic education structure remained aliveng the Restoration and was further developed
with the Law Act, which stated the compulsory, feel universal nature of education.

2 The Casati Law of 1859, published in the KingdofrSavoy, was extended to the entire peninsula
when Italy was united in 1861.
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profit on a capital, though on that sort of capitahich cannot
be made available without the labour of its posses4833, p.
214)

In 1852, Senior empirically highlighted the causeeffect relationship
between education and economic growth. The positiveslation between the two
had previously been discussed, but was not agaifireeed by analysing statistical
data. Senior demonstrated that the spread of elanyeeducation resulted in the
“promotion of security(1852, p. 195). He identified a connection betwegeowth
of human capital and of social capital and betwieerease of social capital and of
economic trends. Consequently, he argued that taee diad a paternalistic
responsibility becausestiucation was as much necessary to a child as Vi
(1861, p. 1). In cases where families were unabbgfbrd the cost of education, the
public had to help them with fellowships and scheitgs, otherwise,

the Report may then give outline of the probabhkuits of the
withdrawal of Government interference: the desertaf the
training colleges, the cessation of the supplyraied masters
and mistresses, the closing of a large portionh#d existing
schools, the absence of view ones, and the gedetalioration,

moral and intellectual, of the labouring populatiqd861, p. 6)

Finally, Senior proposed an increase in workersgegso they could directly
pay for education, thus allowing them to assumeéviddal responsibility (Spalletti,
2007, p. 19-20). However, considering his suppbfteee competition, it is difficult
to understand Senior’'s denigration of religiousogds and his desire to exclude

them from the education market (Senior, 1861, p. 11
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7. Human Capital in J.S. Mill

James Stuart Miif was one of the late f8century most important economists
because he was a brilliant philosopher, a pragnpafitician’® and a good business
manager?’ His father, the noted economist James Millyanted his son to study
Latin and Greek and read the best authors of thssidal tradition (Hollander,
1985). Ricardo and Bentham were contemporaries of $. and they often
discussed economic issues at the Mills’ house e gresence of J.S. Mill. In
addition, J.S. Mill attended some of Jean Baptsy's$’ lessons and personally
knew Henry Saint-Simoff He thus grew up surrounded by the best economic

minds. This was one reason for the quality of higings.

J.S. Mill's first important book,The Principles of Political Economywas
published in 1848. In this work, J.S. Mill discudsdiverse economic ideas
developed by preceding economists, such as thegimmof a free market society,
but he incorporated ideas about other topics abk WwelGiacomo Becattini (1983,
p. 10) points out, J.S. Mill did not believe paldl economics was an independent
science, but that it was l@anch of the social sciences, as the Scholasticism and
Italian classical authors taught. In this framewak must examine Mill's thoughts
concerning human capital. In fact, J.S. Mill bedidvn the necessity of determining
social justicein the regulation of the liberal professions amel &rts. The concept of
an unpaid apprenticeship constituted, in his viavifue and real violence to the
principle of equal opportunity. Only those borrnviealthy families could afford to

work for years without receiving a wage. Accordingl.S. Mill,

3 James Stuart Mill (1806-1873)

" He was a member of English Parliament and pastieibin Liberal Party activities.

> He preferred to work for the East India Compartfieathan study at Oxford or Cambridge University.
6 James Mill (1773-1836)

" Jean-Baptiste Say (1767-1832)

8 Henry Saint-Simon (1770-1825)
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the inequality of remuneration between the skilerad the
unskilled (that) is, without doubt, very much greater than is
justifiable. (Mill, 1848, vol. |, p. 479)

Consequently, Mill rejected the idea that thereusthde no state involvement in
things like education. The general populace didfaly recognise the advantages
of education, which made entrepreneurs unwillingisi financial resources on
promoting it. Mill stated it was necessary that stete provide such a basic right in
order to have a cultured society. He thus definddcation, as well as roads,
bridges, national defence and the like, galblic good(Spalletti, 2008, p. 193). In
fact, the phenomenon of asymmetric information awzlin this particular social
context, as the general public had little awareésise relevance of education. J.S.
Mill stated:

But there are other things, of the worth of whibk tdemand of
the market is by no means a test; things of wiehutility does
not consist in ministering some inclinations, norserving the
daily uses of life and the want of which is leadt Where the
need is greatest. This is particularly true of thdkings which
are chiefly useful as tending to raise the charadfhuman

being. The uncultivated cannot be competent judgés
cultivation. Those who most need to make wiser laeiter,

usually desire it least, and if they desire it, \Wbhe incapable
of finding the way to it by their own lightg).S. Mill, 1848, vol.
I, p. 573)
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In addition, Mill observed that the individual inést of the consumer could not
alone guarantee the goodness of the community.oMomini (2009) comments
that the Millian plan implied public financing focreating publicly owned
institutions that children could attend without peya great deal of money. In fact,
upon reading some reports about education, J.$.cticluded that the duty of a
developed society was to make educatiancéssible to all the children of the
poor’ (1848, Vol. Il, p. 579). In his mind, compulsogjementary education created
a more respectful and peaceful society (Garfor880). It was thus impossible to
forget the importance otlassical studies.In fact, in his Dissertations and
Discussions(1859a), J.S. Mill pointed out that the study adittars that did not
have immediate application in the labour markethsas learning about classical
culture or studying history and philosophy prometesense of belonging to a
community and encourage reflection about the megaoinife. He did not deny the
importance of mathematical and mechanical capasilitbut believed that in a

progressive society,

the study of modern languages, if they give a masteer that
ancient language which is the foundation of mosthem, and
the possession of which makes to easier to learndofive of
the continental language that it is to learn onetttgm without
it. (1859a, p. 345-346)

J.S. Mill argued it was not sufficient to only gighildren ‘empirical knowledge
which the world demandseven if such knowledge constitutethé stock in trade
of money-getting life(1859a, p. 219). He believed it was critical toghasise the
beauty of human relations between the master amdligtiples, which implies a
reciprocal attempt to understand the ultimate megpnof life through daily
experience (1859a, p. 334-35). Scott R. Sweetlatdsn(1996, p. 343-44) there

was autilitarian promotion of having people cultivate their inna@mpetencies
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and skills in Mill's work. Actually, education wasot intended as an integral
upbringing which affects all aspects of life sushrast, leisure and affections.

7.1 J.S. Mill's Human Capital in On Liberty
On the other hand, J.S. Mill presented a diffegd more interesting concept of
human capital in his worlon Liberty (1859b). In this treatise, he introduced the
harm principle individuals can do anything they like as longitadoes not harm
others; this includes doing nothing at all. In emmic and political terms, this
concept allowed for a list of permitted and protadi actions regarding the
improvement of social capital. However, the antlfogical presupposition was
not grounded on the value of human dignity (J.SI tdiked about individuals, not
persons) but was based on the principle of utikgr instance, J.S. Mill agreed
with the importance of free speech (1859b, p. 9f8d avoiding social rebellions,
but not for recognising an innate human right; teesalso in favour of developing
the role of women in society (1859b, p. 40-54) afichinating slavery (1859b, p.
20-28), but for utilitarian rather than moral reasoOn concerning human capital,
J.S. Mill wrote:

Were the duty of enforcing universal education oadmitted,
there would be an end to the difficulties about e state
should teach, which now convert the subject intoesie battle-
field for sects and parties, causing the time aaoolr which
should have spent in educating, to be wasted inrrgliiag

about education. If the government would make upintds to
“require” for every child a good education, it migkave itself
the trouble of providing one. It might leave to @ats to obtain
the education where and how they pleased, and wbiittelf
with helping to pay the school fees of the poorkss of
children, and defraying the entire school expersfethose who
have no one else to pay for theghS. Mill, 1859b, p. 62)
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However, J.S. Mill's defence aéligious libertyenhanced his concept of human
capital. He acknowledged that state participatioreducation did not necessarily
mean state management of education (Blaug, 19GiheR the state had teelp
families with education costs inside a free and petitive market of education and
to check the conformity of teachings to standard progranabiksed by law
(Friedman, 1962).

7.2 J.S. Mill's Human Capital in Utilitarianism

In 1863, J.S. Mill published the bodMtilitarianism, in which he differentiated
(1863, p. 1-6) his concept of social utility fromat of Bentham’s. The Bentham’s
concept of social utility derives from the diffecenbetween the sum of pleasures
and that of pains: the former has to be maximized the latter has to be
minimized. In a macro economic perspective, soatdity corresponds with the
greatest happiness derived from maximising thespiesafor the greatest number of
people. By contrast, in his definition of sociallity, J.S. Mill argued (1863, p. 8-
38) that we must take account of the major relegamicintellectual and moral
pleasuresand confront physical ones. Moreover, he set furét individual utility
was not measurable in terms of degrees of pleasdepain, confusing happiness
with contentment. J.S. Mill believed that many sgio®is and feelings exist that
cannot be adequately expressed in mathematicattekma consequence, he was
in favour of a more “practical” approach to econcsnbased on social justice
(1863, p. 62-96). It is necessary to remember sbate people never experience
extreme high or low pleasures, and thus are nat position to fully understand
these sentiments. At that time especially, manypjgeaere unable to recognise the
value of education and thetegral upbringingof people (Tu, 1969). Mill insisted
that a goodmoral profile of human capital constituted the secret for ecooomi
development. Good morals resulted in a more efficraodality of work and a
stronger willingness to collaborate with other&. Mill explained his thinking as

follows:
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If the belief in transcendental origin of moral mation gives
any additional efficacy to the internal sanctionappears to me
that the utilitarian principle has already the bémef it. On the
other hand, if, as in my own belief, the moral ifegd are not
innate but acquired, they are not for that reasess| natural. It
Is natural to man to speak, to reason, to buil@esitto cultivate
the ground, though these are acquired facultiese Thoral
feelings are not, indeed, a part of our nature,the sense of
being in any perceptible degree present in all®f.u] Like the
others acquired capacities above referred to, tloainfaculty,
if not a part of our nature, is a natural outgrowflom it;
capable, like them, in a certain more degree, afngjing out
spontaneously; and susceptible of being broughtgvation
to a high degree of developmefilill, 1863, p. 45)

Therefore, Mill designed an interesting construdt mman capital that
considered the moral and intellectual capacitiesieh beyond their physical ones.
However, his approach was based on a new utilitgg@gaadigm.

8. Conclusions

Upon reviewing the arguments put forth by Englisassical economists regarding
human capital, we can immediately draw a significiifierence between this school of
thought and the Italian classical scholars. Thentarintended human capitahly as
education and training, while the later introdudled wider concept of “educazione.”
J.S. Mill seems the only exception to this rulehasemphasized (1859a) the importance
of learning classical philosophy and modern languag well as stressing (1863) the

moral profile of human capital. He contrasted (1)848e colleagues’ prevalent
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configuration of economics as a self-sufficient amdependent science by proposing a
vision of economics in a view ainity with philosophy, politics, and sociology.

However, all English classical thinkers, J.S. Nhitluded, adopted the paradigm of
“homo economicus” and the criterion ofility in an individual or in a social horizon
(Smith, 1759). They generally were in favour ofr@ef market society grounded on the
principle of competition (Smith, 1776; Senior, 1338evertheless, they agreed with the
necessity ofstate interventionn the education market because most parents atd n
recognise the importance of study for their chitgneor did most have sufficient money
to finance their education (Smith, 1776; J.S. Mll§59b; Senior, 1861). They even
pointed out the expediency of state intervention tive education market for
guaranteeing theocial peaceavithin communities and for stimulating the devetamt
of capacities and competences of individuals in pleespective of maximizing the
wealth of the nation (Smith, 1776; Senior, 1852atHer, Ricardo (1817) only once
wrote concerning education as an instrument fop@sgs of economic distribution,
while Malthus (1798) highlighted the nexus betwesducation and demographic

control.

Finally, we can identify in McCulloch’s (1864) ided human capital as thgoperty
of individuals, the basis of elaborations of suetes economists, especially the
scholars of the Chicago school (Becker, 1964). Deghe approximate attempt of
Chadwick (1862), no English classical thinker triedhypothesise a quantification of
human capital, but all started to conceive of hurapital as amccumulative stockf
resources. This anthropology clearly derives frohe tLockian individualistic

philosophy that has pervaded the culture of nehdyentire Anglo-Saxon world.
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Chapter 3
Human Capital in the French Classical School:

A Liberal Perspective versus a Socialist One.

1. Introduction

The French classical tradition includes diverseedimof development that are
difficult to group into definite movements. Howeyave can surely distinguish
between a French liberal school and a socialist bmtéhe former, the sustainment
of the free market induces the valorisation of haniteeings’ entrepreneurial
capacities, while in the latter the attention tcigb justice emphasises man’s

attitude to solidarity and cooperation.

2. Human Capital in the French Classical Liberal Shool

At the beginning of the #Bcentury French classical liberal school we camtidie

a brief and general analysis of human capital ichid Cantillon’$® 1730, Essai
sur la nature de le commerce en généfabecondly, CondorcBtexplained that a
free economy market implies the state’s duty tovipl® basic education to the
population. According to Condorcet, education wasassary because,

it is thus again a duty of society to assure to @bple the
instruments for acquiring the knowledge which wattainable
by their intelligent strength and their availablene. It will

undoubtedly resulted a bigger difference to theaatge of

" Richard Cantillon (1680-1734)
8 This book was translated in EnglishEssay on Nature of Trade
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who own more natural talent and who the luck givent the
freedom to dedicate more years for the study; Buthis

inequality does not subject a man to another,at tiepresents a
support to the weaker individual, without givingiboss, that is
not an evil neither an injustice: and, certainlyr fa love of
legacy the educated individual will want to follothe

suggestions of wise men and it will want to inceedbe

discoveries of reasatf (1791, p. 17-18)

It is clear that Condorcet’s approach was moretipalithan economic because
he intended to use it to prove the connection betwibe education of individuals
and an increase aivic sensdo the French National Assembly, of which he was a
member. Finally, Jean Baptist SAput forth a liberal theory that emphasised the
human capital ofentrepreneur He was in favour of having business initiatives
occur in a free market economy where competitiod private property were
assured and in which the state did not interfeag. fSrmulated the famous “outlet
law” which stated: It is thus the production that opens the outlets the
products®* (1803, p. 135). In his view, trade was guided bypsy, which created
demand: new goods and services always spontanefousig buyers. Say thought
that this was possible because workers spent @ill fiages on consumer goods.
There then emerged the idea of the human capitalishessmenadaptingto and
affectingthe economic system (Forget, 2001). The entrepremaist understand

the actual and future needs of people (Steiner,7)198ay purposely rejected

81 Jean-Antoine-Nicholas de Caritat, Marquis de Cooeln(1743-1794)

8 The French original quotation isC'est donc encore un devoir de la société que mradf tous le
moyens d’acquérir les connaissances auxquellesrizefde leur intelligence et le temps qu’ils petiven
employer a s'instruire leur permettent d’atteindteen résultera sans doute une différence plusdea
en faveur de ceux qui ont plus de talent naturek gui une fortune indépendante laisse la libat&d
consacrer plus d’années a I'étude; mais si cetégalité ne soumet pas un homme a un autre, sofftie

un appui au plus faible, sans lui donner un maigke n’est ni un mal, ni une injustice: et, certes
serait un amour de I'égalité bien funeste que cegliicraindrait d’étendre la classe des hommesigtda
et d'y augmenter les lumiéerés

8 Jean-Baptiste Say (1767-1832)
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mathematical and statistical techniques, prefertmg@mphasise the existence of
personal values action He realised that economics is not about the anmped

data, but rather about the verbal elucidation a¥ensal facts (for example, wants
are unlimited, means are scarce) and their lognoplications. Say thus reflected
on the subjective character of metaphysical valnaglation to the places people
lived, their age and their environment (Schumpel®54, p. 615-17). Samuel

Gregg comments:

In this way, Say articulated the proto-personabsincern for

the effects of technology on the human persomie was not
opposed to analytic technology per se but was coeceits
effect on human beings. Say would have supported the
personalist understanding of a priori truths thaineprise the
human person, and as a Catholic, he would have been
comfortable with the statement that human beinge lasoul as

the first a priori truth (2002, p. 7)

For Say, entrepreneurs must engage in economiitgdn order to achieve a
profit. After determining the needs of people, theyst manufacture and supply
goods or services that will satisfy customer exagans and market the product to
demonstrate its commercial benefit or appeal (8teih998). The entrepreneurs’
human capital could result in a reduction of thestcof production through
improvementsn the manufacturing process andimtroductionsof new products.
Say'’s ideas were later developed by Joseph Schem{&11) and Israel Kirzner
(1973). However, Say did not attribute a remarkailess to the human capital of
common workerswvho constituted the majority of the populatiore slipposed that

consumers act in aeterministic and uncritical way by buying the products

8 The French original quotation i€"est la production qui ouvre des débouchés auxpita”
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presented in the market; however this assumptiemse bit contradictory with the

conception of people as free human beings.

3. Human Capital in the French Classical Socialiséchool

The 18 century French classical socialist school groupsiymauthors, such as
Pierre-Joseph Proudh8n, Claude-Henri Saint-Simon, Charles Foufferand
Robert Owefl’ (Delabre, Gautier, 1986). They believed that theietal problems
of their time were related to industrial developtand the creation of a large
population concentrated in the cities. Saint-Sinmganrticularly, maintained that the
quality of human relationsis important for the development of mankind. He
rejected (1820) the idea of a natural order geadray the free competitive market,
and instead promoted collectivism. His socialistnpbemphasised the primacy of
scientific and technological discoveries realissdaaresult of humaareativity of

teamwork(Jones, Anservitz, 1975). Saint-Simon wrote:

The more needed education for people is that fafopming
them in the realization of their work. Thereforens notions of
geometry, physics, chemistry, and hygiene, aretiaidg the
knowledge more useful for an individual for managiits
ordinary daily life, and it is clear that the wisedo are familiar
with the physic and mathematic sciences are thg onés able
to plan for it a good education syst&#(1821, p. 267-267)

% pierre Joseph-Proudhon (1809-1865)

8 Charles Fourier (1772-1837)

8" Robert Owen (1771-1858)

8 The French original quotation i4."tnstruction dont le peuple a le plus besoin eslie qui peut le
rendre le plus capable de bien exécuter les travguixdoivent lui étre confiés. Or, quelques notides
géomeétrie, de physique, de chimique et d’hygiénat mcontestablement les connaissances qui lui
seraient le plus utiles pour se gouverner dansHihale de la vie, et il est évident que le savants,
professant les sciences physiques et mathématispgsle seuls en état de faire pour lui un boriesye
d’instruction”
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Saint-Simon substituted the English traditional ividbalistic paradigm of
analysis with a heterodox Christian conceptionwhhn beings (Nelson, 1991). He
viewed (1825) man as originally existingfraternal communiorwith his fellows.
However, this anthropological conception denied fhet that man needs to
maintain time and space for his private life. latfanan also acquires personhood
in his personal moments of reflection as well aghia cultivation of his private
relation with God. For this reason, the identificatof human capital with social
capital implies a lack of consideration of someividial aspects of human beings.
Therefore, Saint-Simon conceived the growth of huneapital only as an
instrument for attaining a society grounded in giptes of solidarity and equality
(Gentile, 1960). His notion deals with an attemptigproving the worthiness of
the paradigm of “homo economicus” in economic asialy(Bellet, 2009).
Nevertheless, Saint-Simon’s beliefs leaned verydarard an anthropology based
on the social nature of man by neglecting the tlaat each person is an individual

being endowed with freedom.

4. Conclusions

The French classical school illustrates two opppsionceptions of human beings.
On one hand, the liberal authors argued that thee snust provide universal
education (Condorcet, 1791) for allowing personsexploit their human capital
(Say, 1803). In Say’s view, entrepreneurs mightthe& capacities for improving
the production process and introducing new produ@tsthe other hand, socialist
scholars pointed out that the economic and civdbfgms of society can be
exclusively solved through the diffusion of sentiiteeof solidarity and a sense of
equality among people. Saint-Simon promoted (1821)education focused on
scientific and physical matters and sustained (L8B5dea of human capital based

on cooperation and fraternity among persons.
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Chapter 4.
Human Capital in the Marxist Critique to Classical School:

A Materialist Anthropology

The Marxist critique of classical political econonwas based on Friedrich
Hegel'$® philosophical thesis. Hegel tried to elaborateystesmatic dialectic by
starting with a logical point that might have swped the Kantian approach, and
that might have further introducedteleological ontologyof the succession of
political facts. This approach was further devetbdgey Karl Marx's® (1843)
materialisticinterpretation of history. In his principal workritten in collaboration
with Friedrich Engel§® Das Kapital(1885), Marx demonised entrepreneurial profit
and objected to the concept of private propertheéname of an original heterodox
conception of natural law (Peterson, 1994). Maitictsed the free market system
because in that system private companies ofterogxpbrkers. He argued that the
added value of products manufactured by workers masentirely reflected by
workers’ wages (Andrew, 1983). Thus, a social retioh to put the means of
production under state control was necessary. Hewyehis project was deeply
characterised by materialist anthropologyHuman dignity is eliminated through
the cancellation of the employers’ economic ridke destruction of managers’
organisational responsibility, the reduction of therkers’ passion for their labour
and an inclination to sacrifices (Veca, 1973). Theeaucratisation of society
provoked empathy, disinterest and denial of regpditg for consumer satisfaction
(Isotta, 2003, p. 14-46). In the name of liberatainpeople, Marx paradoxically
empowered the authority of state within peopleisauy. Hematerialisedhuman
capital because it considered man only for its mataspects. Murray Wolfson
explains that the Marxist approach resulted in érgexternal costs. He observes:

8 Friedrich Hegel (1770-1831)
% Karl Marx (1818-1883)
°% Friedrich Engels (1820-1895)
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Labour, on the other hand, may be forced to accepditions
that are incompatible with the long-run maintenanak the
health, education, and well-being of people andrthkildren.
That is to say, they may have to live off their Anmapital®
(1986, p. 503)

In fact, Marx eliminated the economic incentivesctoefs and directors to be
creative, as well as reduced workers’ human captasimple commodityseful

only for the production of goods. Marx affirmed:

Labour-power can appear upon the market as a contgnodly
if, and so far as, its possessor, the individualogéh labour-
power it is, offers it for sale, or sells it, acammodity’® (1885,
p. 186)

Finally, the concept of Marxist human capital cam further clarified by
introducing the concept asocial product Individuals are considered part of a
collective aggregate. They are not important in ahdhemselves, but are only
important in how theyunctionin a group that works for a supposed greater gdod
society — abstractly conceived (Buttiglione, 197@arxist reasoning implied that
the individual is completely determined by the tyglework he has and by the
circumstances of time and space of the workplacerevhe operates. Marx rejected
evidence that the human person always maintainfdaeslomanddignity (Felice,

2006). In other words, Marx judged man as a mdistimentity driven by physical

2\We do not know German and we thus did not readtiggnal text of the quotation.
% We do not know German and we thus did not readtiggnal text of the quotation.
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needs but lacking a free soul. This resulted inaempt to create “heaven on

earth” by liberating the world from the evil of agsitive materialism and human

greed (Nelson, 1991). Marx believed reorganising mmodel of production was

necessary for people to attain true freedom. Thesdenied the existence of a

constitutive human liberty, which cultivated the desire foreigtal fulfilment
(Belardinelli, 1999). Secondly, Marx denied thesk@nce ofpirituality in human
life (Lobkowicz, 1964) by describing religion aseth

sigh of the oppressed creature, the heart of a the=ssg world,
and the soul of soulless conditions. It is the opiof the
people® (1843, p. 131)

In fact, he presupposed that,

It is not religion that creates man but man whoates religion,
so it is the constitution which creates the pedpléthe people
who create constitutior (1843, p. 30)

° We do not know German and we thus did not readtiggnal text of the quotation.
% We do not know German and we thus did not readtiggnal text of the quotation.
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Second Section. Human Capital in the Marginalist Swol: A Developed
Concept

Chapter 1
Human Capital in the English Marginalist School:

A Utility-Based Stock

1. Introduction

Many economic historians place the beginning ofgimalism at 1871, with the
publication of William Stanley JevonsThe Theory of Political Econon{i£nglish
school) and of Carl MengerGrundséatze der Volkswirtschaftslehre Grendsatze der
Volkswirtschaftslehre (Austrian school). Leon Walras'€lements of Pure
EconomicsSwiss school) was published in 1874. However, réd¢alvas the point

of reference for the Marginalist School, as Smits\ior the English classical one.
In fact, Schumpeter stated:

Walras’ system of economic equilibrium, uniting,itadoes, the
quality of “revolutionary” creativeness with the glity of
classical synthesis, is the only work by an ecosbihiat will
stand a comparison with the achievements of thieatet
physics. Compared with it, most of the theoretiwaltings of
that period —and beyond— however valuable in théraseand
however original subjectively, look like boats loesa liner, like
inadequate attempts to catch some particular aspett
Walrasian truth ... It would be hard to find a thestrivho does

not acknowledge Walras’ influendd. 954, p. 827-829)
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Perhaps better than others, Walras clearly andersically explained the
workings of exchange and the market in a contexfenieral economic equilibrium
by using the concepts aofarginal utility (Di Taranto, 2008a). Marginal utility is
defined as the amount of utility derived from thstlunity of good consumed. If the
marginal utility of a good is equal to that of amat good, it means that individuals

are indifferent to whether they consume the forgmod or the latter. Calculating
this point of trade-off is necessary for definiig total utility (Z/,) as a function in

relation to the quantit(Q) of goods(x):

Formula n° 1: Total Utility Function

U, =f(@Q.)

And the marginal utility7 is the ratio between the derivate of total utiljty,)

and the derivate of the quantity of goc(@s. ):

Formula n° 2: Marginal Utility Function

The function of total utility increases as longths function of marginal utility
Is positive, while the former starts to decreasemtne latter is negative.
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Figure n° 1: The Trend of Total Utility Function and Marginal Ultility
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Concerning the point of the maximization of totaility (U,). the marginal

utility U/ is reset to zero because the supply of an additignantity of goods is
indifferent for the consumer. In conclusion, thergmaalist revolution introduced
the principle by which the utility of an additionahit of a product in the eyes of a
consumer ignverselyrelated to the number of units of that productdiready

owns, at least beyond some critical quantity (BJdiLy 3).

Marginal utility is obviously asubjectivemeasure because it depends on the
characteristics of every individual. As a conse@gerall marginalist economists
substituted the English classical theory of valakted to the amount of labour
realized (Smith’s division of labour) with a neweogrounded in theelativistic
importance of goods/services in relation to evergividual's preferences. This
happened alongside the rejection of the classiedryy of economic growth as a
function of an increase of production (Say’s outet). A new theory based on the
development otonsumption(demand of goods) took its place. In Piero Sraffa’

estimation, the English classical economists wepeenmterested in the creation of
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a competition system because they saw economita eiscular proces™, while

the marginalist scholars were concerned with @hecation of resources because
they conceived of economics aa process to only one sense from factors of
production to goods of consumptiéh (1960, p. 21). Finally, the former analyzed
macroeconomic data and saw economics as a nornfatalistic science aimed at
maximising the wealth of the nation, while thedattxamined macroeconomic and
mainly microeconomicaggregates (Birken, 1988) and thought of economagca
descriptivescience feutral in confront[ing] of the ends of actifij (Bano, 1992,

p. 188). This new positivistic configuration of @omics needs experts endowed
with specialized preparation and scientific langua@Roncaglia, 2009). The
distinctions between political economy and morallgsophy and sociology and
politics became definitive when universities evelngne created specific chairs of
economics. Moreover, it was during this time whemademic associations for
economists were formed and the publication of economic regigaached a high
scientific levet®. At that point in history, the objectives, instremts and the
methods of inquiry that economists used changedathy (Fisher R.M., 1986), so

much so that Lionel Robbins stated that economics

is concerned with that aspect of behaviour whidses from the
scarcity of means to achieve given ends. It folloivat
Economics is entirely neutral between ends; thrasa far as the
achievement of “any” end is dependent on scarcensed is
germane to the preoccupations of the economist asdumes
that human beings have ends in the sense that hiase
tendencies to conduct which can be defined andretatel, and
it asks how their progress towards their objectives

% The lItalian original quotation isih processo circolarg

" The Italian original quotation isuh processo in un solo senso dai fattori di prodoei ai beni di
consume

% The Italian original quotations ism&utrale nei confronti dei fini dell’agir®

% For instance, the American Economic Associaticth the Royal Economic Society.
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conditioned by the scarcity of means ... The econamisot
concerned with ends as such. He is concerned Wweéhaay in
which the attainment of ends is limited. The endg be noble

or they may be base. They may be “material” or “iaterial”.
(1932, p. 24-25).

However, the marginalist economists supposed awithdhlistic philosophy and
continued to use the English classical paradigrthomo economicus” to describe
the behaviours of economic agents. They conceived &s a selfish and hedonistic
individual lacking in a social nature (Davis, O'Bey1994). This human being is
exclusively interested immaximizing the total utility he obtains through the
maximisation of his marginal utility drawn from tlensumption of goods and
services. In fact, the marginalist economists adgdrmn abstract configuration of
an individual available to exchange his initial emtdnents of good®xclusively
when he can increase his utility with a new bastietgoods (the trade-off
phenomenon), respecting the condition of budgesttaimts (Davis, 2003). On this
topic, Vilfredo Paret®* said ‘the individual can disappear, so long as he leawes
a photograph of his tast&$? (1897, p. 170). Indeed, the marginalist economists
included everything within the utility function efdividuals. They thought that
human emotions, human sentiments, social relatipashthical convictions, moral
ideals and personal affections could be perfectjcwtated through a good
mathematical system dfifferential type —without admitting the hypothetical and

guessed-at character of this mathematical system.

In any case, the effects of the marginalist revotuaire relevant even today. The

ethical neutralityof economic science is considered a methodologiesiulate. In

1% For example, th&conomic Journaand theQuarterly Journal of Economiosere born in those years.
191 v/ilfredo Pareto (1848-1923)

192 The French original quotation istifidividu peut disparaitre, tant il nous laisseaiphotographie de
ses goQts
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fact, Zamagni criticized the incorporation of uélianism fn the fundamental$®

(1994, p. 62) of the prevailing economic literaturlis epistemology has led to an
economic didactic exclusively concentrated on le@ymathematical and statistical
procedures to apply to abstract and narrow fiefdgpecialization and an approach

to economic research that is far from economidtseadngelo Roncaglia affirmed:

The activity of research loses its character oftiggvation to

cultural and political life, for becoming an instment of
academic career ... at this point the theoretic delstquires a
dangerous autonomy in confront of the constant roomfwith

the real world: to show the scientific capacitiesspecially
through the perfect use of analytical instrumebEgame more
important than a good practical comprehension @fl issues ™

(2001, p. 406-407)

2. Human Capital in Jevons

English marginalist economists who examined thactap human capital were
partly influenced by théavourablesocio-economic context of England at that time.
The British Commonwealth system managed a lot dérad, including immaterial
and financial resources (Aldcroft, Richardson, J9&ring the Victorian era, the
right to vote and hold public office was extendedevery English male and new,
important infrastructures were created for stimotatinternal commercial
exchanges, including laws regarding the maintenanderecognition of syndicates
(Di Taranto et al, 2000). Moreover, the internaéib@xchanges were stimulated by

193 The |talian original quotation isd4lle fondament&

1% The Italian original quotation isL"attivita di ricerca perde il suo carattere di pecipazione alla vita

culturale e politica, per divenire strumento di dara accademica.. a questo punto il dibattito teorico
acquista una pericolosa autonomia rispetto al confo costante con il mondo reale: mostrare le prepr
capacita “scientifiche”, essenzialmente tramite daffinatezza nell’'utilizzo degli strumenti analitic

diviene piu importante di una buona comprensionetiga’ degli strumenti reali”
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the gold standard system, which allowed for the veatbility of national
currencies based on minimum and maximum valuesdbaséhe value of gold. The
stability of foreign currencies in England incredsas did the security of payments
and the promotion of long-term investments (Scrépaamagni, 1989, p. 176).
Increases in the demand for goods implied a gratiie labour pool, and many
people moved from the countryside to cities to wiorKactories. The joint-stock
companies soon took the place of family property.

Jevons, the founder of this school, often uséegral mathematical calculus and
cardinal utility'® to prove that economic development derives froohrelogical
progress. Technological progress increases theigflly with which a resource is
used and tends to increase the rate of consumetitmat resource (Alcott, 2005).
Thus, Jevons asked: What causeshnological progress He argued that the
growth of human capital should be conceived as amtkcapacity for improving
processes and innovating output. As a consequéaeens set forth that the wages
of employees must beorrelated to the meritocratic importance of their
contribution to the business dynamic of firm (Bowm&997). In his own words:

All workmen competent at the moment to be emplaykde
hired, and high wages paid if necessary. Every mvao has
peculiar skill, knowledge, or experience, renderirgs
assistance valuable, will be hired at any requisibst (1871, p.
261-262)

Then, Jevons argued (1871, p. 263) that the toteduat of workers’ wages
must be obtained by subtracting the entrepreneewisrd for capital investment to

the profit of firm and then be divided based onchterion of the “scarcity” of the
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type of contribution. In other words, one who coetes important tasks has the
right to receive more money than another worker wdmoonpletes repetitive
operations within a team of workers. We know thatially the more important
tasks areknowledge-basednd so these are often connected to workersldenfe

education and training.

3. Human Capital in Sidgwick

Along this line of thought, Henry Sidgwit® —who described himself as a Jevons’s
disciple (Albee, 1901, p.82)- understood that firdemand for specialised
workers would always outpace the introduction ofvrtechnological instruments
for the second industrial revolution. However, Heoarecognised that simple
people do usually not have an awareness that edacalives an adequate return
for its expenditure in the greater abundance andebpequality of the skilled
labour’ (Sidgwick, 1883, p. 465). Sidgwick thus invokdgkstate’s interventionn
the education market for its ability to persuadeepts of the importance of
studying, for helping them to support educationte@d for stimulating national
economic development. He called for state inteieentand even promoted
allowing to women access to higher education andsgpally sustained the
foundation of Newman College (the first Englishidestial college for women) at
Cambridge University, where he was working.

Second, Sidgwick distinguished between the conceEptiman capital as only a
stock of immaterial knowledge and competences anathar of human capital as
cultural methodof exploring reality. In a posthumous essay puigits in The
Pursuit of Culturehe stated:

195 cardinal utility allows the relative magnitude ofilities to be discussed differently than ordinal
utility, which only implies that goods can be comgzhand ranked according to which good provides the
most utility.

1% Henry Sidgwick (1838-1900)
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Since the most essential function of the mind ishiok and
know, a man of cultivated mind must be essentalycerned
for knowledge: but it is not knowledge merely tijaes culture.
A man may be learned and yet lack of culture: femiay be a
pedant, and the characteristic of a pedant is th&t has
knowledge without culture. So again, a load ofgaetained in
the memory, a mass of reasonings got up merely for
examination, these are not, and they do not giVteireu It is the
love of knowledge, the ardour of scientific curigsdriving us
continually to absorb new facts and ideas, to m#édem our
own and fit them into the living and growing systemour
thought; and the trained faculty of doing this, thkert and
supple intelligence exercised and continually deed in doing
this,—it is in these that culture essentially li€Sidgwick,
Sidgwick, 1904, p. 121)

Sidgwick argued for a type of education in whichmauist teachings were
combined with scientific ones (an interdisciplinaapproach). In fact, at the
beginning of his career, in 1874, he wrote on @ufmhical topics and knew that the
conduct of human beings derived from his ultimaeals. For this reason, George
Stigler judged Sidgwick’'s approach to human capigsdd non-competitive
behaviours asthe best in the history of microeconomi(&982, p. 41).
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4. Human Capital in Marshall

Alfred Marshalt®’ was described aste Adam Smith of his agéNiehans, 1990, p.
246) in recognition of his founding of the Cambwedgchool of economics, whose
preeminent students were Arthur Cecil Pif8uand John Maynard Keyrnéd
Marshall established economics as an independadtdi study at Cambridge and
set an example by being active in offering advioegbvernment officials by
providing evidence to royal commissions (Cavalir91). However, he also
developed insights and arguments regarding Sidgsvicktion of human capital, as
he recognised him as thsgiritual father and mothé&r(Dean, 1987, p. 328-329) of
the concept.

Marshall mainly analyzed the relationship betweemn&n capital and social
stability and pointed out thatie wisdom of expending public and private funds on
education is not be measured by its direct fruitsmd (1890, p. 179). Marshall
believed that education stimulates people’s meptalcess and promotes the
development of a sense of curiosity, prompting isge to want to know how and
why events occur. He held that the phenomenon ivgsrohelifestyle of a person
during his or her working hours and that, durimges of leisure hones the attention
and worthiness of the person in completing her gagkd developing social
relationships (Tu, 1969, p. 705-707). Marshall ustteod that more educated
people usually internalise gowodoral valuesby studying and learning with a spirit
of collaboration for the attainment of the commarod,. In addition, individuals
endowed with a sense of culture almost always kelraa moderate and prudent
way and by looking intod distant event as of a nearly the same importasce it
were close at harid(1890, p. 217). In Marshall's view, investments human
capital are useful for every individual and all istes because they contribute to
the development of trust and reciprocity in ecormatfairs (Kiker, 1966).

197 Alfred Marshall (1842-1924)
198 Arthur Cecil Pigou (1877-1959)
199 30hn Maynard Keynes (1883-1946)
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As a consequence, Marshall supported the legitinmdcstate interventionn
market education to allow all people to perfectrtiate talents and capacities for
the well-being of the entire society. In his mitlie state must stimulate education,
build institutes where there are none, and supi@tmajor portion of education

costs. He wrote:

We must look not so much at those who stay inahle and file
on the working classes, as at those who rise frdrarable birth
to join the higher ranks of skilled artisans, tocbme foremen
or employers, to advance the boundaries of sciemcppssibly
to add to the national wealth in art and literature There is no
extravagance more prejudicial to the growth of oa#l wealth
than that wasteful negligence which allows genhat happens
to be born of lowly parentage to expend itselfawlly work. No
change would conduce so much to a rapid increaseaiérial

wealth as an improvement in our scho@Is890, p. 176)

He concluded this thought with the following sigegint sentence:

All that is spent during many years in opening theans of
higher education to the masses would be well paidf ft called
out one more Newton or Darwin, Shakespeare or Beetn
(1890, p. 180)

For Marshall, the valorisation of human capital mepromoting the equality of
opportunities and meritocracy in the context ofegefsociety and renderinvgrtical
mobility possible in the scenario of a free labour markétpkrs, 1999). If
education is available to all, everyone can attagh working positions through

their capabilities and efforts. On the other hakthrshall always rejected the

103



An Economic Personalist Perspective on Human Capital: A Compared Anthropological Interpretation

hypothesis of human beings asarketable goodsa point that Richard Blandy
(1967, p. 874) observes when he states that Marskael the expressions of
“individual’s wealth” and “human capital” in an atrst interchangeable manner,
especially in the older version of Hsinciples of EconomicsThis means that, for
Marshall, the wealth of an individual coincides lwhis stock of knowledge and

abilities.

On the other hand, Arthur Pigou, who studied urMarshall and later held his
chair at Cambridge University, refers (1920, p.)6®® human capitat® and
specifies that, in terms of the theories of theolabmarket, we cannot make an
assumptionregarding the fact that an employee earns a waggal éo what he
would receive from another firm. In fact, we canbetsure that a worker changing
jobs would necessarily receive the same wage dswthigh he was paid by his
previous firm (Takami, 2009). As a consequenceo®{d 946) argued that, in order
to fully analyze human capital, it is necessargttaly the individual as @onsumer
(economics of welfare), rather than as a fact@ooinomic growth.

5. Conclusions

The English marginalist school presented intergstisights of analysis concerning
human capital. Adherents argued that the acquisitd individuals’ scientific
knowledge was on the basis of the technologicatodisries, which causes
economic growth (Backhouse, 2006). As a consequerticey suggested
specialisation in manpower in order to improve #figciency of the machines of
production (Sidgwick, 1883) and adopting a meriticr system for wage
determination in relation to the importance of thek completed by the worker
(Jevons, 1871, p. 261-263).

110 pigou first used the term “human capital” wheringita sentence froriVorks and Wageby the
economist Sydney Chapman.
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Although they defended the principle of free contpmet in the economy, they
justified anactive roleby the state in terms of education marketing, comgating
to parents the value of studying and helping thersupport the costs of education
(Sidgwick, 1883; Marshall, 1890). In fact, they aegd that society gains many
advantages from the growth of human capital, sscéoaial stability, worthiness in
intrapersonal relations and wise and moral behasian trade and working
contexts (Kiker, 1966).

Moreover, we must distinguish Sidgwick’s propodagjioing young people both
a scientific and a humanist preparation so as rideethem capable of exploring
reality with a far-reaching cultural approach (Suitk, Sidgwick, 1904). Rather,
Marshall (1890, p. 176-180) endorsed the expedientlie perspective of societal
well-being and of establishing an education systgrounded in equality of
opportunities among rich and poor people. He fawdwonstructing a meritocratic
system of labour market (vertical mobility). In ¢@st, Pigou (1920) reversed the
point of view by advancing methodological perplestbased on theories of labour
market dynamics in an attempt to lead the topibwhan capital in a scenario of

economics of welfare (Pigou, 1946).

However, the English marginalist scholars did nietweducation and training
as private and positional goods, even if they adedran economic theory based on
the idea of ‘scarcity’. This constitutes pmradox because, on one side, Jevons,
Sidgwick and Marshall used the paradigm of utititydetermine the value of all
economic stock and yet, on the other hand, theyeakghat human capital cannot
be treated based on the new economic instrumeamaidysis. As a consequence, we
can affirm that, in the English marginalist schotiiere is an epistemological
contradiction While the general statement of marginalism stdtas economics is
a neutral science independent from the ends afigaetnd consequently capable of
analyzing all economic dynamics, the evidence pdfre incapacity of examining

the economic stock of human capital through atytitistrument.
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Chapter 2
Human Capital in the Austrian Marginalist School:

An Evolutionary Approach

1. Introduction

The Austrian marginalist school was founded in thig Carl Mengef'* (1871),
who developed the minimal regulation view of therkea (natural law tradition)
promoted by the Spanish Late-Scholastic moral tggahs (Chafuen, 2003b) and
by the French classical liberal economists (DolE8i76). Menger spelled out the
subjective basis of economic value and fully expdi the theory of marginal
utility. He viewed economics as a sciencenofividual choicedased ordeductive
logic. These choices, in Menger’s opinion, are deterchimg individualsubjective
preferencesand the margin on which decisions are made. Arsearuence,
deductive logic is regarded as the essential mglt#iock for the development of a

universally valid economic theory (Machlup, 1982).

Menger introduced to economics the paradigm of‘d@leéng individual’. This
anthropological conception describes man as abfeg®y endowed with rationality
who chooses among alternative possibilities ofoacin daily life in a context
characterized bysychologicalinfluences (von Hayek, 1968). In fact, the “acting
individual” makes decision, produces things and eeigmces sentiments in a
society where many other individuals are acting amdere planned and
unpredictable contingent factors affect him andeh(Koppl, Mongiovi, 1988).
Therefore, in the Austrian perspective, an indiaidis someone who wants to
maximize his utility by satisfying his preferendagt sometimes can makastakes
by attaining sub-optimal performances.

Since the 1930s, no economists from the Universityienna or any other

Austrian University have been leading figures ire thnarginalist movement

11 Carl Menger (1840-1921)
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(Boettke, Leeson, 2003). In the 1930s and 194@s Atlstrian marginalist school
moved to Britain and United States, and scholase@ated with the approach were
working primarily at the London School of Economid®31-1950), New York
University (1944- ), Auburn University (1983- ) ariseorge Mason University
(1981- ). However, in this paper we limit our arsidyonly to Ludwig von Misés?,
Joseph Alois Schumpetét and Friedrich von Hayék' because their work is
particularly concerned with the topic of human talpiNevertheless, we must
remember that many other remarkable scholars, asidfritz Machlup'®, Ludwig
Lachmann'® and Murray Rothbafd’ also belong to the Austrian marginalist

school.

2. Human Capital in von Mises

Von Mises was an economic advisor to the Austribar@ber of Commerce when
he publishedTheorie des Geldes und der Umlaufsmiitfeln 1912. In it, he
contrasted the point of the inexplicability of th@ice’ of money through the
instrument of subjective economic valuations ofividials promoted by Eugen
von Béhm-Bawerk'’$® theory of capital and interest (1880-1884), whishs
derived from Menger's theory of higher-order goodeow the value that
consumers place on final products determines thevaf goods higher up in the
production process. Indeed, von Mises proved thath@asing power is constituted
by the intensity of consumer demand for a spe&ficnomic good as opposed to
another good. With this in mind, von Mises formathttheregression theorem
according to which the demand of money initiallysas out of its commodity-

exchange past. In 1913, von Mises was appointéaketéaculty of the University of

1121 udwig von Mises (1881-1973)

113 Alois Schumpeter (1883-1950)

14 Eriedrich von Hayek (1899-1992)

115 Fritz Machlup (1902-1983)

1181 udwig Lachmann (1906-1990)

7 Murray Rothbard (1926-1995)

18 This Misesian work was translated into Englishhwiie titleThe Theory of Money and Credit
119 Eugen von Bohm-Bawerk (1851-1914)
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Vienna, but his career was interrupted for fourrgeduring World War | when he
was called to serve in the German Army.

2.1 Von Mises’s Human Capital inSozialismus

At the end of the war, von Mises returned to warkha University and published
Die Gemeinwirtschaft: Untersuchungen Uuber den Sismias (1922), which
focused on the problem of socialism. Here, he deedeof economics as the
science of thallocation of scarce resources to satisfy human needs aneléel
that the level of scarcity of a good is quantifimdthe amount of its relative price in
the context of a free markét Instead, he argued, socialism neglected the teriva
property of goods and promoted a planned econongyemine prices were not free.
As a consequence, the socialist theory does notigedo central planners any
indication of the relative scarcities of resourfiderbener, 1991). These planners,
in turn, find themselves lacking knowledge and infation and thus cannot
rationally allocate the factors of production taeithmost efficient use (Murrel,
1983). Many years later, von Mises commented tigtiiticism against socialism
“was not new; it was merely a logical conclusionnfréhe theory of subjective
value (1978, p. 111).

The Mengerian subjective (and relativistic) theasf value affirmed the
impossibility of determining value by a collectientity. As Peter Boetkke and
Peter Leeson (2006a) have observed, value is thokistvely related to the
satisfaction of the preferences of every individnahecontingent contextf space
and time where one makes decisions. For exampteydlue of a glass of cold
water is subjective because the marginal utilityitols higher in the middle of
Sahara Desert for a thirsty and tired tourist tihas for the same individual in the
city during a normal working day. Von Mises (192Z%plained that value does not

1201n von Hayek’s famous example, when people ndtiegthe price of tin has risen, they do not need t
know whether the cause was an increase in demantnf@r a decrease in supply. Either way, the
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exist apart from amdividual valuerwho ranks the relative importance of his ends
and the relevance of instrumental objectives fenthn light of his human capital,
which is conceived as his individulistory and his individuakcharacter(Hoppe,
1996). The subjective valuation of every individualited with those of other
individuals in action gives place to the market.aVis there beyond the process of
the formation of subjective valuations? What fastmfluence the construction of
individuals’ preferences? Although von Mises did nee the expression ‘human
capital’, he referred to this concept to refer lopgsychologicalandethical factors
contained within the human brain. These elementsiallg determine every
individual’'s choices, even if their impact depempastly on the institutional context
built by preceding generations of people and by abtons of other individuals
(Salerno, 1990). However, von Mises also recognihednetaphysical character of
the elements that compose human capital and avgigiggihg their morality. He
stated:

Utility ... includes all human ends, regardlessvdiether the
motives of action are moral or immoral, noble omadle,

altruistic or egoistic (1922, p. 113)

From a methodological point of view, von Mises (2pargued that the primary
task of economic analysis is to make economic pimema intelligible by basing it
on individual purposes and plans, while the secontiesk of economic analysis is
to trace theunintended consequences individual choices. In von Mises’ view,
human capital is a series of psychological andcathpreferences that can be
inserted into a utility function and ranked on @mlinal scale(not by a cardinal
one). Indeed, von Mises favoured the applicatiomathematics to economics for

ranking the marginal utility of different choices, howevee contemporaneously

increase in the price of tin leads them to econentn its use. Market prices change quickly when
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argued against positivistic logic in economics (B&e, Leeson, 2006b). He was a
positive, but not a positivistic, economist becabseargued that some economic
topics —especially those related to subjective Ipshgy as human capital- were
not analysable with the quantitative instrumentgdiction used in the natural
sciences (Batemarco, 1998). In fact, because vaedconsidered economics an
independent social science, he rejected the siitentethod of causal principles of

phenomena used in physics.

In a free market society, every type of exchandgedegplace because of the
different valuations that goods and services recémem sellers and buyers (de
Soto, 2001). In common situations, the former hifferént preferences than the
latter, and so he exchanges the goods or senacesdney. Sellers and buyers both
maximize their utility byfreely determining theprice of exchange (an efficient
allocation of resources). On the other hand, if bnger and the seller have the
same human capital because they have experieneedathe type of personal
history (such as cultural background and family imng) and live in the same
cultural and geographical contexts, they could geshattribute the same value to
the good or service and they will not exchangeélitman capital is thus something
that determines an individual’'s choices and contaapeously is something that is
determined by an individual's characteristics aifel dontexts. In this regard, von

Mises stated:

The purpose of action is to attain success in thddathat is our
environment. Adjusting to the conditions of thisrld/@and its
order is therefore expedient in any case. If thenan mind can
give birth to rules of the game that are usefulhis adjustment,
then only two explanations remain open: either ¢hdas
something in our minds that belongs to the envimmmand

permits us to understand it —an “a priori”; or thenvironment

underlying conditions change, which leads peopkedjast quickly.
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plies our minds with rules that enable us to dedhwt. In no
case is there room for arbitrariness and conventibagic is
either active within us or effected within us. fteats the world
through us, or the world affects us through it. lcog the stuff
of the world, of reality, and of lif€1940, p. 109)

In this way, von Mises introduced the theory oftatkactics™*

(market interaction)

as the result of an integral, dynamic process ahdru action in an environment of
freedom The process idynamicbecause it changes every second as all individoals
the world apply the preferences of human capifathis process is manipulated or
controlled partially or totally by political actiotihrough an alteration of prices’ natural
trends -central planning, growth of taxation, fiatoney or complication of

bureaucracy-, with the noble intent of improvingiab cohesion, the processes is no
longer dynamic (von Mises, 1944a; 1944b). It becowstatic, predetermined and dead
because it is no longer a reflection of the indinald’ subjective valuations of the

marketplace. In fact, von Mises (1929) consideledexpediency of state abstention in

the workings of the market just at the beginningisfcareer.

2.2 Von Mises’s Human Capital inHuman Action

We know that, in the late 1930s, after suffering Worldwide Depression, Austria
was threatened by a Nazi takeover. von Mises haeh@ moved to Geneva to
teach and write at the International Institute @raduate Studies, and he later
emigrated to the United States. There, he becamplydaware of the duty of an
economist to elaborate a series gyfistematic thoughtgapable of embracing
macroeconomics, microeconomics, monetary economiabpur economics,

financial economics, international economics andf@th. In other words, von

121 Catallactics derives from the original Greek magrf the word “katallaxy” —exchange and bringing
a stranger into friendship through exchange.
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Mises judged indispensable the ability to ident#ypoint of unity among the
branches of economic science, obviously maintaintihg specializations of
different fields of research and teachingHaman Action(1949), he set forth that
the paradigm of the *acting individual’, saying tim is the more apt instrument for
expressing the application of an individual’'s hunsapital in the dynamic of all his
actions. He stated:

Choosing determines all human decisions. In makisgchoice
man chooses not only between various material thiagd

services. All human values are offered for optiat.ends and
all means, both material and ideal issues, the isubland the
base, the noble and the ignoble, are ranged imaglsirow and
subjected to a decision which picks out one thing sets aside
another. Nothing that men aim at or want to avo&mnains

outside of this arrangement into a unique scalgrafiation and

preference. The modern theory of value (subjectiatie)

widens the scientific horizon and enlarges thedfafl economic
studies (1949, p. 3)

von Mises thus proposed a ‘praxeology’ of humamoactPraxeology provides
instruments of observation to explain what indiaduwant by acting in one way
rather than in another (Gonce, 1973). Praxeologyanes silent concerning the
characteristics of an actor’'s human capital (pshadioal internal states, emotional
experiences, ethical beliefs and moral values)dassumes that every individual
always acts because he wants to improve his sta#airs. For von Mises, every
human subject continuously tries to change a lesgable state of affairs into a
more desirable one (Aranzadi, Rodriguez, Turmoay2a009). Acting thus consists

of selecting a pattern of behaviours designed tohéw the actor’'s purpose.
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Choosing not to act also constitutes a modalitaaifon represented by a wanted
absence of actions aimed to the actor’s purpossed¥in action is alwayational,
purposeful and selfish (Caldwell, 1984) because in von Mises’'s mind, homa
actions may or may not come into conflict with moreorms and can be
unsuccessful because individuals sometimes makéakas or harbour unfair
expectations and unjust judgments (Beaulier, CeRisrchitko, 2001). In fact, von
Mises conceived of human decisionsfi@e actions made by creative individuals
and not by static and perfectly predictable “hommr®micus” because he
recognized that a real decision among alternativeices supposes a concrete
individual and not just his abstract preferences.réjected thenechanicalvision

of human action proposed by the English marginaidtool and the Chicago

marginalist one, so much so that he stated:

Economics deals with the real actions of real mentheorems
refer neither to ideal nor to perfect men, neitb@the phantom
of a fabulous economic man nor to the statistication of an
average man. Man with all his weaknesses and ltranta,

every man as he lives and acts, is the subjectemait

catallactics. Every human action is a theme of podagy

(1949, p. 651)

In any case, for von Mises, individuals asolated beings who live in
community only for self-interest. In this way, hé chot take into account the
importance of possible returns or evpar se the returns of relational goods,
personal affections, altruistic behaviours, moralues and religious experiences
(Gui, 2000). He actually thought that human indiats’ aims in all aspects of life
—including those just cited— moved toward a selasiempt to improve personal

welfare. Consequently, von Mises introduced theaidef methodological
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individualism which is not a claim of private space in the eroit sphere or an
emphasis on the atomistic constitution of socidyt rather the instrument of
economic research for discovering and understansiiftigective human capital of

individuals as it existeeyondtheir actions.

von Mises’s approach was seriously criticized bgrkBlaug (1980, p. 93) for
its unjustifiable idiosyncrasy against people and by Paul Samuelson fie “
exaggerated claims ... for the power of deductind @ priori’ reasoning (1964,
p. 736). In von Mises’s view, a prioristic theocati knowledge is based @®lf-
evidentaxioms that emerge from the end-directed naturbumhan actions. von
Mises argued that is always true the principle thdividuals prefer goods sooner
than later as well as that of disutility of labotdowever, these reflections cannot
pretend to be universal. For example, a morallydgoerson prefers to have a good
later than sooner when that allows her to not comgse her dignity. We think that
it is true that man operates for his own interebtd, he also makes things for
unselfish purposes, such as affective sentimehikgophical ideals and religious
beliefs. Finally, the Misesian approaadtid not recognizethe autonomous
subjectivity of intermediate bodies, such as fasili associations or groups
(Zanotti, 1998). These social realities are coreionly as creations of individuals
to help them attain their goals. Yet, they are glsmes where people reciprocally
influence one another, communicate their life eigreres and develop their
knowledge of reality (Donati, 2007). Here, humapita can flourish by learning
the practice of civic virtues and by developingramate attitude toward good social

relations with others (Colombo, Merzoni, 2008).

3. Human Capital in Schumpeter

The collocation of Schumpeter within the Austrianarginalist school is quite

controversial In fact, some historians of economic thought argibat Schumpeter,
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although he studied at Vienna University and haibdfich von Wieséf? as his
academic advisor, does not belong to the Austriangmalist school. They maintain
that Schumpeter preferred an approach of econondtysis grounded in history and
statistics, with the exception of hidas Wesen und der Hauptinhalt der theoretischen
Nationaloekonom&® (1908), where it is clear he favoured the prommotiof
methodological individualism and Walrasian economduilibrium. In addition, they
observed that Schumpeter’s theories are primarignted tosupply dynamicg a way
that differs from the view held by other Austriammginalist authors. On the other hand,
we agree with the scholars who include Schumpetemg the preeminent authors of
the Austrian marginalist school. In fact, Schumpéi®59, p. 827-829) always praised
the intelligence of Menger’s ideas —although hesgoeyond them— and built all of his
theories on the paradigm of the ‘acting individu@achlup, 1951). Schumpeter
enlarged the concept of human being by attribuiinig psychological features (e.g. the
entrepreneurial idea) and empirical characteridigcg. the application of innovation)
and tried to create a systematic and dynamic visfoeconomics from the perspective

of a unity of knowledge with the other sciencesi¢8bya, 1997).

3.1 Schumpeter’s Human Capital in the Young Trilogy

After earning his law degree, Schumpeter beganndittg von Bohm-Bawerk’s
seminars, for which he wrote several papers (190885b; 1905c; 1906). Then, he
worked in Vienna and at many other European unitessuntil his 1932 departure for
Harvard University, in the United States. This gapdical transfer coincides with the
boundary linebetween the young and the mature trilogies (Stplp@894). In fact,
between the last work of the former and the fifsthe latter, Schumpeter remained

silentfor 25 years.

122 Friedrich von Wieser (1851-1926)
128 This Schumpeterian work was translated into Ehghis The Nature and Essence of Theoretical
Economics
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In the young trilogy, the 1908 work was dedicaediethodological issues, the 1911
one to the factors of economic development and #ie! to a brief history of the social
sciences. Schumpeter mainly analyzed the topic wham capital inTheorie der
wirtschaftlichen Entwicklurg* (1911). In it, he emphasized the human capitadrof
entrepreneur, moving forward from Mengers’ gengrathtic economic equilibrium by
challenging the existing structures and settingustidal dynamics and economic
development into motion (Becker, Knudsen, 2002husapeter divided the process of

economic development into three stages:

)] Invention which is intended as the technical discovery eivn
things or new ways of doing things;

i) Innovation which refers to the successful commercializatba
new good stemming from technical discoveries orew rombination of
knowledge; and

iii) Imitation, which regards the adoption and diffusion of new
products or processes to markets.

The separation between the first and second pértheoeconomic development
process is interesting because it implies thattbkation of technological opportunity is
typically presentedoutside the domain of the entrepreneur. Schumpeter always
supported this theory (Ebner, 2006). In one offia papers of his career, we find this

affirmation:

The inventor produces ideas, the entrepreneur “gibiggs
done” ... an idea or scientific principle is noty litself, of any

importance for economic practic€Schumpeter, 1947, p. 149)

12%This Schumpeterian work was translated into Engtisfihe Theory of Economic Development: An
inquiry into profits, capital, credit, interest aride business cycle
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In Schumpeter’s (1911) opinion, an inventor's huneapital is constituted by
his capacity to elaborate an invention, while thladn entrepreneur is represented
by the ability to indentify and exploit the oppartties of the market. Invention can
be regarded as the production of new output, ttrednction of a new method of
production, the opening of a new market, the coagaenew sources of supply for
raw materials or the realisation of changes witlinbusiness organization.
Innovation is the concrete application of an inv@mt while imitation is the
diffusion of the innovation in the market (McCra2Q07). Innovation and imitation
serve as the moral justifications for entrepreneomsfits because they are related
to the economic risk of introducing new outputstie® market. However, the
vertical integrationof the stages of invention and those of innovaéind imitation
brings about economics of scale and complementaowledge assets (Grossman,

Hart, 1986). However, Schumpeter advised:

Economic leadership in particular must hence bdimtigished
from “invention”. As long as they are not carriedto practice,
inventions are economically irrelevant. And to garany
improvement into effect is a task entirely differérom the
inventing of it, and a task, moreover, requiringiegty different
kinds of aptitudes. Although entrepreneurs of ceumsay be
inventors just as they may be capitalists, theyiaventors not
by nature of their function but by coincidence amze versa ...
it is, therefore, not advisable, and it may be dogimt
misleading, to stress the element of inventionsiash as many
writers da (1911, p. 88-89)

On the other hand, bankers must respond to thedialrisk of supporting the

business plans proposed by entrepreneurs. In Satargview, entrepreneurs and
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bankers do not have the wealth of their purposerdther aspire tsocial ascent
and are encouraged by the joy of creating, thespleaof victory over their
competitors and the awareness of their role asshefdconomic dynamics (Frank,
1998). The Schumpeterian theory of entrepreneurstap one chief policy
implication: how to stimulate in practice the adiveof more individual,

entrepreneurial acts.

The Schumpeterian theory of economic developmeaneg a field of specific
research in literature (Blaug, 2000; Shane, Vem&atan, 2000). Frank Knigh?
(1921) adjusted it in the perspective of fusionaeetn the figure of an inventor and
that of an entrepreneur in an attempt to reduceutiezrtainty of economic risk
through the immediate realization of suitable migdifons to an original invention
in conformity to the needs of the market beforedbmmercialisation of the output.
On his side, Israel Kirzn& (1973) contrasted the Schumpeterian thesis byiraggu
that entrepreneurs move the economy toward equilibiby taking advantage of
arbitrage possibilities (such as the misallocatbresources) created by exogenous
changes or errors made by other market decisiorersakn Kirzner's (1999)
opinion, the human capital of the entrepreneurhigracterized bwalertness For
this purpose, one must possess creativity, imagmathe ability to anticipate
events and identify the right sources of knowleddput market data. Kirzner
pointed out the dnalytical essence(1999, p. 12) of an entrepreneur's human
capital, extended his analysis of entrepreneutattion from the Schumpeterian
single period to a multi-period equilibration amntified in the pure profit the end

in itself of entrepreneurial activity.

3.2 Schumpeter’'s Human Capital in the Mature Trilogy

During his tenure at Harvard University, Schumpeteste three important books

(in 1939, 1942 and 1954) and was recognized evessavhs one of the leading

125 Frank Knight (1885-1972)
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economists who provided an alternative to Keyng390; 1926; 1936) revolution.
Schumpeter shifted his scientific interests to alkdegree to analyse the history of
capitalism by using statistical data referring twomomic history. In his 1939
Business Cycles: A Theoretical, Historical and iStatal Analysis of the Capitalist
Process Schumpeter shifted his attention from the humaibjest of the
entrepreneur-innovator to the non-human topic abymtion (Langlois, 2003). In
fact, as in United States he faced a capitalishtdraed to be more oligopolistic
than that of Europe (Romer, 1996), he thoughttimanotion of invention could be
transformed into innovation and then into imitatibg big firms, big research
centres and, in same cases, by states. This imales-personalizationof the

‘acting individual’ in his young vision of economilevelopment.

Instead, in 1942'€apitalism, Socialism and Democracychumpeter set forth
the more adequate political and institutionahtextwherein the human capital of
an entrepreneur was embodied in the staff of bggzations and could flourish
and develop (Thornton, 1999). He observed thattalpn was going towards its
death on account of the diffusion of a new culturethe market. Schumpeter
believed that American intellectuals were persuggieople that capitalism was not
a moral economic system and thus rendering them &ise and engaged in
working activity. On the other hand, he noted tlvatsocialist countries, the firms
were always more incapable of efficiency as a testithe internal growth of

bureaucratisation, which caused inefficient rowgine

As a consequence, Schumpeter judged it his midsiorinforce the principle
according which economic development proceeds giroa human capital
sequence of invention-innovation-imitation in whicliee competition acts
selectively. This process of a constant creatiothefmarket was called “creative

destruction” (Buchanan, Vanberg, 1991). Regardiigy Schumpeter stated:

126 |srael Kirzner (1930- )
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Economists are at long last emerging from the stagehich
price competition is all they saw. As soon as dyali
competition, and sales effort are admitted in thecred
precincts of theory, the price variable is oustadnf its
dominant position. However, it is still competitiaithin a rigid
pattern of invariant conditions, method of prodoatiand forms
of industrial organization in particular, that précally
monopolizes attention. But in capitalistic reality it is not the
kind of competition which counts but the competitar the new
commodity, the new technology, the new source mflguthe
new type of organization (the largest-scale unitcohtrol for
instance) — competition which commands a decisb& or
guality advantage and which strikes not at the nreegf the
profits and the outputs of the existing firms, it their
foundations and at their very lived 942, p. 85)

This position actually reverses the order of thelrd$ésan account. The
convergence of prices to levels that ensure anliequm between supply and
demand —the central component of Walras’'s theos/~+egarded as being of
secondary importance. The main problem, Schumpetetends, is that of
competition as &electiveprocedure that singles out the best mode of pramtuct
(Foster, 2000). So, even if he declared himselbg¢ca great admirer of Walras’s
general equilibrium approach, Schumpeter fully mpooated into his theory the
competition features focused on by the Austriaearrling (innovation), selection
and incentives, all of which play a fundamentaénol the picture (Metcalfe, 1988).
Schumpeter viewed competition as giving rise to ¢betinuous redistribution of
resources and wealth among individuals, expellggée found to be unfit from the
market (Santarelli, Pesciarelli, 1990). Competitmmeates and destroys fortunes,
jobs and wealth, and therefore is the fundamerdatce of the rise and fall of

economic institutions.
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As a consequence, in Schumpeter’'s view, we cantifdea dynamic and
evolutionary concept of human capital that is gaed on an individualist and
selfish anthropology. The social nature of humandes neglected to the point that
Schumpeter never emphasised the relevanceeymediate bodies the growth of
human capital. As his preoccupation is exclusivklgt of making the economy
work by increasing the material well-being of stgi&Schumpeter believed that the
vocation of every man should be to accumulate ashnwealth as possible. On
contrary, the evidence proves that every humangbeiesires to bentegrally
fulfilled. This means that man’s human capital Isoarelated to the cultivation of
unselfish social relationships, the test of happyotons and sentiments, the

practice of moral behaviours and the experienaelafious journeys.

4. Human Capital in von Hayek

Friedrich von Hayek studied at Vienna Universityridg its academic heyday
(Antiseri, 2000; Aa.Vv., 2000). In 1931, he left wmrk at the London School of
Economics and Political Science, and in 1950 heca#led to the United States for
a position at the University of Chicago. During lastire career he conceived
human capital asacit knowledgeby influencing and at the same time by being
influenced by the theories of inarticulate knowledd Gilbert Rylé*’ and Michael
Polanyi® In fact, Ryle (1949) introduced a configuratidhhaman capital as the
ability to do something, that is, the learningkabw-how He referred (1949, p. 40)
to a stock of knowledge that can be analyzed thraugpsts-benefits calculation
On the contrary, Polanyi (1958) argued for humapitah constituted by an

unexpressed process of mastery baseaqerienceand skilful coping (Cohen,

127 Gilbert Ryle (1900-1976)

128 Michael Polanyi (1891-1976). von Hayek remembe®ethnyi’s years in Chicago with the following

in his 1978 interview with James Buchanan (quotellirowski, 1998): Polanyi was for a few years my
colleague on the Committee on Social Thought atithigersity of Chicago, and there was an interegtin
relationship for a period of ten years when we reapga to move from the same problem to the same
problem. Our answers were not the same, but ferpgkriod we were always just thinking about theesam
problems. We had very interesting discussions &atth other, and | liked him personally very mtich
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Levinthal, 1990). He explained (1966) that thesen&m capabilities have a
practical character because they consist of uralestg how to get along with
people, how to care for things, how to look at nand so on. Clearly, this type of
knowledge is formed by an active and personal wemlent in knowing and almost
always remainsmplicit —we know but we cannot tell (Jacobs, 1999). Te #nd,
Polanyi wrote:

Tacit knowledge is the fundamental power of thedmwhich

creates explicit knowledge, lends meaning to it eodtrols its

use ... The ideal of a strictly explicit knowledgandeed self-
contradictory; deprived of their tacit coefficientall spoken
words, all formulae, all maps and graphs, are dlyic
meaningless. An exact mathematical theory mean&ingpt
unless we recognize an inexact non-mathematicavlatye on
which it bears and a person whose judgment uphdiis

bearing (1969, p. 156)

Polanyi (1969, p. 148) thought that human capitgblies that peoplewell in
things. In this way, the human being extends hsa#tedge of the world beyond his
bodily existenc&® (Loasby, 2002).

On the other hand, more or less in that period beteSimon® (1947) also
argued that studying economic organizations meaameling concrete human

actions. He observed (1957) that the common humperence proves that men

129 For instance, we can examine the human capital bfind man. When he first faces a stick, he
attempts to understand it. He learns how to usmdk tries to master it. After learning how to uke t
stick, he no longer pays attention to it. It becera@ extension of his bodily existence. He dirdiss
attention to things the stick touches. He begindind his way with its help. The stick becomes
transparent for him and remains there and shageBlithd man’s explicit understanding of the stiele
begins to indwell in it.

130 Herbert Simon (1916-2001)
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make decisions using a human capital charactebyeabounded rationality In
fact, people have cognitive constraints in theinaninds, receive a limited amount
of information regarding matters and conditionsdetisions and take of a finite
amount of time to make decisions. Bounded ratiopatnplies the substitution of
the assumption of the principle of efficiency mabaation in human decisions in
favour of the criterion of satisfaction (Simon, 29.7Actually, an economic agent
adopts his ‘heuristic’ capacity to make decisiohs: seeks the best satisfactory
solution in response to his needs in a preciseezorfRothbard, 1989). However,
we can analyze von Hayek’s contribution regardinghan capital most deeply by
following the chronological order of his work.

4.1 von Hayek’s Human Capital beforeThe Sensory Order

von Hayek first became interested in psychology 920, while he was working
toward his law degree, and he wrote a paper ondh&e of consciousness and the
mind (Vaughn, 1994, p. 121, note 1). However, hetipel paper aside and turned to
economics for practical reasons. Until the mid 3@ did not emphasise the
important role of tacit knowledge and bounded ratldy in his view of human
capital (Caldwell, 2004, p. 136-139). Later, Tine Socialist Calculation II: The
State of the Debatfl948a), von Hayek developed the relationship betvocal
knowledgeof every individual and its inference to inartiatd knowledge (Zappia,
1996). He argued that no single person has allkim@vledge necessary for
economic calculations inside her head at any tinedding the practical ability to

do things. He stated:

Much of the knowledge that is actually utilizedoysno means
“in existence” in this ready-made form. Most ofcinsists in a
technique of thought which enables the individuaieeer to

find new solutions rapidly as soon as he is cortedrwith new
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constellations of circumstances. To assume, thetigedbility of

these mathematical solutions, we should have tonasshat the
concentration of knowledge at the central authovityuld also
include a capacity to discover any improvementegad of this

sort (1948a, p. 155)

Second, for von Hayek (1948b), tdesseminationof knowledge in society is
decisive for the understanding of the impractiaggbof planning an economy. No
individual (or authority) can accumulate a suffitiequantity of codified
information to indentify and attain the optimal adefor himself and other people
(Caldwell, 1997). In fact, for von Hayek, individeahuman capital is not only
constituted by factual knowledge but also by someenents not determinable by
the pure logic of codification. Mankind’'s human tapdepends on individual's
historical experiences, emotions and sentimentglandstitutional contexts where
the individuals live. IrEconomics and Knowledd&948b), von Hayek thus pushed
forward the impossibility of articulating human dap This provides the ground
for the achievement okpontaneous orderBladel, 2005). In fact, in free
interactions of exchange, individuals reciprocalbmmunicate the bits of explicit
and implicit knowledge they have and dynamicallytdtheir actions to others’
economic needs. Consequently, it becomes possilbgath an equilibrium through

processes of disequilibrium.

von Hayek demonstrated that the more efficient aketais in confronting
economic planning, the greater the capacity to gotine details of everyday
economic life (local, implicit and private knowlegl@f individuals) into public use
and thus to enhance the talents and the humaratap#very individual who puts

himself into motion. In his own words:
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The shipper who earns his living from using otheeaémpty or
half-filled journey of tramp-steamers, or the estagent whose
whole knowledge is almost exclusively one of teargor
opportunities, or the arbitrageur who gains from céb
differences of commodity prices-are all performiagninently
useful functions based on special knowledge otimstances of
the fleeting moment not know to oth€d948a, p. 80)

von Hayek underlined the importance of an individupractical understanding
of the situation he faces because economic knowledgspecially implicit
knowledge, issmbeddedn practices, shared skills, institutions and tsehln fact,
human capital includes a set of explicit and cedificompetencies, capacities,
abilities and procedures and a portion of implasitd local knowledge. This last
type of knowledge is ofteanconsciousand can be embedded in skills, although it
does not coincide with skills. Finally, von Haye#lvanced his analysis ifihe

Counterrevolution of Scien¢&@952a), where he affirmed:

Indeed any social processes which deserve to tedcaocial”
in distinction to the action of individuals are aBt “ex
definition” not conscious. In so far as such praeEs are
capable of producing a useful order which could have been
produced by conscious direction, any attempt to entlem
subject to such direction would necessarily meaih \We restrict
what social activity can achieve to the inferiorté individual
(19524, p. 88)
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4.2 Von Hayek’s Human Capital inThe Sensory Order

In 1952's The Sensory Ordewvon Hayek began to attribute more importance to
philosophy in his argumentations. He thus focusedattention on human capital
by pointing out the dependency of explicit knowledgom tacit knowledge. In
fact, the book deals with the interpretation ané thmits of knowledge by
discussing the inarticulability and pervasiveneshuwman capital. For von Hayek,
an individual's human capital is constituted by Hemsory qualitieshat organise

his activity. He affirmed:

The order of the sensory qualities is difficultdescribe, not
only because we are not explicity aware of theatiehs
between the different qualities but merely maniféstse
relations in the discriminations which we perforamd because
the number and complexity of these relations i9abdy greater
than anything which we could ever explicitly state
exhaustively describe, but also because, as wé st it is not
a stable but a variable orde(1952b, p. 39)

Every human mind responds to a hidden and uncamsaigental order
influenced by personal history, institutional cottand the environment of life
(Butos, 1997). The meaning that individuals planettongs, practices, places and
people determines how they will orient themselvesiaking decisions. Economics
must thus be oriented to the comprehension oftyeald not to its prediction
Economics can achieve this goal because we are whattudy, or because we
possess knowledge from within. We can understamgbtinposes and plans of other
human actors because we are ourselves human a€tersmind’s implicit and
abstract rules are spontaneously applied on extezahbty by shaping knowledge

(Khalil, 2002). Therefore, the Hayekian notion ofinan capital presents a
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subjective and relativistic character because it refers exclusively to the
psychological nature of every individual (Butos, Meade, 2002, p. 116). In this
view, all types of experience, including religiooses, are based ora “set of
relations by which our nervous system classifiesrti{Hayek, 1952b. p. 142), so

much so that von Hayek stated:

A certain part at least of what we know at any manadout the
external world is therefore not learnt by sensaxpexience, but
it is rather implicit in the means through which wan obtain
such experience; it is determined by the orderhefdpparatus
of classification which has been built up by presey
linkages. What we experience consciously as quakta
attributes of the external events is determinedrddgtions of
which we are not consciously aware but which arelieit in
these qualitative distinctions, in the sense thaytaffect all that

we do in response to these experientE352b, p. 167)

As a consequence, we criticise von Hayek for hject®n of the human
subject’s desire to go beyond psychological realitg for trying to respond to his
innateopenness to transcenden@andona Lu., 2010b). In addition, although von
Hayek believed that experiences influence peopteisian capital because they
direct the individual’'s path, he unjustifiably umdalued the idea that the map of
experiences providescaiterion of guidancdor the future (Mirowski, 1998). In his
thought experiences are considered only intentica@b instead —as Polanyi
demonstrated (1958)— they acecular flows between the person and the world
(Polanyi, 1958; 1969). More precisely, von Hayefuad that one takes intentional
mental perceptions, which can be irrational, arat@sses them rationally. He thus

had some hope for the possibility diuilding a machine fully reproducing the
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action of the brain and capable of predicting hdve torain will act in different
circumstances(1952, p. 189). Rather, we agree with Polanyi6@09regarding the
fact that things already have a perspective wheg #re received. This evidence
shows the existence of an intentional arc betwéen pgerson and experienced
reality. The mind’'s abstract rules no longer stagré as separately describable
entities, but instead are embodied in concreteoasti(Egidi, Rizzello, 2004).
Finally, there is confusion regarding von Hayektceptance of the mind-body
anthropologicatichotomy von Hayek argued that the mind’s characteristitpe
the body’'s behaviours, as if the individual is ambedded spirit. This is only partly
true because the needs and the wants of body mc#ueven the mental and
psychological ideas of the mind. For example, a malove increases his mind’'s
sentiments when he kisses his beloved for the firee. In fact, economic
personalism, as we will see, confirms the AristatelThomist ‘holistic theory’,
according to which the mind and the body are twmeets of the same entity; the

human being is dual-unity(Marangoni, Solari, 2010).

4.3 Von Hayek’s Human Capital afterThe Sensory Order

After publishing The Sensory Ordewnvon Hayek shifted his interest toward the
development of an evolutionary economic theory mdrdaneous order. However,
in The Constitution of Liberty1960), he indirectly attributed a central role to
human capital by mainly highlighting that its tacttimponents are decisive factors
for contributing to the success of actidnd 960, p. 24). Indeed, von Hayek stated:

Our habits and skills, our emotional attitudes, éowols, and our
institutions are as much as indispensable foundatiof
successful action as is our conscious knowledgeven the
successful employment of our intellect itself rests their
constant use(1960, p. 26)
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von Hayek recognised the impossibility of accumuaotatall propositional
knowledge necessary for doing something (Poppes9)LAll information cannot
be completely articulated (scientific knowledgetdnase it is not totally codifiable
for the unavoidable presencetatit element§Kanheman, Tverski, 2000). In any
case, man’s brain cannot contain all informatioe tuitsphysical constrainsOn
the other hand, von Hayek argued that good humapitataconsists of an
individual's capacity for efficiently making useof his localized available
knowledge. In this view, von Hayek described theezs human capital as the
“knowledge of where and how to find the needed nmdtori (1960, p. 25)
because what makes someone an expert is not stnstamnd scientific knowledge,

but the practical knowledge of how to use the right of information skilfully.

On the other hand, in 1967Rules, Perception and Intelligibilityvon Hayek
sustained that the human acts are intentionalth®it outcomes are unpredictable.
In any process many material and immaterial factass well as rational and
irrational ones, occurs (Egidi, 2004). These deimamts interact among them,
sometimes correlatively and sometimes chaoticalyugier, Kreiner, 2000).
Therefore, the attempt to mathematically formatise dynamics of these factors

and their combinations is absoluteippian In this regard, Hayek wrote:

Among the determinants there must always be soleg which
cannot be stated or even be conscious. At leastaltan talk
about and probably all we can consciously think wbo
presupposes the existence of a framework whichrdetes its
meaning, i.e. a system of rules which operate wsnich we
can neither state nor form an image of and whichcame merely
evoke in others in so far as they already posdess {19674, p.
62)
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In fact, von Hayek set forth that

we are not in fact able to state all the rules vishgovern our
perceptions and actions ... we always know not amdye than
we can deliberately state but also more than welsaaware of

and that much that we successfully do depends o
presuppositions which are outside the range of wiatcan
either state or reflect uporf1967a, p. 60-61)

In this perspective, the tacit dimension of humapital concerns a certain realm
of phenomena that one knows how to deal with, loeschot know what this realm
Is exactly (Weisberg, 1980). In the case of skilayek explained (1967b) that we
may not be able to state explicitly how we act. Erample, a child speaks his
native language fluently without any apparent kremgle of its grammar. He can
even correct grammatical errors. By referring tas tieonsideration inLaw,
Legislation, and Liberty(1973), von Hayek pointed out the connection betwe
human capital and social capital. In fact, soctadrdination can become possible if
people learn thénarticulate rulesof living together, that which we can also call
‘civic virtues’. In fact, an individual endowed Withuman capital including no
codified social rules can more easily compreheimgrst actions and also learn to
follow formal rules (Egidi, 2006). For Hayek (1978)aving an unconscious
understanding of these implicit rules allows pedplsee intuitively or instinctually

regarding an irregular act (Denzau, North, 1994).
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5. Conclusions

We can summarize the approach to human capitahefptincipal exponents of
Austrian marginalism school using two lines of thbu The former is oriented
according to amacroeconomigperspective that connects the features of every
individual’s human capital with the identificatiaf the betteleconomic systerior
the improvement of society’s well-being. von Mig&922), Schumpeter (1942) and
von Hayek (1948a; 1960; 1973) highlighted the omgiaspects of individuals’
human capital by proving the expediency of caitalversussocialism. To this
end, they explained that the actions of individuale intentional, but their
outcomes are unpredictable; the information andwkedge regarding economic
transactions is always partial and disseminatedngnesonomic operators and thus
cannot be grouped by a central planner; the trefdpgpods prices spontaneously
tend to equilibrium and states must consequentlymerfere in market dynamics;
and the growth of human capital is due to the learof inarticulate rules of how
society works and to the incentives for creatingv rgpportunities of business

development in a logic of competition.

On the other hand, we can identify in the contrdoutof scholars of Austrian
marginalism school anicroeconomigerspective that examines the psychological
characteristics of the human capital of the indaidin action von Mises (1949)
introduced the method of praxeology for understagdhe motivations that shape
economic behaviours. He argued that every inditidb@ays operates because he
wants toimprovehis state of affairs and that human actions drenal, purposeful
and selfish. On the contrary, von Hayek (1952) tiduthat human capital
containedirrational factors, such as emotions, sentiments, mental esaand
mistakes of comprehension, on one side,tand elements, such as the capacity to
get along with people, care for things and lookeitvs on the other. In fact, the
Schumpeterian entrepreneur (1911) is capable atingeinnovation opportunities

where the others cannot see it.
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In conclusion, we praise the arguments of the Aarstmarginalist economists
concerning the impossibility of articulating thentents of human capital and for
their introduction of the paradigm of analysing taeting individual’. We believe
that von Mises, von Hayek and Schumpeter arguehstgany mechanical attempt
of macroeconomic constructivism and microeconomiath@matical modelling
because of, as they clearly explained, thpredictable complexitgf interacting
processes in making decisions for the whole socaaty single individuals.
Nevertheless, we must note that these scholaraatidecognise theocial nature
of human beings. Evidence demonstrates that eveay Mikes to develop
relationships of reciprocity, cooperation, frateyrand gift-giving in the context of
a free society. These types of relationships armlgpngresent within the lively
dynamism ofntermediate bodiesSecond, we think that the ethical neutralityhedf t
methodological individualism of von Mises, Schungpetnd von Hayek supposes a
conception of economics as a descriptive sociatneg, such as the English
classical school and the English marginalist one.cOntrary, we are in favour of
the idea of economics as being ethically orientethé awareness that is necessary
to act in conformity to natural morality in order direct the economy to the service

of humankind.
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Chapter 3
Human Capital in the Chicago Marginalist School:

The Mainstream Theory

1. Introduction

Friederick von Wiesét* explored Menger’s theory of diminishing marginélity
and elaborated the notion of opportunity-cost kyottucing the consideration of
the missed benefits of alternative possible chaitélse costs-benefits analysis. For
example, education generates some direct beneéis]s the sustainment of some
costs (books, fees, etc.), and implies the givipgotithose wages that would be
received if one had worked. Von Wieser's margingdattern was adopted by the
Chicago marginalist scholars who formulated a newr@ach taken from the
rational choiceof investing in human capital (Blaug, 1976). lasteof focusing on
the state’s aim of enhancing the wealth and powéheonation, the new approach
sought to determine the reasons why an individuallev decide to invest in his
skills. They thus adopted microeconomicview and used the instrument of
marginal utility and the paradigm of “homo econousit The exponents of the
Chicago marginalist school always supported thesearches with extensive
appendixes ofempirical databased on the supposition of the epistemology of
neutrality of economic science (Robbins, 1932, p. 15) anddton Freedman’s
demonstration (1953) that free competition generéte best Paretian efficiency.
In the opinion of Piergiorgio Lovaglio and Giorgi4ttadini, the scholars of the
Chicago school were capable of providing some etin@nalytical instruments
for examining the topic of human capital. This asuced a specific field of
research in literature called “economics of edwcdti In particular, Chicago

economists

131 Friedrich von Wieser (1851-1926)
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principally pointed out that the variables of theeays of
education and of the professional experience aeguin the
workplace (on-the-job-training) are the decisivesttas which
explain the functions of wages of workéfs (Lovaglio,
Vittadini, 2004, p. 55).

For Chicago scholars investments can be made bptimdividuals (or their
families) and by firms (Glomm, Ravikumar, 1992)rmi¥$ can sustain the costs of
training and on-the-job learning if and only if yhean reasonably presume that the
training will remain within the organization if i sufficiently specific, otherwise
the costs of training and education will be susdiby the individual or his family
(Blundell, Dearden, Meghir, Sianesi, 1999). As aisamuence, the distinction
betweengeneraland specifictraining and education is of great importanceha t
Chicago marginalist school’s analysis. The effetsigher education appear in the
earnings differentialof individuals assuming the equality of other tfin The
effects of the value of the on-the-job training e@p partly in the individual's
increase of earnings and partly in the firm’s lretteonomic results (Weiss, 1995;
Black, Lynch, 1996). Nevertheless, the Chicago maipt school was not
interested in measuring the value of aggregate kstot human capital

(macroeconomic perspective) and its distributiotihimia population.

132 The Italian original quotation issi' sono soffermati principalmente su variabili qugli anni di
educazione, I'esperienza professionale sul luogtaddro (on-the-job-training), come i fattori denis
che spiegano le funzioni di guadagno per i lavoriato
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2. Human Capital in the Literature of the “Residual of Ignorance”

In the beginning, the Chicago marginalist schotage attention to human capital
in light of the 1957 original work of Robert Solb% an important economist of
New York University. Solow descovered the emergesfca ‘residual’ of GDP not
imputable to the traditional determinants of ecomomrowth and which he
identified astechnological progres¢Griliches, 1959, p. 6). Later, Solow studied
technological progress in an autonomous way witlpeet to the other factors of
production and conceived it as an element of arreggge production function,
anchored only to theame variable In the Solowian view, technological progress
constitutes a residue and does not influence délogors in producing wealth; at the
same time, it explains the variations of GDP the¢ aot due to traditional
determinants. Solow later (in 1959) included te¢bgp as arendogenous element
of the definition of the capital factor. He thougthtat technology should be
incorporated into recently produced capital godasfore being able to show a
growth effect on the output. Finally, Solow definéd 1962) technology as an
exogenous factothat affects the composition of the capital factdowever, as
Alessandro Page noted (1974, p. 66-67), the Soiowapproach has the
unworthiness of not incorporating technical progrego the labour factor and of
not keeping in mind, consequently, that educatsa variable that influences the

improvement and the productivity of labour.

On the other hand, in the same period, Odd Aukfast professor at Oslo
University, elaborated a model of production fuoktin 1959a la Cobb-Douglas
aimed at explaining the trends of growth in thewsgian GPD. He discovered that
the growth of GDP is significantly correlated to nkers’ human capital. This
human capital handles the technical organisatiorfirais and increases their

productivity.

133 Robert Solow (1924-)
134 Odd Aukrast (1915-2008)
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Finally, we mention Edward Denistii the only exponent of the Chicago
school who, in 1962, tried to explain the Solowiagsidual’ while the other
Chicago scholars were concentrated on microeconataborations. Denison
identified the residual witknowledge He estimated the contribution of knowledge
to economic growth by excluding the pieces of GORibaitable to common
“measurable inputs(Bowen, 1964, p. 181). In Denison’s view, educatiand
training generate not only product and process awvgments relative to capital
(Solow’s technology), but also some individual dafies and skills that affect
labour productivity (Psacharopoulos, 1972). Secondhis 1967 statistical book
Why Growth Rates Differ: Postwar Experience in Nilestern Countrieenison
developed the ideas first posed by Simon KuZie(946), Moses Abramovit?
(1956) and Solomon Fabricafit(1959) for proving the interdependent relationship
between the growth of technology and knowledge witt of human capital. For
Denison, human capital has to be taken into acooamterning

the changes in labour input, subdivided among ckanm
employment, in hours of work, in the age-sex cortiposof
total man-hours worked, and in educatigh967, p. 9)

3. Human Capital in Mincer

Jacob Mincer$® Investment in Human Capital and Personal Incomeribistion
(1958) was the first of a long and important seaksontributions published in the
Journal of Political Economyn the 1960s. In fact, in 1962 this review pubdidha

specific addendum concerning human capital. HoweWwincer proposed a

135 Edward Denison (1927-2004)

130 Simon Smith Kuznets (1901-1985)
137 Moses Abramovitz (1912-)

138 Splomon Fabricant (1906-1989)
139 Jacob Mincer (1922-2006)
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“pioneering work (Becker, 1962. p. 47, note 86) that tried to fatire the
relationship between the level of a worker's edweatind training and that of his
or her wage. In the Mincerian model, the workersigas (W) are assumed as
constantover time (t) and, thus, perfectly actualisabléhat same rate of discount
(r) as well as the individuals’ endowments are aered identical. In this picture,
as the investment (I) in workers’ education anthing presents an increasing trend
at the rate of interest (r) —one that coincide$hie rate of discount of wages—, the
difference in wagesA{y) is proportional to the resources used for thengnoof
human capital. In analytical terms, the differebeéween workers’ wages depends

exclusively on their investment in human capital:

Formula n° 3: Mincer’s (1958) Differential Wages Egation/1

Because

I = W,

.lrz = L"L'E_=W|} (1+Tj

Iy =W, =W, [1‘|‘T"] = Wu(l‘l"f"]:

Mincer pointed out that the distribution of an istreent’s trend is represented
by anormal andsymmetric curveSecond, he proved that the difference between

educated workers’ wages Y\and uneducated ones (YVis related to the number
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of years of education (t) for the rate of returhdf investment in human capital.

This conclusion was formalized with the expression:

Formula n° 4: Mincer’s (1958) Differential Wages Egation/2

mnW,=InW,_+tr

Nevertheless, Mincerian patterns are based on apletely hypothetical
scenario (Teixeira, 2007). Mincer assumed the saliléy of the employees, the
constancy of their income and the applicabilityaof identical discount rate on
wages (Blinder, 1976). He recognized the approxonadf his thinking in a later
publication, in 1974, where he updated his thesifight of the development of

Schultz’s and Becker’'s economic literature. Heremddr stated:

It is equally correct to say that the distributiah earnings is
determined by the distribution of accumulated huncapital
and of rates of return of human capital investmenthat the
distribution of earnings is determined by the disition of
ability and opportunity. Or, putting it in a casulierarchy, the
distribution of accumulated human capital is a proate
determinant of the distribution of earnings ... Imtuability and
opportunity determine the distribution of human itap (1974.
p. 138)
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As a consequence, Mincer built a new model by assythat potential earnings
in any time period depend on the investments maudeprievious periods.

Investments in training!) are a fractionx) of potential earnings invested at time

(Ev)-

Formula n° 5: Mincer’s (1974) Differential Wages Egation/1

Finally, Mincer added the variable of the rateetiirn in training investment)

made in timd. His formula can be written as

Formula n°® 6: Mincer’s (1974) Differential Wages Egation/2

Ees1 = E,+ Ln,=E (1+ x,1,)

4. Human Capital in Schultz

The notion of ‘human capital’ was introduced afeoty by Theodore Schulf? at
the inaugural lecture of his term as President e American Economic
Association (Schultz, 1960). According to Schuitzwas necessary to consider

190 Theodore William Schultz (1902-1988)
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investment in education and training asy otherkind of investment. In a 1961
paper, he also affirmed thamtch of what we call consumption constitutes
investment in human capita{1961a, p. 1). In fact, in order to achieve thestb
opportunities for work, we use educational resoar@g., school and university
enrolment fees, the cost of books, subscriptiorautalic transport, etc.); similarly,
we execute certain expenditures to maintain goaaltlinge.g., medicine, sport
courses, medical examinations, etc.) or when mowingnore favourable places
(e.g., cost of the move, rent, etc.). Moreover,alg® need to consider the implicit
opportunity costof decisions related to human capital, for exampiepme not
earned during the learning period (Kiker, 1971).

In contrast to Schultz, Harry Shafférradically opposed the introduction of a
conceptual identity between consumer expenditunglste cost of investment in
human capital. In his view,what constitutes “capital” and what constitutes
“investment” is matter of definitich(1961, p. 1037). Otherwise, even the most
absurd outlays would be regarded as investmergs {be purchase of a particular
toothbrush to achieve a radiant smile or a paclkcigérettes to keep calm in
difficult situations). Moreover, even if nationakalth increases with the growth in
human capital, it would not be possible to measheerelationship concretely. In
fact, economic development is affected by ethicald acultural contexts,
environmental circumstances and the individual att@ristics of economic agents,
a point later admitted by Schultz (1961b; 1963jhakly, Richard Eckad§? (1962)
observed that only a part of human capital is usdétie production process, while

John Vaize¥* criticized (1972, p. 34) the missing role of pahpolicies.

However, in 1971, Schultz improved his view fromttbdhe analytical and
conceptual perspectives, taking into consideratiomments put forth by Shaffer,
Eckaus and Vaizey, as well as the developmenttefalure from Becker (1964)

and Denison (1967) in terms of statistical data.argued that, in a Post-Fordism

I Harry Shaffer (1919-2009)
142 Richard Eckaus (1926- )
143 John Ernest Vaizey (1929-1984)
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age, man is a privileged source of wealth becahge specific abilities and
competencies of an individual worker allow for tremalization of acompetitive
advantagefor the firm. From a microeconomic point of vievinetauthor pointed

out that

the distinctive mark of human capital is that itaigart of man.
It is "human" because it is embodied in man, and ficapital”
because it is a source of future satisfactions, obrfuture
earnings, or of both. Where men are free agentsjamucapital
IS not a negotiable asset in the sense that itlwasold. It can,
of course, be acquired not as an asset that ishaged in a
market but by means of investing in oneself. loWd that no
person can separate himself from the human capital
possesses. He must always accompany his humanalcapit
whether it serves him in production or in consummpt(1971, p.
48-49)

On the other hand, from a macroeconomic perspedtiv@an capital constitutes
a favourable factor for national well-being becaiiskelps to increase the gross
domestic product. Therefore, the state has to stupip@rise of the average level of
education through subsidies and scholarships, #isawecompanies’ activities of

manpower qualification by forms of tax relief (Sttau1971, p. 80-85).
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5. Human Capital in Becker

As noted above, Schultz’s conclusions are foufifazh the results of a work by
Gary Beckel® (1962), who, in turn, expanded upon Jacob Mincer358
contribution. Becker took inspiration from that pagdor his first article on the
argument in 1962, which was included two yearsrlatehis famous volume
Human Capital: A Theoretical and Empirical Analysigith Special Reference to
Education The text, which represents the point of deparwfrex series of his
publication$*®, was expanded and revised in a second editio880 &nd in a third
in 1993.

In this treatise, Becker compared man tonachineable to add value to the
production process. Education and training are idensd two opportunities of
investment. In this way, future wages can be aeadland compared to the sum of
both real and figurative costs supported by theviddal to obtain theoutput rate
of human capital. Melvin Red¥¥ criticised this approach:

The argument is conducted entirely from the viemipof an
individual investor, i.e., prices are taken as paeters. By this
restriction of the scope of the inquiry, the auttamoids such
thorny questions as how to measure changes in datagbock
and in its rate of return when relative prices cgan(1967, p.
98)

144 “To cope analytically with investment in people, ks formulation becomes a rich source of
hypothesis (Schultz, 1963, p. 65)

145 Gary Becker (1930- ). The Sveriges Riskbank Piizé&conomic Sciences in Memory of Alfred
Nobeli was awarded to Gary S. Becker in 19%& ‘having extended the domain of microeconomic
analysis to a wide range of human behaviour andrattion, including nonmarket behavidur

146 (Becker, 1967; 1976; 1985; Becker& Tomes, 198&;kBe, Murphy& Tamura, 1990).

47 Melvin Washington Reder (1919-)
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On the other hand, Becker made recourse to son@ifsoations to analytically
express the attempt of individuals to figure o ttutcome of their choices, taking
into consideration their bounded rationdfffy the flow of real and virtual

money*°, possible opportunities and the inevitable flowtiofe*>°

. Moreover, the
author postulated the existence of a perfectly aditipe market allowing the
maximisation of profit. The hypothesised scenaetednines aeneral economic
equilibrium (Vaizey, 1972) in which it is possible to aggregateysical capital
measured by its historical cost with human capetadluated in relation to wage
level. At time (), the marginal product of the firmPt) coincides with the

employees’ wage levévt).

Formula n° 7: Becker’s (1964) Marginal Product Equdion/1

=
I

W,

The introduction of trainingR) modifies the equation that, nevertheless, remains
invariant if considered at zero time. Therefore,isitpossible to work out an

operation of actualization using a hypotheticatdist ratei( to obtain:

18 Becker (1964, p. 31-33, 56-58)
199 Becker (1964, p. 55-56)
150 Becker (1964, p. 49-52)
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Formula n° 8: Becker’s (1964) Marginal Product Equdion/2

“’+Z(1+ e Yo +Z(1+:]f

Defining the present value of a firm’s future rgateiless expenses as:

Formula n°® 9: Becker’s (1964) Equation of Present &lue of a Firm’s Profit

¢= Z [1-|-L]f

The precedent expression can be written as:

Formula n° 10: Becker’s (1964) Marginal Product Equation/3

Po+ G= W, + F

At this point,G constitutes theeward of the investment ir of the first period.

However, this is a simplified result because evie ihdirect costs must be
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examined: a low performance of the apprentice spords with intentional and
involuntary interruptions during the training staged the partial use of raw

materials. Defining the total cokt the above equation can be improved as follows:

Formula n°® 11: Becker’s (1964) Marginal Product Eqation/4

P+ G= W, +K

WhereP’("is the potential marginal product at zero time thuthe reverberation

of indirect costfP{* — Py = K —F). In this way, it is possible to conclude titt

is equal toK. In other words, in contrast from Pigou’s assuonsj Becker
demonstrated that, first, in the worst hypothesesjucation and training
expenditures arat leastwholly recuperated during an employee’s working.lif
Second, the author retains the fundamental natdire alistinction between
general"® and specifit™ training. The former, which is carried out in eydirm,
constitutes a specific tool of negotiation in tabdur market to the advantage of the
employee so he can benefit from the acquisitionthese minimal operative
competencies any other production activity. From that, Beckeduces that each
firm prefers to recruit those who already possesschworking abilities. Otherwise,
a firm is only willing to directly train an indivigal if the cost of doing so is
supported by the employee himself through the regluof his wage undd?’;, On
the other handspecific trainingwhich obviously takes place after the fulfilment of
general training, represents an investment forfitime itself because the worker
cannot sell his experience outside that specifatoseor workplace. Still, in that
sector, he can easily find employment with a wageaktoP’;. Therefore, in order

51 Becker (1964, p. 11-17)
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to prevent a high labour turnover, which impliestoauous training costs, a firm is
willing to pay the employee at least what the cotitqes would be willing to pay.

Concerning educatid®’, Becker suggested, in conformity to his methodgpleg
consideration of both monetary and figurative coste former includes transport,
books, fees and so forth. The latter are givenHgy dum of non-earned wages
during the education period. In fact, Becker argued

A sharp distinction between schools and firms is alvays
necessary: for some purposes schools can be treased
special kind of trainee.... Regardless of whethercalits or
merely indirect costs are subtracted from potengarnings,
schooling would have the same kind of implicatiaaggeneral
on-the-job training. Thus, schooling would steefibe age-
earnings profile (1964, p. 31)

Becker's model let the beginning of the employeedsking lifetime (t) coincide
with his entry into the labour market. The employath minimal training receives
a constant wage (W) during his life (UU), while seowith middle-level training
would get an increasing wage (TT) and those wheived high-level training
achieve a more rapidly rising wage (T'T’). The muept of these curves is lower
when the individual invests in his own human cdgiacause of the opportunity
cost of non-earned wages during the training period

152 Backer (1964, p. 18-28)
133 Becker (1964, p. 29-30)
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Figure n° 2 - The Trend of Individual Wages in theWorking Lifetime based
on Stock of Training (Becker, 1964, p. 15).

W

In conclusion, Becker's entire theoretical framekvos founded on the ethical
neutrality of economic science as outlined by Robhj1932)>* the scholar has to
investigate the formation process of economic datss taking no interest in
individuals’ ends (Becker, 1992). In fact, in hist¢l Prize lecture, Becker summarised

his approach to economics by affirming:

| have tried to pry economists away from narrowuasgtions
about self interest. Behaviour is driven by a mucher set of
values and preferences. The analysis assumes ntdatiduals

maximize welfare “as they conceive it”, whethenthe selfish,

154 “Economics is the science which studies human behasia relationship between given ends and
scarce means which have alternative.i§@obbins, 1932, p. 15)
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altruistic, loyal, spiteful, or masochistic. Thelrehaviour is
forward-looking

6. Human Capital in Arrow

Kenneth Arrow>® was an expert on economic general equilibrium,ogadous
growth and asymmetric information. However, he hgified one decisive aspect
of human capital in hisSocial Choice and Individual Valug¢d951). Here, he
developed, like the other Chicago scholars, an rdoogly analytical and
guantitative modality: the process of making decisiin a democratic system.
Arrow assumed the Paretian principle of efficierayd used the methodological
postulates of preferences’ comparabffify transitivity*>’, the impossibility of no
choosing®® and the independency of irrelevant alternatiVeSecond, he defined a
social action as the sum of individual actions bpécified that, as von Hayek
understood, the reverse is not true. In fact, aab@ction cannot ever be divided
into individual behaviours, just as the respongipbibf one or more precise actors
cannot be attributed for some of its parts. Forora social action is necessarily
connected to the cultural, geographical and temmanatingent context where it is
taken (social capital) and to the unpredictabletical combination of individuals’
human capital (intended as set of values, ideatks maaral convictions). Finally,
Arrow demonstrated mathematically timapossibility of forming an ordering of

social choices in a consensual way. In fact, hienadid:

15 Kenneth Arrow (1921 -)

156 Comparability is the condition according to whiah individual chooses between two options or
whether both options are indifferent to him.

5" Transitivity supposes the existence of a hieraaiHbgic in ordering choices. If choice A) is pakd

by the individual to choice B), and choice B) towe C), we can gather that choice A) is prefeted
choice C) without the necessity of a specific corigoe.

18 The ‘impossibility of no choosing’ refers to thesence of the right to no voting, but the permissib
voting nothing (white form).

139 Independency of irrelevant alternatives indicates necessity of choosing only among alternatives
presented by excluding those temporarily not atégla
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If we exclude the possibility of interpersonal camgons of
utility, then the only methods of passing from vidlial taste to
social preferences which will be satisfactory anich will be
defined for a wide range of sets of individual ondgs are

either imposed or dictatoria{1963, p. 59)

In other words, the collective-choice procedurdkece problems of aggregation
at two levels —the intrapersonal and the interpekolnternal conflicts depend
from the many cultural, psychological, ethical ambral elements of every
individual’'s human capital. They affect an indivedg determination of the
relationship between his preferences and the dwaraluations. On the other hand,
intrapersonal conflicts are provoked by the inteoacof individuals. Every human
subject has a different set of values (relatedischhbman capital) that he wants to
apply in social choices, but the practical comboratof these individual sets of
values always generates a conflict. For this rea€oagory Kavk&®® argued that,
in social choices,Wwe may see an image of what people really value,obly
through two glasses darKly1991, p. 164).

Finally, Arrow outlined the need for promoting pé&sp education so as to
create a political system (democracy) that worlcitly. He believed that human
capital is constitutively connected to social calpibecause personal values are
principally shaped in the human community where gimoavs up. The point was, in
Arrow’s opinion, supporting an individualdesire for relationshipgto belong to
groups). It is only in this way that we may expsatial welfare judgments to be
made when there is both a widespread agreement on the decigiocess and a
widespread agreement on the desirability of eveyyadecision® (Arrow, 1963, p.
61). A good human relationship represents the gubgsible alternative to

dictatorship for ordering social choices. Arrowtsth

180 Gregory Kavka (1947-1984)
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This does not deny the possibility of a limited osthe market
as an instrument for achieving certain parts of thecial

optimum, especially if it is deliberately manip@dtto make
behaviour under pragmatic imperatives coincide wiitat which

would exist under moral one€l963, p. 86)

In conclusion, Arrow advanced claims for a relevah of human capital in the
determination of social and political choices. Helicitly conceived ethics as the
series of people’s moral values that can orient #g@nomic and political activity

toward the attainment of good human developmesbaiety.

7. Human Capital in the Theory of Endogenous Growth

The Beckerian theory of human capital was developgdHirofumi Uzawa®
(1966) in a model of development groundedemaogenoudactors (Cazzavillan,
Musu, 1997). Uzawa distinguished between productiv@bour and
education/training labour, which respectively dilecand indirectly affect the
function of production. In fact, Uzawa thought theducation/training labour
increases the Solowian rate of technical progreds therefore, the productivity of
an entire economic system. Richard Netdmnd Edmund Phelp¥ supported
(1966) this view and saw the fundamental role dhviduals as rational “decoders”
and efficient “transmitters” of information in a@ety characterized by diffusion of

knowledge. They stated:

181 Hirofumi Uzawa (1928- )
162 Richard Nelson (1930-)
183 Edmund Phelps (1933-)
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Education enhances one’s ability to receive, decoded
understand information, and that information progieg and
interpretation is important for performing or leang to

perform many johgNelson, Phelps, 1966, p. 69)

On the other hand, Robert Lucas (1988) viewed ¢tationship between human
capital and endogenous growth as an attempt tormefate macroeconomic
analysis. This effort was aimed, in Giuseppe Diah&w’s opinion, at contrasting
the “Keynesian patterns in the method as well as irctirgent*®* (2008b, p. 32).
In fact, in the 1970s, Lucas’s New Chicago schdothought, called the “New
Classical Macroeconomics School” or “School of Ndonetarism”, promoted an
innovative market economy grounded in aggregateniaaconomic models. Lucas
substituted the rational expectations of econompierators with thedaptiveones
and proved that a nation’s economic growth is lgrgee toendogenouglements

of its economic system (i.e., research and devedopm

8. Conclusions

The Chicago marginalist school is universally regegd for its historical merit for
having introduced important analytical instrumeotsstudying human capital (Quadrio
Curzio, 1973). These scholars adoptedniaroeconomicpoint of view, formulated
mathematical equations and elaborated statistatal fr demonstrating the worthiness
of their theories (Mincer, 1958). They promotedi@wof human capital related to the
paradigm of “homo economicus” that supposed thdividuals have full information
concerning the costs and benefits of their altéraatof choice and which they process
according to amunlimited rationalityin behaviour for attaining the maximum possible
utility (Schultz, 1961a; Becker, 1992). This vieweals with contributions that

184 The Italian original quotation iscbntrapponendosi, metodologicamente e contenutisénte, agli
schemi keynesianii
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developed from Solow’s seminal 1957 article conceyrihe existence of a “residual”
of economic growth that cannot be explained bytthditional factors of GDP. While
Solow attributed this residual to the increaseeshhology, Aukrast (1959) referred to
an organization’s efficiency, and Denison (1962hreected it to knowledge. In this
context, Schultz (1960) pointed to the concept bfiman capital” as a stock of
immaterial resourcemcorporatedin every individual and argued that human capital
can be treated likany othertype of investment. As a consequence, Becker (1962
theoretically sustained and then proved in 1964 vat set of empirical data, the
existence of a positiveorrelation between the number of years of education and
training of an individual and the amount of his wagecond, Becker (1964) also
demonstrated the expediency for the individualdquare general trainingin order to

be seen as desirable in the labour market andxpedency for firms to encourage

their workers tespecializein order to improve their performance.

Of course, the publication of the contributionglod Chicago marginalist school has
represented a great step in establishing the topibuman capital in mainstream
economics. Nevertheless, in our opinion, this apgnoconstitutes a sophisticated
manipulation of real human action because, in d&dy human beings make choices
under the influence of many psychological, emotipethical and moral factors that are
neither articulable not calculable. As von Mise949) sustained, human action is the
result of a complex set of determinants that wearay backwardsdentify. Moreover,
the Chicago scholars neglect that human beingsstlalarays belong tintermediate
bodieswherein they increase their human capital. Heren mften relate reciprocally
with solidarity, act with altruism, experience affiens, develop friendships and offer
some of their properties generously to others. dfoee, in our view, the idea of man as
a selfish being, totally cold in his decisions axdlusively interested in maximising his
utility appears to be a product of the laboratather than a description of common

people in action.

On the other hand, the Beckerian microeconomic aggtr is the basis of the
Arrowian (1951; 1963) democracy paradox, where etgcis viewed as theum of
individualsand not as an organic body constituted by singlsgns but endowed with
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its own subjectivity. In addition, the microecon@naipproach shapes the framework of
the school of endogenous growth (Uzawa, 1966; MelBbelps, 1966) where only in
1988 Lucas set forth the worthiness of adaptivesetgtions of individuals over rational

ones.
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Chapter 4
Human Capital in the Alternative Approaches to theMarginalist Schools:

Some Interesting Insights

1. Introduction

As we have just seen, the marginalist movementa#igichanged the modalities of
economic analysis and the purposes of economigestu@ihe marginalist approach
and the paradigm of “homo economicus” became thargiof the mainstream in
both literature and didactics. Concerning the tadibuman capital, the majority of
scholars totally accepted the presuppositions, odstland goals of the Chicago
marginalist school. In fact, much recent literatdurees to confirm Beckerian

assertions by enriching them with new sets ofstiasl data.

However, in the history of economic thought theaeéhbeen some significant
alternative approaches to marginalism, even reggrduman capital. Perhaps the
most important alternative academic groups thaelexamined the topic of human
capital were the German ethical school, the schbd@rganisation for Economic
Co-Operation and Development, the school of capi@sil and the Catholic social
thought.

2. Human Capital in the German Ethical School

The German ethical school operated from the midflithe 19" century until the
First World War and was aimed at identifying thestbpolitical instruments for
improving the well-being of society from a macroecmic perspective. Friedrich
List**®>  Wilhelm Roschéf® Bruno Hildebrantf’” and Karl Knie&®® (first

185 Friedrich List (1789-1846)
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generation) and Gustav von SchmdfiérAdolph Wagner® and Lujo Brentang*
(second generation) were united by iaterdisciplinary approach to economic
matters, a strong rejection of the existence ofrablseconomic laws regardless of
historical facts and aninductive method of analysis based on statistics and
economic history’? They criticised the Smithian and marginalist the®based on
the paradigm of “homo economicus” because theyeatdbat the private interests
of individuals do not always coincide with the eafiive interests of nations.
Second, they viewed thatateas an independent economic subject whose function
is not exclusively to define market rules and tarect the failures of the
competition system, but rathactively to support the autonomous activity of the
market by taking into account the standard of tivof the poor (Zamagni, 1991).
As a consequence, the German ethical economistsgbed apaternalisticrole of

the state in the education market and in traininggammes. They stated that
acquired abilities are partly an inheritance oftpalsour and self-restraint and are
the most important part of a nation’s stock of tapiFinally, they highlighted the
cultural andspiritual aspects of human capital in arganic perspective of society.
However, the defeat of Germany in the two World 8Vjarovoked several cultural
consequences; for example, the communitarian pebpoilsthe German ethical
school was substituted by the Anglo-Saxon individtia mainstream in literature
(Baranzini, Marangoni, Solari, 20§&. 385).

Finally, we can add that, despite the fact that @&rman Ordo-Liberalist

economic school promoted a view in opposition te German ethical one, the

186 \vilhel Roscher (1817-1894)

187 Bruno Hildebrand (1812-1878)

188 Karl Knies (1821-1898)

169 Gustav von Schmoller (1838-1917)

179 Adolph Wagner (1835-1917)

1| ujo Brentano (1844-1931)

172 The dispute between Menger and von Schmoller cairge the method of economic analysis was
really heated. The former argued for the existesfceniversal economic laws based on the principle o
marginal utility and general economic equilibriuwhile the latter was concerned with the inextrieabl
link between economy and history. Consequently, déeremphasised the role of markets as a ‘natural’
place for achieving the optimal efficiency of tradthat maximises the well-being in society. von
Schmoller viewed the market as an instrument thake®s sense only within a political-institutional
pattern of explicit and tacit social rules (Gidgghefold, Zagari, 1993).
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former maintained some aspects of the latter imgeof its analysis of economic
systems. In fact, Walter Euckél Ludwig Erhard’® and Wilhelm RopkE®

elaborated on the innovative theory of a ‘sociatkeaeconomy’ grounded, on one
side, in defence ahoderatefree competitiorand, on the other, in the valorisation
of human capital intended as spiritual richnessvaey from good human relations

within theintermediate bodiet which humans belong (Felice, 2009).

3. Human Capital in the Heterodox Schools of Meas@ment

Besides the attempt of the Chicago marginalist slgtemd of Becker in particular, we
can find other famous economists who have triechtiiadively to estimate the value of
human capital in the history of economic thoughevéltheless, these authors are
considered heterodox because their approachesoarelentical with that of Becker,
(i.e., their approaches are not grounded in theothgsis of perfect rational choices of
individuals, firms and nations). We can divide #hedternative attempts into two
categories according to the retrospective or prdspe method of the mathematical

formalization of human capital.

3.1 Human Capital in the School of the RetrospectesrMethod

The retrospective method of analysis isoat-based approadhecause it points out the
cost of raising a human being. The basic assumjpidmat the value of human capital
embodied in an individual is equal to the cost afducing that same “wealth”. Ernst

Engef’®

(1883) introduced this approach in an approxinaderoeconomic estimate of
German immaterial human richness as the sum ofoewonomic values concerning the

human capital of German citizens. He divided then@& population into three classes:

173 Walter Eucken (1891-1950)
74| udwig Erhard (1897-1977)
15 wilhelm Répke (1899-1996)
76 Ernst Engel (1821-1896)
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the lower (p = 1), the middle (p = 2) and the upfper 3). Then, he estimated that the
cost at birth (¢ of each class was respectively 100, 200, andn3&s and increased

at a simple arithmetic progression (i) of 10% arigudinally, Engel assumed that

human capital is formed when a man is 26 yearsaald a woman is 20 years old.
Hence, at age (a), the monetary value of a humargb®elonging to theth social

classes is:

Formula n° 12: Engel's (1883) Retrospective Methodof Human Capital

Measurement

ala+1)
cauj_:f:,] 1+H+1—

p=1,23

a< 26 for men and & 20 for woman

Engel's actuarial model has been useful for estimgahenation’s costof rearing a
human being —omitting the social costs of educatfmalth care, sanitation and the
social costs of those who do not survive (Lye, ¢hitgerg, 2010). However, Engel's
approach was expanded upon by Vilfredo Pafé{a905), Alberto Benedut® (1904)
and Corrado Giff® (1931). Then, Louis Dublii’° and Alfred Lotka® (1930)
integrated Engel’'s simple model for estimating wWesalth of a nation connected to its

human assets. They thus considered the individpadbability of surviving £;) at age

Y7 vilfredo Pareto (1848-1923)
178 Alberto Beneduce (1877-1944)
79 Corrado Gini (1884-1965)

1801 ouis Dublin (1882-1969)

181 Alfred Lotka (1880-1949)
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t, the interest rate (i), the per capita costwhly (g) from age t to age t+1, the earnings
of the individual (y) from age t to age t+1 and the proportion of indirals employed
(Ey) from age t to age t+1. Hence, for Dublin and legtihe cost of rearing an individual

to age (a) is:

Formula n° 13: Dublin’s and Lotka’'s (1930) Retrospetive Method of Human

Capital Measurement

a—1
'Ca = (Haj_l Ztl—i_ ijﬂ_r w, (Cr_ ¥ Erj
=0

Finally, we must remember Kendrick’s 1976 proposagarding the distinction
betweentangibleinvestments in human capital before one reacteeagle of 14 and the
intangibleinvestments, which refer to the cost of enhantiegquality and productivity
of an individual’s labour (after the age of 14)cluded in intangible investments are the
expenditures on education, training, health, safeibility and the opportunity-cost of
attending school. Although Kendrick’s sophisticagggproach seems interesting for a
cost-benefit analysis of the flow of resourcess iextremely difficult to apply because
the total costs of education, housing, food, claghihealth care and transportation are
not distinguishablérom the costs of investment in human capitaldéoson, Fraumeni,
1989). Second, there 130 a linear relationshipbetween the investment in human
capital and the quality of human beings’ output @teal., 2003). The investments are
made over amn-produced innatseries oftalentsthat differs from one to another, and
the success of the same investments are influebgednany contingent factors
concerning the variable characteristics of evedwnidual’s life (sentiments, emotions,

moral values, religious beliefs and so on).
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3.2 Human Capital in the School of Prospective Mettd

The prospective method is arcome-based approadjrounded in the rate of return of
earned income during an individual's life and abhesl by means of an adequate
actuarial method. This proxy was first developedifliam Farr®? (1853). Taking a
microeconomic view, he estimated an individual'smiam capital as the present
actuarial value of his expected annual earnings net of maintenaiasts. In this
elaboration, he took an account of the individupfgbability of surviving by analyzing
tables of mortality/survival in a finite time hoom. Farr's purpose was to identify the

capacity of each individual to contributertational taxation(Hofflander, 1966).

Farr's approach was praised by many scholars, aschlfred de Fovill& (1905)
and Alfred Barriot®® (1910). Irving Fishéf® (1907) conceived the value of human
beings as included in the capital of a nation atopted (1908) a prospective method
for estimating the costs of preventable diseasdslewBurton Weisbrotf® (1961)
extended Farr's method by considering sectiona fiat earnings, employment rates
and survival probabilities and by allowing for un@oyment, rather than assuming full

employment (as Farr did).

Weisbrod defined the present valug)(df expected future earnings of an individual
at age a in relation to the average expected egg1ilvy) for that individual at age a + x,
the employment rate (Jat the same age, the discount rate (i) and thlegtmility (pa )

of survival to age x of an individual of age a. fasmalization, thus, is:

182 \william Farr (1807-1883)
183 Alfred de Foville (1842-1913)
184 Alfred Bariol (1873-1959)
'8 rving Fisher (1867-1947)
18 Burton Weisbrod (1921- )
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Formula n° 14: Weisbrod's (1961) Prospective Methodof Human Capital

Measurement

==}

= Qs
(1+ ) e

Finally, John Grahafi’ and Ronald Webf® (1979) adjusted Weisbrod’s model by
examining the growth of expected earnings in a grgweconomy, an individual's
seniority, and an individual's process of perforguitalents. On the other hand, they
acknowledged that the value of human capital hakeh@andnon-market dimensions
explaining that

one of the primary benefits of schooling is cetiaihe greater
efficiency and adaptability displayed by the modeiaated in
performing a myriad of non-market chores such addch
rearing, personal finance and homemaking, healtlestments,
search activities and even additional human capitaéstments
(1979, p. 212)

Graham and Webb were aware that non-market dimessaoe very difficult to
measure, and they also realized that the sharetwfis on human capital incorporated
not in personal earnings but in an employer’'s praiindistinguishablefrom the
contributions of factors other than human capi@hdum, Slottje, 2000). In their

formalisation, they considered the present valutiinire earningsP V) until ageN of

187 John Graham (1950- )
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an individual of agex with a vector of characteristids an expected growth rate of

earning(gi) and an expected interest rate on earniy$ that an individual with

characteristics considers consistent for earningdemn yeark), the expected earnings
(EX) of an individual withi characteristics at yeat, and the probability of being

employed [¥) at agex and that of being alivepf ) at the same age. Graham and

Webb so formulated this actuarial formula:

Formula n° 15: Graham’'s and Webb’s (1979) Prospecote Method of Human

Capital Measurement

N i x i
FV; — ZEI H':r prz;,r k=ﬂ[.1+gk)
r=a(1+ 7

X

However, the economists who these adopted retrogpemethods denied the
necessity of deducting the “maintenance costs’ushdin capital for comparing it fairly
to the other types of investment. They also negtethat the value of human capital is
influenced by a firm’'slemand of laboufAntonelli, Guidetti, 2008). As a consequence,
it is difficult (if not impossible) to determine aquately the discount rate of earnings as
instead in the formula of prospective methods isedas well as is difficult (if not
impossible) to estimate the level of wages becdhsevaries for manycontingent
factors, such as the syndicates’ contractual for¢ke agreements with the employers.

188 Ronald Webb (1951-)
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4. Human Capital in the OECD

The Organisation for Economic Co-Operation and Dmyreent (OECD) is an
international institution that was formed in Parisl961 as a continuation of the
experience of the Organisation for European Econdda-operation (OECC). The
OECC was created in 1947 to administer American @adadian aid under the
Marshall Plan for the reconstruction of Europeraféorld War 1. In 2010, OECD
involved 31 countries from around the world. Amatgy aims is the attempt to
support member states’ sustainable economic grawibhgost employment, to raise
living standards, to maintain financial stabilitg,assist the economic development
of other nations and to contribute to the growthvofld trade. The OECD provides
a place where governments can compare policy expes, seek answers to
common problems, identify good practices and coa@ domestic and

international policies.

In the 1960s, the OECD called upon several impbremonomists, such as
Ingvar Svennilsof® (Swedish), John Vaizé¥ (English), Jan Tinberget!
(Dutch), Michael Debeauvdi€ (Irish), Henning Frii§® (Danish) and many
otherd® to form a Study Group on Economics and Educafiétve OECD charged
this group with the responsibility of analysing thelationship between human
capital and economic growth from rmaacroeconomicperspective. In the 1964
collective publicationThe Residual Factor and Economic Growthe OECD'’s
economists advanced the notion of human capitalindssiduals’ education,
training, and general cultural preparation anditt@measure it by using a series of
quantitative parameters. These parameters weretitcoed by the trends of
demography flows, vertical mobility changes andolabmarket dynamics. The
OECD'’s economists especially took the statistiahdrom the European context

and analyzed them in a striobput-output logic (level of education-level of

189 |ngar Svennilson (1908-1972)

19 john Ernst Vaizey (1929-1984)
191 jan Tinberger (1903-1994)

192 Michael Debeauvais (1915-1993)
193 Henning Friis (1920-1996)
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economic growth). However, Stefano Spalletti obsenthat this method is

scientifically weak because

in the Sixties the data are usually poor in Eurapeauntries

and the economic systems are a series of loosé¢iaeship,
both between educational attainment and subsequent
occupational classification, and between the |l@febutput and

the level of skills inputs. Many of these relatiips are purely
contingent (2008, p. 201)

However, the OECD’s scholars also consideredjtiaditativeaspects of human
capital. They highlighted individuals’ creativitgpirit of initiative, want of self-
realization and desire for fulfilment. Debeauvargued that these qualitative
psychological factors of human capital stronglyeeffthe economic well-being of a

society. He wrote:

In the industrial countries economic and social@lepment has
revealed chronic shortage of high-level skills, afature
requirements of engineers, technicians, or physgiaave to be
forecast. Even in the developing countries, wheremployment
and underemployment mean that there is a manpowgius,
the dearth of skilled workers is acknowledged toohe cause
for the disappointing results of investment, oleatst the level
of returns. An increasing number of countries aneréfore
endeavouring to strike the proper balance betweeatenal
investment and the training worke(4964, p. 521)

1% \We can remember Seymour Harris, Raymond Poigfaiegrich Edding and Selma Mushkin.
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The OECD'’s team argued formraanpower forecasting approacaccording to
which the education and training of every humamdenust be modulated in
relation to his innate talents and aspirations &mdhe needs of firms. Friis
emphasized that the duty of providing a persondlifermation implies the
valorisation of every aspect of individual humaife by rejecting the planning of
standardized courses of study and apprenticesi@por, he explained that an
adequate moral concept of education in th& 2éntury is matched by a new
understanding of the nature of ability, which le&mli$he ‘abandonment of the idea
of a fixed ‘pool of ability’ in the populatidn(1965, p. 8). Therefore, the political
principle of equality is intended in connectionibalividuals’ opportunities for a
career, rather than individuals’ levels of eduagatamd training (Tinbergen, Boss,
1964, p. 148). In synthesis, OECD’s Study GroupEmonomics and Education
argued that every human being might exploit hisiartalents at the highest degree
in order to improve the quality of life of his oethentire society (O’Donoghue,
2009). However, Pedro Teixeira (2005, p. 129-1483eoved that the OECD’s
economists were forced to renounce the requirerthexitmember nations make
some political decisions based upon their suggestioVhen the OECD’s
economists concluded their work (at the end of1i9@0s), Europe was diffusing a
powerful libertarian and socialisultural revolutionin schools and universities. In
all European countries, the reinforcement of a ijpubdlucation system was based
on a warped concept of equality until the innovateducation reforms elaborated
by Julian Le Grand (1999), an adviser at OECD, watk put into place by Tony

Blair'®®in United Kingdom.

In fact, in 2006, the English government approveel Higher Education Bill,
which introduced amnnovative systenof payment of university fees. No student
has to pay fees because the ‘Student Loan Compaayg them in his or her place.

This company is a public agency to which the sttslenll repay fees, adjusted for
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inflation but without interest. What is key is thstudents will have to repay the
money only if they find a good job and receive adjovage. This “quasi-market”
system (Bartlett, Le Grand, 1993) has allowed, oa side, every English citizen to
study, independent of his or her family or persamadlth (Le Grand, 2002), and at
the same time has introduced a competition amoijgoand private universities
by stimulating people’s mobility (Le Grand, 2006) Kielation to the quality of
supplied preparation (better preparation, more esited and more money for

universities).

5. Human Capital in the School of Capabilities

The school of capabilities has gained ground imenac literature by offering a
pattern of economic analysis that igaalical alternative to that of economics of
well-being. The rigorous scientific worthiness dfetcapabilities approach was
certificated by its adoption by the United Natidbsmmission on Human Rights.
Amartyria Seh® (1970b) criticised the fundamental theorems ofecaic of well-
being®’ by experimentally pointing out the disequilibriuf®aretian-inefficiency)
of markets characterized by a political, institnband ethicvzacuum For Sen, the
point was the guarantee of individuals’ libertyahgh the development of their
human capital and not by the application of theerrules of utility maximisation
for the determination of individual and social ates. In this view, human capital is
constituted by theractical development of people’s personal values (Sen, )1997
In other words, there is a paradox in the thesithefeconomics of well-being: the

195 Tony Blair's first victory in the national electis of 1997 was characterized by his slogan: “Theeth
priorities of the United Kingdom are education, eation, and education” (Romano, 2005, p. 137).

1% Amartyria Sen (1933- ) was awarded the Nobel Piizd998 “for his contributions to welfare
economics.”

9" The economics of well-being states that the be?etian allocation of resources takes place in a
decentralised market economy perfect competitiorrartihe state does not interfere and holds that the
competitive economy can reach any Paretian-efficgatial situation on the border of greatest social
utility only by modifying the given endowments oftamomic operators through instruments of
redistribution, such as taxes or subsidising.
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principle of free expression of individuals’ libgrtonflicts with the principle of the

maximisation of individual and social utility. This end, Sen stated:

While the Pareto criterion has been thought to heegpression
to individual liberty, it appears that in choicesvblving more
than two alternatives it can have consequencesatatin fact,
deeply illiberal (1970b, p. 157)

5.1 Human Capital in the School of Capabilities: Phosophical Aspects

Beyond the mathematical-statistical method of neteamployed by the school of
capabilities, there is a philosophical backgroundd aconstruction. The
philosophical background is related to Martha Nassivs®® lecture on Greek and
Roman thought, especially that of Aristotle and sfgtelian scholars. The
philosophical construction is based on a low sdienprocess of building, which
culminated with the 1993 publication ®he Quality of Lifdoy Nussbaum and Sen.

The theory of capabilities approach contrasts whth utilitarian assumption of
marginalist economists, according to which the ephof wealth corresponds with
the economic growth, while that of poverty corresi® with income absence. In
fact, David Leviné®® thought that, besides the more visible aspecmweérty, such

as the lack of food or goods of former necessigymust recognize that

all, or nearly all, humans were born with the pdtahto live
creatively, to do as an expression of being, thevety means

that this potential is somewhat lost, or, if itretained, that we

19 Martha Nussbaum (1947-)
%9 David Levine (1948-)
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are not enabled by our situation to exercise ite froblem of
poverty is then the problem of the loss of capili (2004, p.
114)

As a consequence, the capabilities approach didoteive of human capital
as an instrument for attaining only the quantim@oals of utility maximisation in
microeconomic or macroeconomic horizons. In faen $eveloped (1980/1981)
the insight of Justin GoslifY (1969) and Richard Brarfdt (1979) concerning the
inconsistency of a supposed objectivity of measer@mderiving from the
parameter of utility. Sen pointed out that

the psychological features that are reflected iifityt... have to
adjust to unfavourable circumstances, thereby #ffgcthe
metric of deprivation and their evidential importan (1985, p.
53)

Sen and Nussbaum thus argued for a new econonstepmlogy and a new
method of economic analysis. They assumed thahegd increases in function to
the growth of human capabilities, while poverty sigits of capabilities

deprivatio®. For human capabilities, they referred $abstantial freedoms

290 Justin Cyril Bertrand (1905-1971)

%1 Richard Brandt (1910-1997)

292 The Commission on the Measurement of EconomicoPeence and Social Progress is working on
this issue by stating new parameters of judgindesgs well-being alternatives to GDP. This grouip o
study, commissioned by French president Nicolakd&aris made up of Amartyria Sen, Jean-Paul
Fitoussi, Joseph Stiglitz, Kenneth Arrow, JamesHkr®m, Daniel Kanheman and Robert Putnam. The
only Italian representative, Enrico Giovannini, ficlly explained in 2010 that the experience of this
commission is based on the capabilities approaah aontemporaneously, on the confutation of
Maslow’s 1943 pyramid of needs. For example, heiedghat the innate religious sense of every human
person is present in any level of well-being antlvas Maslow’s argued— only after the satisfactibn
basic material necessities.
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Human capital is consideredransversal dimensioaf some of the most important
of these human capabilities. Nussbaum synthes&@@0( p. 78-80) the principal

capabilities in the following list:

i) Live to an old age;

i) Have good health;

iii) Walk about correctly and steadily;

iv) Use the senses and the imagination in a usefulfgvaizie community;

v) Think based on a humanistic and mathematical petispe at least in terms
of elementary preparation;

vi) Shape a clear idea of moral good within one’s peabkoonsciousness;

vii) Cultivate a critical reflection about one’s ownplef life;

viii) Live in community by reciprocally recognizing humdignity;

ix) Participate in political activities and engage @o®omic transactions;

x) Joke, play and enjoy;

xi) Buy the property of mobile and immobile goods; and

xi) Respect animals, plants and nature.

On the other hand, Sen used the framework of chipediin his Poverty and
Famines: An Essay on Entitlement and Depriva{it®81). In it, he explained that
the amount of Bengali production of edible goods wat the cause of the 1943
Bengali famine; instead, the dilemma derived frbwm lack of other resources, such
as the inefficient nature of the food distributigystem, the reduction of workers’
wages, the growth of prices of products and uneympémt. Sen understood the

existence of an unbelievable paradox:

The people who died in front of well-stocked fodubps
protected by the state were denied food becaustad{’ of
legal entitlement, and not because their entitleimewere
violated (1981, p. 49)
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However, this application of the capabilities sdhe@s criticised by Mark

?03

Taugef~° who affirmed that flew data indicating that crop failure had a much

larger causative role than Sen’s interpretationicated (2003, p. 57).

5.2 Human Capital in the School of Capabilities: Mecroeconomic Aspects.

The authors of the school of capabilities did regeéect mathematical and empirical
argumentations of their theories. In fact, Sen pled a formal pattern for
determining the microeconomic level of happinesgq&s well-being) in relation
to the amount of the capabilities and an individtupérsonal valuation of them. He

defined the following categories:

- CommoditiegX;): The goods or services that human beings potgntian.
For example, a bicycle or tickets for a show dteatre;

- Functionings(F): Describes the emotions experienced by humangbein
during the exploitation of an available commodFgr instance, riding a bicycle or
participating in a show at a theatre;

- Capabilities(Q): The amount of alternative functions that areilat#e to
human beings in a concrete contingent situatiorpaéities thus indicate the
degree of freedom of choice owned by a human b&agexample, the possibility
of choosing between riding a bicycle or participgtin a show at a theatre.

At this point, Sen (1985) formalized his thinking Bssuming the marginalist
conception of individual happiness;{Hs the utility maximisation function (JJof

the theoretical functioningsf; related to the commodities consumption

function[c; (X )]:

293 Mark Tauger (1954- ).
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Formula n°® 16: Marginalist Function of Individual H appiness

H, = UAf, [e,(X)])

Then, he substituted the abstract axiom of indi@idbappiness as utility
maximisation with the concrete axiom of individdigppiness as the maximisation

of the individual’'s personal valuation¥,) of the individual happiness

function(f; [c,(X.)]).

Formula n°® 17: Sen’s (1985) Individual Valuation Function

= {f; [c;' (X;j]}

Finally, he formally defined the set of an indivadis capabilities@, (X,) where

the theoretical functioning§ need to be included in the real, concrete funatigsi

F.

Formula n° 18: Sen’s (1985) Individual CapabilitiesFunction

Q; (Xij = {f;_ [Cf (ij]} only when f; € F,
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In doing this, he created a formula for tkencrete degree of individual
happiness in relation to the concrete functioniagailable to him in a precise

context and to the characteristics of his persoeaklations.

Formula n°® 19: Sen’s (1985) Individual Happiness Fuction

V.= v, Q(X;) = v, (f; [c,(X])]) only when f, € F,

The elaboration of the mathematical pattern of bdjpas approach did not aim
to provide a new methodological dogma of economalysis, but rather to state
the abstraction of marginalist economics. Sen fedarithe need to recognize the
determinability of an individual’s human capital, which shapes tbjective
valuation of his choices of action. In that regdfvio Comim (2008, p. 163-165)
pointed out that the instruments for measuringagihality of life change in relation
to the structural and contingent elements of evedywidual: the type and the
duration of education received, the cultural valoéshe family, psychological
characteristics, the state of one’s health, enmr@mtal conditions, and so on. The
capabilities approach somehow recalled Hayekiaruraemtation regarding the
unpredictability of explicit and implicit factors of knowledge thaiffect the
consistency of individuals’ human capital. In faat,the beginning of his career,
Sen (1976) understood that econometrics can omwlyige a hypothesis for partial
economic orders (macro as well as micro) and apmabe indexes, but cannot
calculate the output of complex combinations ofedeinants that generate the

individuals’ behaviours (Majumdar, Sen, 1976).
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For Sen (1997), human capital is the most diffiedbnomic reality to express
guantitatively because it consists of immateriabnednts characterized by
emotional, affective, cultural and religious aspecfthe Sennian proposal thus
measures an individual’s happiness on the basith@fwideness of available
capabilities and prefers not to inquire regardihg tualitative composition of
human capital. We can assume that the capabildgsroach presupposes a
methodological individualisnbecause it was conceived from the idea that the
formation of an individual’'s human capital takesagd outside the intermediate
bodies to which the human being naturally (family) voluntarily (groups,
associations) belongs. Sen’s human actor is a\ooeing who develops social
relationships only for his own interest. In thigaed, the capabilities approach is
identical to marginalism. In addition, we must renber that Nussbaum and Sen
have never individualized any objective criteria dd$tinction between what is
morally good and what is morally evil in human demns. Therefore, we can
affirm that the capabilities approach is charaztstiby arelativistic approach to
ethics. We cannot find in the capabilities approadmality of economic science
toward the common good or an organic vision ofedyciln fact, Séverine Deneulin

recognized:

No development policy can be neutral with respextat
conception of good. It is because it is recognitedt the

malnutrition is a deep offence to a dignified hunide that

actions can be undertaken to put an end to is li@cause it has
been recognised that domination and humiliation areleep
offence to a life worthy of being human that adiaran be
undertaken to put an end to structures of domimate

humiliation (2002, p. 516)
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5.3 Human Capital in the School of Capabilities: Maroeconomic Aspects

As we have just mentioned, the capabilities apgromas adopted by the United
Nations for its international policies. This intational political organism created a
commission of scholars of diverse disciplines ahdrged them with confronting
each other to find thenacroeconomienstruments aimed at improving the concrete
well-being of the world’s people. Many economiste @ part of this working
group, including Sen, Mahbub ul Haq, Paul Streedad Sudhir Anand. They
examined the qualitative content of human capitedugded on capabilities
approach in depth, and their conceptual synthgspeared in the first United
Nations’ Human Development Reppnivhere individual and social progress is
defined as & process of enlarging human choités996, p. 49). On this point, the
economists of the commission elaborated a comptiexnan Development Index’
composed by the sum of a series of normalized @sdaoncerning many human
capabilities (Anand, Sen, 2000), such as the aszenedium real wage, hope of
life, cultural level and so forth. This multi-dim&onal modality for measuring
human development was strongly criticised by Paitasgupta (1997, p. 77) for its
incapacity to state an objective economic parameftevell-being valuation such
as, for example, the GDP amount. From the oppasitgle of examination,
Raymond Apthorpe (1997), another member of the samgking group but
endowed with a humanist background, thought thetHtbiman Development Index
was mistaken because undervalues the more ‘hunspects of human capital and
human development. He attacked economists for ithgnthemselves competent in
everything, rather than attributing a normalizedugato incalculable features of
people’s lives, such as their emotions, sentimesgnase of dignity, state of their

consciousness and so forth. Apthorpe affirmed:

To merit further credibility they will ... have b@ much stronger
on social and economic and cultural descriptionrthere the

present Human Development Report: traders mustdeght in
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as well as trade, framers as well as farm, educats well as
education (1997, p. 23)

ul Haq positively accepted these difficulties bessgun his opinion, stagnant
ideas die quickB; while lively scientific debate is useful fofurther evolution in
many directions (1998, p. 225) in understanding and then solvewpnomic
problems. In fact, in response to Dasgupta’s anthépe’s, critics Sen outlined
his idea of human capital in a 1997 paper, ‘Humaapital and Human
Capabilities’. Vivian Walsh (2000) comments thanSeed to develop Smith’s
works concerning human capital in an alternativey waan that of marginalist
economists. The former again proposed the Smithamathematical conception
of human capital rather the latter, as we have,sm@icthed the Smithian assertions
of analysis grounded on marginal utility. Sen gbegond the marginalist dogma
of the sharp fact/value distinction and of the ‘miegless’ of value(Walsh, 2000,
p. 6). He emphasized the importance of human dagrawth for individual

happiness and for society’s well-being. Sen wrote:

If education makes a person more efficient in codityo
production, then this is clearly an enhancementhaman
capital. This can add to the value of productiorthe economy
and also to the income of the person who has beecated. But
even with the same level of income, a person magfibédrom
education, in reading, communicating, arguing, &g able to
choose in a more informed way, in being taken nsergously
by others, and so on. The benefits of educatios #xeceed its
role as human capital in commodity production. Tireader

human capabilities perspective would record —anliea these
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additional roles. The two perspectives are, thlssely related
but distinct (1997, p. 1961)

Das Gasper (1997) classified Sen’s human capitakeasy constituted by three
categories of capabilities:

- S-Capabilities Indicate the individual's attitude when approachi
something, his capacity of doing something andabiity of managing something;

- O-Capabilities Refer to the individual’'s alternative chancestémms of
opportunities and options that are available iematn circumstance;

- M-Capabilities Express the individual’'s cultural identity, moral
convictions, religious ideals and openness to $oelationships.

For Sen (1997), the M-Capabilities are basic fer idalization of human action
and for the success of the S-Capabilities and thmgabilities. In fact, without
adequate M-Capabilities, skills could be wronglieonted, larger option sets could
cause confusion and disorientation and externastcaints could be automatically
internalized with no critics or reactions (LanzQ0Z). However, as Stefano Solari
has noted, the M-Capabilities represeah “expression of “Kantian rationality”
and “intrinsic motivation” arguments with an endagsation of norm’s (2005, p.
413). This confirms that, for the capabilities agwh, humans are seen as
individualistic beings who engage in social relai@nly if they have internalised a
norm of altruism in their human capital. Human talpdepends on Kantian traits
acquired by the education of the consciousnessr&irced the spiritual aspect of
human beings to a cause-effect mechanism. In otlwnds, the capabilities
approach affirms the necessity of developing sulbisiafreedoms (capabilities) by
introducing an incoherent moral liability that aoatically eliminates the
attainment of an individual’'s happiness. Sen caggumorality, which is to do
freely what is just, with moralism, which is to barced to do what is just. The
experience always proves that humans attain hagpieeclusively with morality
(i.e., she does what she wants and she wants whastj while the human suffers
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frustration when she acts out of moralism). As aseguence, the Sennian concept
of human capital supposes atomisticvision of society and selfishanthropology
like the notion of human capital favoured by maadjst economists. Under the
capabilities approach, only the social rules basedhe good reputation paradigm
or on the fear of making a mistake (to violate Kamtian due) stimulate humans to
act ethically.

6. Conclusions

We have listed the schools of thought that arerredteres to the marginalist
mainstream and which examine the topic of humantalam an original way.
Obviously, every school has a heterodox approachtgelf that distinguishes it
from all others. In this chapter, we cannot thusdfia common pattern that
somehow unites the paragraphs. However, all ofiteetioned schools attacked the
marginalist paradigm of “homo economicus” and thiem of utility maximisation.
German historians proposed antithetic epistemologyf economic science by
arguing for the nonexistence of economic laws drel duty of using economic
history and statistics to develop any sort of ecoieaanalysis (Shionoya, 2001). In
this view, the nation’s economy needs a legislapagtern if it hopes to work
efficiently, and the state must play a paterna inlthe markets, included taking on
the role of promoting economic education. Germatohical scholars maintained
that human capital of every citizen has an effacttloe process of forming the
entire populace’sultural identityandspirit .

On the other hand, the heterodox schools’ modeedsuring of human capital
value did not agree with the assumption of the &ipc marginalist school
regarding the rationality of an individual's chasceEngels introduced (1883) a
cost-based approacivherein the individual’'s human capital is estindate relation
to his parents’ expenditures made to support lagng. In an attempt to quantify

the immaterial wealth of a nation from a macroecenitoperspective, Dublin and
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Lotka (1930) also took account of the individugiessibility of surviving to a
certain age and of being employed when determithiegcost of human capital net
of the earnings received by that individual. On¢batrary, Far (1853) advanced an
income-based approachvhere the individual's human capital is estimatedaa
function of his capacity for creating flows of wagar money entries. Graham and
Webb extended (1979) this microeconomic model yuoting the notion of an
individual not only surviving to a certain age abding employed, but also
receiving bigger earnings with an increasing econand the augment of his

seniority.

Finally, we have dealt with the contributions oé tBconomists of OECD and
those of the school of capabilities approach. Theth preferred to highlight the
qualitative aspects of human capital, although they did nglewt the analysis of
guantitative ones. OECD’s scholars pointed outrdtevance of some features of
individuals’ human capital, such as creativity, gpgrit of initiative, the desire for
self-realization and the desire for fulfilment (@elivais, 1964). Second, the
OECD’s team suggested the urgency of states plgneiducation policies
accordingly amanpower forecasting approacind reinforced their capacity to
encourage the working vocations of every citizemevalso working to develop the
human resources that firms require (Friis, 196%).tli® other hand, Nussbaum and
Sen (1993) conceived of human capital asaasversaldimension of some human
capabilities, intended as substantial freedomsdividuals. Sen (1997) stated that
human capital affects an individual’s practical Wedge, working competences,
technical capacities and problem solving abilitiésdno marketcapabilities (M-
capabilities). He referred to the benefits of ediocaand training concerning an
individual's attitude toward correct behaviour, fgsive communication and

making choices in a more informed way.

In the end, we can affirm that the heterodox prajsseem interesting mainly in
light of having discussed the epistemological parad and methodological
postulates of marginalist economic praxis of analydNevertheless, these
heterodox approaches maintain the philosophy ofnthenstream concerning the
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anthropological conception of human being. All dfetmentioned scholars
advanced amndividualist vision of humans by rejecting the Aristotelian-Tiiet

valorisation of the social nature of man and byle&gqg the importance of
intermediate bodies for the development of humarsqmality. Second, they
supposed, like marginalist authors, that theresalgective and relativist ethics at
work behind humans’ actions that cannot be theotdjef economists’ assertions.
However —as Deneulin (2002) admitted— we cannottisatyan economic decision
is good or not if we do not define the objectivieria of what is and is not good

from a perspective of morality (not of moralignia Se.
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Third Section. Human Capital in the Personalist Schol: An Interesting

Perspective

Chapter 1

Human Capital and the Concept of Person

1. Introduction

In the literature, the economists often confusecirecept of “human person” with
those of “human agent”, “human operator” and “hurmatividual”. In our opinion,

it is thus necessary to set forth the ethimologaradin of the person word and to
indicate what characterizes this concept. Therefwee briefly try to describe the
historical, philosophical and theological roots pérsonalism, while in the
successive chapters we will analyse the economrsopalism promoted by

Catholic economists and Popes.

2. The Ethimological Meaning of the Word Person

At the beginning, the person word indicated the fatthe theatre actor, stemming
from the etymologic Greek origin ofpfésopori (Nédoncelle, 1970, p. 47-184).
This original reference contains an emphasis of dhginality of every man

because the characteristics of his human face n-oftere so than those of his
body— distinguish him from others. Moreover, Art&to described (Politics,

1.1253a) man as a “political animal” for highligidi his social nature. Aristotle
argued that man alone shares in God’s nature lyevaf intelligence, is capable of
communing with God and who achieves his full pagnthrough his development
of his shared nature and his divine intellect. ediefor Aristotle, happiness is the

goal of human existence, virtue is the exerciskushan moral values and a human
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being’'s body and soul are linked to one anothemater is to form (Tarnas, 1993,
p. 61-67).

Successively, in Tertulliano’s works, the notion“pérson” was explicitly used
in a theological sense to refer to thetologyof the figures of the Christian God:
God-Father, God-Son and God-Holy Spirit. The tHrgeres are distinct personal
entities but basically connected each other in dualurelation of love. The

Christian God is actually an unique being coniiuy three personal entities.

Saint Augustine also chose the Greek terhypostasis and the Latin
correspondent gersond in his reflections concerning theniversal dignity of
humans and their uniqueness. He stated #hadry single human being is a person
(De Trinitate, XV.7.11) so as to point out the widual nature of the human being
and, at the same time, his social nature. For $aigtistine, man naturally lives in
communities where he influences and is influencggthb other members. Anyway,
man ultimately maintains his ontological autonomgcduse he is naturally

endowed with his own personhood.

Finally, in the 451 Council of Chalcedon the notioh“person” acquired an
official definition. In the 3% proposition of the Fifth Session (Price, GaddB)%,
vol. 2, p. 204) appeared a clear explanation ofgfian anthropology. The Council

Fathers wrote this pronouncem@fit

We all in harmony teach confession of one and déingesSon our
Lord Jesus Christ, the same perfect in Godhead thedsame
perfect in manhood, truly God and the same trulynpaf a
rational soul and body, consubstantial with the Heat in
respect of the Godhead, and the same consubstavittalus in
respect of the manhood, like us in all things agaoim sin,

204 Accordingly, the canon law the Council fathersitements need of the officiglacet of Pope for
becoming part of the doctrine of the Church.
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begotten from the Father before the ages in respécthe

Godhead, and the same in the last days for us andodir

salvation from the Virgin Mary ... one and the sanhei<E, Son,

Lord, Only-begotten, God, Word, Lord, Jesus Chasen as the
prophets from of old and Jesus Christ himself taughabout
him and the symbol of the fathers has handed dows t

Starting from this point of history of the Churdhge person word was used to
denote the human being as an entity concretely raatlee same time by body and
soulwith an analogyto Christ, who was contemporaneously constituted Hivine
and a human nature. In Catholic thought, the hupsson is not a soul embodied
nor a body spiritualized. Any component of man does prevail over the other.
The human bodyonstitutivelyexists because there is the human spirit \@nd
versg even in cases of possible psychological or playsmalformations. In fact, in
the Bible, the soul word often indicates the spaitprinciple, which animates the
entire human person, while the human body is irddras the whole human person
that is intended to become, in the body of Chrsttemple of the Spirit. For
Catholics, the human person is not an assembléityrehtwo factors of different
natures but aoriginal andunitedbeing, characterized by two aspects. The Catholic
tradition indicates this particular ontology of thmiman being by using the
expression “dual unity”. The unity of soul and badyso profound that one has to
consider the soul to be the “form” of the bodyisibecause of its spiritual soul that
the body made of matter becomes a living human body

In the Summa TheologiaeThomas Aquinas developed the Boethius’'s neo-
Aristotelian definition of person asf individual substance of a rational natlire
(Liber de persona et duabus naturis, 111.2). Thorerasied that what is understood
by spiritual knowledge cannot be considered as #unw inside the order of
material nature. The ultimate truth of createdirg&the person of Christ) emerges

and communicates itself within a human relationshgzause it has a personal
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character. This implies, on the one hand, that lBos's rational nature of the
person (the spirit) does not have an autonomousrenaih respect to the human
body and, on the other hand, that God must beelyland bodily person who acts
in the world of today. The theological point is shilne truth of the mystery of the
living andpersonalpresence of Christ risen again to men of any ®eaondly, we

can observe that in Thomas’ thought geesonhoodf God and that of the human
person are equally strictly connected to theeativity, intelligence freedomand

responsibility As a consequence, Thomas emphasized the perpenttrating

cognition of the multitude of God’s created objeictshe world —their order, their
dynamism, their directedness, their finitess, thaipssolute dependence on
something more— that revealed, with the culminatbrthe universe’s hierarchy,

the existence of an infinite highest being, an umadomover and first cause.

3. The Concept of Persorversus That of Individual

As we have seen, the human being in economic titerais almost always
conceived as an individual. An individual meansvaly organism, which is one of
a homogenous series of other animals and is somelagible in sub-sections
(mind versus body, psychological needs versus @icéd ones and private
behaviours versus public ones). This definitiontaors abiological connotation of
man aimed to shape deterministicconfiguration of economic science (Rubio de
Urquia, 1998). In effect, the paradigm of “homo remmicus” views the human
agent as being endowed with all the informatiorardong his alternatives of choice
and that he makes decisions on the basis of acaddailus of expediency. Man’s
configuration isaseptic because it supposes a perfect rationality andcla d¢d
emotions, sentiments and relational needs. Thevioheal has utility maximisation
as his only parameter of judgment. Moreover, ytifitaximisation is expressed in
mathematical and quantitative terms in order talyeaketermine the hierarchy
among the available options of action. For examleye apply the Beckerian

theory of human capital, we affirm that an indivadiyprefers to attend courses on
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business administration at university instead ef philosophical ones, exclusively
(not partly) because managers usually receive highges than teachers do.

Nevertheless, this approach of economic analygpeag insufficient because it
does not take account of all the factors that afiecnan decisions. In other words,
the individual is exactly valued as if he wermaterial assetthe investments made
on him have to be amortized in constant depreciatibanges in a supposed
horizon of useful life and, then, compared withsh@lternatives. It deals with an
attempt to objectivise the expediency of all adidny reducing the judgment on
every aspect of life on the basis ofcast—benefit analysisin this view, the
individual's profit can be explicit and thus qudiafble through a yield rate or
implicit because it produces a pay-off in the Iageagn. A human decision aimed at
an explicit profit is the choice of a type of unisity study rather than one aimed at
an implicit profit, such as good relations with wimg colleagues. In any case,
when we consider a human being as an individualrefer to a human capital
characterized by a&onstitutive instrumentalitysed for the attainment of selfish

purposes (clear or hidden).

Instead, in the 1995 papddaving Alternatives, Being Free and Being
ResponsibleCarlo Berretta proved that the human decisionatgss is determined
by human liberty as well as by being influenced @yseries of historical and
contingent determinants. In the literature, manfeotqualified studies have
confirmed that the growth of person’s human capigpends on the economic—
political situation of the geographical location evé the person lives (Vinci S.,
Vinci C., Garofalo A., 2002), the typology of thenfily in which she grows up and
develops (Lima, Vassilliadis, 2006), the social teah where she is called upon to
operate (Dongili, Zago, 2003) and the cultural itrad that she learns (Murat,
Paba, 2002). Therefore, as Polanyi and von Hayegkeal; it is necessary to
eliminate the utopian idea of an abstract humangoas being perfectly rational.
Man is not a product of a laboratory. Secondly, west necessarily admit the
existence ofmo selfishvalues in human beings. Aristotle and Thomas ctyre
believed that the human being is structuraigfational and in relations, he
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experiences friendship and reciprocity as well @gpathy and clashes. Exactly at
this point does the concept of person surpassothédte individual. In fact, we do
not attach the concept of person to economic aisalgs religious reasons but we
honestly recognize that a suitable economic armlgapable of analysing the
economic facts needs a proper anthropology (RuldoUdquia, 1998). This
anthropology corresponds to a Christian one nat imeh perspective of faith —from
the top of Revelation to the bottom of the humandition— but in a perspective of
reason grounded on the observation of the humaditoc@m—from the bottom of the

human condition to the top of Revelation (Pope Jéaul Il, 1998).

In fact, though made of body and soul, man is"qi@@audium et Spe#.14) in
every field of his activities. Hans Urs von Baltag®® maintained that human
freedom and human self-consciousness render tkerpeomebody whoekcludes
every and any community with otH& (1976, p. 365). On the other hand, in the
same page he added that in the praxis of humatioredas implied & creation of a
time and a place of community where to reciprocatach other”®”. The “dual
unity” of the human being actually implies that theman person is a social
individual. There is not a human being exclusiviel§ividual nor is there one who

is exclusively social. Indeed, Cardinal Angelo $oexplained:

Man is a united being capable of transcendence alokp of
transcending the human community which belongs ataj
nevertheless his destiny is irremediably conneetgd that of
his community® (1991, p. 113).

2% Hans Urs von Balthasar (1905-1988)

2% We do not know the German and we have not fousdatglish version of this text. The translated
quotation in the Italian version ig&clude ogni e qualsiasi comunariza

27 We do not know the German and we have not fousdatglish version of this text. The translated
quotation in the Italian version isifi comune in cui ci si elide a vicentia

2% The original Italian quotation is'tiomo, in quanto totalitd unificata, & un’unita E4ponentesi,
capace di trascendenza, capace anche di trascerlda@@munita umana cui appartiene, e tuttavia ibsu
destino € irrimediabilmente intrecciato con qualidutti i suoi simili”
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As it is written in the Bible, the human being Hasen created as amage of
God (Genesis, 1, 27). Moreover, according to ther€y God attached so much
importance to the salvation of every human per$at he did not spare his own
Son for the sake of man. In fact, the pastoral tioti®n Gaudium et Spesf the

Second Vatican Council stated:

The truth is that only in the mystery of the inaeWord does
the mystery of man take on light. For Adam, th& finan, was a
figure of Him who was to come, namely Christ thedL&hrist,
the final Adam, by the revelation of the mysteryhef Father
and His love, fully reveals man to man himself amakes his
supreme calling clear. It is not surprising, theéhat in Him all
the aforementioned truths find their root and attéieir crown
(n.12).

The perfect communion of persons of Trinity (PopanJPaul 1, 1992) is thus
the only suitable paradigm for understanding humatnre. The Father and the Son
constantly live in a reciprocal total gif relati¢raritas) whose fruit and nexus is the
Holy Spirit (Pope Benedict, 2006). For analogy, madfls himself in freely giving
his adhesion to the lively and personal presenc€lwoist risen again and present
here and now within the Church (there is no Cloigside of Church, but Christ is
a distinct reality from the Church) (Pope Bened2€08).

As a consequence, what distinguishes the persan amlividual is heppenness
to transcendence This point is decisive for affirming the other esgic
characteristics of a human person (Lombo, Rusg5,38 145-160):

- Irreducibility: the person is somebody and not something obtainin

by the sum of biological, psychological and affeetelements. The human
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person has, constitutively, a desire to discover nieaning of the entire

reality (ultimate truth).

- No repeatability every person is unique. There is not an abstract
person but a “this” or “that” real and concrete goer. So much so that a

couple wait the birth of “a” child and not of “tHathild who will be born;

- Inalienability: the fact of being a person is never eliminablenewn

the extreme cases where there are a lack of pblsitentary capacities;

- Entirety. the person is not a part of a bigger entity saglsociety or
the universe but she owns an ontological fullnessifher conception until
her natural death. The human person is capablelbksowledge and of
self-possession. The person can never be an institubot must always be a

target for herself;

- Relationshipsthe person lives in a network of unique and palar
human relations, which develop and intensify in oadance with the
evolution of her history. The human person shapaspersonality within

these intermediate bodies.

In front of theseobjective anthropological data, we can understand that the
reduction of the human being to an individual isplg ideological. The possibility
of manipulating, classifying and managing the nemuald the wants of people in a
mathematical-statistical way has historically beka stuff of dictatorships. For
Hannan Arendf® (1951), all ideologies have always neglected thgnity of
human life and have always tried to destroy thatpdyg of a free social life of
intermediate bodies. In this dissertation, we havse demonstrated that the
individualist culture wants to direct the humanitapof people for the purposes of
individual and social utility. On the contrary, wall discover that the Catholic
culture forever promotes thiategral development of every human person and

every human community. In this approach, the huoegital of people is oriented

29 Hannan Arendt (1906-1975)
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towards the reaching of tmmmon goodThe person is actually conceived as a
being directly created by God in his image andtBkeecby constitutes —quoting the
words of Cardinal Franco Caffarrathé reality more perfect, more valued which
exists in the world: the whole world has less valban a persotf*® (2006, p.
XVII).

4. Conclusions

It is believed that Catholic social thought wasrbarith Pope Leo XllI'sRerum
Novarumencyclical letter, as this was supposedly the fiecument where the
Catholic Church dealt with social and economic d¢epiThis observation was
successfully disproved by Alberto Peratoner, whitected (2009) some economic
and social insights of magisterial teachings inotdf precedent documents of
popes. In any case, Pope Leo Xl was the firstessor of Saint Peter to dedicate
an entire encyclical letter exclusively to econoraitd social questions (Felice,
Asolan, 2008). He tried to respond to the condgioh emergence of the working
class of the end of the XIX century derived frone tpractice of an unlimited
liberalism. Pope Leo XIff! thus suggested a “third way” for the economic exyst

as an alternative both to capitalism and to sarialiSolari, 2008).

Although in the history of Catholic social doctrineis never possible to
undoubtedly identify who has influenced an encwtliwriting, it is common to
guess the Popes’ collaborators. Only the Popeialtficsigns the text of an official
document and he usually does not insert quotabomeferences of economists but
exclusively of his predecessors, the fathers ofGherch and the saints (Misner,
1992). Nevertheless, we can compare the similafifyassages of every encyclical
text with chronologically precedent papers of tlenti#f’'s supposed collaborators

in order to find the convergences (Alford, Clarkartight, Naughton, 2006).

210 The Italian original quotation isld realta piu perfetta, pili preziosa che esistanando: I'intero
mondo vale meno di una perscha
21Vincenzo Gioacchino Raffaele Luigi Pecci (1810-3)90
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According to Paul Misner (1991), the text of tRerum Novarunmencyclical
letter was grounded on the social speeches of momsiWilhelm Emanuel von
Kettelef*? Bishop of Mainz, of the middle of the XIX centygnd was influenced
in the moment of editing mainly by thénion de Fribourdg™ and the Italian Neo-
Thomist scholars, such as Father Luigi Tapparelizedglio, Father Matteo
Liberatoré** and Cardinal Tommaso Zigli&a After the publication ofRerum
Novarumin the economic literature, the Catholics gave waythe school of
thought called “Social Catholicism”, whose more ortant exponents were
Giuseppe Toniofd® and Monsignor Salvatore Talafbin Italy; Father Heirinch
Pesch'® S.J., Father von Neull-Breunifiy S.J. and Father Bernard Dempsy
S.J. in Germany; and Goetz Brigfsin the United States (O'Boyle, 2002). They
much influenced the content of Pope Pius ¥f€Quadragesimo Ann¢1941) as

well as Pope Pius XII%* pronouncements on economic matters.

During the entire pontificate of Pope John XXif| Catholic social thought was
at the centre of the re-constitutétdSettimane Sociali dei Cattolici Italiciif,
whose leaders were Cardinal Pietro Pa%aand Francesco Vit6®. These two

scholars thus strictly collaborated with Pope Jétih in the writing of Mater et

Z2ilhelm Emanuel von Ketteler (1811-1877)

23 The English translation of the title is “Friburgidn”.

214 Matteo Liberatore (1810-1892)

25 Tommaso Zigliara (1833-1893)

1% Gjuseppe Toniolo (1845-1918)

27 salvatore Talamo (1844-1932)

218 Heinrich Pesch (1854-1926)

219 Oswald von Neull-Breuning (1890-1991)

220 Bernard Demspey (1903-1960)

221 Goetz Briefs (1889-1974)

222 Ambriogio Damiano Achille Ratti (1857-1939)

2 Eygenio Maria Giuseppe Giovanni Pacelli (1876—)958

224 Angelo Roncalli (1881-1963)

225 At the beginning, theSettimane Sociali dei Cattolici Italianvere promoted in 1907 by Giuseppe
Toniolo but in 1934 were prohibited by Fascism. Séheultural meetings were re-introduced in 1943
until 1970 and for another time period from 1991ilunday.

226 The English translation of the title of these ordt meetings is “The Social Weeks of Italian
Catholics”.

227 pijetro Pavan (1903-1994)

%8 Francesco Vito (1902—1968)
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Magistra (1961) andPacem in terris(1963). On the other hand, Pope Paui*¥/I
embraced the community personalism of Emmanuel Motii and Jacques
Maritain®** in the elaboration of hiBopulorum Progressi¢1967) encyclical letter,
where he introduced the new concept of the “intdgnanan development” of every

person and of every people.

Finally, the election of Karol Woijtyfd® to the papacy (1978) brought many
novelties into Catholic social doctrine, althoughthe respect of continuity. The
original philosophical background of Pope John Rawlas on the basis of his
encyclical letterd.aborem Exercen$1981), Sollicitudo Rei Socialig1987), and
Centesimus Anny4.991), where human capital was considered fronmizmesting
new perspective. The Wojtylian economic framewodswleveloped from diverse
perspectives in the United States by the persdnatibool, guided by Peter
Dannef** and Edward O'Boyle, and by the Neo-Conservative, ded by Michael
Novak and George Weigel. The Italian school of lcedonomy also developed
John Paul II's teachings and its leader, Stefanmatmi, deeply collaborated with
Pope Benedict X\/f*in the writing of the recent social encyclicatéetCaritas in
veritate(2009).

2 Gjovanni Battista Montini (1897—-1978)

230 Emmanuel Mounier (1905-1950)

31 Jacques Maritain (1882-1973)

232 Karol Wojtyla (1920-2005)

233 peter Danner (1921-2008)

234 stefano Zamagni attended the first public presimteof the text of the encyclical with Cardinal
Renato Martino, Cardinal Joseph Cordes and Bishamgaolo Crepaldi.
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Chapter 2

Human Capital in the Neo-Thomist Movement and in Ppe Leo XIlI:

The View of Social Catholicism

1. Introduction

We have just stated that von Ketteler was somelmenptophet of the contents of
Rerum Novarumwhile the Italian Neo-Thomist school and theion de Fribourg
significantly influenced Pope Leo XllI's statememtsthe final draft (Almodovar,
Texeira, 2008). In fact, Pope Leo XIII indulged theggestions of the Cardinal
Gaspar Marmillotf® leader of théJnion de Fribourg regarding the stimulation of
the birth of labour associations, the creationndérinational agreements on labour
rule$®® the view of the state as an instrument to refdne economy and the
exhortation to develop the frame of Cathaarporatismelaborated by René de la
Tour du Pif*" (Nitsch, 1990).

It is noted that other scholars also tried to ieflce Pope Leo Xlll. We must
mainly mention the Cardinals Henry Manniffyand James Gibbofs who
studied the social question with special referetacéhe Anglo-Saxon world, and
the Belgium group of Frédéric Le Pf&yand Charles Périff, who organized the
famous public meeting called “Congress of Liegetie$e two schools of thought
were in favour of diberal society and sought a limited role for the stateceoning
the protection of rights and repression of abu$égy believed that the person’s
freedom of belonging to the intermediate bodies wees ground for improving

social problems (Gaburro, 1997).

2% Gaspar Marmillod (1824-1892)

236 Before 1891, Count Albert Marie de Mun (1841-1904) a series of French pilgrims to Pope Leo
XIll to stimulate his intervention regarding humdignity protection, the sufficient-wage level artbt
Christian customs of workers.

23" Reneé La Tour du Pin (1834-1924)

238 Henry Edward Manning (1808-1892)

239 James Gibbons (1834-1921)

240 Frédéric Le Play (1806—1882)

241 Charles Périn (1815-1905)
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However, in this work, we will deal with only witthe conception of human
capital from the principal thinkers of the Neo—Thstmovement (Solari, 2007):
Bishop von Ketteler of Mainz, author of the mosportant economic work (1864)
that precedefkerum Novarunregarding a radical critique of classical politica
economy and the free market principle; Tappar#ie co-founder of the official
Jesuit reviewLa Civilta Cattolicd** and Liberatore, the first ghost-writer of the
Rerum Novarunencyclical letter. On the other hand, in the Néwmist group,
Cardinal Tommaso Zigliara, editor &erum Novarumand Monsignor Gabriele
Bocalli, the private secretary of Pope Leo XllI (8sa@vo, 1923) can also be
included.

2. Human Capital in von Ketteler

Pope Leo XIlI defined Ketteler as higreat predecessbrMetlake, 1912, p. 5)
speaking of him with Kaspar Decurtifit§ a Swiss Catholic sociologist. In fact,
Ketteler was a central figure in Catholic sociabught for his approach to the
“social question” (Ryan, Husslein, 1920). He hakketaa law degree during his
studies in the seminary and in 1835 entered govenhrservice as a law clerk but
he resigned from the government in protest agdtsssia’s treatment of the
Archbishop of Cologne in a celebrated marriage wispn 1838. In addition,
Ketteler was distinguished from other priests doehis economic background,
which was publicly displayed when he was appoiethop of Mainz in 1850 and
became the spiritual leader of the German Cathubbwement (Brauer, 1932, p.
26-31). His economic view was based on the Thofrashework of anordered
and organic vision of society and of an interpretation of Gudith faith as an

incarnational experiencevhich even affects human material needs.

42 The English title iSThe Catholic SocietyThis review has a particular authoritativenesthinCatholic
world because its publication is subordinated &dpproval of the Vatican Secretary of State.
243 Kaspar Decurtinis (1855-1916)
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In 1864, inDie Arbeiterfrage und das Christentétf) von Ketteler rejected the
economic theories of socialism as well as of libema In his opinion, the former
was built on principles that were inherently flawé®wm the perspective of
economic efficiency and embraced atheistic, antigfian and anti-clerical ideas.
The latter proposed an atomistic conception of efgciand an individualist
mentality, provoking the immiseration and starvataf the working class. On the
contrary, von Ketteler maintained that there shdwddarevival of the economic
system of the Middle Ages grounded on the valansabf the human capital of
every person (Pecorari, 1977). For von Kettelerwds necessary to outline a
legislative pattern capable of organically diregtthe workings of human society
towards thecommon goodThis Kettelerian community constituted an indivadl
and social engber sebecause within it the human person flourishegims of her

human capital. Regarding this, the Mainz bishopra#d:

The principle of organization which brings people aell as
raw materials together into powerful unity is aniple that is
operative in the plant and animal world, as wellfas man and
for the human race, and, for that matter for théirenuniverse.
It originates, of course, in the eternal intelligenand power
and love of God, and it shows up on earth in twanf There is
a merely mechanical, external type of organizatlmmging

things together in a superficial, accidental manrend there is
the organic unification which brings things togetie a lasting

substantial way. The modern cooperative principteil fasten
men together in a mechanical fashion, whereas Gosi men
organically as cooperatives formed by men in agast pvere
united organically**® (1864, p. 349)

244 This publication was translated in English witk title The Labour Question and the Christianity
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This solidarist approach was nourished by the emphasis on theriamoe of
ethical guides. At the root of the German ethicadmn®my, von Ketteler thought
that the development of people’s human capital @sgeecially connected tooral
elements. In Ketteler's mind, if human persons ficacivic virtuesinspired by
Catholic morality, such as honesty, collaboratitiprocity and trust, the market
is transformed into an instrument at the servichwhankind. As a consequence of
this, von Ketteler wanted to apply this solidagpproach to th&abour regulations
by trying to improve the form and the scope of vessk associations (Dietrich,
Frohlich, 1996). Regarding this point, he praidssl dttempts at creating new forms
of institutions for stimulating workers’ participan, promoted on one side by the
liberal Schultze-Delizséf° and, on the other side, by the socialist Ferdinand
Lassallé*”. Von Ketteler wrote many times to Lassalle, whoenayreed with on
thetheory of wageThey thought that if local labour was requirecctompete with
immigrant labour, and if all human workers were uiegd to compete against
machines, then the law of competition would demamdevery case that the
cheapest labour would win. Secondly, the cost lodda would be held down to the
minimum required to keep a labourer alive (Ryarl5)91In times of an excessive
supply of labour, workers would mechanically be demned to starvation. Von
Ketteler was thus aware of the necessity of culyudiffusing the moral primacy
of human capital on material capital for the unu&ble value of human dignity. In

fact, he stated:

The atomization of human beings to the status ehftidal,
individual, nuclear particles —an approach that iis perfect
harmony with the materialistic outlook— would wartathe
winds of chance scattering these particles in haphé fashion

anywhere on earth. People are not mere numbersamoithey

245\We do not know the German and we thus read thi& imcEnglish.
246 Hermann Schultze-Delizsch (1808-1883)
47 Ferdinand Lassalle (1825-1864)
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all of identical value ... absolute social equality errant
nonsense which contradicts nature. The manifoldsicay and
intellectual capacities of men are of infinitiveridy, and they
are immeasurably increased by the different cultimduences
which operate in a vast variety of environmental
circumstance$*® (1864, p. 334-335)

Von Ketteler believed that man supported himsedonmuch as he was able in
any circumstance to survive, because God had giviem the capacity to
accomplish this end. Anyway, for von Ketteler, ilarqming labour policies, they
must take account of the immeasurable range ofypadd mental capabilities with
which different human beings are endowed (Brie®83). Human persons have the
same un-reducible dignity but their human capgadiiferent from one to another.
Moreover, the cultural and technical formation gfeason changes with experience
and age. In any case, von Ketteler argued thastite must recognize and support
the role ofintermediate bodies theintegral flourishing of the human capital of
every person. In describing a human being as apgwwn Ketteler thus refers to
the paradigm of “homo socio-economicus” (O’Boyl€94). In fact, in family,
associations, groups and so forth, man is not ab@edlin his individual capacities
and limits in a naked daily competition with thestreof humanity but he is
accompanied to perform his innate talents and damnl¢he social values within a
solidarist relation and in the perspective of thi@iament of the common good.

Otherwise, von Ketteler advised and predicted:

If the entire human race is to be organized alonhg lines of
unrestricted free enterprise, unlimited free erdgnd freedom of

movement, as well as complete freedom to form asdlge the

248 \We do not know the German and we thus read thi& imcEnglish.
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family structure as one wishes, and if this liberationalistic

computerized society is then allowed to run itvitadle course
according to ineluctable mathematical laws, the cbly

inevitable outcome would be that each day thosksdighich do
not perform up to a certain level of efficiency Wwbhave to be
sorted out and eliminated in the general free-fhreampetition.
Such a first principle of society can scarcely o#eure for the
problem which beset the working class. It will etlaggravate
an already intolerable situation by calling intoayl the cruellest
kind of competitive struggle. Without fail, the wers wage
will be driven to the lower level possible —theelewf sheer
subsistence; and indeed, even this wage will be paiy to
those workers who are at the peak of their physacal mental
powers. That would be the mathematical consequehsach a

purely mechanical-mathematical procé83(1864, p. 335-336).

3. Human Capital in Tapparelli D’Azeglio, S.J.

In the years preceding the publication of Pope R€d’s Rerum Novarum
encyclical letter, the Thomist thought of a unitacgnception of reality was
especially updated by Luigi Tapparelli d’AzegliaJSThis scholar was invited by
his superior, Father Jan Philipp Roothan, to agdamduce in the Jesuit reviela

civilta cattolica, the systematic Scholastic approach to scientifisearch for
finding the elements of synthesis which connect thew discoveries of
metaphysics, philosophy, ethics, sociology, psyetwl law and economics with
Catholic theology (Dante, 1990). This representedastempt to build social
sciences that were compatible with religion becallsgmism became the official
philosophy of the Church with Pope Leo Xlli&eterni Patris(1881) encyclical
letter (Solari, Corrado, 2009a). Thomas argued #natry aspect of reality,

249\We do not know the German and we thus read thi& imcEnglish.
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everything and every action, acquires the just nmgaonly in relation to the
ultimate valueof the entire reality. He defined this ultimateangng as the truth of

“adjusting the human intelligence to the real subséaof reality?*°

(Summa
Theologiae, I-1 g. 16 a.1). For Thomas, real knalgkeis only possible through the
exploitation of the human capital of a person i light of the Truth, i.e. the fact of

incarnation and the resurrection of Jesus Christ.

Tapparelli advanced an attempt at integrating @ansanthropology with the
new sciences. He thus established a coherent vievgooiety inclusive of
economics. In his bookSaggio teoretico di diritto naturale poggiato saltt®*
(1839), we can metaphorically affirm that Tappangbwed economics as a course
of water which has to flow within the riverbed @w (such as is seen in the
German ethical school). The legislative patterntribesethically oriented by values
deriving from moral natural law that actualbpincide with those of Christian
morality (unlike the relativism of German ethicghsol). In this way, economics
maintained the Scholastic teleological dimensiavetbped anormative morality
and focused omeal problemsof people because it did not separate facts from
values (Solari, Corrado, 2009b). In other wordsppeaelli proposed a “common-
sense-based” approach where economic theory antb@@o practice were “two
sides of the same coin” (Livi, 1992).

Consequently, Tapparelli argued (1854a) that palittconomy is only a branch
of political science because the creation of werthot a purposeer sebut an
instrument for reaching other goals. He referrethéoresponses to the material and
spiritual needs that every human person naturakpegences in life. In
Tapparelli’s view, the former can be judged througgtruments of measurement of
the achieved level of satisfaction whereas thedatan never be quantified for its
intrinsic immaterial nature. Tapparelli rejecte@ tBmithian epistemological idea,
according to which the final target of economicesce is the coordination of
individuals’ selfish behaviours for the attainmesft the total good of society.

%0 The Latin original quotation isVeritas est adequatio rei et intellectus
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Conversely, he promoted a conception of economictha discipline of human
behaviours directed to theommon good(Sandona Lu., 2009). Tapparelli
encouraged an integration of economics with magraiit the awareness that
common good concerns thategral fulfilmentof every person and every human
community (Rommen, 1945, p. 183). This adjectivatégral” is particularly
important because it indicates that the personiBlimient is connected to any
aspect of human life, from affects to job, fromsleie to rest. In this picture,
Stefano Solari and Daniele Corrado highlighted that ‘theoretical definition of
social justice is a true innovation of Tappare(2009c, p. 31). Solari and Corrado
also pointed out thaocial justiceis fundamental for the attainment of the common

good because

for Tapparelli, just as for Aquinas, the common @)@® strictly
related to the order of society (and of the economyJustice
has the task of connecting economics to the congood and is
responsible for maintaining a teleological dimemsion the
study of political economy ... similarly to the Thsimidea,
exchange is not the mechanical functioning of a kear
Exchange is defined in a context of justice andefloee never
clearly separable from charity. This aspect allavgsto question
the outcomes and the functioning of the price mesha
(relative to the common good). Similarly, the peady of
interacting persons and reciprocity are reintroddce social
justice. Moreover, although authority represents essential
dimension of the economic order, no direct roletlué state
emerges in this perspective; no nationalisationjustice is
allowed. Social justice is defined in the relatibipsbetween the

person and the common good, not simply by politmadies

*1The title of this work can be translated asTheory of Natural Law Based on Fact
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representing the collectivity. In fact, Tapparedlia forerunner
in the theorisation of civil society, is that hentiaues to refer to
the political community as a space in which truatienships

between man and man are possilf09c, p. 33)

In fact, Tapparelli was one of the most importasttadars to distinguish between
a “commutative justice”, which is given its placean exchange of particular goods
between equals, and a “distributive justice”, whislconnected to the balance of
the “proportions in the share of the common ¢&od(Tapparelli, 1839, p. 146).
Nevertheless, the former is not a mechanical fonatg of the market because it is
inseparable from charity and the reciprocity of lmminteractions founded on
morality — the latter is firstly the output of thdynamism of a civil society
characterized by the practice of civic virtues (@&l 2008). In this view, the
person’s human capital must basically flourish toa principle oforder. Tapparelli

stated:

The good of man on earth, the supreme and only,geatder:
order in the use of his individual faculties, theder of social
relations®* (1854b, p. 257)

However, we must point out that Tapparelli’'s coriagfporder is absolutely not
the output automatically realized by a Smithiarvisible hand” of the market or by
a socialist planning of an allocation of resourbgsthe state. Instead, Tapparelli
linked the order of society with the integral fotioa of a person’s human capital

(Crespo, 2004). He referred to the human capaditgoting out human reason,

%2 The Italian original quotatation isr‘proporzione della partecipazione al bene comtne
53 The ltalian original quotation isli“bene dell'uomo sulla terra, bene sommo, benewsi I'ordine:
I'ordine nell'uso delle facolta sue individualigidine delle relazioni sociali
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human moral convictions and human desires accotdinigeactual situation The
nature of man is expressed by the integrated whisgnses and reason, so that man
has a duty to conform himself and his appetitd&odictate ofeason—which is his
characterizing feature. For Tapparelli, behind hoanaztion there are not only
material needs but also a variety of needs un-itbud¢o any superstructure
(historicist or positivist). In this way, economiegquires apractical character
because is not reduced to a complexaopriori theoretical statements of an
equilibrium of forces but is directed to regulatentan appetites using the person’s
reason and her moral values. Human capital beca@asive in shaping thevic
virtues, whose concrete application actually changes iaticel to the wide and
diverse contexts of actual situations. In any casgparelli argued that a human
person is characterized by matural human sociabilitif>* (1839, p. 137), which
leads her to live and develop within intermediatadibs (family, associations,
groups, enterprises etc.). In the Christian comitygutihe human person can meet
the lively and personal presence of Jesus Chrlihbehe witnesses of the life of
Christians (Tapparelli, 1852a and 1852b). For Teglpawhen the human person

meets Christ she discovers the face of the Thosnigtimate goal of reality.

4. Human Capital in Liberatore S.J.

Liberatore assumed Tapparelli's epistemologicamBwork in his assertions of
political economy. In addition, the former introdwlc(1857) an economic method
of analysis coherent with Neo-Thomist philosoph. tHus rejected the analytical
instruments based on marginal utility, general eoain equilibrium and so forth,

by preferring a non-formalized approach groundetherprinciples of the common
good and a person’s dignity, solidarity and libeitiperatore published the book,
Principi di economia politicZ> in 1889, where collected his articles that hast ju

appeared in the review,a civilta cattolica This book was translated into many

54 The Italian original quotation isvaturale socievolezza umaha
%5 The English version was published in 1891 withtttie Principles of Political Economy
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languages and it caused interest everywhere. I f#zeratore went into some
controversial aspects of economics, distinguiskimgself from other scholars with
a technical competence united with a strong thecdbgreparation. He discussed
topics regarding the theory of value, the factofspduction, the division of
labour and private property. However, Liberatorentyaexamined human capital
in his discussion regarding thigstributive justiceand the level ofvorkers’ wages
(Turco, 2004).

For Liberatore (1866)propertyis a natural right, which can never be neglected.
Nevertheless, property constitutes a secondary dghving from the human right
of subsistenceThe right of property thus does not have an afbsatharacter but a
relative one. In fact, Liberatore believed thahrmersons might feel thaoral duty
of giving a part of their wealth to alleviate patipm. He proposed, on one side, the
reinforcement of the human capital of all peoptarira ethical and moral point of
view, and on the other, a taxation based on an ynhr form of the innovative
principle of subsidiarity (Fitzgerald, 1957) —which Pope Pius XCxiadragesimo

anno(1931) officially introduced into Catholic soci@dbctrine. Liberatore stated:

Society can in no way accept part of the populatmrelling in
opulence while the other part perishes in indigérft€1889, p.
211).

On the topic of salary, Liberatore emphasized éhevance of theersonalityof
every worker. Although he recognized the efficierafythe division of labour,
Liberatore proposed a continuous interchange of pphong members of factories
to avoid the degradation of the intellectual fagutif workmen performing

repetitive tasks (Lombardi, 1982). With the samgidphe agreed with orthodox
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economists regarding the measurement of humanataailue, by taking account
of the rules of the labour market but, at the saime, he added that it was not
possible to deny that a person’s work was constitwf human actions and it was
thus not comparable to a machine’s work (Dante420Bor Liberatore, a human
person at work cannot be separated from his ofigineology of being created in

the image of God. Economics must thus, in Libessoopinion, avoid the risk of

paying labourers less than what was necessaryide #hem to live insufficient

social-economic conditions (Solari, 2010).

5. Human Capital in Pope Leo XIllI

Pope Leo XIl used a Thomist approach even to ecanomatters by trying to
respond to the so-called social question. The wgrkiass was forced to work very
hard and could not have any possibility of changkildren and women were
employed in firms where human rights, such as aaagst, were often denied.
People experienced a painful pauperism and a nbieeraretchedness (Furlog,
Curtis, 1994). Their human dignity was neglectednearly every aspect. In
consideration of this negative situation, Pope latacked the political and
economic powers of his time by suggesting concpateposals based on the
flourishing of human capital (Murray, 1953). In tacyclical Immortale Del
(1885), he showed opennessdeative business innovatidoy stating that the
Catholic Church willingly and most gladly welcomes whatever improeats the
age brings forth, if these really secure the progpeof life” (n.38). Pope Leo
praised human intellect and industry and obserliati@atholic teachingearnestly
wishes that the talents of men may bear more ande mbundant fruit by
cultivation and exercise(ID, n. 39). Pope Leo was in favour of human talpi
growth intended as a creative business activityh wound management, research

and productive innovations that would serve hunyanivell-being.

% The lItalian original quotation id 4 societa non puo in alcun modo patire che meunt® parte della
popolazione gavazza nell’'opulenza, un’altra perise#l’inopia.”
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Indeed, Pope Leo Xlll had previously emphasized ithportance of human
capital for the development of society in fQaod Apostolici Muneri§l878). Here,
he had recognizedHfe different power of body and mingh.9) that exists among
persons but had contemporaneously exhorted to @evble human capacity of
entrepreneurship in the perspective of socialgadior attaining the common good.
On this point, inRerum Novarun{1891), Pope Leo Xlll identified in the moral
orientation of human capital exploitation the de@dactor for realizing a society

at the service of humankind. He wrote:

That which is required for the preservation of liéad for life’s
well-being, is produced in great abundance for $bd, but not
until man has brought it into cultivation and exded upon it
his solicitude and skill ... when man thus turnsativity of his
mind and the strength of his body towards procuthngfruits of
nature, by such an act he makes his own that afrest field
which he cultivates —that portion on which he lea\as it were,

the impress of his personaliRN, n. 8).

In fact, Pope Leo Xlll was aware that the spiritcaftural revolutionary change
invoked by socialism and liberalisrstfould have passed beyond politics and made
its influence felt in the cognate field of practiewonomy (RN, n. 1). In fact, the
liberalist and socialist theories proposed an amblogy according to which man
conceived himself as thaakerof his destiny (De Rosa, 2002). This distortiorswa
always more augmented for the human invention ofvellmus technological
instruments and for the human discovery of muchwkedge concerning the
world’s working. In Pope Leo XIII's view, thi®romethean anthropologymainly
shaped socialist ideology because it offered thengiisolution to the real problem

of lack of social justice. Pope Leo XIlII wrote tHahe main tenet of Socialism, the
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community of goods, must be utterly rejettIN, n. 12). In fact, a reduction of
human society to only one level would be againstrihtural order. In fact, this
utopian economic scenario of socialism would impdy taking account of the un-
reducible character of human capital (Camacho, 198650d’s plan, every person
receives a specifigocationin life and work and she is endowed with some t@na
talents which transform into competencies and déipeb. Every person thus gives
her contribution to the attainment of the commorody@ccording to her own

modality. In the Pope’s own words:

There naturally exist among mankind innumerabléedgéhces of
the most important kind; people differ in capapiliin diligence,
in health, and in strength; and unequal fortuneai;mecessary
result of inequality condition. Such inequalityféas from being
disadvantageous either to individuals or to comrtyyngocial

and political life can only go on by the help ofieas kinds of
capacity and the playing of many parts, and each,ma a rule,

chooses the part which peculiarly suits his cgBN, n. 14)

On the other hand, the principle of property idisunded on the dignity of
persons. Pope Leo Xlll recognized the person’srahtight to own material means
as man makes choices and develops providence $ofuhire in an attempt to
improve the consistency and quality of his propedgwever, in Pope Leo XIII's
view, property implies rights as well assponsibilities As a consequence, those
who have received a large share of temporal blgssincluding the gift of mind
and business activity, muserhploy them, as the steward of God’s providence, fo
the benefit of othefdRN, n. 22). The entrepreneur particularly reprgs a good
figure in the human community if he uses his bussntalent for the common good.

We can guess that Pope Leo had in mind persongedga economic affairs, such
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as his friend Léon Harmét’ In Rerum Novarumthe entrepreneur is a person
endowed with a creative intellectual capacity tcognize productive opportunities
and with an ability to pursue more effective waysuwtivating these opportunities
for the service of others (Calkins, 2000). On thbeo hand, Pope Leo XIII
indentified some urgent political reforms to caayt (Molony, 1991) concerning
the reinforcement of labour unions and cooperatissociations; the protection of
the welfare of women and children; the determimatad a just wage for the
workers; the respect of dignity, health and theitgal life of workers on the job.
As human beings must be treated as human beinggsasnobjects, instruments,
chattels or slaves, Pope Leo Xll thought that sams&tutionsof assistance were
necessary for the poor and for the defence of idpaitgt of work. Thisinterclassist
cooperation is not only suitable from an ethicahpof view but is even profitable
in an economic sense becaugenfay truly be said that it is only by the labanir
working man that states grow ricfRN, n. 27).

6. Conclusions

The economic thought of the Neo-Thomist movemermt ahPope Leo Xlll re-
proposed the Scholastic approach to economic reattethis view, economics was
not conceived as the science of the wealth of natad the English classical school,
and neither was it seen as the science of happwfeise Italian southern and
northern schools. In fact, Tapparelli (1839) reczdigered the Aristotelian idea of
political economy as a branch of political sciende.promoted (1856) a vision of
economics as a “practical science”, ethically deednand aimed at the attainment
of the common good. From Tapparelli’'s perspectethjcs directly derives from

the moral natural law, while man is a relationahfgecapable of acting virtuously if

%7 éon Harmel (1829-1915) was a French textile mastufer who led workers’ pilgrimages to Rome
in 1885, 1887 and 1889. His show of working-claggp®rt for Catholicism and the papacy was
welcomed by Pope Leo because it seemed to demtan8ied the Catholic Church represented a point of
reference even inside workplaces. Harmel experietice goodness of “patronage” and mutual help in
his factories in Val des Bois and reported therhi;m1879Manuel d’'une Corporation Chrétienn@he
English title isHandbook of a Christian Gui)d
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he experiences the Christian faith. Tapparelli'irerphilosophical structure was

based on the principle of social justice, whichrespnts his own innovation.

On his side, Liberatore introduced (1866) a metlmddeconomic analysis
coherent with Tapparelli's philosophical framewdyk rejecting the mainstream
approach based on the concepts of utility and géeeonomic equilibrium. In fact,
Liberatore preferred (1891) to advance an oriematif economic dynamics along
moral channels. For example, he accepted the mischari demand and supply in
the labour market but highlighted the employer'srahaluty of never denying the
dignity of every human person. This dignity impleepayment to every worker of a
wage of an amount sufficient for a decent livingh e other hand, even von
Ketteler's (1864) concrete proposals concerning deeelopment of the labour
organizations were aimed at defending the rightestons to be treated as human
assets and not as material ones. Finally, we haalysed that irRerum Novarum
(1891), Pope Leo Xl pointed out that liberalismda(mainly) socialism are
contrary to the moral natural law because they db contain a personalist
anthropology in their political economic theori€®ape Leo Xlll praised the role of
the entrepreneur in economic affairs, invited state sustain the integral
development of the personality of every worker artorted to empower the role

of intermediate bodies in society.

In other words, for Neo-Thomist scholars and fop&beo XIlI the final goal of
all economic activities is theommon goodhtended as the realization of the useful
conditions for the fulfilment of every person ameersy human community. From
this perspective, the growth of human capital waisexclusively viewed in terms
of improving the efficiency of firms and the statyilof society —although these
aspects are not undervalued— but also for giviegpbssibility to every person of
experiencing a good life through the meeting wite person of Jesus Christ risen
again.
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Chapter 3

Human Capital in Catholic Solidarism and in Popes Ris Xl and Pius XII:

The Dawn of the “Third Way”

1. Introduction

The publication of Pope Leo XII'®erum Novarunwas followed by a series of
significant social and political initiatives (Gan#da, 1958), such as, in ltaly, the
growth of activities ofAzione Cattolic®® and of theOpera dei Congresst as
well as the successive foundation of Bretito Popolaré® by Father Luigi Sturzo
in 1919. However, we can even identify some scBolaho seriously tried to
develop Pope Leo XlI's social teachings in acadermiey formed the school of
thought called Social Catholicism, which elaboratedresponse to the social
question grounded onsalidarist approach. For these scholars, solidarity does not
mean the elimination of constitutive differences mérsons’ capabilities and
proprieties (socialism) but the realization of sbqustice. They believed that social
justice implies commutative and distributive justiout that it can never set aside

reciprocalcharity inspired by the Christian experience of faith.

In the first generation of this group, we can iniguCharles Antoirf&", Victor
Brant$®?, Giuseppe Toniof§® and Heinrich Pesch % (Passerin d’Entreves,

Repgen,1977). However, in our work we deeply examine otilg figures of

%8 The name of this organisation of the Church crkate 1868 in Bologna can be translated into
“Catholic Action”. TheAzione Cattolicawas directly managed by the bishops and was facaosethe
promotion of pastoral activities.

%9 The name of this movement of the Church createfi8i®5 can be translated as the “Institution of
Congresses”. Th@®pera dei Congressiwas aimed at coordinating Catholic activities anplgng
Christian principles in any sector of the econoBgr(a, 2005: 45).

20 The name of this party related to the Church catrénslated into the “Popular Party”. TRartito
Popolarewas forced to close by Fascism and its memberddachigrate (Sturzo, Ferrari, Donati) or to
renounce the exercising of any political and soatdivities (De Gasperi).

261 Charles Antoine (1847-1921)

%52 \/ictor Brants (1856—1917)

283 Giuseppe Toniolo (1845-1918)
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Toniolo and Pesch. The former did not found anyostlof thought in Italy,
although Francesco Vit&® developed his theories (Parisi, 2008), whereagsatiter

headed up a group of German scholars, such as\GGstadlach S.3% Gotz

Briefs?®’, Wilhelm Schwe?®®, Paul Jostodk®, Heirinch Rommefl®, Theodore
Brauef’* and Oswald von Nell-Breuning SF. (Mueller, 1984). von Nell-
Breuning was particularly important in the histooy Catholic social thought
because he personally wrote the draft of Pope Riis Quadragesimo Anno
(1931) encyclical letter which, in turn, signifidhninfluenced Pope Pius XlI's

economic pronouncements.

2. Human Capital in Toniolo

Toniolo and Monsignor Talamo founded tliRvista internazionale di scienze
sociali e discipline ausiliarie™ together (1893), which is still the official rewieof
the department of economics at the Catholic Unitxec Milan. Nevertheless, we
have to point out that the imprinting of Talamaleeply affected by Neo-Thomist
thought. Alcide De Gaspéff knew Vatican circles of intellectuals well becatise
was an employee at the Vatican library. Inliismpi e gli uomini che prepararono
la Rerum Novaruff® he remembered that Monsignor Talamwer{ often
participated in discussions of encyclical elabooati (1931, p. 78) in collaboration
with the Neo-Thomist group of Liberatore and Caadlidigliara. In fact, Talamo

had been a philosophy professor at the Apollinarppntifical institute in Rome,

54 Heinrich Pesch S. J. (1854-1926)

25 Francesco Vito (1902—1968)

286 Gustav Gundlach SJ (1892-1963)

%57 Gtz Briefs (1889-1974)

28 \Wilhelm Schwer (1876-1949)

259 paul Jostock (1895-1965)

2’0 Heirinch Rommen (1897-1967)

21 Theodore Brauer (1989-1963)

272 Oswald von Nell-Breuning (1890-1991)

273 The title of this review can be translated aslttiernational Review of Social Sciences and Auxilia
Disciplines

2" Alcide De Gasperi (1881-1954). He became the leieder of the Italian government after the Second
World War.
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since 1879, and became important for his elabaratioa theory of property by
developing the Scholastic perspective. While Thoraegued that goods were
created for the enjoyment and use of all persodgastified the division of goods
by individual and family ownership in order to pegx evils and disorder (property
as right of people), Talamo empowered (1878) theoty by adding the natural-

law grounding of private ownership (property asagural right).

Instead, Toniolo was a lay-economist and was totatlependent from the Neo-
Thomist movement in theories and in practical aféionin, 2007). He indirectly
collaborated on Pope Leo XllII'®Rerum Novarumencyclical letter through the
mediation of his friend Stanislao Medolago Alfdhiwho was in contact with the
Friburg Union. However, in 1891, Toniolo was quite young and was$ very
influential considering his no aristocratic origfih(Trucco, 1966). In any case, at
the end of the XIX century and at the beginningtled XX century, Toniolo
promoted an important cultural work within tl&pera dei Congressand the
Federazione Universitaria Cattolici ltaliaffi® (FUCI). Moreover, he gave a great
contribution (1906) to the draft of tHetatuti di Firenz&’®, promoted (1907) the
Settimane Sociali dei Cattolici Italigfif, events that are still organized by the
Italian Catholic Bishops Conference. Toniolo is oubtedly one of the most
original authors in the history of economic thoygbapable of proving that
morality constituted arendogenouselement of economic dynamics. He only
examined this topic in his 1873 first lesson at Ratlniversity, whose title was

L’elemento etico come fattore intrinseco delle leggpnomiche&® In the light of

2’5 This book was translated into EnglishTa® Times and the Men who Prepared “Rerum Novarum”
278 stanislao Medolago Albani (1851-1921)

217 At that time the intellectuals of the middle clasmore so if they were laypersons — were not pais
by the hierarchy of the Catholic Church; as AntoR@smini’s case also proved.

2’8 The name of this academic organization can beslied as theJniversity Federation of Italian
Catholics

29 It deals with the constitution of Florence city.eWan translate these papers as Stetutes of
Florence

80 The title of these cultural meetings can be tatesl asThe Social Weeks of Italian Catholics

81 The tile of Toniolo’s first lesson can be transthtasThe Ethic Element as Intrinsic Factor of
Economic Laws
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this awareness, Toniolo studied human capital ifatio;m to economic
epistemology, capitalism, socialism and politicahicracy (Molesti, 2005).

2.1Toniolo’s Human Capital and Economic Epistemology

Giuseppe Toniolo was an economist endowed with kedge in sociology,
religion, philosophy, politics and ethics (Da Peosi 1959). His approach to
economic topics thus had amterdisciplinary character because in his view the
human person cannot be reduced to the abstradigaraf “homo economicus”.
Indeed, Toniolo liked works of authors who belongedhe first German ethical
economic school such as Wilhelm Roscher, Bruno gtitdnd, Frederic List and
Karl Knies (Molesti, 2000) but even praised sometlu# treatises of English,
French and Italian scholars (Are 1990, p. 25). AaywToniolo personally
admitted (1891) that his economic method basedatrstics and economic history
was inspired by the works of Luigi Co$¥aand Fedele Lamperti€S. Toniolo’s
approach (Toniolo, 1872) was even judged trustwdnthFrancesco Ferrara (1874,
p. 100), the most important Italian liberal expanainPositivism of that time.

On the other hand, Toniolo rejected the conceptfothe German ethical school
concerning human capital. He hardly contrasted &ugbn Schmoller’'s theory of
the “spirit of people” related to the diverse higtal and geographical contexts. For
Toniolo, the “spirit of people” masked a relativisand rationalistic imprinting. In
his view, human capital affects wittractical ethicsin economic affairs, which
substantially derives from the official moral tesds of the Catholic Church.
Toniolo set forth that, even setting aside the Reian, Christian ethics constitutes
the best expression of rational ethics becauseods dhot satisfy human base
cupidity — differently to materialism, subjectivisamd relativism. So much so that

Cardinal Angelo Scola observed:

82| nigi Cossa (1789-1867)
83 Fedele Lampertico (1833-1906)
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Politics, economics, social organization demand an
anthropology and, only then, an ethics. They carhenty a
conception of man and of social community. Ethinsfact,
emerges from anthropology and an adequate anthogyolFor
Toniolo it comes from the millenary tradition ofettCatholic
faith which for years nourished the Italian peoplEaith
actually does not represent an obstacle to sciengihd social
progress, instead it constitutes an important factof
development®® (2009, p. 8)

Toniolo believed (1886) that the human person ésédfiicient cause of productive
processes and the leading actor of the economitddwdhe centrality of person in
economics thus implies igipremacyver goods and over the accumulation of wealth.
In other words, goods must always remain as thienteal means and not the goals;
instead, persons must always constitute the firlsgand never as instruments.
Toniolo’s proposal was not so obvious in acadentidgha end of 1800 and at the
beginning of the 1900s when socialist thought waschmdiffused. The economic
determinism and mechanism theorised by Marx wapased to create a perfect and
equal society by cancelling the innate spirituagédeeof the people. Marx exclusively
focalized his theory on political objectives of sbgustice, whereas Toniolo argued for
the supremacy of ethical-social and ethical-economirposes related tsocial

distributiveandcommutative justiceogether (Bernareggi, 1943).

84 The Italian original quotation id 4 politica, I'economia, I'organizzazione socialerdandano, prima
ancora che un’etica, un’antropologia. Non possiaface a meno di una concezione dell’'uomo e della
comunita sociale. L'etica, infatti, si da solo dentin’antropologia ed un’antropologia adeguata. &ss
per Toniolo fiorisce nel tronco millenario dellade cattolica che per secoli ha alimentato il nostro
popolo. La fede infatti, lungi dal rappresentare wstacolo al progresso scientifico e sociale, ne
costituisce una molla efficace di sviluppo
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2.2Toniolo’s Human Capital and Capitalism

Toniolo (1893) developed the genesis of capitalkming the pre-Reformation period
as being characterized by mationalist mentality. Lorenzo ValfZ®, Niccold
Macchiavellf® and Erasmus of Rotterd&thpromoted aranthropocentricconscience
where the relation between the human person andwasdceglected. They exclusively
identified in the human capacities the key of ecoicadevelopment by missing the role
of Providence in history. In Toniolo’s opinion, $meo-humanisnmwvas a consequence
of a new twisted Christian spirituality which dedhithe intermediate task of the Church
in the relation between the believers and God. dfbee, Toniolo did not agree with
Marx’s (1885) thinking that Protestantism was tipgpkenomenon of the economic
phenomenon; additionally, he rejected his gpiWerner Sombart®® introduction of
the word “capitalism” (1915) for referring to thedinning of a new disease of bigger
production due to the industrial revolution andkelin Max Weber's view (1904—
1905)- to the diffusion of Protestantism. For Témi1882), the increase in the level of
material well-being was not related to a new métytabecause even in the Middle
Ages, such as in Florence, there was the spiritooistructing an efficient economy.
However, economic development was not possiblenduhe medieval age because the
Catholic Church introduced some market barriersshsas the condemnation of
monopolies, of speculative trade and of loans amberest. In fact, Sascha Becker and
Ludger Woessmann proved (2009) that the correlabetween Protestantism and
economic success was not due to a new ethic buCdtvino and Lutero’s
encouragement of teachiredementary literary skillso common people to read the
Bible directly. This growth of human capital in s&ty was the real factor of wealth
growth in Protestant countries (Delacroix, Niels2@02). On the other hand, Toniolo
had just advised (1907) that the profit centratifycapitalism could risk compressing
the centrality of man’s role in the economic woitlte was especially worried about the

85| orenzo Valla (1405-1457)

88 Niccold Macchiavelli (1469-1527)

287 Erasmus of Rotterdam (1466—1536)

28 |n fact, Sombart attended Toniolo’s lessons omentics and statistics at Pisa University from March
19" until May 31" (Pecorari, 1986: 46—67).

289 \Werner Sombart (1863—1941)
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low consideration given tmtermediate bodiesvhere the human person learns how to
live and develops her social relations. Indeedhiwifamily, associations and groups the
human being tries to respond to the innate demahts heart regarding the meaning

of life, of pain, of death, etc.

Secondly, Toniolo observed that in Central-Europeaunntries, the Reform was
accompanied by the elimination of Catholic sociaritable institutions in favour of
individuals’ accumulation of richness. He pointedat that the reason was related —as
Amintore Fanfarfi’® successively confirmed (1934) @attolicesimo e Protestantesimo
nella formazione storica del Capitalisiib- to the substitution of the concept of the
common good with that of total good (Taviani, 19@#)fact, Toniolo compared (1888)
the Christian Middle Age vision of society with tpagan Roman one. He concluded
that the first was better than the second becdusas founded on principles bberty
andauthority within a structure of society composed by interiaedbodiesrather the
latter, that was based on a state’s force and isldexause it was grounded on a selfish
anthropology. As an analogy to Roman philosophy Hrotestant culture usually
shapes a type of society characterized by cordhct hate among people. Toniolo thus
experienced nostalgia for the Middle Age societyrabterized by actions of gifts,
reciprocity and goodness (Todeschini, 2002) atpihi@t that Thomas Nitsch used the
metaphor of an organism in properly describing i examination of asbcial
system at large and its various subsystems in terintheir ‘constitutions’ and the
interplay among those component pa(t993, p. 14).

In conclusion, Toniolo thought that the paradigmnaodn as an individualist and
selfish being was linked to a depersonalized visibisociety where the identity and
history of every individual were not considered.eThun of interest maximization
inspired by the capitalist mentality embodied thmptation of interpreting all life from
a deterministic and materialistic viewpoint. Theref in 1907, in_’eredita di Leone
X111*°2 Toniolo argued as to the fairness of the AristatelThomist paradigm of man

29 Amintore Fanfani (1908—1999)

21 This book was translated into English@atholicism and Protestantism in the Historic Fotioa of
Capitalism

292 The title of this work can be translated iffioe Heritage of Leo XIlI
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associal beingwhich had only recently been promoted in an efilmas way by Saint
Bernardino of Sierfd> (1427) and blessed Bernardino of Feltre (1493).

2.3Toniolo’s Human Capital and Socialism

The socialist concept of a perfect social justingtlee Earth never touched on Toniolo’s
thoughts (1895-1896). Toniolo was always aware tmaiditions and situations of
inequality were ineradicable, because society wasposed of human persons who
were marked by original sin, but he was seriousigagied in fighting the problems of
the “social question”. In this regard, he considezellectivism as constitutively against
the Christian natural order of society because idlated the person’dignity.
Collectivism does not take account of the prin@péfreedomandcommutative justice
and destroys thprimacy of moral and ethical values for economic and faianones.
Regarding this, th&nione Cattolica per gli Studi Socilf (Toniolo, 1893) guided by
Toniolo wrote (1894) &Programma dei cattolici di fronte al socialisAfd In this

document, the signers stated:

We refuse even the name of Catholic socialistsdtiate people
sometimes attributed to us, because Socialismadsirttrinsic
negation of Christianity, and its program is anétlt to ours.
Socialism is atheist whereas we are religiouspins individual
property whereas we want to defend and to emphasize
wants to revolutionarily destroy whereas we wanteiouild the
hierarchical order of society and consequently jinst freedom,
the proportional equality, the solidarity in the as of civil

living. We do not admit anything either to a sociélew-

293 Bernardino of Siena (1380-1440)
2% The name of this organization can be translatatie@$Catholic Union of Social Studies”.
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Christianity”, vague and misleading, which disfigsr true
Christianity (Toniolo, et al, 1894, p. 175§,

In addition, for Toniolo, the division of societgto classes and the elimination of
personal property advocated by socialism constitelements in total opposition with
Christian concepts of human capital founded on ghaciples of voluntarism and
responsibility (Pecorari, 1981). In fact, from 1898-1913 in ffrattato di economia
sociale e di scritti economicloniolo explained that the desirable social fumttof
goods justly needs the exercise of personal libartg cannot be forced by public
power. Otherwise, man would miss the subjectiveitiigelated to liberty becoming a
simple element of a supposed aggregative realityerdfore, Toniolo thought (1900)
that the point was firstly amtegral upbringingof all persons indifferently from their
social class. In his opinion, the acquisition obd@thical valuesand the practice of
civic virtuesgive way to a free and spontaneous interacticohomic agents aimed at
the common good. In this picture, the state hag tinplay according to an embryonic
concept of subsidiarity by interfering in economatters when society is not capable
alone of realizing the common good. On the oth@dhdoniolo had just argued (1871)
that private property had to be divided into mamyners in order to avoid monopolistic
businesses and latifundia, besides stimulating npansons to participate directly in the
economic risk of enterprise in small and mediunmé&ras well as in agricultural
activities. Along the same lines of thinking, hedhast encouraged (1874) workers’

representation in the management of firms to aehiemterprise’s better economic

2% The denomination of this paper can be translategniglish as “The Programme of Catholics in front
of Socialism”.

2% The Italian original quotation isRespingiamo fin anche il nome di socialismo cattotihe talvolta ci

si attribuisce o rinfaccia, perciocché il socialien@ la negazione intrinseca del cristianesimo, suib
programma é I'antitesi del nostro. Il socialismdateo” e noi siamo religiosi; esso atterra la projgta
particolare, e noi vogliamo rinfrancarla e diffond& esso & distruttore, noi vogliamo ricostruire
I'ordine gerarchico e per esso la liberta legittimBeguaglianza proporzionale, la solidarieta negli
intenti finali del vivere civile. Nulla concediamm@emmeno ad un nuovo “neocristianesimo” sociale,
vaporoso e ingannevole che del cristianesimo esfigarazione’
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results in terms of productivity and profit§ Finally, Toniolo distinguished (1908,
1911) himself from other exponents of fbpera dei Congresgirramontin, 1990), who

all maintained the constitution of “mixed syndicgta.e. contemporaneously composed
of employees and employers. In fact, he was favmertp a constitution of syndicates
composed of only workers, as socialist organizatimvoked, so as not to nourish an
ideology of class struggle in workers. Toniolo pyeed aalanced combinatioof the
search of the innate individual interest of evergreomic worker (man as an individual
being) with the innaténtra-classisthuman solidarity (man as a social being) and, in a

second step, the attempt ofiaterclassistagreement inspired by social justice.

2.4 Toniolo’'s Human Capital and Political Democracy

The economic proposal of a “third way”, theorised $ocial Catholicism, needed a
political system capable of maintaining stabilitydgpeace in society. Toniolo suggested
(1899) thatpolitical democracywas the model more representative of people’s svant
and more apt to pursue the common good. It dedt wigreat novelty in that time

(Tramontin, 1973). Toniolo described political desrexy as:

That civil system, in which all social, legal antbaomic forces,
in the fullness of their hierarchical developmengoperate
proportionally for the common good, finishing wahesult that
mainly benefits the lower classe8 (1897, p. 329)

27 In Toniolo’s roots, Romano Molesti recently iddiesl (2006b) a lot of forms of business
administration partnership, such as preferred sbgargjain sharing, profit sharing and labour capital
sharing.

2% The Italian original quotation isQuell'ordinamento nel quale tutte le forze sociajiyridiche ed
economiche, nella pienezza del loro sviluppo gériam;, cooperano proporzionalmente al bene comune,
rifinendo in ultimo risultato a prevalente vantaggielle classi inferiot!
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Toniolo thus emphasized the substantial social@sgelemocracy in contrast to the
simply formal and procedural political one. He aduor this primacy because the
political order would have lacked in meaning ani@fveness ifcivil societywas not
the principal actor of economic dynamics (PecoreB1). Civil society is, in turn, the
practical exploitation of the human capital of peeofdoniolo thus promoted (1897) an
architecture of society divided into associatiag®ups and medium-small enterprises;
an electoral system based on proportional reprasentof parties; a referendum of
people initiatives; a protective legislation for lkpsupport for agricultural activities; a
reinforcement of the education and formation syst@mfederalist and solidarist
taxation; a reduction of bureaucracy costs; a guaeaof political and civil liberties (of
speech, of teaching, of religion etc.); a fratgrmélationship with other countries; the
elimination of usury and speculative financial aities; a diminished military cost and
a progressive general disarmament. Therefore, molas mind, democracy was only
an instrument to allow for the flourishing of tleeative subjectivityof every human
person as well as of intermediate bodies (Ardigd78l p. 27). In fact, Stefano
Zamberlan pointed out that througié political participation, the social emancipatio
and economic justi¢g2009, p. 260) Toniolo believed in approachingple with the
Gospel message of Redemption. Human salvation ey imtended as a social aim by
Toniolo, but as something given by divine gracer(&aino, 2001). Nevertheless,
Toniolo did not have a Gnostic spirit and so recoegh that a person endowed of a
decent social position better focalized spirituakdls than another one receiving an
insufficient wage. As a consequence, Toniolo olesrfd913) that people of his time
did not understand the entire value of the salwafimmmise contained in Christian fact
because they were too worried by having to facestieggle of meeting the basic

material needs for living.

3. Human Capital in Pesch S. J.

After the attainment of a law degree, Pesch entetedthe Jesuit order and started

to study theology in England for four years. Thesipd was decisive for his taking
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up research in economic matters. In fact, Pescéopally saw the miseries of the
working masses and recognized the urgent necedsityanging the social scenario
(Ederer, 1993). Returning to Germany, Pesch waistseserve as spiritual director
in the Mainz seminary. He chose the von Ketteltitsner home to live in. Here,
Pesch could read many papers of von Ketteler alty dgreed with the Church’s
rejection of socialist theories as well as its istyperplexity towards liberalist ones.
In fact, from the 1905-1926Liberalismus, Sozialismus und christliche
GesellschaftsordnundPesch developed Pope Leo XliI's (1894alist approach to
economics based on the Aristotelian-Thomist antblicayy and his conception of
economics as a branch of political science useiutife attainment of theommon
good In Pesch’s view (1917), the human being is coretbias being composed of
a whole body-soul and the economic analysis isriedewithin the study of all
practical aspects of a person’s social life (Muigat®52). For this reason, Stefano
Solari thinks that Pesch represents the schaeldwo“proposed the most developed
work in Social Catholicisin(2010, p. 106).

3.1 Pesch’s Human Capital and the Economic Epistertogy

Pesch was aware of the impossibility of solvingrgweconomic problem existing
on the Earth as well as of realizing an economahitecture capable of making
people happy. He thus powerfully contrasted utogmalitical projects of his era
because he believed that every person fulfils fefisecomes totally happy) only
when she understands the ultimate truth of realityye meeting with the presence
of Christ risen again. In this regard, in the 190826 Lehrbuch der

Nationalokonomid’esch stated:

Still even from the relatively best organizationeebnomic life
no paradise can be expected. Considering the waskokemen

and the inadequacy of all models, flaws will alwayse. The
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ideal of a theory is hardly completely realizeddagven the
programs of practical economic policy are no mafjiomulae,
even if they move along the propter pathvol. 4, p. 587)

Pesch argued that Catholicism proposes no econsystem but gives a
philosophical and ethical ground on which the e@oicoinstruments and the
economic policies might be articulated. He exaltkd personality liberty and
dignity of every human being and promoteglacational orderof society founded
on civic virtues, social justice and charity (HayriL946). Nevertheless, Pesch’s
framework somehow wanted to shape the presupposifar the construction of an
economic system called the “third way”, as an aléwve to socialism and to
unlimited liberalism (Mueller, 1951-1952). Inded&¥sch explained that socialism
and liberalism imply normative considerations eifehey do not express them. On
the opposite pole, Pesch held that Catholic vadinelsgoals need to be expressed in
the new economic theories aimed at the attainmititeocommon good. He thus
refused to separate economics as a science fronomeos as policy and as an art.
This does not mean that Pesch confuses economthsmaral theology. In his
opinion, economics is jaractical sciencavhich needs to be ethically oriented. As a
consequence, for Pesch the moral theologians nesstide an architectural sketch
for building an economic order rather the econosniaust set detailed blue-line
drawings (Possenti, 2001). Pesch clarified his ecoo epistemology in the

following example:

Medieval scholasticism, as well as present day iutdosophy
and moral theology, deals with the facts of ecomwdife from a
moral point of view. That is not the job of the momist. He will
not, of course, oppose the demand of ethics, btheamewill he

lose sight of the fact that economics has becor(relatively)

29 We do not know the German and we thus read thi& imathe English translation.
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autonomous science, which treats of the econofeiofinations
from a viewpoint different than of ethics. The de@ viewpoint
of the latter is that of moral goodness, while émonomics is
that of national prosperity. The material objectyrize partially
the same for both, but their respective formal obgefinitively
differs and that is why they are to be regardedraependent
sciences(quoted in Mueller, 1951, p. 151-152)

Pesch maintained that it was appropriate to plaosa@mic thought within a
context larger than that of wealth, productivityelfare and price (Sen, 1987). All
economists must own the knowledge of ethics andaltyrand confront
theologians for suggestions regarding economicrungnts that are proper to
defend the un-reducible dignity of the human captavery person. In fact, Pesch
set forth that withouhonest workhonest dealingscooperative attitudeand other
virtues, the economy could not work efficiently. Qhe other hand, Pesch
conceived human capital as a series of moral valndspractical habits connected
to anorderedstructure of society (Grimmer-Solem, 2000). Heamstbod the duty
of communicating to all people the symbiotic ch&#aof society working because
every part of it is interdependent with the othassin a lively organism. In this
way, human freedom is not neglected but exaltecums social order guarantees
the exercise of liberty. Peter Koslowski observ@&®0Q) that from Pesch’s
perspective, if economists openly state those nre@lirements of people which
are fundamental for the implementation of their csystems, we would find that
these moral requirements would always coincide \whth behaviours inspired by
the Christian faith. Therefore, the point is tonsilate the determination of a
hierarchyof social values where the spiritual ones layhantop.

Nevertheless, Pesch pointed out that:
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Religion cannot produce grain; it cannot do awayhwphysical
ills. Morally advanced peoples will, no doubt, prof
economically from the active, especially the sqoi@ttues of
their citizens and will be better prepared to erelphysical evil
and hard times. But this does not mean that thenaoast
should theologize or moralize in the treatment f $ubject
matter or, what is worse, try to derive an econogyistem from
the Holy Scripture(quoted in Mueller, 1951, p. 152)

We can affirm that Pesch appears as a wise thibkeause he resisted the
temptation of rejecting economic science as an imahuaiscipline —as many priests
still do today— or worse, of changing the substdostulates of economic science.
On the contrary, he demonstrated that economicstitotively incorporates ethics,
even if those ethics are explicitly expressed dr(hombardini, 1983). We actually
know that even the ethics of supposed neutralittheneconomic mainstream are
usually certificated byassumptionssuch as the “preferences” of economic actors
and the curves of indifference of consumers. Basch would ask, perhaps these
assumptions do not presuppose any ethical refePelée guess that the ethic
conviction is that the scientific truth is exclusly something demonstrable
according to mathematical logic. However, thisraffition is, in itself, an ethical
statement because it excludes that which is cddifisn mathematical terms as
untrue. For example, a mother who loves her daughteot quantifiable but that
does not mean that is false. Therefore, we musindisit the better ethical choice
for economics is. In Pesch’s view, the ethics mapé to economics are those
drawing from Catholicism because Christian anthlogy describes the nature of
man better than any other anthropology. As a careezg of this, Pesch exhorted —
differently to Toniolo— avoiding the nostalgia fahe medieval guilds and
operating, instead, in order to returto ‘the eternal laws of Christianity(1905—
1926, vol. 3, p. 547). His proposal is substanttiallnew ‘Christianization of the
economy through the Christianization of pedg905-1926, vol. 3, p. 547).
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3.2 Pesch’s Human Capital and Solidarism

The “third way” was elaborated on as an alternateenomic theory to both
socialism and liberalism. At the beginning, theidanlist “third way” was outlined
by Frederich Bastiat® (1850), proposed by Donoso Corffég1851), and invoked
by Pope Pius XI'sSillabo —this was the appendix of his 18&uanta Cura
encyclical letter. However, Pesch clearly develofferltheory in anicroeconomic
perspective by setting forth that in daily intencgas, human beings are deeply
affected by the socio-cultural climate where theg.|He believed that no one can
properly understand the daily choices made in farhifle, politics and in economic
transactions without grasping the ideal and mamgbulses which suffuse them
(O’'Boyle, 2007). Consequently, the importancéoiman communitys decisive for
the quality of the human capital of every memberttat community (Danner,
1984). In an Aristotelian-Thomist tradition, economthus might direct its efforts
to promoting the common good of society. To atthia purpose, Pesch pointed out
that the determinants of success are the respdbieahnoral natural law in every
human action and the valorisation of @aiganic andorderedvision of society. He
thus corrected Smith’s definition of wealth by Btgt

To the prosperity of the nation appertains the parent
providing of the material means sufficient, in actevith the
requirements of a progressive culture, for thesfattion of the
expanding wants of a nation increasing populatigo, that
along with a rather larger number of moderately Viea
persons, an extensive and capable middle class hall
maintained, a living at least worthy of human dignand
corresponding to the degree of culture attained té secured

for all the members, even the lowest classes, penigpoverty

390 Frédérich Bastiat (1801-1850)
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remaining excluded-all of this, at the same timéh wihe
protection of the higher values of the person, thmily, the
political society®®? (1905-1926, 2 vol., p. 316)

Pesch rejected liberalism because he recognizeéch#tkeed competition is not
possible for thenequalityof the initial conditions of human capital endowrheall
persons do not have the same character, healtlgrjhigalent, family etc.
(Mulcahy, 1949). On the other hand, Pesch belidhadl indolence, indifference
and narcissism of human persons cause the -collasesociety through
incompetence, corruption and ethical disorder (Maez 2001). On the contrary,
persons’ honesty, friendship, reciprocity and tremtcur to the attainment of the
common good of society. The solidarist approach was grounded on the

principles of human competences, civic virtues iaadal behaviours.

Finally, Pesch gave some practical suggestionsh s the valorisation of
intermediate bodiegfamily, groups, associations); the reinforcemehitcultural
institutionsaimed to diffuse the sense of community, spiritealues and ethical
mandates; the support ofmediating political institutions such as labour
organizations, small and medium enterprises basedprovate property and
regulative authorities of markets; and the promotad a state’s interference in
markets according to an embryonic form of the ppigcof subsidiarity(Rommen,
1945). In fact, Michael NovaR® observed (2005 p. 69-80) that Pesch thought that
these intermediate institutions have an autonomonéstive subjectivityand
influence the formation of persons more than humeeson itself does. They
actually shape, in so many suitable ways, the nramehich persons imagine,

perceive, inquire and reflect. In other words, th&gnificantly contribute to

301 Juan Donoso Cortés (1809-1853)
%92\We do not know the German and we thus read thi& imathe English translation.
%93 Michael Novak (1933-)
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supplying theunconscious mental pattero$ persons on which the construction of

human capital occurs.

4. Human Capital in Pope Pius XI

Pope Pius X led the Church between 1922 and 1939. This wasry difficult
political and economic period: Benito Mussolfiiand Adolf Hitlef*® imposed
their totalitarian dictatorship, respectively, italy and in Germany, while the
Communist power was always more established inaalhtries of Eastern Europe.
In 1929, the financial market of Wall Street crakivto a deep depression. In the
middle of this historical crisis point, and on tbecasion of the anniversary of
Rerum Novarum,Pope Pius XI wroteQuadragesimo Annd1931). Here, he
addressed an invite to all people, especially titipal leaders, to rebalance the
economic situation concerning the respect ottln@man dignityof every person and
the defence of elementary human rights. From tarspective, we must remember
the noteworthy official introduction of theubsidiarity principlein Catholic social
doctrine (Occhetta, 2001; Vittadini, 2007). PopasPXI conceived subsidiarity as
the pillar on which to found the economic systentiedathe “third way”; an

alternative to both collectivism and liberalism @guo Curzio, 2002). He stated:

The supreme authority of the state ought, therefdoe let
subordinate groups handle matters and concerns eskdr
importance, which would otherwise dissipate iteresf greatly.
Thereby the state will more freely, powerfully, aiffidctively do
all those things that belong to it alone becausaldne can do

them: directing, watching, urging, restraining, asccasion

304 Ambrogio Damiano Achille Ratti (1857—1939)
395 Benito Mussolini (1883—-1945)
398 Adolf Hitler (1889-1945)
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requires and necessity demands. Therefore, thoseoimer
should be sure that the more perfectly a graduateidr is kept
among the various associations, in observance @fptinciple
of "subsidiary function,” the stronger social autity and
effectiveness will be the happier and more prosperthe
condition of the Stat€QA, n. 80)

Franz Mueller confidently deduced (1964, p. 132xtthvhen writing the
Quadragesimo Annencyclical letter, Pope Pius asked the Jesuit @aéterequest
that one of the German Jesuits, who was taking iparégular meetings on the
social question (Crispolti, 1935), be appointegrepare a draft in total secrecy and
without consultation with others. The Jesuit Gehenase for the task Oswald von
Nell-Breuning S.J., who was Pesch’s pupil and tasghial thought and economics
at Frankfurt University. In his 1931 line-by-lineramentary on the encyclical, von
Nell-Breuning set forth the novelty in Catholic sdchought of Pope Pius XI's
proposal of avocational orderin society intended as a way to meet the full
flourishing of innate talents and working desirek every person. In fact,
Quadragesimo Anndescribed human capital as the key of economieldpment.

In the text, human capital is conceived as theoSéiuman capabilities which are
applied in acreative business process. As persons are the principatsaof the

economy because they really make possible matpraduction, Pope Pius Xl
constantly repeated that economics presuppeskits and ethics derives from
anthropology The economic activities of every person and @f whole society

thus need an adequate anthropology because

the capacities of human body and mind determindithiés of
what productive human effort cannot and of whaai attain in
the economic field QA, n. 42)
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Indeed, Pope Pius Xl stated that wealth cannotdmted

unless mind, material things, and work combine tocth as it

were a single wholdQA, n. 69)

As a consequence of this, Pope Pius Xl emphasihedresponsibility of
entrepreneurs and managers for the attainmenteofdmmon good. They have to
diligently use the time and energy of body and min{QA, n. 57) of their
subordinated collaborators as well as renouncendiah speculation, which causes
a conflict of interests between their positions #mel development of the fraternal
climate of the workers’ community. Pope Pius Xl ieetd that economic
employers have some moral duties, such as to praamipbloyment, pay workers a
just wage, foster a community of work and creaefulgproducts and services. For
Pope Pius Xl, those who were endowed with a highdmcapital must use it for
the integral development of himself and of othdnsfact, Quadragesimo Anno
strongly re-proposed the Thomist topic of a persatirtue of munificence (QA, n.
53), intended as the attitude oflding some great wotk(Thomas, Summa
Theologiae, lla-llae, q. 134.2) by developing tleespn’s innate talents as well as
acquired knowledge and abilities.

5. Human Capital in Pope Pius XII

Pope Pius Xfi°" never issued a social encyclical but he made fiigni contributions
to Catholic social thought in his 1,350 address®s alocutions (Riccardi, 2003). His
speeches and radio addresses drew on the teacbind®erum Novarumand
Quadragesimo Annand showed an enduring interest regarding humpitataln an
address to small-business managers, Pope Piusinidéd entrepreneurship with
economic progress by praising theerharkable progress(1956, p. 50) of the human

community deriving from the invention of new protiiand the improvements of

%97 Eugenio Maria Giuseppe Pacelli (1876-1958)
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production processes. He thus reinforced the toadibf Catholic social thought
according to the supremacy of labour factor overdépital one.

The moral character of economic activity was sigaritly highlighted by Pope Pius
XIl, especially referring to persons who take intpat decisions concerning business
dynamics. They might make precise valuations apoténtial market opportunities and
respond to changing market demand by discovering ways of doing things, by
communicating a decisive driving force, by transforg methods of production or by
increasing the efficiency of machines, but they disive themoral responsibilityto
struggle against the destitution of the populaagpé@Pius Xll, 1957). For this reason,
Pope Pius Xl told entrepreneurs and managers:

Marks of technical qualification and of adaptahjlito the
demands of the consumer impress their requirementshe
structure and the development of your enterpri$®s. should
like to stress at this point the necessity for nggmaent to
posses the qualities of true leadership ... thissclf a man in
whom the most varied intellectual gifts are uniteda strong
and versatile charactef1956, p. 50-51)

On the other hand, Pope Pius XIlI acknowledged ihainess activities can develop
only if they are supported by banks’ assistancenséquently, he exhorted bankers to
sustain the institutions which are destined to promote vidiial initiatives or small
enterprise’ (1955, p. 44). In Pope Pius XlI's view, bankerashmainly make financial
capital available for the fulfilment of economictiaities which respect the human
dignity of workers and create new jobs, while firarg responsible for thesérvices
rendered to the national commuriitf1956, p. 50), which imply the rejection of a
business ethics based on selfish interest. On ther dvand, the human capital of

employees might be to the service of the coordinatif entrepreneurs and managers.
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These employees are called to participate prialeged way to the formation of the
common good. As the parable of the Gospel teadesti{iew, 25: 14-30), who have
received more talents must more yield them. In kmien, for Pope Pius Xl the moral

aspects of human capital can help to realize a hwwommunity of peace and justice.

6. Conclusions

At the end of the XIX century and the beginningtlé XX century, Pope Leo XlII's

teachings were developed by many authors, mairiynigeng to the school of thought
called “Social Catholicism”. From this viewpoint wean observe a significant
introduction into the economic debate concernirggdbnsideration of the human being
as somebody endowed with their own-reducible dignityrather than a mean or an
input of production processes. In fact, the ceityralf workers’ conditions constitutes
the presupposition for the elaboration of thesd@ngt theories. Man is conceived as
the principal actor of economic dynamics and at ghme time as the final goal for

which the economy must work.

However, we have limited our analysis to two of thest significant figures of this
movement: Toniolo and Pesch. The former was an aumt endowed with an
interdisciplinary approach based on economic hystord statistics. He was capable
(1873) of demonstrating thenseparable linkbetween economics and ethics and
between ethics and anthropology. He set forth (L8&& for anintegral flourishingof
human capital of all persons arganic visionof society was necessary such as that of
the Medieval Ages. In fact, for Toniolo (1893), tlapitalist theories imply an
anthropocentrism which excludes the role of Pravigein history. Capitalism actually
adopts the paradigm of “homo economicus” in theviddalist self-made man version,
while Toniolo conceived (1907) man as a social ¢pewho fulfils himself in the
Christian experience. Moreover, Toniolo pointed @888) that the capitalist principles
of efficiency and productivity cannot risk pracligadiscussing the human dignity of
every person. Rather, Toniolo radically refusedn{®lo, et al, 1894) socialism because

it neglects the natural liberty of every human beais well as the creative subjectivity
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of the intermediate bodies. In his view (1898-19113 principle ofocial justice must
always be related even to the principlecommutativgustice anddistributive justice.
Finally, Toniolo argued (1897) that an architectofesociety aimed at the common
good needs a democratic political system. This tdomsd a great cultural novelty in

that temporal point.

Pesch presented an approach that was more thedl@mnd epistemological than
Toniolo’s. He clearly distinguished (Pesch quotedMuller 1951) between the role of
Catholic theologians and that of Catholic econaosnisy inviting the creation of a
constructive dialogue among them. In fact, Peschded on the fact that any economic
theory incorporates some philosophical social ppies, although it does not openly
express them. As a consequence, Pesch believeB-1926) that Pope Leo XlI's idea
of a “third way” —an alternative both to liberalisand to socialism— cannot be
structured on the basis of nostalgia for the Midélges society. On the contrary, he
suggested a new economic pattern adequate fohtdreged times and at the same time
a trust in the eternal Catholic principles of safity, friendship, reciprocity and
subsidiarity. This last principle was officially duded in Catholic social doctrine
through the publication of th@uadragesimo Ann@931) encyclical letter. Here, Pope
Pius Xl invited the political leaders to avoid cliets among countries and exhorted
employers and employees to collaborate within firmsan attempt to attain the
common good. In the same inter-classist directrope Pius Xll addressed speeches to
bankers (1955), managers (1956) and workers (1@56@&)e he repeatedly affirmed the
primacy of the labour factor over the capital one in thedpction function. He
particularly highlighted the necessity of entregners’ morality in their role of

coordination of material and human resources.
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Chapter 4

Human Capital in Community Personalism and in Popelohn XIII and

Pope Paul VI: An Integral Anthropology

1. Introduction

In this chapter we examine the important contritmgiof Cardinal Pavan, who was
the ghost writer of Pope John XXIII's social enagals. Although his role in
Catholic social thought was often unjustly undeweal, we will demonstrate that he
was one of the leading figures of the Church reiggrthe argumentations in favour
of political democracy and economic personalism{®aa Lu., 2010c). On these
topics Vito also wrote relevant papers and booksatt, he strictly collaborated
with Cardinal Pavan within the assemblyS#ttimane Sociali dei Cattolici Italiani
during Pope John XXIII's pontificate. Moreover, ¥ishaped the mind of Pope
Paul VI in economic matters when the former was fReztor of the Catholic
University in Milan and the latter was the Archlmghof Milan.

However, in Pope Paul VI'fopulorum Progressiq1967) we can mainly
identify the significant influence of Maritain’s sonunity personalism. The school
of French personalism was formed around the reVigsprit”, which was founded
in October 1932. This journal has an intellectdeadracter but was accessible to the
non-academic public. Emmanuel Mounier, the fouratdet director of the review,
basically gave a Catholic imprinting to the issle$ he also carried articles of
Protestant, Israelite and Buddhist scholars. Vi&ergé® and Boris Souvaririé’
also collaborated with their liberal revolutionaheories. For this reason, “Esprit”
was recognized as an open space of cultural caation. However, Esprit mainly
promoted the personalist philosophy, which appeaseithe only hope in the face of

the 1929 economic crisis which destroyed a lot eélth and reduced the numbers

%8 v/jictor Serge (1890-1947)
399 Boris Souvarine (1895-1984)
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of jobs. Nevertheless, in the personalist movermentan distinguish at least two
schools of thought: the existential personalism Mikolaj Aleksandrow
Berdjaev'® Paul-Ludwig Landsbefd’, Maurice Nedoncelfé?, and Paul
Ricoeur™ and the community personalism of Mounier, Maritalean Nabett?,
René Le Senr®, Gabriel Madinief'® and Jean LacroiX’. We exclusively analyse
community personalism because this framework weagelp accepted in Catholic

social thought and in the social teachings of Fead VI.

In this regard, from a historical point of view, waist remember that in August
1924 the young priest, Giovanni Battista Montinient to Paris to improve his
cultural preparation. Here, Joseph Coppeh4978) remembered that Montini read
many works of French literature and personally bexa friend of Maritain and
Jean Guittof!®. Montini maintained these relations throughout lifis. In fact,
although Maritain criticized the insufficient changn the works of the Second
Vatican Council, he was directly invited in thatripd as well as on successive
occasions as an unknown guest in the sacred pabtgc€ope Paul VI (Cauliff,
2010). In fact, Jean-Luc Barré deduced:

Paul VI receives who judges his master “with anegtonal
goodness and affection’-Maritain observed. Paul ¥hd
Maritain embraced each other. Paul VI said to b@afor the
only fact that Maritain was here. Paul VI quotedngoon

reminds, commented Maritain's books, remembered “an

%10 Nikolaj Aleksandrowt Berdjae (1874—-1948)
311 paul-Ludwig Landsberg (1901-1944)

312 Maurice Nedoncelle (1905-1976)

313 paul Ricoeur (1913-2005)

314 Jean Nabert (1881-1960)

315René Le Senne (1882-1954)

%1% Gabriel Madinier (1895-1958)

%17 Jean Lacroix (1900-1986)

%18 Joseph Coppens (1896-1991)

%19 Jean Guitton (1901-1999)
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unforgettable evening together at Taverna Palacerahwvas
represented the theatre of Satie’s Socr&te(1996, p. 495).

In fact, in Populorum Progressi@1967), the influence of Maritain emerges in
economic and political affairs regarding the dutyaking account opauperismof
all nations in the world, and is so important attpoint that Pope Paul VI cited
Maritain’s Humanisme Intégralg€1936) in note number 37 of the text of his
encyclical and Maritain’d.es Conditions Spirituelles du Progress et de la Pa
(1966) in note number 16. On the other hand, Matgasuggestions included
inputs of classical Thomism, spiritualisén la Bergsonand mainly Mounierian

community personalism.

2. Human Capital in Cardinal Pavan

We have just maintained that the role of PietrodPaw Catholic social thought
was unjustly undervalued. Only a few scholars, sashFranco Biffi (1990 and
1992), Rosemarie Goldie (2001) and Fabiano Longd®i92), have deeply
examined the strength of Pavan’s works in the dagreent of Catholic social
doctrine and in the works of the Second Vaticanr@duAnyway, Cardinal Roger
Etchegary, when he was president of the PontifBzaincil for Justice and Peace,
described Pavan aghe principal collaborator of John XXIII in the ditang of the
encyclical Mater et Magistra and Pacem in Tetrf{$992, p. vii), and Monsignor
Loris Capovilla, personal secretary of Pope JohnlX¥estified to the great esteem

320 We have not managed to find the original Frenatsive of this text. Therefore, we have read this
work in Italian. The Italian translation of this afation is Paolo VI riceve poco dopo colui che ritiene
suo maestro “con straordinaria bonta” e affetto,sesva Maritain. | due si abbracciano. Paolo VI &el
felice per il solo fatto che il filosofo sia venutBvoca ricordi comuni, gli parla dei suoi libri,id
“un’indimenticabile serata a palazzo Taverna dova mppresentato il Socrate di Satie
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of Pope John XXIII towards Pavinhat the point that Capovilla has guessed (1999)
that the former included the latter among the ceidiin pectore(unmentioned)
created by Pope John XXIIl on March™6f 1960. In any case, Pavan was named
Cardinal by John Paul Il in 1985 after his retiramnfom the Pontifical Lateran
University where he had been Rector since 1969 falidprofessor of Catholic
social doctrine since 1947. On the other handhénbieginning, Pavan was called to
Rome in 1945 by Giovanni Battista Montini, at tiiate a substitute secretary of
the Vatican state, in order to guide the initiasivef the newly formedstituto
Cattolico di Azione Social& and coordinate the activities of tBettimane Sociali
dei Cattolici Italiani Moreover, Pavan was a personal friend and colanset
Alcide De Gasperi (Riccardi, 2003) and spirituadisisnt of ACLI**3, Conferenza
Nazionale dei Coltiviatori Diretf® Centro Nazionale Artigiarid>, Centro
ltaliano Femminilé®®, Confederazione Cooperative Italiafié Unione Cattolica

3% and of

Dirigenti ed Imprenditor?®, Movimento dei Laureati Cattolit4®, CIS
the academic team related to tBedice di Camaldoft’. Finally, Pavan strictly
collaborated with Father Agostino Gem&fli (Gemelli, 1944; Pavan, 1944),
founder and rector of the Italian Catholic Universand editor of th€sservatore
Romanonewspaper, and was constantly invited to giveulest from the United

States to Russia, from Canada to Latin Americad@pR001, p. 83).

%21 pope Roncalli and Pavan met each other in Pahiererthe former was an apostolic delegate and the
latter a visiting professor (Biffi, 1990: 484).

$22\\/e can translate this name in English as the dathstitute of Social Action.

32 This Italian acronym refers to the Italian Assticia of Christian Workers.

324 \We can translate this name in English as the NatiGonference of Direct Farmers.

325 \We can translate this name in English as the NatiGentre of Artisans.

326 \We can translate this name in English as theatiaBientre of Women.

327\We can translate this name in English as the @enégion of Italian Cooperatives.

$28\\e can translate this name in English as the datbmion of Mangers and Entrepreneurs.
329\We can translate this name in English as the Mevemf Catholic Degreed People.

%30 This Italian acronym refers to the Italian syndcaf Catholic orientation.
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2.1 Cardinal Pavan’s Human Capital and the Social Achitecture

Pavan originally elaborated a systematic conceptiblmuman capital within an
organic vision of society by drawing from classit@dition, Tapparelli's works
and magisterial teachings (Crepaldi, 2003). In K839 work, Il valore
trascendentale della persona umaravan argued for the necessity of identifying
an adequate anthropology to elucidate the roleingfles persons, of intermediate
bodies and of institutions in an attempt to atthima common good. Therefore, the
bishop, Mario Toso, secretary of the Pontifical @@l of Justice and Peace,

outlined:

Pavan elaborates a reflection which must be naturiasicluded
in that community personalism of the XX century n..the
attempt at promoting a new humanism open to Trargmece,
historical, not anthropocentric but theocentric,liioally anti-
totalitarian and democrati¢®* (2003, p. 14)

Pavan observed that every person has so manyuspiaihd material needs that
any amount of goods and services cannot satisfyn.tidan always shows an
ineradicable desire to assimilate thenscendent valuesf truth, beauty, goodness
and justice that constitute his “heart”. As a capusnce of this, Pavan believed that
these transcendent values cannot be those abstrestsuggested by Plato or by
Kant, but those embodied and testified by Chrifss He maintained that the

infinitive desire for the happiness of every perssrexclusively fulfilled in the

%1 We can translate this name in English as the tethe Camaldoli Codex. It deals with a group of
qualified scholars in social and economic matten® wrganized meetings at the Benedictine monastery
sited in the Camaldoli city to find a concrete meahimplementation of Magisterial teachings.

332 Agostino Gemelli (1878-1959).

333 The Italian original quotation isPavan elabora una riflessione che si inscrive nalmente in quel
“personalismo comunitario” del secolo ventesimo .ellintento di promuovere un nuovo umanesimo
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experience of following Christ here and now. Thisams that a good social and
economic system must respect the person’s libestycarning religious choice,
such as the Second Vatican Council later statethkéhto Pavan’'s and Pope Paul
VI's urging (Sanna, 1999).

On the basis of universal human dignity, Pavan thasfirst to propose the
constitution of an international world authorityr foegulating market injustices
(Zamagni, 2004). From the perspective of defendinyersal human dignity he
also rejected (1957a) any type of selection of gessaccording to categories of
language, race, social class, sex and so fortho(T2804). For Giorgio Campanini
on Pavan’s views,the universality of human rights is strictly contezt to the
universality of human nature, besides any diffeeeamong meri>* (2004, p. 41).
Pavan thus set forth (1981) that all employmengsegual if they are realized with
responsibility, intelligence and creativity. A Cétran worker is one who carries out
his task withcompetencehonestyandavailability in collaboration with colleagues.
This does not mean that a Christian worker doeshawé the aim of maintaining
his family and of ameliorating the conditions okthfe of it. In fact, for Pavan
(1962a), family is the privileged space for thewgito of a person’s human capital
(Beretta, Currini, 2003). Here, every person easdynmunicates her identity and
understands the identity of her relatives. As aseguence, in family, the witness of
faith is somehow more worthy because the dynamgifofs constitutive of family
workings. Pavan connected this dynamic of gift vithat of Trinity. He anticipated
some contents of th@audium et Speshe just-mentioned pastoral constitution of

the Second Vatican Council, by affirming:

The Gospel narrows the deepest social and politieablution

forever in history ... Why? Because Jesus revealtuman

aperto alla Trascendenza, storico, non antropodeatima teocentrico, politicamente antitotalitario e
democraticd’

%34 The Italian original quotation isL®universalita dei diritti umani & strettamente awssa, nella
prospettiva di Pavan, all’'universalita della “natarumana”, al di la di ogni contingente differenziaze
fra gli uomini”
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person who is human person by revealing God to.heFor
analogy to the relation between God and man wecoarstruct
all other human relations according a hierarchicatity ... such
as the holiness of marriage, the essential instntalgy of state

and society>>

Consequently, Pavan contrasted any kind of thdmisaelated to socialism or
liberalism, but he developed Pope Pius XlI's intdma (1944) to promote the centrality
of the human person in political and economic adfdPavan was thus in favour of the
establishment of a plural democracy if the histdrmonditions allow it. In fact, Pavan
explained that plural democracy hats “deep and alive inspiration in Christiariify°
(1958, p. 219). This last motivation is particwasignificant because it implies that a
democracy presupposes the people’s consensus oGhtiietian culture for working
(Zamagni, 1997). In fact, Pavan held (1950a) thatRevelation allows us to consider
society as a spiritual entity because it is forragdhuman persons. If human beings are
conceived as persons and not as individuals, @ st become a good instrument at the
service of theintegral well-being of human community (Pavan, 1963). In aete
terms, this means that politicians must be muckemby intervening in market activities
according to the principles of subsidiarity andidarity in order to respond to market
failures and injustices, to orient persons’ actisowards the common good and to
recognize the liberty of a persons’ economic itit& (Manzone, 2000). In fact, the
principal actors of the economy must be human psrsnd intermediate bodies. Pavan
highlighted that the features of a person’s humapital arefreedom creativity,
responsibility and sociability, which are fully developed when a person works with
other persons together in the name of a transcéndenl. For this reason Pavan

strongly distinguished between the human freedonClofistian thought, that is the

335 The ltalian original quotation isDal Vangelo si determind la piu profonda rivoluzéosociale e

politica, forse la piu vera rivoluzione sociale chmai si sia verificata nella storia.. Perché mai? Gesu
rivelo Dio alluomo ... La precisazione del rappori@ I'uomo e Dio si ripercosse in tutti gli altri
rapporti umani, li compose e corresse in gerarchiceta ... come la santita del matrimonio, I'esselezia
funzionalita dello Stato e della soci€ta
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human capacity of taking choices in relation tosmence, and the freedom invoked by
the scholars of liberalism, that is th@ute spontaneity aimed to selfishly attain
individual objectives™’ (1957b, p. 290). Secondly, Pavan argued thatrtteemediate
bodies possess an autonomaeusative subjectivitywhich is much important for the

attainment of society’s common good.

2.2Cardinal Pavan’s Human Capital and the Economic Orebr

Pavan attained a degree in political science ati@&abhiversity, besides one in theology
and one in philosophy at the Pontifical Gregorianividrsity in Rome. He had a

humanist background and a specialised preparaticgocial sciences which uniquely
allowed him to propose (1938 and 1945) interestirgights concerning the relation
between ethics and economiegithin the economic epistemology. In fact, he
demonstrated that the macroeconomic and microecenonodels of mainstream

literature deny the considerationmbral judgment®f economic agents (Fazio, 1996).
During the process of decisions, a human persdizesanoral choices, although these

choices can be apparently neglected. In this s&isganni Tondini pointed out that:

Pavan underlines the mistake made by those ecotsomls
think that acting economically is the same as actmorally.
Such a mistake is due to a false analysis, sineeettonomic
rationality can be identified with morality onlytlie “sectional”
rationality (typical of the productive activity) isnot
distinguished from the “universal” rationality (patar to the
moral order). The former concerns only human atgjvihe
latter concerns the whole man, considered in thelitg of his
relations: with himself, with God, with the otheierefore, as

%% The Italian original quotation id& sua profonda e vivace inspirazione nel cristisine”
%7 The ltalian original quotation isptira spontaneitd, tesa a conseguire egoisticamémieressi
individuali.”
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Saint Thomas of Aquinas taught, the sectional natiity must
be followed and fulfilled within the limits fixeg kthe other one.
That is why in everyday language it is usually dhiat “profit
must be pursued within the bond of honesty”. Irt,facofit is
only half-justified in comparison with moral goods a result,
the former must be pursued subordinately to thedaf1998, p.
1645)

In fact, Pavan thought that the economic aims nbastonciliate with the moral
claims for the attaining of the common good. ThKig1ot a macroeconomic dimension
but an aspect of every person’s human capital. Feoran, man must act within a
perspective of morality to develop his personhond mtegrally perform his talents.
Human action cannot only be realized for the gdaititity but also for that of personal

growth. In this regard, Pavan wrote:

It requires that the utility that a human persomds to realize
becomes concrete in an affirmation and in a fulbimof her
humanity ... A human person in every act has thy ad
revealing herself as a human person, consequenty evhen
she attains the utility she has the duty of opagain conformity
to moral law®*® (1943, p. 270-271).

We can draw from this affirmation why Pavan wascaceful to distinguish (1947)

between the Christian right personal initiativeand that of the liberal right of private

33 The Italian original quotation isOccorre che I'utilita che 'uomo tende a realizzasieconcreti in
un’affermazione e in un perfezionamento della se&nita ... L'uomo in ogni suo atto ha il dovere di
realizzarsi uomo: quindi anche quando persegueléia il dovere di operare in conformita a quella
legge che segna lo sviluppo della sua umanitapkelegge e quella morale
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initiative. In the former case, freedom is recogdizn a human being who is both the
creator and the one responsible for his own actiisle in the latter case, liberty is
constituted by a simple lack of exogenous inteneest in market activity
independently from the morality of the person’s reise of this liberty (Zamagni,
1995). In addition, Pavan defended (1957c) thetrighpropriety and invited its
diffusion everywhere. In his opinion, this righpresents a guarantee of tineiversal
destination of goodamong persons according to social justice becaas®ids, on one
side, the attempts of the rich to put more pooppemto a condition of slavery and, on
the other side, reduces the fashion of the utopraposals advanced by the collectivist
ideologies. Finally, Pavan explained (1950b) thraé@onomic orders possible if there
is an active civil society which tries to unify thedividual interests with the general
ones (Finn, 2006). This supposes the agreemehegidpulation regarding the primacy
of labour factor over the capital factor in the mmmy. As mechanization had
substituted workers in some phases of the produgtiocess, Pavan stated (1962b) that
the states might invest many resources in the foomaof more highly qualified
competences of persons. He referred to works ofnphg, projecting, managing and
controlling. Concerning these working positionsy&astressed the importance of the
human spirit, such astife capacity of understanding novelties, of disoogenew
solutions, of introducing innovation, of acting kitsocial sensibility and
responsibility>*° (1971, p. 524). For Pavan (1980), these featur@sperson’s human
capital will never be substituted by machines bseahey are strictly a part of human

nature.

3. Human Capital in Vito

Francesco Vito was a Franciscan tertiary who caom Naples and was endowed

with a degree in law (1925), another in politicalesice (1926) and another in

39 The Italian original quotation isuh lavoro sempre pit qualificato di programmaziord,
progettazione, di direzione, di controllo, un lagocioé in cui sono soprattutto impegnate le forze
dell’'animo: intuito divinatore, inventivita creaty spirito di innovazione, sensibilitd sociale, serdi
responsabilitd’
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philosophy (1928). He moved in 1929 to Milan beeahe won a fellowship at the
Catholic University thanks to the recommendatiofohsignor Pietro Del Pret®

to Father Gemelli (Caloia, 1998, p. 7). Here, \berame a full professor, director
of the department of economics, director of thaewVv'Rivista Internazionale di
Scienze Socidlf*! —founded by Toniolo and Talamo— from 1945, direcibthe
review “Studi di Sociologi#**? from 1963, dean of the faculty of Political Sciesgc
Vice Rector (1943-1945) and finally Rector (19598 During his career, Vito
went around the world for periods of study. He eixed trusts, syndicates, cartels
and the increasing technical progress in Munichvehsity under the supervision of
Alfred Weber*®, while he analysed topics of history of econorhicught in Berlin
University in collaboration with Edgar Safffi Then Vito was a research student at
the London School of Economics and Political Saggenworking under the
supervision of von Hayek and attending the semio&rRobbins concerning the
nature of economic science and finally he recewd®bckefeller Foundation grant
to spend two years in the United States in thatutes of research he wanted. He
chose to participate in scholarly activities at theginning of his time at the
Columbia University of New York and then at Chicabmiversity under the

supervision of Knight.

Vito was a central figure in the scenario of a ©athworld successive to the
Second World War at the point when he was calleglitde, as Vice-President with
Pavan, theSettimane Sociali dei Cattolici Italiamind to directly participate in the
activities of the Second Vatican Council as a lesgeher (Formigoni, 2008).
Although he was constantly in contact with many “@atholic scholars who

proposed an economic epistemology of neutralityigPa2009), Vito proceeded

%40 pjetro Del Prete (1885-1950)

31 We can translate this denomination as the “Intanal Review of Social Sciences”. The slow process
of specialization that turned “Rivista” into a pmtical dealing with economics and statistics hadaaly
been evident under Fanfani’s editorship (1933);maech so that in 1934 the original denomination
“Rivista Internazionale di Scienze Sociali e Didicip Ausiliarie” (International Review of Social
Sciences and Auxiliary Disciplines) was shortlytait its final title part.

%2\We can translate this denomination as “Sociologyi®s”.

33 Alfred Weber (1868—1958)

%44 Edgar Salin (1892-1974)
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throughout his life in the attempt tnify moral claims with economic purposes
(Duchini, 1997), such as Pavan had also sugge¥iaul realized this effort in a
very concrete wayby introducing (1946) real economic instrumentsugded on
Christian anthropology (Quadrio Curzio, 2003). Tiere, Vito successfully
proved the expediency for society to adopt an ecnnisystem directed to the

common goodrersusone aimed at total good.

3.1 Vito’s Human Capital and the Coordination of the Economy

Pope Pius Xl indicated (QA, n. 6) with farsightestme¢heSettimane Sociaks the
decisive cultural appointment mechanism for origmtCatholic activities towards
the common good of society. Here, the topics ofiligneducation, dignity of
labour, enterprise, syndicate, professional orgditia, social security and
economic role of the state and of the internatiammhmunity are viewed from a
perspective of unityln the history of theSettimane Socialve can see that the
participants do not try to solve problems of sogalitics but are invited to
examine the facts in the light of eternal princgplés Tapparelli just pointed out,
Vito held (1945a) that the ethic of an economicivigt is determined by the
connection between the absolute values of Chrisgiamd the contingent aspects
of present situations. Therefore, as ethics emdogenoudactors in economic
decisions, Vito advised humanity to resist the tempn of confusing economic
growth with human development. He explained (194thla} social reform must
lead from the right of labour to the protectiontbé worker in his physical and

moral entirety. In the 1948Bconomia e Personalismdto wrote:

The appeal to a personalist vision of the econoesds to be
the invitation to prefer the ethical primacy ovérettechnical
one, thus to surpass both forms of economic orgé#izs, the
collectivism and the ideology of the free markdtpse arrogant
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technical performances are respectively at the iservof
depersonalized aggregations and of privileged péwenen®*
(1949, p. 47)

Vito rejected the theory of the use of economictrimeents in an anti-market
perspective as well as the identification of ecoimsmvith physical science based on a
general economic equilibrium. He strongly contrdstee framework of the utilitarian
philosophy and positivist methodology because ttosiuced & social conception
which separates economics from moral otd& (Vito, 1957, p. 228). On contrary, as
Siro Lombardint*’ (a Vito’s pupil) suggested, we cannot assume sogiety is an
entity distinguishable from human persons becabseftuman behaviours cannot be
understood set aside from soctéfy (1993, p. 760). In fact, the labour factor is jadg
as the principal factor of the dynamic of formatioheconomic value. Vito clearly

stated:

It is not the human person that has to be adjustezbnformity
to the machines constructed for productivity pugmsbut the
machines —and, in general, all the technologicalcures and
conditions— that have to be adapted to the humarsopés
staturé*? (1959, p. 388).

%5 The ltalian original quotation isL"appello alla visione personalistica dell’economiaiol essere
appunto invito ad optare per il primato etico suirpato tecnico, e quindi a superare I'una e l'altra
forma d’organizzazione economica, il collettivismd’automatismo di concorrenza, in cui le superbe
realizzazioni della tecnica o sono al servizio delmo collettivo o procurano il vantaggio dei
privilegiati.”

*®The original Italian quotation ixbncezione sociale separatrice del’economia dadline morale”

347 Siro Lombardini (1924—)

%8 The Italian original quotation isntn si possono comprendere i loro comportaments@nelendo
dalla societd’

%9 The Italian original quotation isNon & 'uomo che deve essere adattato alle macatos&uite per
fini di produttivita, ma sono le macchine — e, iEngre, tutte le strutture e condizioni tecnologiehehe
devono essere apprestate secondo la statura deitjo
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On the basis of this awareness, Vito suggestedoadinationof the economy. He
studied non-competing markets, cyclical fluctuasioworld hunger and backwardness
and socio-cultural factors affecting development derritorial disparities. In the
perspective of asocial solidarity, he believed that it was possible to combine the
introduction of technological innovations with thgreservation of employment
positions, the increase of the supply of consumpgioods with the recovery of gains
for capital investments. This meant to qualify apecify manpower in shaping the
dialectic between capital and labour in order taiatthe common good of society. Vito
thus proposed to emphasize the role of adminig&atistitutions, social intermediate
bodies, organizations of entrepreneurs, syndiaaitegorkers and so forth. He believed
that civil society can modify the law of naked catifpon in economic trades by
substituting a coordination of them according togiples of solidarity, reciprocity,
cooperation and gifts. The point in Vito’s insighs to promoteocial justicethrough
fiscal and redistributive policies to allow evergonhe access to the services of
education, health, professional training, retiremand social aids. Angelo Caloia
underlined that the welfare state theorised by Mi&s much different than that realized
in European countries after the Second World Warabse this last missed the
objective of personalism ... the duty of persoresponsibility and the supply not of
material resources but of human investments imiet stens&®° (Caloia, 1998, p. 125).
Vito pointed out that liberalism had caused too ynfailures, such as unemployment,
regional discrepancies, international conflicts anterdevelopment in some large
areas of world (Magliulo, 2008). Contrary to thiee proposed a theory of economic
development in the perspective of internationalatmration grounded on the growth of
persons’ human capital. For human capital, he mefienot only to the competences and
abilities of entrepreneurs and workers but alsth&r practice of moral virtues, which
distinguish human personhood. Vito invited all merfapply in the temporal field that
interior liberty which nourishes and empowers thgndy of the human persbii1949,

p. 46).

%0 The ltalian original quotation iss¢ si fosse tenuto in mente I'obiettivo del pertisme ... si noti
I'onere di responsabilitd personale e I'offerta ndingeneriche risorse materiali, ma “specificaméene
investimenti umarii
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3.2 Vito’s Human Capital in his Plan of Reform of he Italian Education

System

Vito mainly analysed the importance of human capgiathe economic and social
context within his proposals to reform the Italigystem of education. He possessed
significant experience as a researcher and teamttewas called to the presidency of
the Association of University Professors and Leatsirto the vice-presidency of the
International Federation of Catholic Universitieedao the board of the International
Association of Universities. In addition, Vito callorated with the Pontifical
Commission regarding Universities and Seminars éaotrior directing the works of the

Second Vatican Council on this matter.

The Italian University system was still based oa #8859 Casati law, while that of
elementary and secondary schools was updated o@® Gentile Reform, according
a bureaucratic centralization of powers. Howeveitp \did not propose an original
theory of human capital but highlighted that théoma of education cannot be
promoted in a perspective of efficiency calculuse Hointed out that the Latin
expression Vir bonus dicendi peritti§>* is always true because who acts in obedience
to an adequateierarchyof values generates behaviours that are also usedalbnomic
terms. From a macroeconomic perspective, Vito wided that the growth of the
population and the progress of the role of womersaniety implied an increase in
education demand. He viewed in this change thetioreaf many specialized figures
capable of introducing new modalities of productiynusing technological instruments
and discovering other ones. Vito thus requistdte interventionin the education
markets to give every person the possibility ofi@ging her intellectual talents. On the
other hand, Vito advised the presence of the hak t

the stress on the instrumental function of the stlimm the

perspective of the accumulation of material gocaldd shift the

249



An Economic Personalist Perspective on Human Capital: A Compared Anthropological Interpretation

focus of study from the emphasis on human valugégram the
research of trutt¥*? (1967, p. 172)

As a consequence of this, Vito recommended promatiitiatives dedicated to the
research of theunity of knowledgesuch as those which he attended within the
Committee on Social Thought of Chicago Universitiis means that a student and
more so a professor must follow external coursdékdw working programmes to enrich

their formation. In fact, Vito stated:

The preparation of specialized labourer, of protessof
professional worker, of teacher, is not completé ik at the
same time also the integral formation of perdd{1952, p. 22)

How could this integral formation of person takaga? Vito responded that in the
process of the flourishing of man’s human capitad iessential that there is a presence
of a humancommunityaround him (Riccio, 1997). This means that schauisl
universities must transform into a space wheresthiet of cooperation is a constitutive
dimension. In Vito’s mind, this climate of friendphin educational institutes would be
later communicated throughout society through therkwof culture transmission
operated by professors and students in their Hase@al relations. For example, a
career in liberal professional works would beconmarhuman if the social relation is
grounded on reciprocal valorisation of capacitied personhood between the magister

and the pupil than if the social relation is basedthe former’s exploitation of the

%1We can translate this Latin expressiontag ‘good man is even an expert in identifying &t vay of
action”

%2 The Italian original quotation is'accentuazione della funzione strumentale dellacte in vista
dell'accrescimento dei beni materiali a scapito ge¢minente ufficio di educazione, di esaltazioee d
valori umani e di ricerca della verita

%53 The ltalian original quotation id 4 preparazione dello specialista, del professaie, professionista,
dell’educatore, non & completa se non ¢ al temgssstformazione dell’'uonio
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latter's availability. Vito was somehow a prophet our times regarding the
indispensable necessity of determiningset of ethical valuesn the approach to
sciences, in economics as well as in medicine dnofogy or in other areas (Duchini,
1993). Finally, Vito advanced some practical pr@®ssuch as the constitution of
public funds of fellowships for students who attdie best performances, the creation
of two lines of academic courses, one orientedhaps a working-life preparation
(Degree and Master) and another with researchler@egree and Ph.D.) following the
Anglo-Saxon model and the alternative modalitiedirdncing economic research. On
this last point, Vito showed some difficulty aroualbwing private subjects to finance
research studies because this leads researchhiatsetrvice of enterprises’ interests

instead of into the service of all humankind.

4. Human Capital in Pope John XXIlII

In the 1961Mater et Magistraencyclical letter, Pope John XXIII recognized the
importance of human capital in providing resportseBuman needs within the context
of subsidiarity. Drawing upoQuadragesimo Ann¢l931), Pope John XXIII stated that
it is an injustice for larger associations to clamsponsibility for activities that can be
performed by smaller associations or single persionkght of this principle of action,

he argued:

In the economic order first place must be giveth® personal
initiative of private citizens working either asdimiduals or in
association with each other in various ways for fingherance

of common interest¢MM, n. 51)

Secondly, discussing theories of industrializatiBope John XXIII held that it was

an urgent matter to support the person’s freedonedomnomic affairs. This means

251



An Economic Personalist Perspective on Human Capital: A Compared Anthropological Interpretation

providing the means necessary to people for crgatew entrepreneurial activities as
well as to favour the work of intermediate bodidsiah try to perfecpersonalityand a
sense of responsibility in human beings. In faot, Pope John XXIll, the freedom to
take the initiative enables persons to actualieenfelves more fully as persons created
and loved by God. On the other hand, Pope JohnDt¢hnected the person’s right of
propriety and that of creating business activitksh the responsibility of global
economic development. As a consequence of thigttheked thainequal distribution

of wealth in the world and invited the politicalaliers to promote the action of the

balancing of social injustices. Pope John XXlllimaffed:

Public authority must encourage and assist privatgerprise,
entrusting to it, wherever possible, the continoiatof economic
developmentMM, n. 152)

Indeed, Pope John XXIII exhorted to create a wiglaboration among nations even
in his 1963Pacem in Terriencyclical letter. Here, he stimulated the engapurs to
establish their activities in underdeveloped regiby insisting on the moral implication
of their role in the economy (Pavan, 1988). Fos tl@ason, Pope John XXIII argued
that the rights of propriety and of realizing peralb economic initiatives are
consequences of the person’s dignity. The valughisf dignity is ontologically un-
reducible even concerning attempts at reductiomected to better efficiency of the
economic system or to improve the performancesofist Social justice is not a matter

of contraction because it directly derives from atoratural law.
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5. Human Capital in Mounier

Although Mounier was a philosopher and not a saholasocial sciences, he
contributed to the elaboration of the concept ahbn capital by pointing out the
necessity of a change of people’s mentality aimedhanging the way society
works. He invoked (1936a) a “revolution of humammg’ capable of transforming
from inside the political institutions and the eoamc practices of affairs. In
Mounier’s project, the central point was realizedaaprocess afinification of the
fragmented anthropology imposed by positivism. i \hew, it was necessary to
rediscover thenatural order of personal and social life which characterized th
Middle Ages. In fact, in the first edition of “ESfr Mounier argued (1935) for a
new Renaissance capable of rendering to human nmetb@ir dignity of being

created in the image of God.

Mounier, on one side, developed the importanceé®ttbncept of person and, on
the other side, the necessity of properly takingoaot of human capital in
economic dynamics. He affirmed that a person waslagically more than a
simple individual by giving the example of his fidaughter. Mounier argued that
his daughter Fracois, although handicapped frompoawwvith lost self-knowledge
and self-mobility, remained a person, because beipgrson is an original property
independent of the possession of some, even elangerdapacities (Domehach,
1972). However, from a political perspective, Mamsupported cultural battles in
favour of the Spanish republicans, to Algerian ripeand to the Hungarian
revolution (Winock, 1975).

According to Mounier, while man’s final end lies the next world, it is
essential to work for a better here and now. Pargsaust bear witness to the eternal
verities by committing themselves in thmmporal affairsof their time. However,

he pointed out:
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Personalism is a philosophy and not exclusively caality of
behaviour. It is a philosophy and not a systemBut the
decisive affirmation of personalism is the preseoté&ee and
creative persons. This introduces at the fundanteotaany
politics and economics a principle of uncertaintyieth destroys
the want of definitively systematizing the sodaldure. Today
there is nothing so absurd than to want to prowsdéutions to
problems as an automatic distributor by undervajuithe

persons’ worries, uncertainties, and valiié$(1949, p. 8).

Consequently, Mounier emphasized treeedom the creativity and the capacity
of developingsocial relationsas the distinctive features of the human capital o
people (Moix, 1960). His theorisation of commumigrsonalism was based on the
person’s social nature. Mounier held (1966) thaafperson it is decisive to belong
to a community in order to develop talents andip@dte in the attainment of the
common good of society, as man is a unity madeddyland soul, as man is a
unity made by a desire of self-interest (individsia) and one of community-
interest (socialism). In Mounier’s judgement (19B6tapitalistic systems generate
a spirit against good human relations and agalestare of the spiritual aspects of
human life; rather, planning economies eliminat fieedom in human work and
in private life. Instead, the society of the Resamge needs the cultivation of an
anthropology of people which takes contemporangaungb account the individual
human tension as well as social human tension iftéel) 1981; Siernhell, 1984).
This can only happen if people accept the Christi@ssage of salvation. Christian

moral and ethical values shape virtuous behaviofirseople and transform the

%4 The French original quotation id ¢ personnalisme est une philosophie, il n'est gadement une
attitude. Il est une philoso-phie, il n'est pasaystéme ... Mais son affirmation centrale étanidtence
de personnes libres et créatrices, il introduit@eur de ces structures un principe d'im-prévigbidjui
dislogue toute volonté de systématisation défmitRien ne peut lui répugner plus profondémentlque
golt, si commun aujourd'hui, d'un appareil de pensé d'action fonctionnant comme un distributeur
automatique de solutions et de consignes, barraggant la recherche, assurance contre l'inquiétude,
I'épreuve et le risqué
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market into grustworthyplace of reciprocal gifts. In addition, Mounieghlighted
(1946) that Christianity has a constitutigechatologicalcharacter and cannot be
identified with any particular economic system. Bekieless, Mounier recognized
that the incompatibility of human capital promotad Christianity can be affirmed
when considering some kinds of economic systemsh sas capitalism and
socialism. A just society presupposes a “revolttioh the content of people’s
human capital because any economic system carhgmainess to men. Secondly,
Mounier thought that happiness was exclusively ipbssonly when the person

meets the person of Jesus Christ risen again.

6. Human Capital in Maritain

Jacques Maritain suggested some important new idgm@sding human capital in
Catholic social thought. He belonged to Mounier&rsonalist group and wrote
many papers in “Esprit” (Danese, 1986). But he alsended the Thomist classical
school and taught for many years in the UnitedeStéDoering, 1983). In hise
Personne et le Bien Communridaritain elaborated (1947) an original proposal
founded on the valorisation of tir@egral upbringingof persons in a social context
ordered according to the natural law of creatiomted by the Creator. In fact, the
initial Maritain belief (1929) that everything istrinsically aimed at an end, which
in turn tends towards the unique End (the trutthefsame Creator), was enriched
by Mounier's personalist perspective. Thereforea, Ktaritain (1937), a human
person can adequately comprehend every continggmect of reality only in
relation to a wider understanding of the meaningalbfreality. In this picture,
human capital is constituted by the human inteldext the human will, which work

together to attain the knowledge of reality.

On the other hand, Maritain distinguished the mardtitutions from the
political ones in his 193Blumanisme IntégraldHe thought (1951) that Church and
state have a different nature and must be carefdiversify their problems. The
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Church does not directly intervene in political teeg as well as the state has to

abstain from commenting on religious questiongatt, Maritain observed:

As far as the Church herself is concerned, it it Imer task to
descend to undertakings directly temporal in thie &bd flow of
political activities. Hers is the treasury of enmg of another
order more hidden and more powerful. It is justcel love, and
Christian revelation, which she must keep alivec®tiney have
been conveyed into the substance of history, theseayies have
their own action which unfolds in a measure of diora quite

different from the rhythm of timéL946, p. 112)

Nevertheless, Maritain indentified (1960) the commpoint of action of
Catholicism and state in the growth of human capilaman capital is actually
fundamental for economic improvement and for sosfability as well as for the
maturity of people’s faith (Possenti, 1983). As angequence of this, Maritain
stated (1960) that a human capital which incorgsrafatholic values (e.g. the
concept of human person, human dignity, value fef détc.) shapes the minds of
people in a better possible way in supporting tleeking of the economy. In fact,
he believed (1967) that the natural law of creaiiora Thomist sense has been
perfectly revealed in Christian fact and can nowkbewn by the human person.
How? Maritain pointed at the necessity for the honp&rson to cultivate good
social relationswith all others; to care favery spiritual and material aspeat her
life; to develop every characteristic and talenthef personhood In this way,
Maritain put forward the basis of the concept aftégral human development”,
which was then developed by Pope Paul VI (Acon821®’Souza, 1996).
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7. Human Capital in Pope Paul VI

It is rumoured that Pope Paul VI was intransigemd &usted to tradition regarding
topics of moral theology, such as the rejectioarti-contraceptive methods in his 1968
Humanae Vita@ncyclical letter and his strong stance againgirde and abortion laws,
while he was progressive concerning social doctrisech as his invite to the
development of the third world in his 1980pulorum Progressiencyclical letter and
his creation of the Pontifical Council of JusticedaPeace. However, we personally
think that this contradiction is totally false i@ looks at Pope Paul VI's teachings from
a perspective of Christian anthropology conceivethiegral human development/e
know that his pontificate took place in the ageradical changes of the values of
society, such as the rebellions of students in arsities, the female movement, the
sexual revolution and so forth. Faced with theseuanstances, Pope Paul VI opposed
the Christian paradigm of integral human developgmehich Pope Benedict XVI
recently developed in his 20@aritas in Veritateencyclical letter. Daniel Finn clearly

affirmed:

This issue of development down to some kind ofularitat
econometrics cannot measure easily. Human develups¢he
way out of this problem, but it must integrate afipects of
human flourishing, which would include the familg ane
psychological state, equations of status in sociaty spiritual
questions, all of which taken collectively couléate a proper
development plan. The other piece is the fact #tlabf these
elements claim that integral human development eckaal our
own lives, rather than being a special case, based a
fundamental Christian anthropology. In other wordsjs not
just something we desire for the people of Guateni

Tanzania. It is something we all neééinn, 2009, p. 2)
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In fact, Pope Paul VI adopted the personalist fraark when he recognized that the
persons coming from underdeveloped countries deprived of almost all possibility
on their own initiativé (PP, n. 9). For Pope Paul the development of hueapital
meant a growth of economic initiatives, an empowarhof creative subjectivity of
intermediate bodies, a defence of private propeatysupport to free commerce, a
reduction of economic abuses towards the more tlgee¥sons and an improvement of
public political institutions aimed at guaranteeipgace and security. From this same
perspective (not in a parallel one) Pope Paul fggted the claim of attainingocial
justice within every nation and mainly among nations. Heeslsed that lacking the
bare necessities of life, whole nations are untderthumb of others; they cannot act on
their own initiativé (PP, n. 30). Indeed, Pope Paul believed thatetttnomic power
was concentrated into too few developed nationdewthie majority of the population
was condemned to misery. He contrasted the “thebdgependency” of the third world
with the developed world. In poor countries, thaikble resources of eating goods
were actually incapable of satisfying the elemegntaeeds of the people. As a
consequence of the liberal principle of demand sungply, the rich nations imposed
unequal rulesof international trade on poor nations, which thesgre forced to accept.
Facing this situation, Pope Paul set forth the humlaaracter of economic activity,
evoked the moral importance of the human spiritsolidarity and asked powerful

nations to modify their behaviours (Vito et al, 796

However, Pope Paul VI did not give a set of prattimstructions for solving
economic problems in the world (e.g. famine), aedher did he outline an economic
theory alternative to his predecessors. Rather, ekelusively advanced moral
suggestions from a Christocentrism perspective hat point when he personally

explained in hi©Octogesima Advenierapostolic letter that

in concrete situations, and taking account of saiiy in each
person's life, one must recognize a legitimateetgrof possible

options. The same Christian faith can lead to daifie
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commitments. The Church invites all Christians aket up a
double task of inspiring and of innovating, in arde make
structures evolve, so as to adapt them to themeats of today
... It is true that people, in the midst of modstructures and
conditioning circumstances, are determined by thebits of
thought and their functions, even apart from thiegaarding of
material interests. Others feel so deeply the soiig of classes
and cultures that they reach the point of sharintpaut reserve
all the judgments and options of their surroundingach one
will take great care to examine himself and to grabout that
true freedom according to Christ which makes oreepéve to
the universal in the very midst of the most pafliceonditions
(n. 50)

However, Pope Paul VI updated the Catholic thedrthe “third way” to the new
economic scenario by confirming the centrality operson’s dignity and the role of
intermediate bodies in economic affairs (Ambro#lerretta, Bertoni, 2008). Pope Paul
VI hardly contrasted socialism as well as the @ujthy of individualism which lays
beyond value-free liberalism. He opposed a commysetrsonalismé la Mounierand
Maritain, where human personality flourishes within socidatiens inspired by the
experience of Christian faith. From this perspectiRope Paul developed Vito’s
suggestions regarding human capital in a specéiti@an of Populorum Progressio
called “Man’s Complete Development”. When considgrithe industrialization

necessary for human growth and human progress, Paylestated:

Trough intelligent thought and hard work, man gratiy
uncovers the hidden laws of nature and learns tkarsetter use
of natural resources. As he takes control overway of life, he

is stimulated to undertake new investigations amdsh
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discoveries, to take prudent risks and launch nemtwes (PP,
n. 25)

On the other hand, speaking to the “Christian Urebiemployers and Executives”
in 1964 Pope Paul had particularly praised theepnéneurs’ and managers’ attitudes to
taking initiative, accepting business risks, cregfiobs, promoting working conditions,
developing scientific and technological innovationsaking beneficial sacrifices and
resolute forecasting. In conclusion, Pope Paul Mppsed a balanced picture of roots
for attaining the common good. He underlined tleal social justice is an output of a
complementary relatiorbetween human freedom and human responsibilitynamu
capacities and human duties, the principle of slidisty and principle of solidarity,
commutative justice and distributive justice. InpEdPaul’s view, to practically teach
this complementary relation, it is necessary tovig® an integral formation to all
persons, especially those that were born in pamsi&ons. It deals with a claim of an
equality of opportunitiesamong persons, not of a “socialist” equality ofvaeds,
because in Pope Paul’'s mind the reward péison’s merifor acting better than others

is not excluded from this.

8. Conclusions

In this chapter we have analysed authors who amagry common points regarding the
topic of human capital because they used the saetapimysical framework and the
same non-analytical method of inquiry. On his siBayan set forth (1943) that the
social architecture of a nation can significantifiience the growth of persons’ human
capital. His support for political democracy wastjfied (1958) because this type of
political system was the more suitable to valotiseimportance of intermediate bodies
in economic affairs. Pavan thus suggested (195#bjdalization of an economic order
grounded on the human dignity of every person ante@ at attaining the common

good of the entire society. Vito contributed (1949}the same direction but introduced
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a series of economic practical instruments, suchthas combination between the
establishment of ever-more technological machinethe production process and the
preservation of employment through the speciabratbf manpower. Secondly, Vito
remembered (1962) the importance of educating peremreflect on the sense of their
life and to research the truth of reality. Othemyipeople risk becoming similar to
intelligent computers that carry out a task andhimgf else. This could mean an increase
in the total good of society (economic growth) bettainly would neglect the common

good of society (human development).

Mounier’s philosophy of community personalism tridconfirm the Aristotelian-
Thomist paradigm of the human being as a sociaigoély highlighting (1949) that
being a person is an ontological quality which adnever be placed for discussion,
even in cases of quasi-elimination of basic anthelgary capacities (as in the daughter
of Mounier). This substantive personalist appro&@heconomic epistemology was
developed by Maritan (1937) within a Thomist andamic vision of reality (Viotto,
2000). Maritain clearly distinguished (1946) thderof spiritual institutions, like the
Church, from those of temporal institutions, like tstate. Nevertheless, he also argued
(1944) that the good exercise of a person’s freedtm flourishing of human
personhood and the development of a person’s eityatire important for spiritual

institutions as well as for political ones.

Finally, Pope John XXIIl and Pope Paul VI held gramacy of labour factor over
the capital factor as had their predecessors. ditmeefr, inMater et Magistra(1961) and
in Pacem in Terris(1963), particularly identified in the moral resswility of
entrepreneurs the decisive factor for the growthiraderdeveloped regions. The latter,
in Populorum Progressi@1967), pointed out the necessity of recovering ‘thorld’s
sickness” by diffusing a culture of friendship asdlidarity among persons and by
applying measures of social justice in economiddrand in relations among nations.
However, Pope Paul VI referred to the equality aggibilities for all people and not to
a “socialist” distribution of resources without theemium of a persons’ effort and merit

—as some scholars have commented.
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Chapter 5

Human Capital in the Contemporaneous Catholic Pringal Schools of Thought

and in Pope John Paul Il and in Pope Benedict XVI:

A Love-Based Anthropology

1. Introduction

In this last chapter we analyse the conceptionurhdn capital present in recent
Catholic social thought. We thus examine the saamalyclicals of Pope John Paul
II, which are strongly influenced by his theolodi@nd philosophical original

background. Secondly, we set forth how the Ameriddeo-Conservative and
personalist schools have developed Pope John Paukdonomic view with a

special reference to the topic of human capitalalfy, we highlight the connection
used by the Italian school of civil economy betwésm economic thought of Pope

John Paul 1l and that of Pope Benedict XVI.

2. Human Capital in Pope John Paul Il

Karol Wojtyla introduced an original philosophicaind theological approach to
personalism and generally to the Catholic methoskcantific knowledge. This novelty
appeared in his Ph.D. dissertation about Saint Jdhthe Cross at the “Pontifical
University Saint Thomas Aquinas — Angelicum” in Renand then during his
experience as ethics professor at the Catholic &dsity of Lublin (Buttiglione, 1982).

However, in his 196@soba i Czyt>, Wojtyla mainly laid out his unique description
of the human journey by unifying the Thomist claasitradition of truth, discovered

within the entire reality created (static conceptjovith Edmund Husserf8® (1913)

55 This work was translated into English/sting Person
%% Edmund Husserl (1859-1938)
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and Max Scheler®’ (1913-1916) phenomenological novelty of meetinghtrduring
personal action (dynamic conception). This framéwdocused on the elementary
human experience of every person, significantlyp alsaracterizes Pope John Paul II's
teachings. We can think of the lessons on the tiggadf the boy of the Thursday public
audience as well as to the dogmatic encyclicakidgttsuch afkedemptor Hominis
(1979), Veritatis Splendo(1993) andFides et Ratiq1998). Consequently, Pope John
Paul II's philosophical and theological novelty hstsaped the conception of human
capital present in his social encyclical letttedborem Exercengl981),Sollicitudo Rei
Socialis(1987), andCentesimus Annyd991).

2.1 Pope John Paul II's Human Capital inLaborem Exercens

In Laborem Exercengl981), Pope John Paul Il advanced an idea of werthe place
of a person’sanctification Every human being is the actor of work and theppse of
work (LE, n. 6). A person is thus called to workaasanalogy to God, who made world
and continues to intervene in reality through Rieace (LE, n. 14). Man is created in

the image of God and thus

shares by his work in the activity of the Creataddhat, within
the limits of his own human capabilities, man insanse
continues to develop that activity, and perfectsihe advances
further and further in the discovery of the resas@nd values

contained in the whole of creatiofLE: n. 20)

As labour is the human activity of transforming teato attain a certain aim, Pope

John Paul 1l identified two moments where a persomorality is required: the modality

%7 Max Scheler (1874-1928)
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of taking a decision (morality of the means of @c}i and the final goal searched
(morality of the end). Therefore, he somehow emclhe tradition of the Catholic
social doctrine by emphasizing thebjectivecharacter of human work. Pope John Paul
Il agreed with his predecessors concerning the itapoe of supporting intermediate
bodies in society and building an institutional dedislative pattern for guaranteeing

working conditions respectful of un-reducible hunalgnity. In fact, he wrote:

The modern unions grew up from the struggle ofwhekers ...
to protect their just rights vis-a-vis the entrepeeirs and the

owners of the means of productiii, n. 20).

Pope John Paul Il, at the same time, highlighted #hperson is called to perform
herself during working activity by realizing witresponsibility her own task. This
means that what is important is not the type of jaleing a lawyer, a farmer or a
housewife— but the kind afrorking spirit In fact, Pope John Paul Il set forth that the
economy does not involve abstract forces lmathind concepts there are people, living,
actual peoplé (LE, n. 14). For this reason, he suggested givingm for wide
governance assessments of firms capable of dirgopyoving all workers, as Toniolo
had just argued. When entrepreneurs share, witheéh®loyees, the ownership of the
firm, the likelihood of creating an authentic conmity of work increases because the
implied solidarity and common action will evolve aseaction againsttie degradation

of man as the subject of worlLE, n. 8).

Finally, Pope John Paul Il clearly distinguishedws®en human capital and material

capital according to a qualitative perspective skited:

Everything contained in the concept of capitalhia strict sense

is only a collection of things. Man, as the subjetctvork, and
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independently of the work he does ... man alona person
(LE, n. 12)

2.2 Pope John Paul II's Human Capital in Sollicitudo Rei Socialis and

Centesimus Annus

In Sollicitudo Rei Socialig1987), Pope John Pau Il connected the businésstire
with global economic development, as Pope Paul WPbpulorom Progressiq1967)
had just promoted. Discussing world-wide poverty,difirmed that persons have the
right to share in the building of society as well“the freedom to organize and to form
unions or to take initiatives in economic matte(SRS, n. 15). Pope John Paul Il
praised creative initiative but contemporaneousthlighted the moral duty of any
entrepreneur of providing working conditions respdcoof human dignity. In fact, he
who is naturally endowed with business capacity tmdesvelop his talents and
collaborate in the development of the regional avbare he lives (SRS, n. 65). The
final goal of the economy is the attainment of ¢benmon good because personal good
does not concretely exist without social good. Tdwsareness constitutes the basis for
performing the concept of well-being in developedirdries according to an integral
conception of the quality of life as well as forpgroving the economic situations of

poor countries.

In a continuation of this concept of economics ahdéhuman capital irCentesimus

Annus,Pope John Paul Il recognized:

In history, these two factors —work and the lande-ta be found
at the beginning of every human society. Howevey do not
always stand in the same relationship to each otAeone time
the natural fruitfulness of the earth appeared & and was in

fact, the primary factor of wealth, while work was it were,
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the help and support for this fruitfulness. In dune, the role of
human work is becoming increasingly important as th
productive factor both of nonmaterial and of maténvealth.
Moreover, it is becoming clearer how a person's kvis
naturally interrelated with the work of others. Mothan ever,
work is work with others and work for others: itasmatter of
doing something for someone else. Work becomes neves
fruitful and productive to the extent that peopkcéime more
knowledgeable of the productive potentialitieshsd earth and
more profoundly cognizant of the needs of thoseviaym their
work is done ... In our time, in particular, theegists another
form of ownership which is becoming no less impurtdan
land: the possession of know-how, technology anid 3lhe
wealth of the industrialized nations is based more on this

kind of ownership than on natural resour¢€, n. 31-32).

As a consequence of this, Pope John Paul Il enmgdthshe importance dfeedom
as a gift of God to man (Buttiglione, 1992). A freean is called to increase his
personality by cultivating his relation with Gode khust Subordinate his material and
instinctive dimensions of his interior and spiritwaes (CA, n. 36). In fact, the aim of
human life is not to accumulate wealth, i.e. havimgre, but to concretely experience
the Christian promises of beauty, goodness and aonan with others, i.e. being more.
Therefore, inCentesimus Annubuman freedom is never conceived as unlimitedn(as
liberalism) but as an instrument that a human persast use 4s a co-operator with
God in the work of creatidn(CA, n. 37). Pope John Paul Il actually rejectety form
of economic system that causes an institutionaidipal or political vacuum (CA, n.
48). Secondly, he maintained tloeeative subjectivityof the intermediate bodies in
economic and political dynamics. In fact, Pope JdkPaul Il argued that the
development of human society is related to theiegjpbn of principles of subsidiarity,

solidarity and responsibility in people’s behave®um the same manner that occurs in
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personal relations within families, associationsl @moups. This means that society
improves if we give room for the construction obalanced social architecture and
mainly if we invest time and resources in teachang testifying the practice of good
customs to every person (CA, n. 35). We cannot tgree with those scholars who
affirmed that inCentesimus Annutere is a full embrace of capitalism. In factpPo
John Paul Il stated:

The historical experience of the West, for its patows that
even if the Marxist analysis and its foundationalafnation are
false, nevertheless alienation —and the loss of d@bthentic
meaning of life— is a reality in Western societie®. This

happens in consumerism, when people are ensnaradvieb of
false and superficial gratifications rather thanibhg helped to
experience their personhood in an authentic andccete way.
Alienation is found also in work when it is orgasdzso as to
ensure maximum returns and profits with no conoghether

the worker, through his own labour, grows or dishmes as a
person, either through increased sharing in a gealy

supportive community or through increased isolatiora maze
of relationships marked by destructive competitgsn and
estrangement, in which he is considered only a na@ahnot an
end (CA, n. 41)

Pope John Paul Il clearly expressed a total rgjeatf Eastern planning economies
and communist dictatorships, while more softlyicising the Western system of the
free market economy and political democracy, butéxer expressed a preference for a
political and economic system because, in his opinCatholic social doctrings'not a

‘third way’ ... it constitutes a category of its WA, n. 41). In fact, his trouble is in
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the flourishing of the human capital of every pers®his basically depends on the
diffusion of anorderedconduct of a person’s life grounded on the un-cduae value of

the human person and supported by the friendshtp @hrist risen again.

3. Human Capital in the American Neo-Conservative ool

The Catholic Neo-Conservative school has promote@a@nomic approach aimed at
developing a partnership between Catholic ethicktha free market (Novak, 1993) in

an attempt to develop Pope John Paul II's pronauece:

It would appear that, on the level of individualtioas and of
international relations, the “free market” is the ast efficient
instrument for utilizing resources and effectivedgponding to
needs. But this is true only for those needs whreh"solvent",
insofar as they are endowed with purchasing povaed for
those resources which are "marketable", insofartlasy are
capable of obtaining a satisfactory price. But theare many
human needs which find no place on the markes H Btrict
duty of justice and truth not to allow fundamertiaman needs
to remain unsatisfied, and not to allow those buete by such
needs to perish. It is also necessary to help timesely people
to acquire expertise, to enter the circle of exadgnand to
develop their skills in order to make the best waetheir
capacities and resources. Even prior to the logfcaofair
exchange of goods and the forms of justice appatgrio it,
there exists “something which is due to man becauseis
man”, by reason of his lofty dignity. Inseparableor that

required "something" is the possibility to survigad, at the
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same time, to make an active contribution to th@mmon good
of humanity(CA, n. 34).

However, the Catholic American Neo-Conservativeostiwas born as a current
branching of the bigger Neo-Conservative intellatttmovement promoted in the
Sixties by Irving Kristot®® (1957). This Jewish scholar argued (1972) thatdrumalues
deriving from Biblical anthropologycould never be connected to leftist ideologies
(Gerson, 1996). In fact, for Kristol (1995), evesgcialist thought basically wants to
build a perfectly equal community. But this constructivist dream is never realisable
because society is constituted of human personsewxtixise an unpredictable freedom
in making their choices, as the Austrian schookobnomics had clearly just proved.
Therefore, the only solution for attaining a jusbeomic and political system is a
cultured civilization(Niebhur, 1944). Only those who are educated engractice of
ethical virtues can transform a free social contetd a morally good one. It was along
these lines that Fr Richard Neuh¥Qs a Protestant priest who converted to
Catholicism, wrote a column for many years calf€de Naked Public Square: Religion
and Democracy in America” in the revidwirst Things He explained that the American
constitutional right to thesearch for happinestad to be made in reference to an
integral conception of the human being, including his ielig sense (Gaustad,
Schmidt, 1974). Neuhaus identified the real andpdeenfront between people of
different faith as the proper instrument of theqadal development of society from all
points of view (Felice, 2005). This dialogue had aply to deal with abstract themes

but it also had to take place with regard to ethipalitical and economic topics.

%8 |rving Kristol (1920—2009) was the founder of themerican Enterprise Institute in Washington D.C.
%9 As a consequence, Kristol abandoned the Demodratity which he belonged to and founded the
think-thank called thémerican Enterprise Institute@ Washington DC, which would become the cultural
staff of Ronald Reagan’s presidency. The same &hamas operated by Michael Novak, Gertrude
Himmelfarb, Daniels Bell, Norman Podhoretz, MidgecEer and Moynihan Daneels. We must underline
that Novak's decisions are particularly important the Catholic cultural world. In fact, American
Catholics were usually supporters of the DemocrBaéecty because they were often immigrants who
viewed in the message of social equality the pdigibf their human liberation. But Novak arguduat

the non-negotiable valuesf the Christian faith can be better defendedHgyRepublican Party than the
Democratic one (Montanari, Sandona, 2010).

%0 Richard Neuhaus (1936-2009)
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Finally, we may say that, in developing their framoek, the Catholic Neo-Conservative
school have tried to combine the insights of thiské&e Jacques Maritain (1944) and
John Courtney Murray S.J. (1960), representing amist philosophical approach

regarding the relation between Catholicism, denmycend a free enterprise economy,
with those of figures like Alexis de Tocqueville835-1840), Ludwig von Mises (1927)

and Friederick von Hayek’s (1960) on the ethicainfdation of liberalism.

Michael Harrington, a socialist thinker, ironicaltiescribed the Kristol's group of
intellectuals as “Neo-Conservative” to distinguistirom Russell Kirk’$® traditional
conservative one (Respinti, 2010). However, as Kdas explained (2003), the Neo-
Conservatorism was identifiable for the Biblicahception of human nature but not for
its religious background, because there are Jewtholics and Protestant members.
American Neo-Conservative scholars promoted a wisib economics where human
beings arereative free andresponsiblgoersons in a free social context. In this view, as
Novak stated in his 199Business as a Callindqquman capital is substantially based on:

i - The practice ofcivic virtues such as honesty, kindness, punctuality,
worthiness, trust, austerity, generosity, simpficgifts;

il - The valorisation of themind’s capacitiessuch as the capacity of creation,
improvement, and innovation;

iii - The fulfilment of aworking vocatiorthat everyone understands as being apt
for his historical socio-economic conditions and tpersonal features and
interests.

This approach tries to unify the economic efficien€ liberalisma la von Hayeland
the respect of human dignity of the Biblical tramlt George Weigel —official
biographer (1999) of Pope John Paul Il and onehefrost prestigious exponents of
this school of thought— synthesized (1994) the hgvef the American Neo-
Conservative movement in the re-discovery of thastitutive connection between
Christianity and Judaism, the sustainment of puddicfrontation of cultural traditions

in public sphere, the banning of any form of almortithe valorisation of the welfare

%1 Russell Kirk (1918-1994)
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society system and the defence of the Catholicvjasttraditiori®2 On the other hand,
the topic of human capital was significantly deysd by Novak, who was in favour of
capitalism and at the same time adopted the cormfeperson and the paradigm of
analysis of “homo agens”. He developed the arguatiems of Maritain’'s 1944
Christianity and Democracgnd of John Courtney Murray S.J.’s 198@ Hold these
Truths,where the political and economic experience ofUlsA are positively judged.
In the USA, many Americans and many immigrants héuend a good job, have
received good wages, have got on with their car@edshave also been able to cultivate
the spiritual aspectof their life. This fact thus inspired Novak’s D& ork calledThe
Spirit of Democratic Capitalispwhich marks the history of economics and political
philosophy (Reale, Antiseri, 2002, p. 865-870). djethe author introduced an
architecture of society structured according toghacipal ofrealism Novak rejected
any illusory utopia of constructivist and perfeaist systems by preferring to divide
social life into three spheres:

i - Capitalismas a social market where entrepreneurship is Eted: This is

connected to the persorésonomic freedom

il - Democracyas a series of procedures directed to guarantéeights and

duties. This is connected to a persquositical freedom

iii - The moral—cultural consensuamong the set of values which might

animate all human behaviours in society. This ianezted to a person’s

cultural andreligious freedom

This last competent has always been indicated byakl@s the hub of the whole

system because the religious, moral and ethicalegatliffused in the population shape
the informal rules of commercial trade. Neverthgldéke coincidence between Jewish,
Protestant and Catholic values is not so obvious.khbw that Catholicism contrasts
with Judaism in its belief of God’s incarnationtire figure of Christ, which reveals the

meaning of the Scriptures, and with Protestantigmitie belief that the Church is the

%2 The 2003 American military attack against Iraq®gorge Washington Bush was strongly criticised
by Pope John Paul Il. In our opinion, this fact kshanged the good political relationship between th
United States and the Catholic Church that was Ina@stablished by Ronald Reagan’s presidency and
has implied the reduction of American intellectuaisluence in the determination of the Church’s
cultural positions.
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place where Christ is alive and the Pope is hiarvi€hese differences adecisivefor

understanding that Catholic moral and ethical valaee founded on a Christocentric
vision of reality (Moioli, 1978). In other words,emvant to affirm that there are many
common values between Catholicism and Judaism atlklolicism and Protestantism
but we cannot risk confusing the distinct profilek the three religions. Secondly,
Novak’s proposal lacks valorisation of teecial aspect®f a person’s nature. Novak
has not strongly praised the role of intermediatdids in the integral upbringing of
persons. This hides an individualist version ofspealism according to which a person
participates in the community for some type of praind thus achieves from the
community what she wants. Instead, experience prtha the input of a person into a
community is usually for self-interest or self-atition —as Novak argues— but within
the community a person can change her purposesaapday, does not only influence

the community’s decisions but her behaviour is afloenced by community.

4. Human Capital in the American Personalist School
This American Catholic personalist school was horthe sixties but mainly developed
during John Paul II's papacy as an attempt to impl& the dramatic (not tragic)
anthropology of human life in economics (Danne20 These economists are usually
members of the “Association for Social Economica awriters in the “Review for
Social Economics”, the “Forum for Social Economiesid, more recently, the “Journal
of Markets and Morality”. They proposed an origieabnomic theory grounded on the
anthropological paradigm of the “acting person”thifi this school of thought, we can
distinguish the senior partners of Peter DaffieEdward O’Boyle and William Waters
from scholars who have mixed this approach wittersthsuch as Father Robert Sirico,
John Davis and Daniel Firf#1.

However, Danner was somehow the founder becaupatierward (1980) the basis
for an economic pattern as an alternative to miaast as well as to traditional Catholic

personalism. The difference to the mainstream laythe adoption of the concept of

33 peter Danner (1921-2008)
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person and the paradigm of “homo acting” than retspely that of individual and of
“homo economicus”, while the difference to tradi@ Catholic personalism consists in
the approach being more focused on the persooial dimensiorof managing their
economic meari® to obtain her purposes than on the orientatiorcahmunity’s
policy for attaining the common good (Waters, 19&3bviously, Danner agreed with
traditional Catholic personalism and Catholic sbdeactrine regarding thentegral
anthropological conception of the human being asea, responsible and creative
person, but emphasized the character of the ecaraynamismof human actions. As
Pope John Paul Il stressed that the journey of tmaards the meeting with the truth of
Christ’s person was possible through the Thomitgttits' method of exploring existing
reality as well as through the phenomenologicalnatic” method of knowing the
essence of facts which occur, likewise Dannerragnl:

Individual values are also dynamic in that they amat only
“norms” for judging the goodness of an object ..utb

“purposes” and “goals” for overt action (1974, p. 22-23)

For American personalist school economics is thualae-landedscience and a set
of normative indications. The framework of referens constituted by the application
of the ‘moral virtues of moderation, justice and lbW@®anner, 1961, p. 101). This
pattern was practically applied by O’Boyle to tlpit of human capital. On April3
2009 he was invited to thetudium Generale Marcianuof Venice and dedicated an
entire lecture to “The Acting Person and Person@epital”. O’'Boyle explained that
three types of human action exist:

%4 \We can more precisely affirm that Sirico also geaithe Neo-Conservative perspective, Davis is more
careful in destroying the “homo economicus” paradithan to assume another paradigm, and Finn
maintains an Aristotelian-Thomist approach.

%55 Danner in the analysis of moral action used a oyt self-referentiality.
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I - The first level refers to human action realizesl an exercise of human
physical liberty It deals with survival actions that animals césoaarry out,
such as to eat something that is available and toetire hungry person (or
animal);

ii - The second level refers to human action realias an exercise of human
intentional liberty It deals with actions that require the employmeht
morally acceptable means for achieving a desidere such as to send a
curriculum vitae to the human resources officesrofs to find a job;

iii - The third level refers to human action realizas an exercise of human
participative liberty It deals with actions associated with self-deteation
that makes one a better person, such as to speadspieaking with the other
members of the family exclusively because this poed moral good in the

person.

As a consequence of this, O’Boyle stated:

As long as a child acts only at the first or secoenkl, he/she
remains an “innocent” person. Once he/she begirtthgat the
third-level that child becomes a “person in action’” The child
may become an evil person or a good person accgrairhow
he/she acts in a lifetime. The child becomes ahparson by
embracing vices (bad habits such as acting unjuslting
maliciously), a good person by acquiring virtue®dd habits
such as acting courageously, acting justly). Pehemd can be
affrmed or denied, granted or taken away, condiilo or
unconditional. By representing the economic agerg a
instrumentality, as a means to an end with a furefgal worth
that derives from the contribution made to econoafiairs,
mainstream economics in effect makes the personbbdbe

economic agent conditional ... Personalist econgrmsists that
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every human being is endowed with a sacred digi#y is
separate and distinct from his/her instrumentaléydignity that
cannot be denied, taken away, or rendered subotdirta
instrumental value. The personhood of the econagent is
unconditional (2009, p. 2-3)

The personalist idea of human capital developed@esi’'s concept of “educazione”
by outlining the importance of metaphysical ackremgment of human dignity for the
wide diffusion of the practice of good habits amdccvirtues in political and economic
affairs. Nevertheless, we can affirm that O’Boyledpproach (1996) is more
microeconomic than Genovesi’'s one because the fobwkeves that every person
chooses to act either virtuously or viciously, wees the latter holds that the influence
of cultural values of the social community are adtndecisive for every person’s
behaviour. Secondly, O’'Boyle’s approach (1998)esteed on the concept of a person’s

self-control On purpose, he affirmed:

No employer wants a worker who cannot limit hisnkimg
(overindulgence) or one who steals (takes too munb) one
wants to work for an employer who sweats his lal{pays too
little) or with others who shirk their responsiliéis (do too
little). No consumer respects a merchant who dsddifedy
misrepresents the quality of the goods for salee@itoo little)
or does not fully disclose interest charges on itredrchase
(takes too much). No merchant wants a customer prbmise
to pay the balance owed later but doesn't follovotigh (takes
too much) or who insists on being served beforeyene else
(demands too much) ... In general, employers prigtediligent

worker to the lazy worker, the stand-up guy to wienper.
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Buyers favour the merchant who is always honesh®owho is
devious, the merchant who gives sound advice to e
simply doesn’t know his/her product line or worsd gheats
his/her customers. These preferences are expreasddthe
personalist capital of a specific economic agentewarded
(imperfectly because economic agents are not peffaman
persons) through routine exchanges in the produetrket
where price, quality, and terms of service aftee sale are
determined and in the resource market where ressuprices
including wages are determined along with hoursvofk and

working conditions(2009, p. 4-5)

Secondly, for O’'Boyle, human capital is accumulabgdgood actions as material
capital is accumulated by the sum of productivemsehut the former cannot be judged
through instruments of economic analysis used Her latter. Human capital is not a
transferablestock of wealth because it is not something distand separate from its
owner. The virtues of justice, moderation, benefoge courage and spirit of creation
are basically related to the nature and upbringingvery person (Ratnapala, 2006). In
fact, human capital is embedded in every humangbaimd cannot thus be sold or
bought to the point that if we want to benefit frame’s human capital we must employ
him in our firm. Finally, O'Boyle rejected Beckeratempt (1996) of improving his
famous microeconomic model grounded on a utilit)kmmgsation function by including
the personal habits and addictions, peer presparental influences on the tastes of
children, advertising, love and sympathy and sthfd®’Boyle explained that Becker’s
anthropology exclusively contains actions of the first and second levelisTis
confirmed by the fact that Becker has continueds® the concept of the individual and
the paradigm of “homo economicus” as well as toyddre relevance of theelf-
determinationcapacity in a person’s actions that characterizendmu participative

liberty (action of the third level). The point, @Boyle’s view, is that
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as with all mainstreams economists, Becker in e &sserts
that an economy functions best when it maximizbty wivhen it
achieves Pareto optimality. Libertarians are likédyargue that
an economy functions best when it maximizes huneaadm.
Personalist economics, in contrast, claims that esonomy
functions best when it maximizes personalist chphareby
enhancing a human being as a human person and ragdbat
person more effective and more highly valued ag@nomic
agent (2009, p. 7)

5. Human Capital in the Italian School of Civil Ecanomy

The Italian school of civil economy elaborated aught that shifts the intellectual
horizon of economic theory away from the mainstrdaerature by arguing for the
interactive feature of human rationality and thealue-landed epistemology of
economics. In fact, these scholars have developée@etical and empirical pattern
which connects intellectual sources in economiaditips and morality. The Italian
school of civil economy is basically related to #estotelian-Thomist organic vision
of society and to the Humanist tradition —espegiail the late medieval and early
Renaissance periods in ltaly— of the dynamism ofil csociety and economic
institutions. However, we can more recently fince tekame framework of social
engagement in the charisma of the Focolarini mowven@hiara Lubicf® the founder
of this Catholic group in 1943, proposed a journe€hristian experience grounded on
the ecumenical unity between believers and unbaigeuf diverse generations, cultures
and faiths. From this perspective, the human conityiplays a fundamental role in the
flourishing of every person’s human capifal

3% Chiara Lubich (1920—2008)

%7 This was the reason as around the Focolarini menéimave been formed many social realities, such
as the “Citta Nuova” publisher, the internationaltagral centre of Loppiano, the experiences of the
“economy of communion” and of the “internationabperation for unity.”
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The civil economy etymologically derives from thatin civitas which is the
translation of the Greegholis. As these authors pointed out, happiness ratlaer dklity
deserves to be the focus of an economic discowmseh claims to be scientific because
happiness is the main determinant of human motimatihey argued that happiness
must necessarily be public because the peopleiipeeaof civic virtues constitutes the
preconditions for it. Indeed, Richard Easteffinempirically proved (1974) that the
person’s happiness grows in relation to the gravfithe person’s income until a certain
point and then paradoxically diminishes. This desti@tes that a person’s happiness
has some individual aspects related to the amaduimcome received as well as some
social aspects related to the performance of sowahs and conventions and to the
cultivation of human relations. Consequently, happs cannot be measured through
the paradigm of utility, which indicates the rebatibetween a man and a thing, but
needs a wide paradigm of satisfaction, which dbsesrwhether and how commodities
get transformed into personal well-being. This |z@tadigm also takes account of non-
tuistic behaviours which provide immaterial perddmappiness, such as tfraternity

andvoluntarismtestified by the positive experiences of the tluirdon-profit sector

However, this school of thought found a systemaltiernative outlook on economics
in the 2004 bookeconomia Civile. Efficienza, Equita, Felicita Pulgil of Bruni and
Zamagni®. Here, the authors illustrated a society wherecargile exchange, equity of
redistribution, and free and trustworthy reciprgcitan coexist efficiently. The
economic literature usually separates the commeam@ions from the social ones, by
referring to the former as instrumental relationsichi are substantially broken in the
moment of exchange of equivalents (principle ofiegjence) and to the latter as the
civil relations which are characterized lbgoperation(principle of proportionality).
Zamagni thus distinguished between markétsla Darwin based on positional
competition and on the Shermin Ro$&super-star effect and civil markets whetiee*

distances of economic agents tend to be redu@a07, p. 24). In fact, utilitarianism,

%8 Richard Easterlin (1924-)

%9 This book has been translated into EnglishGigil Economy: Efficiency, Equity, and Public
Happiness

370 Shermin Rose (1938-2001)
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positivism and consumerism have historically praekhe end ofcivic humanism

whose special feature was

the profound unity between “caritas” and the econpimetween
gift and contract in those experiences near the dmarket¥*
(Bruni, Zamagni, 2004, p. 32).

As a result, the anonymous and impersonal markatiésy” was replaced by the
person-centred pre-modern “community”. Civic hunsamiwas not only a theory but
also a common practice. It is sufficient to mentibeMontes PietatisThese old credit
institutes did not work in the logic of monetarycémtives but in a perspective
characterized by reputation, trust, solidarity d&adizontal subsidiarity (Ferlito, 2009).
The cultural substratum of these institutions wasstituted by Christiameciprocity
(Bruni L., 2008). This principle was somehow misge@urrent economics by causing
the undervaluation of the importancerefational goodsfor a person’s happiness and

human capital flourishing (Gui, Sudgen, 2005). Regity implies

a series of bi-directional transactions, which aae the same
time independent and connected among fen{Bruni,
Zamagni, 2004, p. 166).

Consequently, reciprocity possesses a charactérapsitivity and thus normally
almost provides a triadic pattern: I, you and ttleen Society survives and improves if
reciprocity, which is buried in the heart of evéyman being, is unearthed and made to

work (Bruni L., 2006). Irrational ignorance and fean prevent that from happening.

"1 The original Italian quotation isL4 profonda unita tra la “caritas” e I'economia, @il dono e il
contratto in quelle esperienze di quasi-mercato
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Anyway, on this point the Italian school of civiceahomy emphasized the role of a
person’s human capital of rationally acting accogdher real nature of social being
(Bruni L., 2007). In other words, for Bruni and Zagmi an integral upbringing of a

person involves the practical learning of behasafrreciprocity.

6. Human Capital in Pope Benedict XVI

It is universally recognized that Joseph Ratzingerone of the most important
systematic (not moral) theologians in the Churdw'story. But, as he himself has
confessed (2000, p. 17), he is not a profession@ére in Catholic social doctrine (Finn
2009a, p. 1) but in the questions of the Trinityhri€tology, Holy Scripture and
Ecclesiology. Therefore, in the economic sectioharitas in Veritate(2009), the
influence of the Italian school of civil economydlear. But that does not mean that the
Pontiff was forced to affirm that which he did ma&nt to affirm, all the more so if one

knows Pope Benedict’'s moral stature and sensespbrsibility (Finn, 2010a, p. 2-3).

In any case, we can affirm that Pope Benedict X&thaded, in an insuperable way,
the notion of Christian anthropology in the introtian of his social encyclical. Here,
he explained the divine natureadritas This word indicates the real love that does not
have a sentimental character but comes objectifrelyn divine grace, a free and
gratuitous gift of the Creator to his creature imri€t’s incarnation. Human persons can
only love others as a reflexive consequence of &tmie towards them (CV, 1-9). In
Michael Novak’'s view (2009), this reflection meatisat gratuitousness should be
represented by the attitude of the human soul wighiery activity. In this way it is
possible to understand that human merits and huwages have to be rewarded as well
as entrepreneurial profit legitimated (CV, 47). ldkwespecially liked Pope Ratzinger’s
stress on the decisive contribution of the substgli@rinciple in order to create a just

economic order, as is elucidated in Benedict X¢tsement below:

32 The original Italian quotation is Una serie di transazioni bi-direzionali, che sono
contemporaneamente indipendenti e interconnesderiod
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A particular manifestation of charity and a guidingterion for

fraternal cooperation between believers and no dwelis is
undoubtedly the “principle of subsidiarity”, an esgssion of
inalienable human freedom. Subsidiarity is firstdonremost a
form of assistance to the human person via the remmy of
intermediate bodies. Such assistance is offeredhwitkviduals
or groups are unable to accomplish something oir then, and

it is always designed to achieve their emancipatimerause it
fosters freedom and participation through the agstion of

responsibility. Subsidiarity respects personal dgn by

recognizing in the person a subject who is alwaggable of
giving something to others. By considering recigso@s the
heart of what it is to be a human being, subsidyais the most
effective antidote against any form of all-enconspas welfare
state. It is able to take account both of the nwdirticulation

of plans —and therefore of the plurality of subgectis well as
the coordination of those plans. Hence the prirecipbf

subsidiarity is particularly well-suited to managin
globalization and directing it towards authentic rhan

development(CV, n. 57)

Pope Benedict XVI re-discovered the richness ofatecept of the human integral
development of every person and every communitghviaias introduced into Catholic
social doctrine by Pope Paul VI Ropulorum Progressi¢1967). InCaritas in Veritate
we can find some concrete applications of humaegnal development, such as the
cultural explanation of reasons for the banningy type of abortion and unnatural
family planning (CV, 28); the establishment of tbennection between freedom of

religion and economic development (CV, 29); thetausment of the constitutive and
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unavoidable link between ethics and the econom@atand political system (CV, 34);
the proposal of the creation of a world politicaltreority; the endorsement of a new
type of enterprise having some characteristicgafitpnaking and some other aspect of
non-profit (CV, 37); the adoption of “communion @conies” on a large scale and the
inducement to back the Third World’s development'dpyotas of gratuitousness” (CV,
39); and the centrality and the integrity of thenily founded on marriage between a
man and a woman (CV, 44). However Garitas in Veritatewe can also identify some
points strictly related to Pope John Paul II's paaism. For instance, Pope Benedict

XVI referred to a person’s human capital by stating

“Justice must be applied to every phase of econ@uivity”,
because this is always concerned with man and bisds
Locating resources, financing, production, consuarptind all
the other phases in the economic cycle inevitalalyehmoral
implications. “Thus every economic decision has arah

consequence.[CV, n. 37)

And some successive paragraphs continued:

Business activity has a human significance, prior its

professional one. It is present in all work, undecsl as a
personal action, an “actus personae”, which is whyery

worker should have the chance to make his conidbut
knowing that in some way “he is working ‘for hinfsél(CV, n.

41)
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As a consequence of this work, we do not agree thidke scholars who have argued
that a shift has occurred between the social thoafjPope John Paul Il and of Pope
Benedict XVI (Weigel, 2009), such as the favourtteé former for capitalism and the
preference of the second for a “third way” systeuuked on state intervention and
third-sector centrality. In fact, they draw fronetencyclical text of the two Popes one
or two lines and read them outside the context e/ieey are inserted. If we use this
method we can also demonstrate that Pope JohnlIRea$ against capitalism because
he had advised that the adoption of the free magkehomy contained the risk of
reducing the human persons so as to make them“exighe same level as the whole
complex of the material means of productifE, n. 7) while Pope Benedict XVI is
contrary to distributive justice because he elinedahe formula of social justice with
“a preferential option for the poor” iGaritas et Veritate However, no one can judge
Catholic social doctrine and, in general, the Chisgr¢eaching using the conflicting
categories of politics or economics. For every Pibjgee is comprehensive integration
among thesalvationderiving from Christ’s incarnation and resurrestiand all issues
of human life, such as procreation, biomedical @iscies, work, leisure, production,
consumption, justice, and safety of the environmdiiat means that Christian life
touches all dimensions of reality (individual, sdciand institutional) and that
development has not only an economic aspect, bubial one too. Pope Benedict
clearly explained the impossibility of dividing ham life into separate pieces, because
human nature originally has, as well as the wholereated nature, a unitary character
and a “grammar’ which sets forth ends and criteria for vigse use, not its reckless
exploitatiori (CV, n. 48). In this regard, we approve the pregloof Pope Benedict’s
view of human capital according to the natural-famdition but in a new “dynamic”
modality. As Thomas taught, an internal logic exisiside natural structures from
which one could discover principles for proper @ctand, as Wojtyta taught, the person

meets the deep truth contained inside reality egl§rcarrying out “proper action”.
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7. Conclusions

Human capital in the last twenty years of histofy Gatholic social thought has
maintained ajualitative profile. In fact, human dignity is ontologicallpn-reducible to
any type of calculation because it is a featurbedhg a person and not of her having or
making. From this perspective we can argue thatity of analysis among Pope John
Paul 1l, the American Catholic Neo-Conservative cgth the American Personalist
school, the Italian school of civil economy and e&enedict XVI exists. However, we
do not intend to neglect their differences, whiomstimes are very deep. On the one
hand, we can distinguish between Novak’s and Waiggldorsement of a free market
economy that is ethically founded where persuvingiously act on the other hand,
Danner’s and O’Boyle microeconomic stress onrttegality of human behaviours from
the perspective of a person’s self-determination, ia another, Bruni’'s and Zamagni’'s
maintaining of a person’s practice kdciprocity in a social context characterized by
trust, spirit of community, fraternity and coopépat Secondly, we can distinguish
between an economic thought of Pope John PaulHf wonfirms the statement of
tradition of the Church’s social teachings anchatdame time originally emphasizes the
strict correlation between humé&medomand humamesponsibilityin the moment of a
person’s action and a thought of Pope Benedict X¥o particularly re-discovers the
Thomist tradition of thanoral natural lawof Social Catholicism and the concept of
human integral developmenif Pope Paul VI, and gives them a perspective of

evolutionary economics through the valorisatiofPope John Paul II'sersonalism

285



An Economic Personalist Perspective on Human Capital: A Compared Anthropological Interpretation

286



An Economic Personalist Perspective on Human Capital: A Compared Anthropological Interpretation

Conclusioni

Il nostro lavoro € stato scritto seguendo una literalenzialmenteronologicadelle
scuole di pensiero che hanno esaminato la temdgiceapitale umano. A salvaguardia
di questo criterio storico abbiamo sempre indicagb testo principale la data della
prima edizionedelle opere menzionate, mentre in bibliografiaiaimo precisato quale
edizione abbiamo personalmente avuto modo di ctarsulTuttavia, abbiamo derogato
a questa regola per non incorreresatti logici in relazione al personalismo economico
e agli approcci alternativi al marginalismo. Siceonabbiamo gia redatto una
conclusione sintetica per ogni capitolo della tesparte quello costituito da un solo
paragrafo riguardante il marxismo, terminiamo adegs®n unatassonomiaper

comparare piu nella sostanza le differenti coneceaatropologiche analizzate.

Le prime categorie contrapposte di riferimento aiglano la definizione di
educazionefornita dagli autori. Possiamo distinguere traidea di capitale umano

come:

1) stock di conoscenze tecnico-operativacquisibili dall'uomo tramite
I'istruzione e la formazione professione;

2) educazione integraledel’'uomo intesa sia come insieme (non stock
accumulativo) di conoscenze tecnico-operative cbmec introduzione a un
significato metafisico della realta in base al quakoggetto umano identifica la

vita buonaper sé e per l'intera comunita cui appartiene.

A grandi linee possiamo affermare che la prima zZoce di educazione e tipica
della cultura anglosassonéBlaug, 1966a). Tanto e vero che negli scrittireguici in
lingua inglese abbiamo trovato alquanto raramérnieemine “upbringing” che definisce
la seconda accezione del concetto di capitale umde resto, una visione
dell’educazione esclusivamente in termini di isione e di formazione professionale si
addice maggiormente a una filosofia socialdividualista (Smith, 1759) e a uno
schema di valutazione delle decisioni di tigditarista (Bentham, 1789). Smith € noto
per essere il “padre dell’economia” perché, comigiaaho visto, formula per primo il
paradigma dell’*homo oeconomicus”. In questa prtsge ripresa dai marginalisti
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by

inglesi Jevons (1871), Sidgwick (1883) e MarshaB90), I'essere umano é inteso
come un soggetto privo di emozioni, sentimentipria¢ perfettamente razionale nella
determinazione delle sue scelte. Fuor di metairaatta di unndividuo umano, cioé
di un esemplare della “razza umana”, che, pur elssdntato di caratteristiche proprie,
risponde a determinati stimoli ed incentesattamentenello stesso modo degli altri
uomini. In pratica la scuola classica inglese (8mit759) introduce un individuo
standard “programmato” sul criterio di scelta della masgmazione della sua
“approbatiori, cioe il piacere di essere invidiato. Attravergoesto modello-tipo
possiamo prevedere e comprendere i comportamendittdigli altri individui. Questa
concezione di capitale umano viene approssimatingantormalizzata da Chadwick
(1862) mentre raggiunge il suo apice nella teoraematico-statistica della scuola di
Chicago (Mincer, 1958; Schultz 1961a and 1961b;kBecl964). D’altra parte, ci €
noto che ogni generalizzazione € fuorviante. Ipfats. Mill € un importante classico
inglese che ha teorizzato (1848) una configurazideléeconomia come ramo delle
scienze sociali in una visionmitaria con la politica, la sociologia, la filosofia. Irid,

ha sostenuto (1859a) I'importanza di una formaziom&nistica del soggetto umano
attraverso, per esempio, lo studio della filosadigl)a letteratura e delle lingue straniere.
J.S. Mill si avvicina (1859b and 1863), dunquea albncezione antropologiaategrale
contenuta negli scritti dei classici italiani, degctonomisti personalisti e dei Papi.
Nonostante il fatto che i classici italiani promaowo una economia civile influenzata
dal pensiero illuminista mentre i personalistifapi sviluppino un’economia sociale di
orientamento aristotelico-tomista, per tutti, all@idelle sfumature, I'essere umano é
una persona unica, irripetibile, inalienabile, ontologicamenteompleta (Scola,
Marengo, Prades Lépez, 2000). La persona, indtrdotata di liberta e creativita, e
influenzata da emozioni, sentimenti, valori, ideakperienze religiose ed & capace di
dar conto responsabilmente delle proprie azioncolcetto di persona implica una
naturarelazionaleche si esplica sia nel rapporto del soggetto untmDio sia nel
rapporto sociale con gli altri membri dei corpienhedi sia della societa intera (Donati,
2009). Di conseguenza, nella prospettiva persdaalisparadigma di analisi diviene
I homo socio-oeconomicus et agend ’'aggettivo “socio-oeconomicis € di

derivazione scolastica e sottolinea l'influenzaed®inata dalla natura relazionale della
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persona nel suo modo di agire mentre I'aggettagehs € di derivazione marginalista
austriaca e indica il fatto che attraverso i gesti’esercizio della propria liberta la
persona esprime la sua essenza (Sirico, 1998helndion il personalismo economico il
criterio di determinazione delle scelte personatioenunitarie si basa sulla filosofia
aristotelico-tomista che canalizza le azioni di wym verso ilbene comungSolari,
2007).

Le seconde categorie contrapposte di riferimergoardano ldinalizzazionedella
crescita del capitale umano. Possiamo distinguanert orientamento dello sviluppo del

capitale umano della popolazione come:

1) strumentadi controllo sociale

2) fattoredi sviluppo organicalella societa;

La prima configurazione € ben presente in Smith7§)7che esorta a diffondere
I'educazione in tutti gli strati sociali per evigatumulti e ribellioni della popolazione.
Questi e a conoscenza del fatto che l'istruziomelega i lavoratori piu consapevoli del
loro ruolo nel processo produttivo e, quindi, ligpa far divenire piu risoluti in fase di
contrattazione lavorativa, ma pensava che allosstésmpo l'istruzione li rendesse
capaci di agire in modo piu ponderato e prudentaud@ 1066b). Da parte sua, Ricardo
individua (1817) nellistruzione un fattore utileeipallocare e distribuire le risorse
economiche tra le popolazioni. Infine, Malthusenmte (1830) che 'educazione sia uno
strumento per diffondere i metodi riguardanti ilntmllo demografico. Nella stessa
direzione si collocano riguardo a questo aspetteaginomisti classici liberali francesi e
i marginalisti austriaci. Essi sostengono la pibflta del capitalismoe dell’economia
di mercato akocialismoe all’economia pianificata. Partendo da un deitbagdéi fattori
psicologici e sociologici del capitale umano (vomyledk, 1952b) di ogni soggetto
umano in azione mediante un’analisi prasseologicam (Mises, 1949), in particolare
dell'imprenditore (Say, 1803; Schumpeter, 1914%j demostrano che solo un sistema
economico libero e aperto garantisce benesserabditst sociale (von Hayek, 1960).
Ma professando il liberalismo, paradossalmenteteageno la controllabilita sociale
degli egoismidei singoli individui, poiché non associano alibefta economica la

responsabilita eticae morale di ogni azione (Rusconi, Monti, Alford, 2010). In
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proposito, il cardinal Pavan distingue (1947) trappieta privata @roprieta personale

e tra liberta economica e diritto allaerta di iniziativa economica personalBel resto,

la scuola classica italiana e il personalismo rastesagono mai lo sviluppo del capitale
umano per questioni di sicurezza sociale né dciefiza economica. Bensi la loro
preoccupazione € riposta nella volonta di crearéaromoniosa e interclassista
convivenza sociale basata sulfalucia, la reciprocita e il dono (Verri, 1763;
Lampertico, 1874; Vito, 1949). Per questo il cdpitamano € ritenuto pressoché
inscindibile dalcapitale sociale(Genovesi, 1765). L'uno e l'altro si completano e
integrano a vicenda poiché la persona & concepitee win essere contemporaneamente
individuale e sociale cosi come la societa e ao&itcontemporaneamente dal
protagonismo delle singole persone e da quello aepi intermedi. In questa
prospettiva si inserisce la promozione del bene urmnda parte dellégstituzioni
politiche, culturali e sociali affinché si diffoncheel popolo una cultura di valorizzazione
della pratica dell@irtu civicheispirate dai valori etici, morali e cristiani (Tiofo, 1898-

1913).

Le ultime due categorie contrapposte di riferimeriguardano la concezione di

capitale umano come:

1) investimentan risorse immateriali

2) interiorizzazionali valori etici e morali.

Fondamentalmente lo spartiacque pone, da una part@revalente letteratura
economica di matrice anglosassone e gli econorolsti hanno proposto i metodi
retrospettivi e prospettici di valutazione del ¢al@ umano e, dall'altra, la scuola
classica italiana, il personalismo, la Dottrina i8ecdella Chiesa e anche la scuola del
capabilities approach All'interno del primo gruppo possiamo distinguet&@ un
capitale umano inteso come un investimento a bwelacroeconomicqSolow, 1957,
1959, 1962; Denison, 1962; Aukrast, 1959; Arrong )% un altro considerato a livello
microeconomicqBecker, 1964; Lucas, 1988). In entrambi i fodustavia, la nozione
di investimento e applicata rigidamente mediantalitolo del’ammontare delle risorse
finanziarie impiegate in istruzione e formazion@fpssionale aumentato dal costo-

opportunita dei redditi che sarebbero stati petcepisi fosse lavorato, la suddivisione
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in quote di ammortamento del costo totale (congatido una certa vita utile), la stima
di un tasso di rendimento dell'investimento, e,ngiii la determinazione di un valore
attuale netto dellinvestimento effettuato. Questdl modello-base che puo essere
raffinato con altre variabili, come la possibiligercentuale che un individuo puo
statisticamente stimare circa il fatto di essex®\@ occupato quando raggiungera una
certa eta (Dublin, Lotka, 1930; Weisbroad, 1961)a,Mn ogni caso, cid che
concettualmente emerge e l'operazioneadsimilazionetra il capitale umano e |l
capitale materiale, tra 'uomo e la macchina. Iritesi, possiamo identificare un
approccio matematicamente meno elegante ma scataenite piu realista. | classici
italiani, i personalisti, la Dottrina Sociale deCChiesa e anche Sen (1997) ritengono che
investire in capitale umano sia diverso da investir capitale materiale perché la
qualificazione del primo, cioé il suo essere “unfaneanifica qualsiasi calcolo
previsionale (Danner, O’'Boyle, 1999). Infatti, l&rpona € sempre e comungue un
essere libero che viene influenzato da una mircdattori contingenti, emotivi, etici e
morali che rendono impossibile ipotizzare le fasi suo processo decisionale in una
precisa circostanza e, ancor di piu, lungo il codetia sua vita. Di conseguenza,
secondo questi autori cido che é importante nonné tdeconomicita del cammino
educativo del soggetto, ancorché non sia da trassuma il compimento della
vocazionecui il soggetto umano riconosce di essere chianmao dipanarsi delle
circostanze e dei fatti della sua vita (Papa PipQUadragesimo AnndNovak, 1966;
Papa Giovanni Paolo ILaborem ExercensSi capisce, pertanto, perché Vito sostenga
(1962) Iucidamente che accanto alla sempre piu nagat specializzazione
professionale occorrono sempre teaghi educativi (Papa Benedetto X\MTaritas in
Veritate in cui mantenere desta teomanda antropologicaul senso della realta e sul
significato della propria vita che inesorabilmeptaerge in ogni essere umano. Dalla
risposta a questo interrogativo esistenziale — nchia da Auguste Comté “la
domanda delle domande” — dipende, di fattantzdalita concretacon cui ogni uomo
affronta il lavoro, gli affetti e il riposo e conge cosi al conseguimento del bene
comune dell'intera famiglia umana (Tapparelli, 183® questo punto I'esperienza del
“centuplo” di chi segue Cristo (Mc 10, 29-30) iriteule vicende quotidiane testimonia

373 Auguste Comte (1798-1857).
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che le implicazioni dei dogmi di fedes6no come il sole; non si riesce a guardarvi
dentro, ma nella sua luce intravediamo tutto ilte#3"* (Chesterton, 1909: 28).

374 Citazione gia tradotta in italiano in (GuardinB85-1968: 93).
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Empirical Appendix

Preface

This empirical appendix is constituted by our paedacontribution to developing the
research project, “Venice Human Asset Index” (VerttAl), in which we participated
in 2009. The study of Venice HAI was promoted bg thnion of Entrepreneurs of
Venice and Treviso and the Catholic Patriarchatevehice while was concretely
realized by Enzo Rullani, tenure full professorkofowledge economics at “Venice
International University”, Ignazio Musu, tenure Ifpkofessor of political economy at
“Ca’ Foscari” University of Venice, Simone Flupeand Alessia Bastianello,
researchers of labour psychology at Padua Uniyefsébiano Longoni and the author
of this dissertation, respectively associate arsistt professor at “Studium Generale
Marcianum” of Venice, and many exponents of entsgsr of medium-small

dimensions as well as big ones.

In the project of Venice HAI we had analyzed theremmic situation of Northeast
Italy, particularly the productive provinces of iem and Treviso, in order to identify
the importance of human persons in the value ameatiynamic in the new global
context (Rullani, 2004a). However, this personarkvattempts to develop a Venice
HAI set of indexes with special referenceethical factorswhich determine the value

of human capital.

1. Introduction

In the global economic scenario, the rhythm of geaaf production systems is much
faster than in the past decades. As Joseph Stmlitied out inMaking Globalization
Work (2007), the new economy has provoked the podyibifior international
enterprises to exploit the remarkable asymmetriaeng nations concerning cost of
labour, level of taxation, and set of legislativerms (e.g., different approaches to
human rights and environmental pollution). In th@ntext, the qualitative surplus of
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workers’ human capital is one of the most relevsntrces of competitive advantage of
Western Europe and North America (Stewart, 199TaRi) 2004b).

As the production system of Northeast Italy hastgstorically based on féexible
specializationcharacterized by a low rate of knowledge, suchhassimple artisan
production of gymnastics shoes and hide clothegsiting resources in human capital
appears to be an urgent requirement. In fact, ¢baanics literature almost universally
recognizes that, in the present knowledge socibtyfactor that makes a difference in
attaining economic success is the endowment ofllectaal skills and practical

intelligence of human persons and the human comm(Rullani, 2008).

In the Venice HAI research, it was brought to onderstanding that thieaditional
identity in provinces of Venice and Treviso seems to hasenbtransmitted across
generations much more than elsewhere (Aa.Vv., 2008 substantially refer to the
“culture of work and sacrifice” derived from therpel of the free Republic of Venice
and the moral and ethical values grounded on aeteatve and popular Catholic faith
(Barni, 2009).

Nonetheless, it is necessary to concretely desuwriiz benefithiuman capital could
produce in an economic context characterized bggpi@usness, flexibility, uncertainty,
and globalization. Until the 80s, the enterprisegested money in acquiring new
machines; however, they started then to direct tiveancial efforts toward powering
the technical competencef their staff (human capital as creation capaciyd
developingcollaborative relationsvith partners (human capital as reciprocal truste
former affects a “technical intelligence” becauss related to learning and brainpower,
while the latter affects “fluent intelligence” as is connected to the capacity of
sociability and worthiness. However, the urgent ewgrment of human capital does
not regard only private economic activities. Intfdmiman persons mugirectly invest
resources of time and money for their educationteanding with the aim of increasing
their future wages (Baccini, Vasta, 2001). Polltigastitutions must improve their

cultural servicesfor stimulating reciprocal trust in society. Fdrese reasons, many
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economists have affirmed that this political-ecomprocess of valorisation of human
immaterial assets will lead to a “capitalism ofwetks” (Castells, Cardoso, 2005).

2. Theoretical Analysis of the Venice HAI

It is important to first clarify that the speculdtesceivers interested in the Venice HAI
research results are the main stakeholders of thehéastern industrial network:

syndicates of employees, financial analysts, firdnovestors, exponents of the social
community, authorities of the fiscal system andestéeaders of opinion movements,
clients, suppliers, competitors, boards of ceditfien, and internal and external auditing
staff. In fact, human capital constitutes an ecaaeality thatgoes besidéhe limits of

propriety.

Although this consideration is rather obvious ie firesent globalized economy, we
have experienced much difficulty in efficiently comanicating this concept to the
people of Northeast Italy whom we met. In this gepdical area, many people were
quite poor immediately after the Second World Wat they became rich during the
Italian economic boom of the 60s and 70s (Land®920This change constituted a
kind of unbelievable “American dream” for many simpNortheastern people.
However, this change even contributed to the difusof bad habits related to a
materialistic versiorof capitalism, such as excessive consumption ofnecodities and
services, widespread use of corruption for obtgrfavors, and a tacit justification of
all tools for creating wealth (including drugs tonk harder and sexual relations to get
ahead in one’s career). In addition, the rejectibmvesting resources in education and
culture increased because Northeastern people lysaaumulated more wealth by
applying their tacit knowledge in repetitively pamhing manual labour than by

exploiting their intellectual capacities (Gambasp2004).
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2.1 Point of Analysis of the Venice HAI

We have previously discussed the perspective ofcéddAl inquiry. Since we wished
to set forth interesting arguments for the so-dafitakeholders, we had to determine a
common point of examination. Therefore, in Venic&l ke distinguished between the
human capital of the entire organizatiare., human capital of employees, dngnan
capital of the entrepreneui.e., human capital of managers and owners. ohadr
concerns the culture of the organization and thedatity of making operative
procedures; the latter pertains to the capacitynofirishing social relations of
reciprocity within the business organization andeleping good ideas of innovation.
Obviously, the human capital of the entrepreneuwsr tha task of managing the human
capital of his collaborators in trying to attairetfirm’s objectives.Consequently, in
Venice HAI we became aware of the necessity of igiog to an entrepreneurseries

of indicatorsof measurement of human capital of the entire mmgdion, to enable him
to better control any situation and be well awdr¢he performances of every worker
and team. In this way, the entrepreneur can integeemd empower the human
capabilities of the firm’s staff and direct thenwerd the aims he wishes to reach. He
could improve routine activities, introduce new itsbperform internal processes, and
select the best external partners. In other wotlds, entrepreneur can ground his
decisions on a set of information related to presenl potential capacities of human
capital of his business organization.

In fact, a good entrepreneur in Europe or North Acaewould be aware that the
competitive advantage of his firm is significantielated to the capacity of
personalizing the service, responding rapidly to every buyerplementing new
technologies, and modifying the production in confity to new demand trends
(Plechero, Rullani, 2007). In the Venice HAI prdjewve focused on the principal
dimensions of the human capital of workezficiency flexibility, andcreativity. These
human capacities create economic value withoutimnegusignificant financial efforts
by the firm (Casanova, De Vita, 2007).
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2.2 The Economic Thought Beyond the Venice HAI
In economics, we usually conceive measurement asptbcess of homogenizing
different assets to a standard of comparison. Tinguat of money is conventionally the
measure of stock accumulation. Nevertheless, thogafity of analyzing economic
investments appears weak in front of the humanopé&performances. We know that
every worker’'s wage expresses the price of his @mimactivity, that isprice of work,
but does not indicate the value of the benefits liimeconomic activity generates, that
is, value of work On the other hand, all the instruments of measent for governing
the market economy have shown their structural wesd such as the stock exchange
guotations, indexes of risk rating, and discoumé.rdhey have created automatisms,
which generate arabstract and impersonal value in an attempt to translate the
complexity in calculable and programmableterms. On the other hand, Fordism and
Taylorism had tried to consider the labour, capigald commodities as products of a
repeatable knowledge. These systems of planningluptmn presupposed de-
personalizecconception of society based on a mechanical ralitgrwhose parameters
were the time of work and the value of materialitzdpln the 70s, the technological
introduction of increasing industrialization anck tlarger openness to foreign markets
convinced economists and entrepreneurs that thepleaity of societycannot be
compresse@Colander, 2000).

This change implied the passage from the focus atemal assets to that on
immaterial assets. The role of human capital eveeyer began to be emphasized as
pertaining to human capacity ehplementingtechnological innovations in processes
and promoting qualitative improvements in outpuiside a mutable context of market
(Shrader, Siegel, 2007). Next, human capital aeqguimportance for its ability to favor
the realization of useful circumstances for reatizséome operations, such as studying
psychological and sociological characteristics oteptial clients of the firm and
communicating to thermpersonalized message$ marketing for acclaiming the firms’
products (Finne, Gronroos, 2009). Finally, humapited emerged as thaexus of
creating networks of relations, which led the emise to improve its social
responsibility (Mio, 2005; Sacconi, 2005).
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On the other hand, the investment in human cagffatts the immaterial wealth of
the firm as well as that of the single worker. Taiger could develop the competencies
and skills and then use them for increasing higteezement opportunities in the labour
market. The risk that the worker will sell his/Hearning capacities to another firm
(possibly a competitor) represents an obstaclether firm’s investment. This fact
pushes the firms to apply foutsourcing entrepreneurs prefer to seek better qualified
human resources in the market instead of trainhgmt within their organization.
However, external firms that provide outsourcingvees are not always capable of
catering to the firm’s specific needs. Moreovegsth external firms can demand high
prices if playing in a monopolistic or oligopolistcenario.

2.3Methodological Imprinting of the Venice HAI
Human capital investment of any firm could be supgub by the state’s fiscal aids as
well as the European community’s social contribngioThe entrepreneurial institutions
might design a system of proposals aimed to cregtergies among firms that are
established in the same territorial area. Themnkinig may be in the logic dfistrict for
drawing economies of scale even with respect taléwelopment of immaterial assets.
“Capitalism of network” might be accompanied by retaknowledge in an economic
district. This should advantage any firm membehé responsible network has foreseen
some (explicit/tacit) rules against free rider babars (Mistri, Solari, 2003). In fact, the
point is anew cultureof making business. Although maintaining the aggilon of the
principle of free competition in a civil contextewnust abandon the idea of an isolated
and self-sufficient enterprise of the past in exgsafor embracing an idea of business
activity in teamsvivified by the spirit of cooperation and recipityc This idea can
bring about the necessary change.

It deals with a possible change. In fact, for exEnm the past, in Northeast Italy,
there existed the practice of keeping the firm’ddmt confidential; however, today, the
presentation of a firm’s financial performance lism@st always public in keeping with
the Anglo-Saxon tradition. This change promotechew business communication
capable of satisfying the needs of not only shddse but also stakeholders. Indeed,

we are living in the post-modern age where ICT qjinfation-communication-
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technology) affects every aspect of human life, siimes neglecting privacy. The
frequent use of social and information networksshsas Facebook and Twitter, by
many people influences even the contents and niiesalof people’s consumption
(Castells, 2009).

Consequently, in the Venice HAI, we distinguishaoni the macroeconomic
retrospective and prospective methods as wellaas the microeconomic setting based
on the criterion of rational choice. We preferreddevelop an inductive method of
human capital analysis from the firm’s viewpointe€Ce, Pisano, 1994). Within any
business organization, we identified amtellectual capital divided into structural
capital and human capital(Antonietti, 2007). The former indicates the kneudge
embodied inside ICT and computer based-machinedle vihe latter refers to the
business culture of the firm’s organization, thellskand practical knowledge of
employees and outsourced workers, and the entreyrencoordinating capacity for
solving problems and achieving objectives among staff. The point of our
examination thus has been to determine the valdeupnfan capital in relation to the
firm’s capacity of generating industrial profits.lthough we have agreed with the
perplexity of David Hum&> and Karl Poppéf® regarding the reliability of the
inductive method, we attempted to construcsyathetic setof indexes (efficiency,
flexibility, creativity) capable of giving value tthe firm’s human capital. Next, we
applied this set of indexes in some sample firnts\anified the possible combinations
between them. Obviously, we chose thesenple firmsaccording to the statistical
criteria of selection, for obtaining a good instemhof analysis of correlations between
the human capital quality and the firm’s functiapi(Ricolfi, 1997). The sample firms
are all localized in Northeast Italy, particulantythe provinces of Venice and Treviso.
They are: Gruppo SAE Srl, Umana Spa, AIVE Spa, flurl, Rossi Moda Spa,
Calzaturificio Ballin Srl, Thetis Spa, Venice Horfi®llection Srl, Tessuti Bevilacqua
Srl, Calzaturificio Gritti Srl, Incotex Spa, GasparSpa, Velo Spa, Goppion Caffe Spa,
Inglass Srl, Grafiche Antiga Spa, Pasta Zara Spa.

$™David Hume (1711-1776)
378 Karl Popper (1902—-1994)
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3. Empirical Analysis of the Venice HAI
The economics literature in the 60s saw the ememenf “Human Resources
Accounting.” Scholars started conceptualizing hunsapital models by focusing on
simulations related to the impact of human resairoa a firm’'s strategies and
performances (Giuliani, 2006). This fact constitlgesignificant novelty because after
the 60s, human capital became a topic of not oalitigal economy but alsbusiness
administration(Fitz-Enz, 2000).

3.1 Precedent Models of the Venice HAI

In the economics literature, as examined in therakmpart of our dissertation, the
attempts of measuring human capital were directedstimate thevalue of human
capital stock. On the contrary, in business litm@tthe models were directed to
determine theworkers’ contributionto the attainment of a firm’s objectives. In this
appendix, we are interested in the latter type lmzave conducted an empirical
analysis on the correlation between workers’ hurmmapital and firms’ performances.
The following are the most famous models of meaguhiuman capital in business
literature.

i) Balanced ScorecardTlhis is a system of indicators of internal aurdjti
regarding every area of management, elaborateddnem® Kaplan and Daniel
Norton (1996). They argued that in order to sefipasnsider the principle of
unity of a firm’s managemeit the analysis of value creation, it is necessary
provide alinkage between indicators of internal auditing of diffierereas. In
this way, business activity can be examined inadall perspective. Therefore,
Kaplan and Norton (2000) explained that any aspéeiconomic management
might be judged by using a score indicating therelegf satisfaction of the
realized performances. In their opinion, human tedparticularly affects the
area of “Learning and Growth” and is related to amjles, competencies,
motivations, sense of responsibility, and engagémenhuman persons involved

In a business activity.
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Figure n° 3: Kaplan’s and Norton’s (2000) Balancedscorecard Model
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i) Skandia Navigator Leif Edvinsson developed along with Michael
Malone (1997) his previous model (1994) elaboratedcollaboration with
“Skandia,” a Swedish insurance corporation. The n8ka Navigator was
conceptualized as a model integrating the docuroémudget with regard to
intangible capital(IC). IC is analyzed through the use of a seriemdicators
and with a combination of some of these indicatanshin a perspective that
attempts to consider the temporal horizon of thet pa well as the future. The
Skandia Navigator distinguishes between a thinlimgngible capital (human
focus) and a non-thinking intangible capital (imev&l but non-human capital)
for enabling the firm’s directors to orient the magement according to the
strategic ways of development. The former is suldstily constituted by the
staff's human capital because it includes relati@ansong colleagues, ethic
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values, and working competences, while the lateders to the quality of
relations with clients (customer focus) and levélimovation of processes
(process focus). Both types of intangible capited atimulated to improve
themselves continuously (renewal and developmecusiofor increasing the

firm’s performances.

Figure n° 4: Edvinsson’s and Malone’s (1997) SkandiNavigator Model
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iii) Intangible Asset MonitorKarl-Erik Sveiby (1997) proposed an original
model in which human persons are consideredotiig creatorsof economic
value. In fact, Sveiby argued that the other maten immaterial assets derive
from the accumulation of human competences and cw@tibn of human
actions within the internal and external structiiteman capital thus is the focus

of Sveiby’s thought.
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Table n° 1: Sveiby’s (1997) Intangible Asset MonitoModel
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Compctence

Intcernal structurc

External structurc

Indicators of growth/renewal
Years in profession
Education level
Training costs
Turnover

Indicators of cfficicncy
Leverage effect

Valuc-added per
professional

Indicators of stability

Indicators of growth/renewal
Investments in systems,
cte.

Customers contributing to
systems/process building

Indicators of cfficicncy
Proportion of support staff
Salcs poer support person
Corporate culture poll

Indicators of stability

Indicators of growth/renewal
Profitability per customer
Organic growth

Indicators of cfficicncy
Satisfied customers index
Win/loss index
Sales per customer

Indicators of stability

Proportion of big
customers

Age structure

Devoted customers ratio
Frequency of repeat orders

Average age
Seniority
Professional turnover rate

Age of organization
Support staff turnover rate
Rookie ratio

3.2The Venice HAI Model
The above mentioned models of human capital arg imégresting from the viewpoint
of management of big enterprises (public compankesyever, they are not suitable for
representing small and medium firms (familiar compsa), such as those that
characterize the context of Northeast Italy (C@ohenkel, Volpe, 2007). Moreover,
the Balanced Scorecard, Skandia Navigator, andhdititle Asset Monitor do not
sufficiently identify theethical elementsf workers’ human capital. As a consequence,
they undervalue the impact of emotional experiencesal values, and religious beliefs
in the directors’ decisions and in the employeestpctivity (Velasquez, 2005).

Therefore, we decided to construct a new synttssticof indexes. We distributed a
biometrical schedul¢o the firms involved in our project wherein wejuested for the
general features of every component of the empky€e execute this, we required a
division of workers according to certain social apersonal criteria (age, gender,
education, health, family, etc.) and organizatiotrateria (mobility, framing, attitude,
etc.). Second, we asked the leaders of the firmslved to give us some time for an
interview. In this dialogue, we intended to colledbrmal dataabout the practical role
of human capital within their firms, in order tocmire a global vision of every
enterprise and draw some original insight for ooalgsis. We deliberately designed a

quasi-structured interviewhere we outlined arguments and proposed opertigugs
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but in a flexible manner; we encouraged open-endsgonses for interviewees to
emphasize the strengths and weaknesses of hisistéfie attainment of his firm’s
objectives. The interview, conducted at the firmincipal location, was videotaped

and lasted for about an hour.

3.3Content of Quasi-Structured Interview Used in the \énice HAI
| - Competitive Advantage

- Please explain briefly the historical evolutionyofur business?

- What have been the elements responsible for theesscof your
business?

- How much success is attributable to workers?

- What innovative factors have mainly contributedhe attainment of the
present market position?

- Could you hypothetically try to divide the elemepfssuccess into the
three kinds of intelligence of human capital: eéficy, flexibility, and

creativity?

The responses to the three last questions argedsiito the sub-dimensional area

“Change” in the section “Elements of Human Cagpital.

Il - Elements of Human Capital

We have developed a biometric collection of datahengrowth of human capital.

These data have been codified into four sub-dinoes$iareas.

II.1 - Development

- What type of competences do your workers possess?h&y equipped

with educational or training competences?
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- In what way do you respond to the lack of competefiddo you require
the collaboration of external staff? Do you engatijeer employees?

- When do you usually decide to increase the stafffaivdre the decisive
factors for engaging new staff, for example, amease in demand or reception
of a large order?

-  How have you selected the new staff? What kind raklligence
(efficiency, flexibility, creativity) have you fosed on?

- How and why have you decided to employ new staffnfra strategic
point of view?

- Have you recognized the presence of a differeng typintelligence in
the new staff you have engaged?

- If the response to the previous question is affivea do you manage
these types of different intelligence by personiadjzthe manner of their
exploitation?

- Do you predict certain career plans for your emeésy?

- Do you consider training to be a good instrumemt developing the
human capital?

-  How do you implement training? Do you employ abdtréessons,
practical teachings, and informal attempts of iratmn on the job?

- Does the growth of a person’s human capital deteznhis/her career
within your firm?

- Do you only promote the development of your humapital or do you
propose a policy of incentive for human capitaf-saprovement by the staff?

- To what extent do you think has the quality of ydwman capital

influenced the success, development, and growyowf business?

I1.2 - Management

- How do you stimulate the staff's motivation?
- How do you manage their competences?
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- What techniques do you use for the managementwfgmployees?

- What reward systems have you implemented for awgrthe staff on
their merit?

- Are these instruments used for all staff membe@nty some of them?

- Have you encountered any difficulties in the amilmn of these
instruments?

- If the response to the previous question is affivea how have you
managed to overcome these difficulties?

- How have you prevented your staff from moving totaer competitor

firm?

11.3 - Change

- What type of critique situations are you experiagat present?

- What are the strategies that you employ for deahity these critique
situations?

- What, according to you, are the elements thatleldecisive in the next
3-5 years?

- Who are your competitors and what future strategiegthey employing?

- What distinguishes your firm from your competitonsrelation to the
three types of intelligence (efficiency, flexibyljitcreativity)?

- What changes have you realized in staff managernmetite last five
years?

- What actions will you promote for staff managementhe next five
years?

- What type of persons will you choose for respondmmthe challenge of
global competition that you will be faced with?

- Are these people part of your firm's staff or wijlou consider
outsourcing them?
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I1.4 - Control
- Is there a system for reporting feedback or comgdaiabout the
management in your firm?
- If the response to the previous question is pasitban you describe this
system?

- Do you use it in integration with the performané¢doman resources?

lll - Relation with the Social Community and Ecobéad Environment

- What relationship does your enterprise have with gbcial community
and ecological environment?

- What has been the significance of social commuaitg ecological
environment in the development of your business?

- What kinds of difficulties with the social communiand ecological
environment have you experienced in the past?

- What kinds of difficulties with the social communiand the ecological
environment are you experiencing now?

- What type of relationship exists among your entseprthe social

community, and the ecological environment?

3.4 Caodification of Qualitative Data of the VeniceHAI

At this point, we have recorded the responses afldes of firms involved and

transformed the simple data into information. Thi®cess required a synthesis of

contents of interviews for stating the principakag and more meaningful concepts.

Second, we carried outra-elaborationof codified data according to lan Dey’s (1993)

procedure of analysis of qualitative data and wiik help of three external technical

referees (statisticians) who were independent fileenpurpose of our research. In this

way, the data are objectively codified and transfiedl intoinformation Information is

selected in categories of frequency. Finally, wenidied the relations between the

information and pointed out the more interesting ariginal insights (Glaser, Strauss,
1967).
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Hence, we managed to obtain #lements of success the area of human capital
with respect to the aspects of business developmertagement, change, and control.
The leaders of the involved firms confirmed ouraditeical intuition that the more
remarkable variables of human capital are effiggenfiexibility, and creativity,
although they attributed a different level of imamrce to them. Obviously, the
information has not been always perfectly comprsie because the data of responses
in the interviews were occasionally simple and cssmcHowever, from this statistical
inquiry, it has been inferred that human capitahifundamental factor for effective
performance in the firms of Northeast Italy.

In fact, it is interesting to note that de-localina, competition, and model of
organization affect and are simultaneously affettgthuman capital dynamics. Indeed,
the successful firms declared that their strategresgrounded on the formation and
specialization of their managers and employees. édew the Venice HAI highlights
that ethics of the persons involved in the procsssalue creation is a fundamental

transversalfactor.

3.5 Cluster Analysis of the Venice HAI
As we have just explained, the transformation oéligative data into information
guided us to determine soroategoriesof frequency. Our successive cluster analysis
was constituted by the application of a serieseohhiques aimed at identifying groups
of similar statistical unities in relation to a s criterion and a whole set of reference
characters (Romesburg, 2004). In this way, we ceulistantially gather heterogeneous
statistical unities in subgroups that are fundarmlgnhomogeneousrhus, we divided
the statistical unities into groups based on tbegree of “similarity” to the content of
every category of frequency that we have determisedfar. The cluster analysis
seemed to suit us better than other multivarisa@ssical methods because it does not
presuppose any “a priori” assumption. In fact, thester analysis is an inductive
technique for exploring latent variables.

Next, we adopted the hierarchical method of RogeardAMor ordering the groups.

This procedure foresees that the researcher ctdsuthe deviations associated to all
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possible groups and, at every step of the stalstinalysis, aggregates those groups
whose internal deviations are similar in relationatdefined category of frequency. In
this way, we managed to reduce the attributes ifteohtoy the categorization process

from 106 to 71 by eliminating all the attributeggent only one time.

Finally, we unified the groups characterized by iEimqualities and placed the
information in a statistical software. We achievkd following dendogramwhere, in
the axis of abscissas, we indicated a referencéaufor every firm that participated in
our research. We indicated the distance in the@xisdinates. The height at which the
two branches meet represents the distance betweemn thus, we can affirm that our
cluster analysis indicates a strohigrarchical structureconstituted by three clusters.
The first cluster is highlighted with the color bland includes the firm numbers 6, 11,
3, and 10. The second cluster is highlighted weith composed by the firm numbers 8,
9, 13, 1, and has some common parts with the ttuster, which is highlighted with
the color green and is formed by the firm numbérsl®, 12, 14, 17,7, 4, 5, and 2.

Figure n° 5: Graphic Representation of Cluster Anaysis Results
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Finally, we have elaborated the following contingéables by using the cluster
analysis according to the Euclidean mean squatandise method and Ronald Fisher’s

exact test.

Table n° 2: Dataset of Cluster Analysis

Exact Test
Cluster 1| Cluster 2| Cluster |of Ronald
Categories: (N=4) (N=14) 3(N=9) |Fisher
Ethic Tradition 0,00% 50,00% 0,00% *0,088
Creativity 0,00% 50,00% 0,00% *0,088
De-localization 50,00% 0,00% 0,00% *0,088
Being Northeastern 50,00% 75,00% 0,009 **0,012
Flexibility 50,00% 50,00% 100,00% *0,060
Education 75,00% 0,00% 11,10% *0,060
No-programmed
Development 100,009 25,00% 11,10% **0,014
Development  with
Learning 0,00% 50,00% 88,90% **0,008
Technical Training 100,009 50,00% 100,00% *0,088
Psycho-Sociological
Training 0,00% 25,00% 66,70% *0,073
Interpersonal 100,00% 0,00% 22,20% **0,014
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Relation
Marketing 0,00% 50,00% 0,00% *0,088
Internationalization 100,00% 0,00% 11,10% **0,004
Delocalization 50,00% 0,00% 0,00% *0,088
Institution 0,00% 100,00% 11,10% **0,004
Efficiency 0,00% 25,00% 77,80% **0,026
No-codified Factors 75,00% 50,00% 0,00% **0,012
*p<0,1; **p < 0,05

The results indicate that the principal factorssotcess of workers’ human capital
suggested by interviewed managers are

i) creativity,

i) traditional identity,

i) capacity of promotingrocesses of de-localizatipand

iv) the fact ofbeing Northeastern

If we more precisely look at the results, we fihdttthe firms belonging to the first
cluster have affirmed the importance of modalibésntroduction of workers’ human
capital in the production process, realization wfoimal reports of administration
control, and promotion of operations of internagiliration. The firms of the first
cluster praised the quality of interpersonal relati among their workers and their
technical training. Firms belonging to the secothgster have mainly sustained the
factor of relation with the territory, the sociabramunity, and the ecological
environment. Last, firms in the third cluster peuwtarly pointed out the relevance of
workers’ flexibility, their capacity of making cddd reports of efficiency, and their

technical growth through specific training.
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4. Our Development of the Venice HAI within a Personast Perspective

We attempted to methodologically base the Venicel iHgsearch in a personalist
economic pattern to explore the consequences. Hmic¥ HAI findings revealed that
creativity and cultural identity of workers are tldements of success of firms’
performance (McPhail, 2008). These two ethicaldiecican be better identified if we
analyze a person’s actions. In fact, Pope John Raalght us that every action is
inspired by a person’s ethics and a person’s ethidsrived from his/her anthropology.
Indeed, inEtica e Decision€2007), the monsignor Fabiano Longoni confirmed tiy

writing:

Our meaning of ethics wants to be that of re-diecoyg the
original content of daily living ... Ethics is thus tatch in any
person’s action what fulfils her fullness of satttfon. (2007:
147)

In this way, Longoni clarified that ethics does noincide with obedience to law or
with adherence to a religious truth. Instead, sthigfers to a person’s anthropology,
which determines his/hemotivations habits and behaviours In other words, the
personalist view sustains that ethics is constituig the application of the series of
metaphysical values interiorized by the personigyltife, to real problems (Sacconi,
1991). Therefore, ethics is influenced by sentirmkengsychological, sociological, and
moral factors that have characterized the persbis®ry, particularly those that are
influencing the person when he/she is taking desssi{Bano, 2006). We thus reject the
closed analysis of mainstream economics, wheresthian exogenous determinant of
human capital dynamic. However, we promote a visdbrethics as arendogenous

factor of the process of a person’s acfidn(Signori, Rusconi, 2009). In fact, Eny

37" For example, an entrepreneur who reacts badlgeaotice of pregnancy of his employee implicitly
shows his lack of recognition for the infinitivelua of the unborn child and his deep attachmentigo

312



An Economic Personalist Perspective on Human Capital: A Compared Anthropological Interpretation

human actthe person experiences his/her nature, whichngposed of spirit and body,
need and will, selfishness and altruism, ratiopalitd emotionality (Melé, 2009a). This
personalist method of analysis of human decisigmEears surprisingealist (Mele,
2009b), because any human act constitutesb@ctive facfrom which we can identify
the person’s anthropology. Indeed, everyone expselssnself through his actions. For
example, one who does free-rider behaviours prtaves a dishonest person.

4.1 Proposals of Ethical Parameters of Human Capita

In our development of the Venice HAI research, dentified the ethical factors of
human capital for improving people’s performanc¥ge know that ethics is a
transversal element that affects all three types of humanlligence (efficiency,

flexibility, creativity) and simultaneously mainte anautonomous sphere

Figure n° 6: Ethics and Human Capital
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firm’s profit for which he must reorganize the puative sequence (besides his duty of paying a niynth
maternity allowance).
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Therefore, we could hypothesize a scoring for evetlyical variable with the
understanding that this operation is useful onlgymbolicterms. Although we can try
to quantify the score of some ethical determinawes,have to acknowledge thm-
reducible characteof a person to her antecedent factors. In factwillenever indicate
in gquantitative terms thethical qualitative dimensioof human capital, such as the
criteria of distinction between what is good andawls wrong. Therefore, we have
pointed out the following ethical factors.

* Person’s love for his/her work, exhibited as thiéofeing:
(a) commitment and diligence
(b) specific working vocation
(c) willingness to put in more working hours andrentransfers

(d) full personal participation wherever necessary

* Person’s responsibility of intentions and actioowardthe following:
(a) him/herself
(b) his/her bosses, colleagues, and subordinates
(c) the social community in which the businesssiselished

(d) the ecological environment in which the businegerates

*Person’s capacity of judging concrete facts cono®ggn business
including the following:
(a) timeliness of analysis and industriousnesgsgpponse
(b) delegation or assumption of risks accordintheocases
(c) valuation of every single element of businegs/ay in a global perspective

* Person’s relational capacity including the followgin
(a) interaction and cooperation with others
(b) appreciation and valorisation of others’ conepets, ambitions, and

capacities
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(c) sociability and solidarity

(d) reliability and trust within the staff of theibiness organization and outside

* Person’s capacity of decision making in the follogvareas

(a) determination when faced with risks, difficafj and other workers’ problems

(b) conviction of attainment of business objectivesmorally acceptable means

(c) deep sense of sacrifice and, based on the,dasesess, perseverance, careful
consideration, prudence, strength, and tenacity

(d) creativity in problem solving and openness rinovation of processes and
products

(e) capacity of defining a hierarchal order of dlesi

* Person’s motivation in the following aspects
(a) advancement of career, increase of wages, @relapment of technical
capacities
(b) reputation and gratification
(c) moral conscience whereby he/she connects @aaticular aspect of work
with the total meaning of living
(d) identification of the metaphysical ideals aetigious truths which must

inspire actions

* Person’s residual elements that examine the fotigwi
(a) independency in taking decisions
(b) security of health and job
(c) variety of work tasks and amount of leisure
(d) stability of affective relations and materiadammaterial well-being of
family
(e) determinability of personal contribution to Imess activity

(f) social utility of work and defense in case efth problems
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(9) firm’s atmosphere including production prizéyriStmas gifts, coffee breaks,
etc.

4.2 Human Capital as a Latent Variable depending fom Ethics

Although the Venice HAI has been a good attemptaaking the characteristics of
human capital, we must affirm tlmpossibilityof considering the investment in human
capital, as any other type of material investmemises gyaradoxin the economic

theory (Bowman, Swart, 2006). The awareness ofptistive contribution of human

capital to any business certainly cannot be express quantitative terms. How can an
enterprise calculate incomes, wages, and cash flelated to a human discovery or a
human innovation? We know that human discoveryiandvations can succeed or fail,
and this implies that the passage from the cettraif material assets to that of
immaterial ones corresponds to the passage frontraéaétional method of business
analysis based on rates of the returns of matanastments to a more hypothetical
esteem of the returns of intangible assets. Thissttion becomes even more complex if
we consider that the level ahcertaintyis continuously multiplied by the interactions

that take place among uncertain enterprises.

However, the Italian economic system generally sedm benefit from the
introduction of innovations and discoveries, espéciin big and medium enterprises.
In Northeast Italy, economic activities of smafhis exhibit a less positive attitude to
investment in human capital, and thus their adygegare minor (Marini, Oliva, 2009).
These small enterprises are usually managed dirbgtlthe owner who is also the
founder. He has almost always developed his busiraesivity by involving his
relatives, selling to private consumers withoutsbib avoid paying taxes, and making
progress through an increase in exportation. Ity the Italian state’s de-valorization of
“Lira” (the past national currency) in contrastie other currencies (especially German
Mark) was used as an instrument of economic pdicysustaining the export sales
(Bruni S., 2005). This type of entrepreneur is oftecapable of understanding that the

world has changed and that the organization oéhisrprisenust change
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In conclusion, we wish to propose a hypothesighénVenice HAI research as well
as in the precedent methods of estimating humaitatathe ethical factor was never
considered a direct input. However, in our methodimal development of the Venice
HAI, we argue that ethics is trmubstratumof all other human capital factors. As a
consequence, we suggest describing human capitallaent variable because the
equation of human capital cannot be expressed famaion of manifest variables
(Bentler, 1992). On this basis, Camillo Dagum arahiBl Slottje (2000) argued that
household human capital at a microeconomic levethess multidimensional, non-
observable construct generated by cultural tradiiamily background, social context,
innate and non-cognitive abilities and skills whes§iects are indirectly and only partly
measurable by the present value of an individuakt®me flow. In our opinion, this
interesting approach needs to be integrated by snefmeflexiveindicators capable of

expressing a person’s anthropology (Dagum et @07 2Lovaglio, 2008).

5. Conclusions

We believe that it is important for economists &@ measure human capital but instead
to promote its growth everywhere, particularly ne tunderdeveloped countries. In fact,
Hernand de Soto, ifhe Mystery of CapitaWhy Capitalism Triumphs in the West and
Fails Everywhere Else?2000),demonstrated that the problem of the Third World is
not constituted by the lack of resources but by ite@apacity of constructing a
legislative patterrof economy and of exploiting the wealth of humapital. de Soto
proved that the poor in these countries have natassets valued at 9 trillion dollars,
which is higher than all the aids these countrezeived from 1945 to date. In the case
of Egypt, de Soto calculated that the assets ofptiw are 55 times higher than all
foreign investments received by Egypt since 1948luding those for the Suez Canal
and the Aswan Dam. When faced with the questiony“tle human capabilities of the
poor do not become capital,” de Soto respondedthigapoor ar@utsidethe sphere of
the law. Ninety-five percent of their houses ateg@l; they do not even exist. They

exist only to protect them physically, to let theteep. However, they cannot sell their
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houses if they wish to, because they are illegad, the poor in Egypt are prohibited
from building a house legally. Finally, de Soto quared the average time required for
receiving a license as taxi driver in Egypt and theted States, which was 26 months

andl15 days, respectively.

Therefore, we can understand that the Aristoteliaomist primacy opolitics over
economics, omorality over politics, and canthropologyover morality is indispensable
in the present time, for attaining ttemmon gooaf all persons in the world. Hence,
we believe that this dissertation’s discovery igttan improvement in the human
integral development of all people in the worldnet grounded on financial aid
donations by the rich —although they are impor@twell- but the diffusion of the
culture of the un-reducible character of human dignity #mel un-estimable value of
human life from the person’s conception till natutaath. We thus completely agree
with the affirmation of the cardinal Avery DullesJ$’® “Wealth consists more in what
we are than in what we havé007: 421). As a consequence, we believe thatamu
capital can fully and integrally flourish providéide concept ohumanpersonprevails

on the concept of individual in economics studied affairs.
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