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Summary This article looks beyond economic and institaéibfactors to address the role of
corporate founder-CEO values when determining ogmpr structures and corporate
governance mechanisms. We take the Upper-Echeldeory§ as our central premise,
according to which a firm reflects the experienoe aalues of those occupying its senior
executive positions, to explain the existence adiptence of certain atypical methods (with
reference to the dominant model), in matters opowate governance. The Auchan Group
represents one such atypical case and provides eaetenexample of the effects of a
particular value system and how its conception ofienship affects its governance model. In
particular, in the case of Auchan, it appears tiatevolution of the ownership structure is not
dictated by the need to protect shareholder righisrather it follows a value system which
considers that corporate ownership and its relagkds come with a lasting responsibility to

the firm’s staff.

Keywords: value system, concept of ownership, c@gogovernance.

Can we reasonably neglect the (moral and religioteyes of corporate upper
echelons when seeking to explain the choice ofpétadest structure and the implementation
of a corporate governance system? In fact, theeotiyr dominant approach to governance
offers an essentially technical explanation of gleenomenon, based on the ability of a

particular method to minimize agency costs.
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This explanation was significantly inspired by therk of Berle and Means (1932),
published after the Wall Street crash of 1929, Whagplained that a great deal of dysfunction
in major publicly traded companies was due to #asation of ownership and control, the
former being typically held by numerous sharehaddre latter exercised by a small number
of salaried directors. Berle and Means showedtti@separation of these functions, creating
passive shareholders reduced to the sole functi@ssuming risk on one side and a board
with executive decision-making powers on the otlveyld potentially lead to conflicts of
interest. The existence of such conflict was latgrlained by the Agency Theory (Jensen and
Meckling, 1976; Fama and Jensen, 1983) which, fumbee, provides the now prevalent
justification for certain methods of governance ibgisting upon their purported ability to
curtail loss caused by self-interested executivdabeur detrimental to anonymous
shareholders trading on the stock market. For Bané Means (1932), the separation of
ownership and control is a direct result of the giogl evidence that ownership structure is
increasingly dispersed within ever-larger companfesa result, this dispersal of ownership
has deprived shareholders of the necessary povwkemaantive to exercise effective control
over executive behaviour. It coincided with the cdpeular development of the financial
market enabling the ownership of large companidsetpassed outside of the founding family
while ensuring continuous professional managemiszdnick and O’Sullivan, 1997). The
dominant model of governance, therefore, appeahg tosely linked to the expansion of the
financial market and a particular manner of holdamg exercising ownership rights.

A large portion of research in the financial fielgarticularly that related to thieaw and
Financeschool of thought (La Porta at., hereinafter LLSV, 1998, 1999), seeks to explain
corporate ownership structure according to govemanechanisms designed to protect the
interests of financial investors. The dominant apph focuses on intentional and
standardized governance mechanisms, includingate dimed at protecting all investors,
especially external ones, who have far less admegsformation. For Shleifer and Vishny
(1997), “corporate governance deals with the wayswhich suppliers of finance to
corporations assure themselves of getting a retnrtheir investment [...and] that managers
do not steal the capital” (p. 737). For LLSV, thaseence of governance mechanisms that
protect numerous and anonymous shareholders lethto an effective financial market that
makes the resulting dispersal of capital and tparsgion of ownership functions viable.

In the absence of a governance model based on degaband regulatory protections for
shareholders (regardless of their identity) andr tinéerests, the (agency) cost resulting from

the separation of ownership and control is exonibita



In countries where legal protection is allegedlyaliesuch as France, this would explain why
it is most often the founding members who retaimemship (LLSV). Therefore, a controlling
shareholder can effectively monitor agency costsountries where legal protection is weak.
This would explain a particular type of sharehaidifconcentrated within the founding
family) by default. In other words, the majority abmpanies in a country like France
maintain this block shareholding for the simplesathat, given the deficient regulatory
framework, opening up too much capital to a ligtitancial market would not be viable.
Concentrated ownership is thus the imposed chbioeiever, this explanation poses a certain
number of problems. Namely, while the number of pames with concentrated ownership is
relatively high in France (La Porta &k, 1999; Faccio and Lang, 2002), Berle and Means-
style firms do still exist and have survived fomsmerable periods of time. Some examples
would be firms such as Société Générale and Axage/lCEOs were fervent promoters of the
dominantLaw and Financenotion of governance cf. Wirtz, 2008, 2009). ThEsench firms
have widely dispersed capital and their sharesraded on the Euronext stock market which,
we note, now functions much like the New York Stéoichange. This clearly shows that the
Berle and Means model can survive in France, wisti@eholder protection levels are
nevertheless low according to the LLSV assessntahe s\We observe, for example, that in a
country like the United States, with a high levepmtection, the Berle and Means style firm
is not the only model encountered and furthermttiig, model has been in decline for some
time in favour of increasingly concentrated shardimgl (Holderness e&tl., 1999; Holderness,
2009).

This observation leads us to question other exptamaconcerning the adoption of a certain
ownership holding pattern and to reverse the causgalbetween the concept of ownership
and the governance mechanisms implemented. Thaschbsen ownership model would
produce a particular configuration of governance ot the other way around.

Following the example of the Upper-Echelons Thebdtgmbrick and Mason, 1984), we start
from the premise that an organization’s valuespflto a certain extent, the values of its top
managers, meaning that ownership structure andrigaree mechanisms potentially depend
on other factors than the management of confli€tsiterest; namely, factors related to the
top managers’ values.

Surely then, it would be wise to examine a unigwangle of governance; one that differs
greatly from the dominant model, and to study t@indxtent its configuration is derived from

a value system unlike that of the dominant modehe Auchan group is one such example,



because despite its significant development ane, $ig capital has never been opened up
outside of the Mulliez family circle or Auchan eropées.

Therefore, a study of this special case should niagessible to illustrate the relationship
between corporate top management values, the noficownership and the governance
model. Auchan is one of France’s largest retail distfibution groups. For fifty years it has
operated according to a particular corporate govemaystem. Despite its significant size
today (according th’Expresson 18/05/06, it is France’s T1argest firm with a turnover of
€33.6 billion) it is an unlisted privately-ownedterprise. 85% of the capital is held by the
Mulliez family through its family association (AFMyvhich also controls the family’s other
stores (including Decathlon and St. Maclou). Thaenify association currently has
approximately 500 members. Despite its size, itreasained stable over time. It is governed
by rules inspired by the 1961 social encyclicaPope John XXIII e Nouvel Observateur
29 June 2006 edition). The remaining capital idh&y the group’s employees through a
structure called ValAuchan. Very early on, GérardliMz, the group’s founder, implemented
a share-holding mechanism enabling employees topawinof the tool of their labour, so to
speak. At the time, he was a pioneer in this mattedl in advance of the legislation on
employee profit-sharing and shareholding schemes.

The group chooses to remain unlisted, preferrinfyfis@ance and ensuring that the capital
remains within the family. The supervisory bodiess enjoy continuity and Auchan does not
focus its communication on ‘best practices’ of goamce, a subject that is becoming
increasingly institutionalized in French capitaligof. Wirtz, 2008 a. and b.). Auchan is
therefore a case that seems to resist certain tgpesomorphic pressure (Aguilera and
Curevo-Cazurra, 2004) concerning governance pexctiErom here, we might question the
specific beliefs that underpin this model of goveiceaand may provide an understanding of
its particularities. The decision to remain unliste a choice, not a necessity. Moreover, the
group’s top managers practice a value system shaxplicitly inspired by the social doctrine
of the Catholic Church. Therefore, the case studypwrhan, whose governance model is
unique in the contemporary French economic landscapems well-suited to illustrate a
positive explanation of a private family sharehotgistructure (as opposed to the default
explanation offered by LLSV) despite strong growtidl successive generations.

We will show how Auchan’s specific ownership holglistructure and associated governance
mechanisms are part of a reasoned choice andomattfre lack of a viable alternativ@his

! Carrefour, another major retail and distributionmp@ny (same sector, same national context) alsedtaut
as a family venture. However, the family took th@posite approach and opened itself to the finanoaiket.



choice was strongly encouraged by a value systaibtbrrows, in this particular case, from
the Catholic social doctrine. This research wighlight the role of the value system of those
in the upper echelons (Hambrick and Mason, 1984a &&y explanatory variable in the
implementation and longevity of certain governamzehanisms.

The following section of this article is structurasi follows. The first part will underline a few
fundamental concepts related to the issue of catpaggovernance focusing in particular on
the concept of ownership that underpins the domimaadel today. This model, being
focused on the protection of anonymous and passiaeeholding, provides the basis for
codes of conduct now largely commonplace withinanAgted companies in France. In order
to understand the link between the value systemth@djovernance model in the case of
Auchan, we must present trerpus doctrinairefrom which the group’s founding top
managers have taken inspiration. Therefore, thensepart of the article is dedicated to
outlining the notion of ownership as describedha Catholic Church’s social doctrine. We
will see that by placing people and the qualityhafnan relations (rather than the financial
markets) at its core, the social doctrine leadmt@approach to governance which differs from
the ownership model of the Berle and Means stytparation.

The third part of this article will be devoted taetailed analysis of Auchan. In particular, we
will identify the specific concept of ownership gt by the group’s founder, highlighting
the central elements of the Catholic Church’s datatrine present in its discourse and the

justification of the governance mechanisms in pladas will enable us to characterize the

The family now holds only a marginal place withinetownership structure, and it certainly wasn't the
supposedly weak legal protection offered to stockket investors that prevented the company frormgjoi
public! On the contrary, a specific type of ownership whssen, transferable to third parties via the fain
market, which had consequences in terms of goveenan

2 Roe (2000), in particular, highlights the role militical ideology in the emergence of this sedarabf-
functions ownership model, now characteristic ofekivan capitalism. For Roe liberal political idegjyois what
created the premise for Berle and Means type firdespite their inherent instability. In this cortethe
governance mechanisms designed to protect finaimoiaktors are not the cause, but the consequéenttee o
separation-of-functions ownership model, thougls¢hisvo dimensions later had a tendency to mutsalhport
and reinforce each other. Wirtz (2002) also idégifideology as a central vector in the emergerfce o
governance systems. However, he points to the pbrafemental models, borrowed from North's insiibogl
analysis, which is broader than the political ideyl as defined by Roe.

Roe’s political explanation is based at a macrdygical level, concerning the stylized charactécsbf national
corporate governance mechanisms. Consequently, iitcapable of explaining the variability of govance
mechanisms between companies located within thee semantry. Our own analysis is based at a micro
analytical level, where management team valuesanatyzed as a decisive factor in a company’s aaten,
setting it apart from that of its counterparts witthe same national context. Therefore, we adoptcentral
premise of the Upper Echelons Theory (Hambrick Biadon, 1984; Carpenter ak, 2003; Hambrick, 2007),
according to which a company reflects the expeaeard values of its top managers.



specific structure of Auchan’s governance mechasiand to demonstrate the existence of a

link with a value system rooted in Catholicism lne tNorth of France.

1. The dominant model of governance and the underlyingoncept of ownership

1.1. Corporate governance: definitions and mechanisms.

Corporate governance may be defined as “the sehemthanisms that define powers and
influence decisions of senior executives, in otiverds the mechanisms that govern their
behaviour and define their range of discretionatyoa” (Charreaux, 1997, p. 421-422). This
definition highlights, among other things, the sysic nature of all governance mechanisms
(“set of mechanisms”) which, far from being limitéal one single supervisory body such as
the board of directors, includes other regulatapgibs to evaluate managerial behaviour at
different levels and in various ways.

Charreaux proposes the following typology (tabl®flyovernance mechanisms, allowing for
the fact that the actual combination and interacbbrgovernance mechanisms may differ
greatly from one firm to another. This general tggy will be applied to our case study

enabling us to present the particularities of Auchgovernance system in a methodical way.
We will then show that the specific elements okttable for a given firm depend on that
firm’s own concept of ownership which itself is raot inevitability; rather it may result from

the choice of a particular value system.

Table 1-Typology of governance mechanisms according to i€aax (1997)

Specific mechanisms Non-specific mechanisms

-

Intentional mechanisms - Direct  shareholde - legal and regulatory

control (face to face environment
interactions) (corporate law,
- board of directors labour law ...)
- remuneration - national unions
systems - statutory auditors

- formal structure
- works council
- _company union

Spontaneous mechanisms - informal networks of - goods and services
trust market
- reciprocal - financial markets




monitoring among -  financial
managers intermediation
- enterprise culture - managerial  laboyr
- reputation among market
employees  (keeps -  business culture
promises) - training market

Source: Charreaux (1997, p. 427)

1.2. Passive ownership and the financial markehatheart of the dominant approach to

governance.

Agency Theory provides the logic behind the domirgavernance approach, (cf. Dailyadt,
2003). It has developed based on a particular mafdelvnership, that of the big firm said to
be ‘managerial’ due to the highly dispersed natoireownership among anonymous and
scattered shareholders who are unlikely to interfesith the decisions of professional
managers. In this case, the passive nature of ehipeexposes the shareholders to the risk of
partial expropriation by the CEO. The potential tioe management’s interest to conflict with
the almost powerless anonymous shareholders icah&al premise of Agency Theory,
which sees in it a source of cost (agency costs¢wimust be managed through governance
mechanisms to become a source of value creatiothhéoshareholder. The purpose is thus to
maximize the market value of the shares, indepahdefithe shareholders' particular identity
and aspirations.

The dominant model of governance is built upon epiheal foundations that are very much
inspired by liberalism. Fama and Jensen, the twodantributors to the positive theory of
agency are of the Chicago school. Charreaux (2@03139) notes that “the liberalism
defended by Jensen is as much influenced by Aansticanomists, such as Hayek, as by his
time at the University of Chicago. Moreover, in soof his work it is difficult to distinguish
the share of scientific analysis from the shareleblogical positioning.

Fama, the other main analyst of the consequencagwernance of a dispersed and weak
shareholdership (Fama and Jensen, 1983), is askeththeoretician of the Efficient Market
Hypothesis. For Hamon (2003, p.88), “Fama’s workerewevery type of financial decision

and places the market at the centre of the andlysis

In his remarkable work on the role of political adiegy in the rise of the dominant American

corporate governance model, Roe (2000) also umésrlthe importance of the Chicago



school’s liberalism. He considers that the viewedelied by Milton Friedman in hisew York

Timesarticle in 1970, is dominant in business circtagaty (cf. note 30, p. 554).

From this perspective, the market - the financiarkat in particular — plays a central role, at
the top of the hierarchy of governance mechanidrasause of its supposed effectiveness in
solving agency problems (Jensen, 1991). For thes satk economic efficiency, other
governance mechanisms, such as legal constralms)dsbe compatible with the free and
unhindered operation of a developed financial matk&SV). Thus the financial market
becomes a governance mechanisan excellenceOther mechanisms are demoted in this
liberal ideology where maximizing the market vabfethe shares (shareholder value) is the
ultimate goal, regardless of the individual valaes aspirations of the persons owning shares
at any given time. According to this approach, goaace is exclusively focused on
protecting the owners’ financial interests. Thanaty of investor protection - while never
guestioning their corporate social responsibilitys-made explicit in the very definition of
corporate governance provided in the summary oflitkeature considerethe mainstream
reference on the matter: “the ways in which supgplief finance to corporations assure

themselves of getting a return on their investmé8tileifer and Vishny, 1997, p. 737).

1.3. The dominant approach and its implicationgyfmrernance practices

This financial approach to governance, focusedhsale maximizing shareholder value and
using the market as a control mechanism on the itondthat it guarantees investor
protection, has given rise to a series of practeabmmendations concerning complementary
governance mechanisms, including legislation, stegutiudits, hostile takeovers and the
board of directors. These recommendations havévest@rominent supporand have been
extensively promoted as codes of ‘good conductesithe second half of the 1990s (Wirtz,
2008). Serving the financial markets is the ultengbal, more or less explicitly prescribed by
a number of governance practices promoted by timeirdmt model. The OECD Corporate

Governance Framework stipulates its first principlethe following way: “The corporate

% The World Bank, in particular, designed a benctkingr programme for national governance systemseas p
the OECD Corporate Governance Framework. We netesttveral (former) senior directors of the WorkhB,
such as the economists Lawrence Summers and SiDgmkow are closely connected, as co-authors and
friends, to the promoters of the LLSMaw and Financeapproach. Andrei Shleifer himself, in his capacty
government advisor, contributed directly to thengia deregulate the Russian financial market.



governance framework should promote transparentefiident markets” (OCDE, 2004, p.
17).

Concretely speaking, in the standard approach w@rgance, some mechanisms have been
studied more than others. Such is the case of thedhad directors (Fama and Jensen, 1983),
the market for corporate control (Jensen 1986, 19993), the managerial labour market
(Fama, 1980), as well as the legal and regulatayrenment (LLSV). These mechanisms
have been the subject of extensive literature anltipte attempts at regulation (various ‘best
practices’ codes for boards of directors, Europsahnational regulation of financial markets
and takeovers, legal initiatives aimed at protecimvestors). Together they form a kind of
governance standard, the role and operation of lwheve been designed according to a
specific form of holding and exercising corporatenership rights. It concerns passive
ownership in a free and unhindered capital maiketthe Berle and Means model. Fama and
Jensen (1983) are very clear about the importahd¢keoconfiguration of ownership rights
(separation of the functions of risk assumption dedsion making) to justify the role of the
board of directors as a supervisory body independénthe exucutives’ interests (high
proportion of external directors). Roe (2000) cdess that the Berle and Means (1932)
ownership model was only able to emerge becauseJthieed States’ dominant political
ideology was so strongly influenced by liberalistrttee time. According to Roe (2000), this
ownership model — extremely fragile due to its gty for creating agency conflicts —
survived only because of certain governance meshen{e.g. a powerful and well-informed
board of directors able to avoid the spoliationaobnymous and dispersed shareholders).
Therefore, the standard set of governance mechanmgene derived with reference to the
interests of external investors (Shleifer and Vishi897) acting in the financial market. So,
for Jensen (2000), the main aim of any firm shdaédo protect the firm’s long term market
value?! For Roe (2000), maximizing shareholder value ig pathe set of mechanisms that
limit an executive’s scope in the standard libamgbroach to governance.

For Jensen (2000, p. 16), there is something qe&gious about this attachment to
shareholder value, as can be seen in his use oiahe ‘nihilistic’ to describe those who

reject this standard.

Therefore, we might consider that, in addition miadependent board of directors and the
control exerted by markets, the credo of maximizhgreholder value is part of the set of

*long term market value of the firm’



mechanisms that ‘govern the behaviour (Charredl®97) of managers in the standard
model. Previous developments make it possible &ictka schematic model of governance
according to the current dominant approach (taple 2

Table 2—The standard disciplinary model of governance f@&esle and Means style firm.

Specific mechanisms Non-specific mechanisms
Intentional mechanisms - Legal and regulatory
- Independent angd environment (to
well-informed Board ensure investar
of Directors| protection)
(supervisory role to -  Governance
reduce agency costs) frameworks

(Cadbury, OECD,
Bouton etc.)advising

the board on how

best to reduce

managerial agency
COosts)

Spontaneous mechanisms - goods and services
- Reciprocal market

monitoring among -  financial market

managersto reduce - managerial laboyr
asymmetry af market

information - maximization of

shareholder value
(the long term
market value is
presented as the key
objective of a firm
which, according to

Jensen (2000),
should make it
possible tq

distinguish good an
bad decisions

1.4. Review of the values that underpin the dontiagproach to governance

We will now compare and contrast the liberal plolasy reflected by the dominant approach
to governance with the doctrine that inspired Auckafounders to understand the
particularities of this alternative system basedlmvalues of the Catholic Church’s social

doctrine.
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The Catholic Church uses an anthropological argurteenppose liberal individualistrand
the secularization of society that resulted from Enlightenment, which the Church holds

responsible for social dislocation.

Modern Man is defined by his rights, not as a tosabf God as in the old Christian
tradition® The consequences of this anthropological ruptteeraportant in determining the
way in which society is structured. Traditional Stian philosophy defines Man as a political
animal who must deduce from nature God’s desigrhiior. In other words, he is given — by
God - a choice to seek salvation. For Christiapsijtgal life is certainly valued but this
guestion of salvation is also played out in dailg:IMan is encouraged to respect the dignity
of his fellow Man at all times. For that, sociatler must be subject to Christian morality and
human actions subject to the law. So Man’s queshi® purpose must serve the common
good. The liberal thought of the Enlightenment omgothe political influence of Christian

values on societ.

To the modern mind, Man is the sole creator ofdws values, and so it is normal to find a
variety of opinions in modern society. This primagl liberty drives political theory to
structure society in such a way that political autlgcserves no single value system, so as to
avoid relationships of subordination between irdiinals. The law by which modern Man has
chosen to abide, must be respectful of his ri§tee English philosopher John Locke is a
key figure in the history of modern thinking. If thaw aims to protect the rights of the
individual and not to serve selfish interests, thamer being the ultimate good (as the
classical philosophers were wont to say) then showé start with what is fundamentally
animal about Man i.e. his instinct of self preséua in order to define political order. Locke
closely links the legitimacy of private possesdiomhe necessity to eat. To survive, man has a

right to own the fruits of his own labolirModern man is an owner and a worker

®> The Church also stigmatizes socialist totalitdsan We focus only on the study of liberalism iisthaper.

® Paragraph 1.4 is a free interpretation of thesdea@ierre Manent developedThe City of ManParis, Fayard,
1994,

" In the introduction to hié\n Intellectual History of Liberalisn{Paris, Calmann-Lévy, 1987Pierre Manent
does not consider the Enlightenment’'s war againkrisGanity as the “expression of an immense
misunderstanding” rather, he sees the meaning demity.

8 Pierre Manent summarizes the question well: “Gpiniithout power, power without opinion” Ires libéraux
Paris, Hachette-Pluriel, 1986, volume 1, prefacd4pl5.

° Locke proposes that hunger is the primary threamnan, to which Pierre Manent responds: « Si I'h@mm
fondamental, si je puis dire, c’est 'homme quiaaf, cet homme est radicalement séparé de sesaadasl il
n'a de relations qu’avec son corps et avec la patsr Locke réussit a faire naitre les droits dallvidu de la
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« propriétaire parce que travailleur, travailleurpce que propriétairé*® Henceforth society
becomes economic. Modern liberal philosophy plavesership and the economy at the heart
of political and social lifé?!

Modern power, then, has no other aim than to endwenviolability of private ownership
with a view to guaranteeing the rights of Man andyarticular, his liberty? Where Christian
law aims for moral perfection in Man, modern laved@es an instrument designed to protect
the rights of the individual, sole creator of hidues. The socialization of individuals is no
longer based on key ideas; rather it is based otegiing their choice, in other words: their
interests. Adam Smith is quite rightly cited asnigeihe herald of the liberal agenda: “It is not
from the benevolence of the butcher, the brewetheraker that we expect our dinner, but
from their regard to their own interest It is a profound evolution in the course of traatial
morality. It is tinged with utilitarianism — indiglual interests prevail — and with materialism.
The liberal economic system is moral becauseitiefitly increases the wealth produced and
therefore distributed. The invisible hand of thenpetitive market turns individual egos into

social harmony.

For the ChurcH modern individualistic anthropology can only leam the exaltation of
personal interest which, unless it reflects the mam values defined by the Church - the
Common Good, in the rhetoric of the Church’s SoBlattrine (CSD) —, becomes a selfish
interest encouraging rivalry and violence amongwiadials. When applied to the firm, this
theory of social decay as a consequence of selfasted behaviour leads the Church to

deplore the recurring tendency of capitalism tckgbe highest profit, to favour capital over

seule faim, du seul rapport de l'individu solitaada nature, il aura montré comment les droitsypeuétre un
attribut de l'individu » (Manent, 198Histoire intellectuelle du libéralisméaris, Calmann-Lévy, p. 95- 96).
10 pierre ManentQp.Cit, p. 97.

1 « Ce que Locke nous a donné & voir, c'est le d@ypament de la société économique compléte & plrie
si chétif commencement : lindividu qui a faim. Teua vie économique, avec I'échange, la produétidiu
travail, le droit de propriété, prend en quelqueesta « naturalité » et le caractére incontestaelaroit qu'a
lindividu qui a faim de se nourrir. Dans cet indiv qui a faim réside la base substantielle, nH&yre
primordiale de la vie humaine. On voit pourquoptegramme libéral, une fois qu’il est complétemélaboré,
fait du droit de propriété, et tend a faire de #@omie en général le fondement de la vie sociafmkitique : si
les régles qui organisent la vie sociale doivefireau droit de I'individu solitaire, elles ne peut trouver leur
fondement que dans le rapport de cet individursatare. », Pierre Manerita cité de 'homme p. 102-103.

12 \Which made Louis Dumont say that private ownershifhe modern regime is an attribute of the indix.
Louis Dumont, Homo-aequalis |, Genése et épanomissede I'idéologie économique, Paris, Gallima@Ba.
(Homo-aequalis |, The Genesis and Triumph of Bouo Ideology).

13 Adam SmithEnquéte sur la nature et les causes de la richdesenationsParis, PUF, 1995, livres I-Il, p. 15-
16). (An Enquiry into the Nature and Causes of the WedltRations)

% The following pragaraph borrows ideas from our kydernard Laurent,’enseignement social de I'Eglise et
I'’économie de marchéaris, Parole et Silence, 2007.
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work. While the teachings of the Church throughthiet 20" century have acknowledged that
capitalism has evolved past its original form, diésd by the CSD as “primitive” (John-Paul
Il, Le-7,1; 13,5), “savage”@a-33) and “Manchester Liberalism”’Q@-60) to stigmatize its
violence, popes after the Council, at a time wheadieties in developed nations are less
inegalitarian, nevertheless warn their contempesadgainst greed and seeking profit alone
which, in their view, is detrimental to justide. the wake of the liberal revolution, started in
the 1980s in the US with Reagan and in the UK Witlatcher, before spreading around the
world, which endorsed the free market and entreqaneship, with a reduced role for the State,
John Paul Il expressed his concernLéand then inCa, about the development of certain
capitalist practices which encouraged profit segldnd threatened to bring back the terrible
social reality of savage capitalisioef7,1 and 13,5Ca-8). Pope Benedict XVI echoes this by
condemning the domination of shareholders in theagament of firms that organise 21st
century capitalism to their sole advantage and deces the shareholder value management
model (G-40). Faced with the reality of companies in whiblk rights of capital dominate
the rights of labour, to varying degrees dependinghe aforementioned developments, the
Church has always defended a concept of enterpmisghich there is a relationship of

complementarity between work and capttal.

By insisting on this complementarity, the Churctaeties the right of ownership — a right it

fully recognizes — to a social mortgage.

2. The universal destination of goods as an expressioof a different approach to

ownership and the exercise of related rights:

The founders of Auchan adhere to this Catholic ti@adlithat is markedly different from the

liberal doctrine. In order to understand certainices this major retail and distribution group
has made concerning the shareholding and the aag#m of governance, we must examine
more closely the Catholic Social Doctrine and éisetts on ownership. The Catholic Church’s
values are opposed to a purely technical and naditic approach to ownership rights. In just
over a century, the Church has elaborated a laogy bf doctrines devoted to social and

15 §277 of the Compendium.
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economic matters, including the encyclidahritas in veritate by Pope Benedict XVI,
published in 2009, which is only the latest updatea long series begun in 1891 by Leo
Xl

The Church’s Social Doctrine (henceforth ‘CSD’) axdantly defends ownership rights while
pointedly underlining the related responsibilitieamely the social ones), and by grounding
its legitimacy in the productive and active role thener plays in achieving progress in the
community. The Catholic approach to private ownigrsliffers from the liberal approach that
underpins the standard model of governance in thatboth the acquisition and use of
ownership rights are subjected to a moral cageerned by the respect of people and the
consideration of the greater good and (2) ownerghip only be legitimate if the owner
actively contributes to the growth of the commowndjonvhich cannot be reduced to economic
growth alone. This notion of ownership as respdasamd active, serving human interest in
all aspects (i.e. not just its economic and finahaspects), affects the way a company
perceives the role of its governance system an#ssee structure it. In order to better
understand the challenges for Auchan, we aim thoagtally retrace the notion of ownership
within the CSD.

2.1. The CSD in favour of private ownership

Leo XIII and each of his successors have stronglgrated the right to ownership in the face
of collectivist ideology:” However, the Church doesn't make ownership a sadght as
liberal ideology does. The Church attaches the righldwnership to a social mortgage with
the principle of the universal destination of gaods

Faced with the ravages of industrial society, tloge®warns Catholics against socialist
preceptyRn-3 and 4). He clearly states that he is in favouprofate ownershipRn-5) but
that he relegates its use to the principle of thearsal destination of goods and draws from
the teachings of St. Thomas Aquinas: The foundaiothis doctrine lies in the distinction
between the rightful possession of wealth andatgtimate use. “Private ownership, as we
have seen, is the natural right of man, and tooeserthat right, especially as members of
society, is not only lawful, but absolutely necegsdt is lawful,” says St. Thomas Aquinas,
‘for a man to hold private property; and it is alsecessary for the carrying on of human

16 See appendix 1.
17 All contributors of the social doctrine are unaairs.
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existence’ (Thomas Aquinas, Summa Theologica,, R 66, a. 2). But if the question be
asked: How must one's possessions be used? - threhCiaplies without hesitation in the
words of the same holy doctor: "Man should not adershis material possessions as his own,
but as common to all, so as to share them withesitd&tion when others are in need. Whence
the Apostle with, ‘Command the rich of this worldto offer with no stint, to apportion
largely’ (Thomas Aquinas, lI-Il, Q. 65, a. ZRn-22)

Along with the two sides of ownership, the indivadland the social, the Church has found a
balanced position from which to target the critafsliberalism and socialism accordingly:
“Accordingly, twin rocks of shipwreck must be carly avoided. For, as one is wrecked
upon, or comes close to, what is known as indiMidoaby denying or minimizing the social
and public character of the right of property, sorgjecting or minimizing the private and
individual character of this same right, one inaiy runs into collectivism or at least closely

approaches its tenetgQa-46)

2.2. Laying the foundations of ownershippmpe I'oeilliberalism

Leo XllI insisted that legitimate ownership is bdsen labour: “Now, when man thus turns
the activity of his mind and the strength of his ypéoward procuring the fruits of nature, by
such act he makes his own that portion of natdied® which he cultivates - that portion on
which he leaves, as it were, the impress of hisgrality; and it cannot but be just that he
should possess that portion as his very own, amd aaight to hold it without any one being
justified in violating that right (Rn-9) As Hugues Puelpoints out, Lockean principles are
evoked here. However, if not to protect the riglit covnership, the Pope defends its
legitimacy not as a strictly individual right beyotiee reach of the law, but as a right attached

to a social mortgage, in other words as a rightitheegulated and restricted in its use by law.

While Leo XIll underlined the social aspects of owagp and property, Pius Xl emphasized
the importance of the human use of law in the sitapif private ownership and property,

while being wary of collectivization: “Those, th&ee, doing a work that is truly salutary and

' Pope Leo XlII's doctrine on property and ownerskige rapproche de celle du philosophe libéralasdiohn
Locke, qui, le premier déclare la propriété priecéeme un droit naturel en la fondant sur le travaijument
dont Léon XIII fait grand usage daR&rum novarun», Hugues Puel,es paradoxes de I'économie. L'éthique
au défj Paris, Bayard-Centurion, 1995, p. 211-212.
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worthy of all praise who, while preserving harma@amgong themselves and the integrity of the
traditional teaching of the Church, seek to defime inner nature of these duties and their
limits whereby either the right of property itselfits use, that is, the exercise of ownership, is
circumscribed by the necessities of social lividg. the other hand, those who seek to restrict
the individual character of ownership to such ardedhat in fact they destroy it are mistaken
and in error.” Qa- 48) So private ownership, including that of the meahproductiony are
legitimate, but ownership rights come with a sodiatly.

Beyond the justification of ownership through harork, individuals are driven by need; the
Church insists on the benefits of fruitful labotiFor the soil which is tilled and cultivated
with toil and skill utterly changes its conditioit;was wild before, now it is fruitful; was
barren, but now brings forth in abundanden@0) As well as the conditions under which
freedom is exercised, the Church emphasizes thel dmmefits of private appropriation that
the Church underlines. For Leo XlllI as for Pius &nership is such an effective gauge of
efficiency that endangering it would lead to “upsetd disturbance [...] ; the sources of
wealth themselves would run dry, for no one wowsihany interest in exerting his talents or
his industry.” Rn-15)

The Church’s social teachings have always refleptegitively on enterprise for the sake of
general prosperity — “Now a State chiefly prospansl thrives through moral rule, [...]
respect for religion and justice, the moderatiod fir imposing of public taxes, the progress
of the arts and of tradeRf— 32) — Pius Xl defends the same virtues, even lucraiives:
“Nor is it to be thought that gainful occupationre shereby belittled or judged less consonant
with human dignity; on the contrary, we are taughtecognize in them with reverence the
manifest will of the Divine Creator Who placed mgyon the earth to work it and use it in a
multitude of ways for his needs. Those who are gaedan producing goods, therefore, are
not forbidden to increase their fortune in a justl &awful manner; for it is only fair that he
who renders service to the community and makesher should also, through the increased
wealth of the community, be made richer himselfoagmg to his position, provided that all
these things be sought with due respect for the lafaGod and without impairing the rights
of others and that they be employed in accordanitle faith and right reason. If these
principles are observed by everyone, everywherd, aways, not only the production and
acquisition of goods but also the use of wealthictvimow is seen to be so often contrary to
right order, will be brought back soon within theulnds of equity and just distribution. The

¥ This is specified ifMater et magistrag-19 then in §-113. Former encyclicals approveheit ever explicity
mentioning the rights of capital.
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sordid love of wealth, which is the shame and gseabf our age, will be opposed in actual
fact by the gentle yet effective law of Christiandheration...” Qa-136).

This benevolent attitude towards private enterpisseften ignored, while it is true that the
recognition of its positive role is closely monidr Leo XIII and Pius XI's successors have
maintained this favourable attitude towards priviatas so long as they operate with a social
objective. Pope John XXIll, the Pope of the Secafatican Council, summed up the
Church’s position while defending the right to tdk®ancial initiative Mm 51 and 57) and
takes a positive stance towards industrial activity

2.3. Concrete requirements of SDC regarding cotp@avernance

Property law is therefore recognised, but burdeméith a social mortgage. Its use is
subordinated to the service of justice and the comgood, as if owners were, in a sense,
only depositories. We note three obligations that taelessly set out in the various social
encyclicals as a concrete application of the dutresimbent on owners of the means of
production: the just wage, employee participatem] temperance in acquisition and the use

of property.

The just wage

The Church defends a moral approach to wages éfigcts the complementary inputs of
each factor of production: “It is entirely false dscribe to the property alone or to the work
alone whatever has been obtained through the ceaulgfiort of both, and it is wholly unjust
for either, denying the efficacy of the other, toogate to itself whatever has been produced.”
(Qab9y To ensure harmony, Leo Xlll reminded each partyt®fduties, principally those
arising from justiceRn-16); foremost of these is the duty for the workally and faithfully

to perform the work which has been freely and edpyt agreed upon”Rn16) while
refraining from giving in to “men of evil principg8 who “work upon them”, only making
artful “promises” or even inciting him to defendslown cause with “violence” or engage in
“riot and disorder” Rn-16). For their part, employers must not subjectkems to “slavery”
(Rn-16), which leads to the problem of the “just wags’a duty of justice of the “employer”
(Rn17). Pius Xl carried on Leo XlII's idea of the §uwage”, which should allow a family to

live satisfactorily, that is to say, to afford acomodation, food, healthcare, and its children’s

2 Pjus Xl carried on with the idea of complementaexpressed before him by Leo XIII: “Just as thesetry
of the human frame is the result of the suitabtarayement of the different parts of the body, sa fbtate is it
ordained by nature that these two classes shouddl @dwharmony and agreement, so as to maintairbéence
of the body politic.” Rn-15)
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educatior: He explicitly opposed the liberal concept that esgre a price freely negotiated
on a market, like any other goadlhe conciliar popes perpetuated for their contepes
the idea of the just wage, which should be fundeddmbined social policies.

Participation

The Church defines business as a primarily hunfam economic institution. John XXIII
centred the Church’s teaching on human dignity,ctvded him to describe business as a
“human community” MMm-91)> The Vatican Council encyclicals thus set out thente of
human dignity for companies’ attention.

This concept of business as a place for the congaéamy talents of capital and labour led to
participation. The idea had already been advangeRils Xl, who mentioned it relative to
management and profit-sharing: “Wage-earners arroemployees participate in the
ownership or the management or in some way shateeiprofits” Qa-72). This theme was
amplified by the conciliar popes: first John XXIWho devoted several articles to itNMdm,
then each of his successors. The “good pope” difemeployee participation in ownership of

the business as a means to promote greater jedteeeferred to Pius XI when stating that

2 John XXIII's definition perfectly summarises thegition of both popes: “Workers must be paid a wabéeh
allows them to live a truly human life and to futfieir family obligations in a worthy mannerMm-71).

2 | eo XIlII set moral law against the freedom to ritage a paid contract on a free market: “Let thekivgg man
and the employer make free agreements, and incpkatilet them agree freely as to the wages; nbeless,
there underlies a dictate of natural justice mamperious and ancient than any bargain between menren,
namely, that wages ought not to be insufficiergupport a frugal and well-behaved wage-earn&¥34). John
XXII questioned whether the wage should be seth®y marketplace: “We therefore consider it Our diaty
reaffirm that the remuneration of work is not sohnireg that can be left to the laws of the marketpjawor
should it be a decision left to the will of the ragrowerful. It must be determined in accordancé yustice and
equity” (Mm-71).

z For exampleMm-33, Gs67-2,Le-19. As the Western countries and Japan develgmeil teaching focused
more on the reality of the just wage in develop@ogintries (John Paul Il i€a-34), even though he stressed
that, in the developed countries, regression wiigessible Ca-8 etCa-34). Benedict XVI held similar views
(Cw-63).

24 John Paul Il, who was deeply influenced by perBsniaeas, spoke of a “community of person€a{35) or a
“society of persons”: “For such a task, the Chuodfers her social teaching as ardispensable and ideal
orientation a teaching which, as already mentioned, recogntbe positive value of the market and of
enterprise, but which at the same time points loait these need to be oriented towards the commod. Jdis
teaching also recognizes the legitimacy of workefforts to obtain full respect for their dignityé to gain
broader areas of participation in the life of indlias enterprises so that while cooperating withess and under
the direction of others, they can in a certain séwsrk for themselves’ through the exercise ofrti@elligence
and freedom. The integral development of the hup®son through work does not impede but rather ptesn
the greater productivity and efficiency of workeifs even though it may weaken consolidated powreicaires.
A business cannot be considered only as a ‘soofetapital goods’; it is also a ‘society of persoimswhich
people participate in different ways and with sfieaiesponsibilities, whether they supply the neagg capital
for the company’s activities or take part in suctivaties through their labour."Ga-43).

% “Experience suggests many ways in which the demangustice can be satisfied. Not to mention othays,
it is especially desirable today that workers gedigucome to share in the ownership of their conypday ways
and in the manner that seem most suitable. Foytaen more than in the time of Our Predecessos[RI],
‘every effort must be made that at least in futarpist share only of the fruits of production bempiged to
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no party could claim all the rewards of product{dm-76 quoting fromQa-59). However,
participation should not be reduced solely to @sremic dimension through profit-sharing. It
should concern labour itself, thanks to each partgllaboration in the overall operation of
the business,in training Mm-94), and in supporting internal promotioMr(+93). John
XXIII saw participation as the means to tangiblansform a business into a “human
community”” The conciliar constitution, for its part, reitexdt “promoting the active
participation of all in the running of companiesi,line with conditions to be determined as
best possible Gs-68), while John Paul Il restated the Church’s psals to foster jbint
ownership of the means of wpsharing by the workers in the management andfditp of

businesses, so-called shareholding by labour, @te:14 thenCa-16).

Temperance

Social doctrine fears that modern society sacsfipeople in the headlong search for material
and pecuniary benefits alone. The conciliar popeplified their predecessors’ criticisms of

modern society, which was dominated by the econdrhgy updated the condemnation of

chrematistics and conspicuous consumptidoy stigmatising contemporary materialism. The

accumulate in the hands of the wealthy, and thaaraple sufficiency be supplied to the workersMn¢-77
citantQa-68)

He even proposed that employees, in view of thenfiral techniques of the early ‘60s, when self+itiag was
a common practice, should have a personal entitietoethe business: “We must notice in this conioecfthe
prosperity of a people being measured more by thilsution of the goods and wealth created thartHsyr
growth — AN] the system of self-financing adoptedniany countries by large, or comparatively largms.
Because these companies are financing replacemedntlant expansions out of their own profits, tigegw at a
very rapid rate. In such cases, we believe thatwitrkers should be allocated shares in the firmsvuich they
work, especially when they are paid no more tharidmum wage.” Mim-75).

% “ (...) all parties [owners, managers and workdrajist] cooperate actively and loyally in the conmmo
enterprise, not so much for what they can get bittfor themselves, but as discharging a duty serlering a
service to their fellow men. All this implies thidite workers have their say in, and make their oamtrioution
to, the efficient running and development of theiterprise.” im-92)

2 "\We, no less than Our predecessors, are convitim@dcemployees are justified in wishing to part@tgin the
activity of the industrial concern for which theyosk. It is not, of course, possible to lay downchand fast
rules regarding the manner of such participationttiis must depend on prevailing conditions, whiahy from
firm to firm (...). But We have no doubt as to theeddfor giving workers an active part in the busiebthe
company for which they work — be it a private opublic one. Every effort must be made to ensur¢ the
enterprise is indeed a true human community, coxeckabout the needs, the activities and the stgrafieach
of its members.”Nim-91).

% Pjus Xl is clear on this subject: “The root andtf@f this defection in economic and social liferfr the
Christian law, and of the consequent apostasy eatgnumbers of workers from the Catholic faith, tre
disordered passions of the soul, the sad resutiginal sin which has so destroyed the wonderarhtony of
man’s faculties that, easily led astray by his deisires, he is strongly incited to prefer the jpgsgoods of this
world to the lasting goods of Heaven. Hence afisasunquenchable thirst for riches and temporatigpwhich
has at all times impelled men to break God’s lang taample upon the rights of their neighbours,which, on
account of the present system of economic lifégying far more numerous snares for human frafipce the
instability of economic life, and especially of is$ructure, exacts of those engaged in it mostiggeand
unceasing effort, some have become so hardendz tstings of conscience as to hold that they dosvad, in
any manner whatsoever, to increase their profit @se means, fair or foul, to protect their hardiweealth

19



conciliar constitution draws a distinction betweétaving” and “being”, by pointing out that
“man is worth more for what he is than for whathas” Gs-35). Paul VI, John Paul Il and
Benedict XVI expressed the same concern.

The Church shows itself to be prescriptive, cgliim men and women to display a temperate
attitude to acquisition (profit is not the only pose of business, and speculation is not
virtuous) and the use of propeftyA sense of moderation in consumption, instead of
ostentation, thus makes it possible to serve jisiind exercise solidarity towards the most
deprived? a theme that Benedict XVI has defended vigorobsfycalling for new lifestyles
“in which the search for truth, beauty, goodnes¥ dre the factors which determine consumer

choices, savings and investment”

against sudden changes of fortune. The easy da@ttsatmarket unrestricted by any law opens to ety
attract large numbers to buying and selling goadsl, they, their one aim being to make quick prafiih the
least expenditure of work, raise or lower pricesthsir uncontrolled business dealings so rapidiyoeding to
their own caprice and greed that they nullify thieest forecasts of producersQ#143).

» “For since the seeds of a new form of economy veerrsting forth just when the principles of ratibea had
been implanted and rooted in many minds, therekfuideveloped a body of economic teaching far reedov
from the true moral law, and, as a result, compjdtee rein was given to human passions. Thuameto pass
that many, much more than ever before, were salehcerned with increasing their wealth by any means
whatsoever, and that in seeking their own selfigarests before everything else they had no comseiabout
committing even the gravest of crimes against sth&hose first entering upon this broad way thati$eto
destruction easily found numerous imitators of theiquity by the example of their manifest succdss their
insolent display of wealth, by their ridiculing tikenscience of others, who, as they said, werdkeduby silly
scruples, or lastly by crushing more conscientimaspetitors.” Qa-145).

®paul VI ©a9); John Paul 11$rs28); Benedict XVI Cv-11).

 Concerning “those whom fortune favors”, “a mosicstaccount must be given to the Supreme Judgalfeve
possess” Rn18), hence the encouragement to adopt asceticvioeina“Christian morality, when adequately
and completely practiced, leads of itself to tenapgsrosperity (...); it powerfully restrains the gdeef
possession and the thirst for pleasure [a referémd&mothy 6:10: “For the love of money is the tad all
evil’] — twin plagues, which too often make a mahowis void of self-restraint miserable in the midst
abundance; it makes men supply for the lack of méarmough economy, teaching them to be content fivithal
living, and further, keeping them out of the readhthose vices which devour not small incomes nyerelit
large fortunes, and dissipate many a goodly indweci¢.” Rn-23).

2 “Furthermore, a person’s superfluous income, thaincome which he does not need to sustain iifedly
and with dignity, is not left wholly to his own fealetermination. (...) the rich are bound by a \grave precept
to practice almsgiving, beneficence, and munifieeh¢Qa-55) and “Those who are engaged in producing
goods, therefore, are not forbidden to increasie fbegune in a just and lawful manner; for it ialg fair that he
who renders service to the community and makeglier should also, through the increased wealtthef
community, be made richer himself according togusition, provided that all these things be sowgth due
respect for the laws of God and without impairihg tights of others and that they be employed ao@tance
with faith and right reason. If these principles abserved by everyone, everywhere, and alwayspmgtthe
production and acquisition of goods but also thee afswealth, which now is seen to be so often @wytto right
order, will be brought back soon within the bounflequity and just distribution(Qa-147).

% Cw51 quotingCa-36.
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3. The case of Auchan: Catholic thought, family goverance and employee

participation

We will now explore further the concrete link beemethe Catholic value base, the ownership
structure and the governance system in the caser wstddy. Auchan is one of France’s
largest companies, but deliberately stays out ®fstbck market; a very high proportion of its
capital is held by the family of the founder, Géraulliez. Despite its great size, the group
differs radically from the managerial company diémd by Berle and Means, for which the
standard governance model was devised; this aimiedaply to guarantee the financial
interests of stock-market investors. The purposehtd section is to show that the high
concentration of ownership within the family, ar tcompany’s unlisted status, stem from
the founder-chief's deliberate decision, and tiég tecision is based on his value system,
which is strongly influenced by the Church’s sodaktrine, which promotes ownership for
all (employees included) but also the subordinatbrownership to one’s social role and
responsibility.

To this end, we conducted a semi-directive, cenitregtview lasting about three hours with
Gérard Mulliez, which was recorded and transcrib€de idea was to identify, in his
discourse, the presence and importance of the valuthe social doctrine of the Church, as
well as the consequences of these values in howcdnegpany’s oversight system was
structured. Our research protocol was thereforeggded to supply a concrete illustratioof

the central premise of Hambrick and Mason’s Uppenefons Theory (1984), which states
that a company’s strategic decisions (includingséhaegarding its main governance
mechanisms) reflect its executives’ values and itivgnstructures. In the case of Auchan, we
consequently intend to first set out the value#fipper echelons (3.1) so as to then show
how they are reflected in the other governance mr@sims (3.2). To do this, we analysed the
content of the transcription according to a typatabgrid of the governance mechanisms
proposed by Charreaux (1997), cimgpra (table 1). We attempted to define each section of
text that referred to a governance mechanism, docwpto its more or less specific nature, on
the one hand; and to its intentional or spontane@tisre, on the other hand. These findings

are summarised in table 3, which characterisespbeific features of Auchan’s governance.

% In epistemological terms, the status and utilitysafdying an original case as dlustration of a piece of
conceptual work are discussed by Siggelkov (2007).
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3.1. The roots of Gérard Mulliez’s thought in tHeGGvalue system

The governance system, as it appears today, rekolts a long development strongly
influenced by the Catholic roots and the persomaegences of the family’s members, in
their interactions both with each other and withirtls®cio-economic environment. Gérard
Mulliez highlights this Catholic cultufe as an important legacy, which reaches into his
business practice: “I feel that we're steeped {Dagholic culture, whether we like it or not.”
(Interview with GM, 16/10/08, pages 68-69). Hisdbears — direct relatives, uncles and aunts
— are not satisfied with simply professing theiithifa For them, it must permeate their
managerial practices. Gérard Mulliez stresses the of priests and of Catholic action
movements that work with business managers — thRGCfentre Francais du Patronat
Chrétien, “French Centre for Christian Employersijich became the EDC (Entrepreneurs
et Dirigeants Chrétiens, “Christian Entrepreneurd Managers”) and MCC (Mouvement
Chrétien des Cadres et Dirigeants, “Movement ofisiihn Managers and Corporate
Officers”): “we studied the encyclicals when we weyoung, but very intensely”. (GM
interview, 16/10/08, pg. 68-69).

A brief reminder of the ideological and historicabntext is required to understand the
importance of this commitment by the family’s memsh&érard Mulliez is heir to a business
tradition dating back to the late 19th century, eithdeveloped in the 20th century until he
reoriented it into the mass-retail sector. The famad been deeply affected by industrial and
ideological conflicts, especially in an industrialgion of France with powerful Communist

and Socialist forces. Although the social situatiointhe working class had improved

throughout the post-Second World War growth eraglidgical rifts remained, and in France
in particular, where the Socialist and Communisties were still advocating a breakaway
from capitalism; and, in the case of large commaropposed the private appropriation of the
means of production. In a context of Cold War idgatal confrontation being played out

across a sensitive industrial region — which togayoung generation have never known —
debate about the legitimacy of ownership took special importance.

Faced with the Socialists’ and Communists’ threiagrstance on the legitimacy of private

appropriation of the means of production, the Chune its teachings, forcefully asserted the

right to property in the name of efficiency; butnia way made it an intangible principle.

% Geert Demuijnck stresses its importance within Heucin his articleefrom an Implicit Christian Corporate
Culture to a Structured Conception of Corporatei€dhResponsability in a Retail Company: A Cased$tin
Hermeneutic Ethigan Journal of Business Ethics, 2009, 84: 387-4@4,391.
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This conception of property defended in the SD@aatral, and is widely reflected in the
discourse of Auchan’s founder. In particular, intans the idea of the universal destination
of goods: property is legitimate only on condititiat it is used in an active, fruitful and
generous way. In other words, the shareholder lig ihdepository — “I think the companies
don’t belong to us. They used to belong to those lelbked after them, and today they still
belong to those who look after them. And if they 'tdaok after them well, there’ll be
nothing left. If they do look after them well, thémere will be something left. But we're not
really the owners, we know that.” (GM, pg. 71) -dats positive effects must benefit the
greatest number. He justifies employees sharinghé company’s profits as a concrete
application of the SDC: “And so, in the encyclicaldien we were told that ‘private property
should be spread wider’ and that's what had to beed my uncles didn’t want me to
introduce employee share ownership, so | remindeohtof the encyclical. | said ‘Listen, it's
pointless telling me the encyclicals must be appléand then refusing when | actually ask you
to do it” (GM interview, 16/10/08, pg. 68-69). fact, Auchan would introduce a bold policy
(see below): the family’s authorisation went beyadtsdreservations, which Gérard Mulliez
understood and attributed to the class-struggleesbrpecific to France: “I understood my
uncles’ reaction. They had had the Great War andidMafar 11, the strikes in ‘36, and the
strikes in ‘45 or ‘46. When you've nearly gone bank several times, and you're facing
tough-nut unionists who never listen, like the C&Ta given time. [...] the relatives didn’t
want to find themselves around the board of dimsttable with people who were impossible
to manage. So | understood why they were afrai@éyere afraid and they said: ‘OK, you
can do it, but on condition that ... before beconshgreholders, every person should attend a
course on business economics.” And with the CatHathiversity’s help, we set up a business

economics course, which to begin with was actugitijrteen hours long.” (GM, pg. 69).

The comments of Gérard Mulliez very closely ech®mabnception of social doctrine in which
private appropriation is recognised providing thegt owner accepts his duties, in other words
he deems legitimate the social mortgage incumberttim: “God intended the earth and all
its contents for the use of all men and all pegmesthat the benefits of the creation should
flow fairly into the hand of all, in accordance withe rule of justice, which is inseparable
from charity. (...). That is why man, in the way hesigt, must never consider his legitimate
possessions as belonging solely to him, but mest hem as common, in the sense that they
may be profitable not only to him but also to thieess” (Gs69.1).
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3.2. Impact of corporate-governance mechanisms

In the previous section, we observed that Auchdmsder subscribed to an approach to

property that was deeply rooted in the Church’saaoctrine. In addition we observed that

this value system directly influenced a significaleicision regarding the capital structure,

involving employees in ownership, but also to thsponsibilities arising therefrom, for the

company’s sound management and its developmener @iistinctive features characterise

Auchan’s governance: these are summarised in bleased on the general typology of

governance mechanisms proposed by Charreaux (188¢M. listed mechanism will then be

illustrated by Gérard Mulliez quotations, with aghicommentary.

Table 3— Specificities of the Auchan Group’s governanceesyst

Specific mechanisms

Non-specific mechanisms

Intentional mechanisms

Wills

Internal rules of the
Mulliez family’s
association (AFM)
employee share
ownership and
participation in
company’s
management:
Valauchan
supervisory board:
family,

Valauchan represen
ative; coaching
remuneration
systemssearch for
moderation

Social doctrine of th
Church (social
encyclicals, etc.)
Christian networks
(CFPC, MCO):
“discussions with a
certain ethical
perspective”

1%}

Spontaneous mechanisms

internal family share
market:once a year;
shareholder-base
stability

internal capital
market:self-
financing, solidarity,
long-term
perspective
(commitment)
family culture:
Catholicism,
solidarity, unity,

entrepreneurship

business culture:
paternalist, social-
Catholic tradition of
Northern France
market of goods ang
servicesdiscount
price and product
availability
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3.2.1. Intentional and non-specific mechanisms: S@des” and official relays

Social encyclicals

Regarding intentional and non-specific mechanidmas influence the behaviour of Auchan’s
top managers, we should mention the social en@slievhich are subject to serious analysis
at family meetings: “The family’s thinking, undenpied by reading and analysing the papal
encyclicals and their comments on labour, propany business, gradually make it possible
to formalise the company’s core values and itscstibelf-respect, respect for others and for
work, trust, a spirit of service, empowerment, s@arency, and a concern for thrift and
proper management of assets, make this model stsargjmilar to that of Rhineland
capitalism®® (Réale and Dufour, 2005, pg. 259-260). The expligference to the Church’s
teaching during the period when the governanceesystas designed is confirmed by Gérard
Mulliez: “we studied the encyclicals when we wereugng, but very intensely” (GM
interview, 16/10/08, pg. 68-69). This shows tha¢ social encyclicals, which contain a
number of principles and recommendations for comggrsome of which directly involve
governance issues, played a role in framing theavaebr of Auchan’s upper echelons, at
least during the key period when the group’s idgntias forged, a role comparable to that of

the codes of conduct or codes of governance in srtwelay’s big listed corporations.

Christian networks

Gérard Mulliez also frequented Christian employetworks, which enabled him to have
“discussions with a certain ethical perspective”:

“At my CFPC or MCC meeting, we talk about each othproblems, we discuss things. Our
discussions are based on documents, and then weday ‘We agree, we don't agree’, ‘They
don’t have their feet on their ground, it's complgtdaft’. Or, on the contrary, ‘Yes, maybe
we could apply this’. Let's say that, at all times hold discussions with a certain ethical

perspective.” (GM, pg. 11)

% Gomez and Wirtz (2008) highlight the very stronfjuience of the Catholic Church and its social doeton
West Germany'’s recovering capitalism after the v@e also Langner (1980). It is noteworthy that rireen
author of Peope Pius XI'Quadragesimo annencyclical was the German Jesuit Oswald von NedldBing,
who also played a significant role in the fledglirederal Republic of Germany.
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The CFPC is the Centre Francais du Patronat Chrdtierench Centre for Christian
Employers”). Founded in 1948, it changed names (802and became Entrepreneurs et
Dirigeants Chrétiens (“Christian Entrepreneurs @ang Managers”) (EDC). According to its
official website, the movement strove from the ettsn favour of thought and action that
were more oriented towards implementation of theur€iis teaching”. The MCC is the
Mouvement Chrétien des Cadres et dirigeants (“Mam@nof Christian Executives and Top
Managers”), affiliated to the French Catholic Churéts charter states: “The Movement’s
mission is to help its members act more in keepiitly the Spirit of Christ in all places where
they exercise their responsibilities, and everywhemere they prepare and take their
decisions. It pays special attention to situatiand responsibilities relating to working life, in
particular those of the executives and top managietse business world, as well as to the
French, European and global environments in wHiely bperate”. These Christian networks
are very structured, and may therefore be viewedh@ntional platforms for conveying
Catholic thought to the top-management community.aAgovernance mechanism, they can
therefore be deemed intentional and non-specific.

3.2.2. Spontaneous and non-specific mechanismgnagulture and business imperatives

Regional business culture
The regional business culture is one of the spoota)e non-specific governance

mechanisms. It has had a susbtantial impact omthdsets of the Mulliez family members

and of the top managers from the family: “The reglocontext was important. By which |

mean that, in the regional context for examplethalboys were entitled to join the company.
That's how it was, the grandfather would say: ‘Ally children are equal and they are all
entitled to join’. They weren’t asked if they wdrappy to join, they were told: ‘“You have to
join’. And they were also told: ‘Your wage will depd on how many children you have,
because it depends on how much money you needet@ifi. Your house was paid for, your
house was built for you, but it also depended anrtbmber of children you had’. And so
everything was organised in a patriarchal way, ddpg on how many children you had.”
(GM, pg. 8)

Market of goods and services
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The market of goods and services is certainly aegwance mechanism (Fama, 1980;
Charreaux, 1997), insofar as it imposes limits @m managers’ strategic action. It is clearly
recognised as such, and governs strategic conticichan:

“The customer is king. If the customer isn’t saéidf the company ceases to exist. So the first
thing that must be done in a company ... becauseod gompany ... my first reply is: ‘A
good company is a company that exists’. And a campgaan only continue to exist if it
makes money.” (GM, pg. 11).

This mechanism clearly applies to any company itnon-specific), whatever its value
system. In Gérard Mulliez’s conception, it représethe company’s “physical foot” next to
its “spiritual foot”. In his view, the company neetisth to move forward and develop.
Indeed, this reflects the idea that governance arm@sims are perceived not just as constraints

but also as development levers.

3.2.3. Spontaneous and specific mechanisms: fauliglarity and internal capital market

Family culture

Originally, the Mulliez family culture was strongkteeped in Catholicism, and this culture
does not stop at the company’s door. However, @évéulliez implicitly recognises that a
certain detachment from this culture has develayed time:

“My father and his brother Louis were part of thatllic action network with priests, Jesuits
and others who were quite remarkable. Father Raalsmnmade a big impression on them.
And so they really worked hard. It was better thaaay’'s CFPC. Spirituality... The chaplain
went into the details of how companies were orgahigGM, pg. 11).

Beside the strong involvement of Gérard Mulliez &l parents in Catholic circles, a major
trait of the family culture is its sense of respbilisy vis-a-vis committed people. This sense
of responsibility was passed on by the parents, fettoit required a real closeness to the
companies, ownership of which should mean more thamere financial interest: “So our
parents wanted us to stay close to the comparfey, wanted us to stay close to the
companies and for the private ownership of the meadmproduction to be something that is
not... it's not about money, it's a question of raesgbility. We are responsible. When we
open a factory, we are responsible for the peogeaegruit, we are responsible for helping
them grow, we are responsible... If we want to chahgeys, we need to be responsible, not
shareholders.” (GM, pg. 7)
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This sense of responsibility is coupled with a vetsong solidarity between the family’s

members, giving rise to the maxim abtis dans tout(“everyone in everything”):

“The internal rules begin, ‘We stay together beeaiiss better to do business all together
than separately. It is more efficient and more liigient to do business all together than

separately’. So that’s the fundamental reason Why'te stayed together.” (GM, pg. 6)

Family capital market and internal funding: the eefion of stock-market logic

The family culture of responsibility and solidarityas an offshoot in one of the most
distinctive features of Auchan’s governance modalnely the organisation of its internal
family capital market, where transactions are caetetll once a year only by the 500 or so
family shareholders, according to a strictly conéwlprocess. Becoming a shareholder pre-
supposes obtaining approval from the AFM (the fgnaissociation) and signing up to the
AFM charter. As for the company’s development ficenbuilding up cash reserves has
always been preferred to external fundraising. Témmily capital market and internal
development funding are based explicitly on theeaepn of the stock-market logic of
resource allocation, in order to favour relatiopshased mechanisms based on a good
understanding of business and on the people sbbsgrio the values that shape the

distinctive features of the governance system.

Internal family share market

Gérard Mulliez explicitly compares the stock marlketd the family share market as
alternative governance mechanisms: “at a given méniMarcel Fournier [the founding
family of retail group Carrefour], said to himsélfd like to give my brothers and sisters a bit
of money, so I'll list the company on the stock kedt. And he did. Now look what's left.
Furthermore, children have worse manners when gdisted. We are only allowed to sell
once a year. When you're only entitled to sell oagear, you spend a year thinking about it.
Then when you've sold, you can’t buy for a year,ifspou’'ve sold too many, your money
isn't well invested between the two points, and yeulost something. So reflecting every
year, and then a year later, rather than every waekes a company’s true value easier to
calculate.” (GM, pg. 62) Gérard Mulliez thus refedhe stock market as a governance
mechanism, so as to guarantee the interests ajwnscompany’s shareholders. His stance
reflects the conviction that there is a risk of ertain loss of responsibility among the
shareholders (here, “ill mannered” reflects a losvalues) through an emphasis solely on

financial interests, which can easily be sold oa $tock market. Such a stance implicitly
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reflects the conviction, borrowed from Catholic thhtyy that property — besides its financial
entitlements, which can be immediately converted agash if necessary — also carries a heavy
responsibility, which demands that any decision &lzopossible divestment be taken with
discernment and after a minimum of reflection. Aarcls founder thus contrasts the virtues of
organising an internal capital market like the Nadlfamily’s, and its long-term view, with
the stock market, which is perceived as causingotmal of personal responsibility between
shareholder and company to break. He is convintatg dver the long term, such an approach
is in no way at odds with the interests of the farshareholders:

“I think that the family’s shareholders are far \tBier today, generally speaking, than the
shareholders of the Halley family, than the shagrs of the Carrefour family, than the
shareholders of the Castorama family, etc., which lssted companies. So | think the
shareholders have now understoond that it was sidenable growth and efficiency driver,
and a considerable justice driver. [...] The top ngans think: [...], it's my dough and my
mates’ dough, so let's be careful with it'. Theyimet like some finance directors who say:
‘I'm going to boost the share price and cash ienttill go somewhere else where I'll keep
my shares, and then I'll engineer a drop in theeshmice, then I'll buy, etc.”. There are
finance directors who have made a fortune simplyghynbling with no regard for their
company’s interests. So | think it's a good syst#ta.a much better system than the stock
market, and in any case, the stock market doestyiou link the staff to the year’s results and
share price.” (GM, pg. 63) Here too, the idea & twner being responsible for the entire

company is strongly present.

Internal capital market

To fund the development of its business activitibe, Mulliez family favours self-financing
and adopts a long-term vision: “It's fundamentailyportant to leave the money in the
company. If the Mulliez family withdrew lots of mopesvery year, it would stop the
company growing at a good rate, and [would compseirthe company’s future value.” (GM,
Ppg. 63)

Indeed, revenues from mature activities allow ttaetsip of new businesses, unsubjected to
the short-termist pressures of the financial mark@&esides the solidarity between the
family’'s members, the workings of this internal ¢apmarket reflect a strong attachment to
long-term development, sometimes to the detrimérmshort-term financial profitability. The
clearly-stated end goal of financial decisionshisréfore not short-term profit but long-term

development:
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“The Mulliez family’s smart idea is that, as wea# shareholders in all the businesses in the
same proportions [...] as we are all shareholdetearsame proportions, when we trial a new
business somewhere, even if it takes seven todarsyo get it going... we bear the start-up
losses, we put up with the time it takes to tra@ogde, we put up with the time it takes to
adapt to a new reality we didn’'t know about, etd.H. there is an implicit notion here of
“sustainable” finance, which allows support foearhing process necessary for development]
When you're by yourself [...], decisions about whette keep going in periods of crisis or
difficulty [...] are harder to take. [...] So there asarvival opportunities that arise when
you’re by yourself, but in a bigger group, you taselong as you need” (GM, pg. 40).

By contrast, Gérard Mulliez is highly distrustfultbe financial markets: “When | discovered
the trading rooms, at first | didn’t know what thegre doing, these guys who all come from
the top graduate schools, sitting behind compuggaging with something that doesn’t exist.

| was astounded.” (GM, pg. 60) And then: “I hopatthafter having sorted out the dot-com
bubble crisis, after the crisis he¥e| hope people will stop playing with things thaind
exist. And so they’ll use the money to create pragmed value. Because that isn’'t adding
value, it's just paper.” (GM, pg. 61) “Real valuéfom productive investment in companies
one knows about and in which one is personallylied is thus contrasted with the “idols”

of market finance, which creates a virtual reality.

3.2.4. Intentional and specific mechanisms: forgaion of the conception of ownership

and shareholder relations

A governance system is a whole; its componentsaateand mesh in a complementary way.
Intentional, specific mechanisms therefore give @emformal character to top managers’

values.

Wills

One of the primary intentional mechanisms spetifithe Mulliez family’s companies are the
wills, which formalise the conception of ownershgnded down by the family culture:

“In his will, made long before he died, my fathewvgaus ownership of the shares. | have
transferred mine to my children in 1975, and myep&s had done the same for me in 1939-
1940. In his will, and in the documents accompagyihe gifts by will that were made

3" The interview took place on 16 October 2008.
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officially, my father wrote: ‘You are forbidden froreelling the shares in the companies,
except to create a job for one of you or one of yanathers, and providing it is with the
consent of at least two of your brothers, in orterprevent dispersion, bouts of over-
enthusiasm, etc.’. [...] And | believe that this nisportant because it proves, if you will, that
we are not owners, we are managers of a good snwtbrld. We will be judged accordingly
when we reach the other side, and it doesn’'t betongs. This means that selling shares to
pay for girls is [dumb], it makes no sense. Selbhgres to buy a boat is questionable. Selling
shares to play the stock market, | did it once bludt. [...] every time I've overstepped the
mark, my father up in heaven, and even when hethas, ... I've lost. And so | was cured,
because when you don't take care of business,asmdbrun properly. » (GM, pg. 29) The
spirit of the will, as perceived by Gérard Mulliedearly reflects the idea of the universal

destination of goods.

The family association and its internal rules

The family shareholders’ relations are also forsedi to a degree within the Mulliez family
association (AFM), although from a legal perspectiie body does not really exist (it is not
a non-profit association under the French law d1)9However, it has a code of conduct,
first written in the generation of the Auchan foend parents: “These internal rules stem
from what our parents were, what my grandfather, wéssit my parents were, from my father
and his brothers, and what we are. The rules hesleed over time, because when there were
ten partners it wasn’t the same as when there thétg, which wasn’t the same as the five
hundred there are now. When there were two comgaitiavasn’'t the same as the large
number we have now.” (GM, pg. 6).

These rules derive from a joint agreement betwdwmn association’s members, and are
informed by the strong Catholic culture of thetfulgafters:

“They made the rules together, so they convincesl amother round a table. | attended the
introduction of the first set of rules. We met frarmght o’ clock to noon every Saturday
morning, and we read them line by line. My fathaenfinvented the lines, and my father’s
youngest brother, Francis Mulliez, did the finahftlr He would read out a sentence, and say:
‘Do you all agree?’. They said ‘yes’ or ‘no, couldwe change this or that?’. And so we
gradually absorbed them. Also, my father and hthar Louis were part of the Catholic
action network with priests, Jesuits and others whre quite remarkable. Father Ranson also

made a big impression on them. And so they reallyked hard. (...) Spirituality... The

31



chaplain went into the details of how companiesensganised. So they worked on that and
then they applied it.” (GM, pg. 11).

Employee share ownership

Besides the sense of responsibility attached toecstp by family shareholders, the
Church’s social doctrine defends the possibility aufcess to ownership for the greatest
number. We have already mentioned that this elewiethie SDC was a decisive factor in the
introduction by Auchan of employee share ownersHigre, we will simply state that when
the scheme was put in place, Auchan had a big tetds area, and even today, an employee-
owned equity stake of about 13% is highly unusaebfgroup of this size.

Asked about the reasons for employee share owperSidrard Mulliez replies: “Well, it's
both fair and effective”. (GM, pg. 61)

Supervisory board

Owing to their equity stakes, which are managea@ lwpdy called Valauchan, the employees
have a representative on the supervisory boards He president of Valauchan International.
Otherwise, the supervisory board has an empiricat®ire; the spirit is not one of suspicion
of potentially dishonest behaviour that requires nooimg (as the mainstream approach to
governance would have it). On the contrary: theigdeto provide assistance, so as to make
sure projects are viable:

“In our group, the principle is that each managenieam must have a so-called supervisory
team opposite. It would have been better to tatkualassistance, but in the end we used the
term supervisory [...] The idea being that the suisery team plus the operational team do
better together than if it didn’t exist. And thateoteam’s human resource professional can
give their HR tips to their counterpart. [...] Thesds always a guy who'’s a boss because he
has some distinctive quality. Generally, he’s umdgle in his area, but has lots of gaps
everywhere else. So we have to help him to surrduntself with experts from the other
areas — that’'s important, it's one of the boardigs. And it's one of the board’s roles to train
the people around the management team in the gpac#fas. So it's a system which means
that every month people have to meet, and everytimeach of the company’s major
functions is reviewed.” (GM, pg. 64-65)

And then:

“So, it's important to have these advisers and weslth of expertise which was put in place

to supervise us. That’s how it started. One of mgles used to come and bother me every
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month, and when | explained things to him, he wotildelieve me. So | said to him: ‘Right,
you won’'t believe me, let's call in Roger Brouwersvho was the finance director,
Marc Deleplanque, the development director, Phdippiprez, the human resources director.
[...] so the poor bloke found himself up against fguys who had a certain amount of power.
They weren't fools. And then he said: ‘I can’t keggming on my own like this, no way, I'm
going to be tricked’. So he brought along other peopther business chiefs, other family
cousins, so that it would be four against four. Alnglt’'s become the rule we’ve applied in the
big companies and the little ones too.” (GM, pg. &g board directors are not therefore
recruited for their independence, but for skillsttielp develop the group on healthy

foundations.

Remuneration systems

The remuneration policy for top managers belongingthe family was at first heavily
determined by the needs of family life:

“They used to be told: “Your wage will depend on howany children you have, because it
depends on how much money you need to live on.” (Gd48)

This corresponds to the notion of the “just wagefetided in the SDC, as defined with
reference to the family’s needs to ensure a deegistence. Otherwise, Gérard Mulliez
considers that basic salary must reflect a cenenideration:

“The top managers must have reasonable basic esldri.] the rest of their remuneration
must be a profit-sharing system. | always say besic salary is taken from the checkout
girl’'s pay. The profit share is taken from the angation’s intelligence and a little bit from
the shareholders. That doesn't really matter. Aanirig top managers who are overpaid even
if they’re losing money is out of order. These arkes, and they must be applied.” (GM, pg.
58)

Conclusion

Our analyses reveal deep traces of the Churchialstactrine in the comments of Gérard
Mulliez, founder of Auchan, one of France’s biggestail groups. This doctrine’s value
system is invoked to justify governance choices thaome cases differ significantly from
the currently dominant model of corporate govereanchich was devised solely to protect
the financial interests of a dispersed, anonymtiaseholder base that operates in the stock

market. The group’s upper echelons — who embrazmnaeption of ownership coupled with
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social duties as well as rights, with regard toompany that is conceived as a human
community — have to date deliberately opted to statyof the financial markets, in order to
keep the equity base heavily concentrated withen fdbunding family, supplemented by a
significant employee-owned shareholding. It is é¢fi@re not by default that Auchan’s
governance system deviates from the benchmark fimanwdel, owing to the supposed
inability of French law to effectively protect finaial investors (LLSV, 1998), but by choice;
and the group’s founder stands firmly by this ckoion the basis of the Catholic Church’s
social teaching.

It is noteworthy, however, that our findings do nudke it possible to state that Auchan fully
reflects all SDC principles in its applied pracscer that the group may be viewed as the
archetype of a business governed in accordancethatiprecepts of the Church. This paper
has a far more modest purpose: to show that, e sffioccasionally strong contingencies,
such as high institutional pressure based on a atdngconomic discourse that seems to
impose itself isomorphically, differences still sixibetween company governance schemes
within the same economic region and are self-suslde for long periods, as illustrated by
the Auchan group’s lifespan. This observation deésheks the theory that governance
systems are inevitably converging into a single finanawabdel, and rebuts the idea of pure
institutional determinism. A non-mainstream modah de chosen freely, because this choice
is based on an alternative value system endorsdtebynain top managers. In the specific
case of Auchan, this value system refers to the ,Sktdse specific conception of private
property guided the unrestricted search for coecreblutions for various aspects of

governance.
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Appendix —What is the Church’s social doctring?

In 1891, in his encyclical “Rerum novarum” — “Desmditions nouvelles sur la situation des
ouvriers”

- Pope Leo XIIlI expressed his concern about theceffof capitalism and liberal economics
on the structures of society: growing urbanisatifad by the rural exodus; loss of the
traditional solidarities, typically organised undéhe aegis of parishes; pauperisation and
receding Christian faith among the working classssémination of socialist ideas. This
document began a series of texts on economic aidl snatters, called the Social Doctrine
(or Teaching) of the ChurcH.

However, the Social Doctrine of the Church (SDChas a political programme. It seeks to
set out major moral principles, based on a Christ@nception of humanity and a vision of
society that is subordinated to the idea of justineorder that Christians may address with
discernment and commitment the dilemmas posed $ipdas and social life. The discourse
draws on permanent elements — the central condagrsonal dignit§* and the revelation of
natural law** — which ensure the unity of documents that areulerty updated to take

account of new problems.

% The text in the appendix borrows from the entrytiem Social Doctrine of the ChurchDictionnaire du
Catholicisme due to be published in early 2012, Paris, Rabadifont, Collection Bouquins.

“ These texts (encyclicals for the most part) arécally published on the occasion of 10-year anrsages of
Rn. Thus: Quadragesimo ann¢on reconstruction of the social order), Pius X331; the message broadcast at
Whitsun 1941 by Pius XlIMater et Magistra(on the contemporary development of social life¢ha light of
Christian principles), John XXIIl, 1961; the apditdetter Octogesima advenierfg response to the new needs
of a changing world), Paul VI, 1971, aborem exercengon human work), John Palil 1981; Centesimus
annus John Paul Il, 1991. Other documents make a nwaotribution to social thinking: the encycliddacem

in terris (on establishing universal peace in truth, justatearity, and liberty), John XXIII, 1963; the calrar
constitutionGaudium et Spe®n the Church in the modern world), 1965; theyelical Populorum progressio
(on the development of peoples), Paul VI, 1967; tnedencyclicaSollicitudo rei socialisJohn Paul II, 1987,
for the 20th anniversary ¢fopulorum progressioThe Synod of Bishops published an important damumnmn
1971, Justicia in Mundo while the Pontifical Council for Justice and Pesaat John Paul II's request, gave a
thematic presentation in 2005 of the fundamentahtpoof social teaching in &ompendium of the Social
Doctrine of the ChurchThe popes repeated the ideas set out in the kalgan countless speeches, messages
and addresses. The Roman magisterium is supplethbytmitiatives, at local-Church and bishop lewst, the
occasion of pastoral letters devoted to economit social issues, such as that by the American pisho
(Economic Justice for All, on Catholic Social Teachand the U.S. EcononiQ86).

“ “Men and women, in the concrete circumstancesisibty, represent the heart and soul of Catholiato
thought. The whole of the Church’'s social doctriive,fact, develops from the principle that affirrise
inviolable dignity of the human persorCémpendiumg 107).

“ “[The SDC] shows above all theontinuity of a teaching that refers to the universal valdesvn from
Revelation and human nature. For this reason th&dBls social doctrine does not depend on the rdiffe
cultures, ideologies or opinions; it izanstantteaching that ‘remains identical in its fundamémtapiration, in

its “principles of reflection”, in its “criteria ofjudgment”, in its basic “directives for actionhé above all in its
vital link with the Gospel of the Lord’. This is@éhfoundational and permanent nucleus of the Chsrsbtial
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This message from the Church, addressed to theotrampvorld, reflects a somewhat
ambiguous position, as noted by Pierre Manent, ihose view the Church gives a
contradictory definition of itself. Granted, it ueasingly reminds us that it has no
organisational model of society to promote; grantédasserts a clear separation of the
temporal and spiritual spheres, and even more sgfisosince the Vatican Council, because
the kingdom that it heralds is not of this worldt s teaching is intended for this world, and
so evidently that the Church feels it has not aalyright of inspection” but also and
especially a “duty of inspection” if the promisedhtion is in jeopardy. As political, social
and economic actions carry heavy consequence<linech can justify its interventions ad
infinitum*®

The SDC holds the liberal individualism of the Bhtenment and socialist atheism
responsible for economic and social disorder, whegplains its intrusion into economics: in
the Church’s view, the former laid the foundatidos the pre-eminence of the competitive
market economy, thus impairing the ability of miyand politics to regulate modern society

without problems of justice; and the latter provddetalitarian answers.

doctrine, by which it moves through history withdagiing conditioned by history or running the riskfading
away.” Compendium8 85, quoting fronsollicitudo rei socialis3).

*3 We are indebted for this idea to Pierre Manefistoire intellectuelle du libéralismechapter 1: Europe and
the theologico-political problem, pg. 17-30, Pa@a)man-Lévy, 1987.
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