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✣ I N T R O D U C T I O N ✣

A M Y  G U T M A N N

✣

Like the right to vote, paid work has been seen by Amer-
icans since colonial times as “a primary source of public
respect.”1 But unlike the right to vote, which was eventu-
ally extended to African-Americans and women, paid
work is not generally viewed as an effective right of every
able-bodied American citizen. Some people suggest that
every able-bodied American who is willing to work hard
and play by the rules can earn public respect and a wage
adequate to support a family, but the best analyses of the
American economy suggest something completely differ-
ent. The American economy does not guarantee paid
work for everyone who wants it, and the important work
of raising children—of which there is more than enough
to go around—is largely unpaid, and not a source of pub-
lic respect in the way that a well-paying job is.

The major federal welfare program in the United
States—Aid to Families with Dependent Children
(AFDC)—was organized around cash payments to the
poor who met various eligibility requirements. AFDC,
which is generally associated with “welfare” in this coun-
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1 Judith N. Shklar, American Citizenship: The Quest for Inclusion (Cam-
bridge: Harvard University Press, 1991), p. 1.



try, never attempted to guarantee jobs to those who were
willing and able to work. The aim of the American system
of welfare has therefore not been to provide the conditions
of public respect to all able-bodied citizens who are willing
but unable to find work that pays (and pays enough to
cover child care). Providing aid has been an alternative to
providing work, and the values implicated by each alter-
native have been significantly different. Economists point
to important trade-offs between work and welfare. This
volume explores some of the most significant problems and
prospects for American democracy of how this society eval-
uates the trade-off between providing work and providing
welfare.

In the 1996–1997 Tanner Lectures in Human Values at
Princeton University, sponsored by the University Center
for Human Values, the Nobel prize-winning economist
Robert Solow presents a strong yet subtle case for en-
couraging the movement from welfare to work by mak-
ing work that pays available to every able-bodied citizen.
Four other eminent thinkers—Gertrude Himmelfarb, 
Anthony Lewis, Glenn Loury, and John Roemer—offer
commentaries on Solow’s economic model of welfare re-
form. The model is guided by two explicit aims: one, to in-
crease self-reliance among those citizens who are now on
welfare, and two, to decrease the need for altruism among
those citizens who now pay for welfare. Because self-
reliance is such a positive value in American culture, the
more citizens who see themselves and are seen by others
as self-reliant the better. Because altruism is in such lim-
ited supply, the more it is conserved by public policies the
better—provided it does not leave people out in the cold.

A M Y  G U T M A N N
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The conservation of altruism makes all the more sense in
light of the apparently increasing reluctance on the part of
American taxpayers to support citizens on welfare.

Although Solow’s argument for welfare reform begins
by aiming to increase self-reliance among poorer citizens
and decrease the need for altruism among more affluent
citizens, it ends by suggesting that a defensible welfare re-
form must take into account values other than increasing
self-reliance and conserving altruism. Solow argues against
increasing self-reliance, for example, at the expense of de-
priving children of their parents as caretakers, or depriv-
ing adults of a safety net to catch them if they fail to find
(or to keep) an adequately paying job. Self-reliance pur-
sued at all costs smacks of Social Darwinism, which Solow
clearly rejects.

How would the value of self-reliance fare in the transi-
tion from welfare to a fair version of workfare? Citizens
who now depend for their living on monthly checks from
the government are obviously not self-reliant, but neither
are most of us who do not receive welfare. We all depend
on government and each other in many significant ways.
In what sense would citizens who find jobs under a fair
workfare system be more self-reliant? Some citizens who
previously depended on the government for welfare
checks would find work that pays a decent wage in the
private sector, without any additional action on the part
of the government, but other citizens would not. They
would depend on the government for either creating new
public-sector jobs or subsidizing the creation of new
private-sector jobs. And some if not all citizens in both
groups—those whose wages are too low to permit them

I N T R O D U C T I O N
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to make ends meet—would depend on the tax system,
perhaps in the form of an Earned Income Tax Credit, to in-
crease their after-tax income.

The problem that Solow’s version of fair workfare seeks
to overcome is that welfare recipients appear to depend
entirely on the government for their living, whereas
everyone else appears to be at least to some extent self-
supporting. The kind of welfare reform that is morally de-
fensible—and the kind that Solow defends—aims for as
many people as possible to make a decent living that does
not depend entirely on government hand-outs or on pri-
vate charity. Mutual dependency takes the place of com-
plete dependency, and mutual dependency (unlike com-
plete dependency) is the normal condition of citizens in a
liberal democracy. Fair workfare, as Solow’s discussion
makes clear, is critically dependent upon society’s collec-
tive willingness and ability to provide more jobs, better
job training, and child-care facilities. Welfare reform of
this sort raises the expectation that able-bodied people
will work, but not that they will be completely self-reliant.
Under a fair workfare system, most citizens are (and ap-
pear to be) mutually dependent.

Solow’s case for welfare reform contains two important
warnings. One is that fair workfare will “not come cheap,”
and those citizens who are able but unwilling to bear the
costs should not pretend that they are being fair to those
who cannot find a job. Only if welfare reform were as sim-
ple as getting people off of welfare and into existing jobs
would altruism (in the form of willingness to have one’s
tax dollars spent on other people) be clearly conserved.
But Solow agrees with Glenn Loury that welfare reform is
far from this easy. For any morally defensible and practi-
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cally realizable system to work, Americans need to demon-
strate more willingness, not less, to help both themselves
and others.

The second warning is that the move from welfare as
we know it to a fair form of workfare will not transform
people who are dependent on government into people
who are self-reliant. What fair workfare can bring is far
less conspicuous and complete dependency on govern-
ment than now exists for many of the most vulnerable cit-
izens. Inconspicuous and incomplete dependency is
likely to be far less of a barrier to mutual respect among
citizens; it is the condition not only of the poor but also of
most citizens.

Solow summarizes a growing body of evidence that
most welfare recipients themselves prefer work to wel-
fare. This is true for both women and men, although
women with young children recognize that workfare
without subsidized child care and with no guarantee of
decent wages would force them to sacrifice the welfare of
their children. Even though fair workfare would cost
more (at least in the short run) than welfare, it has two sig-
nificant advantages relative to welfare: one, most welfare
recipients prefer work to welfare (provided work covers
the costs of child care and does not otherwise penalize
them in relation to welfare); and two, public respect in this
country has long been tied to having a regular job.

Fair workfare would offer citizens below the poverty
line something that both they and most other American
citizens value more than welfare payments, namely, a job
that pays at least as much as welfare payments. Under fair
workfare, citizens who need income support are obligated
to work if—but only if—their fellow citizens fulfill their
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obligation to enact public policies that provide adequate
employment and child support. The obligations under
fair workfare are mutual. Citizens who need income sup-
port are expected to work if they can, but only if their fel-
low citizens support programs that provide employment
and pay for child care. The mutuality of fair workfare re-
flects the ideal of reciprocity, which lies between self-
interest and altruism. Reciprocity expresses a sense of mu-
tual responsibility among citizens, on the one hand for
contributing something to society by working, and on the
other hand for making sure that everyone who is willing
and able to work actually has an effective opportunity to
work. Reciprocity ties the responsibility to work on the
part of individual citizens to the responsibility on the part
of society to ensure the availability of both work that pays
a decent wage (either directly or through an Earned In-
come Tax Credit) and affordable child care for working
parents.2

Glenn Loury asks a critical question of advocates of fair
workfare: “But where does this leave the great number of
people who are not able (or willing) to ‘work hard and
play by the rules’? Do they (and their children), then, de-
serve to be poor?” Answering these questions would be
easy for citizens who are relentlessly self-interested or
purely altruistic. Self-interest would say we need not
worry unless poor people threaten our welfare, and al-
truism would say we should put the welfare of others
above our own regardless of whether they are willing to

A M Y  G U T M A N N
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2 Reciprocity and its practical implications for welfare reform are devel-
oped in more detail in Amy Gutmann and Dennis Thompson, Democracy 
and Disagreement (Cambridge: Harvard University Press, 1996), chapters 2
and 8.



reciprocate. Reciprocity requires mutuality, when mutu-
ality is possible. Children and people who are willing but
unable to work deserve our support as we would de-
serve theirs were we similarly situated through no fault of
our own. Those people who are able but unwilling to
work—the so-called undeserving poor—are appropriately
enough the parenthetical people in Loury’s question.
Even though the public debate often suggests that they are
the norm, the evidence suggests that they are at most a
small minority of welfare recipients. Until every able-bod-
ied citizen has an effective opportunity to obtain work
that yields a decent income (after child care), we cannot
know how many individuals are really unwilling to work.
The conditions that test willingness to work need to be in-
stituted before the question of how to treat those who are
unwilling to work becomes a practical one.

Anthony Lewis, following Alexis de Tocqueville, iden-
tifies the motivation of American citizens who support
welfare not as altruism but as enlightened self-interest.
Lewis suggests that enlightened self-interest recommends
welfare over the alternative of living in a society in which
mothers and children are begging on city streets for
money from more affluent citizens. What is the “enlight-
ened” part of the self-interest of someone who would
rather be taxed more heavily than be surrounded by such
poverty? At least some more affluent citizens sense that
their interests reside not simply in themselves and their
immediate families. Otherwise, as Lewis fears, all affluent
Americans could choose to live relatively unperturbed in
walled residential communities far away from such
sights, or quickly and painlessly avert their eyes on city
streets, or even look straight into the eyes of destitute peo-
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ple and not be terribly disturbed. The disturbing aspect of
such sights depends on the sense that one’s interests ex-
tend beyond oneself, one’s family, one’s friends, and even
one’s neighbors. For self-interest to be “enlightened,” or
reciprocal, people must care about how their fellow citi-
zens are faring, and they must think it important (or at
least act as if it were important) to contribute to their wel-
fare as others contribute to theirs.

The problem posed by the trade-offs between welfare
and workfare does not originate in adulthood. The roots
of the problem extend back in time to the dramatically dif-
ferent life chances of American children, some of whom
are born into circumstances that offer far lower odds of
being able to hold a well-paying job than others. John Roe-
mer develops an argument for greatly increasing the edu-
cational opportunities of the least advantaged children in
order (among other things) to increase their productive
capacity and therefore their earning capacity as adults. A
leading non-neoclassical economist, Roemer provides a
formal mathematical model based on neoclassical eco-
nomics that supports Solow’s informal analysis. In indi-
cating the nature of the formal economic model and the
quantitative assumptions that are implicit in Solow’s ar-
gument, Roemer provides the beginnings of what could
be a more technical extension of Solow’s argument, one to
which Solow himself subscribes. Other economists can
now build upon this promising beginning. Roemer also
further draws out the value implications of an effort to de-
crease the trade-off between work and welfare for those
citizens who are least advantaged. Roemer suggests that
the most efficient way of so doing is to increase the pro-
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ductive capacity of the least advantaged rather than give
up on these citizens or offer them the second-best alterna-
tive of welfare.

The Victorian institution of the workhouse, Gertrude
Himmelfarb reminds us, was designed to distinguish be-
tween the deserving and undeserving poor: the indepen-
dent laborers on the one hand, and the able-bodied indi-
gent on the other. The latter were deemed “less eligible”
for public support and therefore consigned to the work-
house. The workhouse preserved the distinction between
the two, Himmelfarb writes, so that the independent la-
borers “would not be tempted into a state of pauperism.”
If the workhouse also penalized people who were willing
to work but could not find a job, through no fault of their
own, then Victorian social policy is far more morally prob-
lematic than the focus on deterring people from becoming
lazy paupers suggests. Himmelfarb aptly warns us that
“there is no such thing as ‘value-free’ policies” and that
“welfare is not a purely economic problem.” With these
admonitions in mind, two questions might be posed to
critics of fair workfare. Were it not for the economic cost
of instituting fair workfare, what justification would there
be for denying welfare to a fellow citizen who in good
faith looks for a job but cannot find one, seeks further job
training but none is available, and seeks adequate child
care but none is affordable? Is the added economic cost of
fair workfare an adequate justification for a workfare pol-
icy that denies citizens in this situation a decent living?
Solow’s answer is unambiguously “no.” His case for fair
workfare combines ethics and economics.

I N T R O D U C T I O N
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✣ P R E F A C E  T O  T H E  L E C T U R E S ✣

R O B E R T  M . S O L O W

✣

Tanner Lectures are serious business. I was asked to
choose a topic, and even outline briefly what I intended to
say, about eighteen months in advance of the lectures
themselves. “Welfare and Work” sounded just about right
for lectures on “human values,” especially because I had
had, over the years, a particular sort of association with an
important body of research on the underlying issues, from
a slightly unusual angle. It seemed highly unlikely, at that
moment, that a major welfare reform act—I cannot bear to
write down the fatuous title that Congress gave it—em-
bodying a fairly strong work requirement would already
be law by the scheduled date of the lectures.

And now, six months later still, we are already hearing
foolishly premature statements about the immediate ef-
fects and longer-run consequences of this particular ver-
sion of workfare, both from the Congress that should not
have passed it and from the president who should not
have signed it. Keep in mind that some provisions have
not yet come into effect; and anyway, the period since pas-
sage has been one of unexpectedly, even astonishingly,
low unemployment, the sort of time when welfare rolls
would normally shrink all by themselves.

The point of these remarks is that I hope these lectures
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will not be understood as commenting on the 1996 legis-
lation. I am aiming at a higher level of generality than that,
at the broad issue of mandating paid work as a precondi-
tion of or as a substitute for the receipt of welfare benefits.
I am interested only in some aspects of the contrast be-
tween workfare in one form or another and welfare as we
knew it. Other very important issues will be ignored en-
tirely. A considered discussion of the welfare reform act
would require much more detail about its provisions.

Much of what I know about welfare and its reform
comes from my long membership in the Board of Direc-
tors of the Manpower Demonstration Research Corpora-
tion. MDRC has brought some serious science to the study
of interventions aimed at employing the disadvantaged,
where there used to be—and to some extent still is—a
desert of uninformed ideology. I am grateful to Judy
Gueron, the president, and to the whole staff, past and
present, of MDRC for years of superb adult education.
Professor Alan Krueger of the Princeton Economics De-
partment sent me a number of sharp and useful com-
ments, nearly all of which I was glad to incorporate. I must
also thank Professors Amy Gutmann, George Kateb, Paul
Starr, and Princeton University generally, for the honor of
an invitation to deliver Tanner Lectures, and for their
kindness, efficiency, and spirit during the time my wife
and I were at Princeton.

I have not dotted my text with bibliographical refer-
ences, but there are a couple of debts to the literature that
simply have to be acknowledged. On social norms in gen-
eral, I have profited from reading Edna Ullmann-
Margalit’s The Emergence of Norms (Oxford: Oxford Uni-
versity Press, 1977) and Jon Elster’s The Cement of Society

R O B E R T  M .  S O L O W
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(Cambridge: Cambridge University Press, 1989). Neither
book seems to me quite to provide what an economist
needs, but they help. Much more to the point, I have read
(an earlier version of) an excellent paper by Assar Lind-
beck, Sten Nyberg, and Jörgen Weibull: “Social Norms,
the Welfare State, and Voting,” Seminar Paper no. 608, In-
stitute for International Economic Studies (Stockholm,
1996). They pursue technical matters of budgetary equi-
librium and majority voting that are not on my agenda,
and they pay less attention to the uses of altruism. But
their ideas and mine are exactly compatible.

P R E FA C E  T O  T H E  L E C T U R E S
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✣ L E C T U R E  I ✣

Guess Who Likes Workfare

R O B E R T  M .  S O L O W

✣

I am sure that some of you are bemused by the almost
oxymoronic character of the occasion. No doubt you re-
call Edmund Burke’s gloomy thought that “the age of
chivalry is gone, that of sophisters, economists and calcu-
lators has succeeded; and the glory of Europe is extin-
guished forever.” You feel, wearily, that you know what
he meant; it’s that bad. A lecture—no, two lectures—on
“human values” by an economist: one might as well in-
vite a turkey buzzard to lecture on table manners. How
would the poor beast know where to start?

I have to admit that many of my professional brothers
and sisters do exhibit what Veblen would have called a
trained incapacity to deal with human values in an un-
embarrassed way. But a concern for human values cannot
do without economics. J. M. Keynes remarked that econ-
omists are not the guardians of civilization, but they are
the guardians of the possibility of civilization. His Cam-
bridge contemporary, Dennis Robertson, once gave a lec-
ture entitled “What Do Economists Economize?” His an-
swer was: love. He had in mind that altruism is scarce;
there is never enough to go around. The function of eco-
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nomics is to devise social institutions that make it possi-
ble to economize on altruism and still live tolerably. Com-
petitive markets, when they function well, are such an 
institution, with the remarkable capacity to transform in-
dividual actions motivated by simple greed into “effi-
cient” and thus in some ways socially desirable outcomes.
Then the limited supply of altruism can be saved up for
those occasions when markets do not work well, or for
those others when markets do their job but still leave us
with outcomes that 51 percent of us—61 percent in the
U.S. Senate—would like to improve, even at some per-
sonal cost to ourselves.

Robertson did not say, perhaps because he was not a
middle-class American, that even if there is some left-over
altruism available, its use may be unhealthy. In a society
that places a high value on self-reliance, being the regular
beneficiary of altruism may be dangerous to one’s moral
health. It can lead to unresisted dependency. That is no
doubt one of the reasons why it is said to be better to give
than to receive. (There is some moral danger in the other
side of altruism too. Noblesse oblige is not always an at-
tractive attitude in a seriously plebeian society.)

The general topic of these lectures—welfare and
work—falls naturally into this category of questions.
Unadulterated market outcomes leave some fraction of
citizens, often including numbers of children, deeply im-
poverished; the question is what to do about that collec-
tively, if indeed anything should be done. For some pur-
poses it is important to know whether extreme poverty
arises from a failure of the market mechanism or whether
the system is working well but with unpromising raw ma-
terials. In one case the best long-run course might be to fix

R O B E RT M . S O L O W
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the market mechanism; in the other, the choice is between
altruism and nothing. A lot of economics is about that
large question, but I will enter on it only when it is directly
relevant to the particular issues I want to discuss.

My aim in these two lectures is to locate the work-
welfare alternative at the intersection of two social norms
or virtues or “human values”: self-reliance and altruism.
My main point today is going to be that the total or par-
tial replacement of unearned welfare benefits by earned
wages is the right solution to the problem of accommo-
dating those virtues in the kind of economy that we have.
Welfare recipients will feel better because they are ex-
hibiting self-reliance. Taxpayers will feel better not merely
because less is demanded of their limited altruism but also
because they can see that their altruism is not being ex-
ploited. The statement about taxpayers hardly needs ar-
guing, so I shall take it for granted. But I shall spend a lot
of time today making the statement about welfare recipi-
ents plausible by describing the words and the behavior
of welfare recipients themselves.

Tomorrow I want to argue that carrying out the trans-
formation of welfare into work will be much harder and
more costly (in the budgetary sense) than anyone who
sees its virtues has yet admitted. The standard discussion
rests on the tacit belief that all the problems lie on the sup-
ply side of the labor market; kennel dogs need merely act
like bird dogs, and birds will come. But that is a Pan-
glossian error. The number of jobs is not a constant, but
neither is it likely to respond one-for-one to the number of
offers to work. To the extent that it responds at all, it will
be as a result of forcing already low wages even lower;
and that is precisely why the social norm of altruism leads

I :  W H O  L I K E S  W O R K FA R E
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to the creation of welfare benefits in the first place. A con-
tradiction or paradox seems to arise. There is a possible
reconciliation, but it is not what current legislation envi-
sions. So today my subject is welfare; tomorrow it will be
work.

The United States has, like other rich countries, a com-
plicated patchwork of devices for transferring tax rev-
enues to poor people. The part of the system that is most
often discussed pays cash benefits—welfare checks—
mostly to single mothers and their children. There are
other parts of the system—food stamps, Medicaid, hous-
ing allowances, and so on—but I will speak in a loose way
only of welfare benefits, because I am interested only in
one or two issues of principle, and not in the details.
Everyone is aware that reform of the welfare system has
been and may again be a hot, partisan, political issue. The
recently passed legislation was bitterly fought over, and
neither logic nor fact-based analysis featured strongly in
the debate. No one can say with confidence what will hap-
pen in practice. The outcome matters intensely to the peo-
ple involved. When you get very close to the limits of sub-
sistence, little differences bulk large. Nevertheless, these
lectures are not intended as a comment on current legis-
lation. The small number of arguments I want to pursue
should be equally significant whether you were born a lit-
tle liberal or else a little conservative, or so I hope.

The particular form now taken by efforts to reform the
welfare system is to eliminate as far as possible the pas-
sive receipt of transfer payments and replace it by a re-
quirement to work, either as a condition for receiving ben-
efits or as a total substitute for receiving benefits. There is
also a movement to put limits to the length of time for

R O B E RT M . S O L O W
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which anyone can receive benefits, in contrast to the cur-
rent rules that make eligibility—entitlement—simply a
matter of meeting certain conditions. These proposals are
actually more complicated in practice than they are made
to sound in political rhetoric. In any case, they are not
what I want to discuss; when I speak casually of “welfare
reform” I will mean the intention to transform welfare
into work.

If it could be taken for granted that welfare reform in
that sense would be accomplished in ways that are neither
punitive nor degrading, then it seems to me that the rou-
tine substitution of work for welfare would be clearly de-
sirable, indeed a necessary step toward what Avishai Mar-
galit has recently characterized as “a decent society.” The
reason is straightforward, and it has to do with human
values. “In our culture” a large share of one’s self-respect
derives from one’s ability to make a living. It is never an
insult, not even a sly one, to describe someone as “a good
provider” or “a hard worker” or even as a reliable “meal
ticket.”

One could go further and appeal to less casual sorts of
evidence. It is a standard finding from survey research
that much of an American’s felt identity derives from his
or her job. Occupational level is perhaps the most impor-
tant single index of status, as perceived by oneself and by
others. The occupational category “welfare recipient” is
definitely not high on the list of designations that make a
person feel good about herself. This is an important
enough point that I will take time to document it directly.

I will start a little distance from home, and then come
closer. The Canadian government is currently conducting
an experiment it calls the Self-Sufficiency Project in two

I :  W H O  L I K E S  W O R K FA R E
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provinces, relatively prosperous British Columbia and
relatively poor New Brunswick. The treatment being
tested is not a compulsory substitution of work for wel-
fare; it is an attempt to make work more viable for single
parents. Those who choose to enroll in the program have
one year in which to find a job or a couple of jobs that add
up to thirty or more hours of employment per week.
When they do, and for as long as they do for the next three
years, they receive a supplementary payment that roughly
doubles their earnings. The supplement is larger the
lower the wage. It is on a very generous scale as these ben-
efits go.

The short-run intention is to make market employment
a more desirable option for welfare recipients with very
low earning power, for some of whom unsupplemented
work might mean an absolute reduction of income below
what is provided by welfare. The long-run hope, of
course, is that when the three-year time limit is up, many
of the beneficiaries will have increased both their earning
power and their attachment to work enough to keep 
them in the job market and off the welfare rolls. The Self-
Sufficiency Project is a carefully planned, statistically
sound, experiment. Eventually we will have a pretty good
idea of its effectiveness and its cost. But that will not be for
several years, and it is not what I want to report now.

What I do want to report is some conclusions from in-
terviews with Canadian welfare recipients conducted by
the research team that is following the project.1 The un-
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avoidable impression is that most of the women find their
current position shameful, degrading, embarrassing.
They are aware of being looked down on. They report try-
ing to hide from other people in the bank the fact that the
check they are cashing is a welfare check. The verbatim re-
ports contain passages like this: “People call you ‘welfare
scum.’ They look at you—all you ladies here in this room
know—they look at you as if ‘Hey, you’re dirt,’ right? And
it’s a very horrible feeling.” Or this one: “You go out to any
social event and people ask you what you do for a living
. . . so you say under your breath . . . [mumble]. A lot of
people think of you as being either lazy, or you don’t care,
or you’re not educated enough.” There is no doubt that
most welfare recipients feel like losers.

On the subject of work, the researchers report as fol-
lows. “First and foremost, work was seen as the route to
feeling better about oneself and having more control over
events in one’s life.” The women say things like: “You get
up in the morning and you know what you’re going to do
. . . you’re confident.” “You feel useful.” “You don’t have
your hand out.” “Even though it’s peanuts . . . at least it’s
mine.” “You get more respect from others.” Then why do
they remain on welfare? (It is called Income Assistance in
Canada.) Some, of course, are disabled, some are going to
school, and some have made a conscious decision to stay
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home with preschool children. But they speak frequently
of growing lazy, of having “a feeling of dependency that
grows and grows.” One of them said: “In the first few
months of being on Income Assistance, you still have that
incentive: ‘I don’t want to be doing this; I’d rather go out
and get a job.’ But when the job doesn’t come, self-esteem
gets lower. Then you realize, ‘Oh, even if I do get a job, it’s
easier doing this.’ And it does, it grows with time. You re-
alize that you’re pretty stuck.”

There are no surprises here, unless you are one of those
who think that all or most welfare recipients are happy-
go-lucky exploiters of the system, or one of those others
who think that the notion of dependency is the pure in-
vention of unsympathetic right-wingers. The unshocking
temporary conclusion I want to take from this recital is
that a well-constructed substitution of work for welfare,
provided it is applied humanely to those who are disabled
or personally troubled, and provided it pays careful at-
tention to the needs of children and the self-respect of
adults, would be felt to be a step in the right direction by
almost everyone, including those who would find their
welfare benefits replaced by a requirement to work.

I chose to begin with the Canadian example partly to
create a little distance, but more to elicit the reflex reaction:
Ah yes, but those are Canadians (meaning “white people
down on their luck”), and therefore not relevant to our
problem. Indeed the Canadian sample has few if any
blacks; the ethnic mixture contains about 10 percent “First
Nations” and 5 percent Asian ancestry, more of both in
British Columbia than in New Brunswick. Now comes the
real point: there is exactly similar evidence from the
United States. Beginning as long ago as 1983, states have
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been experimenting with work requirements for welfare
recipients. In 1986, the Manpower Demonstration Research
Corporation in New York interviewed a casual sample of
participants in seven different states. Each of the states
was operating a program of its own design, not all alike,
but with a family resemblance to each other and to what
would emerge from any current welfare reform. Unlike
the Canadian experiment, these involved a mandatory
work requirement, with sanctions for noncompliance. The
states were New York, Arkansas, Virginia, California, Illi-
nois, Maryland, and West Virginia, some high-benefit
states, some skimpy. The interview sample was almost en-
tirely female, predominantly Black and Hispanic (except
for West Virginia and, to a lesser degree, Arkansas).

There is a lot to be said about the job-readiness of the
participants, and other such characteristics. Here I want to
report some attitudes, which seem to have been carefully
elicited.2 Across the seven states, 70 percent of those in-
terviewed said that they were satisfied (either “strongly”
or “somewhat” satisfied) about receiving benefits that are
tied to a job, as compared with just receiving benefits.
With some variation from state to state, again roughly 70
to 75 percent said that they felt better about getting wel-
fare checks now that they were working for them.

More than 90 percent reported that they liked their jobs
(most of which were subclerical or janitorial), and the
same fraction looked forward to coming to work (to those
jobs). Interestingly, fewer than a third thought that they
had learned anything on this job. As a last touch, when
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asked whether they thought that they or the employing
agency was getting the better of the deal, three-quarters
thought the employer was paying less than full value, 15
percent thought they were getting more than they were
worth, and the remaining tenth thought it was a wash. So
welfare recipients required to work feel more or less like
the rest of us. The colonel’s lady and Rosie O’Grady . . .

Another collection of cross-state interviews was col-
lected in connection with the Job Opportunities and Basic
Skills or JOBS program established under the Family Sup-
port Act of 1988. (The field of welfare reform is Acronym
City; I am waiting for the first attempt to solve the unem-
ployment and health-care problems simultaneously by a
new System for Turning Unemployed People Into Doc-
tors.) The difference is that this time single mothers were
asked to make explicit comparisons of work and welfare
and the choice between them.3 The source of the general
preference for working was confirmed. “I am determined
to get off welfare. They treat you as less than human.
Nothing is personal. I am tired of having to be account-
able to welfare for everything that I do.” Or: “To be self-
supporting, independent, the personal satisfaction, work-
ing will be better.”

When asked about the disadvantages of working for a
living, the women focused on financial incentives and
child care. “I was worse off when I was working than I am
now. My rent went up and I didn’t get any food stamps.
My food stamps stopped in the first week of working and
they were going to take my Medicaid away. Plus I had to
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pay for part of the costs of child care. My rent went up
from $34 a month to $109. My highest check was for $110
a week, so one whole check would have to go for rent. On
top of that I had to pay for gas, light and phone. When
they told me I was going to lose my Medicaid, I quit work-
ing.” Another said: “There’s no job out there that would
support us enough. And I wouldn’t be able to spend time
with my son. I’m glad for welfare because I can stay home
and watch him do everything for the first time. I’d miss
that if I had to work all day. And it’s ridiculous that once
you start working you don’t get any benefits. I have a
friend who works full time, six days a week, and never
sees her kids. I’d love to get off welfare, but I’m not going
to miss my son growing up just to get off it.”

I want to include two more statements from these in-
terviews, not for soap-operatic reasons but because they
emphasize factors that must figure in any general model
of the possibilities of welfare reform. One woman said, to
explain her decision to enter a training program: “I walk
everywhere trying to find a job and I can’t find nothing.
I’ve been all over. I can’t find anything. I go down to the
welfare office to look at their computer for jobs. I go all the
time, but there aren’t any jobs listed. I’m going to start a
job training program. I’d like to work as a receptionist.
They tell me after six weeks, they’ll find a job for me. But
we’ll see.” Indeed we will; the world is not full of jobs
waiting for an uneducated ex-welfare mother to turn up.
Finally I will quote from a woman who had worked for
fifteen years after having been on welfare for ten years.
The source doesn’t say why she had to return to the wel-
fare rolls, but the suggestion is that she had lost her job.
“Going back on welfare was a nightmare for me. It didn’t
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bother me when I first went on because I had no choice. It
bothers me now because I had become independent. It’s
much harder to turn around and go back. Once you’re to-
tally independent of welfare you say ‘I’m never going to
do welfare again.’”

So far I have concentrated on revealed attitudes because
I want to weave them into a more abstract description of
the sort of equilibrium represented by a work-welfare sys-
tem. Before I come to that, however, there is a factual ques-
tion to be discussed. The voices I have been quoting come
from women who are already involved in workfare, so
they are not among those who are or might be excluded
from work by disability of one kind or another. How do
the welfare rolls divide between those who can work, by
some reasonable standard, and those who cannot?

Here I take my evidence from a careful study of GAIN
(Greater Avenues for INdependence—I warned you),
which is California’s version of a JOBS program. GAIN
was enacted in 1985. It operates in all fifty-eight counties
of the state, and is generally described as the largest, and
one of the most ambitious, welfare-to-work initiatives
going. The evaluation by MDRC studies six counties in
detail, and will eventually include a five-year post-
program follow-up comparing employment, earnings,
and welfare receipt for those exposed to the program with
the corresponding outcomes for those in a randomly cho-
sen control group.

As part of this larger study, MDRC looked at GAIN par-
ticipants in three counties who had spent two years or
more on AFDC during the three years after entry into the
program. This group already excludes single parents who
were initially exempted from the program’s participation
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requirement because of chronic illness, severe disability,
or the presence of very young children. It is thus weighted
in favor of those eligible to work.4

Indeed, more than half of them (57 percent) did work at
unsubsidized jobs, and another 30 percent participated in
job-search and training activities under GAIN, although
they did not find jobs. Nevertheless, serious health and
other problems were common in this group. The research
team estimated that, on any given day, roughly one-fifth
of this over-two-years group still on AFDC could not rea-
sonably have been expected to work on that day, as a re-
sult of personal problems. If attention is restricted to the
subset of the over-two-years group that never worked in
the follow-up period, perhaps 27 to 38 percent of them
could not reasonably have been expected to be at work on
any given day. More than half of this group could have
worked at some time, however. The research team con-
cludes that although most welfare recipients—always ex-
cluding the clearly disabled and the mothers of very
young children—could probably work at some time,
many of them could not work steadily. Thus accommo-
dating common, legitimate interruptions to work without
harming families and children is a challenge to welfare
reform.

It is worth separate mention that the group has at best
low skills, so that most of them could qualify only for low-
wage jobs, often unstable and without the standard fringe
benefits. Other research starting at the employer’s end of
the market confirms that the jobs that tend to be available
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in central cities generally require capacities and creden-
tials not possessed by much of the welfare population.5

The point to remember is that any considered attempt to
substitute work for welfare will have to deal with a sub-
stantial minority of current welfare recipients who are ca-
pable only of sporadic work, and with a larger group
whose earning power, even when fairly steadily em-
ployed, is very low by the standards of our society.

So far we have heard only from the receiving side of the
welfare transaction. For symmetry one should explore the
motives of solvent citizens (and their representatives)
who vote to tax themselves to provide transfers to the
working and nonworking poor. Luckily most of us are in
that position, so we can conveniently ask ourselves. I do
not pretend to any depth on this score; for my purposes,
the impulse comes under the general heading of altruism,
even if it includes an attenuated element of enlightened
self-interest.

It goes without saying that these issues go back a long
way. Charity, after all, is greater than faith and hope. It
happens that just when I was drafting this lecture I was
reading Professor Peter Brown’s splendid Power and Per-
suasion in Late Antiquity. He describes how, in the fourth
century, “the care of the poor became a dramatic compo-
nent of the Christian representation of the bishop’s au-
thority in the community.” The early Christian bishops as-
sumed the role not only of “lover of the poor” but of
protector and intercessor for the poor with the looming
authority of the emperor. (In contrast, a friend who stud-
ies these things reports that ancient Jewish law, although
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it insists on individual acts of charity, makes no provision
for collective responsibility for the poor. Christianity
marked a real change in this respect.)

I mention this not to pretend erudition, but as an occa-
sion to show that some of the concerns of the modern wel-
fare state were already present in the late Roman empire.
Peter Brown tells of Firmus, a fifth-century bishop of Cae-
sarea. One of Firmus’s predecessors was the great Basil,
whose many efforts on behalf of the poor included the
building of a famous hospital and poorhouse. The poor-
house is mentioned in only one of Firmus’s letters, in
which “he declared his determination that it should not
serve as a refuge for work-shy peasants fleeing from the
estates of their owners.” So welfare bums were a topic of
conversation at the Club in Caesarea fifteen hundred
years ago.

Closer to our time, the Victorians had a set of ideas
about work and poverty, in some ways like our own and
in some ways different. Perhaps Professor Himmelfarb
will say something about that in her comments. I find that
I do not have the gall to stand in front of her and summa-
rize notions that I have picked up mainly from reading her
works, especially since I would risk having got them
wrong. My comments ought to come after hers, not
before.

To conclude this lecture, and to set up the next one, I
want to tell a slightly more theoretical story about welfare.
The main building blocks are: first, an internalized social
norm that values self-reliance, especially the earning of
one’s own living; second, a real, but limited, supply of al-
truism, itself the product of a social norm; and third, the
existence, in any state of the economy, of a broad range of
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earning power, including a long lower tail of people
whose earning power is at best inadequate to support a
minimally respectable standard of life. (In putting it this
way I must be assuming either that anyone who wants a
job can have one, or that each person’s potential for un-
employment is somehow factored into the notion of earn-
ing power. Neither of these devices is better than an un-
satisfactory dodge to postpone the issue. Job availability
and unemployment will be the central topic of the next
lecture.)

Now suppose that there is a prototypical welfare sys-
tem that simply pays a specified—and presumably low—
income to anyone who establishes eligibility by not hav-
ing a job. In the presence of a social norm of self-reliance,
people will sort themselves out between those who work
and pay taxes, and those who do not work and receive
benefits. The number of welfare recipients will depend on
the size of the benefit, the frequency distribution of earn-
ing power, and the strength of the drive to earn one’s own
living. At this level of generality I will ignore such practi-
cally important matters as family circumstances, avail-
ability of child care, and the like. A natural-born economic
theorist would include such things in a generalized “pref-
erence for leisure,” and would avoid moralizing about it
(not because morality is irrelevant, but because identify-
ing a wish to stay home with small children as a form of
laziness may not make for subtlety). The safer way is to
ignore these questions, at least temporarily.

We know that most people, given the option of receiv-
ing the same $X a month, either as wages—net of the costs
associated with working—or as handout, would prefer to
work for their money. In this abstract model, the welfare
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rolls are made up of those whose earning power is con-
siderably less than the standard benefit, enough less to
outweigh the norm of self-reliance. There is a balancing
between economic incentive and the work ethic. You may
notice that I have been tacitly assuming the norm of self-
reliance to be internalized in everyone to roughly the
same extent. It is no doubt more likely that some people
feel it more intensely than others. In that case a person is
described by two characteristics: earning power and de-
gree of self-reliance (not to be confused with capacity for
self-reliance). A theoretical story can still be told, but it is
more complicated because one needs to know the fre-
quency distribution of pairs of characteristics. Since no
one actually knows anything about that, the complication
does not seem worthwhile. (If the characteristics are sta-
tistically independent, not much would depend on the
complication anyway.)

It is important to keep in mind that an increase in the
standard benefit would cause the welfare rolls to grow for
two reasons. The first is just that more people would find
the gap between their potential earnings and the welfare
benefit too large to sacrifice. The second is more subtle:
one has to suppose that the social norm favoring work
over welfare is weaker, the larger the fraction of the pop-
ulation on welfare. Any social norm is strengthened by
frequent observance and weakened by frequent violation.
This dynamic may have more application to middle-class
entitlements than to the welfare rolls, but that is another
story. Within the model, any induced weakening of the
norm of self-reliance will tip some marginal cases into the
welfare pool.

Something has to be said about the motives of the ma-
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jority who work and pay taxes and, most significantly,
vote to maintain the welfare system, and to tax themselves
to do so. They are, of course, the people whose earnings,
after tax—and with account taken of the nonpecuniary
satisfactions and troubles associated with their jobs, in-
cluding, of course, the satisfactions of self-reliance—ex-
ceed the net benefits of welfare. I have chosen to say that
they, or most of them, vote to support the welfare system
out of “altruism,” but that is obviously a catch-all for mo-
tives that may originate in religion, political philosophy,
or inattention. In this context it simply means that most
voters are prepared to sacrifice some private economic ad-
vantage so that those with the very lowest earning power
should not have to live at the impoverished standard that
their own wages could support. That motive is surely not
constant; common observation suggests that it may be
weakened by the observation that many people seem to
violate the norm of self-reliance, or by the perception that
the welfare benefit is relatively high compared with the
earning power of many working citizens. It is easy to see
how a politics of welfare can emerge and develop.

Now what would a work requirement do to this sort of
equilibrium? Simply abolishing welfare reduces everyone
at the bottom of the wage distribution to deeper poverty.
It is a possible equilibrium if the working majority has
grown resentful enough to lose whatever altruistic re-
sponse it once had. The more interesting case is “work-
fare”—now welfare recipients are required to work for,
say, the same benefit level as before. It is as if low wage
rates are subsidized up to the benefit level, provided that
the work itself is useful. The argument I have been devel-
oping suggests two sorts of consequence.
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First, the welfare population will very likely be better
off. It can achieve greater self-respect without loss of in-
come. Remember the earlier evidence that people exposed
to a mandatory work requirement quickly come to feel
like regular workers, even a little resentful of the boss.
(None of this holds unless the interests of children are
given high priority. There is also a practically serious
problem about the costs associated with working, includ-
ing but not limited to the costs of child care. I will have a
little more to say about this in the next lecture, but not
much.)

Secondly, the work requirement may help to preserve
the altruistic impulse of the majority by reducing both
their tax burden and their general resentment at conspic-
uous violations of the norm of self-reliance. Alan Krueger
has made the acute observation that the general popular-
ity of the minimum-wage law and the Earned Income Tax
Credit may reflect exactly the fact that they are both ben-
efits that can only be got by working.

It is not clear a priori whether a work requirement
would reduce the size of the welfare-workfare popula-
tion. Bishop Firmus’s work-shy might disappear from the
books into criminal or other gray activity; but it is possi-
ble that others who had earlier chosen work over welfare,
even at a cost in income, might shift to workfare just be-
cause the associated stigma might be less. What is pretty
clear—again taking it for granted that the required work
would have social value—is that the volume of “net un-
compensated welfare payments” would be reduced by a
work requirement.

One other important conclusion follows from this
analysis. It has to do with the importance of what is called
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“packaging” for those who have adapted most function-
ally to the world of work-and-welfare. If the end of “wel-
fare as we know it” means simply the end of welfare, sim-
ply throwing even the least capable onto the labor market
to live off their earnings, the result is likely to be a higher
incidence of abject poverty. The sort of idealized work re-
quirement I have just been discussing is different: every
capable person works, but welfare benefits (or a beefed-
up Earned Income Tax Credit) top up the lowest earnings
to allow a “decent” standard of living. Work is “pack-
aged” with welfare.

This is what already happens anyway. Research has
found that almost half of AFDC recipients, even without
a requirement, now package work with welfare. Half of
those piece together part-time wages and welfare benefits
simultaneously; the other half cycle between work and
welfare according to personal and family circumstance
and the availability of jobs. Either approach should be
seen as a way of living up to the norm of self-reliance.

The question of packaging will come up in the second
of these lectures when I turn from the people who are sup-
posed to find work to the work that they are supposed to
find.
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✣ L E C T U R E  I I ✣

Guess Who Pays for Workfare

R O B E R T  M .  S O L O W

✣

It is one thing to say, as I did in the first lecture, that the
replacement of welfare by work would be a good thing for
recipients, for taxpayers, and for the general reputation of
public assistance to the poor. It is quite another question
whether that transformation can actually be accom-
plished, and what it would then take to accomplish it. In
particular, one is entitled to ask: what jobs will former
welfare recipients find, and how will they find them?

This elementary distinction between desirability and
feasibility is often neglected in political debate. During the
rhetorical maneuvering that led to the welfare “reform”
bill passed last summer, everyone seemed to be devoted
to ending “welfare as we know it” but no one was pre-
pared to describe how the new system would actually
function. (Very likely “none of the above” would have
been the most popular answer if the question had been
asked.) Some time will pass before the shape of the new
system is visible. The legislation left the main decisions to
the individual states, who may well pass the buck to the
large cities where most of the problem is, who may in turn
pass the buck to the bishop of Caesarea.
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That particular question is not on my agenda because I
am not trying to understand the consequences of any par-
ticular legislative proposal. (That has already been done
for last summer’s bill by the Urban Institute, with scary
results that do not seem to faze the bill’s protagonists a bit,
as well as by Peter Edelman in a recent Atlantic Monthly.)1

My intention in this lecture is quite different from theirs.
It is, first, to describe in theoretical but commonsense
terms the consequences of withdrawing welfare benefits
and forcing the former recipients into the labor market.
What will become of them? Where will the jobs come from
that they are supposed to find and occupy?

Then I will turn to the results of some experimental
“workfare” initiatives on the part of several states, in
order to get a quantitative grip on the employment and
earnings prospects of former welfare beneficiaries and
their successors. Finally, I will speculate briefly about
what would be required for a successful transformation of
welfare into work. My conclusion is going to be that we
have been kidding ourselves. A reasonable end to welfare
as we know it—something more than just benign or ma-
lign neglect—will be much more costly, in terms of bud-
getary resources and also in strain on institutions, than
any of the protagonists of welfare reform have been will-
ing to admit. And the reasons are normal economics.

On the question of job availability, there are two ex-
treme positions to consider. The first is very optimistic:
there is no problem. The jobs are there; they are always
there. It is only necessary that those who seek them be
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willing to accept realistic wages. Former welfare recipi-
ents, having nowhere else to go, will do just that. They will
be paid what their productive capacity justifies, and that
may be more than you think. The demand for labor is elas-
tic; that means even a small reduction in going wage rates
will generate a substantial expansion of job openings. And
the implied clear presentation of a route to self-betterment
will lead unqualified workers to acquire the education
and training they need to move up the ladder. The small
residue of genetic or accidental incompetents—the true
paupers—can be left to private or public charity.

There is nothing illogical or incoherent about this story.
It could apply to some worlds. I have to say that I do not
think it describes our world, the sort of world that gener-
ated the 1982 recession in the United States and a decade
of 10 percent unemployment rates, now even higher, in
the main countries of Europe. It would be irresponsible,
almost Alfred E. Newmanesque, to depend on this ideal-
ized story to smooth the transition to welfare as we will
come to know it.

There is a another extreme theory that sees only rigid-
ity where the first sees flexibility. It comes to deeply pes-
simistic conclusions. In this story, the total amount of 
employment is determined almost entirely by macroeco-
nomic factors. Certain broad characteristics of the private
economy, together with the stance of national monetary
and budgetary policies, determine, within narrow limits,
the aggregate expenditures of the final purchasers of
goods and services. Most of the time the aggregate vol-
ume of production is limited by the amount of spending
available to support it. The step from aggregate produc-
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tion to aggregate employment depends only on current
productivity, a remote and slow-moving part of the
macroeconomic equation.

It follows that the labor market is like a game, or several
games, of musical chairs. (At my childhood birthday par-
ties it had the more picturesque name of Going to
Jerusalem.) When the music stops, the players scramble
for the available chairs. Since there are fewer chairs than
players, the losers are left standing. They are, you might
say, unemployed. If the game were repeated, the losers
might be different people, but the number of losers is de-
termined entirely by the number of players and the num-
ber of chairs. Adding more players—which is what forc-
ing welfare beneficiaries into the labor market would
do—can only increase unemployment. Some former wel-
fare recipients will find jobs, perhaps many will, because
they are hungry, but only by displacing formerly em-
ployed members of the assiduously working poor.

I think that this story does not give enough credit to the
adaptability of real market systems. Anyone who believed
it would have a hard time explaining the fairly long peri-
ods during which the U.S. economy accommodates a
growing labor force while the unemployment rate fluctu-
ates within a fairly narrow range. The only possible ex-
planations would be very good luck or very good policy,
and you would have to be pretty gullible to find either one
to be a plausible account of history.

Then how would a large-scale substitution of work for
welfare play itself out in the real-world system of imper-
fect labor and product markets? A more accurate under-
standing will lie somewhere between the extremes I have
just sketched. It will have to allow market forces to oper-
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ate with some effectiveness, but will also respect the
power of macroeconomic conditions over aggregate ex-
penditure and output. This territory is still being fought
over by mainstream economists, and I can not stop for
subtleties. I will do the best I can.

Any effective transformation of welfare into work, if it
means anything, must mean that a substantial number of
unqualified people will be looking for work, who were
previously not doing so. Some of them will find jobs just
by being in the right place at the right time; they might
have done so earlier if they had tried. These jobs will rep-
resent a net addition to aggregate employment. One
sometimes gets the feeling that this is what some mem-
bers of Congress visualize, and all that they visualize. If
so, they cannot be right. There is absolutely no reason to
believe that our economy holds a substantial number of
unfilled vacancies for unqualified workers. The machin-
ery of adjustment must be something more elaborate.
Here and later, it is worth keeping in mind a point recently
emphasized by Christopher Jencks.2 There are substantial
cash costs associated with going to work, largest for the
mothers of small children. For that reason, many welfare
recipients who do find work will find themselves worse
off, perhaps substantially so.

The most immediate route by which the ex-welfare
population can find jobs is by competing with and dis-
placing other unqualified workers who are already em-
ployed, either by being in some way a more suitable em-
ployee or, more likely, by offering to work for less than the
incumbent is getting. Unqualified workers are presum-
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ably excellent substitutes for one another, so only a very
small wage cut would be needed. But pure displacement
is just musical chairs: more players and the same number
of chairs.

More important is the possibility that competition for
jobs by ex-welfare recipients and their successors will
drive down the wage for unqualified workers by enough
to induce some employers to hire them to replace slightly
more qualified incumbents who do the job better but have
to be paid more. Since bottom-end workers are less than
perfect substitutes for second-level workers, the fall in the
unskilled wage will have to be perceptible to make the
switch profitable for employers. There is displacement
going on here too, but it is somewhat better than one-for-
one because unqualified workers are, by definition, less
productive than second-level workers. Also, a broader
wage reduction for lowest-level and second-level workers
has a better chance of expanding the number of employ-
ment opportunities available in that segment of the labor
market. So there would be a small gain in total employ-
ment, but it comes at the expense of the earnings and job
prospects of previously employed second-level workers.
(This talk of discrete levels of skill is just an artificial sim-
plification of a more complex process of job search by in-
dividuals and occasional matches with firms. It helps
keep the discussion orderly.)

In principle, the process does not stop there. The ero-
sion of the wages of second-level, slightly skilled, work-
ers makes them more competitive with third-level,
slightly more skilled workers. The fact that some second-
level workers have been displaced into unemployment
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may lead to a further bidding-down of third-level wages
as the competition for jobs intensifies. So the costs of ad-
justing to the influx of former welfare recipients spreads
to the working poor, the working just-less-poor, and so on,
in the form of lower wages and heightened job insecurity.

There is, of course, a long, branching hierarchy of skill
levels in a modern economy. Each level is subject to com-
petition from those just above and below, especially
below. But one would naturally expect the degree of dis-
placement to attenuate as one gets further and further
away from the relatively unqualified former welfare re-
cipients whose appearance on the job market is the source
of the disturbance. By the time you get to the very top of
the food chain, say the Princeton Philosophy Department,
no one will be feeling any pain, and in fact the tenured
members may be able to get their yard work done more
cheaply. The adjustment costs will be concentrated at the
bottom of the job hierarchy and the bottom of the income
distribution. Of course it could be said that those are the
very people who have been protected from competition
all along by the unreformed welfare system. It is not a re-
mark I would choose to make myself, but there must be
some truth to it.

All this reshuffling in the labor market must have
macroeconomic implications. The relevant question is
whether any of them hold the promise of an easier transi-
tion to a world in which work has replaced welfare. Sup-
pose we imagine the displacement and wage-reduction
process to have worked itself out completely. The result is
a lower economy-wide real wage. Can we expect that in-
terim fact to generate enough net new jobs to accommo-
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date the addition to the labor force created by the end 
of welfare as we know it? Or will there just be more
unemployment?

It may help to think about two rather different varieties
of unemployment. These correspond roughly to the two
extreme theories I sketched to introduce this discussion.
One sort of unemployment arises because there is not
enough demand for the products of labor. Spending on
goods and services is somehow inadequate. This is often
called “Keynesian” unemployment. The other sort arises
because, through one mechanism or another, wages are
too high. Business firms could produce and sell more, but
it would be unprofitable for them to do so. The way to ex-
pand production and employment is to have lower costs;
for the economy as a whole, that means mainly lower
labor costs. This is often called “classical” unemployment.

Classical unemployment will respond to wage reduc-
tion, though the process may be more complicated than
this simple statement indicates. Keynesian unemploy-
ment may not respond; there is even a danger that a trans-
fer from wage earnings to profits might result in lower
total spending, which would be perverse for jobs. (This,
too, is more complicated than it sounds.)

To come back to our particular problem, the issue is
whether lower wages, on average, will more or less auto-
matically provide new jobs to be filled by former welfare
recipients and their successors. That turns on the respon-
siveness of the aggregate demand for labor to the real
wage. There has been quite a lot of research on that very
question, because the answer is of great general impor-
tance. I think it is fair to say that the measured respon-
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siveness has been disappointingly small. (I say “disap-
pointingly” because life would be easier if small real-
wage changes could induce substantial shifts in employ-
ment, and if the same were true of other prices and the
associated quantities.) It is not easy to characterize the
range of estimates numerically, but it would not be far off
to say that as much as a 2 or 3 percent change in the real
wage level would be needed to elicit a 1 percent change in
the demand for labor (in the opposite direction, of course).
This result could be taken to reflect the relatively small
weight of classical unemployment in the total, in the
United States at least, or it might be telling us something
about the working of labor-market institutions. In any
case, the implication is that it would take a reduction of 3
to 5 percent in the average real wage to generate net new
jobs equal to two-thirds of the adult AFDC population.

Is this a lot or a little? The first thing to say is that the re-
quired change in the national average wage is not the fig-
ure that matters. I hope I have made it clear that the com-
petition for jobs set off by welfare reform would be
concentrated at the lower end of the job hierarchy. It is cer-
tain that a perceptibly larger reduction in the wages of un-
skilled and semi-skilled workers would have to take place
if the bottom end of the labor market had to absorb an ad-
ditional million and three-quarters relatively unqualified
workers. I would not want to say more than that, not at
the university with the best collection of labor economists
in the country. But it seems likely that unskilled wages
would have to fall by considerably more than 5 percent. If
conventions of equity or propriety, or the existence of a
statutory minimum wage, should prevent the required
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reduction in unskilled wages, the consequence would 
be higher unemployment. Either way, the working poor 
will pay.

The more important observation is not numerical at all.
Apart from magnitudes, the argument leads to the con-
clusion that the burden of adjusting to any genuine re-
placement of welfare by work will fall primarily on low-
wage workers, especially those virtuous ones who have
been employed all along. The burden will take the form of
lower earnings and higher unemployment, in proportions
that are impossible to guess in advance. It would be too
drastic to imagine that the process might lead to the
growth of a distressed class of very-low-wage workers
and, through the workings of altruism, to the re-creation
of welfare as we knew it. There are alternatives, to be dis-
cussed briefly later on. But I hope it is not drastic at all to
doubt that many reasonable people who favor welfare re-
form have had in mind the imposition of nontrivial addi-
tional impoverishment on the industrious working poor.

Completeness requires me to mention one other way in
which macroeconomic forces might ease this problem.
Just because the addition of a million and a half or so new
workers to the labor force represents some potential un-
employment, perhaps the Federal Reserve might see it as
some additional protection against inflation. Any conse-
quent easing of monetary policy—or other macroeco-
nomic policy, if there were any—could lead to lower in-
terest rates, economic expansion, and better job prospects.
I think this is a forlorn hope, however. Wage-induced in-
flation does not come from excessive tightness in the mar-
ket for unskilled labor, but from better-skilled, higher-
wage, sometimes unionized workers, if it comes from the
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labor market at all. The economy will not be measurably
more inflation proof, and will have to work it all out on its
own.

I say this despite the tendency for wage compression to
occur in business-cycle upswings, that is, for low-end
wages to rise proportionally more than high-end wages in
good times. My guess is that this may happen because
higher-end wages are more likely to be governed by long-
term agreements, explicit or implicit, whereas low-end
wages are free to respond to immediate market forces. It
seems wholly unlikely that unskilled wage-push plays
much of an independent inflationary role. Then an influx
of former welfare recipients will not give the Federal Re-
serve much of a cushion against overheating.

Beyond these rather general considerations, there is
some more direct evidence about the probable fate of wel-
fare recipients forced into the labor market by the with-
drawal of support. Most of it comes from the “workfare”
experiments designed and operated by many states dur-
ing the past decade. The most useful for my purpose are
those that were conducted as genuine experiments, with
participants assigned at random to the program itself or
to a control group. The intake into the process consisted
entirely of participants in or applicants to AFDC: experi-
mentals were subject to the particular workfare program
being tried out, while controls continued in AFDC, sub-
ject to the normal regulations. Differences in outcomes can
thus be imputed to the effects of whatever mandatory re-
quirements were imposed by the workfare program being
tested. It cannot be assumed that these experiments antic-
ipate the likely outcome of an all-out imposition of time
limits, work requirements, or simply the closing-down of
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AFDC. They do give us some quantitative insight into the
likely fate of welfare recipients tossed into the open labor
market.

I shall use as my main example the California GAIN
(Greater Avenues for INdependence) experiment to
which I referred in the first lecture. It is the largest and best
documented of the state initiatives; and MDRC has col-
lected and analyzed data extending out to three years
after experimentals’ first exposure to the program.3

Longer-term observations are still to come. The program
itself is complex; I will give only a brief and crude de-
scription and then cut to the chase. Upon assignment to
the program, a welfare recipient or applicant who lacks a
high-school diploma or a GED certificate (General Educa-
tional Development, probably worth very little), or scores
low on a basic skills test, or is deficient in English, is as-
signed to one or another basic education scheme. Others,
and those who finish their basic education, move on to an
organized job-search activity. This includes training ses-
sions in which groups are taught basic job-seeking and in-
terviewing skills, and then supervised job search, with
telephone banks, job listings, and some counseling. This
goes on for about three weeks. Those who do not find a
job in this way proceed to form an individual employment
plan, working with a counselor. The plan will entail fur-
ther activities, like vocational training, unpaid work ex-
perience, and so on. These activities then alternate with
job search.

The question is: what is the subsequent labor-market
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history of those subject to these requirements, particularly
but not only as compared with the controls who simply
carry on as before? We can answer this question for six
miscellaneous California counties. One of them, River-
side, between Los Angeles and San Diego, is especially in-
teresting because it is an outlier, in which the program was
conducted by its staff in a very energetic and aggressive
way. Here are the key results, taking all six counties to-
gether, a total of 17,677 experimentals and 5,114 controls.
During each of the three years of follow-up, about 40 per-
cent of the experimentals had some employment. These
were not steady jobs; in the last quarter of the third year,
only 28.5 percent had any employment, and of course the
proportion employed in any month or week would be still
smaller. All told, 56.7 percent of the experimentals held a
job at one time or another during the three-year period.
Almost 51 percent of the controls had some employment
during that time, so the net impact of the GAIN program
was to increase the fraction ever employed by 6 percent-
age points. This difference is statistically significant, but it
is fairly small.

The conclusion to be drawn is this: in California, in the
economic conditions of the early 1990s, about a third of
welfare recipients held a job at one time or another during
any year; participation in the GAIN version of workfare
increased that fraction by 4 to 6 percentage points. One
cannot be sure that this small margin is an indicator for
the future, but the burden of proof is on anyone who
thinks that welfare recipients forced into the labor market
will be very successful in the search for jobs.

I mentioned that Riverside County seemed consistently
to get better results than any of the other five counties. It
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is worth seeing how much better, as an indicator of the
best that might be hoped for. In one sense the comparison
is a source of optimism. Riverside did do better than the
other five counties; so it does matter how a welfare reform
program is conducted, and activism pays off. That is the
good news. The bad news is that even the Riverside re-
sults suggest that the job prospects for former welfare re-
cipients are pretty grim.

Two-thirds of the Riverside experimentals held a job
sometime in the first three years of their exposure to
GAIN, 10 percentage points more than the average for all
six counties. And the difference seems to have nothing to
do with the Riverside area itself, because the control
group in Riverside had the same experience as the
statewide average. So the conduct of the program is the
key. But the Riverside advantage diminished year by year
and, besides, although it is big enough to be noticed it is
not big enough to solve the problem.

I could report on similar studies of the work-welfare ex-
periments conducted by a dozen other states. But the basic
message would be unchanged. The various states have
tried slightly different programs, in slightly different eco-
nomic environments, and naturally they produce slightly
different results. But none of them offers grounds for op-
timism about the ability of welfare recipients to find and
hold jobs, or to earn a decent living. (Some are more pes-
simistic in their implications than the California GAIN
experiment.)

Instead I shall describe briefly a much smaller and more
casually studied episode in Michigan, because it repli-
cates more nearly the effects of a pure-and-simple end to
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welfare benefits.4 Until its termination in October 1991,
the state of Michigan had funded a program called Gen-
eral Assistance that paid cash benefits of $160 a month to
nonelderly poor adults without dependent children. The
authors of the study note that this population was proba-
bly more rather than less able to find and keep jobs than
the standard AFDC population. General Assistance was
ended in October 1991. (Most of the recipients had been
receiving, and continued to receive, other benefits.)

A representative sample of 426 ex-recipients of General
Assistance were interviewed two years after the program
had ended, and were asked about their labor-market ex-
perience in the meanwhile. About 65 percent of them had
worked at a regular job or at casual labor at some time
during the period. This frequency was the same for those
with less than a high-school degree and those with a high-
school diploma, a GED certificate, or more. The better-
educated group held significantly steadier and better-
paid jobs, however. For instance, 46 percent of them were
employed in the month of the survey, compared with 28
percent of the high-school dropouts, at average hourly
wages of $6.07 and $4.78, respectively. Their total earnings
in the month before the survey averaged $596 for the
better-educated and $377 for the less-educated, which im-
plies that the two groups averaged about 100 and 80 hours
of work, respectively in that month. (Full-time work
would be about 160 hours.)
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Those who worked in the survey month, even the high-
school dropouts, earned more than the old General Assis-
tance benefit of $160. But it could not be said that they
earned a living. It would be a gross overestimate even to
multiply $377 per month by twelve to get $4500 because a
third of the sample never worked at all during the two
years, and very few of those who worked were able to
work steadily. The high-school educated did better, but
for the same reasons, $7200 a year would considerably
overestimate the earning capacity even of those who suc-
ceeded in finding work at all.

The indications from Michigan and California are in 
the same ballpark. Without some added ingredients, the
transformation of welfare into work is likely to be the
transformation of welfare into unemployment and casual
earnings so low as once to have been thought unaccept-
able for fellow citizens.

More microscopic, almost ethnographic, observations
only add depth to this picture. William Julius Wilson has
powerfully documented the disappearance of jobs from
poor, black inner-city neighborhoods like the South Side
of Chicago.5 Katherine Newman, herself an anthropolo-
gist, followed up all job openings filled by four fast-food
franchises in Harlem in 1993, and interviewed those who
got the jobs and those who applied but failed. (There were
fourteen applicants for each job filled.) The winners in this
sweepstakes were better educated and better connected
than the losers, but even the losers were more experienced
and more educated on average than the typical welfare re-
cipient. Three-quarters of the losers were unemployed
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when interviewed a year later, although most of them had
continued to look for work.6 It is impossible to believe that
the forced influx of ex-welfare beneficiaries into these
labor markets could do anything but make a bad situation
worse. (By the way, preliminary results from the Cana-
dian Self-Sufficiency Project confirm this pessimism.)

The proper conclusion from this analysis is not that the
substitution of work for welfare, however desirable it may
be, is infeasible in practice. That might be so if the only al-
ternative to welfare as we know it were simply to walk
away from it. More to the point, I think, is the conclusion
that a decent welfare-to-work transition will require a
more complicated—and more expensive—set of changes.
Two policy conclusions, in particular, seem to me to fol-
low from the argument of these lectures.

The first is that an adequate number of jobs for dis-
placed welfare recipients will have to be deliberately cre-
ated, either through some version of public-service em-
ployment or through the extension of substantial special
incentives to the private sector (profit and nonprofit). Ap-
peals to businesses to hire welfare recipients voluntarily
are a form of abdication of responsibility, and even subsi-
dies to employers are likely to run into real problems of
management. There will have to be a determined and ex-
pensive effort to increase the demand for unskilled and
unqualified labor.

William Julius Wilson has advocated the re-creation of
something like the WPA of the New Deal years. I can see
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the point of that. Pretty clearly there are major infrastruc-
ture needs in urban and rural communities that could be
met with little or no trespassing on the private sector, and
with intensive use of unskilled labor. But there are two
ways in which this suggestion seems to fall short of the
need. Wilson is thinking mainly about males trapped in
inner-city ghettos without employment opportunities.
But the AFDC population is primarily female, often
women with children. Unskilled construction labor may
be a mismatch if the goal is to insert that group into the
world of work and to build up marketable skills.

The second deficiency is related. In an economy that has
been durably trending toward the production of services
instead of tangible goods, focusing on heavy construction
is like trying to make water flow uphill. It would seem
more useful to create an employment track that led to
work habits and skills normally in demand in the service
sector. This would also be a better match with the gender
composition of the welfare population. There are no big-
time models for such an effort, but some institutional in-
genuity might find a way.

The main point, however, is not the design of a partic-
ular scheme. It is, as Wilson sees, the need for purposeful
creation of jobs, in numbers, places, and forms that are
suitable for the people who will fill them, and that can
provide the sort of experience that may eventually have
cash value in the open labor market. Any scheme that will
do the trick will be costly, in budgetary dollars and in the
need to invent and to staff institutions of a kind for which
we have little experience or even intuition. The task is
even harder than it sounds, because it involves swimming
upstream. There has been in recent years a massive shift
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in demand away from unskilled labor. The source appears
to have been mostly technological, but the source is less
important than the fact, and the fact suggests that the
labor market will not naturally welcome an influx of un-
skilled workers.

The second conclusion I want to draw goes back to the
notion of “packaging” that I planted toward the end of the
first lecture.7 Suppose we succeed in managing a transi-
tion from welfare to work. The evidence implies in-
escapably that the jobs obtainable by former welfare recip-
ients will pay very low wages and pay them irregularly.
(The irregularity inheres partly in the job and partly in the
situation of the jobholder, as we have seen.) I think it is
legitimate for taxpayers to want welfare recipients to
work, but not so legitimate to want them to live at the mis-
erable standard their earning capacity can provide, least
of all if children are involved. The implication is that pack-
aging will have to continue, and should be planned for.
This means, by the way, that time limits are incompatible
with the substitution of work for welfare.

It was observed in the first lecture that a large fraction
of welfare beneficiaries today either alternates between
work and welfare or does both at the same time. That pat-
tern will have to be recognized as normal, even as a good
thing under the circumstances. It should be regularized
and institutionalized, to see that the incentives point in
the right direction and that justice is done, and to guard
against corruption. (Corruption is also a danger in any
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scheme of public employment. I have not dwelt on that
fact only because corruption is a danger in any human so-
cial activity, perhaps even the Tanner Lectures on Human
Values.)

The institutional details can be important. Here we
have the advantage of an already functioning mechanism,
the Earned Income Tax Credit. It could be calibrated to
provide a tolerable standard of living for ex-welfare re-
cipients—and others—who work hard and play by the
rules, to use another of those phrases. Employers should
understand that they benefit from the EITC too, because,
like any subsidy, it puts a little downward pressure on the
market wage.

The object of this mixed system should be to achieve a
reasonable equilibrium between the norms of self-reliance
and altruism. The real trouble with welfare as we knew it
is that it tended to erode both. My suggestion is that a
mixed work-welfare system, with an adequate supply of
jobs, stands a chance of reinforcing both self-reliance and
altruism, but such a system will not come cheap. There
has been no sign yet that the United States is willing to put
the necessary money where its mouth is.

Suppose nothing special happens. Welfare “reform”
follows the script, without any amelioration. What will
we then think about it? The welfare rolls will diminish.
Governors will point with pride. Congressmen and sena-
tors (and presidents?) will nod their satisfaction. No one
will ask what has happened to the former welfare recipi-
ents or to the working poor. If anyone asks, there will be
no answer. There will be no data. As Alan Krueger pointed
out to me, the relevant experiments will not have been
performed; the administrative system tracks only recipi-
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ents, not the would-have-beens. They may be living 
with relatives who cannot afford them, or on the street, 
or under the bridges of Paris. The need for relevant data
is not just the peculiar craving of academic social scien-
tists. It is the life-blood of rational social policy and its
evaluation.
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✣ C O M M E N T ✣

G L E N N C . L O U R Y

✣

For my purposes it will be helpful to summarize Profes-
sor Solow’s argument as follows: in thinking about pub-
lic policies dealing with the poor, a conflict exists between
two important human values—self-reliance and altruism.
In the context of welfare, establishing a quid pro quo
rooted in work can help to resolve the conflict between
these values. Both those who give (taxpayers) and those
who receive (welfare dependents) feel better about the
transaction if recipients work for their benefit. Yet, there
are problems with this resolution. Among the recipients
there are young children to be cared for, the level of work
experience and employment skills are low, potential earn-
ings even from full-time year-round employment are
meager, and there are physical and psychological disabil-
ities that impede the finding and holding of a job. In-
evitably, not all of the recipients will find jobs, and even
fewer will keep the ones they find. Therefore, although the
conflict of values can, in principle, be resolved through
work, this will happen in practice only if assistance is
given to recipients, including the creation of public-sector
jobs, the provision of wage supplements, and the provi-
sion of services like child-care and health-care benefits,
counseling, and training. In short, only if work for welfare

4 5



recipients is properly supported can the quid pro quo of
workfare provide a decent resolution of the tension be-
tween the competing values of self-reliance and altruism.

My principal response to this argument takes the form
of a question: is “work” the appropriate lens through
which to approach the conflict of values associated with
the existence of dependent persons in our midst?

At the risk of oversimplification, let me divide the issue
of “work” for low-skilled persons into two subthemes—
there are not enough low-skilled jobs, and people can’t
live on the wages paid in the jobs that are available. Of
course, since demand curves slope downward, these is-
sues are not independent. (That is, inevitably there will be
a trade-off between the number of jobs and their remu-
neration.) But we can distinguish these two issues for the
purposes of this discussion.

As Professor Solow recognizes, the shortage of suitable
jobs for welfare recipients reflects both the slackness of
low-wage labor markets and the characteristics and be-
havior of welfare recipients. He cites the work of anthro-
pologist Catherine Newman of the Kennedy School at
Harvard, which illustrates how, among relatively low-
paid workers with skills clearly superior to the average
welfare recipient, jobs are hard to come by, and hard to
hold on to. (Thus, three-quarters of a Harlem sample of
high-school graduates were unemployed one year after
the initial interview, though the entire sample was se-
lected from people actively seeking work.) He also cites
the very modest positive effects of experimental efforts to
find jobs for welfare recipients in California as evidence
that many in this (welfare-receiving) population will have
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great difficulty holding onto jobs even if they can find
them. As for the second problem (low wages), Professor
Solow avoids advocating raising the minimum wage, but
instead urges wage subsidies through the income-tax sys-
tem (namely, expanding the Earned Income Tax Credit
program).

The bottom line is that, for both of these reasons, mak-
ing this quid-pro-quo transaction a reality will be a costly
undertaking. This is particularly so since, politically, it
will prove difficult over the long run to limit such benefits
as expanded wage subsidies for low-wage workers, or
continuing child-care provision, to only the (ex)-welfare
population. Moreover, the moral question arises as to
why, with general assistance benefits being cut or elimi-
nated in some states, and with the prison populations of
the various states growing rapidly, the target population
for promoting the capacity and remuneration for digni-
fied work should be limited to that segment of the low-
skilled population which happens to consist of single
mothers. Once the support of work for indigent and
difficult-to-employ women with children has been insti-
tutionalized, how does one justify excluding from such
support the brothers of these women, or the fathers of
their children?

It seems to me that “work” in this workfare discussion
is not really a quid-pro-quo matter at all. Recipients will
not be “giving” very much in return for the benefits they
receive. The transaction is “balanced” only in the sense
that the recipients are seen to be making an effort. But they
may be adding very little net value, once all costs of their
support are taken into account, and once the opportunity
costs of their time way from home (and children) are

C O M M E N T

4 7



G L E N N  C .  L O U R Y

4 8

added in. What seems really to matter is that recipients are
visibly trying to do something for themselves. This is
what we are calling “work,” in our effort to resolve the
conflict between the values of self-reliance and altruism.

Toward the end of his Atlantic Monthly article on wel-
fare reform, Peter Edelman observes that, in a sense, much
of welfare policy is really better thought of as disability
policy.1 One-third of the welfare caseload involves some
disability in either the mother or the child; between one-
third and one-half of the caseload seems not to be em-
ployable, since that many remain without jobs in the best
“supported work” experiments, after three years of con-
certed effort. A great number of these folks are socially,
psychologically, physically, or mentally impaired. Young
children are involved. Why is our response properly con-
ceived along this single dimension of work?

Yet “workfare” has carried the day. Should it have?
How did we end up here? The answer, I think, is neither
historical inevitability nor intellectual force, but rather po-
litical expediency. This reflects poorly, I believe, on the 
position of progressive advocates in the contemporary
political environment. Progressives found in “workfare”
a salable antidote to conservative reaction against welfare
policy. David Ellwood’s answer to Charles Murray was
“If you work hard and play by the rules, you shouldn’t be
poor.”2 But, where does this leave the great number of
people who are not able (or willing) to “work hard and
play by the rules”? Do they (and their children), then, de-
serve to be poor? In other words, is the distinction be-

1 Peter Edelman, “The Worst Thing Bill Clinton Has Done,” Atlantic
Monthly 279.3 (March 1997).

2 David T. Ellwood, Poor Support (New York: Basic Books, 1988).



tween deserving and undeserving—between “good” and
“bad”—poor people a political and moral necessity in our
time? And, can (or should) we make this distinction stick
when the consequence is the suffering of innocent chil-
dren? It is hard to avoid some such conclusions, once one
has started down this path. Professor Solow does not ad-
dress these questions, but his argument raises them, and
they should be addressed.

So, a line of argument that began with the idea that
everyone has to pull his own weight (or, in Phil Gramm’s
colorful and candid version: “It’s time for those riding in
the wagon to get out and help the rest of us push”) ends
with a five-year lifetime limit on receipt of federal income
support for what appears to be millions of indigent fami-
lies incapable of supporting themselves. This does not
look like progress to me, unless you believe that enforcing
this regime will set in motion a chain of forces that ulti-
mately reduces dramatically the number of families in this
position. So far as I can see, there is no reason to believe
that, though only time will tell.

Professor Solow observed in his first lecture that a con-
cern for human values could not do without economics.
By this he meant that, where there are choices to be made
among competing ends embodying conflicting values, an
assessment of actual alternatives before us (as opposed to
the ones we might wish we faced) is a prerequisite to gen-
uinely moral action. For only by acknowledging the con-
flicts and constraints as they are will we be led to doing
the work of moral reflection that must be done. The fre-
quent making of this prototypical economist’s observa-
tion is what has earned our profession the reputation of
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being the “dismal science.” Yet the observation is a tau-
tology: whatever course of action is ultimately under-
taken must inevitably be constrained by the limitations of
resources and information of the sort with which eco-
nomics is concerned.

Yet, this tautology has a limited range of application. It
does not apply, I believe, to the products of our imagina-
tions, including our political imaginations. Indeed and
perversely, if we think only about what appears to be po-
litically feasible at a point in time, we may limit our abil-
ity to conceive of something genuinely fresh and new. I
think that something like this may be the case in this area
of social policy. This is why I want to think about more
than the “work” question in this discussion.

The Social Security Act of 1935 was a great achievement,
creating the system of income support for the elderly
which is today universally embraced, across the political
spectrum, as a bedrock public commitment. The 1935 act
also created the federal program of assistance to families
with dependent children which we commonly call wel-
fare, and which was dramatically altered by the welfare
reform legislation signed into law by President Clinton in
1996. That legislation ended the federal entitlement to as-
sistance that poor, single-parent families had enjoyed for
over sixty years. In this context, a particularly sharp
issue—which must be raised here—involves the poorest
of the poor, the so-called “underclass.” To speak plainly
and directly, I do not believe that the progressive spirit of
the New Deal, as reflected in the social democratic policy
arguments of many on the Left today when addressing
the problem of the underclass, remains adequate in the
face of the profound difficulties that we face in this area. I
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think those arguments need to be modified, if the objec-
tive of incorporating the socially marginalized more fully
into the body politic—an objective that I share—is to be
achieved.

There is a progressive “story” about the underclass that
has gained wide currency. This story is reflected in the
work of distinguished sociologist William Julius Wilson,
whom Professor Solow has mentioned more than once
during these lectures. In his new and important book,
When Work Disappears, Wilson claims that the absence of
“good jobs at good wages” in the central cities has pre-
cipitated the social collapse to be observed there; and that,
until employment opportunities are restored through
concerted government action, the tragic, pathological dis-
integration will continue apace. I want to question these
claims, particularly the notion that the root cause of be-
havioral pathology in the ghettos is the disappearance of
work. In this way, I want further to support my view that
“work” is too narrow a lens through which to view the
problem of what to do about the welfare population.

It is, of course, true that attachment to the workforce is
extraordinarily low among residents of inner-city ghettos.
It is also true that their attachments to marriage, school,
and law-abidingness are extremely low, as well. Which is
cause, and which effect? I do not know the answer to this
question, and neither, it seems to me, does Professor Wil-
son, Professor Solow, or anyone else. The leading alterna-
tive explanations of the underclass problem are the in-
centive effects of transfer policies, and the autonomous
influences of ghetto culture. Although I do not believe that
the incentive effects of welfare have caused the growth of
single parenthood, joblessness, and criminal participation
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in inner-city neighborhoods, I am not nearly so certain
that the self-destructive patterns of behavior among suc-
cessive generations of ghetto youths, reinforced by cul-
tural changes throughout American society, and certainly
not helped by the lack of economic opportunity, have not
taken on a life of their own, substantially independent of
economic trends. As such, it is unclear that the provision
of (even well-supported) work opportunities will suffice
to resolve these difficulties.

Here is the problem: too many young ghetto dwellers
are unfit for work. They lack the traits of temperament,
character, and intellect to function effectively in the work-
place. They have not been socialized within families from
the earliest ages to delay gratification, to exercise self-
control, to communicate effectively, to embrace their re-
sponsibilities, and even in some cases to feel empathy for
their fellows. These deficits are not genetic; but they are
certainly exacerbated by racial and class segregation in
this society, they obviously reflect the disadvantages of
being born into societal backwaters, and they should elicit
a sympathetic response from the rest of society. They are
nevertheless deficits, deep and profound, and they may
not be easily reversible with jobs programs of any kind.

Let me observe here that the opposition that some are
inclined to raise in this context between structural expla-
nations of social pathology, on the one hand, and individ-
ualistic explanations on the other is, in my opinion, a false
dichotomy, a red herring, a canard. To be the only young
male in a housing project environment who carries books
home from school, marries the girl he gets pregnant, and
works for “chump change” at a fast-food franchise, an in-
dividual would have to behave heroically. We cannot ex-
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pect heroism as the norm. Thus, to point a finger at the in-
dividual in that circumstance who fails to measure up to
our expectations, and to condemn that individual as “im-
moral,” is callous and is itself an immoral stance. The in-
dividual is, of course, constrained by the structure in
which he is imbedded. On the other hand, to ignore the
extent to which environments of this sort foster patterns
of behavior that are morally problematic (and also ineffi-
cacious) is to make a serious mistake, as well.

I doubt that Professor Solow would disagree with me
on these points, though I am not sure about that. (We shall
find out soon enough.) But, let me push this point a bit fur-
ther: there is good reason to doubt that the provision of
WPA-style public jobs, as Wilson advocates, or jobs ori-
ented toward developing skills useful in the service sec-
tor, as Professor Solow advocates, will reverse the disin-
tegration of the black family, drive crack from the ghettos
or, for that matter, transform the negative attitudes to-
ward work and responsibility that Wilson himself docu-
ments, in the quotations he presents from both young
black men and their prospective employers in the first
part of his book. And, if you think you can solve the ghetto
problem by dealing only with women on welfare and
their children, you need to think again. It is just possible
that more, much more, will be needed to reverse the tragic
disintegration of social life in the urban ghettos. It may be
that social policy, by itself, is not capable of eradicating
deeply entrenched patterns of child rearing and social in-
teraction that pass on personal incapacity—criminal vio-
lence, promiscuous sexuality, early unwed childbearing,
academic failure—from one generation to the next. It is
imaginable, is it not, that the moral life of the hard core
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urban poor will have to be transformed before some of
these most marginalized souls will be able to seize such
opportunity as may exist.

One can surely understand why an economist whose
focus is on employment issues might hesitate to make this
point. But it would be too bad if, at a convocation of the
University Center for Human Values, we were to leave
without having considered the point at all.
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✣ C O M M E N T ✣

A N T H O N Y  L E W I S

✣

Professor Solow mentioned the Peter Edelman article
in the Atlantic Monthly describing harsh effects of the 1996
welfare legislation and criticizing President Clinton’s role
in it.1 When I wrote a column about the Edelman piece, I
had an angry letter from a reader in Long Island. His par-
ents came to this country as refugees after World War Two
with just $10 in their pockets. If they had been given wel-
fare, he said, they would have “remained in a terrible
state.” Instead they worked hard and made it into the
middle class. He concluded, in capital letters: “Welfare
and food stamps are a DIABOLICAL LIBERAL INVEN-
TION to keep a large population destitute, and to guar-
antee a voting bloc for politicians who promise the best
handout.”

That letter illustrates one of Professor Solow’s starting
points. We live in a society that puts a high value on self-
reliance. Those who pay taxes may sorely resent support-
ing a welfare system that they believe saps self-reliance.

But the letter’s political argument, its denunciation of
the devilish liberals, proceeds from a faulty premise.
Americans who receive welfare are not an effective voting

1 Peter Edelman, “The Worst Thing Bill Clinton Has Done,” Atlantic
Monthly 279.3 (March 1997), 43.



bloc. Their lack of influence was evident when Congress
in the 1996 legislation ended the federal guarantee of aid
to poor families with dependent children. The fact is that
poor people, on or off welfare, mostly do not vote in this
country. The question is why those who do vote, better-off
citizens, came to feel so strongly that the welfare system
was breeding a corrupt dependency and was taking un-
fair advantage of the taxpayer. Why now? Why did we
abandon the federal guaranty at a time when the country
was at a high point of prosperity, very likely the greatest
prosperity of any country, ever?

Prosperity itself is part of the answer, I think. When the
first major federal social programs were enacted, in the
1930s, Americans were all too familiar with economic dep-
rivation. Most adults had themselves been impoverished
by the Depression or were close enough to people who
had to empathize with the victims of poverty. The enrich-
ment of the last fifty years—the growth of the middle class
and upper middle class—has made us more likely to be
Social Darwinists: to believe that the fittest survive in the
market, and those who do not make it have only their own
shiftlessness to blame.

But the radical nature of the legislation passed by Con-
gress and signed into law by President Clinton, the aboli-
tion of the main federal safety net, also reflected a grow-
ing belief—across ideological lines—that the existing
welfare system was fostering destructive patterns of life.
Critical as he was of the 1996 law, Peter Edelman agreed
that the system needed changing to encourage work in-
stead of reliance on welfare checks. After the legislation
was enacted, the Boston Globe did a lengthy study of wel-
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fare recipients in rural Massachusetts; a commentator
concluded that they displayed these qualities: “Self-
indulgence. Sloth. Amorality.” People on welfare them-
selves expressed concern, in newspaper interviews, about
what the system had done to their character. Many
seemed to agree with Professor Solow’s wry comment
that in our society long-term reliance on others’ altruism
“may be dangerous to one’s moral health.”

Which brings me back to the Tanner Lectures. After
hearing Professor Solow remark that “welfare bums were
a topic of conversation at the Club in Caesarea fifteen hun-
dred years ago,” one can no longer think of economics as,
necessarily, a dismal science. The wit and elegance of the
lectures were matched by the clarity with which they ex-
posed the facts of welfare and work. That is important, be-
cause the heated debate on the question has been aston-
ishingly short on reliable facts.

It makes a great difference, for example, to learn that a
substantial number of those now on welfare cannot work
full time, no matter what incentives may be put in place.
It was news to me that nearly half of current recipients ei-
ther get both welfare and earnings from part-time work or
else alternate working and living on welfare. And Profes-
sor Solow was unrelentingly realistic in describing the dif-
ficulty of moving some people from welfare to work. Pro-
grams in California and Michigan, he showed, increased
the percentage who became employed only slightly de-
spite serious, extended efforts. His conclusion is one that
should be at the center of thinking on the welfare ques-
tion: “Without some added ingredients, the transforma-
tion of welfare into work is likely to be the transformation
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of welfare into unemployment and casual earnings so low
as once to have been thought unacceptable for fellow
citizens.”

The question is whether politicians will face that con-
clusion or go on assuming, wishfully, that welfare recipi-
ents forced by the strict new limits to look for jobs will be
able to find minimally decent ones. I say wishfully be-
cause the 1996 welfare law was passed on the basis of wish
and ideology rather than facts. No one who pushed it—
nor the president who signed it—knows how poor chil-
dren and ill adults will actually survive under its terms.

Professor Solow embraces the goal of work, not wel-
fare—provided that the formula in application is “neither
punitive nor degrading,” that it is applied with care to the
disabled and troubled, and that it shows concern for the
needs of children. I wonder how many of those who pro-
moted the 1996 law bore those considerations in mind. I
rather think that some of them took their cue from Dick-
ens’s Mr. Bumble and Wackford Squeers. That is, they
meant to be punitive. How else can one explain depriving
elderly and disabled legal immigrants of food stamps and
other benefits? The purpose could not have been to make
them go to work, since they are unable to work.

“It is legitimate for taxpayers to want welfare recipients
to work,” Professor Solow says, “but not so legitimate to
want them to live at the miserable standard their earning
capacity can provide, least of all if children are involved.”
So a decent new system would provide support for earn-
ings and create jobs for those who want to get off welfare.
That would not be cheap, and Professor Solow sees no
sign that our society in its present mood is prepared to put
up the needed money. He is surely correct in that pes-



simism. The 1996 welfare law was shaped not by such ra-
tional calculations but mainly, I believe, by the desire to
reduce federal responsibility and budgetary cost.

The welfare problem lies, Professor Solow says, at the
intersection of two values: self-reliance and altruism. But
when you think about some of the human evidence he
cites, you might conclude that other values are involved,
too. I was struck by the woman who said she was glad for
welfare because it allowed her to stay home with her baby.
“I’d love to get off welfare,” she said, “but I’m not going
to miss my son growing up just to get off it.” Doesn’t that
sound like a value that all of us, regardless of ideological
bent, ought to honor? Or does the Protestant work ethic
trump everything else in our society?

There was one point at which I parted from Professor
Solow. It was when he said that we working taxpayers tax
ourselves to help the poor because of altruism—“even if,”
he added, “it includes an attenuated element of enlight-
ened self-interest.” No doubt there was irony in his com-
ment, but in any event the self-interest is in my view far
from attenuated. Not long ago I was walking across East
Forty-Third Street in New York between Fifth and Madi-
son Avenues. A woman came toward me, in her thirties I
would say, respectably dressed, with a boy of perhaps six
walking next to her and a baby in a stroller. She stopped
me. “Could you spare some money?” she asked. “We’ve
had nothing to eat today.” Is that the way we want to live,
we the fortunate? Some of us can wall ourselves off in
guarded communities. But the quality of our lives is still
deeply affected by the existence of Americans like that
woman and her children, and by the existence of blighted
ghettos in the centers of our cities.
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I give you the example of South Africa, a country that is
in both the first and the third worlds. It has suburbs as
lush as any in the United States, and it has squatter settle-
ments of tin and cardboard that go as far as the eye can
see. Years ago, in the time of apartheid, a Catholic bishop
said to me that most white South Africans suffered from
existential blindness; they blinded themselves to the bit-
ter realities around them so they could go on living un-
troubled lives. It is no longer possible to overlook the re-
alities in South Africa. Do we want a society where we
blind ourselves to the reality of people who are desper-
ately poor?

Professor Solow focused on the question of welfare and
work. But there is more to the problem of poverty and
urban decay in this country, as I know he would agree.
There is the daunting reality, so powerfully described by
Professor William Julius Wilson, that large numbers of
young men in the ghettos of Chicago—and elsewhere—
lack the education and even the primary social skills to be
employable in today’s economy. They do not know how
to be on time, how to apply themselves to a task until it is
done.

That brings me to the unmentioned subject that under-
lies so much of the welfare debate: race. We had a ques-
tion from the audience about the failure of Britain to re-
spond adequately to the potato famine in Ireland. The
failure is thought to have reflected, to some degree, a
British feeling that the Irish were feckless people who had
brought disaster upon themselves. A similar feeling
among white Americans about blacks has surely con-
tributed to the clampdown on welfare. Professor Solow
referred elliptically to that when he spoke of a Canadian
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welfare experiment and said many Americans would dis-
miss it as irrelevant to us because “those are Canadians
(meaning ‘white people down on their luck’).” In ad-
dressing any part of our social pathology we cannot es-
cape race.

But I have strayed from Professor Solow’s rational
realm. Or have I?
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✣ C O M M E N T ✣

J O H N  E .  R O E M E R

✣

Professor Solow’s lucid and sensitive presentation is a
hard act to follow. I have little to criticize in his analysis,
and shall therefore concentrate my attention on things he
only touched upon, or left unsaid. In particular, I shall try
to evaluate, in a broad-brush way, the economic and po-
litical feasibility of one of the two alternatives to “welfare
as we know it” that he referred to, an employer subsidy
program; and I shall then offer a few remarks on equality
of opportunity.

First, then, to an analysis of what employer subsidies
could do. I must preface these remarks by reminding you
that I am not a labor economist, and so I am innocent of
much of the detail of how labor markets work—in partic-
ular, how their actual working differs from the textbook
picture of markets. What I shall offer you is a standard,
textbook analysis of employer subsidy programs, and that
analysis may be open to critique on grounds that actual
labor markets do not operate as they are generally con-
ceived of as operating. But bear in mind that, in the fol-
lowing analysis, markets are assumed to be perfect, and it
is assumed that the economy would flexibly adapt to the
influx of new labor from those currently on welfare. Thus,
the projections I make err on the optimistic side.
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I shall try to imitate Professor Solow’s admirably non-
technical description of an economic model. In the model
I construct to study employer subsidies, I assume there are
two kinds of worker, high-skill and low-skill. The single
consumption good in the economy is produced by high-
and low-skill labor, who cooperate in the production
process. I have used what is called a CES production func-
tion to capture exactly how the two kinds of labor com-
bine to produce output. In the model, all high-skill labor
is employed, but there is generally some unemployment
of low-skill labor, and this is due to the fact that low-skill
workers face costs, in varying amounts, if they go to work.
Think of these costs as those of child care: if one stays at
home, one can take care of the children, but if one goes to
work, someone else must be paid to do so. A low-skill
worker will seek employment only if her after-tax wage
earnings exceed the welfare benefit she receives if unem-
ployed by at least these costs. Economists often refer to
such costs as the disutility of labor, but I think it is more
apposite to think of them as child-care expenses. High-
skill workers also have such costs, but their wages will al-
ways be high enough to make it worthwhile to work,
rather than to stay home and collect the transfer payment.
In any event, I assume that there is a given distribution of
these costs of working among the population of low-skill
citizens.

Citizens must tax themselves to raise funds to pay ben-
efits to the unemployed, here conceived of as the welfare
benefit. We can now describe the market equilibrium of
such an economy, without employer subsidies. In fact, for
each possible level of the welfare benefit, there will be an
equilibrium, consisting of a pair of wages, one for low-
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skill and the other for high-skill workers, and a propor-
tional income tax levied on the incomes of all employed
workers. Firms in the economy are competitive, and max-
imize profits. At equilibrium for a given value of the
welfare benefit, the two wages are such that the demand
for high-skill labor by firms exactly equals the total sup-
ply of high-skill workers in the economy, and the demand
for low-skill workers by firms exactly equals the amount
of low-skill labor on offer, which is the total labor supply
of low-skill workers for whom it is profitable to offer
labor, that is, for whom after-tax income will exceed the
welfare benefit by at least their child-care costs. Further,
the income tax just suffices to pay total welfare benefits.

To refer to Professor Solow’s exposition, this is an econ-
omy where those on welfare are exact substitutes in pro-
duction for employed low-skill labor. Furthermore, em-
ployment will always expand to accommodate a larger
supply of low-skill labor, but at the same time, the wage
of low-skill labor will fall. The model is neoclassical.

I have to calibrate this model so that it looks something
like the U.S. economy: of course, since the model only has
a few parameters, and the U.S. economy has millions of
parameters, I cannot exactly capture what our economy
looks like in its salient features. The inexactness of the pic-
ture that you will see in a minute is the opportunity cost
of model simplicity.

I calibrated the model so that if all labor is fully em-
ployed then average income is $40,000, which was ap-
proximately average household income in the United
States a few years ago. At this full-employment equilib-
rium, the wage of low-skill workers is $13,400 and the
high-skill wage is $58,000. (Remember, everyone other
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than our low-skill population is lumped into one kind of
labor, here designated “high-skill.”) For the economists in
the audience, I chose the elasticity of substitution between
the two kinds of labor to be 1.5, as the conventional wis-
dom has it that that elasticity is between one and two.

I further calibrate the model by assuming that 40 per-
cent of the population is low-skill, and 60 percent is high-
skill, and that among low-skill workers there is a uniform
distribution of child-care costs varying between none and
$20,000. It is people at the high end of this cost continuum
who will almost always be on welfare.

In table 1, I report the various equilibria that are avail-
able to us, as we vary the welfare benefit—this is “welfare
as we know it,” with no employer subsidies or jobs pro-
gram. The first column, lam, lists the employment rate of
low-skill labor; the second column, tax, the proportional
income tax rate; bene is the welfare benefit (in $1000s),
lowage is the after-tax wage of low-skill workers, hiwage is
the after-tax wage of high-skill workers, mean is average
income in economy, meaning per capita GNP, and gini is
the gini coefficient of the income distribution, among the
three classes—high-skill workers, low-skill employed
workers, and low-skill workers collecting the benefit.
Consider the fifth row of the table. The employment rate
of low-skill workers is 60 percent, which translates into a
gross unemployment rate of 16 percent. (Recall, this does
not use the standard definition of the labor force, but
rather takes the denominator in the unemployment rate
as the entire adult population.) The welfare benefit is
$5,700, and the after-tax wage of low-skill workers is
$17,700. (Thus, those collecting welfare are precisely the
individuals for whom child-care costs exceed $12,000.)
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Note, from the second column, that the welfare program
costs 2.4 percent of GNP.

How could we raise the participation rate in the labor
force of low-skill workers from 60 percent to 80 percent?
The negative numbers in the first row of the table tell us
that this is impossible. Even to raise the participation rate
to 75 percent, we would have to lower the welfare benefit
to $870 (per annum). By inducing that extra 15 percent
into the labor force, we would lower the after-tax earnings
of employed low-skill workers from $17,700 to $15,870—
that is, by 10 percent. This nontrivial reduction in income
is the cost of increasing labor-force participation to the so-
called “deserving poor” that Professor Solow referred to.
Notice also that the income distribution would become
more unequal, as measured by an increase in gini coeffi-
cient from 0.275 to 0.287. GNP per capita would rise by a
mere 2.7 percent.

It is also instructive to observe the trade-offs of going in
the other direction. Suppose we wanted to raise the wel-
fare benefit to $9,200—not a princely sum. This would en-
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Table 1 Zero Employer Subsidy

lam tax bene lowage hiwage mean gini

0.8 20.00135904 20.663805 15.3362 57.0341 39.0749 0.28624
0.75 0.0022463 0.870728 15.8707 56.5242 38.7628 0.28653
0.7 0.00761509 2.43926 16.4393 55.9042 38.4382 0.28487
0.65 0.014876 4.04835 17.0484 55.1672 38.0997 0.28120
0.6 0.0241889 5.70635 17.7064 54.3046 37.7453 0.27543
0.55 0.0357563 7.42401 18.424 53.3057 37.373 0.26744
0.5 0.0498403 9.21547 19.2155 52.1564 36.98 0.25705
0.45 0.0667877 11.0997 20.0997 50.8381 36.5628 0.24400
0.4 0.087072 13.132 21.1032 49.3258 36.1167 0.22794



tail a labor-force participation rate among low-skill work-
ers of 50 percent. In addition, the after-tax income of the
low-skill unemployed would increase to $19,200, that is,
by 8.5 percent. Moreover, the gini coefficient would fall to
0.257. The cost of this change is borne by high-skill
workers, whose income would decrease from $54,300 to
$52,160, a decrease of 3.9 percent. You might find this an
acceptable cost, but remember that high-skill workers
comprise 60 percent of the polity, and they would not be
happy with that reduction in real income. So the political
implementation of such a regime is unlikely. No one is
talking about that kind of welfare reform.

In figure 1, I graph for you the last two columns of 
the table, per capita GNP against the gini coefficient. That 
the curve has a positive slope is the form the efficiency-
equality trade-off takes in this economy: that is, higher 
per capita GNP is purchased at the cost of increased
inequality.

Let us now turn to a model in which firms are subsi-
dized by the government to hire low-skill workers (table
2). We have a choice: should the subsidy be targeted to the
hiring of workers currently on welfare who enter the labor
force, or should firms receive the subsidy for every low-
skill worker they hire? There is a debate on this issue
among labor economists, which I can not discuss here. I
have chosen to model the regime where the subsidy is not
targeted. The main reason is that targeting the subsidy—
that is, attaching it only to workers who leave welfare to
take a job—would induce a deleterious substitution by
firms of current low-skill welfare recipients for currently
employed low-skill workers. Thus, the cost to the so-
called deserving poor would be even greater than other-

J O H N  E .  R O E M E R

6 8



wise. Further, any program with targeted subsidies will
require more government monitoring, and will be less po-
litically viable.

Table 3 reports the alternatives available if we fund a 30
percent employer subsidy. Taxes now finance both the em-
ployer subsidy and the welfare benefit for those who re-
main unemployed. Under this regime, we can increase the
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Figure 1. Social welfare indicators under the present system.

Table 2 15 Percent Employer Subsidy

lam tax bene lowage hiwage mean gini

0.8 0.0248015 1.57122 17.5712 55.5441 39.0749 0.263368
0.75 0.0292566 3.16599 18.166 54.994 38.7628 0.262848
0.7 0.0355129 4.79661 18.7966 54.3326 38.4382 0.260341
0.65 0.0437043 6.46994 19.4699 53.5528 38.0997 0.255779
0.6 0.0539975 8.19466 20.1947 52.6458 37.7453 0.249066
0.55 0.0666027 9.98191 20.9819 51.6004 37.373 0.240067
0.5 0.0817911 11.8462 21.8462 50.4025 36.98 0.228597
0.45 0.0999207 13.8072 22.8072 49.0332 36.5628 0.214388
0.4 0.121478 15.8916 23.8916 47.4668 36.1167 0.197063



labor-force participation rate of low-skill workers to 80
percent, and still support those who remain on welfare
with a benefit of $4,570, a “mere” 20 percent reduction in
the benefit. Continuing the comparison to my chosen
benchmark of 60 percent labor-force participation under
the current regime, the post-tax income of low-skill em-
ployed workers would rise substantially from $17,700 to
$20,570. But the post-tax income of high-skill workers
would fall from $54,300 to $53,550, by 1.4 percent. You
might think this is a worthwhile trade-off, but it is not ob-
vious that the median voter would agree. A socially better
alternative, I think, would be to move to a 75 percent par-
ticipation rate under the 30 percent employer subsidy
scheme. This could be accomplished while raising the
welfare benefit to $6,240 (from $5,700), increasing the
after-tax earnings of the working low-skilled to $21,200,
and reducing the after-tax earnings of the high-skilled to
$52,950, a reduction of 2.5 percent. Again, we must con-
front the self-interest of the median voter. And note that
we are talking about a rather small increment of 15 to 20
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Table 3 30 Percent Employer Subsidy

lam tax bene lowage hiwage mean gini

0.8 0.0598878 4.56882 20.5688 53.5457 39.0749 0.232682
0.75 0.0654004 6.23739 21.2374 52.9464 38.7628 0.231154
0.7 0.072751 7.94322 21.9432 52.2349 38.4382 0.227596
0.65 0.0820783 9.69337 22.6934 51.4038 38.0997 0.221937
0.6 0.0935543 11.4967 23.4967 50.4444 37.7453 0.214073
0.55 0.107395 13.3646 24.3646 49.3453 37.373 0.203863
0.5 0.123879 15.3117 25.3117 48.0922 36.98 0.191112
0.45 0.143369 17.3576 26.3576 46.6662 36.5628 0.175547
0.4 0.16636 19.5291 27.5291 45.0418 36.1167 0.156777



percent, in the labor-force participation rate of low-skill
workers.

Although rational, self-interested economic agents will
only look at what happens to their after-tax incomes, we
should note that to achieve a 75 percent participation rate
with the 30 percent employer subsidy program would
cost 6.5 percent of GNP, in contrast to the 2.4 percent frac-
tion of GNP in the benchmark of 60 percent participation
rate of “welfare as we know it.” This verifies Professor
Solow’s claim that a successful program will be much
more expensive than what we now have.

Finally, figure 2 presents the aggregate welfare eco-
nomics of three regimes, in which the top curve is the pres-
ent system, the middle curve is a 15 percent employer
subsidy program, and the bottom curve is the 30 percent
employer subsidy program. The lower the curve is, the
better is the regime from the aggregate welfare viewpoint,
at least according to my ethics: that is, on a lower curve,
we can generate the same GNP per capita with a more
equal distribution of income than on a higher curve. So,
from an aggregate welfare viewpoint, the 30 percent em-
ployer subsidy program is the best. What we have seen,
however, is that a move from what we have at present to
a more desirable equilibrium with an employer subsidy
program would not be in the self-interest of the median
voter, the high-skill worker. Political economy confronts
welfare economics.

Let me turn, now, to equality of opportunity. Professor
Solow has addressed himself, in these lectures, to a short-
run problem: how to get those low-skill workers, cur-
rently not participating in the labor force, into the labor
force. As I hope my calculations have indicated, the
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prospects for doing so in our market economy are not aus-
picious, even with a wage-subsidy program. I have not
analyzed a jobs program. The longer-run solution to the
problem must, I think, involve increasing the skills of low-
skill workers. Assuming that the technology would adjust
to accommodate a labor force with a better distribution of
skills, then real wages for all workers would increase, and
fewer low-skill workers would find it advantageous to re-
main out of the labor force. I agree with Professor Solow
that almost all people would like to work, if they could do
so and not lose financially, given what I’ve called their
child-care costs.

There are two general approaches to increasing the
skills of the disadvantaged: one is through better primary
and secondary education, the other is through post-school
job training. I guess the most successful institution, in our
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Figure 2. Social welfare indicators at 0%, 15%, and 30%
employer subsidies.



country, that does the latter is the military, which perhaps
explains why so many poorly educated people find the
military attractive.

Not to the exclusion of more post-school skill enhance-
ment programs, I advocate a substantial increase in what
we spend on primary and secondary education. Imple-
menting such an increase in a democracy requires con-
vincing citizens to tax themselves at a higher rate, and this
observation is enough to end the discussion among polit-
ical sophisticates. The basis for a cautious optimism is the
expressed belief, by the vast majority of American citi-
zens, in policies that guarantee equal opportunity. The
salient question is what equal opportunity requires.

I would like briefly to articulate the view that equaliz-
ing opportunity means leveling the playing field. Let us
be specific here, and ask what would be required to equal-
ize opportunity for future earning capacity among the na-
tion’s children. What are the troughs and mounds in the
playing field that, at present, inhibit the equalization of
that kind of opportunity? I say they are the circumstances,
beyond the control of individual children, that either give
them a head start, or restrain them, in the process of
preparing themselves to be productive adults. Among
these, the most important is the socio-economic status of
the family. Children from low SES families acquire, on av-
erage, lower adult earning capacity than children from
high SES families. It is important to note that I do not deny
that, within the cohort of children from families of a given
socio-economic status, there will be a large range of adult
earning capacities acquired, and this is because there are
other circumstances than SES that are important; and in
addition to circumstances, there is effort—which I take to
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be hard work exercised in virtue of autonomous voli-
tion—that is differentially applied among any group of
people with roughly equal sets of circumstances.

An equal-opportunity-for-adult-earning-capacities pol-
icy should, I claim, compensate those in unfortunate cir-
cumstances with additional resources, so that their distri-
bution of acquired earning capacities is as similar as
possible to the distribution of acquired earning capacities
of those in more advantageous circumstances. Equal op-
portunity for adult earning capacity will have been
achieved when expected adult earnings depend only on
one’s effort, not on one’s circumstances.

Concretely, what would such a policy mean in regard to
public education? It would mean spending a good deal
more on the education of children from disadvantageous
circumstances than on children from advantaged back-
grounds. Contrary to one popular view, it would not mean
equal educational expenditures on all children—although
that equal resource allocation would be an improvement
over what we have now in the United States, in most
places.

The skeptic should, at this point, march out the median
voter to prove the utopian essence of my proposal. Why
should the median voter agree to this kind of compen-
satory educational spending and, moreover, to an increase
in the aggregate education budget, less reluctantly than
she would agree to lower her real wage in order to in-
crease the labor-force participation rate of low-skill work-
ers, in the model I discussed earlier? I certainly cannot
confidently respond that she would, but I do think there
is a basis for some hope, due to the commitment, among
Americans to equal opportunity. I am proposing a plausi-
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ble interpretation of that concept, which, if generally ac-
cepted, would induce citizens to advocate the kind of
public policy, in respect of educational finance, that I have
described. A first step is to win over our social scientists
and philosophers to advocate this view—hence, these
words.

Appendix

In the model of the comment, it is assumed that the pro-
duction function is
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y 5 a (gLr

1 1 (1 2 g)Lr

2)1/r

where L1 is low-skill labor and L2 is high-skill labor. Frac-
tion s of workers are high-skill, and fraction b are low-
skill, where s 1 b 5 1. Let l be the employment rate of
low-skill workers, let p be the fraction of low-skill wage
that is subsidized by the government, and let w1(w2) be the
low-skill (high-skill) wage. Let b be the welfare benefit
paid to each unemployed low-skill worker, and let F be
the C.D.F. of the “child-care costs” of low-skill workers,
defined on a support [0,a]. Then an equilibrium at tax rate
t and subsidy rate p is a vector (w1,w2,l,b,d*) satisfying the
following five equations:
The utility function of an unskilled worker is given by:

s 12r
rag(g 1 (1 2 g)( )r) 5 (1 2 p)w1 (1)

lb

s 12r
r

s
a(1 2 g)(g 2 (1 2g)( )r) ( )r21 5 w2 (2)

lb lb

tsv2 1 tlbw1 5 b(1 2 l)b 1 pw1lb (3)



The utility function of an unskilled worker is given by:

post-tax income 2 d, if working

welfare benefit b, if not working,

where d is her child-care cost.
Equations (1) and (2) come from profit maximization

and clearing of the two labor markets; equation (3) is the
balanced-budget equation; equation (4) says that em-
ployed low-skill workers are precisely those whose child-
care costs are less than d*, and equation (5) says d* is the
excess of the post-tax low-skill wage over the welfare 
benefit.

I chose b 5 0.4, s 5 0.6, g 5 0.15, and r 5 0.33, and then
computed a 5 71, to generate GNP per capita at full em-
ployment of 40. Thus the elasticity of substitution is
1/(12r) 5 1.5. I chose F to be the uniform distribution on
the interval [0, 20].

The gini coefficient is computed for the discrete income
distribution with three income levels of b, (1 2 t)w1, and
(1 2 t)w2 for the three classes. Tables 1, 2, and 3 report var-
ious equilibria for p 5 0, 0.15, and 0.30, respectively.
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✣ C O M M E N T ✣

G E R T R U D E  H I M M E L FA R B

✣

If Professor Solow’s colleagues find the theme of his
lecture, economics and human values, oxymoronic, it can
only be because they have strayed so far from their roots.
Adam Smith, they might recall, held the chair not of Po-
litical Economy but of Moral Philosophy, and established
his reputation, long before The Wealth of Nations, with The
Theory of Moral Sentiments; indeed, his last work before his
death was the preparation of the sixth edition of Moral
Sentiments. And when Smith’s friend Edmund Burke
made that famous statement, “The age of chivalry is gone,
that of sophisters, economists, and calculators has suc-
ceeded,” it was because he was beginning to see the rise
of a new economics that was not in the humanistic tradi-
tion of Smith.

More than a century later, the economist Alfred Mar-
shall returned to that earlier tradition. As if in direct refu-
tation of Burke, he declared, “The age of chivalry is not
over.” In an essay “The Social Possibilities of Economic
Chivalry,” he described the “latent chivalry” in business.
Just as medieval chivalry had mitigated the horrors of
warfare, so economic chivalry would mitigate the ex-
cesses of commercial competition. As medieval chivalry
had elicited an unselfish loyalty to prince and kingdom,
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so economic chivalry would cultivate a spirit of public ser-
vice. And as medieval chivalry put a knight’s courage and
endurance to the test, so economic chivalry would induce
an entrepreneur to take “a delight in doing noble and dif-
ficult things because they are noble and difficult.”

Marshall’s “chivalry” resembles Solow’s “altruism,”
one of the “building blocks” of the welfare system. In-
deed, all of Solow’s building blocks are preeminently Vic-
torian. Solow finds in the late Roman empire premoni-
tions of the modern welfare state. But the Victorians, even
more than the ancient Romans whom he cites, have much
to teach us about the relationship of economics to human
values—not, however, as a precedent for the welfare state
but as an alternative to it.

The first of these building blocks, “a real, but limited,
supply of altruism,” perfectly describes late-Victorian
England, which witnessed an unprecedented surge of
philanthropic activities. It was “real” altruism—the only
effective kind of altruism, the Victorians insisted—be-
cause it was not checkbook charity but depended upon
the personal involvement of the benefactors, a giving of
themselves as well as of their money. And it was “lim-
ited,” in the sense that it was not “indiscriminate”: char-
ity was to be given to those who could benefit from it and
in such forms as would be most beneficial to them.

Another of Solow’s building blocks, “the internalized
social norm that values self-reliance,” is more familiarly
known as the Puritan ethic, which the Victorians, even
more perhaps than the Puritans, valued so highly. It is also
known as the work ethic, an ethic that makes a virtue of
all those qualities associated with work: responsibility,
temperance, prudence, self-discipline, and, above all, self-
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reliance—or, as the Victorians put it, “independence.” (A
common term for the working classes, the laboring poor,
was the “independent poor.”)

It is only in the last few decades that we in the United
States have started to worry about the “culture of depen-
dency,” a culture in which welfare replaces work as the
normal, acceptable way of life, not for individuals alone
but for entire communities and successive generations.
The Victorians worried about it all the time, and made it
a prime goal of social policy to deter such dependency by
encouraging individuals to internalize those virtues that
promoted independence, thus enabling them to police
themselves, as it were. This was a prime tenet of Victorian
liberalism: the more effective the internal exercise of
morality, the less need there would be for the external, co-
ercive instruments of the state.

But the Victorians, even the most liberal and laissez-
faire of them, did not presume to do without the state en-
tirely. Which brings us to the third of Solow’s building
blocks: a welfare system intended to serve the class
“whose earning power is at best inadequate to support a
minimally respectable standard of life.” Here too, Victo-
rian England has much to tell us, for its system of wel-
fare—not a welfare state but relief in the context of a lib-
eral state—went through a period of crisis and reform not
unlike that which we are now experiencing.

England has always had, alongside its flourishing sys-
tem of private charities, a long and well-established sys-
tem of public relief. The English poor laws, dating back to
Elizabethan times, gave England the distinction of being
the first country to establish a compulsory, secular, na-
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tional (although locally administered) system of relief. At
different times and in different localities, that system ex-
panded or contracted, depending upon economic circum-
stances and the social temper.

The late eighteenth and early nineteenth centuries were
a period of expansion, largely as the result of a new pol-
icy known as the Speenhamland System, which provided
relief not only to the indigent (“paupers,” as they were
known) but to farm laborers whose earnings fell below a
minimal standard determined by the price of bread and
the size of the family. That provision (a family allowance,
in effect) led to a vast increase in the number of those re-
ceiving relief, a substantial rise in the poor rates (the taxes
levied to pay for that relief), serious dislocations in the
economy (a decline of the yeomanry, a fall in productiv-
ity, higher food prices, and so on), all of which had ripple
effects throughout the industrial as well as agricultural
sector. But what troubled contemporaries most was the ef-
fect on the poor themselves—the “pauperization” and
“demoralization” not only of the pauper class but of those
of the laboring poor who were reduced to the psycholog-
ical and social status of paupers.

In 1834 a royal commission appointed to inquire into
the poor laws produced a remarkably shrewd and so-
phisticated report. The problem, it said, was “the mis-
chievous ambiguity of the word poor”—the blurring of the
distinction between pauper and poor, between the indi-
gent and the independent laboring poor. And it proposed
to eliminate that ambiguity not by abolishing the poor
laws, as Malthus and others suggested, but by reforming
them. Those historians who see the report, and the New
Poor Law inspired by it, as simply regressive or reac-
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tionary ignore the basic feature of the reform: the perpet-
uation of the institution of poor relief and the reaffirma-
tion of the right to relief.

Indeed, one class of paupers was unaffected by the re-
form. The “impotent” (the aged and infirm, orphans and
widows with young children) would continue to receive
“outdoor relief” (the dole) or, if they were homeless,
would be cared for in poorhouses. It was the “able-
bodied” who were regarded as the problem, and it was for
them that the reform was intended. They too would re-
ceive relief (anything else, the report said, would be “re-
pugnant to the common sentiments of mankind”), but
they would do so in accord with the principle of “less eli-
gibility”: The requirement that their living conditions be
less “eligible” (that is, less desirable or favorable) than
those of the independent laborer. And less eligibility
meant, among other things, that the able-bodied should
get relief only within the workhouse.

The workhouse was not a new institution; it was as old
as the poor laws themselves. What was new was the use
of the workhouse to implement the principle of less eligi-
bility by preserving the distinction between the able-
bodied pauper and the independent laborer, so that the
latter would not be tempted into a state of pauperism. In
fact, the New Poor Law of 1834 was less rigorous in its
provisions, and even less so in its implementation, than
the report. Many parishes continued to provide outdoor
relief for the able-bodied, and the conditions in the new
workhouses were often better than those of some laborers
eking out a bare subsistence in their cottages. But the idea
of the workhouse became the symbol and stigma of pau-
perism, and in this sense the ultimate deterrent to pau-
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perism. For the able-bodied pauper it was a powerful in-
ducement to find work. And for the laborer it was a pow-
erful inducement to remain independent.

The reformers were entirely conscious of what they
were doing. They wanted to encourage independence and
discourage dependency, for economic reasons (to reduce
the burden of taxation, create a productive labor force,
and further economic growth) and for social and moral
reasons: to prevent the pauperization and demoralization
of the poor and to promote those virtues that would make
them free, responsible citizens. In this respect the reform-
ers were not only avowedly moralistic; they were also em-
inently democratic. The virtues they hoped to instil in the
poor were those they valued for themselves and their own
families. And they gave the poor credit for being willing
and able to sustain those virtues.

In recent decades, we have witnessed a deliberate, con-
scious effort to create a system of welfare (no longer called
relief) that is “value-free,” that eschews all moral distinc-
tions and judgments by providing welfare as a matter of
right, with no sanctions and no stigma attached to it. (And
no principle of less eligibility, so that the working poor
sometimes find themselves in a less advantageous posi-
tion than those on welfare.) We have done this for the most
commendable motives. We thought that we were “moral-
izing” the recipients of relief, assuring them the moral sta-
tus of all citizens. Instead we are now discovering that we
have all too often “demoralized” them—in both senses of
that word: lowered their morale and weakened their
moral will.

The current welfare reform is one step toward reversing
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this process. In devolving welfare to the states, the na-
tional government, while continuing to fund welfare, no
longer does so as a legal entitlement. And the states, by at-
taching conditions to welfare—work provisions, or time
limits, or the denial of allowances for additional children
born out of wedlock, or the requirement that teenage sin-
gle mothers live with their parents—are sending impor-
tant moral messages to the poor and to society at large.
These are not the Victorian sanctions, to be sure; in this re-
spect, as in so many others, we have left the Victorians
well behind us. But in the current culture, in our time and
place, they are sanctions nonetheless.

It is interesting to read interviews with mothers on wel-
fare (Solow quotes from some of them) who, even before
the new reforms were implemented, have begun to antic-
ipate them, going off the relief rolls of their own accord, in
some cases preferring to work even when they are left
with a net income lower than that which they would have
received from welfare. They speak of the pride, the satis-
faction, the sense of worthiness they get from working
and being self-supporting. In effect, they are beginning 
to internalize those social norms that are reflected in the
new law.

After years of trying to divorce social policy from
morality, we are discovering that the two are intimately
related, that there is no such thing as “value-free” policies.
All policies are value-ridden, the difference being in the
values they promote. We are also discovering that the cur-
rent system of welfare is not a purely economic problem—
perhaps not primarily an economic problem. We are a rich
country and a compassionate country. We can afford to
sustain a large welfare population if we think it necessary
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and desirable. What we cannot afford is a large demoral-
ized population, a population that exhibits the social
pathology associated with chronic dependency.

In the new era we are entering, legislators and policy
makers—even economists—will be obliged to be moral-
ists as well. Solow tells us that “a concern for human val-
ues cannot do without economics.” That is quite true. But
it is also true that a concern for economics cannot do with-
out human values. And a concern for the poor, a gen-
uinely compassionate concern, can no longer tolerate a
system of welfare that consigns them to a culture of de-
pendency and degrades those it professes to help. The
challenge to economists is not to create a system of “work-
fare” that is yet another mode of welfare, but to provide
incentives—economic and moral—that will revive the
work ethic and stimulate the spirit of independence.
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✣ R E S P O N S E  T O C O M M E N T S ✣

R O B E R T M . S O L O W

✣

It is a pleasure to thank my four commentators for
their courtesy and, even more, for the relevance and seri-
ousness of their thoughts. It is all too easy, in these cir-
cumstances, to ignore what the benighted lecturer has
said and pursue one’s own, much more interesting, ideas.
My colleagues have resisted the temptation. I think it will
make for clarity if I return the favor and reply to each of
them in turn, instead of trying to restate my arguments in
a way that takes account of theirs.

Anthony Lewis and I are pretty clearly on the same gen-
eral wavelength (which comes as no surprise to either of
us). He is probably right to suggest that what I called al-
truism may often contain a large dose of enlightened self-
interest, in the special form of a wish not to live in the sort
of society that forces the well-off to face, physically, the ex-
istence of extreme and unnecessary poverty. There may
even be a little bit of guilt mixed into those complicated
attitudes.

But then one has to answer precisely the question he
raises. Why did those attitudes change in the 1980s and
1990s? Did Americans just run out of altruism, or enlight-
ened self-interest, or guilt? I think it is over-simple to sug-
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gest that the prosperity of the past fifty years has turned
us into Social Darwinists. It could have gone the other
way; one might just as plausibly have expected that as-
sured prosperity would lead to a more generous altruism.
What biased the actual outcome in the other direction? It
is possible that the welfare state, as it actually developed,
undermined self-reliance enough to undermine itself.

At the start I want to agree that Mr. Lewis is right to em-
phasize the vast importance of race and racism in the ar-
gument about welfare. It is much easier to feel comfort-
able, not to say righteous, about having the poor always
with us if they are different. Attitudes would certainly be
modified if the standard image of a welfare recipient were
an uneducated white mother, although the case of the
Canadians suggests that the modification would not be
complete. I hinted at the race factor, of course, but I left it
tangential for the pedestrian reason that it led away from
the labor-market implications that I felt more competent
to discuss. There may be something here that explains the
change of heart in the 1990s.

To come back to Mr. Lewis’s questions about the sort of
society “we” want, perhaps I should have followed up a
more general line of thought. I mentioned that the natural
setting for a “theory” of welfare is a society in which there
is a bulky lower tail of people with miserably low earning
capacity. It is intrinsically difficult for a “pure” market
economy to deal with that situation without offending de-
mocratic ideals. It can segregate the poor out of sight—
physically or morally—or it can remediate at great ex-
pense, if it knows how, or it can subsidize. Then we are
back to work and welfare.
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At the beginning of my first lecture I made some teasing
remarks about the trained incapacity of my professional
colleagues to get mixed up with moral issues. Professor
Himmelfarb quite properly embroiders on those remarks.
I am amused at my own reaction to her comments; I feel
the urge to defend my colleagues, a little. Most econo-
mists, at least those who know anything about the history
of their subject, know that Adam Smith was the author of
The Theory of Moral Sentiments. They are just a lot more in-
terested in the Adam Smith who had the insight that the
market mechanism could create order, and efficient order,
out of the uncoordinated actions of greedy people. That
was a remarkable thought, but it left a whole lot of work
for sophisters, economists, and calculators to do. It took a
century (Walras, Pareto) to get a logically coherent picture
of how a complete system of competitive markets func-
tions, and a century more (Arrow, Debreu, many others)
to get a rigorous understanding of the limited reach of the
Invisible Hand. We are still trying to understand the im-
plications when some markets (like those for future goods
and for some forms of insurance) are just absent. There is
a lot to be said for the kind of rigor in those matters that
Adam Smith could never have achieved (though I still
think a little more attention to human values would help).
Without it, inexpert people utter a lot of nonsense about
the “market economy.”

Alfred Marshall was a great economist and, like a good
Victorian, happy to moralize. Elsewhere I have quoted at
length his comments on the propensity of workers to seek
and employers to offer fairness in wage determination.
On that subject I think he had interesting and, even now,
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useful things to say. The passage on economic chivalry,
however, seems to me to border on the fatuous. Here Pro-
fessor Himmelfarb forgets Smith’s tart comment that mer-
chants rarely gather to discuss the common good without
ending in a conspiracy against the public. Entrepreneurs
have complex motives, just like other people; but the very
competition that drives the Invisible Hand gives them lit-
tle leeway for acts of chivalry.

Professor Himmelfarb provides a knowledgeable and
sympathetic picture of the Victorians’ approach to social
policy. I can not question her characterization of the na-
ture and intent of the Victorians’ attitude toward the relief
of poverty. There are two aspects of it, however, that leave
me puzzled about the implications to be drawn, especially
since Professor Himmelfarb seems generally to approve
of the Victorian cast of mind, and to wish that our own
were more like it.

The first question is: what did they contemplate for
those hard-working “independent” souls who could not
find jobs, through no fault of their own, or whose earning
power was so low as to leave them and their children in
abject, stultifying poverty? If the answer is that they were
to be left to private charity, then I have to say that I much
prefer some collective provision. I cannot see that taking
alms from the well-off is any less damaging to “indepen-
dence” than is a wage supplement from the state, or even
the dole. If anything, I would guess that the psychological-
sociological balance favors the state. Servility and grati-
tude toward one’s “betters” is not my idea of propriety in
a democracy. A citizen’s right, even if sometimes abused,
is better. A claim on private charity can also be abused, by
both parties.
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Second, does Professor Himmelfarb really approve of
the idea of stigmatizing and oppressing paupers whose
destitution arises from disability, superannuation, or
mental inadequacy, and is thus not of their own making?
She seems to say that the cultivation of this sort of distaste
is necessary to make pauper status unattractive to low-
wage workers who could otherwise simulate eligibility
for outdoor relief—alas, you can not make an omelet with-
out breaking eggs. That sort of response strikes me as far
too harsh to stand as a valid solution. It seems ugly in the
Victorians. It might be even worse in us both because we
are richer and because it would give more scope to the
racism that is often, as Mr. Lewis observed, just below (or
just above) the surface of our politics. (There were some
highly placed Victorians, including some economists,
who were prepared to let the Irish starve during the
Famine, for their own moral good. Would they have felt
quite the same way if the hungry had been Protestant En-
glishmen?) As I hope I have made clear, I think that one
must take seriously the possibility that reliance on welfare
may erode some moral virtues. But the equanimity, not to
say the enthusiasm, with which the Gingriches of the
world propose to sacrifice children in order to punish
their mothers seems way out of proportion.

Professor Loury makes a very important point that I
want to acknowledge and endorse. I argued that the suc-
cessful transformation of welfare into work would require
a deliberate, sustained, and costly effort to create an ade-
quate number of the sorts of jobs that potential welfare re-
cipients could get and hold. Professor Loury says that I
understate the problem because, if that could be accom-
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plished, there would be no excuse for excluding other
hard-to-employ workers, mostly male, from the same
treatment. That strikes me as quite right and significant.
My focus was on the narrower issue of the reform of
AFDC, and I overlooked the broader implication, which
only strengthens the basic argument.

It does not bother me that the net value of the contribu-
tion of these marginal workers is likely to be small or even
negative. In the first place, if the alternative is welfare then
the costs of support would be paid out anyway and
should not be subtracted from the gross value of the work
done. In the second place, I think that the participants pre-
fer work to welfare, feel better about themselves when
they are working, and that preference should be re-
spected. It comes from living in a culture in which self-
respect as well as the respect of others is often associated
with a job. Even rich people often pretend to work.

Of course any new system will have to be administered
with care and humanity. I do not think I neglected the
need to pay special attention to the lives of children, but I
am glad to have Professor Loury add his voice. I think he
is unfair to David Ellwood, however. The very notion of
“working hard and playing by the rules” must automati-
cally be interpreted to include the modifier “to the extent
one can.” It only takes a little bit of humanity to recognize
disability when one sees it. Yes, there is sometimes a fine
line between disability and malingering, but that problem
is not limited to poor people. If Professor Loury thinks
that any institutional repair job, workfare or other, leads
inevitably to distinctions about “good” and “bad” poor
people, then I disagree with him about the facts. About the
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principles, his quarrel is with Professor Himmelfarb, not
with me, because I do not disagree.

Finally I come to the hard problem that is Professor
Loury’s main message. He thinks that the moral and so-
cial pathology of the urban ghetto has taken on a life of its
own. I do not need to repeat the details, because he has
stated them eloquently. In his view, the notion that any
sort of jobs program will reverse this sort of anomie is ei-
ther a naive error or a stale social-democratic slogan. All
this talk about work is at best a diversion. Somehow we
will have to transform the moral life of the ghetto directly.
He wonders if I will disagree with him.

The one-word answer is No, but one word is not nearly
enough. Habits of thought and affect and behavior, how-
ever they arise, can certainly acquire a stubborn auton-
omy. Changing those habits is a very complicated matter.
But I do not think that I ever suggested that the mere pro-
vision of employment opportunities would be a sufficient
solution at this stage of the game. From this point of view
it does not matter if a failure of employment opportuni-
ties had been the precipitating cause of the disintegration
of the ghetto. But I hope I suggested—because I believe
it—that “in our culture” attachment to a respectable job is
a necessary part of any solution to the problem of the
“truly disadvantaged.” In a society that values self-
reliance and attaches personal identity in large part to
what one “does,” direct appeals for moral regeneration
are unlikely to have much effect unless they come with an
opportunity to live the sort of life that the society regards
as worthy of respect. And a little purchasing power will
do no harm either. So the availability of jobs is absolutely

R E S P O N S E  T O  C O M M E N T S

9 1



essential. The content of my two lectures reflects the fact
that I came to them from the side of welfare reform. The
relation to the much broader issue is as I have just stated.
Perhaps I should add that I think Professor Loury is right
when he insists that the approach from the welfare side
risks leaving out of account the lives of young ghetto
males. That was not on my agenda, but it had better be on
someone’s agenda.

Professor Loury hints at a chicken-egg problem. He
says that it will do no good to offer jobs to people who
have become unfit for work. I say that it will do no good
to tell the same people that they should become fit for
work when there are no jobs to be had. Both of those as-
sertions can be correct, exactly as with the original
chicken-and-egg. But that only implies the need for a com-
bined strategy; and that only reinforces my conclusion
that we have not yet demonstrated any real intention to
attack the problem.

Imagine that you were a native speaker of Old Norse on
temporary assignment in central New Jersey. All of a sud-
den, across a crowded room, you hear the unmistakable
accents of someone speaking Old Norse. It sounds beau-
tiful. That is how I feel about Professor Roemer’s inter-
vention. He is speaking my language, doing what I do in
real life. A careful reader will understand the usefulness
of a simple model. With only a little data, it can give you
an idea of which aspects of the underlying situation mat-
ter a lot for the end result; it can even draw your attention
to things you might overlook, like the need for some al-
truism on the part of the median voter. It is like looking at
a map of an area you have only walked through.
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Professor Roemer’s model picks out one of the difficul-
ties that I emphasized about simple-minded welfare re-
form. He focuses on the likelihood that compulsory work-
fare will worsen the situation of the working poor. He
does not allow for the other problem, that many welfare
recipients will not be able to land jobs at all. His labor mar-
ket clears. I think he works on the more interesting part of
the story.

It is perhaps not surprising that his work confirms some
of the things that I said in the second lecture. He is mak-
ing explicit the sort of reasoning that lies implicitly behind
my remarks. But he also makes clear some things that I
had not thought about. For instance, it may matter quite
a lot exactly how good a substitute unskilled labor is for
skilled labor in the process of production. One could vary
that parameter in his model and keep track of the corre-
sponding change in the results. The same goes for varia-
tions in the frequency distribution of “child-care costs” in
the model. As he says, the cost of child care is not the only
deterrent to low-wage work; he makes it stand for all of
them, and it would be worth thinking more carefully
about some of the others. In both the instances I have men-
tioned, it is not hard to figure out the rough qualitative
character of the answers. The explicit model can help one
distinguish the important factors from the unimportant.

A model like this also raises questions that might be an-
swered by a successor model. For example, it would be in-
teresting to extend the Roemer model to one with three or
four skill levels, to see how quickly the wage-depressant
effect of workfare evaporates as one goes up the skill
ladder.

At the end of his comments, Professor Roemer turns to
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equality of opportunity and the urgent need to improve
the marketable skills of disadvantaged potential workers.
He has a very carefully worked-out definition of equal op-
portunity. He does not elaborate on this in his comment,
so I will just take it for granted. The implication is that
genuine equality of opportunity would entail compen-
satory—additional—educational expenditure on the chil-
dren of low-status families. Slum schools should get more
resources than the school on the hill. Merely to say that is
to understand how difficult it would be to achieve, and
Professor Roemer is no naive optimist. It is interesting 
that extra expenditure has sometimes been achievable 
for children with physical disabilities. Apparently socio-
economic disabilities do not count. A first step might be to
convince voters that they should count, that they are quite
real. That might be easier than starting with an abstract
question like alternative interpretations of equality of op-
portunity.

However that might be, I do not see how anyone could
quarrel with the substance of Professor Roemer’s recom-
mendation that a long-run solution be sought in improv-
ing the primary and secondary education available to
poor children. Which brings me back almost to where I
began this response. A market economy has a hard time
dealing humanely with a very wide inequality of earning
capacities. Promoting some more humaneness is one pos-
sible remedy; reducing the initial inequality of acquired
skills is another. That will take a little humaneness, too.
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