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Recent cuthacks in social programs have touched off a sharp and far-reaching reappraisal of the modern
welfare state. Critics accuse the current Administration and those who agree with its tax and budget
initiatives of abandoning America’s commitment to equality and social justice. But many others point to

the failures of previous palicies and challenge the idea that a just saciety can be achieved through in-
come redistribution programs.

The Manhattan Institute invited several policy analysts to grapple with these issues at a Forum on
“Social Justice and the Federal Budget.” The participants were Charles Murray, Senior Research Fellow
at the Heritage Foundation and the author of Safety Nets and the Truly Needy: Nathan Glazer, Professor
of Education and Scciology at Harvard University, co-editor of The Public interest, and the author of Af-
firmative Discrimination; Michael | Horowitz, Counsel to the Director, Office of Management and
Budget; Leslie Lenkowsky, the Research Director of a private foundation; and George Gilder, the Pro-
gram Director of the Manhattan Institute. Ken Auletta, New York Daily News columnist and the author
of The Underclass, chaired the panel.

In conjunction with this Forum the Manhaitan Institute also arranged a provocative debate be-
tween Michael Meyers, Assistant Director of the NAACE and Michael Levin, Philosophy Professor at City
University of New York, on “justice vs. Social Justice.” The edited transcript of this debate and of the
Forum capture many crosscurrents of current social thought.




Social Justice and the Federal Budget

Ken Auletta— Do the policies of the Reagan Ad-
ministration help or retard the poor? Do they
advance or reduce the opportunities for social
justice in America? Fach of the speakers will ad-
dress these questions. At the end of the five pre-
sentations, | may have a few guestions for amplifi-
cation, and then we’ll get right out to the audience
as quickly as we can. Leslie Lenkowsky has long
been concerned with social welfare policy, par-
ticularty when he worked with Daniel Patrick
Moynihan.

Lestie Lenkowsky—My remarks will appear later
this summer in Commentary.*

Early in 1981 the Reagan Administration seems
to have begun a war. it was not an old-fashioned
shooting wat but rather one of economics, and
the adversary was not a foreign power but the
poor, “What has Ronald Reagan declared war
on?” asked The New York Times in March. "The
philosophy of sacial justice this country has evolved
over the last fifty years,” it answered. “The New
York Times is right,” Henry Fairlie told his British
readers. “The program is a declaration of war and
what it is saying but does not say is that the war so
declared is a class war”

A year later Newsweek emblazoned its cover
with a waif's picture and the legend “Reagan’s
America: The Poor Get Poorer” While television
brought battle scenes into the living room, social
scientists produced grim statistics recounting the
war's toll and one of its chief strategists, caught off
guard, confessed to culting the rations of the poor
to a trickle. If, as it approached its midpoint, the
Reagan Administration lacked a clear foreign
policy and seemed confused in other areas as
well, no one who had even casually followed the
news could have doubted what it was doing
domestically —dismantling the American version
of the welfare state.

*
© Commentary, 1982, All rights reserved.

The President, of course, denies this, and he
now has support, of sorts, from a most unlikely
source—the left wing social scientists Frances
Fox Piven and Richard A. Cloward.

in their recently published book, The New
Class War, they agree that the Reagan Ad-
rministration is making an effort to trim poverty
programs in order to fatten business profits but
argue that it is doomed to fail. The reason is that
the welfare state serves too many people for it to
be undone by what they call “men of property.”
Indeed, Piven and Cloward believe that the
Reagan Administration’s assault will disprove
their own previous theories about the ability of
capitalists to assure a supply of cheap labor by
expanding or contracting welfare benefits, “Our
earlier work,” they write, “represents a better
characterization of the past than a prediction of
the future.” Whatever the President and his big
business allies may intend, they will not succeed
in repealing the social legislation of the last fifty
years.

On the face of it, this would seem to be a
hopelessly sanguine outlook, even for neo-
Marxists, Piven and Cloward themselves report
that the brunt of the Reagan Administration’s first
year budget cuts fell on programs that aid the
poor-such as public assistance, food stamps, and
Medicaid. The second year proposals called for
more of the sarme. When the effects of the tax cuts
are considered along with the benefit reductions,
the President appeared to be playing Robin Hood
in reverse, taking from those with low incomes
and giving to those with high. Allthis, moreover, is
on top of an economic policy that has lifted
unemployment to a post-War record.

Despite these developments, the welfare
state is far from through, Even after the Reagan Ad-
ministration’s cutbacks, the number of people
receiving Aid to Families with Dependent
Children (AFDC) {the main public-assistance pro-
gram) will still amount, according to the Congres-
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“Saocial wellare expenditures do not explain reductions

sional Budget Office (CBO), to 10.7 million in
1983, down from 11.1 million in 1981. Food
stamps, Medicaid, and other entittement pro-
grams will continue 1o serve nearly 80 percent of
their pre-Reagan caseloads. Another CBO study
concluded that benefit reductions averaged less
than 3 percent of income for households earning
below $10,000 per year. if savings from tax cuts
were taken into account, the net loss would falf
below 2 percent and virtually vanish by 1985, By
comparison, the net gain to households with
more than $80,000 per year averages a mere 4,5
percent, all of which results from jower taxes.

Furthermore, the Reagan Administration’s
vaunted class war leaves the most extensive part
of the welfare state—the social insurance pro-
grams, such as Social Security, unemployment
compensation, and Medicare—virtually un-
touched. To he sure, since lack of income is hot a
condition of eligibitity, much of their clientele is
middle class. But much aid goes to the poor as
well, and nothing the President and his allies have
done changes that fact.

As Piven and Cloward suggest, one reason for
this outcome is the sheer scope of American social
programs. Even compared to European programs,
these radical critics now write, welfare benefits in
the United States “are anything but insignificant;
they are a force of indisputable importance in the
American political economy.” Just as the Reagan
Administration was supposedly declaring its war
on the poor, the Census Bureau issued a report
showing that one in three American households
received some form of non-cash henefit from the
federal government. Millions obtaired only cash,
More recently the New York City Human Resources
Administration found that 1.4 million people—
about 20 percent of the city's population—de-
pend on at least one income support program,
not including those who use Social Security or
Medicare. Such figures may measure the need for
budgetary pruning, but they also indicate its
political difficulty.

Another reason for skepticism about an al-
leged dismantling of the welfare state is the inabil-
ity of the Reagan Administration to present a con-
vincing rationale for cutting social programs—
other than a general desire to trim the size of
government. Piven and Cloward, of course, do
read into this general desire a sinister consistency,
They believe the President’s efforts grow out of a
coherent theory of human nature—namely, that
while the affluent respond to rewards, working
people respond only to punishment, such as the
economic insecurity that will result from the
reductions of income support programs, Until the
New Deal, Piven and Cloward allege, this was the
reigning view, legitimizing harsh treatment when
labor was scarce and generosity when it was not.
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in the number of poor, whereas changes
in GNP do.”~Charles Murray
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Ken Auletta, Nathan Glazer

But since then, and especially since the Great
Society, democracy has made inroads on capita-
lism, and government aid to the poor has ac.
quired a legitimacy of its own. The record of the
Reagan Administration will show whether they
are correct.

Be that as it may, much of what the welfare
state does is not greatly affected by the condition
of the economy. The number of aged receiving
Social Security and the number of sick on Medi-
care will not much change, even ifthe Administra.
tion’s most optimistic forecasts are realized. Full
employment would still feave numerous peopie
collecting unemployment insurance, Despite
generally declining benefits, even the public assis-
tance rolls showed a disspiriting constancy during
the economic ups and downs of the last decade.
The welfare state was established to deal not just
with financing hardship but with the other perils
of life as well. Prosperity might alleviate some of
them, but even if “trickle down” succeeded, the
need for a substantial sociat policy would remain.

Other rationales for cutting back offered by
the Administration also leave much to be desired.,
Reducing waste, fraud, and abuse is an unobjec-
tionable goal. But it aveoids asking if an honest and
efficient program available only for the truly
needy is still worthwhile, Few who understand the
social disaster created by AFDC will be excited by
reforms which, even if compietely successful, will
reduce caseloads only 5 or 10 percent. The same
prablem also arises, given the Reagan Administra-
tion’s aim of maintaining a safety net beneath
which, as Churchill once said, none need fall.
Such a goal implies nothing about which pro-
grams should be preserved and at what levels.
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without further guidance, the President’s choices
will continue to seem arbitrary and motivated
more by budgetary than by social concerns. In
any case, the promise of a soft landing for any or
even all Americans hardly seems a rollback of the
welfare state,

The New Federalism, to be sure, would have
state and city governments decide social policy
priorities. But will fifty or more mini-versions of
Washington, D.C. perform any better than a
single large one? The states and cities seem none
too eager to assume greater responsibilities, and
actually, focal control may be only slightly
enhanced if the New Federalism becomes reality.
The Reagan Administration is no less hesitant than
its predecessors to attach strings to federally-
aided, state-run welfare programs. Moreover, if
Medicaid is shifred to Washington, manhy more
programs must be refinquished to the states if a
balance is to be preserved.

Finally, the supposediy bright new idea of this
Administration, private sector initiatives, is not
new at all to anyone familiar with the history of
social policy. Many of the most impottant pro-
grams—unemployment inswance and old age
pensions, for example—began under private aus-
pices, Others, like health insurance and job train-
ing, still are. Whether these and other activities
can be accomplished better if government’s role is
diminished is worth exploring, not least to con-
front directly the accusation made by Piven and
Cloward and others that capitalism is inherently
inegalitarian and oppressive. However, if “private
sectar initiatives” becames merely a slogan to in-
duce others to pay for what the Federal govern-
ment no longer wishes to, it will serve little value.
George Gilder may believe that capitalists are
motivated by altruism, but one should not expect
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From left to right: Walter Goodman, Newsweek; Michael Kinsley, Harper's.

them to become social workers. Nor is it likely
that they can pick up the slack, as the Reagan Ad-
ministration now admits,

In summary, let me say that ten years ago
Nathan Glazer observed, in Commentary, that
there were really just two traditions in social policy.
The liberal, meliorist tradition sought to provide a
new program for every problem. The radicals
held out hope for no solution short of a total re-
construction of society. Conservative social policy
amounted to little more than the liberal version
done in a slower motion. Based on the first eigh-
teen months of the Reagan Administration, there
is no reason to reconsider his model. Despite
much activity, the President and his men have so
far failed to develop a distinctive approach to the
welfare state that could both guide their own ac-
tions and persuade others to go along with them.
tJntil and unless they do, this Administration’s on-
ly war will disappoint its friends and gratify its
critics.

Ken Auletta--Thank you, Les. 1 suspect we may
get a somewhat contrary viewpoint from Michael
Horowitz, who is Counsel to David Stockman at
the Office of Management and Budget.

Michael Horowitz—Llimited as Les thinks our
budget reductions in the past fiscal year to have
been, they are regarded within the political com-
munity, and among many Americans generally, as
cosmic. And after last year’s alleged draconian
cuts, it is said, in the name of fairness, in the name
of compassion, that we can’t cut anything further.
That is the heart of the present impasse in our
political system.

What are the facts? Just as Les mentioned, the
social welfare programs, particularly the Great
Society programs, are not only intact but growing.
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“Programs appearing to be ‘for the poor” tend, as if by an
invisible hand, to become middle class and

And growing, in some cases, at fairly substantial
rates. You would not suspect from reading
Newsweek, for example, that our 1983 nutrition
program budget—said to be so harsh that we're
beginning to see stories about starvation reap-
pearing in America-—provides for the subsidiza-
tion of one of every seven meals eaten in the
United States. Ninety-five million meals per day!

I could go on. We are prepared in our ‘83
budget to provide some $15,700 a year in outlays
for every couple above the age of sixty-five living
in the United States. Yet we are told by con-
gressmen and senators that the President's pro-
grams are so stingy that they don’t have much
chance of passage or even, in some cases, serious
consideration!

Let me address the issue of budgets and social
justice from a different, but, | think, a very Hlumi-
nating perspective.

When this Administration took office, we
confronted a level of programmatic bankruptcy
unparalfeled since the Roosevelt Administration.
Praductivity, the engine of economic growth, had
literally declined in the previous three years. The
significance of this single fact cannot be over-
emphasized. During the 1970s—the floodtide
years of social justice programs— productivity gains
were less than half of what they were in the less
compassionate  1960s. Median black family in-
come, which had increased more than 50 percent
in real dollar terms during the sixties, had literally
declined during the seventies. Double digit infla-
tion, not experienced since the aftermath of World
War |, savaged us all, but mostly the poor, The real
value of AFDC payments had declined by more
than 30 percent during the 1970s, as the self pro-
claimed tribunes of the poor continued to reap the
political benefit for meager increases in AFDC pay-
ments, all the while indifferent to the inflation
eroding their value. Or consider home ownership,
Between 1977 and 1980, by reason of inflation
alone~given the rise in the median price of homes
and in the median interest rate—the monthly pay-
ment on a thirty-year mortgage had gone from an
alreacly historically high $402 a month to $821 a
month. Home ownership is now increasingly be-
yond the means, but worse, beyond the dreams, of
millions of hard working Americans.

The larger problem, in my judgment, is a
phony, tragic link between social justice, properly
seen as opportunity for the poorest Americans—
and the income redistribution programs of the
Great Society. It is a phony link, because a robust
economy is absolutely fundamental to real oppor-
tunity, and we will get nowhere without it. And to
the degree budgetary problems caused by these
programs impede economic recovery or exacer-
bate our economic problems, there will be little
hope for true social justice,
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business subsidy programs ...”
—Michael Horowitz

But itis phony in another sense as well, which
speaks directly to les Lenkowsky's comments
about Piven and Cloward. The social programs of
the Great Society may be too deeply and broadly
coincident with powerful business and middle
class interests to be vuinerable to serious chal-
fenge. This would be the ultimate irony and
tragedy for the poor.

The reason for this seeming paradox is an
observation { now regard as virtually an iron law.
Programs appearing to be “for the poor” tend, as
if by an invisible hand, to become middle class
and business subsidy programs which have noth-
ing to do with the poor and actually interfere with
the government’s capacity and obligation to pro-
tect the poor,

Take a look at the current budget crisis. What
are we hung up about? Where are the crisis points
in the budget? When the chips are down, where
are peopie putting their priorities? In housing bail-
out programs to permit subsidized sales of $90,000
homes. In Social Security, a non-means tested,
pay-as-you-go income transfer program that is
overwhelmingly for the benefit of the middle
class. That's where the votes are. Well-meaning
tribunes of the poor justify their support of popu-
lar middle class subsidies because that is the price
they think must be paid to keep a kernel for the
poor. But this is not the case if one looks at our
proposals.

The budget reductions we have proposed
have two major characteristics, First, we have
sought to cut back on the universalization of
benefits programs. Student loans are a perfect ex-
ample where we are taking extracrdinary political
heat and not enough credit. Is not cutting back
student loans eligibility for children of parents
making $40,000 a year in order to preserve intact
student benefits for the poorest at the heart of
what social justice is about?

Second, we seek to move away from pro-
grams that purporiedly provide services rather
than cash—programs that by definition can only
operate through the medium of “public sector
vendors.” The Section 8 Housing Program is a
classic example; Medicaid another. And one can
go on and on down the list. We as an Administra-
tion have proposed cuts in synfuel programs, in
Rural Electrification Administration {REA) pro-
grams, in highway and airport subsidies, in farm
subsidy programs—all going to the heart of our
political constitutencies, in many cases, in order
to preserve intact core benefits for the poorest in
some of the safety net programs.

In summary, | would like first to emphasize
the importance for conservatives of seriousty chal-
lenging the status quo. For unless we do so there
wili be no real change. We will merely be called
upon occasionally to clean up the mess that the
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