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Private Charity or Welfare: Comparing Competing Systems
Americans have a strong tradition of caring for the less fortunate people in society. Throughout the history of the country, this tradition has been changed and modified to rely on the government to provide aid. Private organizations still provide much aid and are actually more efficient. It is not the duty of the government to be providing this aid. Since welfare is not as efficient and relies upon tax dollars, this paper will argue that the needy would have better care if it were left to private individuals and organizations. As Ruth Alexander argues, “[W]e can, and always have, cared for [the poor] at local levels where human distress could not be exploited for political purposes.”
 

Before the 1960s federal and private welfare were designed to be used only in emergency situations in order to help people back on their feet and then to let them provide for themselves. As the government got more involved, however each intervention led to another and it eventually got to the point where people viewed welfare as a right. This transferred the power from the people to the state. The state now has authority and the citizens are subjects to this ruler. “Constitutional government . . . exists to promote the general welfare, as enjoyed by the Founders of this Republic. It is government by law – not men – and rests on the greatest good to the greatest number.”
 

Private charity, in addition to being more efficient than federal welfare, is more personal. The quality of care is better because of direct human interaction. The incentives in welfare are flawed. Hard-working and successful people have their money taken away to help others. When people are at the bottom of the economic class, rather than working to reach the top, they lobby the government and use their resources so that wealth is redistributed to bring the people at the top down. It also provides little to no incentive to save money or work harder because there is a guarantee for government handouts. Of course, people have tragedies in their lives that cause them to rely on others, and this is where private institutions are able to help. 

Under capitalism, the incentive is to work in order to create wealth. Capitalism rewards success and punishes failure. As people work for success and create profitable businesses, it eventually drives out poverty and creates wealth. Of course, there is always a level of poverty. But the current level is much higher than that of other countries. 
Worldwide, 2.8 billion people live on less than two dollars and day and 1.2 billion live on less than one dollar a day.
 Even using different poverty levels for each country, people in the United States are much better off than the majority of people living in the world.
 The welfare system kills freedom by having money taken coercively from each citizen. The broad freedom and equality in the United States allowed Americans to use their resources to do good works in the community. The American state of the 20th century was a big government opposed to the limited government of our founding.

Gross draws a distinction between charity and philanthropy. He defines charity as the “contribution of time, talent, and treasure.”
 It is rooted in Judaism, Catholicism, and Protestantism. As immigrants came to the United States, each brought their religious beliefs and ideals which have become the morals of the majority of citizens. He says that charity is concrete and individual. Philanthropy is defined as taking “secular or religious forms. Either way, it aspires not so much to aid individuals as to reform society.”
 This paper will focus on charity because of the personal interaction without the agenda for society. 
The Roots of Charity


Charity is obviously rooted in religious practice. The history of charity shows that aspect as the Christian Puritans practiced a sense of community and care for one another. They believed God calls his servants to give to the church, which is giving to Him as well as to care for the needy and poor amongst them.
 The church taught to love your neighbor and to give more than what a person asks for.
 With the tradition of performing good works in Christian history, people believed caring for the poor was one of God’s commandments.
 


The Puritans also believed that God calls his people to be good stewards of their wealth. He does not want people to store up worldly treasures, but to help provide for his people and honor Him in so doing.
 Being a good steward involves not wasting resources but putting them to good use to provide for oneself, family, and anyone who also is in need.
 
History of Charity

The early American history is filled with stories of great compassion. Because the new world was so difficult to live and create a new life in, people as a rule helped those in need. There are early records of people helping others in William Bradford’s journal from 1620: 
in ye time of most distress . . . spared no pains night nor day, but with abundance of toyle and hazard of their owne health, fetched them woode, made them fires, drest them meat, made their beds, washed their lothsome cloaths, cloathed and uncloathed them; in a word, did all ye homly and necessarie offices for them.
 

Colonists opened their homes to fellow citizens in time of need. Many people gave their time rather than money. The Puritans were very generous with advice, a listening ear, and other kind acts, as well as with their goods and money.
 Riches were very scarce to the Puritans so they would often give their time. For example, people would labor alongside a family in need so they would have a good crop the following year.

Charity was not available to everyone in society. There were specific limitations on who was considered worthy. The disreputable members of society were not able to receive the same care. Alcoholics, prostitutes, unwed mothers, violent people, and lazy people were among the numbers who were ineligible. The potential needy also had to prove themselves deserving of care or else they would be left to fend for themselves. There was absolutely no toleration of laziness or unnecessary dependents.

Much of the charitable attitude came from religion. The Christian Puritans were very devout readers of the Bible. They followed the Biblical commands to care for the needy around them. There were frequent sermons preaching that “faith without works is dead.”
 Widows and orphans were the first to receive care. The Puritans were also quick to help a family who had endured some type of tragedy, a natural disaster, disability, or other unforeseen event. 

The early Americans had different expectations on people’s behavior than current Americans. Everyone was expected to work. Starvation and poverty were the natural state. Only through working was one able to break out of that. People who could not provide for themselves for a short time would be cared for. Once they were able to work again, they were expected to return to work and provide for themselves once again. There was no free food and it was considered unfair for a person to receive money without working for it. 

An early form of local government aid was the poorhouse. People who could not break out of poverty were able to live there. Many people lived there and provided for each other. The houses received some donations from churches and other civic leagues but were primarily maintained by the inhabitants. It was a very inexpensive way to make sure the needy had some care. There was no guarantee for provision once one moved out of the house. The poorhouses were not very enjoyable to live in, but the option was still available for those who needed it. This gave an incentive to move out and establish one’s own residence again. 


The historic Will Carleton Poorhouse was the Hillsdale County Poorhouse on the outskirts of town. A Hillsdale College student, Will Carleton visited the people living there and listened to their sad stories. The poorhouse is now a historic landmark because of his poem “Over the Hill to the Poorhouse” about the plight of elderly people abandoned by their families. It talks about the sadness in their lives but also recognizes that the care of elderly should first belong to their children and family. “Over the hill to the Poor House,/ My children dear, good by!/ Many a night I’ve watched you/ when only God was nigh;/ And God’ll judge between us;/ But I will always pray/ That you shall never suffer/ The half I do today.”


Outside the poorhouses were individuals and churches. Most people in the 1800s time felt a duty towards their fellow men and neighbors. Many worked alongside their neighbors and thus felt a strong sense of community with one another. They were happy to lend a hand. Churches also helped their congregations. They took up a weekly donation for church expenses as well as to help care for the widows and other needy people in the congregation. In addition to monetary help, the members of churches or other neighbors would reach out to widows or other lonely people by inviting them for dinner or stopping by for a visit. This continued connection with the community was very important to those people.


The families of the needy were also responsible for care. This comes from Biblical and Christian teachings. Extended family was very important to Biblical families and people often lived in clans. When a man died, his brother was responsible for taking his wife into the family and providing for her. This practice of family responsibility continued with the colonists. They often lived their whole lives with extended family and cared for the elderly when they could no longer take care of themselves.

This system worked better in the country than in the cities. People stayed closer to their relatives and knew what was going on in their lives. Neighbors helped the families care for their relatives. As cities grew in size, the care by family system began to weaken. Immigrants came to the United States without any family connections. They needed help right away to begin their new lives. The cities needed better organization to care for the poor.


This began the rise in private charitable organizations. The number of orphanages increased dramatically. They were usually not the best living conditions, but the children were off the streets and cared for until they could support themselves. Some of the first government programs were orphan asylums.
 The state provided a subsidy to the foundation and also chose the curriculum to be used.
 This asylum’s conditions were equivalent to the private ones. 

Widows were usually supported with material goods, such as food and clothing. The agencies also helped them to find work and encouraged them to begin a self-sufficient lifestyle. They often worked as seamstresses or cooks. Again, the other women in the town often made visits and tried to include the widows in their lives. Many people also worked hard to help former slaves. They usually moved to the north without any material wealth or personal connections.  Many people were very generous with time and labor to help them start a new, free life. 

A large difference from today is that most women did not work outside the home. Obviously, the amount of work they had to do to run the household was enormous, but they usually did not have another occupation outside the home. This left time to visit widows or volunteer at a hospital or orphanage. It became part of the routine to make visits and keep relationships with neighbors strong. It was looked upon very highly by society to be involved in large amounts of charity work. 


Most charitable organizations were religious.
 They tended to be very moralistic and would help only those whose tragedies were acceptable to them. If they believed a person was living in sin, they would require him to change his lifestyle before offering aid. Some organizations believed that certain people needed to suffer for a time before realizing a change was needed in their life.
 This view, of course, was not focusing as much on mercy and aid as forcing people in line with their beliefs. Ideally, an organization would recognize that some people were not receiving care and work to fill that void.

Because the organizations were private, it was acceptable for them to discriminate in their giving. It is sometimes difficult to judge who is needy and who is just lazy and looking for a handout. They set up their own guidelines to solve this problem. Because a judgment on the worthiness of a person’s need is necessary, a charitable organization can impose the morals of that institution. A needy person must be acceptable in their guidelines to receive care. A private organization can impose whatever morals it chooses. The needy can then look for an organization which will help them or change something in their lifestyle in order to qualify for a specific program. 


It is not the place of the government to impose morals on society. This is a huge problem because any organization that provides aid must set guidelines. Thus, the state must set its own guidelines for distribution of aid. The government is not meant to impose morals on everyone. It is there to protect the rights of every citizen so it must not exclude anyone from care. The government should not take a side on moral issues. Rather, it excludes people based on income requirements. 

Two differences that characterized charities one hundred years ago from those of today were personal interaction and readily available employment. Because the charities were on a much smaller scale, there was a stronger relationship between the workers and the needy. They could easily tell when a person’s condition had improved or when a person needed more help. Problems with unemployment were not as widespread as they are today, either. There was always work available so people could be placed in a job as soon as they were able. Obviously, this is no longer the case. 

Cities were full of poverty one hundred years ago. There were alcoholics, orphans, and prostitutes everywhere. People were also very afraid of crime in the cities. These people had come to rely on handouts and “outdoor relief programs,” any programs outside the poorhouses.
 Welfare became more accepted as more and more people expected to be taken care of. Caregivers and volunteers still thought that charity was important to help people get back on their feet so they could rejoin the work force as soon as possible. 

[Aid should be] a goad to individual reform. As long as it remain[s] in the hands of private agencies, private individuals could affect personal improvement. Statutory provisions, however, would disarm the private citizen and render him powerless to restrict the growth of pauperism in the community.
 


As the number of private agencies increased, more fraudulent relief agencies came into existence. Some institutions skimmed money off the top for its employees with very little money reaching the needy. People were fraudulent on the other side as well. Many people came up with brilliant, tragic stories and went from agency to agency collecting money from each one. Private individuals had decreased willingness to give money and other goods. They were afraid their money would not reach the needy people for whom they were trying to provide. 


For a while Social Darwinism gained popularity. Basically, the belief was that a person who could not provide for himself was not needed by society. Herbert Spencer wrote: “The unfit must be eliminated as nature intended, for the principle of natural selection must not be violated by the artificial preservation of those least able to take care of themselves.”
 This combined with people being nervous about fraud caused a slight decline in charitable organizations. The evangelical Christians opposed the Social Darwinist view and started up charitable organizations again.
 They were very outspoken against fraudulent charities in an attempt to prevent the bad feelings from returning. They began doing background checks on the applicants to make sure they were worthy of the aid and not trying to cheat the agencies. 

Outdoor relief programs were any programs provided to people outside of the poorhouses. They were run by the local governments.
 They did not treat the needy very well or provide much better conditions. The private agencies were generally better because they encouraged people to work on their own to be able to help themselves out of poverty. For this reason, there were few supporters of the outdoor relief programs in the 19th Century.
 In 1879, the New York State Board of Charities said that outdoor relief was “injurious and hurtful to the unfortunate and worthy poor, demoralizing in its tendencies, a prolific source of pauperism and official corruption, and an unjust burden upon the public.”


In the 20th century, as immigration increased and the size of cities expanded even more, people began calling for a return of the outdoor relief programs. They began providing pensions to mothers and welfare for children. The amount of government aid grew, but private charities also grew alongside them. They saw the importance of increasing their support to provide for the increased number of poor people. 


People were calling for a governmental welfare because they did not see the long-run, negative effects of giving the state that much power.

There seemed to be no reason, except “conservative stinginess,” to oppose the establishment of a new, massive governmental system. There seemed to be little reason to take seriously long-standing concerns about federal activities “crowding out” local volunteer effort – the soul of those efforts had already been crowded out by the new philosophy of “loaves and shoes.”

The first federal department of welfare was nearly established under President Harding in 1921. He proposed a federal Department of Public Welfare to include a Division of Education, a Division of Public Health, a Division of Social Service, and a Division of Veterans’ Service Administration. There was not enough support to pass it then.

During the Great Depression, the poverty rates and unemployment rates increased dramatically. At the worst point, one in four eligible workers could not find work.
 The unemployment rate did not fall lower than 10% until the United States was already involved in WWII.
 This caused increased poverty because most women did not have jobs outside the home. Once the husband lost his job, all income ceased for the household. 

The government leaders increased intervention and state policy in an attempt to lower those rates. Along with that went increasing government welfare programs. People saw more need during the Depression and thought the government was the best solution. American attitudes were very different from today. People would take the aid only when it was absolutely necessary, and even then they tried to hide it. “Shame? You tellin’ me? I would go stand on that relief line, I would look this way and that way and see if there’s nobody around that knows me. I would bend my head low so nobody would recognize me. The only scar it left on me is my pride, my pride.”
 


This is when welfare became a primary function of the government. There were New Deal programs everywhere that involved nearly every aspect of life. The first welfare program was the Emergency Relief and Constitution Act in 1932. It consisted of 300 million dollars to help unemployed people pull themselves out of the Depression and start their lives over. The states were supposed to submit a record of their needs in a letter. The Reconstruction Finance Corporation was supposed to review their requests. Each state could receive no more than fifteen percent of the RFC budget.


There were many problems with this program. First of all, it became a political game of rent-seeking. Each politician tried to get the most money possible for his district in order to gain votes. Second, there were problems with the distribution. Even though no state was supposed to receive more than 15%, Illinois received 19% of the budget. The rules were abandoned. Every state was taxed equally, but they received unequal distribution. 
Some states did not request any funding because they felt they could provide for their citizens on their own. There was poor management in regulating the requests as well and no timeline on how long the program would last or where the funds would continue to come from. Finally, there was no plan on how the debts to the states would be repaid. It had not been worked through properly.
 The next year, the self-sufficient New England states who still had to contribute money to the fund the year before, decided to join in the game and try to receive funding as well.

As public action increased, personal responsibility declined. This led to decreased personal contact with the needy. The New York Times published a summary of this change in 1938:
 Personal conscience in the United States has fallen to a new low in our history as a nation. It has been largely lost to our sight in all the din and dither that have been raised about that other moral concept, the social conscience, which, we are constantly reminded, has a nobler and more widely embracing function. And, the more we hear of the one, the less we hear of the other. The personal conscience has been steadily submerged; the very foundation upon which any broader conception of individual responsibility towards society must rest is being washed away . . . There is a distinct flavor of cant about much of the talk concerning social conscience. The phrase slips readily from the tongue; it offers a large and easy generalization, and substitutes a vague beneficence for definite individual responsibility.


At the end of WWII, many people favored an end in the government welfare programs. Many people wrongly thought that the New Deal and the war had saved them from the Depression. Either way, both the Depression and the war were over and most people thought that there was no reason to keep the programs. A huge change of thought came about in the 1960s when people began to view welfare as a right. 

Until the 1960s, the public dole was humiliation, but thereafter young men were told that shining shoes was demeaning, and that accepting a government subsidy meant a person “could at least keep his dignity.” This, then, was the key change of the 1960s – not so much new benefit programs as a change in the consciousness concerning established ones.
 

There was a general acceptance of federal welfare and a calling out for more programs. People thought since the government was centralized, it was the obvious choice for starting and running the programs. Even the churches had changed their view on the subject. They continued to care for their members and congregation, but felt less of a duty toward the rest of society. They were skeptical about the possibility of caring for everyone in need. They thought it was hard enough to provide for their own congregation without the extra effort of finding additional needs and trying to find solutions.

This is when the belief became popular that it is the government’s duty to perform what the individual cannot perform alone. This is still one of the arguments people use in favor of federal welfare. The problem is that there is no way for the government to effectively care for everyone in society. The revenue used for this comes from the wages of other citizens. There must still be incentive for people to provide for themselves or else everyone will rely on the government and no one will work. It is up to the individual to provide for himself and his family. If he is not able because of physical or mental problems, it should be the responsibility of his family, community, and church to provide for him.


There was also a change in the methods of charity at this point. The old methods involved helping people until they could begin working again, giving goods to widows, spending time to involve people with the community, and women spending hours with the aid societies. These methods were abandoned. Instead, the idea was to rid the country of poverty by giving the poor money so they would not be poor anymore. In 1971, Times magazine writers examined the methods of the current federal welfare system. “[They] noted that Great Society compassion ‘satisfies no one; under the system it is unblessed both to give and to receive.’”
 

Lawyers began getting involved when they saw an opening for profit. They offered their help to people who “had a right to more money” They pushed for more hearings to get settlements for their clients. Holding the hearings and settling the disputes cost the taxpayers more money. 

The family system suffered under the new programs. There was less incentive to marry because single women could receive aid from the government rather than marrying the baby’s father to rely on him. Eventually the incentive became to stay unwed because they could receive even more money by staying apart. Men had less responsibility for their actions. A man could get a woman pregnant without expecting to support her and the child for the rest of his life.

Dreams died as compassion fatigue deepened among many who had at least practiced the “compassion” of the checkbook. Five hundred different categorical social service programs under federal auspices became safety nets for the better-off, allowing them to ignore problems without the sting of conscience. Individual giving as a proportion of personal income dropped 13 percent between 1960 and 1976. The proportion of philanthropic giving devoted to social welfare declined from 15 percent to 6 percent.
 
The welfare system had severe problems that have continued to the present time. Among those problems were incentive problems, bureaucracy inefficiencies, ways to pay for the programs, and a destruction of the American family system.
Analysis and Economics


Private organizations are more efficient than government programs. First of all, the donors will hold the organization accountable for the way in which it spends the contributions. In order to keep receiving gifts and donations, the group must allocate its resources efficiently and keep the donors happy with their work. Decisions are made with the best interest of the people they are helping in mind. This, in turn, makes the donors happy because their money is being used for the purpose for which they chose to contribute. 

In government welfare programs, the decisions are often made for political reasons. This is not to say that the employees and volunteers who work in those programs are political. The workers may believe they are helping the needy in the best way they know how. The problem lies with the leaders of these programs. In order to receive funding, they must cater to politicians. Much of their resources must go to improve the appearance of their work in order to receive further funding. The government officials must be pleased with the work of the programs because they allocate the money that comes from individual taxpayers. 
One objection to getting rid of government programs and relying only on private charities is that they could all shut down and no one would be held responsible for the care of the needy any longer. With basic economic principles and arguments, it is clear that this is a faulty argument. Whenever there is a void in the market place, entrepreneurs step in to fill it. Some alert entrepreneur will recognize that a basic need in society is going unfulfilled and will figure out a way to remedy it. They may charge high prices at the beginning in hopes that they will make a profit. This triggers other entrepreneurs to enter the market to lower the price of the good or service and eventually to provide those necessities at no or very low costs to the needy. As volunteers become more aware and offer their help, the foundations can rely on donations and free labor to provide the services.

Supporters of federal aid also believe that the poor will not receive proper care without the government intervening. Of course there is no way to know if this is true at this point. No one can say if the private sector would be able to handle all the needs if the government stopped providing welfare. The only information is the history of private charities caring for the needy. They could handle the needs then and could probably handle them now. The Great Depression was the time in the nation’s history when the private charities could not handle the large quantity of requests. It would take some adjustment time and would be uncomfortable for people during that time but eventually would be a better system.

It is helpful to consider charities as businesses when analyzing them. The only way they can be effectively run is with business methods. The people who run the charity must make a living from their full time job. Of course, many charities also rely on the work of volunteers and low paid staff in general. The primary focus of the workers may be to help others in need. They probably believe that their charity is the best means to do this. The simple fact is that most people cannot afford to offer their time for no compensation. They must receive some income, either for the charity work or, in the case of volunteers from another job or means of support. Even charity workers must find a means to support themselves that will allow them to give of their time and resources. 
Whenever the government provides relief efforts, it allocates as if the money were its own. The fact is that any government money is actually taxpayer money. Every dollar spent by the government is a dollar from a taxpayer. This may seem like a simple point, but why should government employees make allocation decisions for money that each citizen earned through hard work. Sure, the citizens elect the country’s leaders based on their desires for how the country should be run. Taxpayers really have no choice whether or not their money will be taken for uses for which they may or may not agree. People are threatened with the law to pay their taxes that go into some huge fund of money that bureaucrats allocate. 

People are coerced to give to all government programs and do not have any say in how their hard-earned money is used. For example, I do not want my money used to fund abortions for women on welfare. I am morally against abortion and do not want any of my money being used to pay for them. Putting all legal and moral debates on abortion aside, people who do want to fund abortions could do so through a private organization if they felt so inclined.

In this way, it becomes government by state rather than by law. This means it is government by a man or a group of men, rather than by a constitution or law. The money is allocated according to one man’s decision rather than the framework that the founding fathers put in place. Hayek says the only way a democracy can work is if the government is restricted in its power to areas where a majority can agree.
 “Democratic government has worked successfully where, by a widely accepted creed, restricted to fields where agreement among a majority could be achieved by free discussion. . . .“
 When this is not the case, as with federal welfare, the will of a few is imposed on many. “[I]t will often be necessary that the will of a small minority be imposed upon the people, because this minority will be the largest group able to agree among themselves on the question at issue.”

Welfare programs increase the power of the state by making it a rule by the state. They redistribute the wealth in order to benefit a small number of people in the society. They are not merely agencies that redistribute donations to those who need it; they are coercive by relying on tax dollars. People must remember that the money to fund the programs must come from somewhere. As Bastiat says: “Nothing can enter the public treasury for the benefit of one citizen or one class unless other citizens and other classes have been forced to send it in. . . . The law can be an instrument of equalization only as it takes from some persons and gives to other persons. When the law does this, it is an instrument of plunder.”
 This leads to a state that is legally able to take money from its citizens. As Gentry says, “The state who controls your property and wealth controls the people.”

The problem comes when people do not feel directly affected by the money being taken and are fine allowing the government to take other people’s money. Many people feel that as long as they are not personally feeling the tax burden, the tax rates are justifiable. The well-known quotation “Don’t tax you, don’t tax me, tax that fellow behind the tree”
 illustrates this.

A constitutional government promotes the general welfare. Under a government by man, groups must gain the favor of the government in order to receive funding. Rather than working to raise their economic status, they spend their resources lobbying the government for redistribution. Instead of a product resulting from their efforts, they waste their time and resources.
 Groups or individuals who do not have the necessary resources to lobby are overlooked. Gordon Tullock was the first to discuss rent-seeking as a form of social waste.
 The resources used by the group lobbying to receive the funds and the resources used by bureaucrats in allocating funds are a social waste because they are not being used to create anything.

Another problem with the politics is that the poor are often exploited for political reasons. A politician looking to gain votes focuses his time and efforts on helping the poor during his campaign. This is not to say that no politicians care about the needy. Many will first help those who can give the most support or even votes in return because it directly affects their career. An example of this is the Tammany Society from the nation’s history. It became an anti-federalist political group. It relied on methods of corruption by exchanging votes for benefits and has turned into a well-known political scandal.

Private charities often work to establish a personal relationship and contacts with the recipients. Many work to not only provide handouts but to create relationships and work alongside the needy in an effort to help them be self-sufficient again. They can monitor the success by close contact with the recipients. Welfare destroys that personal interaction. The needy receive a check in the mail or a stack of food stamps rather than a personal connection with someone who works to help them. 

Welfare also destroys the sense of charitable actions by the people who give. Most people feel good when they act generously, help others in a time of need, or know they are following their religious beliefs. This sense is not there when a person’s taxes are taken out of their paycheck every week and sent off to the government. When someone personally writes a check or brings toys to a center, it brings a joy and satisfaction that is not there with government programs. Giving by choice is much more rewarding than giving by coercion. I hesitate to even call it giving when it is coerced. Hayek says coercion still involves a choice but it has to fit within the framework of another mind. 

Coercion occurs when one man’s actions are made to serve another man’s will, not for his own but for the other’s purpose.  . . . Coercion implies, however, that I still choose but that my mind is made someone else’s tool, because the alternatives before me have been so manipulated that the conduct that the coercer wants me to choose becomes for me the least painful one. Although coerced, it is still I who decide which is the least evil under the circumstances.

Welfare programs also ruin the personal responsibility of providing for oneself and one’s family. When the security of a government check is available, there is decreased incentive to work to provide for one’s own needs. It allows for a sense of security among the needy who assume there will always be funds available to them. In reality, these people are dependent upon society and their fellow citizens. How can they be said to be equal when some people are fully reliant on others. 

[B]ehind the harried bureaucracy [of the welfare system] stood a “poverty wall” that reduced the incentive and contributed to the creation of “a new caste, the ‘Dependent Americans.’ ” Increased welfare benefits of the 1960s led to a very high marginal tax rate for those on welfare.
 

A major difference in thinking that causes disagreements in this debate is with the definition of freedom. “Constitutional government is limited to guaranteeing every citizen the right to pursue happiness. But welfare government guarantees the possession of happiness as well, in return for political support.”
 Those in favor of the welfare state believe that people are only free when they are free from want. “[The] welfare state is a state where people can develop individual abilities, be rewarded, pursue happiness without fear of hunger, homelessness, or depression.”
 They are only free to live as they wish when the community is providing for them. Fear of poverty must be extinguished in order for the citizens to be free. “Individuals cannot be free if they are beset by fear and insecurity.”
 Basically, they believe that people have rights to food, housing, a family, and a good life. These are considered positive rights. Negative rights are the rights from death, injury, fraud, and property destruction. Freedom meant freedom from coercion to the founders of the country.
 The founders of the Constitution believed in negative rights and set up the state to protect the citizens from harm, not to provide for them. 
Another common belief is that the welfare state should wipe out any special privileges in society. They believe it will guard a society against communism. “A government which has secured the greatest degree of welfare for its people is the government which stands most firmly against totalitarianism.”
 This argument is completely flawed. The welfare state is an interventionist state which eventually leads to a rule by few over many.
Private charities are more efficient than government programs. First of all, they do not have the resources to support people their whole lives. It is in their best interest to get people back on their feet as soon as possible. This allows the resources to be freed up and used by others. There is no reason why people receiving government aid need to stop receiving it at some point. The incentive to get them back on their feet is not there because the agency will continue to receive tax funding as long as they lobby for it. Private organizations generally count it as a success when they have helped a struggling person be able to be self-sufficient again. 
In general, private charities have less bureaucratic processes than government programs. Some of the larger charities probably have some bureaucracy because of their size, but many pride themselves on low overhead costs and efficiency of programs within the headquarters. Smaller amounts of the funds are used for the administration and many charities employ as few people as possible so more money reaches the poor.

In addition to the inefficiency of welfare programs resulting from bureaucracies, they are inefficient because of the lobbyists and special interest groups. Rather than the different agencies competing for the charitable dollar from private citizens, they compete for government recognition and favor. If they were competing directly for the private dollar, they would work to provide greater efficiency, better care, and more outstanding results than the other charities. The people receiving care benefit from the results of the competition. They enjoy low or no prices, increased care, and more timely care. 

Instead, each federal agency must compete with the others to gain the respect of the government officials because they allocate the budget. They lobby for funds and offer support and votes from their constituents. Rather than working to provide care or to raise donations from private individuals, they must work to provide the best “trade” with the candidates or officials.

Welfare also encourages immorality. Because of certain laws and requirements on the funds, marriage is discouraged and abortions are paid for.
 The incentive is to receive the most funds possible so people often stay single and raise children in single-parent households. A couple could receive the most amount of funding in the form of rent subsidies, food stamps, and support for children by not marrying, living separately, and getting one income.
 This has resulted in a change in the culture and society of today. I believe these effects are just beginning to show and will be very detrimental to the American society.

There is also an argument that says welfare programs often require people in the medical and law professions to provide goods or services at little or no cost. Doctors and lawyers are often encouraged or required to provide services pro bono. Prescription drug companies are also encouraged to provide goods at little cost. They receive no pay for this work so they must raise their prices to everyone who can afford to pay them. This is just another way that the taxpayers are hurt by welfare programs. In addition to paying taxes to support the needy, they often make up for profit losses among the professionals.

Small private charities are less likely to engage in fraud. It cannot be denied that there has been fraudulent activity in charities. There have been cases of embezzlement, misrepresenting the revenues and costs, and other frauds. These cases, however are very few even though they make it into the spotlight. For example, the United Way scandal occurred when the president was convicted of fraud and embezzling over half a million dollars. Although, this happened over ten years ago, United Way is still fighting to get its former popularity and monetary support back.

Smaller charities are less likely to engage in fraudulent activity because the donors have direct interaction with the administration and workers. They are usually able to receive documents with the revenues and costs and employee salaries. If the figures are not satisfactory, the donors are free to send their money elsewhere. Many charities have boards comprised of long-time or significant donors who have a direct involvement with the allocation of resources. 

The same is not true of government programs. It is much more difficult to obtain information on the use of funds in these programs. Because the number of people whose money is used in each program is so large, the government officials are not held accountable. The cost for a person to look into the efficiency of a government program and then to protest are higher than the amount of their tax dollar going to that program. This concept is known as dispersed costs and concentrated benefits. The costs are spread across many people who pay a small amount but the benefits are concentrated on only a few. This means that the people with costs are less likely to protest because they pay only a small portion of the total budget. The people with benefits receive a large enough sum that it is worth it to them to lobby for increased funding.
There is also the question of income tax. Every material good or service needed or wanted by a person must be taken out of their income. Income tax also comes from that income. Because the tax rates are so high, a large percentage is taken out of most people’s income. The top 5% of earners, those with incomes above $126,000 pay 22.95% of their income in income tax. The top 25% with incomes above $56,400 pay 16.99% in income tax.
 

Traditionally, the top income earners are those who contribute large funds to private organizations. John D. Rockefeller donated much of the land that is now the country’s National Parks.
 The high income tax rates leave less available funds for daily needs as well as for charitable gifts. Disposable income has been greatly decreased. It also causes some people to think the poor are already being cared for with their tax dollars so they do not feel as much personal responsibility to care for the needy. The response of Scrooge in Charles Dickens’s A Christmas Carol when asked for donations to charity is, “Are there no poor houses?” He assumed the government would care for them and felt no personal responsibility. 

The government’s proper roles are to provide law and order which will lead to an increase in wealth. It is a protection from all forms of fraud that allow people to work securely and enjoy the profits from their labor. People make profits when they satisfy the needs or wants of others. As top earners receive larger incomes, their disposable income increases which allows them to spend more money on different goods and services. This raises sales, leading to increased profits and increased wages for lower income earners. 
Of course, poverty will always exist. If less money is taxed for government programs, each person will have more disposable income, meaning there is more money available to give to private charities. This giving will not be compulsory, but I believe the human responsibility for fellow man will endure. People already give billions of dollars from their disposable incomes. I believe they would continue that pattern and even increase their gifts when the responsibility is entirely in the hands of the private sector.

In order to ensure that charities are making the best use of their donations and not engaging in fraud, private organizations would be formed to inform citizens about the efficiency of the charities. They could use a rating system that would inform potential donors of which charities make the best use of their money. In fact, these types of organizations already exist today. For instance, the Charity Navigator is an organization that gathers information on private charities, rates their efficiency, and publishes the information on a website that makes it simple to search and find information about specific charities. 

Private Charities


Direct Relief International is an organization in Santa Barbara, California. They focus on healthcare by providing resources to local health programs. They supply nearly sixty countries with $67 million in supplies. This was enough to help 9.7 million people last year. Their mission is “to improve the health of people living in developing countries and those who are victims of natural disasters, war, and civil unrest. We work to strengthen indigenous health efforts of our international partners by providing essential material resources – medicines, supplies and equipment.”
 They pride themselves on being non-sectarian, nongovernmental, and apolitical.
 


The organization was founded in 1948 under the name of the William Zimdin Foundation. He was an immigrant from Estonia who began sending food, clothing, and medicines to friends and relatives who were rebuilding their lives after World War II in Europe. In 1951, Zimdin died and Dezso Karczaq, a Hungarian friend of Zimdin took over the organization and renamed it Direct Relief Foundation. In 1982, they adopted the current name.


The non-profit organization originally provided enough aid so people could help themselves out of trouble. They began giving loans to refugees to start new lives. This type of care continues today as they provide aid to disaster victims and refugees. They also have a strong focus on health issues. As the requests for this type of aid increased, the foundation became more centralized in its efforts. They also expanded the region they aid to include countries outside of Europe that were often more underdeveloped. In 1962, they were licensed as a pharmacy so they can send prescription drugs abroad. They have strong relations with U.S. health care companies who often make large donations of medicines or other medical supplies. 

The Charity Navigator gave DRI a four star rating and a high recommendation. Less than one percent of their revenue is used for overhead and administration costs. They operate from a 35,000 square foot warehouse and employ 28 people. They also rely on over 400 volunteers who work in all areas. 


The American Red Cross is another four-star charity according to the Charity Navigator. It is listed in the human services category. Clara Barton started the organization in 1881 to provide disaster relief and train people to personally aid in the relief. She modeled it after Henry Dunant’s organization. In 1859, the young Swiss man organized local people to provide aid for the wounded and dying on the battlefield in Italy. The International Red Cross and Red Crescent Movement organizations were founded in 1863 in Geneva, Switzerland to aid in war relief. 

Their mission statement reads: 

The American Red Cross, a humanitarian organization led by volunteers, guided by its Congressional Charter and the Fundamental Principles of the International Red Cross Movement, will provide relief to victims of disasters and help people prevent, prepare for, and respond to emergencies.
 
Their fundamental principles are impartiality, neutrality, independence, voluntary service, unity, and universality. They pride themselves on being impartial to nationality, race, religion, class, or politics. They provide aid to anyone in need with priority given to those needing it the most. They are neutral in all controversies of political, racial, religious, or ideological nature.
 Their claim of independence means that while they provide services within their government’s sphere and must follow those national laws, they must remain independent from it and are first held accountable by the International Red Cross. They rely on voluntary service for their relief efforts and are not motivated by profit. The principle of unity means that there must only be one Red Cross per country that must be open to anyone and extend the work throughout the entire country. The Red Cross is also a worldwide organization in which each society is equal to another. 

They receive most of the aid from volunteer work or monetary gifts. They do not accept material items because the costs or receiving and distributing these items is too high. They focus on what people need and then try to obtain the items from there. Much of the items can be purchased by the families with their vouchers from donations. They believe this allows for personal decisions and responsibilities that help get the family back on track. They do accept large donations of food and water needed for disaster relief.
 

Today they are the largest supplier of blood and blood-related supplies. They raise one dollar for every nineteen cents spent on fundraising. Their efforts cost 3.3 billion dollars annually to run. This is one of the largest charity organizations in the world. The American Red Cross often works closely with government agencies in major crises points. They are also responsible for giving aid to the United States Troops as well as domestic and foreign disaster victims. They are independent from the government, however and must stay neutral and independent to stay consistent with the national charter.

Welfare and Welfare Reform

According to Walter Williams, two thirds of the present-day budget is used for benevolent purposes.
 This is not the primary purpose of the government, and in fact, it does not fall under the duties presented in the Constitution. “ . . . The government of the United States is a definite government, confined to specified objects. It is not like the state governments, whose powers are more general. Charity is no part of the legislative duty of the government.”
 


Our founding fathers spoke out many times against government welfare. In a letter to James Robertson, James Madison said:
With respect to the two words "general welfare," I have always regarded them as qualified by the detail of powers connected with them. To take them in a literal and unlimited sense would be a metamorphosis of the Constitution into a character which there is a host of proofs was not contemplated by its creators. If the words obtained so readily a place in the "Articles of Confederation," and received so little notice in their admission into the present Constitution, and retained for so long a time a silent place in both, the fairest explanation is, that the words, in the alternative of meaning nothing or meaning everything, had the former meaning taken for granted.

Thomas Jefferson agreed with Madison that the government was not to be responsible for providing for the welfare of the citizens. “Congress has not unlimited powers to provide for the general welfare, but only those specifically enumerated.”
 Again, Madison spoke out against government welfare, in regards to foreign aid. In 1794, Congress passed a bill to send $15,000 to French refugees in Baltimore and Philadelphia. He responded by saying “I cannot undertake to lay my finger on that article of the Constitution which granted a right to Congress of expending, on objects of benevolence, the money of their constituents.”
 Private organizations are permitted to send aid abroad because the private citizens who donate to them support global aid.

A present day politician speaking out against welfare programs is Representative Ron Paul, MD. He argues that welfare programs have “undermined America’s moral fabric and constitutional system.”
 In a speech to the US House of Representatives, he attacks many of the programs. The Personal Responsibility, Work, and Family Promotion Act he claims, “increases the unconstitutional federal welfare state and thus undermines the personal responsibility, the work ethic, and the family.”
 


He also makes the argument that increasing federal funds increases federal control. It also leaves a smaller amount of resources in the private sector to be available for private programs that are usually more efficient. He draws objection to some of the requirements on people to receive aid because the government should not be putting any requirements on people. This just leads to more control over their lives. A private charity is free to set requirements for its programs because the donors are in favor of those requirements for the use of their money. The government cannot gain full support for specific requirements because the money is compulsory. 


Paul also argues that the programs are “one-size-fits-all” and cannot meet the needs of each state. They all have different needs according to location, economic status, and the general makeup of the community. He also objects to the social engineering that takes place when the government encourages or supports a certain lifestyle. Furthermore, the government is unable to fix the problems in society by mandating change. In order for change to occur, the government must step back and perform its role of protecting the citizens and allowing them to prosper on their own. Moral changes will result from private individuals and organizations recognizing the problems and educating their fellow men.


This excerpt from his speech explains the basic arguments against welfare.

As with all proponents of welfare programs, the supporters of H.R.4 show a remarkable lack of trust in the American people. They would have us believe that without the federal government, the lives of the poor would be “nasty, brutish, and short.” However, as scholar Sheldon Richman of the Future of Freedom Foundation and others have shown, voluntary charities and organizations, such as friendly societies that devoted themselves to helping those in need, flourished in the days before the welfare state turned charity into a  government function. Today, government welfare programs have supplemented the old-style private programs. One major reason for this is that the policies of high taxes and inflationary Federal Reserve money imposed on the American people in order to finance the welfare state have reduced the income available for charitable giving. Many over-taxed Americans take the attitude toward private charity that “I give at the (tax) office.”

He also calls for a release from the tax burden to encourage charity. When people have so much money taken from their paycheck, they assume it is actually helping someone. However, the incentive to get people off welfare is not there. The people in charge want to keep their jobs and lobby for greater funding. They keep supporting people to have a larger number of people in their program to continue receiving large amounts of funding. 

Congress passed the Personal Responsibility and Work Opportunity Reconciliation Act of 1996 to reform the federal welfare system. A major portion of this legislation involved the Aid to Families with Dependent Children that provided aid to single parents with dependent children. Every state participated in this program until 1996 by order of the federal government. It was criticized for costing too much, supporting out of wedlock births, and providing insufficient care for the recipients. 

It was repealed in 1996 and replaced with the TANF block grant. Each state now receives a lump sum similar to the amount it received under AFDC. In return the state must meet the requirements put in place by the program, namely to assist needy families with children, promote job training, work, marriage, reduce out of wedlock pregnancies, and promote two-parent families.
 There are also more requirements on the states and greater penalties for not meeting those requirements. 

The Department of Health and Human Services reported that the welfare reform law has moved 4.7 million people off of welfare to caring for themselves. It also reported that the number of cases of welfare needs has decreased by 54% since the legislation was enacted.
 Under President Bush, Congress has reauthorized the law to “sustain and expand the success of welfare reform.”
 Bush’s welfare plan is “designed to strengthen families and help more welfare recipients work toward independence and self-reliance.”
 It involves helping people find jobs, encouraging states to find new ways to help people become independent, and protecting children and families. Even with these areas of reform, the welfare system is still severely flawed.
The history of charitable giving is very strong in the United States. The personal responsibility that people feel for their families and neighbors is very important to this. As people have been relied on less and less with the increase of government welfare, people have lost some of those feelings of responsibility. It is difficult to say whether or not people would truly feel the responsibility or find the necessary resources to care for the needy without the government regulating. 
Historically, private individuals have been able to care for the unfortunate in society and one would hope that kind of care would continue. Even if the government programs could not be eliminated completely or easily, they must be reduced. It is clear the private programs are more efficient and provide better care. Reforming welfare is a positive step, but we must keep in mind that it was never the intent that the government be providing this care. Most people would agree that they would rather contribute money to a cause or foundation they agree with. We must rely on personal responsibility rather than coercion and legalized plunder to provide for the needy.
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