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A SOCIAL PSYCHOLOGICAL APPROACH TO GOVERNMENT WELFARE AND HOUSING PROGRAMS 

Economic theory tends to fall rather short when attempting to analyze 

welfare problems. The present welfare system is widely recognized as inade­

quate, but there seems to be uncertainty on precisely why this is and what 

should be. done. Abuses and ineffectiveness of welfare are most often cited 

as problems. While economics can deal with quantities of goods i ndi vi duals 

may obtain, it does not explain the quality of those goo~s •. Neither is 

choice explained except by postulating indifference curves. 

In particular, economic theory applied to welfare is inadequate when 

explaining why recipients of public housing may let it turn into another 

slum, possibly worse than the one it replaced, and when explaining the 

11welfare Cadillac 11 phenomenon, in ~hich an expensive new car stands beside 

·a run-down house and poor.ly fed inhabitants. Society calls such behavior 

inunoral; economists draw weird indifference curves while continuing to 

impose societal value judgments in their welfare program designs. Neither 

attempts to explain why poor people (especially those on welfare) may 

1exhibit this behavior. 

In this area, economic theory could benefit from some of the insights 

of social psychology, especially concerning attitudinal consistency and 

change. The economic theory of choice can be incorporated as a submodel 

and stated in social psychological terms. The results are consistent with 

those of economic analysis but explain much more.r 
, I 

It is generally presumed that a human mind has a strong need for 

consistency among attitudes and other cognitive elements. A person's 

attitudes will generally change to eliminate such inconsistency. There are 

several social psychological models on the principle of consistency among 
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individual's values and opinions. One of the most widely used of these 

models is "psycho,-logicll, a variation by Rosenberg and Abelson of 

balance theory. 

A balance theory model is compos.ed of "elementsll and "relations" 

which link the elements. Cognitive elements are "things 11 , either concrete 

or abstract, such as persons, traits, institutions, etc., and may be 

valued either positively, negatively or with indifference (no distinct 

value either way, though this case is not too interesting in developing a 

theory). Relations can be positive, Negative or null. Positive relations 

(symbolized+) are associative bonds and include liking, similarity, 

implying and being consistent with. Negative relations{-) are dissocia­

tive bonds and include dislike, detachment, estrangement, incompatibility 

and alternativity. NulJ relations (O} are equivalent to no bond at all, 

and can include indifference and irrelevance. Examples ofstatements so . 

constructed are: 11Time atwork (valued-) is alternative to (-) leisure 

time (valued +)11. 11 Increased income (valued+) implies (+) increased 

consumption (valued+)". Balance theory does not specify the degree of 

positivity or negativity in the relationship; only the sign is important. 

Equilibrium in balance theory exists as long as elements of identical· 

sign are linked by positive or null relations and elements of opposite sign 

are linked by negative or null relations. For any two elements in equi li­

brium, one of the possibilities shown in Figure 1 must hold. If there are. 

more than two elements, equilibrium must exist for every pair. However, 

only if imbalance is recognized must it-be resolved; the person does have 
. . ~ . 

the option of not thinking about it. 'For this paper, it will be assumed . 

that all. imbalances must be resolved. To resolve an imbalance, either ' 
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attitudes concerning values of elements or the perceived relationship between 

elements must be changed. 

First, consider the Classic welfare dilemma (from. the point of view 

·. of the receiver). There are th.ree major el~ments: _income (M), which is·· 

positively.valued; pride (P) in oneself and.Einvironment,which is also 
. 

positively valued;_and accepting charity {C), which is negatively valued. 

Pride and charity are negatively related; there is, especially in some 

sections of the country, a very strong feeling against taking charity· from 

anyone. To do so, even out of necessity, goes against the grain and is 

extremely detrimental to personal pride. Pride and income are positively 

related, both from feelings of personal accomplishment and conspicuous 

consumption. Income and charity are necessarily positively related by the 

very nature of the concept of charity (only tangible charity is considered 

here). This link causes the imbalance in the model (Figure 2). 

While the simplest solution would be to reverse the link between 

income and charity, this cannot be done. As the individual will choose 

the path of least .effort, making as few changes in values as possible,·· 

the possibility of assigning negative values to P and Mand making a 

positive link between P and C is too complicated and is also ruled out. 

There remain four possible solutions to the Welfare Dilemma. These 

cases are considered below: 

... ease I: Place a negative value on M (the person doesn't want income if 

any of it results from charity) an~ a negative relationship be-. 

tween P and M ( that i s1 accepting this type tncome would be 

... detrimental to a person's pride}. This is the case of the 

tradi tiQnal independent who llwon I t take nothing from nobody". 

This person would rather starve than go on welfare. 
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Case ll: - Place a positive value on C and a positive relationship 

between cand P. Taking charity thus becomes positively 

valued and a source of pride for the person. _ This is 

the "demoralized" welfare recipient who has been social-
- , 

ized into the "welfare ethfc 11 of (I get all you can no 

matter how". Welfare cheaters fall into this category. 

Case III-;; Dissociate 11 charity 11 from 11welfare 11 • In this way, 

"charity" is still negatively valued, but "welfare" as 

Case IV: 

-producing income is positively valued. This person is 

probably the more usual welfare recipient who either 

does not or will not see! welfare as charity. The 

extent to how well one is able to dissociate could 
,_ 

determine how resigned the person is to being on welfare. 

Dissociate income due to charity (negatively valued) from 

income due to own efforts (positively valued). For example, 

income tax refunds are generally not considered charity 

~ven though they come from the government on the bases 

of; income and expenses. It is possible that the negative 

income 'tax scheme would similarly be dissociated from 
-

charity. This case may also_be a welfare recipient, 
' 

but if so is more likely tobeoffitsoon. Case IV is 

the other_extreme from Case I and is in many ways similar 

to Case III. 

The -next step is to consider the balance theory version of the budget 

constraint and add that to the model {Figures 3 and 4). Income, Housing (H) 

(or any other basic good specified for analysis), and Other_ Goods (0) are all 

positively valued. Income is positively related to both Hand O (assume 
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both normal goods}; Hand 0, because of tbe budget constraint, are necess­

arily negatively related to each other. This creates another imbalance 

problem which is dealt with in economic theory so will not be elaborated 

upon here. When combining the Budget Dilemma with the Welfare Dilemma, 

additional positive ties are formed between P and both Hand O. This 

becomes a sort of general equilibrium system in the person's mind. While 

it is possible to make partial analyses, as economic theory does, it is 

no more likely that such boundaries will be well-defined psychologically 

than it is that partial analyses in economic equilibria are entirely 

separable. Each case of the Welfare Dilemma will respond differently · 

with respect to H to balance the total model. 

Case I (Figure 5): Since this person has a negative value on M, 

. there are two choices: a) put a negative value on H, 

between P and.H, and between O and M; b) put a negative 

value on 0, between P and 0, and between Hand M. Which 

alternative is chosen depends on relative strengths of 

values held for O and Hand their relationships to P. 

This is perhaps an extreme form, but it foils down to 

the Budget Dilemma. Since this person is not taking 

charity, the negative value on goods and their relatio11-

ship to pride are i:erhaps in self-justification. If the 

only way the person can get H is through money coming from 

charity, he would rather not have H. 

Case II (Figure 6): Here there is only the original Budget Dilemma, 

as the solution of the Welfare Dilemma does not affect any 

of the Budget variables. 
/ 
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Case III (figure 7): · This case depends on the form of the welfare. 

There is only the Budget Dilemma unless H is tied directly 

to the negatively valued charity, such as in public 

housing. In the latter case, there is an extra necessarily 

positive tie between negative C and jrositive H. The 

solution would be to negatively value Hand put a negative 

relationship between Hand Mand between Hand P. Although 

His given and accepted (hence the relation to Mis possible), 

ft is negatively valued. The person asserts pride in other 

ways. This could explain why many public housing projects 

eventually become worse slums than the ones they replace. 

The same reasoning could extend to direct gifts (more or 

less, though the person may pay something) by welfare agencies 

of any (especially basic, since that is what is emphasized) 

good. 

Case IV (Figure 8): This is similar to Case III. Again, unless 

H or O is directly tied to the negative component of M, 

the~e is simply the Budget Dilemma. Hor O may be directly 

tied through devices like food·stamps or rental certificates 

or by there being so little positively valued M that the 
' 

association is inescapable (due to pressure from social 

workers or welfare agencies). If H is tied, then H is 

negatively valued and there results in a negative relation­

ship between O and Mand between Hand P. If O is the tied 

good, Hand Oare interchanged in the above statement. If 

both are tied, i.e., the person has no free choice, both 

Hand Oare negatively valued and both are negatively 
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related to P. This result is disastrouM to the individual's 

psychological well-being. In this result, the budget 

imbalance still exists but is someone else's problem. Where 

only H is tied, al though the person may have more M and 

more H, the person derives no pride from it. Manifestations 

of this co'uld be seen in neglect of quality of non-public 

housing by welfare recipients. The negative relationship 

· between M and O may exist with matching-type welfare 

where the person gets more M conditional on buying more 

H and leaving less money for O out of an increased income. 

While this case IV is like case III in that His negatively 

valued and hence probably neglected,case IV is more 

applicable to private H and case III to public H. Case IV 

is also more of a matching-type situation, while case III 

·better describes lump-sum outright gifts •. Both case III 

and case IV, where His negatively valued and O positively 

valued, may give rise to the Welfare Cadi.llac Phenomenon. 

This is especially clear in case II I. 

The results seem to indicate support for unconditional forms of 

welfare payments. This.is consistentwith results using indifference 

curve analysis which show the individual to be at a higher utlltty level 

under _uncondi ti anal grants than under ( equivalent) matched grants (as 

. well as the lesser cost to society of unconditional. payments). However, 

i n·dtfference curve analysis does not explain· the· frequently observed 

phenomena among welfare families of l(public housing slums 11 and neglect 

of homes while spending money on new cars (the "welfare Cadillacs 11 ) and 

television sets. The latter phen9menon could be reflected by shapes of 
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indifference curves but not·explained. Balance theory also indicate 

which people will be on welfare, though it does not explain why people 

will choose one type of adjustment to make over another. This must be 

done by other social psychological theories. 
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