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A second argument for anti-poverty spending holds that private markets do not allow people to insure themselves against the misfortune of being born into poverty. None of us can choose the circumstances into which we are born, but if we were to develop a society that took account of this uncertainty (and so was constructed behind a "veil of ignorance," to borrow the language of the late Harvard political philosopher John Rawls), most people would design it in a way that allowed them to purchase some kind of insurance against poverty. They would, in other words, accept the obligation of paying higher taxes if they were to end up rich in exchange for protection against being left thoroughly destitute were they to end up poor. Private markets do not provide this "income insurance" because the people who might benefit from it are generally not able (or not motivated) to demand it in advance. Those not yet born, of course, are not around to demand it; their parents could buy the insurance, but the parents whose children would need it most are too poor to afford it. And markets might not even supply this insurance — because insurers would fear that their product would be purchased disproportionately by parents who know, for some reason, that their children will end up poor (much as health insurers either deny coverage, or charge significantly higher rates, to people with costly pre-existing medical conditions). Young workers who might someday benefit from such protection, meanwhile, are often not aware of the risk until it is too late. The conditions simply do not exist for a real market in private anti-poverty insurance to emerge. Government, however, can address this problem by compelling everyone to participate in social insurance. The "premium" payments consist of the requisite taxes; the payouts consist of welfare benefits distributed to those "enrollees" who end up with low incomes. The imposition of social insurance would not necessarily raise everyone's welfare; people with minimal prospects of ending up poor might regard such insurance as all cost and no benefit. By and large, though, many who are not born poor — as well as those who are — would benefit from this policy.
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