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Economic orthodoxy claims that welfare 
payments that are reduced when people earn 
income from work have bad incentive effects, 
and should be replaced by a different system. 
In this lecture, the case for and against will 
be explored, and reasons given for a welfare 
system whose benefits to the household 
do fall sharply with increased earnings. The 
question of charging for benefits in kind, such 
as medical care and education, will also  
be discussed.
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Sir James Mirrlees, is Scottish, 
with degrees from Edinburg and 
Cambridge in mathematics; an 
economics PhD from Cambridge, 
on investment under uncertainty; 
and a Nobel Prize in 1996, 
for work on incentives under 
asymmetric information. He 
lectured in Cambridge, and has 
been successively Professor in 
Oxford, Cambridge, and the 
Chinese University of Hong 
Kong (still), and currently visits 
Melbourne, Macau, and Beijing 
Universities. He published 
two books, with Ian Little, 
on investment appraisal for 
developing countries; many 
papers with Peter Diamond on 
optimal taxation, legal liability, 
and pensions; and other papers 
on moral hazard, economies of 
scale, efficiency wages, incentives, 
and more.
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