
Social MUfare Expenditures in the 
Uizited States, I %Zi-56 

This review of social welfare expenditures in the United 
States carries forward the data and analyses on trends in Fed- 
eral, State, and local government spending that have been 
presented in the Bulletin beginning in 1951.1 

Data for theJisca1 year 1955-56 and some estimates going back 
to 1890 are given in the article, which also discusses some of the 
reasons for including or excluding certain items in the series. 

S OCIAL welfare expenditures un- 
der civilian public programs took 
the same proportion-8.6 percent 

-of the total national output in the 
fiscal year 1955-56 as in the preced- 
ing year, although they increased by 
more than $2 billion. The major ex- 
penditures were made for education 
and social insurance. 

As in 1954-55, the growth in old- 
age, survivors, and disability insur- 
ance accounted for a large part of 
the increase in total social welfare 
expenditures. The $1,049-million in- 
crease in beneflts under the old-age, 
survivors, and disability insurance 
program was actually larger than 
the net increase in all social insur- 
ance payments combined. 

In view of the increasing impor- 
tance of old-age, survivors, and dis- 
ability insurance in relation to total 
welfare expenditures, it is of interest 
to note that in the fiscal year 1956-57 
expenditures under this program in- 
creased $1,179 million to $6,665 mil- 
lion. Preliminary figures are also 
available for the State and railroad 
unemployment insurance programs, 
which together made payments in 
1956-5’7 that were slightly more than 
$200 million above the 1955-56 
amounts. Data for public assistance 
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1 For the early history of the programs 
included in the series, see the Social Se- 

, curity Bullettn, February 1953, pages 3-12: 
for a description of the programs and an- 
nual data from 1934-35 to 1953-54. see the 
Bulletin, October 1955, pages 3-14: for a 
description of the public housing program, 
newly added to the series, and data for 
1954-55, see the Bulletin, October 1956, 
pages 3-10. 
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indicate that assistance payments 
and costs of administration for the 
four federally aided programs and 
general assistance combined were $3.2 
billion in 1956-5’7, compared with 
$3.1 billion in 1955-56. Data for most 
of the other Federal programs for 
1956-57 either are available in pre- 
liminary form or will become avail- 
able within a few months, but most 
of the State and local estimates can- 
not be prepared in less than a year 
after the fiscal year to which they 
relate. 

Historical Trends in 
Welfare Expenditures 

The basic series on social welfare 
expenditures in the United States 
that has been developed by the So- 
cial Security Administration carries 
the data back to the fiscal year 
1934-35. Staff time has never been 
available for the preparation of com- 
parable estimates for earlier years. 
Indeed, the data for the first few 
years in the series are not strictly 
comparable with those for recent 
Years, in the sense that most of the 
underlying estimates and statistical 
series from which the data are de- 
rived have been refined and improved 
over the years. When such refine- 
ments are made, it is usually possible 
to make corrections for only a few 
of the earlier years. The data for 
programs under the Social Security 
Act are reported figures; States op- 
erating public assistance and unem- 
ployment insurance programs have 
been, from the beginning, required 
to make statistical reports as a con- 
dition for receipt of the Federal 
grants for the programs. Some of 
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the other data-those for the vet- 
erans’ programs, for example-also 
come from operating reports, and 
there has been relatively little change 
in classification of the data. In gen- 
eral, however, the farther back one 
goes the greater the necessity to use 
approximate flgures, particularly 
those relating to State and local 
programs. 

A number of revisions of previously 
published figures are incorporated in 
table 1 and the derived tables pre- 
sented in this article. Some of the 
revisions are small in amount and 
result from the use of new source 
data or reflned methods of estima- 
ting. One large change appears in 
the figures for public aid in 1934-35. 
A recheck of these estimates that 
was undertaken for a special purpose 
brought to light an error in the data 
previously presented. The primary 
source of the error was the inclusion 
of certain expenditures under the 
Federal Emergency Relief Adminis- 
tration program-which in different 
source documents are variously classi- 
fied as Federal and as State-local ex- 
penditures-in both the Federal and 
the State-local sections of the table. 
The duplicated amounts have now 
been taken out of the State-local ex- 
penditures; except for the fiscal year 
1934-35, and to a lesser extent 1935- 
36, the amounts involved were rela- 
tively small. 

Even an approximate picture of 
long-term trends in the development 
of social welfare expenditures is of 
interest and value. For that reason, 
estimates for the years 1890, 1913, 
and 1929-which were developed in- 
dependently by the author last year 
for presentation at a meeting of the 
American Economic Association-are 
included in tables 2 and 5. 

In 1890, all social welfare expendi- 
tures amounted to about 2.4 percent 
of the Nation’s total output. By that 
year, the United States had a well- 
developed system of public primary 
education. Compulsory school-attend- 
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ance laws were still few in number, 
however, and the rather widespread 
use and acceptance of child labor 
held down attendance in many areas. 
Though tax support for high schools 
had begun in the 1870’s, the real de- 
velopment of public secondary edu- 
cation came after 1900. In 1890, pub- 
lic expenditures for education, almost 
exclusively from State and local 
funds, were about 1 percent of the 
total national output. 

Veterans’ benefits, including medi- 
cal care, involved expenditures only 
slightly smaller than the amount 
spent for education in 1890 and rep 
resented almost as large a share of 
the gross national product as did 
total veterans’ benefits in 1955-56. 
The Federal Government was also 
spending a small amount for the op- 
eration of the marine hospital serv- 
ice, which had its beginnings in 1798, 

and for quarantine and other public 
health activities of a limited nature. 
In the States and localities, the move- 
ment for environmental sanitation 
and general public health services 
that had begun in the 1850’s was 
getting well under way. Specialized 
institutional care for the sick, the 
mentally ill or retarded, the blind, 
and the deaf and for children and 
aged persons represented a forward 
step from the local poorhouse. State 
and local expenditures in 1890 for 
these purposes and for local poor 
relief can only be roughly estimated, 
and the classification of such expen- 
ditures as health or as public welfare 
is far from clear cut. Together, pub- 
lic expenditures for health and as- 
sistance or welfare services came to 
less than yZ of 1 percent of the total 
national output. 

By 1913, just before the beginning 

of World War I, secondary education 
had expanded significantly, and gen- 
eral public health activities had 
grown in extent and importance, Vet- 
erans’ pensions, on the other hand, 
had declined in relation to the grow- 
ing national output, as the major im. 
pact of the Civil War lessened with 
the passage of the years. 

Social insurance for workers in in- 
dustry and commerce began, in this 
country as in most others throughout 
the world, with workmen’s compensa- 
tion. A Federal law covering civilian 
employees of the Federal Government 
engaged in hazardous jobs was 
adopted in 1908, and the first State 
law to be held constitutional was 
enacted in 1911. By 1929, workmen’s 
compensation laws were in effect in 
44 States, Alaska, and Hawaii. Special 
retirement systems for State and 
local government employees-pri- 

Table l.-Social werfare expenditures under civilian public programs, selectedfiscal years 1934-35 through 1955-56 1 
[In millions; revised estimates] 

Program 1934-35 ) 193w40 / 1944-45 1 1941t50 1 1950-51 1 1951-52 1 1952-53 / 1953-54 / 1954-55 1 1955-56 

Total 

$24,005.9 $25,074.6 $26,542.2 
.______ 

4.759.2 5,665.4 6,600.O 
2,591.l 2,583.0 2,726.3 

-l----r 

2,673.g 2,823.2 2,895.7 
660.6 ti75.5 761.1 

5,506.l 4,720.l 4,220.9 
7.782.8 8,573.5 9,291.4 

32.2 33.9 46.8 

$29,141.7 $32.155.5 $34,522.6 
_______~ 

$;g$ 9m2.3 10,585.O 

-I--- 2:97a: 5 
3,001.6 3,113.l 
3,074.2 3,249.7 

867.8 885.4 1,015.o 
4,115.l 1,369.3 4,619.O 

10,083.6 10,874.l 11.830.2 
64.8 86.6 110.6 

.57,992.3 $24,099.8 I Total ____________________-------.------.--------. $6,811.1 $9,101.3 

SOCialfnSUIanQ~~~-.--.~~~~.-~...---~~----~~.~..-.~~.... 383.7 
Public aid _._________._____.______________________--.--.. 2,997.F 
Health and medical services a- ._.._____._______...------. 641.8 
Other welfare services..---..---..----..----.-..-------.. 113.3 
Veterans’programsJ.-----..----.------.--------.------- 449.8 
Education-v... ____.____...____.__ _ ____.____._.________ 2,224.g 
Public housing ’ ______.____________.-----.. ___________ -__ _______... 

Total _________________________ ___ ___________ __ _______ 2,966.0 

1.214.9 
3,597.0 

798.2 
171.0 
535.0 

2,780.O 
4.2 

1,363.5 4,764.7 
1.023.7 2,494.8 

995.9 2,388.3 
285.2 616.4 
914.2 6,534.5 

3,392.6 7,289.l 
11.0 12.0 

From Federal funds 

9.805.5 10,541.7 11,407.4 

3,330.3 
2,067.O 

390.7 
585.0 
195.3 
26.3 
27.7 
38.3 
6.0 

1209.6 
1,209.l 

350:: 
64.7 

126.1 
24.5 

135.0 
142.6 
23.8 
4.3 

13.5 
98.5 
7.5 

4.577.3 
2.195.0 

764:; 
649.5 
115.2 

‘tE 
173:5 
21.9 

4.213.8 
2,716.g 

465.1 
654.4 
230.6 
57.8 
45.4 
43.6 
6.0 

: 33;: ; 

341:: 
68.8 

111.4 
26.9 

134.6 
194.7 
23.6 
4.4 

1% 

4,lOE 

“Sf;‘.’ 
737.4 
647.4 
90.0 

704.6 
197.1 

:::: 

5.073.9 
3,364.2 

490.4 
735.8 
291.3 
100.4 
45.8 
46.0 
6.3 

1,418.0 
1,406.l 

11.9 

“E 
96:l 
24.0 

124.3 
265.4 

2 
58.1 

176.3 

4.oA.34 
2.534:1 

(‘3) 
740.1 
687.9 
52.2 

590.0 
148.1 

*it:: 

- 

-- 

- 

- 

- 

. -, 

_. 

- 

- 

- 

3,235.g j 2.375.5 9,585.2 9,663.7 13,186.0 14,606.l 

6,429.2 
4,436.3 

575.6 
799.8 
354.1 
158.6 
54.2 
50.6 

1,5026:89 
1,440.8 

61.9 
299.0 
68.0 
84.9 
23.6 

122.5 
244.2 
26.0 
5.7 

41.4 
169.5 

4.30::; 
2,712.3 

(‘8) 
761.1 
728.1 
33.0 

EE 
329.1 
74.0 

2,710.Z 
1,568.5 

321.0 
553.6 
177.8 
28.3 
28.9 
32.1 
4.6 

1,1%5 
1,187.7 

6.8 
318.6 

lki 

129.2 
167.4 
21.7 
3.9 

1E 

5.17::: 
2.120.8 

11.0 
691.1 
684.7 
106.4 

2,020.6 
328.1 

7,528.7 
5,485.2 

603.2 
935.7 
338.9 
59.7 
52.7 
53.2 
6.8 

1,553,s 

‘s4:T.: 
349: 2 

:::i 
27.6 

172.6 
318.5 
33.1 
6.R 

50.3 
227.7 

7.4 
4,529.8 
2,826.O 
(‘3) 

767.2 
730.0 
27.2 

803.5 
143.0 

SOCialFnsuranQ..---..---.---------~----------.-------.- 98.7 
Old-age and survivors insurance _______________________ _________. 
Railroad retirement _ _ _ __ ___ _ _ _ ___ _ __ ___ ____ _. ____ __ _ ___ _ .- __ _ 
Public employee retirement 5 _____ _ ________..._______.. 90.0 
Unemployment insurance and employment service 6--+ (7) 
Railroad unemployment insurance_- ._ ______.___ _____. ___ ______, 
Railroad temporary disability insurance ____ _ __... ___-- .___. 
Workmen’s compensation, total ___.._________.________ 8.7 

Hospitalization and medical benefits 8 _____._____._.. 3.8 
Public aid _____________ ____.____.._____.___---...---- ___ 2,373.7 

Public assIstam%, total 0 _______________________________ ____ ____. 
Other10 ______________ _____ _____ _ ______ _ _____________ 2,3X3.7 

Health and medical services * ______.______.______________ 16.8 
HosDital and medical care ___..________________________ _________. 
Hospital construction ________._____..____--.--------.-- _________ 
Maternal and child health services ..______..__________ _________ 
Other community and relaked health services ..__.__.__ __ _______. 

Other welfare services ___.____.___________.---.----...--- 2.1 
Vocational rehabilitation, total ____._.______...________ 1.0 

Medical rehabilitation 8- __._______..____._..----...- 
Institutional and other care l*____________________--.-.. 1:: 
Scboolllmch II__---____.--_____--_--...-----.----....- ___.-__ -_. 
Child welfare _______..._.____________________________-- 

Vetentns’programs*..--.----.....-..---.------.------.- 
____ iis:s. 

pensions and compensation 12 _______________.._________ 390.2 
Readjustment allowances ____._________________________ 
He&b and medical services ________________..________ _ 

_____ ss:i 

HOSDitd and medical care ________._.._ ___. .________ 56.0 

350.1 704.5 
28.1 

116.8 Ei 
107.5 
65.8 

l”,& 

18.9 4.3 

1,911.3 
784.1 
304.4 

gi 

31.1 
25.1 
5.2 

1,101.a 
1.095.8 

6.0 
256.6 
51.0 
60.3 
20.0 

126.3 
166.7 

“2 
21.7 

“24 
6,C63.4 
2.092:; 

742.0 
585.9 
156.2 

.____--__ _._--____ 
13.0 13.2 
5.3 4.8 

2,;;;:: 419.3 417.6 

1,964.8 61.2 12:; 
5.0 16.7 

37:s 2 64.6 5::: 

9.7 87.0 
2.0 7.6 

6:: 16:; 

(‘)I.6 47.4 16.1 

E:i 914.2 755.9 
_ _ - - - - - - _ 24.1 

E 114.5 98.3 
14.1 16.2 

.-_ -----_ 
Ho&al con&nctioo_ _______.____._.._______________ 2.9 

Welfareanndothcr14 ___.__.______._____._ ___________._ 
EduQMon-...-.--.-------------.---------.------------ ---~-‘-:j 

Education., _________ ___ ______.____.____________________ _ 
Public housing _____________________________ _ ____________ _____ “:“. 

sea footnotes at end of table. 
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marily teachers, policemen, and fire- 
men-were in existence in a few lo- 
calities before 1900. The Federal civil- 
service retirement system was estab- 
lished in 1920. By 1929, combined 
payments under these various pro- 
grams amounted to about $340 mil- 
lion and represented about 0.3 per- 
cent of the gross national product. 

Further expansion in secondary 
school education and the development 
of public support for higher educa. 
tion after World War I brought total 
government expenditures for public 
education in 1929 to a level where 
they accounted for about 2.3 percent 
of the total national output. This 
proportion is only about a fifth less 
than the share of the national output 
used for public education in 1955-56. 

Mother’s pension laws, designed to 
make it possible for orphans, and, 

under later provisions, for other chil- 
dren without paternal support, to live 
at home with their mothers rather 
than in institutions or foster homes, 
were adopted in a number of States 
even before World War I. In the 
mid-twenties, a few States began to 
experiment with old-age assistance 
laws. Most of these laws and most of 
the mother’s pension laws were per- 
missive rather than mandatory on 
the localities, with little or none of 
the cost borne by the State govern- 
ments. Nevertheless, there was some 
expansion in public aid during these 
years. These newer developments, to- 
gether with the continued gradual 
spread of public health activities, 
brought total social welfare expendi- 
tures as defined here to about 4 per- 
cent of the gross national product in 
1929. 

Three major developments largely 
account for the changing relative 
importance of social welfare expendi- 
tures in subsequent years. The great 
depression of the thirties at its low- 
est point cut the national output to 
almost half what it had been in 1929. 
After some delay, the National Gov- 
ernment stepped into the situation 
with major expenditures for public 
aid. Regular expenditures for health, 
education, veterans’ programs, and 
the limited social insurance programs 
then in existence were continued and 
expanded. As a result, social welfare 
expenditures in 1934-35 accounted for 
slightly less than 10 percent of the 
gross national product. 

The second overshadowing change 
was the tremendous expansion of the 
national output during World War 
II and the utilization of that output 

Table l.-Social welfare expenditures under civilianpublicprograms, selectedfiscal years 1934-35 through 
1955~56-Continued 

___- 
Program 

-- ------_ 

Total __-- ._- -. -. __-.. . . __. _. _ ___ __ __ .__ _ ..-_. __ 

Socialinsurancs.~~-~-~~~~~~~.~~~-~~~.~~~~~~~~~.~.~..-~.. 
Public employee retirement 6---_--- _________._ _..._.. 
Unemployment insurance and employment service--.. 
State temporary disability insurance, total 15. .___..__. 

Hospital and medical benefits 8--.---- .__._..._.. -__. 
Workmen’s compensation, total Is-- ______.._..._..___. 

Hospitalization and medical benefits *- _____. _..__.. 
Public aid..--.--------.-..-....-.---.-------------..--.. 

Public assistance ~-_-_~~_~~~~~~.~_~~~-~~~-.~~--~.--~~.. 
Other ‘0 .______.______.._.__-.--- -__- ___..__ -__- ____.__ 

Health and medical services *~~.~~-.~~_~-~~~~~-~~--~~~--. 
Hospital and medical care---- ______. ______ -___- ___.__ 
Hospital construction ______________________ - ________ -__ 
Maternal and child health services-. __ ____ -___- .___ -__ 
Other community and related health services.--.--.--. 

Other welfare services _____________._____________________ 
Vocational rehabilitation, total _________________ ______ 
Medical rehabilitation * _____ -__-- _______________ -__-__ 

1 Institutional and other care ______._____________________ 
f School lunch ________________________________________-. 

Child welfare...--.-----------------------------------. 
Veterans’ programs 1) ____________________________________ 
Education __________________________________ -__- _________ 
Public housing _________________________ ________________ 

- 
I 

.I- 

[In millions; revised estimates] 

1934-35 ( 1939-40 j 1944-45 / 1949-50 / 1950-51 / 1951-52 1 1952-53 j 1953-54 1 19.5-56 j 195566 

_ 

_ 

_ 
_ 
_ 

- 
- 

$3,845.1 $5,865.4 
-__-- 

285.0 864.8 
120.0 147.0 
(9 485. Y 

_ _ _. _ _ _ - - _ _ _ _ _. 
_ _ _. _ - - _ _. _ _. _. 

165.0 231.9 
62.2 84.7 

623.9 1,352.8 
623.9 843.2 

_ _ _ _ _ _ _. _ 509.6 
625.0 748.0 

_ _ _ _ _ _ _. _ 410.0 
_ _ _ _ _ _ _ _ _ 
______ -__ “E:i 
_.-_- ____ 292.0 

111.2 161.3 
1.2 2.1 

.I 
110.0 12o:o” 

$] (29.2 
______-_ _--___--_ 
2,zOQ.o 2,738.6 

_________ __-______ 

b5,GlG.E 
-- 

659.2 
198.0 
71.3 
5.1 

. _ _. _ _ _. . 
869.0 
470.0 

50.0 
6.8 

342.2 
198.2 

“2 
140.0 

T5.s 

3,280.o 
- _ - _ - _ _ - 

$1 .- 

_. 

_. 
- 

1 Data represent expenditures from public funds (general and special) and 
trust accounts, and other expenditures under public law; exclude transfers to 
such accounts and loans; include capital outlay for hospitals, public elementary 
and secondary schools, and publicly controlled higher education; include admin- 
istrative expenditures. Fiscal years ended June 30 for Federal Qovernment, most 
States, and some localities; for other States and localities fiscal years cover various 
IZmonth periods ended in the specified year. Data for education and workmen’s 
compensation relate to continental United States only: for other programs, data 
include some payments and expenditures outside continental United States. 
(State temporary disability insurance programs operate in 4 States only.) 

2 Excludes expenditures for domiciliary care (in institutions other than mental 
and tuberculosis) included under institutional care; excludes health and medical 
services urovlded in connection with veterans’ programs. Dublio education. public 
assistance, workmen’s compensation, State- temporary disability lnxirance, 
and vocational rehabilitation (included in total exoenditures shown for those 
programs); also excludes intern&ional health aotivitie‘s, and medical expenditures 
of the Military Establishment and the Atomic Energy Commission and those 
provided subordinate to the performance of other functions, such as those of 
the Civil Aeronautics Authority. 

8 Excludes Federal bonus payments, appropriations to Qovernment life lnsur- 
ance trust fund, and accounts of several small revolving funds. 

4 Federal and State subsidies (and administrative costs) for low-cost housing. 
6 Excludes refunds of employee contributions to those leaving service. Federal 

expenditures include retirement pay of military personnel. 
6 Includes unemployment compensation for veterans of the Korean cotiict 
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From State and local funds 

14,514.G $14.342.2 
_____ 
2,853.4 

310.0 
w:; 

1,868.Z 872.7 
72.3 139.6 
2.5 9.8 

602.0 669.7 
187.8 211.4 

1,393.0 1,396.G 
1,393.0 1,396.G 

15.269.1 $lG,OOO.5 
-_I 
2,335.l 2,386.Z 

414.0 460.0 

E:II 912.9 197.9 
12.2 14.9 

751.3 815.4 
239.0 264.0 

1,373.4 1,367.l 
1,373.4 1,367.l 

2,131.7 2,35x5.3 
1,123.0 1,255.0 

302.0 331.0 
9.7 11.3 

697.0 755.0 

449.7 9.0 4g3s: i 
3.7 3.9 

301.0 334.0 
39.0 46.5 

100.7 103.4 
471.1 334.7 

7.215.7 7,700.o 
_ 13.4 

.___.__.. _______.. 
2,472.g 2,554.0 
1,391.0 1,482.0 

321.0 309.0 
11.9 13.0 

749.0 750.0 
532.9 566.4 

10.6 11.6 

34.: 
54:4 

38Z 
57: 2 

105.9 113.6 
142.8 114.1 

8,400.O 9.000.0 
12.0 12.7 

17.734.3 
L 

3,171.3 
515.0 

1,588.E 
210.5 
17.6 

857.0 
293.7 

1,3G8.7 
1.368.7 

___-.--_. 
2,667.O 
1,542.0 

262.0 
66.0 

797.0 
602.4 

12.4 
4.4 

408.0 
63.0 

119.0 
102.8 

9Jlo4.4 
13.7 

- 
.! 

_. 

- 

18,QOQ.b 

3,433.1 
565.0 

1,759.g 
218.8 
20.6 

889.4 
313.1 

1,498,s 
1,498,s 

____ -___ 
2.775.2 
1,571.0 

298.0 
69.2 

837.0 
641.2 

16.1 
3.5 

429.0 
69.0 

12% 1 
61.6 

10,645.O 
14.6 

$19.916.5 
-__ 

3,;;;:; 

1,282.j 
232.0 

22.7 
921.8 
333.2 

1,559.3 
1,559.3 

_____ -___ 
2,900.5 
1,628.O 

252.0 
76.5 

944.0 
696.5 

19.0 

47:: : 
65.4 

138.1 
89.2 

11,596.0 
19.7 

(beghming 1952-53) and for Federal employees (beginning 1954-55). 
7 Not available. 
8 Included in total shown directly above; excludes administrative expenditures, 

not separately available but included for entire program in preceding line. 
9 Old-age assistance, aid to dependent children, aid to the blind, aid to the 

permanently and totally disabled (beginnina 1950-51). and, from State and local 

administrative costs for workmen’s compensation. 
16 State expenditures for bonus and other payments and services for veterans; 

local data not available. 
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for military purposes. Increased em- 
ployment opportunities and family in- 
comes during the war years had a 
part in holding down insurance and 
assistance expenditures. Although 
total social welfare expenditures in- 
creased 4 percent in dollar amounts 
from 1934-35 to 1943-44, in the latter 
year they represented only 3.5 per- 
cent of the gross national product. 

The third development, which has 
not yet reached its full potential, 
started with the Social Security Act 
of 1935 and the foundation it laid 
for a nationwide system of social in- 
surance. The depression of the thir- 
ties brought home to the American 
people the realization that they no 
longer had a predominantly agricul- 
tural economy with an open frontier. 
With an increasing proportion of the 
population working as employees and 
with farmers also becoming largely 
dependent on cash income, a new 
institutional mechanism was needed 
to channel money incomes to persons 
for whom earned income had been 
interrupted or had ceased because of 
unemployment, illness, retirement, or 
the death of the family breadwinner. 
Social insurance, with benefits re- 
lated in amount (though not entirely 
proportionately) to the individual’s 

past earnings and paid without re- 
gard to other income, provided a 
mechanism well-suited to a competi- 
tive, free-enterprise economy. 

The Social Security Act of 1935 
set up two major social insurance 
programs. It laid the basis for a na- 
tionwide system of unemployment in- 
surance through the provision for a 
uniform Federal tax on employers 
against which could be offset, up to 
90 percent of the tax, any contribu- 
tions paid (or excused) under a State 
unemployment insurance law meeting 
certain requirements. The require- 
ments under the act related primarily 
to administration and included the 
provision that the insurance benefits 
must be administered in conjunction 
with a system of public employment 
offices; restrictions on the use of the 
benefits to depress labor standards or 
prevent union membership; and re- 
quirements that the State insurance 
reserves be deposited in a trust fund 
in the United States Treasury (to 
prevent adverse effects on the fiscal 
position of the Federal Government), 
that regular statistical reports be 
made to the Federal Government, and 
that (under a 1939 amendment) the 
employees be selected on a merit sys- 
tem basis. 

Table 2.-Social welfare expenditures as percent of gross national product, 
selected$scal years, X889-90 through 195556 

[Revised estimates] 

FiscaI years 

aross 
national 

prYFt 
billions) 

-- 

1889-90 . . . . . . . . . . . _ -. _- 
1912-n . . . . .._....-... %% 
1923-29 . . .._.._........ 104:o 

1934-35.. .............. 
1935-36.. .............. 
1936-37 ................ 
1937-38 ................ 
1938-39 ................ 
1939-40 _....._. _ . . . . . . . 
1946-41._...._~........ 
1941-42 __...__...._.... 
1942-43.......-.....-.- 
1943-44 ___._.___.. _.__. 
1944-45 ___.___._._.. _ __ 
1945-46 ___. __.. -_...._. 
1946-47 .._..._~....~ _._ 
lQ47-48 .__-............ 
1948-49 ._...... 

68.7 
77.6 
86.8 
88.0 
88.2 
95.7 

110.5 
140.5 
178.4 
202.8 
218.3 
202.1 
221.5 
245.0 
260.5 
263.0 
311.8 
336.8 
357.9 
359.7 
373.8 
403.0 

1 Less than 0.05 percent. 
2 Includes other welfare. 
* Included with public aid. 
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:Z 
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:: 
.3 
.4 

1.5 
3.0 
2.8 
2.7 
2.5 
1.8 
1.4 
1.2 
1.1 
1.2 
1.1 

3’ Educd- 
tion 

-- 

l 1.1 
1.5 
2.3 

i:: 
2.9 
3.1 
3.1 
2.9 
2.6 
2.1 
1.7 
I.5 
l.F 
1.8 
1.9 
2.2 
2.4 
2.8 

2 
2.6 
2.8 
2.9 
2.9 

-- 

BY 1937, all 48 States, Alaska, the 
District of Columbia, and Hawaii had 
unemployment insurance laws in 
effect. The benefit provisions vary 
considerably from State to State, as 
do the effective rates of contributions. 
Benefits are nominally about 50 per- 
cent of previous wages, but as a re- 
sult of Axed dollar maximums they 
have in recent years, for the country 
as a whole, been only about one-third 
of average covered earnings. There 
are also a few groups still not cov- 
ered-primarily agricultural and do- 
mestic workers and employees in 
small establishments in some States. 
In general, however, barring major 
changes in social policy, any large 
fluctuations in the proportion of the 
national output going into unemploy- 
ment insurance benefits in the future 
will result from changes in employ- 
ment conditions. The figures in table 
1 reflect the way in which unemploy- 
ment insurance benefits expand and 
contract as emDloyment falls off or 
picks up. To assess adequately the 
extent and limits of the employment 
stabilization effects of unemployment 
insurance it is, of course, necessary 
to look at month-to-month changes in 
contribution income as well as in 
benefit payments.2 

The other social insurance program 
established by the original Social 
Security Act was a national system 
of old-age insurance, now covering 
90 percent of the total paid labor 
force of the country and providing 
also disability and survivor protec- 
tion. Although old-age, survivors, and 
disability insurance benefit payments 
are somewhat affected by employ- 
ment conditions--a tight labor mar- 
ket makes possible and encourages 
employment rather than retirement 
-the major changes in payments 
under this program are long-term. 
Up to the present, aggregate beneflt 
payments under old-age, survivors, 
and disability insurance have in- 
creased (from $28 million in the fiscal 
year 1939-40 to $5,485 million in 
1955-56 and $6,665 million in 1956- 
57). There are, in addition to the 
statutory changes in the benefit 
rates, two reasons for the increase: 

*See Ida C. Merriam, “Social Security 
Programs and Economic Stability.” in Pol- 
icies to Combat Depression, National Bu- 
reau of Economic Research, Princeton 
University Press, 1956. 
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the expansion of coverage, which is 
now almost complete, and the gradual 
maturing of the program, which is 
by no means complete, as the discus- 
sion below indicates. 

The Committee on Economic Se- 
curity and the Congress in 1935 recog- 
nized that self.employed persons and 
those engaged in agriculture needed 
old-age insurance protection as much 
as did wage and salary workers. Be- 
cause of doubts as to whether a 
broader coverage could be effectively 
enforced and administered, however, 
the 1935 act covered only industrial 
and commercial employees. The 1950 
amendments resulted in the first 
major extension of coverage, bring- 
ing in most of the urban self-em- 
ployed and some agricultural workers, 
as well as a few other groups, effec- 
tive January 1951. Self-employed 
farmers were brought under cover- 
age beginning in January 1955 
(through the 1954 amendments to the 
act). Most State and local govern- 
ment employees are now eligible for 
coverage through voluntary agree- 
ments. Amendments in 1956 extended 
coverage to members of the military 
services. The only major groups in 
paid employment who are. now ex 
eluded from coverage are most Fed- 
eral civilian employees, selfemployed 
physicians, persons whose selfem- 
ployment earnings are less than $400 
a year, and nonregularly employed 
farm and domestic workers. 

The data in table 1 do not reflect 
any major change in the scope or 
character of the benefits provided 
under the program. (The original act 
had been amended, before benefits 
became payable, by the addition of 
survivor insurance, and disability in- 
surance benefits were first paid in 
August 1957,) They do reflect the 
timing of adjustments made in the 
benefit formula in response to 
changes in the value of money and 
in wage levels. The basic intent of 
a social insurance program with bene. 
fits related to wages is to assure bene- 
ficiaries of the means to achieve a 
level of living that bears some under- 
stood relationship to their level of 
living while earning. The relationship 
may vary at different earnings levels 
-the old-age, survivors, and disabil- 
ity insurance benefits, for example, 
are designed to give the Person with 
low earnings a higher proportion of 
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Table 3.-CapZtaZ outlays from pub- 
lic funds for schools and hospitals, 
fiscal years 1949-50 through 1955-56 

FIxal year Total 

Total: 
194~50~~.- .$1,532.7 
l!m-61e-.e 1,899.5 
1951-62ew.. 2,039.6 
1952-53~~- 2.400.3 
1953-54--.- 2,772.3 
1954-65-m-- 3.202.3 
195556-e-m 3,253.g 

$ y&f 

1:477:3 
1,889.9 
2,362.O 
2,736.4 
2.993.4 

1.008.3 _ - - - _ - - 302.0 
1,250.o _ _ _ - - - - 334.0 
1,415.4 __-____ 321.0 
1,750.o _ _ _ _ _ - _ 309.0 
2,x&2 _ _ _ _ _ _ - 262.0 
2,645.0 _______ 298.0 
2,800.o _ _ _ _ _ _ _ 252.0 

Hospitals 
- 

vet- 
eEUlS 

Other 

%I:: S 
115.2 
90.0 
52.2 
33.0 
27.2 

$362.3 
444.0 
447.1 
420.4 
358.1 
382. Q 
323.3 

156.2 
106.4 
115.2 

ZE 
$I 

60.3 
110.0 
126.1 
111.4 
96.1 
84.9 
71.3 

- 
hut lays for public elementary 
an d publicly controlled higher 

1 Includes capital c 
and secondary schools 
education. 

earnings, since otherwise he might 
not have enough to live at even a 
minimum subsistence level. Benefits 
may also be designed to provide a 
level of living that is close to “ade- 
quate” for the average individual or 
family, and the extent to which they 
approach adequacy may be different 
for full-time earners and for persons 
who are in the labor force part-time 
or only during part of their working 
lifespan. Whatever the intended re- 
lationships, however, they are con- 
stantly in danger of being distorted 
by changes in price and wage levels. 
At the same time concepts of what 
is appropriate are inevitably affected 
by changes in the general level of 
living resulting from changes in pro- 
ductivity and in the total national 
output. 

From 1939 to 1950, no changes 
were made in the benefit provisions 
of the Social Security Act. As a 
consequence, a worker who retired 
in 1940 and received the average 
benefit awarded in that year-$22.60 
a month- was, at the beginning of 
1950, receiving the same dollar 
amount but was able to purchase 
with it only the amount of goods 

and services he could have purchased 
in 1940 with $13.47. The 1950 amend- 
ments restored benefit levels to ap- 
proximately the same real dollar 
value they had had in 1940. Further 
increases in benefits in 1952 and 
1954 not only matched subsequent 
rises in the price level but went some- 
what further. (The differential be- 
tween the benefit levels for persons 
in the system a short time and the 
levels for those with a long period 
of contributions was also decreased 
by these benefit formula changes.) 
The tremendous increase in benefit 
payments under old-age, survivors, 
and disability insurance since 1940 
therefore does not stem, to any con- 
siderable extent, from liberalization 
in the general relative level of bene- 
fits under the program. 

The other reason for the larger 
aggregate expenditures, in addition 
to the change in benefit rates and the 
expansion of coverage, is the increas- 
ing proportion of persons reaching 
retirement age who have been insured 
long enough to qualify for benefits. 
An unemployment insurance program 
or a temporary disability insurance 
program may reach maturity in a 
few years. That is to say, since bene- 
fits are paid on a test of current at- 
tachment to the labor force and for 
relatively short durations, it is not 
long after the system is initiated 
before all workers in covered employ- 
ment have had time to acquire in- 
sured status and are thus eligible 
for benefits when they become un- 
employed or sick. Survivor benefits 
(life insurance) for younger survivors 
are also ordinarily paid after the 
worker has spent a relatively brief 
period in covered employment. Since 
such benefits may be payable to 
children from infancy to age 18, how- 
ever, some time must elapse before 
all orphans will have had Parents 
who could have been covered. At 
present, for example, about 90 per- 
cent of all children under age 18 
would receive benefits if their fathers 
should die. However, only 59 Percent 
of the children under age 18 whose 
fathers have died are now receiving 
benefits. 

An even longer time must elapse 
under programs like old-age, SurVi- 
vors, and disability insurance before 
all persons over age 65 can have 
had an opportunity to become in- 



sured. A few countries pay pensions 
of uniform amount to all persons 
who have reached a specified age. A 
needs test program can also apply 
to all persons over age 65 or any 
specified age, but an insurance pro- 
gram usually implies a relationship 
between earnings and contributions 
and benefits. If a long record of 
earnings is required, it will be many 
years before anyone can qualify for 
benefits. To achieve the program’s 
objectives with the least possible de- 
lay, benefits under old-age, survivors, 
and disability insurance were paid 
only 3 years after contributions be- 
came payable. Moreover, workers at 
or close to age 65 when the program 
started, and after each major ex- 
tension of coverage, have been en- 
abled to acquire insured status on 
the basis of only a very brief work 
history. In effect, an assumption has 
been made that such persons have 
been workers throughout most of 
their lives. The cost of their benefits 
cannot, of course, be met from their 
individual contributions. The present 
financing arrangements in effect 
make use of the employer contribu- 
tions to cover these costs. Even with 
these provisions, however, many per- 
sons now over age 65 could not be- 
come insured. Many of them will still 
be living for a number of years to 
come. 

The increasing proportions of aged 
persons in the population will affect 
future outlays as well. Without any 
changes in coverage or benefit pro- 
visions, therefore, expenditures under 
the program will inevitably increase 
for many years. How large the in- 
creases in aggregate expenditures will 
be in relation to the gross national 
product will depend on the extent to 
which beneflt levels are kept in the 
same relation to earning levels as at 
present. It is clear, however, that 
social insurance, and especially old- 
age, survivors, and disability insur- 
ance, will become an even more im- 
portant element in the total social 
welfare picture than it has been up 
to now. 

The time factor in the growth of 
old-age, survivors, and disability in- 
surance has a bearing on trends in 
expenditures for public assistance, 
and particularly for old-age assist- 
ance. A large proportion of the pres- 
ent old-age assistance caseload is 
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made up of persons too old to have 
had an opportunity to qualify for 
social insurance benefits. The aver- 
age age of persons receiving old-age 
assistance is over 75. Many are in 
institutions or nursing homes and 
presumably will stay on the rolls for 
the remainder of their lives. Old-age, 
survivors, and disability insurance 
has had a major impact on old-age 
assistance in reducing the number 
of persons coming on the rolls. The 
proportion of the total population 
aged 65 and over receiving old-age 
assistance dropped from 22 per 100 
in 1940 to 17 per 100 in 1956. A 
still small but growing part of the 
old-age assistance load is made up 
of persons receiving assistance to 
supplement old-age, survivors, and 
disability insurance benefits that are 
inadequate for their basic needs or 
for such special needs as medical 
care. 

Old-age, survivors, and disability 
insurance has also had a major effect 
on the aid to dependent children pro- 
gram. In earlier years the great 
majority of children receiving aid 
to dependent children were orphans. 
Now only 13 percent of the caseload 
is in need because of the death of 
the father; the others need assistance 
for such reasons as the disability of 
the father or, more frequently, his 
absence because of estrangement. It 

will be some years before the dis- 
ability insurance benefits can have 
any significant effect on either aid 
to dependent children or aid to the 
permanently and totally disabled. 
The total dollar expenditures for pub- 
lic assistance are affected by popula- 
tion growth and changes in the price 
level. As table 4 shows, per capita 
expenditures for public aid, adjusted 
for price changes, have increased 
relatively little since 1950. 

Social Welfare and Other 
Government Expenditures 

Another perspective on social wel- 
fare expenditures in the United 
States is gained from looking at 
them in relation to all government 
spending for all purposes (table 5) . 
The long-term changes in this rela- 
tionship are particularly interesting 
and significant. Social welfare ex- 
penditures as defined here repre- 
sented a larger part of all govern- 
ment expenditures in 1890 than they 
do today. The difference is even 
greater when the comparison is for 
expenditures from general revenues 
only, since there were no social in- 
surance expenditures of any magni- 
tude until after 1935. 

In 1890, about 40 percent of the 
Federal budget and 36 percent of all 
State and local expenditures went 
for social welfare programs. The vet- 

Table4.-Social welfare expendituresper capita under civilianpublic programs, 
actual and 1956 prices, selected fiscal years 1934-35 through 1955-56 

lw!al genl 

1934-35 ............ 
193~0 ............ 
1944-45 ........... 
1949-.5X _ _ ........ 

1953-54....-....-.. 
195~55.......... 
1955-56............ 

Percentage change, 
1956 from 193<5: 

hctunl expendi- 
tures.. __. . 

Expenditures in 
1956 prices... 

- 

- 

-- 

Per capita 1 socisl welfare expenditures 
Social welfare 

expenditures in 
1956 prices 

social 
I1;;)lth Other 

insur- Public medi- wel- veter- 
Total am 

ance aid Cd fari? ‘X0- 
serv- serr- grsms millions) capita 1 
ices ices 

sg:;; 
62.86 

MO. 75 
159.36 
164.72 
171.57 
184.95 
200.10 
210.79, 

I?: ii 
10.731 
31.78 
31.59 
37.22 
42.66 
SC?. 33 
61.3i 
64.631 

5g.;l 

8: 10 
16.64 
17.20 
16.97 
17.62 
17.69 
18.68 
IQ.01 

y:;; 
7.83 

15.93 
17.75 
18.55 
1s. 72 
18.90 
19.13 
19.84 

$fpi 
2124 
4.11 
4.39 
4.44 
4.92 
5.511 
5.51 
6.20 

$3:; 5;;:m4.- 
7.19 

43.59 

28.68) 

36.55 8: 3 
31.01 56.321 
27.28 
2F.12 lit ii 
27.19 28.20 $2 

_.._.- $13,487.3 
$0.03 17,502.5 

.OQ 12.Oi3.0 

.08 27,355.1 

.21 25,674,s 

.22 25.638.7 

.30 26,756.2 

.41 29,112.6 

.55 329252.3 

.68 34,622.6 

s:m: g 
94.95 

182.46 
170.44 
168.43 
172.95 
184.77 
200.70 
210.79 

-;ni +292/ +597) 

-59; +96j +301! +I08 ___..___ +2521 

+6941 ill21 . ..__.._ 1 MO;~ ;J 

I Per capita figures relate to total civilian population of the continental United States as of the end of 
December. 

2 For actual expenditures, see table 1. 
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erans’ programs accounted for most 
of the Federal expenditures and edu- 
cation for most of the State and 
local spending in this area. The in- 
tervening years have seen a great 
increase in social welfare programs 
but an even greater increase in other 
functions of government. The over- 
shadowing change in the Federal 
budget has been the increase in mili- 
tary and defense spending. Both the 
Federal and the State governments 
have increased other activities as well 
-road and airport building, agricul- 
tural price support, land conserva- 
tion, subsidies to shipping and avia- 
tion, support for scientific research, 
and so forth. By 1955-56, social wel- 
fare expenditures from Federal funds 
represented 20.5 percent of all Fed- 
eral expenditures. Only 11.7 percent 
of all Federal expenditures from 
general revenues went for social wel- 
fare purposes. State and local funds 
for social welfare represented about 
57 percent of all State and local gov- 
ernment expenditures. Education took 
about 36 percent and other programs 
18 percent of State and local general 
revenues alone. In all these compari- 
sons Federal grants-in-aid are treated 

as Federal funds though they go to 
support programs administered by 
the States or localities. 

Over the 65-year span since 1890 
the change in the relative importance 
of Federal and State-local financing 
of social welfare expenditures has 
been less than might be expected. 
In the earlier period, the responsibil- 
ity of the Federal Government for 
veterans’ programs and of State and 
local governments for education re- 
sulted in a roughly l-to-2 division of 
total social welfare costs. On the one 
hand, the national old-age, survivors, 
and disability insurance program, the 
expansion of veterans’ beneflts, and 
the use of Federal grants-in-aid for 
other welfare programs, and on the 
other hand the expansion in the 
States of public education, public 
health, and public welfare programs 
resulted in a 42.to-58 division of the 
total costs in 1955-56. With the con- 
tributory social insurance program 
omitted, 31 percent of social welfare 
expenditures from general revenues 
in 1955-56 came from Federal funds 
and 69 percent from State and local 
funds. The most significant long-term 
shifts that have occurred in the 

financing of the programs have been 
those from local to State funds and 
from general revenues to earmarked 
contributions. The latter shift may 
also, within a few years, substantially 
alter the overall Federal and State- 
local ratios. 

Program Definitions 

Table 5.-Social welfare expenditures in relation to government expenditures 
for all purposes, selected fiscal years 1889-90 through 195546 

[Revised estimates] - 
I Social welfare expenditures 

Fiscal 
YPar 

Total *s 
percent of 
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Fr0Ul 
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s per- 
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pll*- 
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Social welfare expenditures from 
general revenues 

Fro111 state 
and local 
funds as 

percent of 
State-local 

expenditures 
for all 

prlrposPs 2 

Total as 
Percent of 

government 
expenditures 
from general 

revenues 

From State 
and local 
funds as 

percent of 
State-local 

expenditures 
from general 

*eVC*“PS 

All 
pro- 

grnms 

All 
except 
,duca- 
tion 

All 
pro- 
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All 
pm- 
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:xept 
~dUC;t- 
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All 
pro- 
:rams 

All 
,xcept 
!dllCib 
tion 

All 
xcept 
vet- 

All 
pro- 
:rams 

All 
?xcept 
:duo?- 
tion 

Any attempt to take a broad view 
of social programs and developments 
runs into questions of definition. The 
general principles of inclusion and 
exclusion followed in this series, as 

well as the basis for internal classi- 
fication of the data, have been de- 
scribed in some detail in the earlier 
articles. In general, social welfare 
programs are defined to include the 
major public programs directed spe- 
cifically toward promoting the well- 
being of individuals and families. 
Programs directed toward economic 
development, price support or con- 
trol, or similar objectives are not 
included even though they may have 
important consequences for social 
welfare. Expenditures under social 
welfare programs are grouped and 
classified essentially on the basis of 
administrative structure. To the max- 
imum extent possible, however, the 
data are subclassiiled in such a way 
as to permit significant regroupings. 
It is possible, for example, to derive 
from table 1 a figure that brings to- 
gether expenditures under health pro- 
grams and those for hospital bene- 
fits and medical services under work- 
men’s compensation, temporary dis- 
ability insurance, and vocational re- 
habilitation. All veterans’ benefits 
are grouped together but subclassi- 
fied so that data for pensions and 
compensation can be regrouped with 
social insurance, medical care with 
health expenditures, and educational 
benefits with education. 

38 20 
:: :i 

1934-3Le.m 
193+40...-- 
1944-45.-.-e 
1949-50.-.-. 
195~5l.w- 
1951-&L.... 
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35.5 
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21.5 
14.6 
13.9 
16.2 
19.2 
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:i 
10 

:t 
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38 
34 
42 

f 
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_- 
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36 

2 
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:i 

56.2 23.0 
63.5 33.0 
67.6 26.0 
66.4 32.2 
63.2 27.8 
61.2 25.9 
66.3 24.7 
58.0 24.6 
.58.5 24.5 
,S6.7 22.2 

51.0 
46.2 
6.6 

33.4 
31.0 

$2 
23.8 
24.9 
25.7 

33.7 
30.2 
3.3 

21.1 
18.8 
13.1 
11.7 
12.7 
13.2 
13.5 

46.5 
32.8 

1.8 
19.7 
16.9 
10.6 

9. 3 
IO. 6 
11.4 
11.7 

55.2 21.8 
60.5 27.9 
65.9 23.3 
62.2 24.3 
60.6 23.x 
.%?.x 21.2 
57.7 20.3 
A5.3 18.Q 
54.1 18.2 
54.1 17.7 

1 Expandltures from general revenues and from omitted in computing percentages. 
social insurance trust funds; the portion of work- 2 Includes expenditures from State accounts in the 
men’s compensation and tern orary disability insur- 

K . 
unemployment trust fnnd but excludes Federal 

am% payments made tbroug Prwate carriers was grants-in-aid. 

Excluded from this social welfare 
series are certain public expenditures 
that might be included in a series 
designed to be completely compre- 
hensive with respect to health or 
education. In addition to relatively 
small and marginal items such as 
employee health services maintained 
by government agencies, which are 
not readily identifiable on a continu- 
ing basis, the major exclusions are 
expenditures by the Military Estab- 
lishment. The amounts are not very 
large, although if they were added 
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to the figure for Federal expenditures 
for these purposes they would raise 
the totals significantly. Expenditures 
by the Department of Defense for 
medical care for members of the 
Armed Forces (and to a limited ex- 
tent for others, such as retired mili- 
tary personnel and Members of Con. 
gress) have amounted to some $260- 
$270 million in each of the past few 
years. During war periods, they 
would, of course, be much larger. 

In the fiscal year 1955-56, the De- 
fense Department spent $16.9 million 
on the Military Academies and $8.6 
million for the education of military 
personnel at civilian colleges and 
universities. In addition, $9.3 million 
was spent for the off-duty educational 
program for servicemen. 

If one were concerned primarily 
with a measure of the total resources 
going into health services or into 
education and training, these expend- 
itures by the Military Establishment 
undoubtedly should be included. It 
can be argued that in peacetime the 
medical care provided to servicemen 
is merely a substitute for similar 
care that they would or should be 
getting if they fell sick or were in- 
jured in civilian life. The same type 
of argument cannot be advanced with 
respect to military education, for the 
pattern of what is learned and taught 
is dictated by a military purpose, and 
though some of the education re- 
ceived may be transferable to non- 
military uses, much of it is not. 

The determining consideration has 
been that one of the primary uses 
of the social welfare expenditure 
series is to provide a measure of the 
share of the national output or of all 
government spending that is going 
at any time to what would generally 
be regarded as social welfare pur- 
poses-as distinguished from other 
purposes. From this point of view, 
amounts spent by the Defense De. 
partment for the health and the edu. 
cation of military personnel are more 
appropriately classified as military 
expenditures than as social welfare 
expenditures. The general principle 
followed, therefore, has been to in- 
clude in the series only those ex. 
penditures made under civilian pro. 
grams. 

There are, however, no easy or 
completely clear-cut answers in mat- 
ters involving social institutions or 
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social values. Should the dependents 
of servicemen be considered as part 
of the Military Establishment or as 
civilians-particularly when most 
servicemen are not career military 
employees but drafted personnel? The 
issue arises with respect to the health 
services provided under Medicare- 
the new program 3 for dependents of 
servicemen outside military installa- 
tions. Since this program did not 
start operations until December 1956, 
after the end of the period covered 
by table 1, the decision concerning 
its inclusion in the series did not 
have to be made this year. Inclusion 
of the Defense Department’s expendi- 
tures for the schools for children of 
military and Federal civilian em- 
ployees abroad ($1’7.5 million in 1955- 
56) poses a somewhat similar prob- 
lem. This year, however, table 1 was 
revised to include such expenditures, 
previously omitted. on balance, it 
seemed preferable to treat these ex- 
penditures as a reflection of the na- 
tional policy of providing from public 
funds for the education of all chil- 
dren and to regard as incidental their 
inclusion in the Defense Depart- 
ment’s budget. 

Veterans’ beneflts and military re 
tirement pensions have been included 
in the series from the outset on the 
ground that at the time benefits are 
paid the recipients are in civilian 
life. In part they receive these bene. 
fits in lieu of similar protection that 
they might have acquired under civil- 
ian programs had they not been in 
military service. It is true that the 
service-connected pensions and medi- 
cal care for veterans, in particular, 
represent payment for a risk that 
would not have arisen except for 
their military service. In any ac- 
counting of the total costs of war, 
veterans’ benefits should certainly be 
included as war-related. On the other 
hand, omitting them from the social 
welfare series would give an incom- 
plete picture of the income-mainte- 
nance and medical care benefits avail- 
able to the civilian population. It is 
also desirable to include veterans’ 
benefits in the social welfare series 
for the United States to make corn. 

*See Maior General Paul I. Robinson. 
“Medicare:- Uniformed Services Program 
for Dependents,” Soc& Security BuUeti?l, 
July 1957. 

parisons with other countries that 
provide for their veterans primarily 
through the social insurance and 
medical care programs for the gen- 
eral population. 

A related but somewhat different 
question is sometimes raised concern- 
ing the inclusion in the series of 
benefits under the railroad retire- 
ment and public employee retirement 
systems. Here the question is whether 
these systems are properly regarded 
as social insurance programs. The 
answer cannot be entirely clear cut. 
From one point of view, the railroad 
retirement and civil-service retire- 
ment systems are simply substitutes 
for coverage under the general social 
insurance program. Most countries 
have developed retirement systems 
for special groups in advance of a 
general system. Many countries re- 
tain special systems for such occu- 
pations as miners, seamen, and rail- 
road workers as well as for govern- 
ment employees. The fact that the 
benefit structure may be more favor- 
able under the special systems does 
not seem controlling as to their classi- 
fication. Some social insurance sys- 
tems vary benefit levels in relation 
to occupation as well as to earnings 
levels. When Congress was consider- 
ing extension of old-age, survivors, 
and disability insurance to Federal 
employees in 1956, much of the dis- 
cussion treated the existing civil- 
service retirement system as a substi- 
tute for coverage under the general 
social insurance program. 

On the other hand, part of the 
argument for continued exclusion of 
Federal employees from old-age, sur- 
vivors, and disability insurance cover- 
age was that benefits for long-service 
employees were more nearly adequate 
under the civil-service system. Recent 
proposals for increasing the benefits 
under military retirement and other 
special systems have used both the 
argument that the protection should 
be equal to that under old-age, sur- 
vivors, and disability insurance and 
the argument that, to attract man- 
power, the beneflts should be modeled 
on those under private employee 
benefit plans. 

The analogy with private employee 
benefit plans is closer when the spe. 
cial system is supplementary to old- 
age, survivors, and disability insur- 
ance coverage. As of January 1957, 



almost 1 million State and local gov- 
ernment employees were covered by 
both old-age, survivors, and disability 
insurance and a special retirement 
system. Tennessee Valley Authority 
employees, as a result of a 1956 
amendment and the subsequent modi. 
fication of their special system, also 
have dual coverage.4 At some time 
in the future it might seem prefer- 
able, on balance, to exclude benefit 
payments under such supplementary 
systems from a social insurance or 
social welfare series. At present and 
for some years to come, however, the 
great bulk of the payments under 
these special systems will be going to 
persons who retired before the sys- 
tems were made supplementary. For 
the time being, at least, they will con- 
tinue to be treated as substitutes for, 
and therefore classed as, social in- 
surance benefits. 

Private Welfare Expenditures 
Information about private “wel- 

fare” expenditures is much less read- 
ily available than information rela- 
ting to public programs. Some sig- 
nificant check points can, however, 
be identified. 

With respect to the relation be. 
tween total private and total public 
spending for purposes that have come 
to be regarded as social welfare in 
nature, it is possible to compare the 
general magnitudes involved. Between 
‘75 percent and 80 percent of all ex- 
penditures for civilian education in 
the United States is from public 
funds. Private expenditures for edu- 
cation in 1955-56 included about 
$514 million for construction and $3.3 
billion in current expenditures, About 
40 percent of these current expendi- 
tures went for higher education, com- 
pared with about 11 percent of pub- 
lic expenditures. 

For medical care and health serv- 
ices, private expenditures are con- 
siderably larger than those made un- 
der public programs. In the fiscal 
year 1955-56, for example, private 
medical care expenditures were about 
$11,690 million and public expendi- 
tures for civilian health purposes 

4 See Robert J. Myers, “Tennessee Valley 
Authority Retirement Plan: Coordination 
With Old-Age, Survivors, and Disability 
Insurance.” Social Secwlty Bulletin. Sep- 
tember 1957. 
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Table 6.-Estimated expenditures for personal health sewices, selected fiscal 
years, 1928-29 through 1955-56 

[In millions] 

Expenditures 192329 

Total __.____________ _ _....___.. 53,175.O 

Public program expenditures, total.. 275.0 
Hospital and medical care (other 

then veterans’)... _____... --.__ 215.0 
Veterans hospital and medical cure. 30.0 
Maternal and child heslth serv- 

ices...-.-..-...-....--.--...--- 5.0 
Workmen’s compensation _____.._._ 25.0 
Public assistance, vendor pay- 

ments... ____ -.- _..__.. _ . ..__.._ .._. _ .--.-. 
Medical rehabilitation _..._...__._. __.._..-_. 
Temporary dissbility insurance, 

hospital beriefits _.._ .._.______. ~..i.~oo~o 
Private expenditures _______ _..___ -_. , 

Public expenditures as percent of 
totnl.-.~...................~~..~- 8.7 

- 

_- 

_ 
_- 

- 

1939-40 I I 1944-45 1949-50 1 1954-55 1955-56 

$3,490.8 

amounted to $4,614 million. Since 
some of the public health functions, 
such as environmental sanitation, 
quarantine and epidemic control, and 
food and drug inspection, could hard- 
ly be carried out except by govern- 
ment agencies, a more significant 
comparison would relate to expendi- 
tures for personal health services 
only. Such a comparison can be only 
approximate, since the line between 
personal health services and public 
health activities is not at all clear- 
as in the program for venereal dis- 
ease control or that for distribution 
of the Salk poliomyelitis vaccine, for 
example. 

Under a narrow definition of per- 
sonal health services-that is, ex- 
cluding all community and general 
public health activities-it would ap- 
pear that a little more than one-fifth 
of all expenditures for personal 
health care is now being made under 
public programs (table 6). It is of 
interest to compare this figure with 
the proportion paid through private 
health insurance or prepayment ar- 
rangements. In the fiscal year 1955- 
56, private insurance payments were 
about 19 percent of all expenditures 
for personal medical care; 21 percent 
of these expenditures were made 
from public funds.5 Expenditures un- 

5 In most discussions of private health 
insurance, its coverage is measured in 
relation to all private medical expendi- 
tures only. In the fiscal year 1955-56, pri- 
vate insurance covered 24.1 percent of the 
private medical bill. 

-l---l---l--- 
16.9 ( 13.6 1 20.0 1 21.7 

$14,766.2 

3,166.Z 

1,705.a 
730.0 

104.1 
340.0 

252.6 
11.0 

22.7 
11,660.O 

21.4 

der private insurance and prepay. 
ment arrangements have in the past 
few years been increasing at a faster 
rate than public expenditures for per- 
sonal health services. From 1948-49, 
the first year for which comparable 
estimates have been made, to 1955- 
56 private insurance payments in- 
creased from 7.4 percent to 18.9 per- 
cent of total personal health care 
costs while public expenditures went 
up 2 percentage points-from 19.4 
percent to 21.4 percent. 

Private pension plans paid out 
about $725 million in 1955-56, com- 
pared with $5.5 billion under old-age, 
survivors, and disability insurance 
and a total of $7.4 billion under that 
program and the railroad retirement 
and public employee retirement sys- 
tems. In most instances, the private 
annuity supplemented an old-age, 
survivors, and disability insurance 
benefit. Very few private pension 
plans pay survivor benefits except 
when a retiring employee has elected 
to receive a reduced benefit. Death 
benefit payments under group life 
insurance in 1956 are estimated by 
the Institute of Life Insurance to 
have been $700 million, and payments 
under all types of policies, including 
those individually purchased, $2.4 
billion. 

In 1955 private cash sickness in- 
surance payments (not including 
payments by private carriers or self- 
insurers under the public laws of 
California, New Jersey, and New 
York) amounted to $506 million and 
paid sick leave in private industry 



amounted to approximately $304 mil- 
lion.6 

It is estimated that private con- 
tributions for all philanthropic and 
religious purposes in 1956 amounted 
to about $5.8 billion. About $3.1 bil- 
lion of the total went to religious or- 
ganizations. Private charitable or- 
ganizations spent for health purposes 
about $800 million, including about 
$90 million spent by religious organi- 
zations. Perhaps $1.2 billion, includ- 
ing $290 million from church funds, 
went for welfare services-family 
counseling, specialized services for 

6 For an analysis of the extent of pro- 
tection against sickness costs in 1955, see 
the Sociel Security Bulletin, January 1957, 
pages 4-6. 

children, recreation, group work, in- 
stitutional care, and similar services. 

Social welfare programs as they 
have developed in the United States 
represent a combination of public and 
private and of national and local re- 
sponsibilities that is different from 
that found in almost any. other coun- 
try in the world. The use of the 
grant-in-aid device, which keeps the 
administration of social welfare pro- 
grams in the States and localities 
but still draws on the broader fiscal 
resources of the Federal Government 
to help finance the programs and to 
achieve at least a partial equalization 
of costs and benefits between regions, 
has been more fully developed in 
this country than anywhere else with 

the possible exception of Canada. At 
the same time the almost universal 
coverage of the national old-age, sm= 
vivors, and disability insurance pro- 
gram is rapidly building up a base 
of nondiscretionary income payments 
to major groups of nonearners in 
the population that is as important 
to the functioning of the national 
economy as it is to the welfare of 
the beneficiaries. 

No social welfare structure is ever 
completed. Concepts both of what is 
desirable and of what is possible will 
change. No picture of the United 
States today is valid or meaningful, 
however, unless it includes the Na- 
tion’s social welfare goals and 
achievements. 
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