Social Welfare Expenditures in the
United States, 1956—57

This review and analysis of social welfare expenditures in the
United States continues the annual series presented by the

Bulletin.

Certain changes in the items included and in the

grouping of individual items have been made in this year's
article, based in part on the advice of a small group of consult-
ants who reviewed the concepts underlying the series and some
of the problems of definition and classification involved.

the development in country

after country of social wel-

fare programs of increasing scope
and complexity, Perhaps as signifi-
cant as the programs’ expansion is
the growing recognition of the essen-
tial nature of their function in a
modern industrialized economy. The
shift from an agricultural society and
the extended family system to an
economy based on division of labor,
complex technologies, the small uni-
tary family, and a money-and-credit
system of distributing income has
necessitated a parallel shift in the
social basis for caring for nonproduc-
ing groups in the population. The
skills and competencies required in a
technologically developed society, as
well as the skills and wisdom neces-
sary for the development of public
policy in an interdependent world,
give both a new importance and a
new character to education and edu-
cational services. Science has trans-
formed medical care from a personal
art into a highly organized and multi-
faceted discipline. Urban and sub-
urban living have created new de-
mands for socially organized health
and welfare services. Rising levels
of living have brought to the fore
the problems of groups with special
handicaps or unusual needs and made
possible a variety of special services
for them. .
In individual countries, in interna-
tional organizations, and among
many different professional groups
there have been in the past few years
increasingly numerous attempts to
measure the aggregate resources be-
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ing used for social welfare purposes
and to evaluate the social and eco-
nomic effects of social welfare ex-
penditures. Such analysis faces as
an initial obstacle a lack of clearcut
definitions, as well as a lack of data.
Social programs, much more than
methods of production or even eco-
nomic organization, carry the marks
of the history and culture of the
nation in which they have developed.
International comparisons in the so-
cial field are not readily made and
must usually be accompanied by
many qualifications. They are becom-
ing more meaningful, however, both
through the efforts of various agen-
cies of the United Nations to achieve
commonly understood and commonly
accepted classification systems and
through refinement of the data avail-
able for individual countries.

The series on social welfare expen-
ditures that has been presented in the
SocIAlL SECURITY BULLETIN beginning
in 1951 attempts to bring together
basic data of this kind for the United
States. The articles have also shown

trends in the proportion of the econ-'
omy’s total output and of total gov-:

ernment expenditures and Federal,
State, and local government expendi-
tures going into such programs. The
data have always been presented with
numerous classifications to permit re-
grouping for special purposes. Never-
theless, there have remained—and
will always remain—many problems
of inclusion or exclusion and of the
grouping of individual items to make
the series most useful.

This spring the Division of Pro-
gram Research asked a small group
of consultants to review some of these

problems and to advise both on spe-
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cific questions and on any general
points they wanted to raise. Their
review was of great value. On a num-
ber of points, the consultants were
not in compilete agreement. On many
others, there was a consensus. The
decisions that are reflected in the
tables presented this year and dis-
cussed below are the responsibility of
the Division. They were made with
much greater assurance because of
the consultants’ advice.

To some extent, the decisions rep.
resent new or continuing compro-
mises with the hard facts of limited
staff time and unavailability of data.
Since some of these conditions may
change in future years, it may be
desirable to indicate the general di-
rections in which it is planned to
develop the series.

Whatever definition of social wel-
fare programs or activities is used,
there are several different contexts
in which it is desirable to look at
social welfare expenditures. The pri-
mary one around which the series
has been organized is that of pro-
gram expenditures. This classification
identifies total expenditures, includ-
ing costs of administration, under
designated programs-—in this in-
stance, civilian public programs of
income maintenance, health, educa-
tion, public housing, and other wel-
fare services. The data thus com-
piled give a measure of the shares
of the total national output and of
all public expenditures that have

. been going to these designated pro-
| grams.
i The use in the series of this con-

\ﬁv‘(:‘ept has resulted in the inclusion of
all expenditures for statutory work-

en’s compensation and temporary
‘Oisability insurance benefits —even
t}mse amounts paid by private insur-
ets or directly by employers as self-
inﬁurers. Here the statutory require-
meént for benefit payments is re-
gafrded as overriding, and the pro-
gram as a whole is treated as social
insurance. For the health, education,
and| welfare services, however, the
prog&am boundaries implied in the
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series are those of the services pro-
vided from public funds.

An alternative approach would be
to look at all the services provided
by publicly administered hospitals,
schools, and welfare or other agen-

cies——whether financed from .public ,

funds, private fee payments, or gifts.
It is hoped to develop at a later time
estimates that will make it possible
to supplement the basic series with
another showing total costs of pub-

licly..administered-social -welfare pro-
grams by source of funds.

A third, and for some types of an-
alysis the most significant, organiz-
ing principle centers not around pro-
grams but around purposes or func-

Table 1.—Social welfare expenditures under public programs, fiscal years 1954-55, 1955-56, and 1956~57!

[In millions; revised estimates]

Total expenditures From Federal funds From State and local funds
Program
1956-57 1955-56 1954-55 1956-57 1955-56 1954-55 1956-57 1955-56 1954~55
otal . - e $37,900.3 | $34,506.1 | $32,144.2 | $17,327.5 | $15,367.5 | $13,909.6 | $20,572.9 | $19,228.5 | $18,234.9
Social insuranee__ ... ... __.__._ 12,457.9 10,623.3 9,864.5 8,047.2 7,528.0 6,428.9 3,510.8 3,005.3 3,435.8
Qld-age, survivors, and disability insurance 6,665.9 5,485.2 4,436.3 6,665.9 5,485.2 4,436.3 -
Railroad retirement________________._____.___ 706.8 603.2 575.6 706.8 603.2 575.6 .-
Public employee retirement 2 1,756.2 1,560.2 1,364.5 1,039.2 935.2 799.5 717.0 625.0 565.0
Unemployment insurance and employment service 3 1,841.1 1,621.4 2,113.9 336.7 338.9 354.1 1,504.5 1,282.5 1,759.9
Railroad unemployment insurance________...____..._ 88.1 59.7 158.7 T -
Railroad temporary disability insurance... 52.0 52.7 54.2 7
State temporary disability insurance, total. 257.2 233.0 218.8 .2 . .
Hospital and medical benefits 4 25.4 22.7 20.6 - 4 . .
Workmen's compensation, totals_._ 1,090.6 1,007.9 942.5 58.5 53.1 50.5 1,032.1 954.8 892.1
Hospitalization and medical bene. 360.0 335.0 315.0 7.3 6.8 6.9 352.7 328.2 308.1
Publicaid___._____ __ . _ . __.__ 3,306.9 3,113.1 3,001.5 1,688.3 1,553.8 1,502.7 1,618.5 1,559.8 1,498.8
Public assistance 6__ 3,228.9 3,022.1 2,939.6 1,610.3 1,462.8 1,440.8 1,618.5 1,559.3 1,498.8
Other 7 78.0 91.0 61.9 78.0 1.0 61,9 | el
Health and medical programs 8 3,409.9 3,077.4 2,969.7 1,202.7 998.4 982.7 2,207.2 2,079.0 1,987.1
Hospital and medical care___ 2,227.3 2,125.8 2,062.1 643.0 630.8 673.1 1,584.3 1,495.0 1,379.0
Civilian programs..._____.___. 1,673. 1,577.8 1,449.5 89.0 82.8 70.5 1,584.3 1,495.0 1,379.0
Defense Department and Medicare. 554.0 548.0 602.6 554.0 548.0
Maternal and child health services ¢ 113.9 104.8 93.4 31.6 28.3
Medicalresearch o________________ 183.0 115.9 105.9 183.0 115.9
Other public health activities 11_ 444.5 382.8 327.0 170.9 127.3
Medical facilities constraction.____ 441.2 348.1 391.3 174.2 96.1
Defense Department.__ . 83.4 25.8 8.9 83.4 25.8
Other_____..___.____ 357.8 322.3 382.4 90.8 70.3
Other welfare services_._._.____._. 754.5 683.1 565. 6 375.7 321.7
Vocational rehabilitation, total , 65.0 55.0 42.1 43.2 36.4
Medical rehabilitation 12______ 14.7 12.2 9.4 9.9 8.0
Institutional and other care 13_ 167.0 189.1 149.9 33.2 50.3
Schoollunch____._.______ . 362.7 293.2 238.4 291.0 227.7
Child welfare 14____ 159.8 145.8 135.2 8.3 7.3
Veterans’ programs 15______ 4,681.2 4,612.4 4,363.3 4,641.9 4,523.2
Pensions and compensation._ . 2,906.5 2,826.0 2,712.3 2,906. 5 2,826.0
Health and medical services. . 769.7 750.7 755.0 769.7 760.7
Hospital and medical care.. 732.9 723.5 722.0 732.9 723.5
Hospital construction.____ 36.8 27.2 33.0 36.8 27.2
Education______.__.._.__ 811.0 803.5 700.0 811.0 803.5 . -
Welfare and other_ 194.0 232.2 196.0 154.7 143.0 134.4 9.3 61.6
Education. ... _...._____. 13,170.3 12,376.2 11,291.0 371.1 351.5 374.4 12,799.2 10,916.6
Elementary and sccondary, total 11,644.3 | 11,007.1 | 10,044.3 297.2 200.6 316.3 | 11,347.1 9,728.0
Construction._____.__._______. 2,839.5 2,599.2 2,370.6 114.5 110.3 141.3 2,725.0 2,229.3
Hi(gher education and other, total_ 1,525.9 1,369.2 1,246.7 73.8 61.0 58.1 1,452.1 1,188.6
onstruction. ... ___ ... 381.6 345.5 312.1 3.3 4.7 5.4 378.3 306.7
Public housing .. e 119.6 110.6 88.6 100.6 90.9 74.0 19.0 14.6

! Data represent expenditures from public funds (general anl special) and
trust accounts, and other expenditures under public law; exclude transfers to
such accounts and loans; include capital outlay for hospitals, public elementary
an'd.secor}dary schools, and publicly controlled higher education; include ad-
ministrative expenditures. Fiscal years ended June 30 for Federal Government,
most States, and some localities; for other States and localities fiscal years cover
various 12-month 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 contincental
United States. (State temporary disability insurance programs operate in 4
States only.)

? Excludes refunds of employee contributions to those leaving service. Federal
expenditures include retirement pay of military personnel,

¢ Includes unemployment compensation for veterans of the Korean conflict
and for Federal employees.

4 Included in total shown directly above; excludes administrative expenditures,
not separately available but included for entire program in preceding line.

® State data represent payments by private insurance carriers, State funds,
and self-insurers of benefits payable under State law and estimated State costs of
administering State funds and of supervising private operations. Adminis-
trative costs of private insurance carriers and self-insurers not available.

¢ Old-age assistance, aid to dependent children, aid to the blind, aid to the
bermanently and totally disabled, and, from State and local funds, general
assistance.

? Value of surplus food distributed to needy persons.

3 Excludes expenditures for domiciliary care (in insti{tutions other than mental
or tuberculosis) included under institutional care; excludes health and medical
services provided in connection with veterans’ programs (except medical re-
search), public education, public assistance, workmen’s compensation, State
temporary disability insurance, and vocational rehabilitation (included in total
expenditures shown for those programs); also excludes direct expenditures for
international health activities and certain subordinate medical program ex-
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penditures, such as those of the Civil Aeronautics Administration, Bureau of
Narcotics, Bureau of Mines, National Park Service, and U.S. Civil Service
Commission.

¢ Expenditures for the crippled children’s services and maternal and child
health services programs under the Social Security Act.

10 Medical research expenditures of the Public Health Service, Food and Drug
Administration, Veterans Administration, Atomic Energy Commission, and
Defense Department.

It Excludes expenditures for water supply, sanitation services, and sewage
disposal but includes regulatory and administrative expenditures in connection
with these activities; also includes expenditures for medical equipment and
supplies in civil defense.

12 Tncluded in total shown directly above; excludes administrative expenditures
but includes Federal grants for research and demonstration projects of $300,000
for 1954-55, $1,200,000 for 1955-56, and $2,000,000 for 1956-57.

13 Includes expenditures for homes for adults (other than veterans) and for
dependent or neglected children (exclusive of fees), and value of surplus foods
for nouprofit institutions.

14 Services under the Social Security Act. Excludes expenditures of courts
and public institutions serving children, public day-care centers, and appropri-
ations made directly by legislatures to voluntary agencies or institutions.

18 Excludes Federal bonus payments, appropristions to Government life
insurance trust fund, and accounts of several smail revolving funds. State and
local data represent State expenditures for bonus and other payments and services
for veterans; local data not avatlable. Burial awards included with pensions
and compensation. Medical research, previously included under health and
medical services, now combined with “medical research’” above. Vocational
rehabilitation, specially adapted homes and automobiles for disabled veterans,
counseling, beneficiaries’ travel, loan guarantees, and domiciliary care classified
as welfare and other.

18 Federal and State subsidies (and administrative costs) for low-cost housing.
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tions. This analytic framework .has
been used in the regrouping of data
on expenditures for medical care and
in the summary information on pri-
vate welfare expenditures that was
given in the text of earlier articles in
the series. In the 1857 article, data
on public and private expenditures
for personal health services were
brought together for selected years
from 1928-29 through 1955-56. This
year’s article presents a still more
comprehensive analysis of all health
and medical expenditures, public and
private, using somewhat revised defi-
nitions as discussed below. In sub-
sequent years, it is planned to have
a similar analysis for education and
for certain welfare services.

Income meintenance involves some-
what different conceptual problems.
From one point of view, the analogue
of total expenditures for health and
medical care would be the total in-
come (or expenditures) of the aged,
the disabled, the unemployed, or
any other special population group.
Such an analysis would show the pro-
portions of aggregate disposable per-
sonal income going to these desig-
nated groups, compared with the rest
of the population, and also the pro-
portion from ©public and private
sources in each case. Another and
for most purposes a more realistic
and useful concept of total income
maintenance would encompass organ-
ized income-maintenance payments
through public programs, private
group-insurance plans, and private
philanthropic support. Payments un-
der individually purchased insurance
might also be included or alternative-
ly might be treated in the same way
as income derived from other forms
of individual savings and omitted
from this more restricted measure
of organized income-maintenance ex-
penditures. Table 5 uses the latter
alternative, but some data on indi-
vidual insurance are presented in the
text.

For many analytic purposes, infor-
mation is needed not merely on the
unduplicated total of expenditures
for a particular purpose and on the
portion from private and from pub-
lic funds but alsc on the interchange
between the public and private sec-
tors. For this purpose, estimates must
be made of both private payments or
fees to publicly administered pro-
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grams and the extent to which pub-
lic funds are used to purchase serv-
ices from private agencies.

A related analysis concerns the ex-
tent of tax subsidy of a particular
function—for example, the income-
tax deductions for medical care ex-
penditures or for support of children
and the deductions for employer con-
tributions to health and welfare
plans. Social support for an increas-
ing number of welfare and other pur-
poses now comes from tax subsidy
rather than direct benefit payments.
Whether or not in the long run such
subsidies change the use of resources,
in any given period they do not add
to the total (private and public) ex-
penditures for a function such as
health services. In the income-main-
tenance area. where the concept of
the total function is somewhat differ-
ent, for certain purposes it would be
appropriate to add tax subsidies for
dependents to the direct income-main-
tenance payments.

Some partial estimates and analyses
along these lines have been made,
but much more work needs to be
done to develop reasonably complete
estimates of this kind.

Revised Definitions

In addition to the expansion of
the supplementary analyses, some
changes have been made in the basic
social welfare expenditure series. This
article presents data for the years
1954-55, 1955-56, and 1956-57 only.
It is planned to carry the revisions
back to earlier years as soon as staff
time permits.

In earlier years the social welfare
expenditures included were _those
made under civilian programs.. Vet-
erans’ programs were included on the
ground that at the time the veteran
received the benefits he was again
a civilian. Similar reasoning led to
the inclusion also of pensions for re-
tired military personnel. Expendi-
tures by the Department of Defense
for medical care and for military ed-
ucation were, however, omitted. It

“'was the fairly general opinion of the

advisory group that in today’s world
this distinction was somewhat artifi-
cial. Certainly it must be recognized
that many -civilians—including not
only dependents of servicemen but
Members of Congress, high Govern-
ment officials, and others—get medi-

cal care at hospitals and other facil-
ities maintained by the military serv-
ices, and the amounts spent for civil-
ian care cannot be distinguished.
Moreover, research directed at spe-
cifically military medical problems
may have important effects on all
medical practice. It must also be
recognized that individuals who re-
ceive their education in the Service
Academies may spend much of their
life in civilian occupations. The
series has therefore been revised to
include expenditures made by the De-
fense Department for medical care
and for education. These amounts,
however, are given separately so that
they can be subtracted from the
totals.

A second major change concerns
the definition of health and medical
services. As previous articles have
pointed out, the series has hitherto
included as health expenditures the
current operating costs, but not the
construction costs, of sewer and sani-
tation systems. These costs have now
been omitted. However important
sanitation and a clean water supply
may be for health, the provision of
water and sewage services in a mod-
ern urban economy takes on much
more of the character of a public
utility than of a health service. In-
deed, a2 large share of the present-
day expenditures for these purposes
in the United States have an amenity
value rather than any real health
purpose. The costs of inspection and
control of such services carried out
by public health departments have,
however, been kept in the series.

A few other changes have also been
made in the health program section

of the series. Expenditures for medi-

cal research are now shown as a sep-
arate item. They had previously been
included, in the main, under the
general heading “other community
and related health services.” In addi-
tion, the cost of medical research car-
ried on or supported by the Defense
Department and the Atomic Energy
Commission is now included, along
with the expenditures of the Public
Health Service previously shown. To
round out this item, medical research
carried on by the Veterans Adminis-
tration is now included here and has
been subtracted from the veterans’
hospital and medical care figure (the
amount was a little more than $10
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Table 2.—Social welfare expenditures
as percent of gross national product,
1954-55, 1955-56, and 1956-57

Type of program | 1956-57 | 1955-56 | 1954-55

Total to_ ... .. 8.8 8.4 8.5

Social insurance._. 2.9 2.6 2.6

Public aid .8 .8 .8

.8 .8 .8

.2 .2 .1

Veterans' programs. 1.1 1.1 1.2

Education 3.0 3.0 3.0
Gross national product

(in billions) - _._.._._.._ $432.1 | $409.5 $377.5

1 Includes public housing, not shown separately.

million in 1956-57). Some State and
local funds are known to be going
into medical research, but there is
no basis for estimating the amount.

The residual item, “other public
health activities,” now includes ex-
penditures for general public health
administration and epidemiological
activities, inspection and control (in
such fields as food and drugs, water,
sanitation, air pollution, radiation
control, and accident prevention),
Federal Civil Defense Administration
stockpiling of medical supplies, and
collection and publication of vital
statistics.

The medical facilities category has
been broadened to cover medical re-
search facilities and includes capital
outlays for clinics and related medical
facilities, shown earlier under the
category of ‘“hospital construction.”
Federal expenditures for medical
care for Federal employees, including
contributions to insurance plans such
as those of the Tennessee Valley
Authority, have been added under
“hospital and medical care” or under
“Department of Defense facilities.”
In 1956-57, these expenditures were
in the neighborhood of $5 million.
Similar data for State and local em-
ployees are expected to become avail-
able in the future and will then be
included.

In connection with these changes,
further work has been done on the
estimates; as a result, there have
been refinements and improvements
in some of the items with respect to
which there has been no conceptual

change. For some time, the Division

has been working with the Public
Health Service and with the Division
of Governments of the Bureau of the
Census in an attempt to develop more
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refined and consistent estimates of
health expenditures from public
funds. Newly available data from the
Bureau of the Census and more ex-
tensive use of data reported to the
Public Health Service for certain sub-
classifications have contributed to
the refinement of the earlier esti-
mates.t

In some respects the area present-
ing the greatest problems is the sec-
tion labeled “other welfare services.”
The problems arise not so much with
respect to the items now included
(although there is a large element of
estimate in some of the figures) as
with the question of what might be
added. The item for child welfare,
for instance, relates to activities defi-
nitely identified as the PFederal-State
child welfare service programs of the
Children’s Bureau. About 72 percent
of the funds shown go into payments
for foster care of children; the re-
mainder for professional and facili-
tating services and administrative
costs. Expenditures for training
schools and for juvenile courts are
not included, although the advisory
group thought the latter expenditures
should be in the series. Expenditures
for youth authorities and aging com-
missions and similar bodies might
also be included. There was less
agreement on whether adult proba-
tion and parole services should be
regarded as social welfare services
and still less agreement on the inclu-
sion of such programs as industrial
safety and labor-standard setting in
the series. Recreation is an additional
borderline area.

It may be noted that most of the
borderline items—other than recrea-
tion and research—involve relatively
small amounts of public funds. At the
same time, problems of estimation are
large. The Division plans, over the
next few years, to attempt a system-
atic study of expenditures for social
service programs, and it is possible
that the series will later be expanded
to include some additional types of
expenditure. For this year, however,
no changes have been made in the
scope of the “other welfare services”
category.

1 Fred R. Brown, of the Division of Pro-
gram Research, has been responsible for
this work and for the development of the
health expenditure section of table 1 and
the estimates of public expenditures in
table 6.

The following tabulation summar-
izes the changes that have been made
in the series and provides a reconcili-
ation of the old and new series for
the 2 most recent years.

[In millions]

Item 1956~57 | 1955-56
Added
Health and medical programs:
Defense Department:
Hospital and medical care____| $554.0| $548.0
Medical facilities construction_ 83.4 25.8
Medical research 1. ______.____ 37.0 34.8
Stockpiling of medical supplies,
Federal Civil Defense Ad-
ministration. _.__._____.____ 42.3 29.8
Education:
Defense Department:
Service Academies 23.5 16.9
Military personnel in
institutions__.._.___ - 8.8 7.2
Military personnel training,
off-duty. ... 10.6 9.5
Civilian personnel training.____ 1.8 ...
Other Federal training programs. 10.1 9.5
Omitted
Sanitation operating costs._____.._ 465.0 446.0
Net difference. ... ... ~+$306. 6(-+-$235. 5

1 Includes expenditures of Atomic Energy Com-
mission.

Trends, 1955-57

Total social welfare expenditures
as now defined amounted to $37.9
billion in the fiscal year 1956-57 and
represented 8.8 percent of the gross
national product (table 2) and 32.5
percent of all government expendi-
tures (table 4). On the previous con-
ceptual basis (but with revised esti-
mates for individual programs), the
total would have been $37.6 billion.

The growth in total social welfare
expenditures—an increase of 18 per-
cent over the 3-year period—contin-
ued to be dominated primarily by

Table 3.—Social welfare expenditures
per capita,! 1954-55, 1955~56, and
1956-57

Per-
centage
Type of g . . n-
program 1956-57 | 1955-56 | 1954-55 lc;ggfgzl
from
1954-55
Total _..._.. $223.20 ($207.39 |$196.05 13.8
Social insurance_| 73.37 | 63.68 | 60.17 21.9
Publicaid. ._._._ 19.47 | 18.66 | 18.31 6.3
Healthand med-
ical programs._| 20.08 18.45 18.11 10.9
Other welfare
services____.___ 4.44 4.09 3.45 28.7
Veterans’
programs._ | 27.87 27.66 26.61 3.6
Education.__ | 77.56 | 74.19 | 68.87 12.6
Public housing. . .70 .66 .54 20.6

! Per capita figures based on total population,
ineluding Armed Forces overseas.
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expenditures for social insurance and
education. Reflecting both the grad-
ual maturing of the system and the
effect of the 1956 amendments to the
Social Security Act, expenditures un-
der the old-age, survivors, and dis-
ability insurance program increased
by $1.0 billion from 1954-55 to 1955—
56 and by $1.2 billion from 1955-56
to 1956-57. Public expenditures for
education increased by about $1.1
billion in the first of these years and
by $0.8 billion in the second.

Some part of the increases in ex-
penditures under the various pro-
grams was the result of rising price
or wage levels. From June 1954
through June 1957, the consumer
price index rose 4.4 percent, and the
medical care index 10.2 percent. The
average annual earnings for full-time
employees in educational and health
services went up 8 percent from 1954
to 1956 and undoubtedly increased
further in 1957. The costs of con-
struction went up almost 11 percent
from 1954 to 1957. During the same
3-year period the total population in-
creased by 8.8 million, the number
of persons aged 65 and over by 1.1
million, and the number of children
under age 18 by 5.6 million.

Income-Maintenance
Payments

Of the total public expenditures
for health, education, and welfare in
the United States in 1956-57, some
47 percent was for income-mainten-
ance payments. They included cash
income in the form of social insur-
ance, veterans’ pensions and compen-
sation, and public assistance pay-
ments.

Insurance benefits include pay-

ments to retired.workers and their
dependents, to the survivors of in-
sured workers, to disabled workers,
and to temporarily unemployed work-
ers and their families. Together such
insurance payments totaled $12.5
million. They provided an assured
flow of income of increasing signifi-
cance to the economy as well as to
the individual families concerned.

In addition, the veterans’ program
provided (1) compensation to veter-
ans or the survivors of veterans with
service-connected disabilities and (2)
pensions to those with non-service-
connected disabilities and incomes
less than a specified amount. Com-
pensation represented about two-
thirds and pensions one-third of the
$2.8 billion paid in 1956-57.

About 6 million families with in-
sufficient income to meet their sub-
sistence needs received payments un-
der public assistance. Most payments
of this type were made to aged or
disabled persons and families in
which the father was incapacitated
or absent. For a small group, institu-
tional care was the solution to their
income-maintenance problems; the
expenditures for this purpose shown
in table 5 represent primarily direct
public provision of care in homes for
adults other than veterans and for
orphans and other dependent or neg-
lected children. A considerable num-
ber of public assistance recipients are
in homes for the aged or similar in-
stitutions; public assistance funds to
pay for their care in such institutions,
as in medical institutions, are classi-
filed as public assistance rather than
as expenditures for institutional care.

The amounts shown in table 5 rep-
resent cash payments only, except in

Table 4.—Social welfare expenditures in relation to government expenditures
for all purposes, 1954~55, 1955-56, and 1956~57

Item 1956-57 | 1955-56 | 1954-55
All social welfare expenditures:
Total, as percent of total government expenditures_.____.__._______.._. 32.5 32.5 31.7
Federal, as percent of total Federal Government expenditures_.._._..__ 22.1 21.5 20.2
State and local, as percent of total State and local government expendi-
@S . R 55.8 56.7 57.9
Social welfare expenditures from general revenue:
Total, as percent of total government expenditures from general revente. 26.3 26.8 25.8
Federal, as percent of total Federal Government expenditures from gen-
eral revenue:
All DIOETAINIS. . o e 13.9 13.8 13.2
Veterans’  pProgramS... .. oo .o 6.5 7.0 6.8
State and loeal, as percent of total State and local expenditures from gen-
eral revenue:
Al DUOSTAINS. . e 52.9 54.1 54.0
Edueation . ... 38.6 39.3 33.8
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public assistance; the costs of admin.
istration are omitted. Medical bene.
fits under workmen’s compensation
and temporary disability insurance
and health insurance benefits under
private employee-benefit plans are
also omitted. These medical benefits
are shown in table 6, which brings
tfogether data on expenditures for
health and medical care. Although
medical care is an essential require.
ment, for which families spend their
income, it seems preferable to treat
these benefits as designed to meet g
separate risk.

In public assistance the situation
is somewhat different. The amount
of assistance theoretically is deter-
mined on the basis of the family’s
total need at the time aid is received.
Ordinarily medical needs, as well as
the need for food, clothing, shelter
and other items, are taken into ac-
count. Assistance to cover medical
needs may be given in the form of
cash payments to the recipient or as
payments made directly by the wel-
fare agency to the suppliers of the
medical service (vendor payments).
For this program, therefore, it would
be a somewhat artificial distinction
to omit vendor payments. A strictly
“cash transfer payments” figure can
be derived by subtracting from the
total the amount of vendor payments,
shown in table 6.

One of the questions raised with re-
spect to the series concerns the ap-
propriateness of including as social
insurance the special retirement sys-
tems for government employees. The
argument is that such systems are
more properly regarded as analogous
to private-pension plans, to Wwhich
the government contributes in the ca-
pacity of employer. The same argu-
ment is not advanced concerning cer-
tain other benefits enjoyed by gov-
ernment employees—specifically the
unemployment insurance and work-
men’s compensation programs for
Federal employees. It is argued that
these programs merely give the Fed-
eral employee the same kind of pro-
tection that other workers have under
State programs (although in the
workmen’s compensation program at
a more nearly adequate level than
most State benefits). The special re-
tirement systems for government em-
ployees who are not covered by old-
age, survivors, and disability insur-
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ance could similarly be regarded as
providing a substitute form of pro-
tection. Conceptually, the neatest dis-
tinction would involve a subdivision
of the benefits into those that repre-
sent protection equivalent to that en-
joyed by workers in general (under
old-age, survivors, and disability in-
surance) and those that represent ad-
ditional protection. This separation,
of course, is not possible. Even where
a retirement system is now supple-
mentary to old-age, survivors, and
disability insurance—as in the State
and local government retirement sys-
tems that eover about 1.8 million em-
ployees-—the benefits paid now and
for many years in the future will be
going primarily to persons who were
not covered under old-age, survivors,
and disability insurance and for
whom they represent substitute pro-
tection. On balance, it seems pre-
ferable to continue, at least for the
present, to regard public employee
retirement programs as a form of
social insurance. The amounts are
shown separately, however, and can
be treated differently by anyone who
wishes to do so.

However the government employee
programs are classified, it is evident
that public programs have become
the major source of organized income
maintenance for the non-earning
groups in the population. Private
pension plans paid about $1.1 billion
in 1956-57, almost entirely to work-
ers who were also receiving old-age,
survivors, and disability insurance
benefits. About $1.5 billion was paid
under group life insurance, accidental
death and dismemberment insurance,
voluntary health insurance, paid sick
leave, and supplementary unemploy-
ment benefit plans. Private welfare
agencies are increasingly devoting
their efforts to providing counseling,
adjustment, and related social serv-
ices. Such amounts as private phil-
anthropy now provides for income-
maintenance purposes are primarily
used for institutional or stop-gap
care,

Many non-earning families, of
course, have private savings that sup-
plement their incomes from other
sources. Payments of almost $3.0 bil-
lion were made in 1956-57 under in-
dividual insurance in the form of
death benefits, matured endowments,
and annuity payments. Hlome owner-
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ship is an important asset for many
families. Repairs can be postponed
during temporary periods of sickness
or unemployment, even though mort-
gage payments and taxes cannot. The
amount of liquid savings that most
families have to draw upon is, how-
ever, limited.

The survey of old-age, survivors,
and disability insurance beneficiaries
made in the fall of 1957 showed that
two-thirds of the beneficiary groups
had little or no cash income from
assets during the year. The median
amount of money income from assets
for those having any asset income
was $200 for the couples, $100 for
single retired workers, and $150 for
aged widows. The median amount of
liquid asset holdings was $2,800 for
couples, $1,950 for single retired work-
ers, and $2,600 for aged widows.
About 70 percent of the couples, 46
percent of the widows, and one-third
of the other aged beneficiaries owned
their homes.

Total Expenditures for
Health and Medical Care

Table 6 brings together information
on the total resources used for medi-
cal care and health services in the
United States during 1956-57 and
the 2 preceding years.

Public expenditures for health and
medical care in 1956-57 amounted to
almost $5 billion, when account is
taken not only of the programs spe-

cifically concerned with health but
of expenditures for medical care un-
der the veterans’ program, public as-
sistance, workmen’s compensation,
temporary disability insurance, voca-
tional rehabilitation, and school
health programs under educational
auspices. Private health expenditures
—including direct payments to phy-
sicians, hospitals, and other pro-
viders of care; private health insur-
ance benefits and the costs of provid-
ing them; industrial in-plant medical
services; philanthropic expenditures
for health purposes; and private
funds going into medical-facilities
construction—amounted to $15.5 bil-
lion. The total of $20.5 billion repre-
sented 4.7 percent of the gross na-
tional product.

The definition of private expendi-
tures for health purposes used here
is considerably broader than the pri-
vate medical care expenditure con-
cept used in the series that appears
annually in the December BULLETIN.
The latter analysis is concerned pri-
marily with the extent to which pri-
vate insurance is meeting the costs
of medical care that individuals and
families would otherwise pay out of
pocket. It thus ignores medical care
provided through public programs,
organized philanthropy, or industrial
in-plant services. It also disregards
the costs of medical facilities, which
must be included in any total ac-
counting of health expenditures.

Table 5.—Income-maintenance payments under public and private programs,
1954-55, 1955-56, and 195657

{Io millions]

Program 1956-57 1955-56 1954-55
Total o e $20,480.8 | $18,061.2 $16,689.2
Publip programs 17,669.8 15,661.2 14,619.2
Social insurance !..___ .. . __._.__ 11,526.31 9,774.6 8,964.7
Retirement, survivor, and disabil 8,951.4 7,600.5 6,139.9
Government employees. .. __.._ 1,737.1 1,543.3 1,347.9
Workmen’s compensation__- 634.1 584.2 542.6
Unemployment insuranece_. ... ... ... _______.___.. - 1,666.1 1,436.3 2,038.0
Temporary disability insuranee___.___.._.._.__.__.__._.._. 274.5 253. 6 244.2
Veterans’ pensions and compensation. . _____.______._._______ 2,849.3 2,768, 4 2,652.1
Publicassistance 2. . __ ... 2,970.0 2,781.7 2,713.5
Institutional eare_._______ - 167.0 189.1 149.9
Veterans’ domiciliary care 44.4 43.4 43.0
F_‘oster-family care__.__.__. 113.0 104.0 96.0
Prlvatg} programs._ . ____ 2,820.0 2,400.0 2,070.0
Pensionplans.. ... ... ... 1,100.0 880.0 740.0
Other employee-benefit plans ¥___.__.___________._ 1,500.0 1,320.0 1,150.0
Philanthropy 4. . e 220.0 200.0 180.0

! Cash benefits only; excludes medical and hos-
pital benefits under workmen’s compensation and
temporary disability insurance.

2 Includes vendor payments for medical care as
an- alternative method of meeting income needs as
determined by the welfare ageney.

3 Includes life, accidental death and dismember-

ment, and voluntary sickness insurance, paid sick
leave, and supplementary unemployment benefit
plans. Temporary disability insurance benefits
under State legislation excluded here and ineluded
under public programs.

1 Represents primarily institutional care.
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Table 6.—Private and public expenditures for health and medical care, 1954535,
1955-56, and 1956-57

{In millions]

Type of expenditures

Private expenditures._ ...

Health and medical services.
Direct payments_ .. __.__.

Insurance benefits. . ... . __.__

Expenses for prepayment. _
Industrial in-plant services.
Philanthropy . ... _______
Medical-facilities construction .
Public expenditures_..__._._._.

Health and medical services ... __.__.__..___
General public medical and hospital care_________
Defense Department facilities .. ....____.__._.._

Medicare. ..o
Veterans’ hospital and medical care

Public assistance (vendor medical payments).__.__
‘Workmen’s compensation (medical benefits) . _..
Temporary disability insurance (medical benefits)
Medical vocational rehabilitation_____________.__
Maternal and child health services...______.____.
School health (educational ageneiesy ... _..___._
Medical researeh I____________ ...
Other public health activities.___._____.___. ___.
Medical-facilities construetion_._____.____.__.__ -
Veterans Administration. .. ____________________
Defense Department_ . ____._ ... .. _.__
Other. . ll.

Private expenditures...._____._ ... ____.___
Direct payments._ ... ... ...
Insurance (benefits and expenses) . ._._...._.__....._

Public expenditures_. ... . . ...

Health and medical services

Personal care ?_ .. ___._...._.._.
Construetion. ..o _....._ e

Private expenditures. .. ... ... ...

Insurance benefits
Public expenditures

1956-57 1965-56 195455
________________ $20,485.3 | $18,828.8 $17,436.9
________________ 15,540.0 14,304.0 13,089.0
____________ 15,169.0 14,003.0 12,765.0
.............. 10,434.0 9,797.0 9,037.0
________________ 3,243.0 2,750.0 2,343.0
[ 620.0 811.0 535.0
_______________ 232.0 221.0 210.0
________________ 640.0 615.0 580.0
,,,,,,,,,,,,,,,, 371.0 301.0 324.0
________________ 4,045.3 4,524.8 4,347.9
________________ 4,467.3 4,149.5 3,923.6
,,,,,,,,,,,,,,,, 1,673.3 1,577.8 1,449.5
_______________ 529.3 548.0 602.6
24.7 | el
732.9 723.5 722.0
________________ 287.6 252.6 211.9
________________ 360.0 335.0 315.0
_______________ 25.4 22.7 20.6
________________ 14.7 12.2 4.4
,,,,,,,,,,,,,,,, 113.9 104.8 93.4
________________ 78.0 74.2 66.3
,,,,,,,,,,,,,,,, 183.0 115.9 105.9
,,,,,,,,,,,,,,,, 444.5 382.8 327.0
________________ 478.0 375.3 424.3
________________ 36.8 27.2 33.0
________________ 83.4 25.8 8.9
,,,,,,,,,,,,,,,, 357.8 322.3 382.4
Percent of total expenditures
________________ 76 76 75
,,,,,,,,,,,,,,,, 51 52 52
________________ 19 18 17
________________ 24 24 \ 25
a6 a6 ! 96
______ 90 90 90
________________ 4] 4 4
|
Percent of total
persona} care expenditures ?
]
________________ 100 100 | 100
________________ 78 78 77
18 16 15
22 22 23

1 Includes medical research carried on by the
Veterans Administration—$10.1 million in 1956-57,
$6.5 million in 1955-56, and $6.1 million in 1954-55.

? Includes iterns shown under ‘‘health and med-

As was indicated earlier, the costs
of water supply and sanitation are
not treated as health costs. Inspec-
tion and control by public health
agencies are included; they account
for a very small portion of public
or total health expenditures. Medical
research has also been treated as a
health cost. Public funds going into
medical research have increased sub-
stantially in the past few years. The
$183 million spent for this purpose
in 1956-57 represents direct expendi-
tures and grants to individuals and
to universities and other agencies by
the National Institutes of Health and
other units of the Public Health Serv-
ice, the Defense Department, the
Atomic Energy Commission, and the
Veterans Administration. Perhaps $35
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ical services” except ‘‘expenses for prepayment,’”
one-fourth of the amount shown under *‘philan-
thropy,” ‘‘medic?l resesarch,”” and ‘‘other public
health activities.”

million of the $640 million shown as
spent by philanthropic organizations
for health purposes was for medical
research. Private industry, particu-
larly the drug industry, carries on a
substantial amount of medical re-
search. The costs of such research
represent an expense of doing busi-
ness and as such enter into the cost
of the products. They are therefore
reflected in other expenditures for
health and medical services and can-
not properly be counted again as a
health cost.

These figures relate to research
that is definitely identified as medi-
cal research. Some of the greatest
advances in the field of health have
come—and will probably continue to
come—from research and scientific

developments not specifically directed
‘té health problems.  Any réasonable
accounting must be bound by the in-
tended purpose, however, rather than
by the incremental results of current
expenditures.

More debatable is the question of
whether the costs of training medical
personnel should be regarded as
health costs. Except for such in-
service training as is involved in some
of the program expenditures, expendi-
tures for medical education and train-
ing are not included in table 6. Any
adequate analysis of such costs would
involve complicated questions con-
cerning not only the skills and ocecu-
pations to be included but also the
method of counting costs. Public ex-
penditures for medical education are
included in table 1 with other educa-
tional expenditures.

Of the $20.5 billion spent for health
and medical care in the United States
in the fiscal year 1956-57, about 96
percent was for current costs and 4
percent for construction of new or
renovation of old hospitals, clinics,
research centers, and other medical
facilities. Replacement costs for
equipment are, in the main, included
either in the figures for hospital and
medical care or in those for publie
health services.

All but about 10 percent of the
$20.5 billion went for personal care—
diagnostic, therapeutic, preventive, or
rehabilitative. Public programs ac-
counted for 22 percent of the total
expenditures for personal medical
care. Private insurance benefits cov-
ered 18 percent of personal medical
care costs in 1956-57.

About $630 million of the $13.7 bil-
lion paid by consumers directly or
through insurance for health  and
medical services was paid to publicly
administered hospitals; about two-
thirds of it was paid to municipal or
other local hospitals. Conversely, a
substantial portion of the public
funds under several of the programs
was used to purchase medical serv-
ices from bprivate hospitals, physi-
cians, or other providers of service.
Such payments to private practition-
ers and hospitals form a significant
portion of the medical care expendi-
tures under public assistance, Work-
men’s compensation, temporary dis-
ability insurance, medical vocational
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Table 6.—O0ld-age, survivors, and disability insurance: Number of monthly benefits withheld, by reason for withholding
payment and type of benefit,! June 30, 1958

Based partly on 10-percent sample]

Old-age ‘Wife’s or husband’s Wid-
ow's :
Reason for withholding payment 1 Total or | Moth-| Par- ; Disa-
rotal | Mate | F& | otal | Aged | Young | Hus. | wid. | S | ent’s bility
male wife’s 3 | wife’s 4| band’s | ower’s

1023 Y U IO 344,759) 102,266 143,961} 48,305 43,912 37,660 5,683 569| 12,229] 80,126 95 16,131
Covered or noncovered employment 5 of beneficiary in

United States or covered employment ¢ of beneficiary

outside United States_ ... o oeiioiooaian 266,920| 178,656 133,240 45,416| 4,249] 2,215 2,016 18| 10,385 73,627 12 -
Noncovered employment 6 of beneficiary outside United

L2 4T UGN 564 355 304 51 36 26 10 0 24 149 (4] PR
Covered or noncovered employment ® in United States or

covered employment s outside United States of old-age

beneficiary on whose earnings benefit is based _.._._.... 36,6200 ) 36,620{ 33,312 2,803 Fi 053 PR ISR NN SIS
Noncovered employment & outside United States of old-age

beneficiary on whose earnings benefit is based._____._.. (] PO IS R, 75 60 5 1) DR RS SN M
Failure to have care of an entitled child_ _..______.____.__.__ 4,685) e femeeean 549 ... 549 . 4,136) . oo
Benefit completely offset by workmen’s compensation or

another Federal benefit for disability, other than com-

pensation payable by the Veterans Administration fora

service-connected disability. . _ .. . ... 13,740 0 )| U 13,739
Disabled person refused to accept rehabilitation services_.. 3 0 {1 3
Determination of continuing disability pending - 1,051 0 (] I 1,051
Payee not determined -| 3,689 368 10 8 440| . 208 22 320
Administrative reasomns .o ciaecaimeen 17,403 2,015 290 281 1,380 2,005 61 1,018

1 Dats for child’s benefits withheld are not available.
2 As provided for under section 203 of the amended act except for the reason
“payee not determined,” in which case benefit payments are accrued pending

determinsation of guardian or appropriate payee.

3 Wives aged 65 or over, and wives aged 62-64 with no entitled children.

+ Wives under age 65 with 1 or more entitled children.
s Includes self-employment.

SOCIAL WELFARE
EXPENDITURES

rehabilitation, Medicare <(the pro-
gram for the dependents of service-
men outside military establishments),
and the program for crippled chil-
dren. These payments occur also in
other programs, such as the “veter-
ans’ home town program” for those
veterans for whom services in Veter-
ans Administration facilities are not
available because of distance. Un-
fortunately the amounts going to pri-
vate suppliers under these programs
cannot at present be satisfactorily
distinguished from the amounts go-
ing directly or indirectly to public
medical service agencies.

Education

Public expenditures for education
have remained at about 3 percent of
the gross national product for the
past several years. Omission of De-
fense Department expenditures for
education would not change this fig-
ure. Capital outlays for new con-
struction or remodeling of old facil-
ities accounted for about a fourth of
total expenditures in all 3 years, both
for elementary and secondary and
for higher education.
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Roughly four-fifths of all expendi-
tures for education in the United
States are from public funds. As in
health expenditures, public and pri-
vate funds and public and private
administration intertwine. Public
funds pay for education in private
institutions (for military personnel,
for example); private fees help sup-
port public schools—particularly
higher education. Scholarship funds
and research grants—from both pub-
lic and private sources—are becom-
ing an increasingly important part
of the picture.

Other Welfare Services

Welfare services—as distinct from
income-maintenance, health, and ed-
ucation programs—are in many ways
the most difficult of all social welfare
expenditures to categorize and indeed
to estimate. The specific welfare
services included in this series are
vocational rehabilitation, domiciliary
institutional care, child welfare serv-
ices under the Federal-State pro-
grams identified with the activities
of the Children’s Bureau, and the
school lunch program. Except for
the federally aided programs, infor-
mation with respect to State and
local expenditures for services Iis
scattered and inadequate. As a result

of recent, more detailed examination
of the overlaps in some of these cate-
gories, several of the estimates have
been revised. The item for institu-
tional care shown in table 1 is sub-
stantially lower than that in earlier
articles, as a result of the deduction
of private fees as well as overlapping
public payments.

The amounts of public funds spent
for welfare services, though still small
in comparison with other categories
of expenditure, have been growing
significantly in recent years. Welfare
services are of increasing importance
not only in programs so identified
but also as a part of other programs—
notably public assistance. With the
growth of social insurance, the prob-
lem of poverty takes on a somewhat
different cast than it had 25 or 50
years ago. The individuals and fam-
ilies who are needy are increasingly
persons with special problems—prob-
lems of health, of inadequate train-
ing, and of mental and social adjust-
ment. As a result of this changing
situation and of gradually accumulat-
ing knowledge and skill in the social
science field, rehabilitative and ad-
justment services may in future years
play a considerably larger role than
they do today.
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