
Social Welfare Expenditures, 1960-6 1 
I 

SOCIAL WELFARE expenditures, as measured in 
the series developed by the Social Security Adminis- 
tration, amounted to $58 billion in 196&61 or 11.5 
percent of the gross national product. Almost $20 
billion of this total represented public expenditures 
for education. Social insurance benefits and costs 
of administration amounted to $22 billion. Pay- 
ments under the social insurance programs are now 
the largest single component of the social welfare 
expenditure series. They continue to be, as they 
have been for some time, the fastest growing seg- 
ment. 

From 1959-60 to 1960-61, total social welfare 
expenditures increased by $5.5 billion. Social insur- 
ance programs accounted for $3 billion of the rise. 
Benefits under old-age, survivors, and disability 
insurance increased by slightly more than $1 bil- 
lion, and unemployment insurance and employment 
service expenditures by $1.5 billion. Public expend- 
itures for education went up $1.4 billion. 

The percentage increase from 1959-60 to 1960-61 
was 11 percent for all social welfare expenditures. 
In educational expenditures, however, the increase 
was only 7 percent when veterans’ educational bene- 
fits, which declined sharply in 1960-61, are included. 
Notably large percentage increases occurred in un- 
employment insurance and employment service ex- 
penditures (52 percent), medical research (28 per- 
cent), vendor payments for medical care under 
public assistance (20 percent), and expenditures for 
surplus food for needy persons (136 percent). 

DEFINITION OF SOCIAL WELFARE 

This series was developed to provide a basis for 
measuring and assessing changes in the share of the 
total national output devoted to social welfare pur- 
poses, the impact of such programs on government 
finances, and similar questions. The definition of 
social welfare used is broader than some persons 
would prefer, though narrower than others might 
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choose. The estimates in table 1 are presented in 
sufficient detail to permit users of the data to re- 
group the figures to suit their particular needs. 

The rationale for the decisions that have been 
made regarding inclusion or exclusion of particular 
programs has been discussed in some detail in earlier 
articles in the series. The general concepts are 
summarized briefly here for the Convenience of 
readers who do not have easy access to earlier issues 
of the BULLETIN. 

The question most frequently raised with respect 
to the series has to do with the inclusion of educa- 
tion. The definitions and concepts used in other 
countries and, more importantly, in discussions in 
the United Nations, influenced the initial decision 
to include education with health and social security 
and other welfare services. When the question 
concerns the share of national income that a coun- 
try is using or should use for social welfare purposes 
-compared with economic development or military 
expenditures, for example-the term social welfare 
usually includes not only what we in the United 
States think of as public welfare and social security 
programs but health and education as well. 

For many countries, widespread public education 
is a much more recent development than it is for 
the United States. Here its social welfare aspects 
were recognized in the early debates about public 
schools, some 125 years ago, and are now largely 
taken for granted. Even in this country, increasing 
concern with school dropouts, the quality of educa- 
tion in slum areas, and the interrelationship of 
social and economic circumstances and educational 
aspirations and achievement are again calling atten- 
tion to the social welfare aspects of education. 

Not all programs or measures that contribute to 
the general welfare of the population are encom- 
passed in this concept of social welfare. Govern- 
ment actions that promote welfare indirectly by 
enforcing law and order, fostering economic de- 
velopment, stabilizing prices, and so on are by gen- 
eral consent not regarded as social welfare measures. 
Direct concern with the economic and social well- 
being of individuals and families is the distinguish- 
ing characteristic of the social welfare programs. 
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There is a wide borderline area between social made available to needy persons, to institutions, 
welfare and other measures that is, however, sub- and for school lunches has been treated as social 
ject to change. Agricultural programs that help welfare expenditures. The food stamp program, 
low-income farm families or make surplus foods with its primary emphasis on improving the diet of 
available for needy persons have, for example, low-income families rather than on maintaining the 
obvious social welfare aspects. In the Social Secu- prices of agricultural products, supports this defini- 
rity Administration series, the value of surplus foods tion. The series does not, on the other hand, treat 

TABLE l.-Social welfare penditures under public programs, selected fiscal years, 1934-35 through 1960-61 1 
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as social welfare expenditures the amounts spent for 
rural electrification and farm extension work. 

Between labor programs and social welfare pro- 
grams another borderline area exists. The cost of 
operating the employment service is treated as a 
social welfare expenditure, partly because it is a 
necessary adjunct to unemployment insurance. 
Direct expenditures for retraining and relocation of 
workers should probably be regarded as social wel- 

fare expenditures. The costs of enforcing labor 
standards have not been so treated, and it is prob- 
able that the series will exclude, when the data are 
available, most of the expenditures under the de- 
pressed areas legislation, other than expenditures 
for the retraining of individuals. Expenditures for 
public housing that are in the nature of subsidies of 
rents for low-income families are included. Ex- 
cluded, however, are the costs of urban renewal- 

TABLE I.-Social welfare expenditures under public programs, selected fiscal years, 1934-35 through 1960-61*-Conlinued 

[In millions; revised estimates1 
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TABLE l.-Social welfare expenditures under public programs, selected fiscal years, 1934-35 through 196@-61*-ContinueA 

[In millions; rev’sed estimates1 
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a -- 

_. 

2.875.5 

302.1 

31.1 

1,079.6 

362.1 
1,780.5 
1,780.5 

245.6 

2,058.l 2,240.S 
1.495.0 1,618.O 

29457.2 
1,790.o 

69.6 82.2 89.2 
13.0 

273.6 290.0 

267.0 
498.9 

20.5 
4.2 

‘E.: 
1;;:; 

11,963.l 

23.6 
4.8 

162.0 
71.7 

151.6 
39.3 

13,522.7 

7; 
234:o 
83.6 

166.6 
121.4 

15,032.3 

10,724.6 12.049.6 13,324.6 
2,503.6 2.9iKi.o 3.020.3 

1,238.5 

%:Y 

1,473.l 
330.9 
19.0 

, 

a 

_ 

- 

Social insurance _________._._. 
Public employee retlrementr 
Unemulovment insurance 

866.2 658.8 2,851.6 
147.0 198.0 310.0 

485.9 71.3 1,868.2 

5.1 72.3 

_.---_____ 2.2 

384.4 601.1 

1,759.g 

217.5 

20.0 

892.1 

308.1 

::fE 

188.6 

6.8 9.7 69.2 

246.8 

230.0 
336.0 

and for certain subordinate medical programs such as those of the Federa 
Aviation Agency, the Bureau of Narcotics, the Bureau of Mines, the Na- 
tional Park Service, and the U. S. Civil Service Commission, 

*i Services for crippled children and maternal and child health services. 
I* Federal expenditures exclude those under maternal and child health 

services, vocational rehabilitation, and veterans’ programs. 
I* Excludes expenditures for water supply, sanitation services, and sewage 

disposal but includes regulatory and administrative costs of these services; 
also includes expenditures for medical equipment and supplies for civil 
defense. 

and employment serv- 
ice’..-----.--.-.--- _-._ ____._.._-. 

State temporary disability 
insurance, total s-. __-_ ____..____. 

Hospital and medical ben- 
eflts~.. .____._.____ -_--_ ____..__ ___ 

Workmen’s compensation, 
total’._____ ._.____ -_-_ 165.0 

Hospitalization and medi- 
cal benefits e-..-.-----.- -62.0 

633.9 
623.9 

_ _ _. _ _ _ 
_._.__ -. 

_____ -___ 
509.6 

483.7 598.0 
330.0 410.0 

6.7 6.0 

117.3 187.8 

66::: 
1.393.0 
1,393.0 

Public aid..-..-..---.-..-.--. 
Public assistance 0 .__.___._. 

Vendor medical pay- 
ments (______ --- .____ -_- _ 

Other v ._____.__ ---_- ____._ _ 
Health and medical uro- 

__ 
__ 

%:Z 1,683.l 
1,123.0 

gramslO...~..~~.-.~.l.--~ 
Hospital and medical care-. 
Maternal and child health 

services ii . ..___._.__ -___ 
Medical research-- _ _ ._---__ 
Other public health activi- 

ties i* _.________.._______ 
Medical-facilities construc- 

tion-. ._..-_____-._ ____ 
Other welfare services. _______ 

Vocattonal rehabilitation, 

_. 
112.0 168.2 248.4 

50.0 302.0 
108.3 234.9 

2.7 
51:57 86:2 2 

39.0 
54.1 106.7 

_ 462.0 
2,870.5 6,548.l 

2,631.5 82.5 ?L%.i , . 

239.0 866.3 
(9 304.6 

__-____-__ ____.-____. 

142.0 

35.0 40.0 
137.2 104.4 

Institutional and other care14 110.0 
School lunch ‘I- _. .__. -- ____ __.... ze-o 
Child welfare ‘~~~~--.-~~-.-- 

Education ..___.. ._.__.. .-___ 
Elementary and secondary, 

total.-.-...-..-.-..-.--. 1,830,s 
construction K-.-.- _____ 115.3 

_ _ _ _ _ _ _ 
2,489.6 

Higher education and other, 
total ____.--._._._-____ _. 129.0 

construction 6..------ ____ (‘9 
Public housing n _____ ____ --_ _- ____.___. 

198.7 
‘20.6 

6orl1,..--.--..-...------. 
Medical rehabilitation a--- 

1 Expenditures from Federal, State, and local revenues (general and spe- 
cial) and trust funds and other expenditures under public law; includes 
capital outlay and administrative expenditures, unless otherwise noted. In- 
cludes some expenditures and payments outside the United States. Fiscal 
years ended June 30 for Federal Qovernment, most States, and some locali- 
ties; for other States and localities, flscal years cover various 12-month periods 
ended in the specified year. 

2 Excludes net payments in lieu of benefits (transfers) under the financial 
interchange with the railroad retirement system. 

1 Excludes refunds of employee contributions to those leaving the service; 
Federal expenditures include payments to retired military personnel and 
survivors. Data for administrative expenses not available for Federal non- 
contributory programs. 

‘Includes unemployment compensation for Federal employees, for ex- 
servicemen, and for veterans under the Servicemen’s Readjustment Act of 
1944 and the Veterans’ Readjustment Assistance Act of 1952 and payments 
under the temporary extended unemployment insurance programs. 

6 Cash and medical benefits, including payments under private plans where 
applicable in the 4 States with programs. Includes State costs of administer- 
ing State plans and supervising private plans: data for administrative ex- 
penditures of private plans underwritten by private insurance carriers or 
self-insured are not available. 

6 Included in total shown directly above; excludes administrative expendi- 
tures, not available separately but included for entire program in preceding 
line. 

r Cash and medical beneflts paid under Federal workmen’s compensation 
laws and under State laws by private insurance carriers, by State funds, and 
by self-insurers. Excludes administrative costs of State agencies before 
194959 and all administrative costs of private insurance carriers and self- 
insurers. Beginning 1959-60 includes data for Alaska and Hawaii. 

8 Includes vendor medical payments, old-age assistance, medical assistance 
for the aged (beginning November 1960), aid to dependent children, aid to 
the blind, aid to the permanently and totally disabled, and, from State and 
local funds, general assistance. For 193940, total includes $1 million in 
admlnlstrative costs and Federal Emergency Relief Administration funds 
for which distribution by source of funds is not available. 

9 Work program earnings, other emergency aid programs, and value of 
surplus food distributed to needy families. 

10 Excludes expenditures (1) for domiciliary care in institutions other than 
mental or tuberculosis (included under institutional care); (2) for health 
and medical services provided in connection with State temporary disability 
insurance, workmen’s compensation, public a&stance, vocational rehabili- 
tation, and veterans’ programs (included in total expenditures for these 
programs): and (3) those made directly for internatlonal health activities 

14 Expenditures for homes for dependent or neglected children and for 
adults other than veterans and the value of surplus food for nonproflt institu- 
tions. 

15 Federal expenditures represent cash apportionment and the value of 
commodities purchased and distributed under the National School Lunch 
Act, the value of surplus commodities distributed under other agricultural 
programs, and, beginning 195465, special school milk program. Nongov- 
ernmental funds are also available from private organizations and from 
payments by parents (in 1960-61 parents’ payments totaled 2.595 mIllion). 

16 Includes foster-care payments and payments for professional and facili- 
tating services; excludes expenditures of public institutions and public day- 
care centers, capital expenditures by courts and by youth authorities, pay- 
ments from parents and relatives, and direct appropriations by State legisla- 
tures to voluntary agencies and institutions. 

17 Federal expenditures exclude bonus payments and expenditures from 
veterans’ life insurance trust funds; State and local expenditures refer to 
State bonus and other payments and services, local data not available. 

i* Includes burial awards. 
19 Includes vocational rehabilitation, specially adapted homes and auto- 

mobiles for disabled veterans, counselmg, beneticiaries’ travel, loan guarau- 
tees, and domiciliary care. 

n State and local expenditures; data for Federal expenditures not available. 
21 Data not available. 
n Federal and State subsidies (and administrative costs) for low-cost 

housing. 
*J Represents Office of Education administrative costs, training of Federal 

personnel, and “grants” as reported in the summary table prepared by the 
Federal Education Programs Branch, OfAce of Education, except (1) those 
covered under other social welfare programs such as veterans’ programs 
and (2) the value of surplus property. Data for 1959-66 and 196061 include 
training grants, basic research, and revenue from public lands for educa- 
tion, not available in earlier years. 

Source: Data taken or estimated from Treasury reports, Federal budgets, 
and available reports of Federal, State, and local administrative agencies. 
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which may improve the livability of a metropolitan 
area but which may also create more individual 
welfare problems than it ameliorates. 

A problem of definition that is more difficult in 
the United States than in most other countries is the 
question of what is public and what is private. The 
social welfare expenditure figures in the Social 
Security Administration series include amounts 
paid as benefits under statutory workmen’s com- 
pensation and temporary disability insurance pro- 
grams, whether they come from public (tax) reve- 
nues, from private insurance companies, or directly 
from employers who self-insure. These programs 
are compulsory, and the benefits are specified in 
statutes. It is therefore appropriate to include the 
payments in any analysis of the protection available 
through public programs, whether the risk is insured 
through private carriers, through State or Federal 
funds, or is self-insured. These “private” mandated 
benefit payments are omitted, however, in com- 
paring social welfare expenditures with total govern- 
ment expenditures for all purposes. 

TRENDS IN SOCIAL WELFARE EXPENDITURES 

Except during the depression of the thirties, when 
emergency relief expenditures outran all other 
social welfare spending, until 1958 public expendi- 
tures for education represented the largest share of 
social welfare expenditures in the United States. 
At the beginning of this century, we were using 
about 1 percent of our total national output for 
public education. With the spread of public sec- 
ondary education, the proportion of the gross 
national product going to public education had more 
than doubled by 1929. By 1960-61, with increased 
public spending for higher education and for Fed- 
eral grants for special educational programs, the 
United States was .using 4 percent of its .national 
output for public education. 

Social insurance benefits represented 4.4 percent 
of the gross national product in 1960-61, more than 
seven times the comparable figure for 1934-35 and 
more than three times that for 193940, the first 
year in which monthly benefits under old-age, sur- 
vivors, and disability insurance became payable. 
Veterans’ program expenditures were relatively 
large at the turn of the century and again immedi- 
ately after the end of World War II. For the past 
several years these expenditures have accounted for 

about the same proportion ( f the total national out- 
put as have expenditures for public aid and for 
health and medical programs. 

The proportion of the gross national product used 
for health programs (as classified in tables 1 and 2) 

TABLE 2.-Social welfare expenditures as percent of gross 
national product, selected fiscal years, 188%90 through 
1960-61 

I Social welfare expenditures ss percent of gross 

rota] 

2.4 
2.5 
4.2 
9.5 

1:: 

::i 

iii 

:E 
10: 6 
11.5 

hSW 
arm? 

national product 

‘ubli< 
aid 

‘0.3 
’ .3 
’ .5 
4.4 
3.8 

.5 

:i 

:i 
.8 

:“8 
.9 

0.1 

:: 

:; 

:“9 

:: 

:; 
.9 

:i 

“2 

:t 
.6 
.4 

2.4 

i.1” 
1:1 
1.1 
1.1 
1.0 
1.0 

’ Includes public housing, not shown in distribution. 
* For fiscal years 195!3@ and l-1, includes b&c research and trnlning 

grauts; data for earlier yews not available. 
* Less than 0.05 percent. 
‘“Other welfare” included with public aid. 

has remained about the same since 1945. Increas- 
ing expenditures for medical care under other pro- 
grams, notably public assistance, have resulted in 
an increase, however, in the percentage of the gross 
national product used. for all publicly supported 
medical care, as shown in table 5. 

Real Expenditures Per Capita 

The increase in social welfare expenditures in 
recent decades represents in part simply an expan- 
sion of services to a larger population, in part a rise 
in prices, and in part an increase in the level and 
scope of services. Since 1929 the total population of 
the United States has increased 50.2 percent, and 
the number of children under age 18 by 45.3 per- 
cent. The population of college age has also gone 
up* 

A choice must be made, in relating expenditures 
to population, as to what aggregates to use. The 
expenditure data in table 1 include the cost of medi- 
cal care for military personnel in the United States 
and abroad and the cost of schools for the children 
of military and civilian personnel abroad. They 

BULLETIN, NOVEMBER 1962 7 



also include benefits paid under old-age, survivors, 
and disability insurance, the veterans’ programs, 
and government employee-benefit plans to bene- 
ficiaries living in other countries. Some of the medi- 
cal research supported from public funds is carried 
out abroad, and the figures in table 1 include ex- 
penditures for this purpose and possibly other small 
expenditures made outside the United States. 

Expenditures made abroad should be included if 
one is concerned with a measure of the per capita 
cost to the American people of social welfare ex- 
penditures. The population base would then in- 
clude civilian and military personnel in the United 
States and abroad. The population of the United 
States Territoties and possessions might also be 
included even though the situation with respect to 
the payment of taxes is different from the rest of the 
United States. 

If, however, the primary concern is the relation of 
current benefits and expenditures under the pro- 
grams to the total personal incomes of individual 
Americans, then possibly certain expenditures 
abroad should be excluded. In particular, pay- 
ments to noncitizens should be omitted. The popu- 
lation base might also exclude American civilians 
living abroad who do not benefit currently from any 
of the programs. 

The availability of the necessary statistical data 
limits, of course, the adjustments that can be made. 
The effect of any appropriate adjustments would 

not be large, although they have become increas- 
ingly important. For general purposes it would 
perhaps be best to include all expenditures and to 
include in the population base the population of the 
United States and its Territories and possessions, as 
well as United States citizens abroad. Except for 
data on Federal employees outside the United 
States, however, estimates of the number of civil- 
ians abroad are available only in Decennial Census 
years. Since the population base thus excludes 
civilians overseas, in computing the per capita 
expenditure figures in table 3 the old-age, survivors, 
and disability insurance and veterans’ payments 
outside the United States have been excluded. 

In the current article a change has been made in 
the basis used to adjust for price changes. In earlier 
years this adjustment was made on the basis of the 
Bureau of Labor Statistics consumer price index. 
No single price index applies to every component of 
the series. The construction expenditures, for 
example, if used separately should be adjusted on 
the basis of the implicit price deflators for capital 
outlays in the national income series prepared in the 
Department of Commerce. 

For the social welfare series, however, it seems 
preferable to use a single deflator rather than to 
introduce ,refinements applicable to segments. The 
adjustments shown in table 3 are intended simply 
to give a general picture of the extent to which 
improvements in the level of benefits and services, 

TABLE 3.-Social welfare expenditures per capita under public programs, actual and 1960-61 prices, selected fiscal years, 1928-29 
through 196&61 1 

Fiscal year 

Total 2 

64.91 
59.16 

150.89 
191.21 
203.04 

2::: 
274.24 
286.84 
312.11 

Percentage chauge for 
19wJ-61 expenditures 
(196IMl prices) from- 

1928-29--..-.--.-.-.---.-.. 
1934-35-.-- ____________ -_.. 
1949-50~~~~. ___._______. -.. 

$% 
+67 

Social 
insurance 

‘i: it 
9.08 
9.78 

31.97 

Ei::; 
71.80 
90.36 

101.80 
105.66 
120.49 

+2,267 

+%% 

Per capita social welfare expenditures 

Public aid 

2 $4.06 

Ei 
7.26 

16.26 
17.98 
18.33 

k% 
22.34 
22.54 
24.02 

(9 
-55 
+19 

I 

2: i: 
5.29 

13.65 
15.27 
17.45 
18.28 
20.42 
21.83 
22.84 
23.87 
25.73 

:Ez 
+36 

Other 
welfare 
services 

(‘1 ‘Lg 

‘2% 
3.47 
4.11 
4.53 
5.16 
5.71 

2: 

(1) 
+171 
+1os 

veterans 
PWZraIIlS 

2% 

% 
41.35 

2% 
26.74 
23.05 
28.08 
27.61 
28.20 

Education 

%:E 
18.93 
20.80 
43.35 
67.17 
72.46 
80.31 
87.77 
92.59 
99.80 

105.85 

.- 

( 

Social welfare 
expenditures lo 
196061 prices 

Total 
in millions) 

Total 
per 

capita 

++E 
f67 

1 Old-age, survivors, and disability insurance, education, and veterans’ 
payments in foreign countries omitted; for actual expenditures including 
such payments, see table 1. Per capita figures based o L mid-i%cal-year data 
for total U. S. population, including Armed Forces overseas and civilian 
population of Territories and possessions. Price adjustments based on 
implicit price deflators for consumption expenditures prepared by the Ns- 

tionsl Income Division, Office of Business Economics, Department of Com- 
merce. 

2 Includes public housing, not shown in distribution. 

to 
1“ Other welfare” included with public aid; percentage increase 1928-29 
1960-61 for public aid aud other welfare per capita in 1960-61 p&es was 

311 percent. 
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rather than increases in Fopulation or in Frice levels, 
account for the growth in social welfare expendi- 
tures . A decision was made this year, however, 
that the implicit price deflators for consumption ex- 
penditures of the national income series is the best 
overall deflator for this purpose. The resulting 
figures differ very little from those that would be 
derived from use of the consumer price index. 

SOCIAL WELFARE AND ALL GOVERNMENT 
EXPENDITURES 

In 1960-61, social welfare expenditures from rub- 
lie funds represented 39 percent of all government 
expenditures-Federal, State, and local. The in- 
crease of 1.6 percentage points from the preceding 
year’s proportion resulted in large part from the 
continuing growth of old-age, survivors, and disa- 
bility insurance and the sharp rise in unemployment 
insurance expenditures. The proportion of Federal 
expenditures from general revenues going to social 
welfare (15.7 percent) also increased slightly, as 
shown in table 4. Of all State and local expendi- 
tures from general revenues, the proportion (56.1 
percent) used for social welfare was fractionally 
lower in 1960-61 than in the preceding year. 

Even though social welfare expenditures have in- 
creased substantially in recent years, they repre- 
sented a slightly smaller proportion of total govern- 
ment spending for all purposes in 1960-61 than in 
1928-29 and a much smaller proportion of expendi- 
tures from general revenues. State and local gov- 
ernments, however, were spending a considerably 
larger proportion of their total revenues for health, 
education, and welfare in 1960-61 than they did 

30 years earlier-whether social insurance expendi- 
tures are included or excluded; the increased share 
going to education is primarily responsible. 

Federal expenditures for social welfare purposes, 
despite their tremendous growth, have been 
matched or outpaccd (depending on whether one 
includes social insurance or looks only at expendi- 
tures from general revenues) by rising expenditures 
for war, defense, and international activities. In 
this series, expenditures for veterans are treated as 
social welfare expenditures. Because veterans’ pro- 
grams accounted for so large a part of all Federal 
welfare expenditures in 1928-29, if they were classi- 
fied as defense-related expenditures the remaining 
social welfare expenditures would represent not a 
declining but an increasing proportion (from 4 per- 
cent to 9 percent) of the Federal general revenue 
budget. 

PRIVATE AND PUBLIC EXPENDITURES 

Private expenditures for health, education, and 
organized income-maintenance and welfare pro- 
grams amounted to about $31 billion in 196C61. 
A small part of the private expenditures for health 
and a very small fraction of the private expendi- 
tures for education represent the spending of income 
derived from social insurance benefits. To this ex- 
tent there is duplication involved if total public and 
and total private expenditures for social welfare are 
added together. Indeed, private pensions or other 
benefits may also be spent for medical care or for 
education. A.n allowance for this fractional overlap 
was made in the estimate of total private expendi- 
tures cited above. 

TABLE 4.Social welfare expenditures1 in relation to government expenditures for all purposes, selected fiscal years, 1928-29 
through 1960-61 

Item 1928-29 

All social welfare expenditures from public funds: 
Total, as percent of total government expenditures.. .____. -__ 
Federal, as percent of total Federal Government expenditures... 
State and local, as percent of total State and local government 

expenditures *~~~~~~~~--.~~~~~~~~---~~~~~~.-.-.-~.~~---..~. 
Social welfare expenditures from general revenue 

Total, as percent of total government expenditures from general 

41.0 
24.0 

47.0 

~evenue......~.~~.~-~--.~..~~~~-..-~~~~-~.--.---~~~~---.~~ 
Federal, as percent of total Federal Qovernment expenditures 

from general revenue: 
Allpro~ams.~.~~.~..----~~.~~~~~~~~.-~.~~~~.-~-~~~~~~~~-.~- 
Veterans’programs ____...__.______ -_-._ _______ -.---.__-----. 

State and local, as percent of total State and local government 
expenditures from general revenue: * 

41 .o 

24.0 
20.0 

47.6 34.4 
7.2 6.0 

Allprograms.-..~~.~--~.-.~~~~~~--.---~.~~~~~~-.~~~.~~~~~-~- 47.0 49.8 55.1 
Educstion-----~...~~~.~~-.~.~~~~~~-..--~....~~----~~-~---~~. 32.0 29.8 29.6 

1 Expenditures from general revenues and from social insurance trust 
funds; that part of workmen’s compensation and temporary disability in- 

1934-35 

49.4 47.2 
47.8 36.1 

50.8 58.5 

48.6 44.4 

- 

_- 
193040 194445 1946-50 

______ 

3’:: 
36.7 
24.3 

57.8 61.7 

7.3 32.4 

3.2 21.3 
.9 14.8 

57.1 55.8 
37.2 34.8 

- 

.- 
1954-55 

31.6 
20.2 

57.6 

25.3 

‘28 

53.6 
38.6 

1959-60 

Xi:: 

59.6 

196Q-61 

3% 1 
28.3 

60.5 

29.9 

16.7 
6.3 

56.1 
41.1 
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Within any of the three groupings of expenditures 
-those for health, those for education, and those 
for income-maintenance and welfare services- 
there is no duplication between the public and the 
private expenditures. The relative size of public 
and private expenditures differs substantially in the 
three major fields. 

Health 

Total expenditures for health and medical care 
amounted to $29 billion or 5.7 percent of the gross 
national product in 1960-61. The aggregate 
amount was $2.1 billion or 8.0 percent larger than 
the amount spent in 1959-60 (table 5). 

Expenditures from public funds accounted for 
almost one-fourth of the total, or approximately 
$7 billion, when programs specifically concerned 

with health are combined with expenditures for 
medical care under social insurance, public assist- 
ance, welfare, veterans’, and school programs. 
(Data for most of these services are shown sepa- 
rately in table 1 under the specific program.) 
Public and private expenditures for medical educa- 
tion and training are classified as education rather 
than health expenditures. 

Public expenditures in 1960-61 were almost 10 
percent larger than those in the preceding year, 
increasing from $6.3 billion to $6.9 billion. The 
most significant gains in the public sector were 
reported in two categories : vendor payments for 
medical care under public assistance, which in- 
creased 9.5 percent, and medical research, which 
rose 27.5 percent. Vendor payments for medical 
care have increased annually at a substantial rate 
since 1957-58, as more States have adopted this 
method to pay medical care costs and as the Fed- 

TABLE 5.-Health and medical care: Private expenditures and expenditures under public programs, selected fiscal years, 1928-29 
through 1960-61 

[In millionsl 

Type ef expenditures I -I -I 1928 29 1934 35 193-o 194445 194*50 1954-55 195L56 195657 1957-58 1958-59 19.59-60 1Q6u-61 I I I I I I I I I 
I I I I I I I I 1~ I I I Total __._____.._____.___.--..........- $3,625.0 $3,257.7 $3,914.9 $7,533.2$12.387.5 $17,800.4 $19,312.5 $21,298.0 $23,071.1 $242865.7 $26.871.1 $29,014.7 ______ -- ___- 

Private expenditures-. __.___ ___.... -___-_ 
Healthandmedicalservices . . . . . .._._._ 

3,112.0 2,530.O 3,023.O 5,335.0 9,065.O 13,517.0 14,769.0 16.241.0 17,592.0 18,959.0 20.540.0 22,074.O 

Directpayments- .__.___ ___... --..-.- 
3.010.0 2,570.O 2,992.0 5,305.O 8,850.O 13,192.0 14,468.0 15,852.0 17,083.O X3,462.0 20,024.O 21.461.0 

12,goO.O ‘2,500.O ‘2,900.O ‘4,875.0 
Insurance benefits.....---.-...--..--- ..----.-. -_-___--_ __-_-.... -._....-- 

7,146.0 9.448.0 10,244.O 11,096.O 11,852.0 12,714.0 13,569.O 14,201.O 

Expensesforprepsyment .__.._ -- _____ ___.--___ -_-_--_._ -___--_.. .._..__. 
SE&,” 

Industrial in-plant service.. .._.. ..-._ 30.0 30.0 40.0 90.0 150:o 

2,; :; 
z 

2,;;;:; 3,$24:; 3,g67:l “,l%3:~ 4&S:; 5.346.0 
912.0 

210.0 221.0 232.0 245.0 255.0 265.0 275.0 
Philanthropy.----.-.--------.--.-.-.- 80.0 40.0 52.0 340.0 400.0 580.0 615.0 640.0 665.0 675.0 700.0 

Medical-facilities construction.. ..----- 102.0 10.0 31.0 30.0 215.0 325.0 301 .o 389.0 509.0 497.0 516.0 El:: 

Publicexpenditures... ._._ -.- _.._._ ------_ 513.0 677.7 891.9 
Health and medical services. _ _ . ..-.-. 

2,198.2 3,322.5 4.283.4 4,543.5 5,057.O 5,479.l 5,906.7 6,331.l 6,940.7 
414.0 E:o” 836.8 

General hospital and medlnrl mre..... 
2.130.5 2,737.5 3,897.l 4.162.2 4,579.0 4,987.3 5,291.l 5.769.2 6,385.Z 

215.0 415.0 485.7 
Defense Department facilities .___._.._ 

1.174.0 1,449.5 1,577,s 1,707.O 1,881.5 1,911.4 2,116.5 2.314.9 
30.0 39.0 45.0 1,100.o 332.0 602.6 620.1 660.4 710.6 694.1 659.3 718.5 

Medicare..-......-.--..-....-...-.... __-_.._-_ __.----.- -_-.-_-_- -_-_..-_. -......_- _........ __....._- 24.4 89.5 79.8 59.8 59.6 
Veterans’ hospital and medical me.-- 30.0 56.0 72.1 96.3 585.9 722.0 723.5 732.9 794.1 836.0 867.2 932.5 
Public awistarm fvendor medical 

~zIy~Ix”rs,.~.. 
Workmen’s cmnp, 

benefits) *----- 
Temporary disabili 

ical benefits) a..-------- __._ -. .____ _ 
Medical vocational rehabilitation..--- _ 
Maternal and child health services.... 
School health (educational agencies).-. 
Medi~lresearch’...---.--..---.-.-.- 
Other public health activities .____ _-.- 

Medics&facilities construction.. .._ ._._ 
Veterans Administration _.__ __..___. 
Defense Department-..---.-- ______._ 
Other ___._. 2. .___._.___..._..____--.-. / 

Total expenditures as ~errxmt of PTOS na- /r---/----7--l-l- 
tional pa oduct ____..._. -.-- ._._ -..---. 3.6 4.7 

Publlcexpen-m.-__ _ ~ditrlw. m percent of total ex- I 
14.21 

I 4.11 
penditures. _ __ __ __ Xl.81 ml _...--__-__._..---.. 

Personal health care expenditures: 0 ..___._ 
Totalamount..~.~-.--.~~~~~----~....~~. 
Percent from: 

q ,::I :::I 2:::! ,::( ,:::I ::t; d:‘4 ::i 

110.7310.830.1 $15,926.4$17,412.4$19,033.9~,316.6~,192.4$23,946.0$~,723.8 

._.... --. 5.0 6:; 13:: 6;:: 
9.0 9.9 17.9 

___.--.. __.._.... 3.1 % 

‘Fit 124.0 37.9 ‘3:: 222.8 67.7 
4.0 2.9 14.1 16.2 

(9 (9 
95.0 35.0 %.o %.5 

Private expenditures.--w--- __.___. --._ 83.2 82.0 
Direct payments ______.______ --.._-. 2: 81.3 79.8 
Insurance benefits. _._____.___.__ -.. _ _ _. _. _. ___.___._ _- __.._ -_ .__. 

Public expenditures-.. _____..._ --___-_ 9.5 16.8 18.0 
, 

%3,304.0 $3.075.8 $8.633.2 $7,1 

1 Includes any insumnoe benefits and expenses for prepayment (insurance 
premiums less insurance benefits). 

a Includes medical benefits paid under public law by private insurance 
carriers and self-insurers. 

1 Excludes medical benefits paid under public law in California and New 
York by private insured and self-insured plans; such benefits included in 
insurance benefits under private expenditures. 

1.4 
7.4 

29.8 
30.6 
55.0 

328.4 
535.0 
156.2 

33.8 

6.0 
9.2 

92.9 
66.3 

105.9 
315.8 
386.3 

“E 
344.4 

6.6 
11.0 
97.3 
74.2 

115.9 
368.2 
361.3 
27.2 
25.8 

308.3 
-- 

7.7 
12.7 

113.2 
81.0 

183.0 
414.1 
478.0 
36.8 
83.4 

357.8 

1::: 
122.1 
85.6 

237.5 
352.5 
491.8 
33.3 

4k1: 

14.6 
16.6 

% 
300.3 
411.6 
615.6 
45.7 
43.8 

526.1 
-- 

15.6 
17.7 

139.4 
101 .o 
460.0 
420.2 
561.9 
57.5 
36.2 

468.2 
-- 

19.4 
20.4 

152.4 
108.0 
586.3 
445.1 
555.0 

i;83:; 
473.1 
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era1 Government has shared to a greater extent in 
this type of payment. Enactment of the program 
of medical assistance for the aged (Public Law 
86-778), effective October 1, 1960, also contributed 
to the increase shown in the fiscal year 1960-61. 

Public funds, amounting to $586 million in 
1960-61, now support three-fifths of all medical and 
health-related research. In the private sector, re- 
search funds are not shown separately. Part of the 
Nation’s expenditures for philanthropic purposes- 
about $112 million in 1960-61-is allocated to 
research. An additional $292 million for research 
comes from pharmaceutical, medical supply, and 
medical electronic industries. These expenditures 
by industry are excluded from the series, however, 
since they are presumably included in the costs of 
the products (drugs, supplies, and equipment) and 
are therefore reflected in the direct payments and 
insurance benefits. 

The data for fiscal years 1959-60 and 1960-61 on 
medical research expenditures from public funds, 
developed by the National Institutes of Health, 
have been improved and expanded to include re- 
search expenditures that are directly related to 
health but that are derived from funds supported 
for other than medical or health objectives. The 
data for years before 1959-60 were primarily limited 
to research identified as medical and health-related; 
adjustments to include the expanded definition are 
not available for previous years. 

Government expenditures for health and medical 
care are now more than 10 times the amounts spent 
in 1934-35. In addition to this substantial increase, 
there has been a considerable shift in the source of 
the funds. Federal expenditures for health ex- 
panded at a faster pace than State and local ex- 
penditures for these purposes from 1934-35 to 1944- 
45 (table 6). During the war years the Federal 
share of public expenditures for health showed a 
considerable increase but since that time has fluc- 
tuated between 41 percent and 44 percent. Ex- 
penditures for health from Federal funds accounted 
for a slightly higher share of the total in 1960-61 
than in the immediately preceding years, largely 
because of the rise in public assistance vendor pay- 
ments and in medical research, already noted, and 
increased expenditures for medical care in the facili- 
ties of the Department of Defense, which had de- 
clined in the 2 preceding years. 

Private health expenditures amounted to $22.1 
billion in 1960-61. Included are direct payments 
by consumers, insurance benefit expenditures and 
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the cost of providing such payments, industrial m- 
plant health services, philanthropic expenditures for 
health purposes, and private funds going into medi- 
cal-facilities construction. 

TABLE 6.-Public expenditures for health and medical care by 
source of funds, selected fiscal years, 1934-35 through 1960-61 

$677.7 
891.9 

2,193.z 
;.32:: 

4:543.5 
5,057.l 
5,479.0 
5.W6.7 
6,331.l 
6,940.7 

4i% 
1,3ti9 
1,416.9 
y& 

2:125.0 
;34,“:1” 
2: 742.0 
3,070.4 

%:i 
336.3 

3,376.6 
3,539.l 
3.870.3 

Percent Of total 

I 

18.0 82.0 
21.4 73.6 
62.0 38.0 
g:; 

42:0 

2 57.4 

:28” 2:: 

43:s E 
44.2 55.8 

These private health expenditures also include 
government contributions to health plans for em- 
ployees. Although the expenditures are from public 
funds, the voluntary feature of the government 
employee health plans justifies placing them in the 
private sector. Such plans permit the employee a 
choice of participation. In addition, the plans are 
generally underwritten by private organizations 
that do not distinguish between government em- 
ployees and other insured persons in reporting their 
data. The amount representing payments for in- 
surance benefits for 1960-61 thus includes the ex- 
penditures under the first full year’s operation of the 
Federal Employees Health Benefits Act covering 
1.8 million Federal employees and their 3.7 million 
dependents. These expsnditures amounted to $318 
million, of which $119 million represented the 
Government share of the cost of the program. 

If expenditures for medical-facilities construc- 
tion, medical research, general public health activ- 
ities, fund-raising costs of private philanthropy, 

and the expenses of operating prepayment plans are 
omitted, the remaining expenditures represent those 
spent for personal health care. Public funds ac- 
counted for 21 percent of personal health care ex- 
penditures in 1960-61, compared with 10 percent in 
1928-29. Health insurance benefits, almost non- 
existent in 1928-29, covered 21 percent of personal 
health care expenditures in 1960-61. Direct pay- 
ments by consumers met 55 percent of such costs in 
the latter year, compared with 88 percent in 
1928-29. 

11 



Education 

About four-fifths of all expendit,ures for educa- 
tion in this country come from public funds. The 
proportion remains the same whether one considers 
both current and capital outlays or current expendi- 
tures only. 

The boundaries of what should be regarded as 
expenditures for education can be defined in several 
ways. In its compilations of Federal funds spent 
for education, the Office of Education has included 
a number of types of expenditure that are classified 
in the social welfare expenditure series under other 
headings. The largest of these expenditures are 
veterans’ educational benefits, shown in table 1 
under the veterans’ program, and those for the 
school lunch program, shown under “other” welfare. 
The Office of Education compilations have also in- 
cluded some items that were omitted entirely from 
the social welfare series, such as rural library serv- 
ices, agricultural extension services, promotion of 
apprenticeship and training in industry, and inter- 
national educational projects. 

The resulting differences in the aggregate esti- 
mates have caused considerable confusion. During 
the past year, staff in the Office of Education and 
the Social Security Administration have worked 
together in an attempt to arrive at common or more 
easily reconcilable definitions and estimates. 

The Federal Programs Branch of the Office of 
Education is now planning to group the data it 
presents in its summary table on Federal funds for 
education under two main categories: (1) Federal 
funds supporting education in educational institu- 
tions, exclusive of payments for services rendered to 
the Federal Government (subdivided into grants 
and loans) and (2) supplementary expenditures for 
education. The second category includes such 
items as the school lunch program, shown under 
“other” welfare in the social welfare expenditure 
series, and the several types cf expenditure that 
have been and continue to be omitted from that 
series. 

The item for Federal funds for education, plus 
veterans’ educational benefits, in the social welfare 
series will now differ from the Office of Education 
data on grants for basic educational expenditures 
in minor respects only. A few small items in the 
Office of Education series are classified under other 
headings in the social welfare series: under health, 
the training of public health personnel ($3.8 million 
in 1960-61) ; under unemployment insurance and 

employment security, the vocational testing of high 
school seniors ($4.8 million); and under public as- 
sistance and under child welfare services, the in- 
service and educational leave expenditures of the 
Bureau of Family Services and the Children’s 
Bureau ($2.5 million). The social welfare series in- 
cludes expenditures for the education of Federal 
military and civilian personnel at military acad- 
emies and elsewhere ($68 million in 1960-61), which 
the Office of Education includes in its supplemen- 
tary category. To be consistent, moreover, with 
the treatment of other programs, the social welfare 
series includes the cost of administering the Office of 
Education, which is omitted entirely from their data 
on Federal funds for education. Finally, the social 
welfare series omits the value of surplus property 
transferred to educational institutions ($9.5 million 
in 1960-61). 

A committee appointed by the Office of Education 
to review a number of its statistical series has not 
yet completed its work. It is possible that there will 
be some further changes in the reports for 1961-62. 

It was not possible to carry the changes made in 
the current series back farther than 195960. Con- 
sequently, the figures shown in table 1 and table 7 
for 1959-60 and 1960-61 are not strictly comparable 
with those for earlier years. The net differences 

TABLE 7.-Expenditures for education, selected fiscal years, 
1949-50 through 1960-61 

[Amounts in millionsl 

Program 1949-59 
- 

Totalamount...~~.~. .____.__ -___ $10.902 

Public expenditures ______ __._..____. 9,314 
Current _..____..-- _ _....----..-.--- 7,984 

Elementary and secondary I- ____ 4,696 
Higher education other than 

veterans-.----.---------------. 
Veterans’.-----..------.-..---.-. 2% 

Construction. _ _ .___ -- ____..______. 1,329 
Elementary and secondary ._____. 1,019 
Higher education .______._______. 310 

Private expenditures---- _______._____ 1.589 
Current . ..__ -- ______ _______.._____ 1,308 

Elementary and secondary--- 
Higher education. .- _____..._____ ii: 

Construction~.~ ____ -- ______.______ 282 

Public expenditures as percent of: 
Total expenditures ..__......____._. 85.4 

Current expenditures _._.....___._ 85.9 
Elementary and secondary ._.._. _ 90.3 

Other .______.._.____...... .__. 80.4 
Construction _.___. ..__._.... .___ 82.5 

.- 

- 
1954-55 1959-60 
-__- 

114,230 $22,492 
__~- 
11,852 18,470 
9,291 15,217 
7,618 12,715 

973 2,097 

2,% 
“3E 

tip 

‘371 

2,378 4,022 
1,868 3,477 

818 1,527 

‘E 1.950 544 

E 82.1 81.4 
90.3 89.3 
61.4 56.2 
83.4 85.7 

196&61 
-- 

$24,275 

;~Jg 

13:673 

2,344 
253 

3,461 
3,108 

353 

4,544 

%I! 
2:266 

579 

81.3 
80.4 
88.9 

fit: 

1 Excludes school health expenditures! which are inc!uded in this series 
under “public health and medical services.” 

resulting from the new classifications are small. On 
the old basis the total for public expenditures from 
public funds would be $14.9 billion for 1959-60 and 
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$15.9 billion for 1960-61; on the revised basis the 
totals are $15.3 billion and $16.4 billion. 

Income-Maintenance and Other Social Welfare 
Programs 

It is not possible to measure aggregate expendi- 
tures for income security in the same way one 
measures total expenditures for education or for 
health. Retired persons, disabled earners, and 
widows and orphans have sources of support-pri- 
vate savings and investments, help from relatives 
and friends-that are not identifiable in any 
statistics of total income flows. The total spent 
under organized income-maintenance and welfare 
programs, however, can be measured. 

In recent years, private employee-benefit plans 
have developed rapidly. In 1969-61 they paid cash 
benefits-excluding all health insurance benefits-of 
about $3.8 billion. About $1.8 billion represented 
pensions for retired workers; $1.1 billion, group life 
insurance; $0.8 billion, temporary sickness benefits 
or paid sick leave; and $110 million, supplementary 
unemployment benefits. In addition, employee- 
benefit plans financed almost three-fourths ($4.5 
billion) of the health insurance costs-benefits plus 
expenses of prepayment-included above as health 
expenditures. 

Relatively little of the money spent by private 
welfare agencies now takes the form of cash pay- 

ments to recipients; most of it is used to provide 
services. In 1960-61, private philanthropic contri- 
butions used for such welfare services as institutional 
care, family counseling, recreation and day-care 
services, and emergency relief amounted to $1.1 
billion. 

Table 8 shows the amounts spent from public and 
private funds for organized income-maintenance 
and welfare service programs in recent years. When 

TABLE &-Expenditures from public and private funds for 
organized income-maintenance and welfare service programs, 
selected fiscal years, 1949-50 through 1960-61 

[Amounts in millions] 

Source of funds 1949-50 
I 

Total amount (excluding ex- 
penditures for health).._-.- ____ $11,915 

Public expenditures- ._.__ ._.__ ---.__ 
Social insurance-... _______.__ -- . .._ 

l;,;;; 

Veterans’ prognmls _..__ _.... --.. _ 21946 
Public assistance and other welfare 

p*~pr~~S....-~..~--.~~~-.-~~.-.- 2,890 
Private expenditures.... ____ -- .__.. -. 

Employee-benefit plans---.--.-.--- 
1,;;; 

Philsnthropy~~--~~.~--~~~~--~~~.-- 685 

Percent of total: 
Public expenditures ___.. -__- __.____ 88.6 
Private expenditures-.. ____ -- _-__, 11.4 

T 

-- 

__ 

I - 

1954-55 I 

$18,512 

-. 

-_ 
15,781 27,328 
9,510 18,832 
2,908 3,744 

4,752 

xii 
1:075 

35.2 85.6 
14.8 14.4 

i 

1959-m 

$31,928 

5,080 
4,965 
3,825 
1,140 

86.2 
13.8 

consideration is limited to “guaranteed” cash 
benefits-social insurance, veterans’ service-con- 
nected pensions, and cash payments under private 
employee-benefit plans-it is found that in 1949-50 
the public programs accounted for 92 percent of 
total expenditures and in 196G61 for 87 percent. 
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