Social Welfare Expenditures, Fiscal Year 1974
by ALFRED M. SKOLNIK and SOPHIE R. DALES*

AIost of the $28 billion expansion that took place
in aooial u?elfare expenditures under public programs an fiscal uear 1974 was eaten up by anflation.
Data compiled for this annual 8enes revealed that
the IS-percent increase in social welfare
expenditures, when adjusted for prwe and population
changes, reduces to 3 percent, the smalleat annual
rate of growth in real terms since 1960 Nonetheless, the proportion of the gross national product
that was directed to pzcblic social u?elfare expcnditures rose durzng the year to 18 percent. The
proportion of government spending for such purpoeee aleo rose-to 56 percent.

AN ESTIMATED
$242.4 billion was spent in
fiscal year 1974 for social welfare purposes under
public law. This amount represented an increase
of $28.2 billion from 1973, the largest absolute
increase in the history of the series, which dates
back to 1929. In relative terms, the 1974 increase
of 13.2 percent, while somewhat larger than the
11-12 percent increases of the 2 preceding years,
did not match the average annual increase of 14
percent registered for the 1966-71 period.
Most of the 1974 advance in outlays for social
welfare, as defined in this article, can be attributed
to inflationary pressures as Federal wage and
price controls were phased out. When the data
are adjusted for price changes the 1974 increase
in per capita dollars comes to 3.3 percent-the
smallest annual rate of real increase since 1960.
Social welfare expenditures as a percent of the
gross national product (GNP) continued to rise
nonetheless-from
17.5 percent in 1973 to 18.0
percent in 1974. In part this is attributable to a
slower growth in the GNP at a time when inflationary factors continued to affect social welfare
spending. The Nation’s output of goods and
services rose 10.2 percent in fiscal year 1974, compared with 11.3 percent in 1973.
Another trend continuing unabated is the increasing proportion
of government spending
(Federal, State, and local, taken together) that
is being devoted to social welfare activities. The
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proportion has been rising about 1 percentage
point a year, reaching 56 percent in 1974. The
trend is most noticeable at the Federal level where
social welfare expenditures absorbed 40 percent
of the budget in 1970 and 52 percent in 1974.
Even when just “discretionary”
(non-trust-fund)
government expenditures are considered, the rise
has been from 38 percent to 45 percent during
this period (24 percent to 35 percent for the
Federal Government).
Social insurance and public aid programs were
responsible for more than three-fifths of the $28
billion expansion in social welfare outlays in
1974. Education programs accounted for another
one-fourth. The old-age, survivors, disability,
and health insurance (OASDHI)
program alone
disbursed $8.5 billion more in 1974 than in 1973.
With the introduction of the new Federal supplemental security income (SSI) program, total
public aid for the fiscal year rose by $5 billion.
With private social welfare spending included,
the grand total for social welfare expenditures
reached $336.3 billion in fiscal year 1974 and was
equivalent to one-fourth of the GNP. Public
spending accounted for 71 percent of all social
welfare outlays and continued to dominate the
areas of income maintenance, education, and welfare. The Federal Government continued to be
the major source of this spending-supplying
58
percent of all social welfare expenditures from
public funds. As recently as 1965 this proportion
was less than half.
Public social welfare expenditures are defined
in this series as cash benefits, services, and administrative costs of all programs operating under
public law that are of direct benefit to individuals
and families. The programs included are those
for income maintenance through social insurance
programs and public assistance and the public
provision of health, education, housing, and other
welfare services.
Private social welfare expenditures, as defined
here, represent direct consumer expenditures for
medical care and education, expenditures of private employee-benefit plans (including
group
a

\

health and life insurance for government employees) , industrial in-plant health services, private health insurance benefits and the cost of
providing
this protection, and philanthropic
spending.
Fiscal year 1974 witnessed the second year of
a new form of Federal assistance to the States
called general revenue sharing.l Under the State
and Local Fiscal Assistance Act of 1972 (Public
Law 92-512), the Federal Government allocates
to States and localities funds that they may spend
for almost any purpose without the matching
requirements attached to many grant programs
and with minimum restrictions. General revenue
sharing payments are being made to States and
localities at an annual rate of about $6 billion,
compared with about $48 billion* disbursed in
Federal funds under “regular” grants programs
for specific purposes.
Until the advent of revenue sharing, regular
Federal grant programs were for the most part
easily incorporated into the social welfare expenditure series, since their very specificity
easily determined the classification of the pr6gram for social welfare purposes. (Under the
concepts of the social welfare expenditures series,
Federal grants to State and local governments
are regarded as Federal expenditures and are
subtracted from gross expenditures reported by
State and local jurisdictions.)
With general revenue sharing, it is more difficult to characterize and classify in a timely
fashion the nature of the expenditures from
revenue sharing funds because this information
is dependent upon reports States and localities
are required to file with the Federal Government.
So far, one actual use report has been compiled
and issued by the Department of the Treasury.3
It sheds only scant light: actual use is reported
by recipients for only $2.8 billion of the $6.6
billion disbursed up to June 30,1973. As the State
1 For a description of the general revenue sharing
program and a report of State and local uses of its funds,
see Sophie R Dales, “Federal Grants 1973” and “General
Revenue Sharing : A Closer Look,” both in social Security
BuZZetin, October 1974.
‘Special Analyses, Budget of the United States Government, Fiscal Year 1975, table N-l, page 205
‘David
A. Caputo and Richard L. Cole, Revenue
Sharing: T?le First Actual Use Report8 (prepared for
Office of Revenue Sharing, Department of the Treasury),
March 1. 1974.
4

and local governments have 24 months after the
end of the entitlement period for which the
checks were issued to use, obligate, or appropriate
their revenue sharing receipts, a lag of this nature
will undoubtedly exist during the entire B-year
life of the program. The current article, therefore, does not include Federal revenue-sharing
funds-as such-in the tabulations.
It should be noted that this omission does not
produce any significant understatement in the
aggregate amount of social welfare expenditures
reported in the series. To a large extent the shared
revenue funds are already included in the series
as part of the regularly reported gross expenditures of State and local governments. What is
affected by the omission is the distribution of
spending between Federal and State-local jurisdictions. The Federal share is understated and
the State-local share is overstated by the amounts
of general revenue sharing received within the
States.
Some measure of this Federal understatement
may be obtained from the cited report of the
Office of Revenue Sharing. States and localities
reported use of about $941 million in fiscal year
1973 for what would definitely be classified as
social welfare in this series, with another $39
million that might on closer inspection be classed
in part or in total in the same category. Of the
$2.8 billion reported as used by June 30, 1973,
an outlay of $687 million for education was
the largest amount spent by States and localities
for any single permitted function. Health expenditures of $166 million and $88 million spent for
social services for the poor or aged complete the
$941 million.
The social welfare expenditures series has several other characteristics that produce understatements and overstatements. First, the data for
certain State-focal expenditures are based on the
Bureau of the Census series on GovernnzentaZ
Finances-a source that does not adjust for the
effects of differences in fiscal years among the
hundreds of local governmental units. While all
but three State governments have a July lJune 30 fiscal year (the dates used in the social
welfare series), only 30 percent of the cotinties
and 47 percent of the 100 largest cities (these
percentages are weighted by population) have a
fiscal year ending June 30. The calendar year is
the most common alternative.
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In reporting expenditures for local jurisdictions the Census Bureau attributes all expenditures to the fiscal year ending June 30 if the
last day of the locality’s fiscal year falls within
the July l-June 30 fiscal year. The data for many
local jurisdictions
include, as a result, some
expenditures that were not actually made during
the fiscal year ending June 30 and exclude some
expenditures that were made during that fiscal
year.
In a period of rising social welfare expenditures, as has been the case in recent years, the
exclusions are larger in amount than the inclusions, thus producing an understatement in the
series. According to estimates by the Social Security Administration, the understatement in Census
of Governments data for any one year is approximately 15 percent of the year-to-year increase
in the reported expenditures.4
In dollar amounts, the understatement comes
to roughly $235 million in 1974, inasmuch as
only about one-seventh of State and local expenditures presented in table 1 ($12.8 billion in
1973 and $14.4 billion in 1974) are derived from
Census Bureau data. The balance comes from
sources-mainly Federal and State program agencies-that report data for a July l-June 30 fiscal
year.
On the other side of the ledger, some overstatement appears in the social welfare series
because of “duplicated” expenditures. One example involves the premium payments by State
public assistance agencies on behalf of Medicaid
recipients (the so-called “buy ins”) for supplomentary medical insurance (SMI) under Medicare.
These premium payments appear in the series
as part of the vendor medical payments under
public assistance. To the extent that these premium payments into the SMI trust fund are
subsequently used to reimburse ShD services,
they are counted again under the Medicare expenditures.
The total amounts of the premiums that have
been paid by States since 1967 to ‘(buy in” for
Medicare coverage of aged assistance recipients
are as follows:
‘The detailed work underlying
these estimates was
done by Donald J. Cymrot, Interprogram
Studies Branch,
Division of Retirement and Survivor Studies, Of&e of
Research and Statistics.
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Fiscal year

Amount
(in millions)
1967 _____________________________________ $32.1
1968

--_----------------------------------

53.0

1969 _____-_________-____----------------1970 _____---_-_____-------_-------------1971 _____---_-_____---------------------1972

75.8
97.2
131.5

137.9
149.3
155.2

_____________________________________

1973 -____---_-_____---------------------1974 -____-----_____----_-----------------

EXPENDITURES IN FISCAL YEAR 1974

Although social welfare expenditures have increased at the fairly constant rate of 11-13
percent during the past 3 years, the various
categories continue to display different growth
patterns, as the next tabulation shows. Except for
housing expenditures (which, despite a rise of
nearly one-fifth in 1974, still accounted for no
more than 1 percent of all social welfare expenditures), the largest 1974 increase-more than 17
percent-was registered in the public aid category
(table l), as the new Federal supplemental security income (SSI) and comprehensive employment and training programs got underway. This
public aid increase represented a reversal of 3
years of decelerating annual increases: 29 percent in fiscal year 1971,23 percent in 1972, and 10
percent in 1973.

a0c131insuranWJ__----___.-_____----__
12.7
Public aid ________.___________________ 22.0
Health and medlcsl programs ________
13.8
Vetorans’programs-....--.--.------10.2
Education ___________________________
Othersocial welfare __________________ 4::

1i%

14 4
17.2

1:::
1:::

The social insurance category had the next
largest 1974 increase (14 percent), followed by
education (12 percent), and health and medical
programs (11 percent). The latter rate represented a resumption of the “normal” increase for
health and medical programs, which had fallen
to just 2 percent in 1973. (The health and medical
category does not include medical program adjuncts to social insurance, public assistance,
veterans’, and other social welfare programs.)
The smallest increase of 1974 was for veterans’
programs. The 7.5-percent increase here was less
5

than three-fifths of the 19’73 increase, a peak
growth year for the Vietnam era.
The 19’14 spurt in public aid stems from a
number of factors, the major one being the
introduction of adult assistance cash programs
under SSI on January 1, 1974. The first 6
months’ expenditures of $2.8 billion under this
program more than offset the year’s drop of $1.2
billion in expenditures under the regular cash
TABLE I.-Social

payment public assistance programs. After January 1, 1974, the latter consisted almost exclusively of Federal-State aid to families with
dependent children and State general assistance,
as SSI took over the payment of a guaranteed
monthly income to the needy aged, blind, and
disabled.
Altogether, $12.6 billion was expended in 1974
under both public assistance and SSI programs

welfare expenditures under public programs, selected fkal
[In mllllons]
1929 1

1959, 1

1965 1

lsa0

1

years, 1929-741

1966 1

1970

1

1971 1

1972

1

1973 1

1974’

Total expenditures
Total __________________._--.-.-.--- 33,921 2 $23,5034
-I
loch1 Inauranoe.___._.__________._______ 342 4
Old-age, survlvore, dlaablllty, and
health lneurance *__________________
__________,
Health ineuranoe (Medicare) 4_____.___________,
Railroad retirement 1_.__._____._______
__________,
Public employee retirement *__._._.___
iia i
Unemployment insurance and emloyment service s___________._____
__________,
Raillkad unemployment Insurance. ___ __________.
Railmad
temporary disability incurame-.. ____. . . _- __. _. ______. ___-,- __. _. _____
Nate tom rary dleablllt lnrnr;xe _ ________._,
Hosplta Y and medical 8,
-.-.m e-_-m~-ii
Workmen’s oompeneatlon *____.__.____
76 0
Hospital and medical hene5t.eem----Public ald _______.__.._____._.___I_______
Public aeeistance‘0._._______________._ i%
Vendor mediaal paymentn II__._________.______.
f&la1 services 4________._____________
__________.
Su plemental eecurlty income *em
Otger lI_..________________._____
XX -‘-**----i
Health and medical programs I(-. _______ as1 1
Hoe ital and medlcal care _ ___
:t i
mgrams______
X.-::::::
AlIan
Deferrer iziepartment 16_.____________
:i4
Maternal and ohild health programs I*Medical remarch a- .________________
_-.___Medioalreeearoh _.____._______________
_______
i-i
Sohooi health (educational a@nclee)ll.
Other public health actlvltlea __________
Medloal-facilities oonstruction _________ 1: :
E;teae Department.. .__.__________. .._ -i~-~
..__...-...---...___-.-----.-..
Vetmann’ programs ____._________._._...Pension8 and compensation la__________ iE
509 I
Health and medical ummuns _________
I
Hoapital and medikalkre ___._______
Hoe ltal oonatruation ____________.___ 1:
Me a ical and prosthetic reaearch_.- ___-.-_-__.
----- iKz
&duo&ion. ___-________________________
Llfa insurance 19.______________________
Welfare and other ..___________________ 358
I____.____._________._.__
Education 10____
Elementary and secondary __..._______ 2%
Construction *n ____.__._..__.____.._ ‘;g ;
H bar.-..................--.----.---‘eonstructlon s__.___.___._.__._..____
Vocational and adult *I________________ 34.;
Housing ____. . _____________.__. __________ __. . _._____
“o;tmc hounlng_..__-__-___..-___..____---____-_-_....._..__._._._-_.-----..--...I----.-----. I
Other eoolal welfare _....._._.___________
‘! :
Vooatlonal rehabilitation ____-_~~~~~~~
MedIcal eervloee u __.__________._~~~~
Medloal research w.._..______.__._.. ------i i:i.
1natltut:onal oare sI_._._._..__.______
-.----.....
Child nutrltlon $4______-_._._______-___
Chlld welfare s ___________._______.____
_._____....
Speolal OEO and Action programs Y.- __________.
“;t’,dw;lfam,
not eleewhere olaeeb
_.-__----.-.-..----*. -..-..- --..------.

192.3562

214,1789
98,602.O

16,997.S
..~i~-i

ix!
2:692
16.466

4:526 6

“,%

i

81.0
8420
71.2
?%
I .
6,283

33,623.l

4

y;
;
9 .
.________.
.________.
406.6
6,246

4

“A;

8”

a.452 a
227:a
i
142 2
671 0

1,164

%!
ss7:2

~J@.$*~

‘746 0

6,674 1
5,696

2

1.019.4
914 7

::*i
.l

yg.;
'610 0
6308

Seefuotnotrr at end of table.
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welfare expenditures under public programs, selected fiscal years, 192Q-74~ConG~ed
[In miiiione]

Program

1928 _ 1

19W

1

1955

1

lee0

1

1966 1

1979 1

1971 1

1972 1

1973 ]

1974’

From Federal funds
Total --------..-----------------..67984 $10,6411 $14,622g
Social insurance _------.--------------.-55 9
2,103 0
6,385 0
Old age, survivors, disability, and
health insurance *______________.__
__________. 784 1
4,436 a
Health ineurance (Medicare)‘-----.-- ----------.
.. . .. . . . . . . . . . . . . .
Railroad retirement 8---------------.-------iii-i
SW 0
Public employee retirement I---------EE
8006
Unemployment ineurance and emloyment service 6____________
_.__ __________.
Raii%ad unemployment insurance ---- ----------.
Railroad temporary disability ineurante---------------------------------------..
“2; :
"wi
Workmen’s compensation @
-----------40
52
68
Hospital and medical benefits a---.-.6
1,604 2
Public aid ------.--.------.-----------.----------..
Pubiic assistance 10-------------------------_---.
1,444 ;
Vendor medical payments *1------.-- ----------.
Social cervices 4-L .............................
S plemental security income I’------- ----------.
O#er **...............................
I...........
Health and medical programs 14---- --.-Hoepital and medical care----------.-Civilian mgrame ------------------Defense 8 epartment *s-------------Maternal and chlid health programs I@Medical
research 0_________________~~
-.
Medical research______________________
-.... ... ... .
Other public health activities _______
.__
“Z
Medical-faoilitias oonetnwtion --------g;Ese Department -.--------------...._......
9
. . . . . . . . . . . . .. . . . . . . . . . . . . . . . . .
6.386 2
Veterans’ pm-s
_______.______________ 667 9
4647
2,092.l
Penslons and compensation 18______-Health and medical programs ---- ----i.iE :
Health and medical care_____________ 2
161 5
Hoe ltal construction _____________~~ 42
Me Bical and Dro8thCtiCresearch-..2.69; i
Education __.__I________-______________
475 7
Life insurance r*________.______________
a78 8
Welfare and other --------.----------.1
36 5
Education 10----------------------------96
Elementary and secondary ____________
Constmction 0______.________________(a)
H her _____________
___________________
3 onstruction *----------------------l2 i
Vocational and adult ~~______________~~ 14 a
14 6
Housing _________________________________
-_-___-.
;;;b$ housing ________________________
__________.
14.!
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . -..........
Other aoclal welfare ______________________ 14
Vocational rehabilitation ______________
Medical services *I_____-____________
.:
Medioal research n- ___________
_______________
i’
Institutional care l* ____________________
Child nutrition *a______________________
_.__--.
Child weltare *s________________________
___.______.
Special OEO and Action programs W- __________.. . . . . . . . .
71
Social welfare not elsewhere classified *‘- __________.

I24 956 7 237,7117
14,3072

21,806 6

177.3340
45,245

76 7

ii a

. . . .._....
59

:%i f:
‘545 0
. . . .. . .. ..
4

1,737 a
9835
103 4
8801
as a
%i
2351

1:szs 9
6,682 1
1,678 1
49 6

0998

:t :

2,780 6
1.074 7
137 9
936 8
734
1.11: :
2; 4

12 Y

2682

3

6,010 6
4,141 4

61 1
147 9
al7

ld i

iii ;

26

1

468 1

1,498 7
677 6
‘2:

“E ;
441
loo 06

62 5
406 6

a81 4

6415

5,143

. . . .. . . .._ . . . . . . .. . .

.. . . . . . . . .
2,299 0
1,234 0
494 0
115 0
a76 0
13,677

8,046
4,126

7

6,822 5

2.S37.6

2,766 6
116 9
a2 0

“*Z

t

867.7

2,Qg;
“J54 3’

a
4

27 8

2,g

604 1

976
2,131
1,263

E i
.. . . . . . . .

;

6
7
0

a667

‘J474;

“ifi i
11 2
66

130 2
. .. . . . . . . .

m; ;

92

.. . . . . . . .
12 4

E%! i
2:6Q26
10,6494

6: i

1,485 4
SW 3

5,673.l

2z

404
I

6,321 8

2,459 8
‘E !
1,217.O

9

“%o”

21E i
2.3410
269 0

867 9
441 9

!I

’ E

I

2

2:
163 4

:%i

48.229
8.819.2
1
2.141 2
7,648 4

2,370
413 26
1,966 6
146 2

;,z :
‘2858
1,7bQ6
lQ6 0
. .. . . . . . .

El !
196 9

a79 4
59 6
16 1

)ia9,579

i%i :
12.Q90
:
9,803 36 :xz
2:607 1
::;g ;
522 0
“%i:
,
.. . . . . . . . . . . . . . . . . . . . . . . . . . . .
2.064 2
3,187.4
4,162 0

ly& i
1:784 0
1,651 4
70 9
61 8
1,018 6
602 3
262 9

5,357

a.?00’

4 $106,3105

“X t

il.032 3 16.9975
.-.......,
. . . . . . . .._
934 7
1.128 1
1.519 9
2.780 6
473 5
216 2

$92,570

2 ---81,uB
53,902 6

45 a
784 9
261 3

3,166
718 61
‘ii 0”
1,232
26 8
1
7% :
am a

“G!i i
‘E :
l*bz~

-

z: :

See footnotes at end of table.

(including the State-administered supplementary
programs) for cash payments to needy individuals
and families, compared with $11.1 billion under
public assistance alone in 1973. Another factor
contributing to the upward trend was the 22percent rise in Medicaid expenditures in 1974 to
$11.2 billion;
the 1973 increase had been 19
percent.
The remaining components of public aid also
showed a greater overall rate of increase in 1974
than in 1973 (16 percent, compared with 11 perBULLETIN, JANUARY 1975

cent). Expenditures for the food stamp program
in 1974 increased at the accelerated rate of 27
percent, compared with a 1973 rise of 19 percent.
Under the new Comprehensive Employment and
Training Act (CETA) of 1973, increased expenditures of 10 percent were reported in fiscal year
1974 for programs previously operated under the
Manpower Development and Training Act of
1962, the Economic Opportunity Act of 1964, and
the Emergency Employment Act of 1971. The
1973 increase for these work and training pro7

grams had been 8 percent. CETA is the first Federa1 law to incorporate special revenue sharing by
TABLE 1 -Social

authorizing block grants to State and local governments for various manpower services, includ-

welfare expenditures under public programs, selected fiscal years, 1929-74 LContanued
[In miillons]

Program

1929

1960

1966

1970 1 1971 1
I
Fmm Stats and local funds m

1960

Total.-.-...........--------------I $3.122 8 I 312,9673 ,18,0171 ;27,3366
Social insurance ._____________---------Public employee retirement *____---__Unemployment Insurance and em1,769 9
ployment service *___________---_-_
217 6
State temnorary disablilty insurance vHospual and-medical benefits 8__________-2-$-3g H
6oE
Workmen’s compensation 9_______
_---Hospital and medical benefits L-..-74 4
187 8
I
I
Pubhc aid ________________.______
-------:%! 0”
Public assistance 10______________-_--__ E
Vendor medmal payments I~_________
________--- ’ 61 3
social services ’ __----_-_____-________
-_--------- ------ ---Supplemental security Income 12.__-_-- ___eev----- *~_~~~~-~.l _________er.............-....--------------1,460 0
Health and medical programs I’--- ______ g ;
Hospital and medmal care____________
i
60
83;: ::
Maternal and child health programs *v___-__-i-4 ----_----Medical research-.-.-- ________________
School health (educational agencies) I’2E i
Other public health activities _____-_--ii:
2930
Medical-facihties construction _______-_
Veterans’ programs.- ..____-___-_----+--- *------.--2,397 2
Education _______________________________
Elementary and secondary ______-----“*E 0”
Construction * ei___________________-170 0
Hi her ________________________________
8 onstruotlon e_______________________
(Y
206
Vocational and adult ri __________-_-------------H0llShlg... ______.___________-___________
Other social welfare ___________________-__
“.i
Vocational rehabilitation _________---Medical services e___________________
74 i I
Institutional care *x________________-__I

139,4636

%
__________
273 7
ii
126 0

1972 1

;86,03Q7

i68.6278

1973 ( 1974s

91,6453

9.445 6
3,142 0

4,977 6
3,099 0
235 3
76 0
240 6
846 7
474 0

479 6

1 Expenditures fmm Federal, State, and local revenues (general and speciai)
and trust funds and other expenditures under public law; includes capital
outlay and administrative expenditures unless otherwise noted. Includes
some ayments abroad Fiscal years ended June 36 for Federal Government,
most !dtates, and some localities.
s Preilminary estimates
r Excludes financial interchange between OASDHI and railroad retlmment
4 Included ln total immediately above, includes administration.
r Excludes refunds of employee contributions, includes payments to retired
* military personnel and survivors Administrative expensesfor Federal noncontributory retirement not available
e Includes unemployment compensation under State programs, programs
tbr Federal employees and er-servicemen, trade adiustment and cash training allowances, and payments under extended unemployment insurance
pm rams
r 6 ash and medical benefits in 6 areas. Includes private plans where applicable and State costs of adminlsterlng State plans and supervising rlvate
plans Administrative expenses of ail private plans and all data for R awail
not available.
s Included in total directly above, excludes administrative expenses, not
available se arately but included for entire program in preceding line.
* Cash anfI medical benefits paid under Federal and State laws by rlvate
lnsurancc carriers, State funds, and self-insurers Includes Alaska and R awall
beginning 1959-6Q.Administrative cost of private carriers and self-insurers
not avallable. Starting 1969-70,Federal expenditures include “black lung”
benefit program admlmstered by Social Security Administration
rvRepresents categorical pmgrams under the Social Security Act and
(from State and local funds) general assistance Starting 1963-69,includes
work incentive activities
11Included in total directly above, includes administrative expenses of
medical assistance (Medicaid) program
ix Benefits began January 1974. fiscal year 1973data represent admlnlstratlve expenses-only.
1) Work reilef, other emergency aid, surplus food for the needy, food stamps,
repatriate and refugee assistance, and work-experience training programs
under the Economic Opportunity Act and the Comprehensive Employment and Training Act Seefootnote 26
14Excludes State and local expenditures for domlclilary care in lnst1tution.s
other than mental or tubcrculosls and services In connection with OASDHI,
State temporary disability Insurance, workmen’s compensation, public as-

8

1986

45,031 9
3;.:6$ ;
7:814 6
1.251 9
1.6418
119 6

6,767 6
3,359 7
“E i
271 9
1.020 8
782 0
648

6.1Q67
“t% ii
79 0
E ;
957 0
598
53.8710
42.161 2
5.035 0
9,615 0
1,463 0
2,194 7

175 I

149 2

2,296 I
158 4
32 t
1,370 c
216 4
661 I
sistance, vocational rehabilitation, and veterans’ and antipoverty programs
(included in total expenditures for these programs).
it Includes medical care for military dependent families.
18Includes servmesfor crippled children. Starting 1970-71,excludes admlnstrative expenses.
11Starting 1974,data not separable fmm expenditures under “education.”
**Includes burial awards. Startmg 1984-66,includes subsistencepayments
to disabled veterans undergoing traiuing and special allowances for survivors of veterans who did not oualify under OASDHI.
-19Excludes the Servicemen’s Croup Life Insurance pmgmm
$0Federal expenditures for administrative costs (Oliice of Education)
and research included in total only.
rr Construction for vocational and adult education lncuded with elementsly-secondary construction.
* Medical services and research included in total, excludes administrative
expenses
J Federal expenditures represent primarily surphis food for instttutions.
State and looalexpendltures include someamounts for antipoverty programs,
foster care, legal assistance to the needy, and care of transients
1‘ Surplus food for schools and programs under National School Lunch
FodmChildNutrition Acts State and local funds represent direct appropriavsRepresents primarily child welfare services under the Social Security
Act. Starting 1968-69,excludes administrative expenses.
** Includes domestic programs consolidated in Ascalyear 1972under Actlon
(former VISTA, Foster Grandparents, and other domestlc volunteer programs) and special OEO programs such as community action and migrant
workers Other OEO programs listed in appropriate subsectionunder public
aid and education.
n Includes admlnlstratlve and related expensesof the Secretary of Health,
Educabon and Welfare and of the Social and Rehabilitation Service; Indian
welfare andguidance, aging and juvenile delinquency activities, and certain
man wer and chiid development activities
18l%t available
10Except as otherwise noted (see footnotes 7 and 9).
Source Data taken or estimated from Treasury re rts, Federal Bud&a,
Census o/ 43osemmnls and reports of Federal anr State admlnlstrative
agencies.For detailed description of programs and for single-year hlstorlcai
data see Social Iveffare Ex enddurea Under Pubhc Programa in tht Unitcd
&oh, 19.9~fQ66(Research i eport No. 25.)
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ing a summer youth employment program and a
transitional public service employment and training program in areas that have an unemployment
rate of 6.5 percent or more.
Social insurance continues to be the largest
single component of the series with an increase
of $12.4 billion to a 1974 total of $98.5 billion.
Social insurance now accounts for two-fifths of
social welfare expenditures. Despite the fractional
decline in its rate of increase, the 1974 rise was
responsible for 44 percent of the total increase
in 1974 social welfare expenditures under public
programs.
Leading the rate of increase in social insurance
expenditures was the conglomeration of programs
for the retirement of employees of Federal, State,
and local governments. Together, this grouping
jumped 18 percent in each of the last 2 fiscal
years, mostly the result of legislated increases.
The 1974 dollar increase of $2.5 billion, however,
was far outweighed by the $8.5 billion increase
in expenditures for OASDHI, which, in turn,
represented an increase of 15 perceht.
Cash benefits under the OASDHI
program
increased 14 percent, down from the 23 percent
recorded in 1973. Differences in the amount of
legislated benefit increases and their timing were
largely responsible for the variance between the
2 years’ expenditures growth rate. A 20-percent
across-the-board cash benefit increase as of September 1, 1972, had affected three of the four
fiscal quarters in 1973. The next benefit hike of 7
percent under Public Law 93-233 affected only
the April-June
quarter of 1974. In contrast,
however, Medicare outlays under OASDHI rose
19 percent in 1974, compared with 7 percent in
1973. A major factor here was the extension of
coverage to disability beneficiaries and insured
persons with chronic kidney disease, effective
July 1, 1973.
At $5.5 billion, workmen’s compensation grew
12 percent in fiscal year 1974, just half its 1973
growth rate. About one-half of the 1973 increase
was attributable to expansion of the Federal
“black lung” program, which had more than
doubled that year and then leveled off in 1974
at about $0.9 billion. With “black lung” benefits
excluded, the rest of the workmen’s compensation
programs increased 15 percent in 1974.
Expenditures for unemployment insurance and
employment service in 1974 were again at their
RUURTIN, JANUARY 1975

$6.7 billion level of 1971 after a sequence of
annual ups and downs. State unemployment
insurance, with benefits of $5.0 billion in 1974
(18 percent above 1973 benefits) accounted for
three-quarters of t.he group total.
From February 1972 through March 1973, a
Federal program of emergency benefits for workers who had exhausted regular- and extendedbenefit rights had added $401 million to 1972
and $177 million to 1973 unemployment insurance
expenditures. The absence of this program in fiscal
year 1974 was largely compensated for in the
unemployment insurance total by an increase of
$110 million (57 percent) in expenditures for
extended unemployment insurance.
Expenditures for education, $72.8 billion in
fiscal year 1974, rose by exactly 11.5 percent after
registering advances of only 8 percent in 1973
and 6 percent in 1972. Because of the magnitude
of public education programs, the 1974 increase
of $7.5 billion accounted for 27 percent of the
$28.2 billion increase in total social welfare
expenditures, second only to the 44 percent for
the social insurances.
At $14.1 billion, health and medical programs
again showed a substantial (11 percent) increase
in expenditures after 2 years at the $12.4-$12.6
billion level. The $1.4 billion increase in fiscal
year 1974 was mainly attributable to increases of
$0.6 billion in hospital and medical care benefits
provided by public agencies, $0.4 billion in outlays for public health activities, and $0.4 billion
in expenditures for publicly financed medical research.
Expenditures under veterans’ programs increased by $1.0 billion to a total of $13.9 billion
in fiscal year 1974. Education benefits for returning Vietnam veterans and their dependents
and survivors accounted for about half the dollar
increase in all veterans’ expenditures, even though
the 19-percent increase in 1974 equaled only half
that of the preceding year.
Expenditures for the major components of the
“other social welfare” category-child
nutrition
and institutional and related care-showed substantial increases in fiscal year 1974. These two
sets of programs, which accounted for three-fifths
of the $6.9 billion spent for “other social welfare”
in fiscal year 1974, were responsible for more than
four-fifths of the $0.6 billion increase in that
year.
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TABLE 2.-Per capita social welfare expendlturea under public programs in the United States,in actual and 1974 prices, selected
fiscal years, 1929-74

I
Flecal year

Per capita eociel welfare expenditures in current pricea ’

’

%th
nedical
&grams

Constant fiscal year 1974pric4d

-

Total social welfare
expenditure.8 1

Veteraw
Pm-

El2
welfare

I
.-

;;g -::-- _-_-__-_____. ______________
- -_--_-_______________________
;96& -~--~-~~-~~~~~~~~~~~~~~~~~~~~
-----------__-_____-_________
lQ66-__------.-__-_-________________
1970________________________________
1971________________________________
yi;:. ----_-___-____--_____________
_-.--_-__-____________________
1974____.__________________________
Percentage change for 1974expenditurea (1974prices) from:
;95f&__________-____-______________

$19 75
iii:
$z;
271 62
286 14
306 91
33866

s”2
ii
3 71
1: z
21 24
24 07
26 80
29 71
a2 29

$E
t-+y
0
-

* Excludes expenditures within foreign countries for education, veterans’
ayments, and OABDHI and civil service retirement benefits; BBBtable 1
Por data including such expenditures
’ Includes housing, not shown separately.
1 Combinea “health and medical programs” with medical serviceaprovided
in connection with social insurance, public aid, veterans’, vocational rehabilitation, and antipoverty programs.

SOCIAL WELFARE EXPENDITURES SINCE 1965

To some extent, 1965 is a benchmark year be&~~se of the increased tempo of social welfare
expenditures since then. Social welfare expenditures under public law in the past 9 years have
more than tripled-from
$77.2 billion to $242.4
billion. The average annual rate of increase has
been 13.6 percent, almost double the annual rate
of growth that prevailed in the early 1960’s. The
top line of chart 1 shows the year-to-year increases, which fluctuated between 11 percent and
18 percent.
The year 1965 also saw the beinning
of the
current inflationary cycle. In the early 1960’s,
prices, as measured by the personal consumption
expenditures implicit price deflators of the national income accounts, rose an average of about
1 percent per year. In the period 1965-74, the
increase averaged 4 percent a year with a whopping 8.8 percent recorded for fiscal 1974. The increased tempo of social welfare expenditures in
the recent period is thus greatly overstated unless
the data are adjusted for price changes in addition to adjustment for population growth.
Table 2 and chart 1 show the effects of these
adjustments. In terms of per capita social welfare
expenditures in constant dollars, the increase
10

8ource:Per ce its figures based on January 1 data hum the Bureau of the
8 pulation, including Armed Forces and Federal
Census for tota PU ..y

civilian employees and heir dependents ovcreeae,and the civilian population
of tetitmies and poeeeseions Deflatore based on im licit rica deflators for
pereonal mnsnmption ex enditums prepared for t Ec naPional Income 80
counts by the Bureauof P conomic Analysia, Depsrtment of Commerce.

from 1965 to 1974 was 103 percent, compared with
a 214~percent increase in absolute and current
dollars. The bottom line of chart 1 depicts the
year-to-year increase in constant (inflation-free)
dollar per capita social welfare expendituresa measure of the real increase in the level of
publicly-financed social welfare cash and service
benefits.
Until 1974, this “real growth” had been impressive, with annual increases ranging from 7
percent to 12 percent. For the period 1965-73,
the average annual increase had been 9 percent.
+s the chart shows, the gap between the real
percentage increase and the percentage increase in
aggregate expenditures during this period had
been rather constant. The combination of population growth and price changes has maintained
about the same effect from year-to-year, accounting for roughly 40-45 percent of the increase in
aggregate expenditures.
In 1974, however, the picture was different. The
rampant effects of inflation, paired with a population change of less than 1 percent, accounted
for 75 percent of the increase in aggregate expenditures, as the real increase plummeted to 3
percent.
The real increase, however, has varied among
the major social welfare categories. The public
SOCIAL SECURITY

CHABT I.-Annual
percentage ohange in total public social welfare expenditures
public social welfare expenditu
n constant dollars, fiscal years 1961-74

in current dollars and in per Capita

Annual
PercentageChange

SOCIAL WELFARE
EXPENDITURES,
CURRENT DOLLARS

CONSTANT DOLLAR
PER CAPITA
SOCIAL WELFARE
EXPENQITURES

I
1961

1962

1963

1964

1965

1966

1967
Fiscal

aid programs, for example, registered a 7ypercent increase in 1974 in per capita constant dollar
expenditures (table 2). The social insurance programs also registered an above-average increase
of 4 percent, as did all health and medical care
programs (5 percent) when the medical services
provided in connection with social insurance,
public aid, veterans’, and other welfare programs
are added to the category “health and medical
programs.”
For the entire period 1965-74, these programs
also led the way in increased expenditures per
capita (chart 2). The greatest rise was in the
public aid category, which jumped 245 percent
in constant (1974) dollars. Major factors here
were the introduction of Medicaid for the medically indigent, the growth in payments under aid
to families with dependent children, the expansion of work and training programs, and initiation of the SSI program.
Leaving aside all health and medical care,
next highest were expenditures for social insurance, which rose 126 percent during the O-year
BULLETIN, JANUARY 1975

1966

\

1969

1970

1971

1972

1973

1974

Year

period. The OASDHI program played a prominent role in the social insurance increase, accounting for 60 percent of all social insurance
expenditures in 1965 and for 67 percent in 1974.
Aggregate expenditures for OASDHI in current
dollars rose from $17.0 billion in 1965 to $66.3
billion in 1974. More than $11 billion of the 1974
total represented expenditures under Medicare,
which first paid benefits in fiscal year 1967.
Per capita expenditures for “other’social welfare” slightly exceeded the average increase for
all social welfare expenditures, registering a 117percent advance. The remaining three categories
had below-average increases that ranged from
67 percent for education to 45 percent for health
and medical programs. It should be noted in
connection with the latter, however, that when
all public expenditures for health services are
considered (including those that are part of
other social welfare programs), the increase
amounts to 180 percent since 1965. The introduction of Medicaid and Medicare is, of course, the
paramount factor responsible for this growth.
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CHART 2--Per capita social welfare expenditures under
public programs in constant dollars : Percentage increase
from fiscal year 1965 to fiscal year 1974 for selected
programs
Percentage

Increase

225

/I

200

proportion had reached 18.0 percent, after 2 years
of hovering at 17.5 percent. The 0.5 percentagepoint rise in 1974 was in part the result of a
slower growth in GNP at a time when welfare
programs were subject to inflationary pressures.
As table 3 indicates, all but two major social
welfare expenditure categories played a substantial role in this growth. Veterans’ programs and
health and medical programs have both remained
at about 1 percent of GNP since 1965. When all
health services under public programs are considered, however, expenditures as a percent of
GNP more than doubled-from
1.5 percent in
fiscal year 1965 to 3.1 percent in fiscal year 1974.

FEDERAL AND STATE-LOCAL SOCIAL WELFARE
EXPENDITURES

1965

,

Focal Year

‘Combines health and medical programs with medical
services provided in connection with social insurance and
other categories.

Another measure of the real advance that has
taken place in the level of publicly financed cash
and service benefits is the relationship of these
expenditures to the GNP. In fiscal year 1965, this
ratio was 11.8 percent (table 3). By 1974, the
$4E$E

3.-Social

The Federal Government continued to consolidate its role as the major supplier of public
social welfare funds in fiscal year 1974. Fiftyeight percent of all spending for social welfare
purposes now comes from Federal general or
special revenues and trust funds and 42 percent
from State and local funds (table 4). During
the first half of the sixties, the proportion of
Federal social welfare spending remained a steady
49 percent. Since then it has been rising by
roughly 1 percentage point a year.
Social insurance played the major role in tilting
the ratio of Federal spending up. Federal funds
accounted for 84 percent of the money expended
under social insurance in both fiscal years 1973

welfare expenditures under public programs as percent of gross national product, selected tical years, 18903ocial welfare expenditures as percent of gross national product

-

Fiscal year

Total 1

“:I%”
p%icprograms
medleal

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

E%
welfare

-$13 0
39 9

101.0
E ::
E ii
954 8
Ei :
12262
13498

1Includes housing, not shown separately.
* Combines “health and medical programs” with medical services provided in connection with social insurance, public aid, veterans’, vooational
rehabilitation, and antipoverty programs.
12

Veterans’ Education
programs

I .nealtn
F?t**ma.
medloal
ey&ias percent
of ONP *

* Not available.
4 Less than 0 5 percent.
s“Other social welfare” included with”public
6 Preliminary estimates.

aid.”
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TABLE 4.-Social

welfare expendltures under public programs* Federal funds as percent of total, selected fiscal years, 1929-74

Program

1929
-Total ______________________________
Rocialinsurance______________
___ :: :
Health
and______________________
medical programs.. _ _____
i33
Public aid.
Veterans’ programs______________ ‘“: i
Education _______________________
Housing _________________________
______
i‘zi
Other social welfare --_-___-___--Ali health and medical care *---+
26 6

1950

1955

1969

z”5
:9 2
44
93 0

448
E
37 1
98 7

47 7
74 1

loi t
389
444

CA&ii
441

;A a

1966

1970

i;
%

E

E
93 0
46

7: !I

6

2:

1971

1972

1973

65 3
81 9

19741
67 0
838

67.2

ii

Ei

igf
47’2

R

%J

f%

IP

!z ii
66 8

E
65 6

Tit!
66 9

%
67 8

62 b

zl
iz
82.6
:.t

r Preliminary estimates.
: Combines “health and medical progrsms” with medical services pm-

vided in connection with social insurance, publfc aid, veterans’, vocational
rehabflftation, and antipoverty programs.

and 1974, compared with 78 percent in 1965. The
expansion of the OASDHI
and “black lung”
benefit programs at the Federal level was largely
responsible for this development.
Annual changes in the Federal share of spending for other major social welfare categoriss have
been small-usually
only a few tenths of a percentage point each year. The proportion of expenditures for health and medical programs
financed by the Federal Government, however,
has leaped from 44 percent in 1965 to 57 percent
in 1974. During fiscal year 1974 alone, the increase
was 4 percentage points.
On the other hand, although public aid spending from Federal sources showed only a fractional increase in 1974, the longer term trend
was more impressive-from
57 percent in fiscal
year 1965 to 63 percent in fiscal years 1973 and
1974. Similarly, Federal spending for “other social
welfare” increased from 39 percent of the total
in 1965 to 54 percent in 1974, though higher proportions had been registered in 1972 and 1973.

The Federal share of total social welfare
spending shown in table 4 would have been
greater if the Federal general revenue-sharing
funds mentioned earlier had been included in the
data. Such an inclusion would have affected
especially the education and health and medical
categories.
Federal social welfare spending in fiscal year
1974 rose at a greater rate (14 percent) than did
that of the States and localities (12 percent). The
effect of such increased social welfare spending
on total governmental spending is shown in
table 5.
The proportion of Federal, State, and local
budgets now going for social welfare amounts to
56 percent, fractionally above the 1973 ratio. The
proportion has been steadily on the rise-reaching
42 percent in 1965 and 48 percent in 1970.
The Federal Government has taken a clear
lead in its budgetary spending for social welfare
with a persistent and steady rise from 33 percent
of all 1965 Federal expenditures to 52 percent

TABLE 5 -Soaal
welfare expenditures from public funds1 m relation to government expenditures for all purposes, by type of
funds, selected fiscal years, 1929-74
Item

1929

1950

T
1955 1960

1965

1970

isn

1972

1973

1974e

All social welfare expenditures from public funds.
Total, as percent of all overnment expendftures _____________________
Federal, as percent of af 1 Federal Qovernment expenditures-..---..2 i
Bta?,;&;;yal,
as percent of all State and local government expen_____.-_-___________------------------------------------332

E

42 4
32 6

47 8
40 1

61 8
449

%i

68 3

61 7

62 4

640

643

Social welfare trust-fund expenditures*
Total, as percent of all overmnent expenditures _____________________
E
Federal, as percent of aK1 Federal Qovemment expenditures....-.-..
State and local, as percent of all State and local government expenditures 1-m
- __.___-__________________________________--.----------26

13 1
15 2

14 4
17 7

16 8
22 0

18 6
241

IQ 1
248

88

79

69

86

a7

a3

Social welfare non-trust-fund expendftures
Total, as percent of total non-trust-fund expenditures _______________34 9
Federal, as percent of Federal non-trust-fund expenditures
All programs ________________________________________-------------ii ;
Veterans’ programs ____________________________^___________-------State and local, as percent of State and local government non-trustfund expenditures *
All programs_.._____________________________________-------------Education _____._____________.____________________-----------------:: :

29 6

33 7

43 4

45.4

18 9
62

380
239

41 6

15 9
69

?i

31 1
67

7:

* Excluding that part of workmen’s compensation and temporary disability insurance payments made through private carriers and self-insurers.
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68
69 7
47.0

65 2

594

66 8
62 1

640

62.6
21.2
286

$82

f Preliminary estimates:
s From own sources, excluding Federal grants-in-aid.
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&iART S.-Per capita public and private social welfare expenditures
1974

1965

1970

in 1974 going for these programs. State and
local social welfare spending has remained almost
static proportionately
: 62 percent of all 1965
expenditures
from State and local sources went
for social welfare purposes and 63 percent of
1974% outlays, although a slightly
higher ratio
(64 percent), was so spent in fiscal years 1971-73.
In 1974, 38 percent of all social welfare outlays were made from trust funds accumulated
t,hrough earmarked taxes or contributions.
This
ratio has been increasing
slowly but steadily
since 1965 when it was 34 percent. The broad
expansion of OIYSDHI
trust fund expenditures
and the relative slowdown in education expenditures (which do not come from trust funds) are
largely responsible for this situation.
Non-trust-fund
expenditures-those
sometimes
termed “discretionary”
expenditures because they
do not generally involve the type of fixed obligation to payees contained in trust-funded
programs-often
give a somewhat, better picture of
the extent to which government) resources are
committed to social welfare purposes. Table 5
shows that the proportion
of ‘Ldiscretionary”
expenditures for social welfare cont,inues to risefrom 34 percent in 1965, to 38 percent in 1970, to
more than 45 percent in 1974. During the seventies this overall upward trend has been produced
exclusively at the Federal rather than at the Statelocal level where the ratio has been subject to
minor fluctuations
within one percentage point
of 60 percent. A major influence at the local level
14

in constant dollars, fiscal years 1965, 1970, and

1974
is the education expenditures
that account for
about four-fifths of non-trust-fund
State and local
expenditures for social welfare and almost onehalf of all non-trust-fund
State and local expenditures.

PRIVATE AND PUBLIC EXPENDITURES
Private social welfare expenditures continue to
represent a declining share of total social welfare
spending under public and private
programs
(chart 3). In fiscal year 1974, with private expenditures increasing by only 8.8 percent to $98.7
billion-the
smallest rise in 6 years-the
proportion of total social welfare expenditures provided
through private arrangements was 29 percent. The
corresponding
ratio in 1965 was 36 percent.
Taking up this slack, in effect, Federal Government spending rose from 31 percent of total social
welfare expenditures
in 1965 to 41 percent in
1974. The diminishing
role of State and local
government spending for social welfare is also
evident throughout
the g-year period, as noted
earlier in this review.
The following
section regroups the social welfare expenditures listed in table 1 according to
the major functions
of income maintenance,
health, education, and welfare. When parallel
spending in the private sector for these functions
is added to the public spending, the total is $336
billion, or 25 percent of the gross national product.
SOCIAL SECURITY

private health expenditures continued to equal
7.7 percent of GNP in 1974. In 1965 the ratio had
been 5.9 percent, and in 1970 it was 7.2 percent.
Although public outlays for health increased
at twice the rate of that for private outlays in
1974 (15.3 percent, compared with 7.7 percent),
the private sector still accounts for 60 percent
of the Nation’s health bill. This ratio, however,
has been dropping; it was as high as 75 percent in
1965 and fell to 64 percent in 1970.
For the public sphere table 6 shows not only
the programs specifically concerned with health
and listed under the “health and medical programs” category in table 1, but also expenditures
for medical services under social insurance, public
aid, veterans’, and other welfare programs. In

Health

Preliminary estimates indicate that combined
public and private expenditures for health purposes rose $10 billion in fiscal year 1974 to exceed
the $lOO-billion mark (table 6). Fifty-five percent of the 1974 increase came from public funds;
45 percent was privately financed. Except for
1973, the 19’74 overall increase of 10.6 percent
was the lowest since 1966 (the fiscal year before
Medicare benefits began). The low rates of increase registered for the past 2 years are to some
extent the result of the price controls first imposed
by the Government in August 1971 and not lifted
for the health industry until April 1974.
Despite the slackening growth rate, public and
6.-Health

TABLE

and medical care: Private expenditures and expen&tures under public programs, selected fiscal years, 1929-

74
[Amounts in millions]

-

Type of expenditure

I

1929

Total _______________________________________
Private expenditures..- __________________________
Health and medical servicea____________________
Direct payments _____________
________________
Insurance benefits____________
________________

lk&~~-for

pre.pment _____________________
--_-_-___

110 0
Medical rase~~~:::::::::::::::::::::::::::::::
-________
Medical-faoilitlea construction _________.________ 102 0

1960

-.

-. 17,32Q6

JANUARY 1975

26,866 2

36,392 3 3 69,201I

56.3802

--

3,962 0

1973

19741

34,2341

104.2399

%:f :
3lJg;

xi!: i
‘879 0
274 0
4t :
216 0

2:377 0
1,633 0
203 0
2,941o

2,227 0
4.420 6
3,362 3
._-_-_-_
;;

i

1,297 6
744 a
,_______.
92 7
ii

9,636 3

g.23: :
7,641 2
________. 7:149 2
4$ i
492 7
1,973 2
“iz :
:s 0’
401 2

91
“C :
_____- -. --_-----.
136 9
471 2
419 4
“ii i
iii
69 6
352 4
473 1

-

1 Preliminary estimates
* Includes en insurance benefits and expensesfor prepayment (Insurance
premiums lass El&lurance benefits) .
s Industrial in- lent services and phllanthro y.
4 Includes me2 ical benefits paid under pubPic law by private insurance
carriers and self-insurers.
L Starting 1974,data not separable from expenditures under “education”
Category in table 1.
BllU5lIN.

1970
--

12,0273

Publio expenditures ________.______________________
Health and medical servicea_____________________
-:t
OASDHI (Medicare) __________________________
_
Ternbwnra) ,disabiUty insurance (medical
__________-_____----------------- -_-__--_Workmen’s compensation (medical benefits) (76 0
li i
Public assistance (vendor medical psymente).- -__--.___
Qeneral hospital and medical care_.___________ 117.1
3661
Defense De artment hospital and medical care
3362
Ul.lUJFOrW)-282
MlUtsry dependents’ ~~~~i.iorue_::::::::::
.- _-_____
Maternal and child health programs__.________
School health (eduoatlonal agencies) 6__________
3
Other public health activities __________________
E i
Veterans’ hospital and medical care ______.____
Medical vocational rehabilitation .__________._
74
OEO health and medical care 6________________
.-_--___.
72 9
Medical re8earch________________________________
Medical-facilities construction ___________________
“Y :
Defense De 8rtment __________________________
161 6
&n inLetration ._____________________
EF” .-______-_._____________________________*
369 8
I
Total;;~;dl~ures,
aa percent of gross national
__________.____________________________
46
3.6
Pub~~xpenditures, 8s percent of total expendi--.-_____-__..__________________________--13 3
26 b
3.166 2 0,490 4
Pereonsl care ex ndltures *______.________________
2,g ;
Private expenr lturw ____________________________
8,!BS0
2,102 4
Public expenditures _____________________________
Percent from
Private expenditures ___________________.______91 1
Public expenditures ________________.__________

-

1966

609
1,E !i
2,616 b
“E

3”

Ei

671 0
1,114 3
34 2
1.i

i
31 1
77 0
657 2

46

62

69

26 6

24.7

24 b

62 0
986 (I
6.212 8
3,364 8

l,l~~
7,751 6
4,211 7

ii!
21 7

79 2
62 b
2:

1.3: 0’
9,208 6
4,639 b

71 2
1,450 0
11,2184
6,022 4

1.;g ;
431 4
246 6
1,437 a
1,651 4
E ii

1,662 8

1,642 6
1,3;; f
86 1
1,163 4

72
36 b

7.6

‘*CO;;
70 9
879 6

ix
i
4:429 7
78 3

$3$ ;
11:3219

Ei%i Ii
7:875 0

66 8
%
342

E
24 9
346

76
362

7.7
39 6

r4.667 6
17,7360
!6,949 b

7.7
380
11,3632
i1,336 0
!9.9722

r%z;
33:952 9

R
24 9
361

!!H
366

37.6

* Starting 1974,included with “other pub110health activities.”
1 Data not available.
8 Includes all items shown under “ health and medic81 servicea” except (1)
%rpeneee for prepayment,” (2) expenditures of private phil8nthrOpiC
agencies for fund-raising actlvltie8 under “other health and medical
services,” (3) “other public health activities,” and (4) Bdministmtive
ex nse8 for “health insurance for the aged,” “public assist8nce.““mnternap”and chfld health programs.” and “veterans’ hospital and medical cam.”
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1974 these latter programs accounted for 66 percent of total public spending for health, up from
61 percent in 1970.
In the public sector, increases greater than the
15 percent for the entire sector mere recorded by
Medicare (19 percent), Medicaid (22 percent),
medical research (19 percent), medical-facilities
construction (22 percent), and public health activities (26 percent). The increase for the lastnamed program is greater than usual because
starting with 1974 data, Office of Economic Opportunity medical expenditures appear as part
of other public health activities instead of appearing as a separate item.
In 1974, as in most recent years, thg proportion
of all government expenditures for health from
Federal sources continued to rise and that from
State and local sources declined. The Federal
share was 66 percent in 1970, 67 percent in 1972,
68 percent in 1973, and 69 percent in 1974
(table 7).
Private health expenditures in 1974 are estiTABLE ‘I.-Health

and medical care: Expenltures

mated to have increased $4.5 billion to a total
of $62.9 billion. The 1974 increase of 7.7 percent
Toas the lowest annual increase since 1968, but
the benefits paid under private insurance contracts, amounting to $23.1 billion in 1974, rose
by 12.5 percent, the largest increase since 1971.
Direct “out-of-pocket” payments for health services rose by just 6 percent, after increases of 8
percent in 1973 and 7 percent in 1972. Private
expenditures for medical-facilities
construction
leveled off in 1974, but continued to finance at
least two-thirds of combined public and private
medical-facilities construction.
In 1974, as has been the case for several years,
private health insurance benefits covered about
one-fourth of personal health care, and philanthropy and industrial in-plant health services
covered 1 percent. In contrast, the government’s
role in providing personal health care has steadily
grown-from
21 percent of the total in 1965, to
34 percent in 1970, to 38 percent in 1974. As a
result, the proportion of the Nation’s personal

under pubhc programs, by source of funds, selected fiscal years, 1929-74
[In millions]

Type of expenditure

1 1929 1 1950 1 1955 1 1960 1 1965 1 1970 1 1971 1 1972 1 1973 1 19741
Federal expenditures
-

Total ____________________-.------------------ I

$98 3 )1,361 8 $1,9476 52,9176 --$4,624 7 $lE,eoa 2
-Health and medical services_______________________93 1 1,059 6 1,657 3 2,174 I3 3,074 6 14,4944
OASDHI (Medicare) ____________________________
________
B .-__--__- -________ ,_____----___-ii-j;7.14&ly
Tl’orkmen’s compensation (medical benefits)....
62
69
556 0 2.807 1
Public assistance (vendor medical payments).-. _ ______
s-ii .___-__-_
19: i
464
iit;
103 4
137 9
235 8
General hOSDita1and medical care_______________
Defense Dektment hosoital and medical care 1
820 1
1,495 9
(Armed-Forces)-. -.I ______________
l______i.
29 2
336 2
744 8
“ii ii
Military dependents’ medical care_______________
______
i-‘i
69 1
% i
Maternal and child health services______________
;i
699 3
Other public health activities ____________________
1.E :
Veterans’ hospital and medical care-,- __________
1,651 4
1w 0
Medlcal vocational rehabilitstlon- _______________
“:i t
21 2
_______127 3
OEO health and medical care 2_________
i ________
_________.
4482 1.;;% ;
1,576 8
Medical research__________________________________
___._____.
9
138 9
529 0
229 3
151 4
2947
Medical-facilities construction _____________________ 62
Defense De artment ____________________________
(1)
tz ,”
ix!
;:A
VeJeey A 8ministration ________________________
195 1 1 2682
405 6
_.__--_______-__________________________--“i

--

3: 14,2796

11.7928
9,478 8
32 3
4.g ;
1,990 0
478 0
if: :

.-_-_____
-________
Ei
iii
“i
f
‘$7”
.-_____-_
72 -________

“*E :
152 4
2.002 0
‘% :
104 8
3040

1,342 6
T?E :
’ 360
5,824 1
1,033 0
2.g; ;
236 0
1.234 0
2,766 6
154 1
.----_-_2,395 0
:;i :
118 9
379 0

-

State and local expenditures

I

I

I

6 $12.9683
Total ______________________________________
$3788 $1.703 6 $2,4729 1 $3,477 6 1 $4,910 5 $3.636 9 $9.8371 $10,9433 .- B111,539
-Health and medical services_______________________
279 3 1,410 6 2,204 9 1 3.171 6 1 4,666 6 1 8,086 9 1 8.977 1 1 9,907 3 10,746 s 12.0343
Temoorarv disabilitv insurance (medical bene71 2
68 3
3%
4: i
509
62
1,414 0
1,153 1 1,2E :
4,211 3
6,394 3
2.903 7
188 6
292 9
iFi:
2,%
il%i :: 3,834 8
3.98; ;
3.2”; ;
‘2g ;
1.;;; ;
2,377
153 96 3rJ9;
‘236 3
._______
_
271 9
281.3
BH
3; i
%
101 0
4481
142
13 02
ii:
954 7
1.0% ;
F :
35 0
36 a
79 0
,--------2z
65 0
ii
78 0
82 :
7: i
957.0
2680
289 0
474
782 0
-

1 Preliminary estimates
* Starting 1974,included with “other ublic health activltiea ”
*Includes medical benefits pald un 2er public law by private insurance
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oarriem and self-insurers
4Etnrting 1974,data not separable from expenditures under “education”
category In table 1.
SOCIAL SECURITY

,

benefits for Vietnam veterans and their families.
It should be noted, nevertheless, that the increase
in public spending at the higher education level
(7 percent) was less than that in private spending
(10 percent), The proportion of current operating
expenditures for higher education that came from
the public treasury continued to decline as a result-from
54 percent in 1972 to 52 percent in
1974.

health bill met by the consumer directly has been
steadily declining-from
52 percent in 1965, to 40
percent in 1970, to 35 percent in 1974.
Education

Total expenditures for education from public
and private sources rose by $9.3 billion in 1974
to reach $90.5 billion (table 8). The 1974 rise of
11 percent was higher than the increases registered in the past 2 years and undoubtedly reflects
the effects of inflation since total enrollment for
all educational institutions has been leveling off.
Enrollment in higher institutions is still continuing to rise but is overshadowed by the declining enrollment in elementary and secondary
schools. Despite this situation,
elementarysecondary school expenditures rose at a faster
pace in 19’74 than did higher education expenditures. Taking into account both public and private
expenditures, the increase was 12 percent for
elementary-secondary schools and 8 percent for
institutions of higher learning.
Since elementary-secondary expenditures in the
public sector account for three-fifths of all public
and private education expenditures, the greater
than average increase in this sector assured that
public expenditures in 1974 would register a more
rapid increase (12 percent) than private expenditures (10 percent). This trend was further bolstered by the 19-percent rise in Federal education
TABLE &-Expenditures

Cash Transfer Payments

About 85 percent of all cash payments for retirement, disability, unemployment, and death
come from public income-maintenance programsa ratio that has shown little change since 1971
(table 9). Benefits under social insurance, veterans’, and public assistance plus supplemental security income programs amounted to $103 billion in
1974 ; those paid under private employee-benefit
plans reached $18 billion. The total of $121 billion
represented a 13-percent increase from 1973the same increase as in the preceding year.
Social insurance programs continued to show
the most rapid expansion. In 1970, cash benefits
paid out under the OASDHI and other social
insurance programs were 77 percent of public
transfer payments; by 1974, they were 81 percent.
Veterans’ cash benefits and the public assistance
plus supplemental security income programs ex-

for public and private funds for education, selected fiscal years, 1950-74
[Amountsfu mluons]
Program

1 1969 1 1966 1 lgso

1 1965 I

I

I

I

I

I

I

I

I $90,626

I

I

I

I

I

I

I

1979 I

1971 1 1972 1 1973 I 19741

$10,914 $14.200 $21,742 334,223 $62,363 369.397 $74,733 331.237
Total ________________________________________.--------11.863 18,036
lS.Oltl
9.M
7.692 12,447
1,016
1.333
2,727
E
Et
2.431
i:E
%i
2,232
‘31
f.2
‘719
1.128
493

Public expenditures for education ___________
_________________
current operations r____________________-------------------Elementary and secondary ____________________--.-------Higher.-..-..--..-..------------------------------------Vetera~...-.-....--------------------------------------Vocational and adult _____________________________________
Construction ________________
_______________________________
Elementarv and secondarv _______________________________
310
Higher ____
-_______________
-m:______________________________
Private expenditures for education S__________________________
i,E
Current operations ________________________________________‘436 I
Elementary and secondary _______________________________
I
Higher ____
L______________
i _______________________________
Construction ________________________________________------Public expenditures as percent of expenditure8 for specified 1
I
purposes:
Total ______________
_______________________----------------.
ii :
Current operations _______________________________________
91 3 I
Elementary and secondary_____________________________
I
Other------.-.-.---------~----------------------------iif
Higher ________________________________________------32 I
Constructton ____________
_________________________________
I
I

* Preliminary estimates.
r Includes Federal expenditures for administration (U.S. Ofllce of Educacation) and research, not shown separately below.
BUURTIN, JANUARY 1975

Ei
91 3
if:
830
e Includes expenditures by rivately controlled schools and r&ate exenditnres in publicly contra lr ed schools for current edncatlonaP purposes
El the iorm of students’ tuition and fees and private gifts.
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TABLE 9 -Expenditures
years, 1950-74

from public and private funds for cash transfer payments (excluding administration),

selected tical

[AmountsIn mIllIons]
Bource of funds
Total cash transfer payments ___________________________
Public.. . . . __________________________________________________
Racial ineurance ’ ___._-__________________________________--Veterans’ rograms *_______________________________________
Public seePstance and EM__________________________________
Private employee beneflta 4___________________._______________

1 Prelimhmry estimates.
* Includes cash beneflta paid under workmen’s compensation and tempodiaebllity insurance laws by private insurance carriers and self-Insurers.
7 1 eterans’ pensions and compensation and life insurance.
4 Under private penston plane; group life (including government civilian

employee programs), accldental death and dismemberment. and cash elaknees Insurance, paid alck leave: and eu plementsl unemployment benefit
plane. Temporar dIeabIlity insurance ie nefltn under Mate leglalatlon exeluded here and %eluded under social insurance above.

perienced drops in share of total income-maintenance outlays from public funds over this 4-year
period, the first more sharply than the second.
’ The introduction of Federal SSI benefits at
the midpoint of fiscal year 1974, however, portends a reversal of this trend. Combined cash
transfer payments for the needy rose from $11.1
billion in 1973 to $12.6 billion in 1974-an increase
of 13 percent, compared with a e-percent rise a
year earlier.
The data on private employee benefits refer
to benefits payable to civilian employees through
their place of employment. Excluded are payments for death, disability, and retirement under
individual insurance and annuity policies and
under policies for farm, professional, fraternal,
and other groups that are not organized on the
basis of an employer-employee relationship. These
excluded amounts are estimated at $7.0 billion in
fiscal year 1974, the largest item being death payments of about $5.0 billion under ordinary and
industrial life policies.

This adjusted total represents an increase of
$35.6 billion from the preceding year. The 11.8percent increase registered in 1974 was somewhat
higher than the increases of the preceding 2 years,
but not as high as any of the increases registered
for other years since 1965. With the 1974 increase,
the proportion of GNP represented by all social
welfare expenditures reached 24.9 percent. Despite
some fluctuation in this ratio in recent years, the
long-term upward trend in the Nation’s output
of goods and services for social welfare is evident.
In 1965 the ratio was 18 percent and in 1970,
22 percent.
In 1974, as in many recent years, the public
sector expanded at a faster pace than the private
sector-13.2 percent, compared with 8.8 percent.
The average annual increase since 1965 in the
public sphere has been 13.6 percent and in the
private sphere, 9.8 percent. Public sources have
thus accounted for an increasing share of combined social welfare expenditures, as chart 3
shows.
Public sources also continue to dominate the
income -maintenance, education, and welfare
groups, while private sources continue to dominate
the health area. In 1974,85 percent of the incomemaintenance programs, 84 percent of the education program, and 86 percent of welfare and
related programs were funded through public
sources. In the case of health, the ratio was 40
percent. These percentages are up slightly from
the 1970 figures, more so in the case of health and
welfare and less so in the case of income-maintenance and education.
The distribution of the private social welfare
dollar and the public social welfare dollar varies
considerably. Within the private social welfare

Combined Public and Private Expenditures

_Combining the dollar figures shown in tables
6, 8, and 9 (plus administrative expenses and
welfare services left out of the cash-transfer data
for table 9) produces a grand total of public and
private expenditures for social welfare. This total,
when adjusted for the overlap that occurs when
cash benefits received under public and private
income-maintenance program are used to purchase
medical care and education services in the private
sector, amounted to an estimated $336.3 billion in
fiscal year 1974 (table 10) 1
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TABLE lo.-Public

and private expenditures for social welfare purposes, selected fiscal years, 1950-74
Type of expenditure

1960

1966

1960

I

1965

1970

1971 I

1972

197a

19741

All expenditures (in millions)

-

)117,871 I
77,175
42,766

Tot&fit

’ ---.---------.------------------------------$3$33& $44,9&7
________________________________________------Private _.I..-----______________________________------12:1eO 17:997
I
I
IM!O”;?g8~te~Ce -- - - - - - - - - - - - - - - -- ----- - - - - - - - - - - ___.____ 10,723
_ .__ _____________-_-____-.-----------------------9,71
private --.-----------------------.---.-------------------886

42.689
36,676
6,966
98,892
9,b36
29,367

Health -____.-_______________________r_________----.---------‘Kii
Public -._...______---_.___--------------------------.-----Private ._.__-_____-.-_____-_______I____________.----------- e:962
_...______________-_------..------------.---------“%%F _..__._____________.-----.--------------..----------Private -.--.-----------.--------.---------.-.-------- -.--W;$eJ&a~d other servlcos___________---______---------------__.---_____-.-.-__-------------.-------------------Privste---------------------------.------------------------

‘y&
1:tM

14,206
l;‘E
‘$79;
SW

f%
‘886

-

Public expenditures as percent of expenditures for specified purposes
Total ’ ________-___________----.------------------------

I369

---G-iIncome maintenance ----------------.---.-------------------Health-- _____________-__________________________-------------ii i
Education
___________--_____----------------.---------------Welfare end other servicea--------------------------------.--i! :

646
ci

66 3
-----__c-

62 7

E
ii Y

643

682

b96

889

70 2

71’1

Ei
E

k! i

it:

2:

i-if

i;
846

864
i$

E

ii:

AU expendlturea as percent of gross natlonal product

1PreUmfnary data.
s Total expenditures adJusted to eliminate duplication resulting from useof
cash aymente received under public and private social weR+re pmgrams to
pun?Rass medical care and educational services
* Inoludes cash benefits and administrative costs under social insurance,
public. ansietanoe,and veterans’ and emergenoy employment mgrams Excludes cost of medical services provided in eonjunction with t Eeseprograms

and for other welfare programs.
4 Food stamps, surplus food for the needy and for Institutions, child nut&ion, instltutionsl c8re, child welfare, economic op rtunity and manwer programs, veterans’ welfare services, vocations p”rehabllltatlon, and
E”ousing.
s Before adjustment for elimination of duplication.

component, the largest share of private spending
is for health-64
percent in fiscal year 19’74.
Income-maintenance programs accounted for 18
percent of all private social welfare expenditures
and education accounted for 15 percent. Only 3
percent of private social welfare spending, consisting exclusively of philanthropic expenditures,

is estimated to go for welfare and other services.
In the public sector, on the other hand, income
maintenance accounts for the largest single area
of social welfare expenditures.45
percent in
1974. Education absorbed 31 percent and health,
17 percent. As in the private sphere, welfare
accounted for the smallest share-7 percent.
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