Notes and Brief Reports

Private Social Welfare
Expenditures, 1972-84*

In calendar year 1984, private social welfare expen-
ditures totaled $386.8 billion—36.5 percent of the
Nation’s social welfare expenditures, public and pri-
vate. Private expenditures were 10.3 percent of the
1984 gross national product (GNP), and public ex-
penditures comprised 18.2 percent (table 1).

This note resumes the private social welfare expen-
ditures series, in which estimates were last made for
fiscal year 1978. These estimates were presented in
the article ‘‘Social Welfare Expenditures, Fiscal Year
1978.”’' Estimates for three of the four components
of the series—education, income maintenance, and
welfare and other services—were discontinued after
fiscal year 1978 because of data-source and method-
ology limitations. Annual estimates of health and
medical care expenditures from public and private

*By Milton P. Glanz, of the Office of the Actuary, and Wilmer
L. Kerns and Jack Schmulowitz, of the Division of Statistics
Analysis, Office of Research and Statistics, Office of Policy, Social
Security Administration.

'See Social Security Bulletin, May 1980, pages 3-17.

sources have continued to be prepared by the Health
Care Financing Administration. These estimates are
published in the Health Care Financing Review and
in the social welfare expenditures articles in the
Social Security Bulletin.’

The social welfare expenditures series was devel-
oped in 1951 by the Social Security Administration to
meet a need for comprehensive data comparable to
that prepared by other countries. The October 1951
Social Security Bulletin contained the first estimates
for the series; they covered the data for fiscal year
1950. Private social welfare expenditures were includ-
ed in the series beginning with the article in the Oc-
tober 1955 Social Security Bulletin.®

Private expenditures are grouped in four cate-
gories: health and medical care, welfare and other
services, education, and income maintenance. Of
these, health expenditures accounted for the highest

*For the most recent report in this series, see Ann Kallman Bix-
by, “‘Social Welfare Expenditures, 1963-83,”” Social Security Bulle-
tin, February 1986, pages 12-21.

'Ida C. Merriam and Alfred M. Skolnik, Social Welfare Expen-
ditures Under Public Programs in the United States, 1929-66
(Research Report No. 25), U.S. Department of Health, Education,
and Welfare, Social Security Administration, 1968, pages 9-10.

Table 1.—Private social welfare expenditures, by category, and public and private social welfare expenditures

as a percent of gross national product, 1973-84

[Amounts in millions]

Private” Percent of gross national product
Public, Income Welfare s

Year total’ Total Health maintenance|{ Education services Total Public Private
1972........ $191,357 $93,622 $58,500 $15,955 $11,710 $7,457 23.8 16.6 7.7
1973........ 213,942 102,942 64,000 17,087 13,610 8,245 23,7 16.6 7.6
1974........ 239,397 112,762 69,100 19,753 15,003 8,906 24.1 16.9 7.7
1975........ 290,080 124,926 76,400 21,910 16,626 9,990 26.3 19.0 7.8
1976........ 331,956 142,781 88,000 25,004 18,120 11,657 26.9 19.5 8.0
1977........ 360,925 164,113 100,100 30,662 19,927 13,424 26.2 18.6 8.2
1978........ 394,377 184,390 110,100 36,743 21,379 16,168 25.8 18.1 8.2
1979........ 430,280 208,906 124,200 42,628 23,361 18,717 25.0 17.6 8.3
1980........ 492,797 242,610 142,900 51,504 26,751 21,455 26.4 18.5 8.9
1981........ 550,324 278,784 165,800 59,095 30,062 23,827 26.5 18.4 9.1
1982........ 594,785 314,547 188,400 68,088 32,697 25,362 279 18.9 9.9
1983........ 642,077 352,480 209,700 79,245 35,911 27,624 28.5 19.3 10.3
1984........ 671,977 386,804 230,700 87,075 38,722 30,307 274 18.2 10.3

;Fiscal year basis.
Calendar year basis.
Total adjusted to eliminate overlap that occurs when payments

received under public or private income-maintenance programs are
used to purchase medical care, educational services, or residential
care.
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amount—$230.7 billion in 1984, 60 percent of the
overall total—of private social welfare expenditures.

The category ‘‘welfare and other services” includes
individual and family social services, residental care,
recreation and group work, and job training and
vocational rehabilitation services. Expenditures for
these items were $30.3 billion in 1984—7.8 percent of
the year’s private social welfare funding.

Private expenditures for education in 1984 were
$38.7 billion, 10 percent of all private social welfare
expenditures in that year. Of this amount, $24.5 bil-
lion was for higher education and $12.9 billion went
for elementary and secondary schools.

Private income-maintenance expenditures cover
payments under private employee benefit plans.
Included here are private pension plans, group life
insurance, cash disability insurance, paid sick leave,
and supplemental unemployment plans. In 1984,
private income-maintenance expenditures were $87.1
billion (22.5 percent of the private expenditures
total). Of this amount, private pension payments
totaled $70.4 billion.

The remainder of this note describes the derivation
of the estimates for each of these four categories and
provides detailed information on the expenditure
components.

Health and Medical Care

As noted above, estimates of health and medical
care expenditures from public and private sources are
prepared annually by the Health Care Financing
Administration. These estimates are available through
1985, with selected historical data extending back to

1929.° This series of annual reports, first prepared in
1964, is a further development and consolidation of
two earlier health care series.’

The estimates for health and medical care expendi-
tures are based on the National Health Accounts,
which provide a framework to help understand the
nature of spending for health care. The accounts
employ a classification matrix with a consistent set of
definitions to categorize health care goods and serv-
ices and the manner in which their purchase is
financed.

In 1985, public and private expenditures for health
and medical care totaled $425.0 billion—10.6 percent
of the GNP (table 2). Of this amount, private expen-
ditures accounted for $250.2 billion (6.3 percent of
the GNP) and public expenditures were $174.8 billion
(4.4 percent of the GNP).*

From 1972 to 1984, the latest year for which data
are available for all four categories of private expen-
ditures, private health spending increased from 4.8
percent of the GNP to 6.1 percent. During this
12-year period, all private social welfare expenditures

“For the most recent article in this series, see Daniel R. Waldo,
Helen Lazenby, and Katherine Levit, ‘‘National Health Expendi-
tures, 1985,” Health Care Financing Review, Fall 1986, pages
1-21.

"Louis S. Reed and Dorothy P. Rice, ‘‘National Health Expendi-

“tures: Object of Expenditures and Source of Funds, 1962,” Social

Security Bulletin, August 1964, pages 11-24. Prior to 1962, these
data were published in two series: (1) total public and private
health expenditures as part of national expenditures for social wel-
fare and (2) private consumer expenditures and data on voluntary
health insurance by object of expenditure.

6Payments by Federal, State, and local governments for health
insurance expenditures are included with other private health insur-
ance expenditures rather than as public expenditures.

Table 2.—Health and medical care: Expenditures under private and public programs, by source of expenditure

and percent of Gross National Product, 1972-85

[Amount in billions]

Expenditures 1972 1973 1974 1975 1976 1977 1978 1979 198(J 1981 1982 1983 1984 1985
Source:
Total ............ $94.0 $103.4 S$116.1 $132.7 $150.8 $169 $189.7 $214.7 $248.1 $287.0 $323.6 $357.2 $390.2 $425.0
Private expenditures. . . 58.5 64.0 69.1 76.4 88.0 100.1 110.1 1242 1429 165.8 188.4  209.7 230.7 2502
Health services :
and supplies....... 55.3 60.7 65.8 73.0 84.5 96.7 106.6 1204 138.7 160.6 182.2 202.8 224.1 2443
Noncommercial
medical research. .. 2 2 3 3 3 3 3 3 3 3 3 4 4 4
Medical facilities
construction. ...... 3.0 3.0 3.1 3.1 32 32 33 3.5 4.0 4.8 5.8 6.5 6.2 5.5
Public expenditures. ... 354 394 47.0 56.3 62.8 69.7 79.6 90.5 105.2 121.2 135.3 147.5 159.5 174.8
Percent of gross
national product:
Total ............ 7.8 7.6 7.9 8.3 8.5 8.5 8.4 8.6 9.1 9.4 10.2 10.5 10.4 10.6
Private expenditures. .. 4.8 4.7 4.7 4.8 49 5.0 49 5.0 5.2 5.4 6.0 6.2 6.1 6.3
Public expenditures. ... 29 2.9 3.2 35 3.5 35 35 3.6 39 4.0 43 43 4.2 44

60

Social Security Bulletin, May 1987/Vol. 50, No. 5



Table. 3.—Health and medical care: Expenditures un-
der private and public programs, by source of expen-
diture and of funds. 1985

[Amounts in billions)

Type of expenditure Total| Private Public
Total ........................ $425.0  $250.2 $174
Health services and supplies........ 409.5 244.3 165.2
Personal health care............. 371.4 224.0 147.0
Hospital care................. 166.7 76.9 89.8
Physician services............. 82.8 58.7 241
Dentist services............... 27.1 26.5 0.6
Other professional services. .. .. 12.6 9.0 36
Drugs and medical sundries. . .. 28.5 25.8 2.7
Eyeglasses and appliances. ... .. 7.5 6.1 1.5
Nursing home care............ 35.2 18.7 16.5
Other personal health care..... 11.0 2.3 8.6
Program administration and net
cost of health insurance........ 26.2 20.4 5.8
Government public health
activity .. ..o 11.9 L. 11.9
Research and construction......... 154 5.9 9.6
Noncommercial research......... 7.4 0.4 7.0
Construction of medical
facilities . ..................... 8.1 5.5 2.6

Source: “National Health Expenditures, 1985,"Health Care
Financing Review, Fall 1986, table 3, page 15.

as a percentage of the GNP followed an approxi-
mately parallel line, increasing from 7.7 percent of
the GNP in 1972 to 10.3 percent in 1984.

Private health expenditures comprised 58.9 percent
of overall disbursements for health and medical care
in 1985, compared with 62.2 percent in 1972. The
share has ranged between 58 percent and 59 percent
since 1975.

In table 3, data are presented for several compo-
nents of the health services and supplies category of
expenses. The table provides information on the
amount of total expenditures for each component in
1985 and indicates the portion of the total that was
from the private sector and the portion that con-
stituted public expenditures.

Welfare and Other Services

In 1986, private expenditures for welfare and other
services totaled $36.7 billion. Expenditures for 1984
were $30.3 billion, 7.8 percent of total private social
welfare funding (table 4). These estimates are based
on data prepared by the Bureau of Economic Analy-
sis (BEA), U.S. Department of Commerce, for the
National Income and Product Accounts (NIPA)—
Personal Consumption Expenditures. The BEA series
presents data for religious and welfare activities as a
major component, and social welfare is the largest
subgroup within this category; it accounts for nearly
60 percent of the total reported expenditures.

Table 4.—Welfare and other services: Private

expenditures, Social Security Administration series

data, 1960-78, and Department of Commerce Nation-

al Income and Product Accounts data, 1960-86
[Amounts in millions]

Social Security Administration Department of

. . Commerce

Year Fiscal year | Calendar year NIPA series
1960........... $1,088 $1,126 $1,293
1965........... 1,375 1,438 2,753
1966........... 1,500 1,550 3,310
1967........... 1,600 1,680 3,878
1968........... 1,750 1,825 4,341
1969........... 1,900 1,950 4,922
1970........... 2,000 2,050 5,444
1971........... 2,100 2,200 6,310
1972........... 2,300 2,450 7,457
1973........... 2,600 2,750 8,245
1974........... 2,900 2,950 8,906
1975........... 3,000 3,200 9,990
1976........... 3,400 3,625 11,657
1977........... 3,850 4,188 13,424
1978........... 4,300 C 16,168
1979...... ... .. . . 18,717
1980........... ... . 21,455
1981........... S - 23,827
1982........... S S 25,362
1983........... . .. 27,624
1984, .......... o .. 30,307
1985........... L . 33,460
1986........... L. . 36,716

'Fiscal year estimates published in the Social Security Bulletin
bezfore discontinuation of the series in 1978.

Fiscal year estimates in column 1 converted to calendar year
estimates.

The private social welfare estimate includes:

Individual and family social services—counseling
and referral services to families and children, fami-
ly service agencies, adoption services, emergency
and disaster services, adult day-care centers, and
senior citizens centers;

Residential care—group foster homes, halfway
homes, and shelters for the homeless;

Recreation and group work—YMCA, YWCA, Boy
Scouts, and Girl Scouts; and

Job training and vocational rehabilitation—
sheltered workshops, vocational rehabilitation
agencies, and skill training centers.

A methodology for estimating private expenditures
for welfare and other services was published in the
Social Security Bulletin.” Although this article
presented a one-time estimate of philanthropic giving,
it did not provide a standardized data system for up-
dating the estimate on an ongoing basis. In subse-

"See Thomas Karter, “‘Voluntary Agency Expenditures for
Health and Welfare From Philanthropic Contributions, 1930-55,”’
Social Security Bulletin, February 1958, pages 14-18.
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quent years, the data published in the Social Security
Adminstration (SSA) private social welfare expendi-
tures series were estimated by adjusting the 1955 data
base, assuming a constant ratio between private wel-
fare expenditures and the gross national product.
This method appears to have resulted in a serious
underestimate of private expenditures for social wel-
fare. In 1960, the Karter and NIPA estimates were in
general agreement but, over time, they grew apart.

Alternate approaches for the resumption of this
series were considered. The National Income and
Product Accounts (NIPA) series appears to provide
the best information on private expenditures for
social welfare. The principal data source for the BEA
series on social welfare is the Census of Service In-
dustries, which is part of the Economic Census con-
ducted every 5 years. The latest census in this series
was conducted in 1982. Between census years, data
are extrapolated, generally on the basis of wage
indexes.

Education

Private expenditures for education in 1985 are esti-
mated to have reached $41.7 billion, of which $26.6
billion was for higher education, $13.7 billion for
elementary and secondary, schools and $1.5 billion
for construction (tables 5 and 6).

The methodology for estimating private expendi-
tures for education in the SSA social welfare expendi-
tures series was developed in the 1960s. It combines
data from two sources: the National Center for
Educational Statistics (NCES), U.S. Department of
Education, and the Bureau of Economic Analysis,
National Income and Product Accounts.

The components and data sources for the SSA ser-
ies for 1980 are described below:

[Amounts in millions}

1980 private expenditures for

education ...t $26,751
Current operations .. ................. 25,576
Elementary and secondary .......... 9,534
Higher education .................. 16,042
ConStruction . ..........ooeeveinuun.. 1,175

The amount for elementary and secondary schools
($9,534 million) represents two subcategories:

(1) $9,534 million are from the NIPA—private
education and research, elementary and secon-
dary schools; and

(2) $200 million was added from the NCES data
base, representing an estimate of expenditures
for student tuition and fees paid to public insti-
tutions, and for private transportation costs.

The amount for higher education ($16,042 million)
includes:

(1) $9,783 million from the NIPA—private ex-
penditures for education and research, higher
education;

(2) $5,215 million for student tuition and fees
paid to public institutions of higher education,
regardless of whether these expenditures were a
primary or a secondary source of income
(NCES series); and

(3) $1,044 million for private gifts and grants to
public institutions (NCES series).

The construction figure—$1,175 million—is from
the NIPA—Purchases of Structures, by Type.

The NIPA—personal consumption expenditures:

private education and research, offers an alternative
approach. The 1980 figures for this series were:

[Amounts in millions]

Private education and research ........... $27,179
Higher education........................ 9,783
Elementary and secondary schools ........ 9,334
Other ......... . i, 8,062

Historically, the aggregates for both the SSA-
private social welfare expenditures series and the
BEA-NIPA series have been close, even though some
of the expenditure items differ. The BEA estimate
does not include student tuition and fees in public in-
stitutions, private gifts and grants, or construction;
SSA’s estimate includes these items.

However, SSA does not include fees paid to busi-
ness, trade, and correspondence schools; miscellane-
ous eductional services; current expenditures by
nonprofit research and educational organizations; and
foundation operating expenses allocated to education,
which BEA includes under the category ‘‘Other.”’
Approximately 30 percent of the total private social
welfare outlays in 1980 went for items in this
category.

The data in table 5 show private expenditures for
education in 1970-86, based on both the SSA social
welfare expenditures series and the NIPA series.
Fiscal-year data for 1970-78, previously published in
the Social Security Bulletin, are shown in the first
column. These amounts are converted to calendar-
year data in the second column. The new estimates
for the private social welfare expenditures series ap-
pear in the third column, followed by the NIPA ser-
ies data for private education and research in
1970-86.
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Table 5.—Private expenditures for education: Estimated outlays under SSA social welfare expenditures series
compared with personal consumption expenditures for education and research (National Income and Product

Accounts series), and published data, SSA series, 1970-1986

[Amounts in millions]

Social Security Administration Department of

) 2 s Commerce

Year Fiscal year Calendar year New estimates NiPA series

1970 . . o e $9,883 $10,338 $10,506 $10,102
1971 e 10,793 11,286 11,588 10,900
1972 11,778 12,217 11,710 11,931
1973 . 12,655 13,044 13,610 13,088
1974 . e 13,432 14,064 15,003 14,469
1975 e e 14,695 15,550 16,626 16,346
1976, . oo : 16,405 17,141 18,120 17,907
1977 e 17,876 18,281 19,927 19,023
1978 . i 19,500 21,379 21,311
1979 . e (5) 23,361 23,984
1980, . o oo ) 26,751 27,179
< ) 30,062 30,649
1982, i ) 32,697 32,605
1983 . o ) 35911 35,773
1984 . . ® 38,722 38,864
1985........ e ) 41,722 41,474
1986, .. .o o) 45,474

" Fiscal year estimates published in the Social Security Bulletin
before discontinuaition of the series in 1978.

* Fiscal year estimates in column 1 converted to calendar year
estimates.

3 . - .
Data revised to reflect most resent retroactive adjustments
made by Department of Commerce, Bureau of Economic Analysis,

in its National Income and Product Accounts series.

‘ Data from the Bureau of Economic Analysis, Department of
Commerce, National Income and Product Accounts series on per-
sonal consumpiton expenditures for education and research.

‘Discontinued after fiscal year 1978.

Table 6.—Education: Estimated private expenditures, by category, calendar years 1970-85
[Amounts in millions]

Current operations

Elementary
. and Higher R
Year Total Total secondary education Construction

1970, . $10,506 $9,641 $3,332 $6,309 $865
1971, 11,588 10,645 3,598 7,047 943
1972 11,710 11,709 3,939 7,770 968
1973 13,610 12,773 4,460 8,313 837
1974 15,003 14,349 5,186 9,163 655
197 16,626 16,059 5,895 10,164 567
1976 e 18,120 17,460 6,385 11,075 660
1977 19,927 19,267 6,554 12,713 660
1978 . 21,379 20,650 7,442 13,208 729
1979 . 23,361 22,555 8,297 14,258 806
1980 .o 26,751 25,576 9,534 16,042 1,175
3 30,062 28,891 10,464 18,427 1,171
108 e 32,697 31,341 11,042 20,299 1,356
1983 . 35,911 34,499 11,993 22,506 1,412
1984 . 38,722 37,322 12,866 24,456 1,400
1985 . e 41,722 40,222 13,663 26,559 1,500

‘These totals correspond with the amounts given in table 5,
column 3, page
“Construction estimates are from the Survey of Current Business,

Department of Commerce, (National Income and Product

Accounts (NIPA) series).
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Table 7.—Income maintenance: Expenditures from private sources, by type of benefit, 1972-85
[Amounts in millions]

Type of benefit 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985
Total ............ $15,955 $17,087 $19,753 $21,910 $25,004 $30,662 $36,743 $42,628 $51,504 $59,095 $68,088 $79,245 $87,075 0
All wage and salary
workers:
Life insurance and
death benefits . . . .. 3,180 3,019 3,195 3,380 3,523 4,193 4,564 5,075 5,746 6,269 6,519 6,899 1)
Accidental death and
dismemberment. . .. 182 211 243 236 284 300 294 290 335 354 354 360 379 $385

Wage and salary
workers in private
industry:

Private pension plan
payments ......... 9,710 10,896 12,638 14,398 17,091
Sickness and R
disability benefits™..| 2,649 2,851 3,277 3,396 3,906
Long-term
disability.......... @) (3) 3 3 3)
Supplemental

unemployment
benefits........... 234 110 400 500 200

4,277

22,064 27,316 31,602 37,560 44,569 51,963 63,145 70,433 m

4,692 5772 6,280 6,437 6,884 6,993 7,212 )

3) (3) 3) 1,282 1,498 1,688 1,817 1,874 m

190 248 400 972 491 930 411 278 305

lData not available.
Includes long-term disability benefits for 1972-79;
data not available separately.

Income Maintenance

Private income-maintenance expenditures in the so-
cial welfare expenditures series represent outlays from
private employee benefit plans. The items included
are private pension plans, group life insurance, sick-
ness and disability insurance, paid sick leave, and
supplemental unemployment plans. In 1984, income-
maintenance expenditures totaled $87.1 billion, with
private pension plan benefits accounting for $70.4
billion (table 7).

An “‘employee benefit plan’’ is defined as any plan
sponsored or initiated, unilaterally or jointly, by em-
ployers or employees, and providing benefits that
stem from the employment relationship and that are
not directly paid for by Government, nor underwrit-
ten by Government, nor mandated by Government.
Specifically, temporary disability insurance benefits
mandated by State legislation are included in the so-
cial insurance category® in the public social welfare
series, rather than as private social welfare expen-
ditures.

Group Life Insurance

In 1984, $6.9 billion was spent for group life insur-
ance benefits based on the employment relationship.
This amount includes benefits under programs for
government civilian employees. The estimates for
1972-84 are based on data published in the annual

*Not available separately for years before 1980; included
with “sickness and disability benefits?

Life Insurance Fact Book,” adjusted to remove group
policies not based on the employment relationship—
professional societies and employee associations.

Accidental Death and Dismemberment

The estimated benefit payments under accidental
death and dismemberment insurance provisions
reached $385 million in 1985. The data for this series
are based on insurance industry reports for 1972-79.
These data have not been available since 1982. Fur-
thermore, the reported data for 1980-82 reflect dis-
continuity with the period 1972-79. The estimates
presented in table 7 for the period 1980-84 are based
on regression values obtained by relating accidental
death and dismemberment benefits to total earnings
in the United States economy.

Supplemental Unemployment Benefits

Data on supplemental unemployment benefits are
from the NIPA series—Other Labor Income by In-
dustry and by Type. Expenditures for these benefits
totaled $305 million in 1985."°

*For the most recent detailed presentation of private income-
maintenance expenditures, see Martha Yohalem, ‘Employee-
Benefit Plans, 1975, Social Security Bulletin, November 1977,
pages 19-28.

’ American Council of Life Insurance, Washington, D.C.

‘DSurvey of Current Business, July 1986, table 6.13, page 69.
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Sickness and Disability Benefits

Data on benefits received by employees in private
industry for short-term sickness, which includes pri-
vate cash-sickness insurance and self-insurance, and
for sick leave are shown for 1972-84. For years be-
fore 1980, the cost of insurance payments beyond the
first 6 months of the employee’s illness are included
in the benefit amounts shown.

The information on sickness insurance and sick
leave appeared initially in the Social Security Bulle-
tin.'' The most recently published data were for the
period 1948-83.'% Benefits paid under the State Tem-
porary Disability Insurance programs and the Rail-
road Retirement program are excluded here because
they are included with the public social welfare ex-
penditures. For 1984, private industry short-term
sickness benefits reached an estimated $7.2 billion.

Long-Term Disability

Data on long-term disability insurance benefits are
available separately from short-term benefits begin-
ning with 1980. These benefits amounted to $1.9 bil-
lion in 1984."° Where long-term disability benefits are
paid under the provisions of employment-related pen-
sion plans, the payments are included with the pri-
vate pension data.

Private Pension Plans

Private pension plan payments reported in this ser-
ies include, in addition to benefits paid for solely by
employers, all of the benefits of employment-related
pension plans to which employee contributions are
made (even large contributions, as in thrift plans).
Individual savings plans, such as individual retire-
ment accounts (IRA’s) and retirement plans for the
self-employed (Keogh), are not included. In view of
the general interest in retirement security, data will be
secured on these plans in future studies.'*

Pension plan benefits include monthly benefits and
lump-sum distributions to retired and disabled em-
ployees and their dependents, and to survivors of de-
ceased employees. In addition, preretirement
lump-sum distibutions are also included.

"'See Social Security Bulletin, January 1956, pages 3-8, for the
first article of this series, and various issues thereafter for the peri-
odic updating of these data.

"See Daniel N. Price, ‘‘Cash Benefits for Short-Term Sickness,
Thirty-Five Years of Data, 1948-83,” Social Security Bulletin, May
1986, pages 5-19. The data used for these estimates are derived by
subtracting the figures in column 1 of table 6 from the correspond-
ing data in column 4 of table 5.

"Based on unpublished data from the Health Insurance Associa-
tion of America (HIAA).

“Data on assets of individual savings plans are available.
However, data on the amount withdrawn from these plans are not
now available.

The following data sources were considered in de-
veloping private pension benefit estimates:

(1) Tabulations of the Department of
Labor/Internal Revenue Service form 5500. Every
employer pension or welfare fund is required to
file a form 5500 every year. However, regulations
reduce the amount of information required from
some plans for certain years. The form is consi-
dered an accurate source of information because it
is prepared by pension professionals and penalties
are incurred for nonfiling and for deliberate mis-
statements.

For trusteed plans, the information required for
these estimates is contained directly in the data
requested in item 14(h)(i) of the form: ‘‘(h) Distri-
bution of benefits and payments to provide

benefits—(i) Directly to participants and their
beneficiaries.”” Although the initially stated re-

quirement that the form 5500 be filed is, for prac-
tical purposes, universal, the Employee Retirement
Income Security Act (ERISA) permits the Depart-
ment of Labor to exempt—through regulations—
certain types of pensions plans—wholly insured
plans that are held in the general account of an in-
surance company—from fulfilling some of the re-
quirements. The sections of the form 5500 from
which these insured plans were exempted include
item 14. It is essential, therefore, to obtain infor-
mation on insured plans to supplement the ag-
gregate payments data obtained from the form
5500.

At present, data from the 5500 form are avail-
able only for 1977, 1978, and 1981.

(2) Data from the American Council of Life In-
surance (ACLI). The ACLI publishes the Life In-
surance Fact Book, an annual statistical report
based primarily on the annual financial statements
of life insurance companies. The table and section
““Private Pension Plans in the United States With
Life Insurance Companies’’ in the Fact Book pro-
vides data on all annuity payments by life insur-
ance companies (except where the life insurance
company is acting solely as a paying agent and is
not bearing any risk). Individual savings plans
with life insurance companies are shown separate-
ly. Use of the ACLI data as a supplement to
benefit payments data from the form 5500 requires
an estimate of the degree of overlap that exists.
The overlap payments may be described, by impli-
cation, as wholly insured plans that are not held in
the general account of the insurance company.
Overlap estimates for 1972-84 are shown in item 9,
table 8.

(3) 1975 Securities and Exchange Commission
(SEC) Survey of Private Pension Plans. This
study, as inflated to its universe, covers all
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Table 8.—Private pension plans: Estimates of expenditures, 1972-85
[Amounts in millions]
Item 1972 1973| 1974| 1975| 1976| 1977| 1978] 1979| 1980 1981 | 1982] 1983| 1984| 1985

(1) Pension and profit-
sharing payments to
individuals (based

on form 5500) . S S .. ... $19,493 $23,934 . ... $40,143
2) Pensxon payments,
CPS’ . ... . ........ ... $10,083 $11,182 $12,507 14,922 17,537 $19,624 $22,627 26,021 $29,432 $34,636 $37,266 342,354

(3) ACLI data:’

(a) Total life insur-
ance company
pensions . ...... $1,715  $1,925 2,230 2,520 2,735 3,105 4,000 4,350 4960 5810 6,555 7,605 8,520

(b) Life insurance
company pen-
sions for indivi-
duals—not
through employ-
ment relation-

ship........... 5 5 5 10 15 30 35 45 45 50 55 60 105
Keogh plans. .. 5 5 5 10 15 25 25 30 30 35 35 35 55
IRAs......... 5 10 15 15 15 20 25 50
(4) Pension and profit-
sharing payments,
BEA . ............ 10,015 11,235 12,970 14,850 17,023 21,178 24,181 27,447 31,487 38,363 45,448 53,766 63,515 73,677
(5) Ratio to CPS ..... S . . .. ... 15144 1.5986 1.6526 1.7083 1.7660 1.82428 1.88265 1.94290
(6) Ratio to BEA®. . ... L. o ... 1.0000 1.0330 10671 11593 11816 1.2276 1.1979 1.1814 12128 1.1340

(7) Total private
pension payments
before adjustment
for ACLI overlap,
new series ........ 10,015 11,235 12,970 14,850 17,584 22,598 28,034 32,431 38,654 45953 53,692 65,207 72,404

(8) Total private
pension payments
before adjustment
for ACLI overlap
through employ-
ment relauonshlp,
new series ........ 10,010 11,230 12,965 14,840 17,569 22,568 27,999 32,386 38,609 45903 53,637 65,147 72,299

(9) ACLI overlap ..... 300 334 327 442 478 504 683 784 1,049 1,334 1,674 2,003 1,866

(10) Total private

pension payments,
new series ....... 9,715 10,901 12,643 14,408 17,106 22,094 27,351 31,647 37,605 44,619 52,018 63,205 70,538
(11) Total private
pension payments
through employ-
ment relatxonsh]p,

new series .. ..... 9,710 10,896 12,638 14,398 17,091 22,064 27,316 31,602 37,560 44,569 51,963 63,145 70,433
'Includes both defined benefit plans and defined contribution “To calculate, divide amount of total private pension payments,
plans. Data for 1977 in Nicholas Greenia, “Employee Benefit new series amount (item 7) by pension and profit-sharing payments
Plans, 1977, Statistics of Income Bulletin, Internal Revenue Serv- amount from the Bureau of Economic Analysis (item 4).
ice, Spring 1982, page 13; data for 1978 from Estimates of Par- "Add amount of pension and profit-sharing payments (item 1)
ticipant and Financial Characteristics of Private Pension Plans, to ACLI data, total life insurance company pensions amourt
Department of Labor, 1983, table 11, page 19; data for 1981 from (1tem 3 (a)).
The Handbook of Pension‘Slatistics, 1985 (Richard A. Ippolito and *To calculate, subtract ACLI data, life insurance company pen-
Walter W. Kolodrubetz (editors)), Commerce Clearing House, sions for individuals—not through employment relationship—(item
Chicago, 1986, table 35, page 12. 3 (b)) from total private pension payments, new series
"Bureau of the Census, Current Population Survey (unpublished (nem 7.
data) . *This is an estimate of life insurance company pension payments
‘See Life Insurance Fact Book, annual issues, table on “Private based on unallocated or not-fully-guaranteed contracts. Such pay-
Pension Plans in the United States with Life Insurance Companies;’ ments are included in items 7 and 8, as well as in the ACLI data.
American Council of Life Insurance (‘%CLI)’ Washington, D.C. "“To calculate, subtract ACLI overlap (item 9) from total private
See Bureau of Economic Analysis, “National Income and pension payments, before adjustment for ACLI overlap, new series
Product Accounts—Other Labor Income by Industry and by Type;” (item 7).
Survey of Current Business, July 1986, table 6.13, page 69. "To calculate, subtract ACLI overlap (item 9) from total private
To calculate, divide amount of total private pension payments, pension payments, before adjustment for ACLI overlap, through
new series amount (item 7) by pension payments amount from the employment relationship, new series (item 8).

Current Population Survey (item 2).
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trusteed corporate plans. It appears to give reliable

data. Of course, preference must be given to more

up-to-date data.

(4) Current Population Survey (CPS) pension
data. This information comes from the annual
March Income Supplement to the CPS, which
reports income for the previous year. Any person
whose death occured from the beginning of the
reference year to the survey date is excluded. All
retirement plans (including individual retirement
plans) are included. A point of ambiguity is the
treatment of lump-sum distributions; the instruc-

tions for the interviewer do not cover this point,

and it appears that most people interviewed inter-
pret the word ‘‘pension’’ to mean only a monthly
payment.

(5) Internal Revenue Service Statistics of Income
(SOI). IRS publishes pension income reported on
the form 1040—the individual income tax return.
The quality of the data is believed to be quite
good. However, not everyone has to file an in-
come tax return. Filing status is based on the
amount of gross income, marital status, and age.

(6) Bureau of Economic Analysis (BEA),
Department of Commerce: National Income and
Product Accounts (NIPA)—Other Labor Income
by Industry and by Type. Benefits paid by private
pension and welfare funds: Pension and profit
sharing.”’ This series is estimated in two parts: (1)
trusteed pension plans and (2) insured pension
plans. The trusteed pension plan part takes as its
basis the 1975 SEC Survey of Private Pension
Plans. To extend forward, BEA starts with the
SOI series on taxable pension income (described
above), minus the separately estimated taxable
income from government plans. For insured pen-
sion benefits, BEA uses the total of all insured
pension payments as given by ACLI (including in-
dividual savings type pensions—IRA’s, Keogh'’s,
and tax-sheltered annuities). For years before 1975,
BEA uses the SSA estimate. The BEA series
presents a problem in that unless the indexing ser-
ies is of high quality, the use of the base year 1975
may produce a considerable error. The SOI series
used (because it represents only the taxable portion

of pension income) may not be what is needed
because it depends on trends in whether the em-

ployer or the employee pays for the pension.

The bases for the estimates of private pension
plan benefits in the private social welfare expendi-
tures series are the tabulations of the DOL/IRS
form 5500, combined with an estimate of the over-
lap between the form 5500 data and the ACLI
data. However, the form 5500 data were available
only for 1977, 1978, and 1981. Therefore, it was

I5Survey of Current Business, July 1986, table 6.13, page 69.

necessary to interpolate and extrapolate the values

1 thic nuirnnce the ratin
of the form 5500 series. For this purpose, the ratio

of the form 5500 value to the CPS value was used
to fill in the years 1979, 1980, 1982, 1983, and
1984,

For the years 1972, 1973, 1974, and 1975, previ-
ously estimated SSA values, which were based on
SEC surveys, were used. These values, adjusted
upward for individual savings plans, were the
values used by BEA. For 1976, the ratio to the
BEA value for 1975 and 1977 was used, and the
1976 value of the ratio to BEA was computed as

the geometric mean of the 1975 and 1977 values

and then muitiplied by the BEA value. Finally, an
adjustment was made for overlap between the
ACLI and the form 5500-based series.

State Programs and Supplemental
Security Income for the Aged, Blind,
and Disabled, April 1987*

The 1972 Amendments to the Social Security Act
(Public Law 92-603) established a national program
with uniform standards and eligibility requirements
for the needy aged, blind, and disabled. The Sup-
plemental Security Income (SSI) program replaced the
federally assisted, State-administered programs of
Old-Age Assistance, Aid to the Blind, and Aid to the
Permanently and Totally Disabled in the 50 States
and the District of Columbia. Later, SSI also was ex-
tended to the Northern Mariana Islands.

Cash payments from SSI represent only one facet
of the network of assistance available for the subsis-
tence of the aged, blind, and disabled. A number of
State and federally administered programs can accrue
to SSI eligibility. This note addresses several of those
programs, which vary from State to State and interact
with SSI. A summary table is provided at the end of
this note for ready reference.

Medicaid

All the States have federally assisted medical as-
sistance (Medicaid) programs. Medicaid programs may
consist of two parts—one for the categorically needy
and one for the medically needy. Medicaid programs
for the categorically needy must include cash as-
sistance recipients of Aid to Families with Dependent
Children (AFDC) and SSI or a State definition of the
aged, blind, and disabled (explained below). A State

*By Craig A. Streett, Division of Payment Policy, Office of Sup-
plemental Security Income, Social Security Administration.

Social Security Bulletin, May 1987/Vol. 50, No. § 67



