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Social Insurance and Public Assistance in the Twentieth-Century United States 
 

PRICE V. FISHBACK 
 

 
 
The growth of American governments in the twentieth century included large increases in funds for social insurance and public 
assistance.  Social insurance has increased far more than public assistance, so “rise in the social insurance state” is a far better 
description of the century than “rise in the welfare state.”  The United States has increased total spending in these areas as much or 
more as have European countries, but the U.S. spending has relied less heavily on government programs.  In the U.S. states largely 
determine the benefits for many of the public assistance and social insurance programs, leading to large variation in the benefits across 
the country.  I develop estimates of these benefits across time and place and compare them to the poverty line, manufacturing earnings 
and benefits, state per capita incomes in the US, as well as GDP per capita in countries throughout the world.   
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Long-run changes in inequality over the past 100 years have been receiving a great deal of attention in economic history and 

economics in recent decades. Data issues have caused a large part of that literature to focus on the shares of income going to the very 

top parts of the income distribution. Participants in the literature and presidential candidates have developed policies designed to 

reduce inequality through taxation.1 Yet, many people who worry about inequality think of reducing poverty at the low end of the 

distribution; therefore, I seek to shift the focus to government policy at the low end of the income distribution. A major portion of the 

growth of American governments (local, state, and federal) in the twentieth century came through expansions of social welfare 

spending, as a society with increasing income sought to build a broader safety net to help people through their elderly years and 

struggles with unemployment, disability, and health.2  

Discussions of these types of programs use multiple definitions of the word “welfare.” “Social welfare” spending is an 

aggregate measure used by the Organisation for Economic Co-operation and Development (OECD) and Social Security 

Administration (SSA), which includes spending on public assistance to the poor and on social insurance.3 In the United States, public 

assistance typically has involved pure transfers from general funds to a poor recipient. The programs include Supplemental Security 

Income (SSI), Temporary Assistance to Needy Families (TANF), and Medicaid. These programs are also commonly referred to as 

welfare. In social insurance programs workers or their employers pay a premium (or a tax) in return for a future pension or coverage 

 
1 See, for example, Atkinson, Piketty, and Saez (2011) and Piketty, Saez, and Zucman (2018). Piketty, Saez, and Zucman all have recommended imposing 
substantial taxes on income and wealth at the very top part of the distribution for the specific goal of reducing inequality.   
2 For descriptions of the current public assistance programs, see Moffitt and Ziliak (2019).  For a survey of economic history research about social insurance and 
poverty programs prior to World War II, see Allen et al. (2010). For narrative histories, see Katz (1996), Popple (2018), and Trattner (1999).  
3 See the notes to Table 1 for the programs the OECD includes in their definition of social welfare spending.  
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of costs or lost earnings when they lose jobs, fall ill, are injured, or die. These programs include Unemployment Insurance (UI) and 

Workers’ Compensation (WC), Social Security, Disability Insurance (DI), and Medicare. 

To provide perspective on the changes in public assistance and social insurance in the twentieth century, I address three major 

issues. First, what many people call the rise in the welfare state in the United States might better be described as the “Rise of the 

Social Insurance State.” “Rise of the Welfare State” could be seen as a rise in public assistance transfers to the poor. Yet, such 

transfers have not been very large relative to gross domestic product (GDP). A very large share of the expansion in social welfare 

spending has come from social insurance that covers people throughout the income distribution. The social insurance programs were 

much easier to sell politically and carried much less social stigma because participants felt that they or their employers had paid for 

their benefits up front. 

Second, America is commonly perceived to spend much less on social welfare than many European countries. This perception 

arises because most comparisons focus on gross public social welfare spending. In fact, after taking into account taxation, public 

mandates, and private spending, the United States in the late twentieth century spent a higher share on combined private and net public 

social welfare relative to GDP than did most advanced economies. Americans just did it differently because the governments operated 

a safety net system that relied to a much greater extent on private insurance and pensions and taxed lower income people less heavily.  

Third, the United States has 51 or more social welfare systems that set target minimum benefits for public assistance for the 

elderly and families in poverty and maximum benefits for social insurance programs. Yet, nearly all studies of public assistance and 

social welfare seem to focus on the amount spent in these programs. The amount spent tells only part of the story because public 
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assistance operates on a budget-deficit principle in which the spending is designed to fill the gap between a target level of living and 

the household’s resources. Since the spending only fills that gap, we know little about the target, which is the primary goal of the 

program. Therefore, I develop estimates of these target benefits for each state for several years in the twentieth century and compare 

them to several measures of economic well-being: the national poverty line before and after adjusting for cross-sectional differences in 

cost of living, state manufacturing earnings and benefits, state per capita incomes, and per capita GDPs in countries around the world. 

The comparisons show that the public assistance targets have been more generous to the elderly poor than to poor families. The 

elderly targets rose throughout the century relative to the poverty line and manufacturing earnings, and they held steady relative to per 

capita incomes. The targets for families had a roughly similar pattern until 1990 but fell after the TANF reforms in the late 1990s. 

Increases in Medicaid spending account for a significant part of these rises after 1970. After falling from 1940 to 1960 relative to the 

income measures, WC and UI maximums rose until 1971. After 1970, WC maximums rose relative to the poverty line and 

manufacturing earnings and held steady relative to per capita incomes. In contrast, UI maximums fell relative to manufacturing 

earnings and per capita incomes. A likely reason was that many more states indexed maximums to average weekly earnings for WC 

than they did for UI.  

 

THE RISE OF SOCIAL WELFARE IS LARGELY A RISE IN SOCIAL INSURANCE 

During the twentieth century, total spending on social welfare programs by all government rose from about 1 percent to above 

13 percent relative to GDP. This change is often described as the rise of the welfare state. Such a description hides much of the nature 
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of the change. One definition of welfare is public assistance to the poor. As seen in Figure 1, that type of public assistance has never 

risen above 4 percent of GDP. It rose above 2 percent relative to GDP in the heart of the Great Depression when it was joined by 

roughly similar shares of work relief payments under the New Deal. After Medicaid was instituted to provide medical care to the poor 

in 1966, public assistance rose to above 3 percent relative to GDP, in part because more effective medical care led to greater shares of 

overall medical spending in GDP. Part of the reason for this relatively low amount relative to GDP likely relates to the pure transfer 

feature of public assistance. Throughout the century, there was support for transfers to people who fell on hard times through no fault 

of their own, but there were extensive debates about the size of the “undeserving poor” population, whose own decisions led to their 

demise or who gamed the system (Moffitt 2015; Katz 1989; Patterson 2000). The stigma of being labeled “undeserving” also limited 

applications for benefits by the eligible poor.  

The lion’s share of the rise in social welfare spending came in the form of expansions in social insurance. Social insurance 

relative to gross national product (GNP) rose from less than 1 percent in 1929 to roughly 10 percent by the end of the century. The 

insurance feature distinguished it from public assistance in several ways. There was no social stigma because the worker could easily 

claim that she or her employer paid an upfront premium for her benefits. It was not a poverty program because coverage extended to 

workers and the self-employed throughout the income distribution. Further, the absence of pure transfers made these programs easier 

to sell to the general taxpayer.  

Franklin Roosevelt understood this distinction when he proposed the Social Security Act in 1935. For the elderly, it included 

both grants for state means-tested Old Age Assistance (OAA) programs for the elderly poor and the Social Security pension program 
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for workers. In his radio address in January 1935, he declared that UI and Social Security would be “self-sustaining” and would not be 

funded out of general taxation (Roosevelt 1946, pp. 41–45). The tie between income and pension benefits (although somewhat loose) 

and the cap on payroll income to be taxed for any employee were set specifically because the Social Security pension program was 

social insurance. Roosevelt was adamant that the program should be self-funding for a long period. When the Committee on Social 

Security sent him a draft bill that would have led to a future deficit after 1965, Roosevelt sent it back with the statement: “We can’t 

sell the United States short in 1980 any more than in 1935.” The Committee thought they had resolved the issue with their final bill, 

but experience over the next several years led the SSA to switch to the pay-as-you-go system that many countries have adopted 

(Schieber and Shoven 1999, pp. 36–37).  

The pay-go system has created funding challenges that have led to increases in the payroll taxes designed to fund it from 2 

percent shared equally by worker and employer to 10.7 percent in 1999. Disability Insurance in 1957 and Medicare in 1966 were 

added to the mix of pay-go programs with specific taxes meant to act like premiums. These funds are not actuarily sound in the sense 

required for private providers of similar pensions or insurance. Instead, they are funded with government bonds in trust funds. These 

are essentially government IOUs that promise that the national government will collect enough in taxes to pay the pensions and 

benefits promised when someone becomes eligible for them. Given the funding method and the relationship between taxes collected 

and benefits paid, there are cross-subsidies within the programs that benefit lower earners that might be similar to welfare 

redistribution. Yet, given that all contributors at all income levels get benefits unless they die early, they were structured to look like 

social insurance programs and not poverty programs.  
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 Unemployment Insurance and WC work more like private insurance. Unemployment Insurance is funded by employers with 

the federal government paying only administrative costs. Workers’ Compensation requires employers to purchase insurance or provide 

proof that they have adequate resources to self-insure to cover the medical and wage replacement costs for workplace accidents. Both 

programs are “experience-rated” because employers who release more workers into unemployment or have more workplace accidents 

pay higher amounts into the system.  

Given the multiple definitions of welfare and that the majority of the rise in funds distributed were in social insurance 

programs, the public and scholars should really be referring to the rise of the social insurance state in their descriptions of the trends in 

the United States 

 

INTERNATIONAL COMPARISONS OF SOCIAL WELFARE SPENDING 

Modern social welfare programs in the United States operate more as safety nets than in many other high-income countries. 

While governments provide social insurance and public assistance, a large majority of American households also obtain pensions and 

health, life, and disability insurance through their employers. Figure 1 shows that private health expenditures rose from 4.5 percent in 

1972 to 7.5 percent in 1994 and private income maintenance expenditures rose from 1.4 to 2.9 percent. Meanwhile, private transfers 

designed to aid the poor rose from 0.6 to 1.2 percent. The U.S. system is often contrasted with more universal government-based 
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systems in high-income democratic countries.4 All have market economies, but their governments are more heavily involved in 

providing health care and in providing funds for child care for all households.  

The dramatic rise in social welfare spending internationally in the twentieth century is documented in Table 1. It was less than 

2 percent relative to GDP in each of the countries in 1900 and was above 2 percent in only a handful in 1930. By 2003, net public and 

private social welfare spending—after incorporating public spending, private spending, and public mandates and netting out taxes—in 

the United States had risen to 25.2 percent relative to GDP, which ranked the United States fifth among the OECD countries in Table 

1. How the funds were spent differed greatly, however. Gross public spending typically has been the comparison made in most cross-

country comparisons. In 2003, the United States ranked fourth from the bottom in this measure. In 2003, most of the other countries 

had much higher consumption taxes and the countries with the highest gross public spending tended to tax benefits for welfare 

recipients. Meanwhile, the United States offered more tax breaks and the Earned Income Tax Credit (EITC) made payments to 

workers with low enough earnings.5 As a result, net public welfare spending as a percentage relative to GDP was substantially lower 

than the gross spending for most countries, while it was somewhat higher in the United States.  

 
4 Lindert (2004) provides a detailed look at the rise of public spending throughout the world. For detailed comparisons of social welfare systems across countries 
in the modern era, see Kenworthy (2011). For a recent description of a wide range of American public assistance and social insurance programs, see the special 
issue of the Annals of the American Academy of Political and Social Science (Moffitt and Ziliak 2019). 
5 In 2003, the average itemized tax rates in Sweden were 28.6 for old-age cash benefits, 28.3 for survivors’ benefits, 27.7–30.8 for incapacity-related benefits, 
30.8 for family cash benefits, 29.6 for benefits while in labor market training, and 29.8 on unemployment insurance benefits.  In the United States, Social 
Security benefits were taxed at 5.2 percent, unemployment compensation at 12.1 percent, and pension and IRA distributions at 14.8. The Swedish consumption 
tax rates were between 22 and 28.8 percent, while Americans paid 4.7–7 percent. The United States offers a wide range of tax breaks that are similar to cash 
benefits—such as the EITC for low-income workers with families—and tax deductions and breaks for medical expenses, for pensions, and to stimulate charitable 
giving and other private social protection. See OECD (2007, pp. 78 and 80).  
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The United States had dramatically higher private social welfare spending, which raised the U.S. private and net public 

spending relative to GDP into fifth place on the list. Consider some comparisons with the Nordic countries, which have been strong 

advocates for universal systems. Private pension payouts in 2003 were 3.8 percent relative to GDP in the United States compared with 

2.2 percent in Denmark, 2 percent in Sweden, and less than 1 percent in Finland and Norway. The most obvious difference was in 

health care spending. In 2003, Americans spent 15.1 percent of GDP on health care, substantially more than in the Nordic countries. 

The United States spent 6.7 percent relative to GDP through government on the elderly, the poor, and veterans and another 8.4 percent 

privately on the rest of the population. In comparison, the Nordic countries spent between 5.9 and 8.4 percent of GDP on health care 

with 1.5–2.1 percent privately.6 Among the reasons claimed for higher U.S. health expenditures has been the much higher 

administrative costs associated with market insurance (Himmelstein et al. 2014). Subtract one-third of the private health expenditures 

for administrative costs, and the private health spending in the United States falls by 2.8 percent of GDP and U.S. private and net 

public welfare spending falls to 22.4 percent of GDP, which causes the United States to fall only from fifth to eighth, still above many 

other countries said to be focusing heavily on social welfare spending.7  

 
6 OECD Health Statistics downloaded from OECD Health statistics database on July 15, 2009, http://stats.oecd.org/Index.aspx?DatasetCode=HEALTH).  
7 There are also extensive and complex discussions about cost and quality of care that cannot be dealt with as easily as administrative costs. At the least, these 
comparisons between the United States and the Nordic countries are comparisons of intent for spending.  The disadvantage of the U.S. safety net system circa 
2000 was that roughly 8–12 percent of families did not have health insurance (Congressional Budget Office 2003). This group earned too much to receive public 
health insurance, and some were healthy adults with adequate incomes who gambled they would stay healthy and chose not to spend the $5,000–$6,000 per year 
for individual health insurance at the time. Everybody still had access to medical care because emergency rooms were required to provide care. When faced with 
a negative health shock, the cost of care sharply reduced their assets until they became eligible for Medicaid, a loss that households in the Nordic countries would 
not have faced.  
    

http://stats.oecd.org/Index.aspx?DatasetCode=HEALTH
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FIFTY-ONE OR MORE SOCIAL WELFARE SYSTEMS IN THE UNITED STATES 

Throughout the twentieth century, the United States had at least 51 different welfare systems, more if local government and 

charity programs are included. The variety is the legacy of a history of the organization of poverty programs in the United States. Prior 

to 1910, local governments and charities played the dominant role in providing public assistance for nonveterans with outdoor relief, 

almshouses, and hospitals.8 Local governments and private charities continued to provide a large share of the social welfare spending 

into the 1930s. For example, the Massachusetts Department of Public Welfare collected probably the most comprehensive records on 

private and public spending during the period, and Figure 2 shows some summary information compiled by Livingston (2011) from 

the Massachusetts Board of Charity (1900-1919) and the Massachusetts Department of Public Welfare (1920-1930). Local 

government social welfare spending rose from about 0.25 percent of personal income in Massachusetts in 1919 to nearly 2 percent in 

1940, while private charity rose from around 0.5 percent to around 2 percent in 1933. Massachusetts has been considered a relatively 

progressive state, so these figures are likely higher than for the United States as a whole. Even so, the scattered information I have 

seen suggests to me that the very low figure for public assistance in 1929 in Figure 1 understates the true level. More quantitative 

research on this period will be valuable.  

 
8 Prior to 1910, states provided schools for the deaf and blind and some orphanages. Skocpol (1992) claims that Civil War disability pensions were precursors to 
Social Security because the definition of disability expanded to cover problems from old age. However, these were really more like employment-based disability 
pensions based on the military service of veterans.  
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 In 1911, state governments began adopting Mothers’ Pensions (MPs) to provide funds for widows with children and social 

insurance for workplace accident victims in the form of WC. By 1934, in the heart of the Depression, all but 2 states had MPs, all but 

4 had WC, 30 had need-based old-age assistance, 28 offered aid to the blind (AB), and Wisconsin had begun collecting revenues to 

fund unemployment insurance payments (Fishback and Thomasson 2006, p. 2-709). Governments at all levels had tried to increase 

road building and other public works in the early 1930s. In response to the Great Depression, in 1932, the Reconstruction Finance 

Corporation under President Hoover made $300 million in loans to cities and states for public assistance that were later forgiven. The 

federal government began playing an active role in public assistance in 1933 with direct and work relief grants from the Federal 

Emergency Relief Administration to the states, the Civil Works Administration, and the Civilian Conservation Corps program. These 

and programs such as the Works Progress Administration had ended by 1943. The beginning of the long-term role of the national 

government in public assistance and social insurance for the general public started with the Social Security Act of 1935, which is 

discussed more below.  

 

Target Benefit Levels for Households on Public Assistance 

State governments determined benefit levels in many public assistance and social insurance programs. As a result, the benefit 

levels varied a great deal across space and time. The public assistance programs for the elderly and family recipients of aid ran on a 

budget-deficit principle that established a target level of income and sought to fill the gap between the target and the earnings of the 

family (Moffitt 1992, 2003). These targets show the dollar value of the standard of living that the states sought to ensure for the people 
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they supported. Average spending per recipient cannot provide this information because it is a measure of the average gap between the 

target and the average pre-transfer incomes of the recipients. In 1911, state governments started enacting MP laws to provide monthly 

payments to widows with children to allow them to live in their own home rather than be in almshouses (Moehling 2006, 2007) By 

1934, all but two states offered MPs and some states had expanded their programs to include mothers who had lost husbands for other 

reasons. The Social Security Act of 1935 started Aid to Dependent Children (ADC). The national government offered matching grants 

up to a fixed amount per month for recipients; the states were required to pass enabling legislation to set up a program in each county 

of the state with specific administrative guidelines, while states retained control over the benefit levels. In 1962, the program was 

superseded by Aid to Families with Dependent Children (AFDC) when coverage was expanded to include adults caring for dependent 

children. Welfare reform in 1997 replaced AFDC with TANF, which shifted to block grants away from matching grants to the states 

and focused more heavily on ensuring that adults in the families returned to work earlier. For ease of exposition, I will use the term 

“family targets” to refer to target incomes under these programs.9   

In the 1920s, a handful of states legislated OAA programs for the poor elderly to allow them to live on their own. These early 

laws typically gave counties the ability to run programs, but the state government allotted no funds. By 1934, 30 states and territories 

had programs and most were providing state funding, but the amounts paid out often fell well short of target benefits.10 As with ADC, 

the Social Security Act of 1935 began providing matching grants for OAA benefits that were determined by the states. This was the 

 
9 For a more detailed and comprehensive history of the shifts, see Moffitt (1992, 2003). 
10 The Alaskan Territory passed an OAA law in 1915 (Stoian and Fishback 2010). 
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means-tested poverty program for the elderly that complemented the Old Age Survivors’ Insurance (OASI) pension program that is 

commonly referred to as Social Security. In 1972, the OAA programs were superseded by SSI, in which the federal government set a 

nationwide benefit level. Benefit levels still varied across states because a number of states added their own payments.11 For ease of 

exposition, I will refer to these benefits for the elderly poor as “elderly targets.”   

Over the course of the century, the national government has funded additional poverty programs to supplement, and in some 

cases to replace, part of the benefits. A school lunch program was started in 1946. School breakfasts and meals during the summer 

were added in the 1960s. After experimenting with food stamp programs, the national government enacted a more permanent Food 

Stamp program in 1964. The Agriculture and Consumer Protection Act of 1973 (Public Law 93-86, 10 August 1973) required states to 

provide the program in all jurisdictions by 1 July 1974. In 1974, the national government set up the permanent Woman, Infants, and 

Children (WIC) program to provide grants to states to fund better nutrition for poor women during pregnancy and while they raise 

small children. The national government provided funds for medical vendor payments for ADC and OAA recipients in 1951 

(Thomasson 2002). These were replaced by the Medicaid program in 1966. The Low Income Household Energy Assistance Programs 

(LIHEAP) began providing funds to cover heating and cooling costs in 1981 (Fishback and Thomasson 2006, p. 2-696).  

 
11 There are some programs that I do not address here. Before 1935, 28 states and territories had AB. The 1935 Social Security Act replaced these programs with 
matching grants in the way they did for OAA and ADC, and the SSI program reformed aid to the blind along with OAA. AB recipients tend to be eligible for the 
same additional programs as OAA and ADC recipients. For workers, the national Social Security program added programs that operated like the OASI pension 
program in the form of Disability Insurance in the late 1950s and Medicare in 1966.    



 14 

My goal is to provide an estimate of the target income that each state established for a family in poverty and an adult aged 65 

and over living on their own in 1919, 1926, 1934, 1940, 1958/1960, 1971, 1983, 1990, and 2000. The choice of year and the size of 

family for the public assistance estimates of the target level living are based on availability of information on target income levels and 

on cross-sectional cost-of-living comparisons.  

For both the old-age and family target benefits, I assume the household starts with zero income so they would receive the full 

payment, which reflects the target level of income. The three-person family was a mother, a child under school age, and a child of 

school age; a four-person family has another child in school. The elderly person is assumed to have never worked and, thus, is not 

eligible for Social Security pensions, Medicare, or Disability Insurance. After 1982, the Green Book, put together by the Department 

of Health, Education, and Welfare, reported maximum totals for the combination of food stamps and family benefits and for the 

combination of food stamps and elderly benefits (U.S. House of Representatives, Committee on Ways and Means, various years). In 

1971, the states reported maximums for family and elderly benefits alone. In 1971, I added the national average of food stamps per 

OAA recipient and food stamps per ADC recipient to avoid variation across states in such payments that might have been based on 

differences in poverty levels. For the school meal programs, I calculated a cost per meal, usually with national information, and 

assumed that the child ate breakfast and lunch at school for 20 days a month for nine months and ate one summer meal for 20 days a 

month for three months. The average payment per recipient for WIC was added for the child under school age. LIHEAP benefits were 

based on state averages of payments per household receiving benefits for both the elderly poor and the family poor.  
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 Medicaid reported the amount paid and the number of recipients for OAA/SSI participants and separately for child and adult 

recipients of AFDC/TANF, so I reported the amount per recipient in those categories in 1983, 1990, and 2000. For 1971, I only had 

state estimates for Medicaid for 1970 and 1972, so I used national estimates to interpolate a 1971 value for each state. In 1960, the 

estimates for the elderly are medical vendor payments for OAA for the year divided by number of OAA recipients in June 1960. For 

family benefits, I used medical vendor payments for OAA for the year divided by the number of ADC families in June 1960. The 

ADC benefits target I found was for 1958, and I used the 1960 value for the medical benefits for the total payouts.   

I have not included the value of several other programs offered to people in poverty: education, training, childcare, and 

housing subsidies. The most prominent of these omissions are the rental vouchers and subsidies provided by the U.S. Department of 

Housing and Urban Development. These were designed to ensure that low-income people paid no more than 30 percent of their 

income in rent. I do not include them because funding has been limited from the beginning and there were long waiting lists to obtain 

assistance. For example, in 2019, roughly “3 out of 4 eligible low-income renter households do not receive federal rental assistance.”12 

Since the benefits were not delivered to the majority of eligible households, they cannot be treated as part of the target. The poor and 

elderly recipients of rent subsidies received a significant boost to their resources. The ratio of the average nominal annual rental 

subsidies per unit under Department of Housing and Urban Development (HUD) Section 8 to the poverty line for one elderly person 

 
12 Reported by the Center on Budget and Policy Priorities (2017). 
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was 0.59 in 1983, 0.67 in 1990, and 0.61 in 2000, and the ratio to the three-person family poverty line was 0.35 in 1983, 0.41 in 1990, 

and 0.36 in 2000.13  

 

Social Insurance Weekly Maximums 

 Workers’ Compensation and UI are social insurance programs that mandate that the employer provide aid to workers injured 

on the job and unemployed workers, respectively. Unlike the focus on minimum levels of living for public assistance, the focus for the 

social insurance programs is on the maximum benefits. The reason is that the states themselves have set the weekly maximums 

because they wanted to limit their budgets and not pay large amounts to highly paid workers when injured. The weekly maximums 

were also set to help reduce problems with moral hazard, when workers take more risks given better protection against those specific 

risks.  

Beginning in 1911, Worker’s Compensation laws replaced negligence liability for workplace accidents with a form of strict 

liability that provides medical treatments and partial replacement of lost earnings. The last state to adopt was Mississippi in 1948. The 

states have maintained control of WC from its beginnings through to the present. The laws typically included a list of injuries and the 

length of time that the injured worker or the family of a fatally injured worker is expected to be paid benefits. They also specified the 

share of earnings to be replaced. A large share of states replaced up to two-thirds of lost earnings with nontaxable payments, but they 

also established maximum weekly payments that have tended to be binding for a large share of workers (Fishback and Kantor 2000). 

 
13 U.S. Bureau of the Census. Statistical Abstract of the United States (Table 593 in 1985, Table 565 in 1992, and Table 516 in 2002). 
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In the 1970s, after a National Commission on State Workmen’s Compensation Laws described a broad range of problems with WC, 

most states indexed their maximums to average weekly earnings in the state (Allen 2015). Over the course of the century, the laws 

have expanded coverage to include some form of workplace-related illnesses. States or state courts administered the programs and set 

the benefits, but WC could also be described as a mandate that the employer purchase insurance or document his ability to pay the 

proper benefits in a form of self-insurance. I did not include in the weekly maximum benefits the coverage of medical costs related to 

the workplace injury or disease because the coverage is specific to the injury and does not include coverage for other health issues.   

  In the early 1930s, a number of states explored the possibility of providing benefits to unemployed workers. Wisconsin had 

already started to build up its reserve fund when the Social Security Act of 1935 created a set of administrative rules and subsidies for 

states to adopt UI. Employers paid into a reserve fund, which was paid out to unemployed workers. The states chose the income 

replacement rate (often 50 percent), a weekly maximum payment, and the number of weeks of payments. During some recessions, the 

number of weeks increased with subsidies from the national government. Like WC, UI has the flavor of a government mandate 

because the employers pay for the full costs of benefits. The only role played by governments was to administer the funds; the national 

government covered the cost of administration.  

 

INCOME STANDARDS USED FOR COMPARISONS WITH TARGET BENEFITS 

 In the “Rhetoric of Economics,” McCloskey (1983) made the important point that a number by itself is of little use until it is 

compared with others. How did the state targets compare with measures of poverty and earnings opportunities? Various authors and 
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government agencies have offered estimates of poverty lines and living standards, but they often cover only a handful of years.14 For 

comparison with the targets, I chose three income standards that have been consistently measured in essentially the same way 

throughout the century. These include the national poverty line, average earnings plus benefits for manufacturing production workers 

in the state, and state per capita incomes.15   

The official national government poverty line is used by governments as a basis for determining eligibility for benefits and 

seems to have been a target minimum level for household income for many governments. In 1963, Molly Orshansky of the SSA used 

a U.S. Department of Agriculture measure of economy-plan food budgets and multipliers based on ratios of food spending to after-tax 

income to develop a measure of an “inadequate” budget. Officials associated with the War on Poverty used Orshansky’s measures as 

their poverty line. By the late 1960s, it became clear that the multipliers were becoming outdated and federal officials then indexed the 

poverty line to the Consumer Price Index (CPI).16 To extend the poverty line back to earlier years, I used a poverty line based on work 

by Ornati (1966), who calculated his measures in a way similar to Orshanksy’s method.17 The poverty lines used match the household 

 
14 For examples of poverty lines, see Barrington and Fisher. (2006), and for examples of budgets at different income levels from the Bureau of Labor Statistics 
(BLS), see Lamale and Stotz (1960), Ruiz (1972), U.S. Bureau of Labor Statistics (1951), Stecker (1937), and Anonymous (1940). 
15 Since presenting the material at the EHA meetings, I cut comparisons with the minimum wage and added comparisons to per capita incomes. The real value of 
the national minimum wage has fallen below its 1967 value and, thus, is not an aspirational standard of living.      
16 Barrington and Fisher (2006) provide a valuable discussion of the history of poverty lines through 1998. The specific poverty lines I used were series Be97, 
Be101, and Be102.  The poverty line for 2000 is from data tables at U.S. Bureau of the Census (2019). 
17 Ornati provided estimates for four-person families and I calculated poverty lines for the three-person family and the single elderly person by multiplying by the 
ratio of their official poverty lines to the four-person family poverty line in 1960; the ratios were 0.781702 for the three-person family and 0.469226 for the 
single person over 64.   The information from Ornati also came from Barrington and Fisher . (2006, pp. 2-663–2-667). 
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sizes of one elderly person over 65 and three or four persons for the family group. The UI and WC benefits are compared with the 

four-person family poverty line.  

 A second income standard is the weekly earnings plus public and private benefits paid by employers to manufacturing 

production workers in each state. People on public assistance tended to have less education; therefore, working in manufacturing 

positions that required less education often was one of their best paths to greater prosperity. Manufacturing earnings and benefits are 

natural comparisons for WC and UI benefits because many of the workers receiving benefits came from that sector. The BLS reported 

consistent series by state on average weekly manufacturing earnings of production workers, which included overtime pay from 1939 

through 2000. For 1934, I used weekly earnings reported by the Bureau of Labor Statistics (1934) in their Trend of Employment 

reports. For 1926 and 1919, I used estimates of weekly earnings by state that Fishback and Kantor (2000, 2018) interpolated from 

national average weekly earnings using state annual earnings per worker.  

Employers shared the cost of a variety of private benefits for workers, including life insurance, disability insurance, pensions, 

and paid leave. In addition, they paid a share of the costs of public benefits, including Social Security, Medicare, Disability Insurance, 

UI, and WC. These benefits are included as part of the income standard because they were part of the pay package for production 

workers and they were absent in the target benefits paid to public assistance recipients. The availability of benefits to injured and 

unemployed workers also varied across employers. I could not get estimates of state level figures for these benefits. As a result, I used 

national data on employer compensation cost for production and related workers from Sundstrom (2006, p. 2-322) and national data 

on supplements to wages and salaries developed by Lebergott and reported in U.S. Census Bureau (1975, pp. 166, 174) to create ratios 
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to earnings that were then multiplied by weekly earnings in each state.18 The benefit share of the employment package probably varied 

across states. In states where the benefits were a smaller share, the earnings and benefits package is overstated, which understates the 

ratio of the public assistance and social insurance targets to the employment package in manufacturing.  

 The final income standard is state per capita personal incomes from the Bureau of Economic Analysis (2008) and Martin 

(1939) times the household number of recipients: one for the elderly, three or four for the family, and four for UI and WC. Per capita 

income is a common metric for comparisons of well-being and it includes incomes from all sectors of the economy. One caveat, 

personal income includes public assistance and social insurance transfers and the population includes the transfer recipients; therefore, 

per capita income will understate the incomes of nonrecipients.  

TARGET BENEFITS IN 2019 DOLLARS AND RELATIVE TO INCOME STANDARDS 

 Over the course of the century, the real value of national mean benefits in 2019 dollars in Tables 3–5 rose substantially in each 

of the four social welfare categories.19 The national Urban CPI from the BLS is used to adjust for inflation in all states, and the means 

are calculated using state populations as weights. The elderly public assistance targets were the only ones to rise continuously 

throughout. Increases in average medical benefits were a primary contributor. The target for three-person families rose continuously to 

 
18 Details on the calculations are provided in the Online Source Appendix. To the extent that Lebergott’s supplements were provided for salaried workers but not 
wage workers, the ratio of earnings plus supplements to earnings will be overstated for production workers; therefore, the ratio of target benefits to earnings plus 
benefits will be understated.    
19 The values are adjusted to 2019 values using the regular CPI Urban CPI (from FRED).  In the poverty literature, Meyer and Sullivan (2009, 2013) cite a 
number of macroeconomists and suggest that the regular CPI overstates inflation because it does not adequately take into account improvements in the quality of 
goods. As a result, the values in 2019 dollars may be overstated. If we use the Personal Consumption Expenditure Price Index from the Bureau of Economic 
Analysis, the value in 2019 dollars for family benefits in year 2000 in Table 2 is just under 20,000, about $1,300 less than the value of $21,306 in the table using 
the CPI. The price indices were downloaded from the FRED website (Federal Reserve Bank of St. Louis, 2019). 
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1990 but was lower in 2000 after the TANF reforms in 1997. The real weekly maximums for WC and UI both fell during the 1940s 

war decade. After 1950, WC maximums continued to rise each decade, while UI maximums rose between 1950 and 1971, stayed 

roughly the same for two decades, and then rose again in the 1990s. 

The enormous variation across states is shown by the minimums and maximums reported in brackets below the means. In all 

but three of the comparisons in Tables 3 and 5, the maximum is more than two times as large as the minimum, and in more than half 

of the comparisons, the maximum is more than three times the minimum. In comparisons over time, the minimums in 2000 were 

lower than the mean values circa 1960 for the family, elderly, and UI targets and circa 1970 for WC.   

Tables 3–5 also contain ratios of the targets to the income standards. The ratios to the poverty line reflect a comparison 

between the state benefit target and a single national poverty standard that does not take into account differences across states in cost 

of living and earning opportunities. The other two standards vary across states in each year; therefore, the ratios to the manufacturing 

and per capita income standards compare the target benefit in that state to the types of opportunities available within the same state.   

 

Family Benefits Relative to Income Standards 

During the MP era when only state and local governments funded the benefits, MP benefits relative to the poverty line in states 

with maximums in Table 2 rose from 30 percent of the poverty line in 1919 to 64 percent of the poverty line in 1934. The Social 

Security Act of 1935 introduced federal matching grants to the states, and states continued to raise benefits relative to the poverty line. 

Over the next two decades, the state legislatures did not raise benefits to keep pace with the poverty line, manufacturing earnings, and 
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benefits or per capita incomes.20 When the AFDC reform in 1962 expanded coverage to adults caring for dependent children, family 

benefits rose to 105 percent of the poverty line in 1971 and continued to rise to 116 percent of the poverty line in 1990. A big part of 

the rise between 1958 and 1990 came in the form of medical benefits; the ratio of medical benefits to the poverty line rose from 0.04 

in 1958 to 0.32 in 1990 in Table 3. In 1997, the TANF reforms that emphasized a return to work caused benefits to fall in real dollars 

and relative to all three of the income standards. Between 1990 and 2000, nonmedical benefits relative to the poverty line in Table 3 

fell from 84 percent of the poverty line in 1990 to 68 percent in 2000.  

Ziliak (2002, p. 500), who joined Hannon in editing the section of the Historical Statistics of the United States on poverty 

programs prior to 1900 (Ziliak and Hannon 2006), stated that the ratio of poverty benefits to common laborers’ wages had stayed 

relatively constant during the twentieth century at around 0.3. He was referring to average payments to recipients, while the measure 

here is the target standard of living. We are also referring to different wage measures. Yet, it is still worthwhile to see if there is a ratio 

that has held relatively constant over time. 

In the comparisons to manufacturing benefits and earnings and to per capita incomes, the ratio is the benefit target to the 

income standard in the same state. When Ziliak made his statement, he was not considering the full value of the manufacturing 

employment package, but after 1926, his declaration of a rough constant ratio is not too far off for the national averages. The national 

average ratio of the family targets to manufacturing benefits and earnings ranged between 0.34 and 0.39 between 1940 and 1990, 

 
20 The benefit targets before 1941 do not include any in-kind benefits for medical treatment by local government hospitals or for food distributions under the New 
Deal; therefore, they may be understated in comparisons with later years that explicitly include medical, food, and energy subsidies. 
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before falling back to 0.33 after the TANF reform. In the comparison of targets to per capita personal incomes, the ratio bounced 

around between 0.12 and 0.33 before World War II but held steady between 0.21 and 0.25 from 1958 to 1990 before the TANF 

reforms caused it to drop to 0.16 in 2000.  

 

Elderly Benefits 

American governments have treated the elderly poor better than they have treated poor families with children. The states in 

Table 2 that had old-age assistance programs in 1934 had mean national target levels of 90 percent of the poverty line, compared with 

64 percent for families. They fared even better after 1970 with targets that rose from 125 to 242 percent of the poverty line, while 

family benefits ranged between 103 and 116 percent of the poverty line. The national average of the elderly target has risen faster than 

manufacturing earnings and benefits and held steady at about two-thirds of per capita incomes between 1983 and 2000.  

A small part of the difference between the poverty line ratios for the elderly and the family targets after 1960 is due to the 

elderly receiving higher nonmedical payments of 0.92–0.99 of the poverty line in Table 3 compared with 0.68–0.89 for families. Most 

of the difference comes from a much sharper rise in medical payments for the elderly poor than for the poor families. Elderly medical 

benefits as a share of the poverty line in Table 3 rose from 0.13 in 1960 to 1.46 in 2000, much faster than the rise from 0.04 in 1958 to 

0.36 in 2000 for the family medical benefits. Between 1971 and 2000, the elderly Medicaid payments per recipient in Table 3 also 

rose much faster than the rise in payments per recipient in the general Medicare program, which rose from 0.18 to 1.01 of the poverty 

line (Centers for Medicare and Medicaid 2002, pp. 103, 117). 
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WC and UI Weekly Maximums 

In 1919 and 1926, WC benefits in Table 4 were 63 and 73 percent of the four-person poverty line. They rose to 124 percent of 

the poverty line by 1934, as about half of the rise was due to rising benefits and half due to falling incomes in the Depression. 

Between 1940 and 1960, state governments were slow to increase weekly maximums and to keep pace with rising wages and incomes; 

therefore, the benefits fell back to 75 percent of the poverty line (Allen 2015). The reforms of the 1970s led to an increase in benefits 

by 1983, and the indexing of benefits to state average earnings kept them rising to 166 percent of the poverty line in 2000. Relative to 

the manufacturing employment package, the national average ratio rose from 0.39 in 1971 to 0.66 in 2000. Between 1950 and 2000, 

the national ratio to a household with four times per capita personal income bounced around between 0.21 and 0.26.  

As was the case for WC, states were slow to increase UI benefits during the war decade of the 1940s and the national average 

ratio of weekly maximums to the four-person poverty line in Table 4 fell from 0.95 to 0.63. The states caught up and the national 

average benefit ratio rose to 0.91 of the poverty line in 1971 but only ranged between 0.82 and 0.89 afterward. Since 1950, the 

national average UI benefit ratios to manufacturing employment packages have ranged from about 0.34 to 0.4. The UI maximum ratio 

to the income of a family with four times the state per capita income was around 0.22 from 1950 to 1970 but fell to around 0.13 in 

2000. The difference in trends between UI and WC likely relates to differences in the number of states that automatically index their 

maximums to weekly wages. By 2000, 43 states were indexing their WC benefits, while as late as 2015, only 33 states indexed 
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unemployment insurance benefits (Allen 2004, p. 43; U.S. Department of Labor, Employment and Training Administration 2015, pp. 

3-13–3-14).  

 

THE IMPACT OF CROSS-AREA COST-OF-LIVING ADJUSTMENTS 

Most panel studies of income, earnings, and public benefits in the twentieth century, including my own, adjust for national 

inflation but do not directly adjust for cross-sectional differences in the cost of living. One reason for the lack of adjustment is that 

studies by the BLS and the Works Progress Administration that compared the same basket of goods and services across areas covered 

only about half the years between 1935 and 1982 with a changing cast of cities. The situation is better after 1982 because Carrillo, 

Early, and Olsen (2014a, 2014b) developed a nationwide panel dataset of costs of living. All of these studies show substantial cross-

sectional differences in the cost of living across cities throughout the century and states after 1982.21 In estimations of relationships 

between these variables and other factors, the consequences of failing to adjust might not have been severe because scholars used area 

fixed effects to control for the unchanging components of area differences. Lack of adjustment is much more of a problem when 

comparing the integration of labor markets and the adequacy of the level of living of earnings and benefits, particularly when 

comparisons are made with a national standard such as the poverty line. 

The consequences of making cost-of-living adjustments for the ratio of targets to the poverty line are shown in Table 5 and 

Figures 3 and 4. The targets and poverty lines are indexed to living costs in Boston in the same year because Boston appeared in all of 

 
21 See Lamale and Stotz (1960), Ruiz (1972), U.S. Bureau of Labor Statistics (1951), Stecker (1937), and Anonymous (1940).  
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the cost-of-living studies.22 Because the values are deflated by Boston prices, the population-weighted means of the targets to the 

poverty line change; therefore, in Table 5, I compare the ratios of the standard deviation to the mean, the minimum to the mean, and 

the maximum to the mean before and after the cost-of-living adjustment.  

The adjustments lead to substantial changes in cross-sectional comparisons of benefits. The family target ratios to the poverty 

line change dramatically in Figure 3. Remember that the poverty line is the same for all states in Figure 3, so the adjusted benefits are 

comparisons of the purchasing power of the family target benefits. The purchasing power of benefits in Alaska, Hawaii, 

Massachusetts, New Jersey, New York, Washington, DC, and California (all in the lower right) after adjustment are all at least 10 

percent lower than before, while the purchasing power in 14 states at the upper left rose by more than 10 percent. Massachusetts’ 

benefit ranking fell from 11th to 35th, California’s from 27th to 48th, and Washington, DC’s from 14th to 34th. At the other end, North 

Dakota moved up from 17th to 5th and Iowa rose from 26th to 12th. Even after adjustments, however, states in the deep South still 

remained near the bottom of the rankings.  

The benefit target ratios do not change as dramatically in all years or for other benefit targets. The comparisons in Table 5 

show that the cost-of-living adjustments reduced the standard deviation and increased the minimum in nearly every period. In roughly 

half of the comparisons, the maximum was lowered as well. These patterns typically happen when the states choose a broad range of 

benefits.  

 
22 With modern data, Curran, Furdell, and Hill (2008) have shown the impact of cost-of-living differences on the number of people below the poverty line in 
various locations. No cross-sectional cost-of-living adjustments are necessary in the comparisons of the targets with manufacturing earnings and per capita 
incomes because both the numerator and denominator are averages from the same location.     
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There are a handful of situations in Table 5 where the standard deviation increases after cost-of-living adjustments. The UI 

benefit ratios in 1940 in Figure 4 illustrate that this happened when many states chose the same unadjusted benefit levels. In 25 of the 

31 observations, the state chose a weekly maximum of $15 per week; therefore, the adjustments raised the UI/poverty line ratio in 

Birmingham, Alabama from 0.93 to around 1.07, while the ratios for New York City and Washington, DC fell to around 0.83. It is 

likely that the same situation was present when states often chose the same maximums when introducing WC and MPs between 1911 

and 1915. This kind of pattern always happened when a single national benefit was paid, causing the purchasing power of the national 

benefit to be much higher in southern states than in the remaining states. As one example, purchasing power in Arkansas in 2000 was 

42 percent higher than it was in Boston (Carrillo, Early, and Olsen 2014b).   

Adjusting for cost-of-living differences also reduces the correlations between the benefits of the programs across states within 

the same year. For example, one might expect high positive correlations between programs because states with high WC maximums 

would also have higher UI maximums and higher elderly and family benefits. Without adjusting for costs of living, the correlation 

across states in 2000 between family TANF benefits and elderly SSI benefits was 0.56. After adjusting for cost of living, however, the 

correlation fell to 0.39. The drop from cost-of-living adjustment is even stronger for other comparisons in 2000. The correlation 

between TANF and UI benefits falls from 0.34 to –0.02, and between TANF and WC, benefits fall from 0.35 to 0.11. Similar drops 

from cost-of-living adjustments occur as well for 1990 and 1983. 

Having shown that cross-sectional adjustments can have substantial impact on the relative purchasing power of benefits and on 

correlations, I added Table 6 to show the ratios to the national poverty line of family benefits after adjusting for the cost of living 
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across states for 1983–2000 and across cities for 1934–1971. The lists are ranked by the averages for states and cities for their 

respective time period. See the dataset and data descriptions posted online  to accompany the article (see supplementary materials) for 

other benefit targets. In the panel regressions of the ratios with state and year fixed effects and a variety of political and economic 

correlates, the coefficients of the state fixed effects were the only ones that were statistically significant. Therefore, it appears that the 

unchanging features of the state political and economic environments drive the differences across areas. After adjusting for cost of 

living, Hawaii, Alaska, and cities and states in the Northeast, Midwest, and Plains tended to rank at the top of the distribution and most 

states in the bottom were in the South.  

 

EFFECTS ON POVERTY 

 The rise in benefits along with the reduction in tax rates for lower incomes and the introduction of the EITC contributed to a 

sharp reduction in poverty rates between the 1960s and the end of the century. Meyer and Sullivan (2013) show that the official 

income poverty rate prior to taxes and transfers fell from around 19 percent of the population in 1963 to 11 percent by 1973 and then 

bounced upward to 15 percent in the early 1990s before falling to 11 percent in 2000. After adjusting for taxes and the types of 

transfers described here, as well as Social Security pensions, the poverty rate fell from over 31 percent in 1963 to around 7 percent in 

2000. After adjusting for taxes and transfers, the ratio of income after taxes and transfers for the 10th percentile to the 50th percentile 
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fell from around 0.43 in the late 1970s to 0.37 in the early 1980s and held steady at around 0.4 for the rest of the century (Meyer and 

Sullivan 2017).23   

 Maintaining consumption during periods of income decline also was a major target of public assistance programs. Meyer and 

Sullivan (2013) show that the percentage of households with consumption levels of less than 50 percent of the median income rose 

from around 10–11 percent around 1960 to 13 percent in 1985 and then fell to below 11 percent in the late 1990s. By 2010, the share 

had fallen below 10 percent. Meanwhile, the ratio of consumption at the 10th to consumption at the 50th percentile was around 0.53 in 

the early 1970s, fell to around 0.50 in 1984, and then stayed steady at 0.5 through 1999. Between 2000 and 2014, it fluctuated between 

0.5 and 0.53 (Meyer and Sullivan 2017).  

 

BENEFIT COMPARISONS TO PER CAPITA GDP IN OTHER COUNTRIES 

 Historically, the United States has been among the richest countries in the world in comparisons of income per capita after 

adjusting for purchasing power parity. The comparisons are for average incomes and do not reflect how the poor are treated in each 

country. The calculations made here offer an opportunity to at least compare the target benefit levels for the poor, injured, and 

unemployed in the United States to the average incomes in other countries. The Maddison Project at Utrecht University provides 

 
23 Between 2000 and the Great Recession, the official poverty rate rose to 15 percent again, while the post-tax and transfer rate stayed below 8 percent. The 10th–
50th percentile ratio fell back to around 0.37 again by 2014.  
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estimates of per capita income in many countries converted to 2011 U.S. dollars in purchasing power parity. I adjusted the population-

weighted mean target benefits to 2011 U.S. dollars using the CPI.  

Without further adjustment, this measure will bias the rankings against the benefits in the United States because the U.S. 

benefits will not include the value of government-provided education, military defense, and other quasi-public goods provided by 

governments that would be included in the per capita GDPs. To reduce this bias, I adjusted the benefits by multiplying them by the 

ratio (C + G)/C, in which C is personal consumption expenditures and G is government spending after subtracting government 

payments for public welfare, health care, veterans, housing, and social insurance.24 The subtraction is designed to take out any transfer 

payments that might go to the poor, injured, or unemployed. After multiplying the (C + G)/C ratio by the target benefit averages in the 

United States, the new measure is a GDP equivalent of the targets that is conceptually more similar to the GDP per capita estimates for 

the other countries from the Maddison Project.  

 
24 All series described are from Carter et al. (2006, pp. 3-40–3-41, 5-19–5-25). I obtained estimates of the GDP components personal consumption expenditures 
and government expenditures from series Ca75 and Ca79, which are from the National Income Product Accounts (NIPA). These do not include transfer 
payments because they are expenditures on final goods and services. I chose to be conservative and take out any possible expenditures that might have been 
associated with public assistance or social welfare. One example would have been direct government payments for health care under Medicare and Medicaid.  To 
ensure that the government expenditures did not include public assistance and social insurance transfers, I used information on government expenditures from the 
government accounts that do include transfer payments. In these accounts, total government spending was series Ea61. From that total, I then subtracted 
expenditures on public welfare (Ea72), health and hospitals (ea76), employment security administration (Ea79), veterans services (EA80), housing and 
community development (Ea99), interest on general debt (Ea109), liquor stores (Ea118), and insurance trust funds (Ea119) to get a measure of nontransfer 
government expenditures (ntg) that focused on government expenditures on education, police, national defense, and administration. Let the total from Ea61 be g. 
I then multiplied the ratio ntg/g by the NIPA measure of government expenditures in Ca79. This gave me the measure of G used in the formula (C + G)/G in the 
text that was multiplied by U.S. benefit levels. The measure that results probably understates the value of benefits relative to the rest of the countries because it 
likely subtracts too large an amount of government spending from the government total.  
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Table 7 shows the GDP per capita equivalent in 2011 U.S. dollars for the U.S. benefit in a specific year, its ranking relative to 

the number of countries with GDP per capita data, and the countries ranked immediately above and below the United States. The 

international rankings are not weighted by population. Information is available for fewer than 60 countries for the years prior to 1950. 

A large majority of the countries with no real GDP information prior to 1950 were probably ranked below the U.S. benefit levels. In 

later years, the median rank for those missing countries was between 91.5 and 114. Based on later rankings and the identities of the 

missing countries, the U.S. average elderly benefits ranking probably would have fallen no more than 2–5 spots, the WC benefits no 

more than 10 spots, and the family benefits no more than 10–15 spots if all of the countries were included prior to 1950.  

The U.S. mean elderly target benefits always ranked very high, ranging from 7th to 15th through 1990 and then falling to 28th in 

2000. They were roughly comparable to average per capita incomes in Japan and a number of European countries. The family target 

benefits ranked between 27th and 43rd through 1971, when they were comparable with per capita incomes in southeastern Europe, and 

then fell to the 69th–85th range, near some countries on the periphery of Europe and in Asia. Remember that the U.S. benefits would 

have received a substantial boost for those on public assistance who received the rent subsidies through HUD. WC maximum benefits 

per person in a four-person household ranked in the teens and twenties before 1950, similar to Japan, Italy, France, and Austria. They 

then fell back to rankings in the sixties out of around 170 countries, near Mexico, South America, and southern Europe, in 2000. UI 

maximums for a four-person household when annualized typically ranked in the 26th–55th range through 1971 and then fell to around 

the 90th range in later years. Keep in mind that the UI benefits are designed to last only for about six months in most cases.  
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CONCLUSION 

Recasting the rise of the welfare state as the rise of the social insurance state has significant implications for public discourse 

in America. Social Security, Medicare, Disability Insurance, UI, and WC were all described to the public at their origins as programs 

with trust funds that were supposed to be used to fund future benefits. This meant that recipients and their employers perceived that 

they had contributed their appropriate share to the funds and no one could claim that recipients were the undeserving poor. 

Unemployment Insurance and WC have their glitches but tend to operate on basic insurance principles. Even though Roosevelt 

emphasized the insurance principles for Social Security, the pay-go structure of the program has led to significant disagreement about 

policies for dealing with the coming Social Security revenue shortfalls. Social insurance advocates argue that reducing the payroll 

contributions puts future benefits in jeopardy, eliminating the cap on income subject to taxation diminishes the relationship between 

contributions and benefits, and cutting benefits lowers the “return” on the individual’s contributions during their work life. Social 

Security was “saved” multiple times into the 1980s by quintupling the rates for payroll contributions and delaying the starting age of 

benefits. Since that time, immigration has helped the ratio of workers to beneficiaries, but there have been no more tax increases. 

Advocates of redistributive Social Security argue that the pay-go structure already has turned the program into transfers from workers 

to the elderly, which eliminates the restrictions on policy options described above. This raises the question about why Roosevelt and 

so many leaders since (think of Al Gore’s “lockbox”) have continued to emphasize the social insurance aspect in public claims. 

Apparently, a significant swath of the American voters still value the social insurance aspect of Social Security, Medicare, and 

Disability Insurance, possibly because social insurance does not carry the stigma of receiving welfare handouts.   
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The United States ranks fifth in public and private social welfare spending net of taxes relative to GDP among the OECD 

countries. The major difference between the United States and the European countries is in the mix of private and public spending. All 

of these countries are mixed economies that rely on markets and governments, and the majority of Americans have shown a 

preference for more reliance on markets than people in many of the other countries. The differences were more extreme in the 1980s 

than they were by the year 2000, as many of the European countries have loosened their regulations to allow households to buy private 

health insurance to supplement the health services offered by governments and many have backed away from wealth taxes and high 

tax rates on high earners.  

Social welfare expenditures and the number of recipients tell only part of the story for public assistance and social insurance 

policies, because the public assistance programs still focus on budget-deficit principles in which they seek to fill the gap between a 

household’s resources and a target budget. Spending per recipient can only provide inferences about the level of these targets because 

it is so heavily influenced by the difference between the target and recipient incomes.  

Public assistance programs have been more generous to the elderly poor than to families. National average real benefits have 

risen substantially over the course of the century. The benefits rose faster than the poverty line, as well as state manufacturing earnings 

and benefits, and kept pace with per capita incomes in the states. Elderly poor recipients also fared well in comparisons of a GDP 

equivalent of their benefits with average incomes in foreign countries, ranking in the top 30 in all years compared. Since the 

introduction of Medicaid, much of the benefit rise has come from increased medical expenditures, which grew faster for the elderly 

poor than for Medicare recipients and much faster than for poor families. 



 34 

Through 1990, family benefit targets also rose in real terms and rose relative to the poverty line and manufacturing earnings 

and benefits, while maintaining a ratio to state per capita income in a range of 0.21–0.25. The TANF reforms, however, contributed to 

a drop in real benefits, as nonmedical benefits fell. Before 1971, family target benefits were comparable to per capita incomes for 

countries ranked between 27th and 43rd, but their ranking fell to the 69th–85th range out of 170 countries afterward.  

The real national average weekly maximums for both UI and WC fell sharply between 1940 and 1950, as state legislatures 

failed to update the maximums in response to the rise in wages and incomes. Afterward, real WC maximums rose for the rest of the 

century, outpacing the four-person poverty line and state manufacturing earnings and benefits and keeping pace with state per capita 

incomes. Unemployment Insurance average maximums also rose through 1971 but ended up below that 1971 maximum for the rest of 

the century and, thus, did not keep pace with the three income standards. The differences in trends between the two programs likely 

came about because far more states indexed their benefits to state average wages under WC than under UI. The indexing overcame a 

standard problem for social welfare programs that arises when benefit changes have to be legislated from year to year.  

My goal has been to provide an overview of the trends in social insurance and public assistance programs in the twentieth 

century. The paper only shows long-term trends based on information from one year in each decade. The United States has 51 or more 

versions of these programs, and I have only shown a small amount of that variation in the paper. More information is available in the 

dataset posted online to accompany the paper (ww supplementary materials). Understanding the forces that determined the changes in 

the targets and their impact requires filling in more years in the panel dataset for each of the states for each program. One key issue 

that I only began to address was the importance of cross-sectional differences in the cost of living. When states have chosen a wide 
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range of nominal targets, adjustments for cost of living tend to reduce the variance of the distribution of targets, can shift the 

purchasing power substantially for a number of states, and can substantially change correlations between benefits. In situations where 

states tend to choose a narrow range of benefits, cost-of-living adjustments spread the distribution of benefits and low-cost states, 

often southern, lead the rankings. More work needs to be done to collect and improve upon existing cross-sectional measures and 

build new measures of cross-sectional purchasing power.  

In international comparisons of the United States and other countries related to social welfare issues (and also many other 

economic issues), more attention needs to be paid to the diversity of benefit targets across states. This might be true in other countries, 

such as China, that span large areas. The international comparisons between the U.S. national average and countries in Table 7 show 

that the U.S. target benefits are higher than average incomes in quite a few countries. But that is really only the starting point for 

comparison because U.S. benefits likely vary as much or more as incomes and benefits across Europe. Table 6 shows that the target 

benefit in Alaska would rank high relative to average foreign incomes, while the target in Alabama would rank relatively low.  
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TABLE 1 

ESTIMATES OF SOCIAL WELFARE EXPENDITURES AS A PERCENTAGE RELATIVE TO GDP IN THE UNITED STATES 
AND OTHER OECD COUNTRIES, 1900–2003 

Country Gross Public Net Public Net Public and Private 
  1900 1930 2003 2003 2003 
France 0.6 1.1 28.7 25.8 28.0 
Germanya 0.6 5.0 27.3 26.4 27.6 
Sweden 0.9 2.6 31.3 24.6 26.1 
Belgium 0.3 0.6 26.5 22.9 26.0 
United States 0.6 0.6 16.2 17.6 25.2 
United 
Kingdom 1.0 2.6 20.6 19.9 24.6 

Netherlands 0.4 1.2 20.7 18.3 23.1 
Italy 0.0 0.1 24.2 22.0 22.3 
Austria 0.0 1.2 26.1 21.2 22.2 
Portugal 0.0 0.0 23.5 21.2 22.1 
Norway 1.2 2.5 25.1 21.2 21.7 
Denmark 1.4 3.4 27.6 20.4 21.6 
Canada 0.0 0.3 17.3 17.2 21.2 
Australia 0.0 2.1 17.9 18.2 20.6 
Finland 0.8 3.0 22.5 19.9 20.6 
Japan 0.2 0.2 17.7 18.2 20.6 
Iceland — — 18.7 20.0 20.0 
Czech 
Republicb — 0.5 21.1 19.7 19.8 

Spain 0.0 0.1 20.3 17.6 17.7 
Slovak 
Republicb — 0.5 17.3 16.3 17.0 
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New Zealand 1.1 2.4 18.0 15.1 15.5 
Ireland — 3.9 15.9 14.0 14.3 
Korea — — 5.7 7.8 8.0 
Mexico 0.0 0.0 6.8 7.6 7.5 

a Calculated for German Empire in 1900 and 1930. 
b Calculated for Czechoslovakia in 1900 and 1930. 
Sources: The data for 1900 and 1930 come from Lindert (1994, p. 10). For 2003, the data come from OECD (2007, p. 82). 
Notes The OECD measures of government social welfare expenditures include old-age pensions, survivor benefits (not from private 
life insurance), incapacity-related aid, health expenditures, aid to families, unemployment benefits, income maintenance, government 
job training, and housing subsidies. Gross public is the most widely reported figure. Net public adjusts for taxes paid on benefits, 
consumption taxes, and tax breaks. Net public and private adds in net private expenditures (mandatory and voluntary). The OECD did 
not report full information for Switzerland in 2003. Relative to GDP, gross public spending was 1.2 percent in 1930 and 20 percent in 
2003, private spending was 8 percent, and no information was provided for net private and public spending. 
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TABLE 2 
POPULATION-WEIGHTED MEANS OF TARGET VALUES IN 2019 DOLLARS AND RATIOS OF FAMILY AND ELDERLY 

TARGET BENEFITS TO THREE INCOME STANDARDS, MINIMUMS AND MAXIMUMS IN BRACKETS BELOW 

Year Program 
Annual Value in 

2019 Dollars 

Poverty Line 
for Family 

Size1 

Mfg. 
Earnings 

plus 
Benefits 

State per 
Capita Income 
Times No. in 

Family1 

No. 
of 

States 
 Family Targets      

1919 MP for mother and 3 kids —a 0.30 —a 0.12 33  
 [0.16–0.54]  [0.05–0.26] 

 

1926 MP for mother and 2 kids $5,512 0.43 0.23 0.20 33  
[1,561–8,933] [0.12–0.70] [0.07–0.35] [0.06–0.39] 

 

1934 MP for mother and 3 kids —a 0.64 —a 0.33 34  
 [0.3–1.05]  [0.13–0.74] 

 

1940 ADC 99th percentile 
payment for mother and 2 
kids 

$10,927 0.91 0.39 0.33 43  

[4,386–17,545] 
[0.37–1.47] [0.22–0.67] [0.14–0.55] 

 

1958 ADC + med payments for 
mother and 2 kids 

$16,370 0.69 0.37 0.22 48  
[5,264–23,281] [0.22–0.99] [0.14–0.59] [0.1–0.31] 

 

1971 AFDC + Medicaid + food 
for mother and 3 kids 

—a 1.05 —a 0.25 48  
 [0.43–1.43]  [0.11–0.37] 

 

1983 AFDC + Medicaid + food + 
energy for mother and 2 
kids 

$22,260 1.09 0.34 0.23 50  

[15,023–33,626] 
[0.74–1.64] [0.25–0.52] [0.18–0.31] 

 

1990 AFDC + Medicaid + food + 
energy for mother and 2 
kids 

$23,582 1.16 0.37 0.21 50  

[15,582–40,679] 
[0.76–1.99] [0.27–0.51] [0.14–0.3] 

 

2000 TANF + food + energy for 
mother and 2 kids 

$21,306 1.03 0.33 0.16 51  
[15,954–36,592] [0.78–1.78] [0.21–0.6] [0.13–0.27] 

 
 

 
Elderly Targets 

 
    

1934 State OAA, 1934 $6,356 0.90 0.30 0.76 25  
[2,866–7,451] [0.4–1.05] [0.12–0.42] [0.47–1.11] 
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1940 OAA 99th percentile $6,875 0.96 0.26 0.67 51  
[3,290–9,869] [0.46–1.38] [0.15–0.39] [0.29–1.29] 

 

1960 OAA + medical vendor 
payments 

$10,117 0.81 0.21 0.50 51  
[4,631–15,451] [0.37–1.23] [0.09–0.35] [0.29–0.7] 

 

1971 OAA + food stamps + 
Medicaid 

$15,311 1.25 0.25 0.55 48  
[7,600–26,407] [0.62–2.16] [0.13–0.43] [0.36–0.85] 

 

1983 SSI + food stamps + 
Medicaid + LIHEAP 

$21,588 1.75 0.33 0.66 50  
[14165–36449] [1.16–2.95] [0.24–0.53] [0.48–0.95] 

 

1990 SSI + food stamps + 
Medicaid + LIHEAP 

$25,537 2.08 0.40 0.67 49  
[16464–48166] [1.34–3.93] [0.26–0.74] [0.52–1.24] 

 

2000 SSI + food stamps + 
Medicaid + LIHEAP 

$29,501 2.42 0.45 0.67 51  
[12410–49651] [1.01–4.05] [0.22–0.74] [0.32–0.96] 

 
  

 
    

 
1 Per capita income is multiplied by 3 for 3-person families and 4 for 4-person families. 
a To facilitate comparisons over time, value is not reported because the family size is larger. Reported values relative to poverty line because the poverty line was 
adjusted for family size. 
Source: See the Online Data Source Appendix. 
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TABLE 3 
POPULATION-WEIGHTED MEAN RATIOS OF BENEFITS TO APPROPRIATE POVERTY LINE: ALL BENEFITS, MEDICAL 

BENEFITS, AND ALL ELSE, 1960–2000 
  Elderly Family 

Year Full Medical All Else 
Full 

Benefit Medical 
All 
Else 

1960 0.81 0.13 0.68 0.69 0.04 0.66 
1971 1.25 0.33 0.92 1.05 0.17 0.89 
1983 1.75 0.81 0.95 1.09 0.22 0.87 
1990 2.08 1.09 0.99 1.16 0.32 0.84 
2000 2.40 1.46 0.94 1.03 0.36 0.68 

Source: See the Online Data Source Appendix. 
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TABLE 4 
POPULATION-WEIGHTED MEANS OF WEEKLY MAXIMUMS IN 2019 DOLLARS AND RATIOS OF WORKERS’ 

COMPENSATION AND UNEMPLOYMENT INSURANCE WEEKLY MAXIMUMS TO INCOME STANDARDS, 
MINIMUM AND MAXIMUM IN BRACKETS BELOW 

Year 

  Weekly 
Maximum in 

2019 U.S. 
Dollars 

Four-Person 
Poverty Line 

Mfg. 
Earnings + 

Benefits 

Four Times 
State per 

Capita Income 
No. of 
States 

1919 WC maximum $187 0.63 0.46 0.25 32  
[102–266] [0.34–0.89] [0.24–0.7] [0.14–0.53] 

 

1926 WC maximum $220 0.70 0.49 0.32 35  
[133–289] [0.42–0.92] [0.28–0.85] [0.17–0.66] 

 

1934 WC maximum $361 1.24 0.93 0.62 43  
[229–573] [0.79–1.97] [0.62–1.5] [0.3–1.43] 

 

1940 WC maximum $358 1.22 0.71 0.47 48  
[253–457] [0.86–1.56] [0.44–1.34] [0.19–1.06] 

 

1950 WC maximum $296 0.75 0.44 0.25 48  
[170–433] [0.43–1.1] [0.23–0.69] [0.16–0.42] 

 

1960 WC maximum $387 0.77 0.43 0.26 50  
[242–864] [0.48–1.72] [0.27–0.92] [0.18–0.44] 

 

1971 WC maximum $437 0.87 0.39 0.20 50  
[253–802] [0.5–1.6] [0.25–0.67] [0.15–0.29] 

 

1983 WC maximum $656 1.30 0.52 0.26 51  
[288–2559] [0.57–5.09] [0.25–1.65] [0.16–0.68] 

 

1990 WC maximum $697 1.39 0.57 0.24 51  
[343–1370] [0.68–2.72] [0.33–1.07] [0.13–0.51] 

 

2000 WC maximum $828 1.66 0.66 0.24 51  
[451–1480] [0.9–2.97] [0.41–1.15] [0.15–0.49] 

 
  

 
    

1940 UI maximum $281 0.96 0.57 0.38 51 
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[274–329] [0.93–1.12] [0.44–0.95] [0.16–0.92] 

 

1950 UI maximum $249 0.63 0.37 0.21 51  
[159–287] [0.4–0.73] [0.26–0.52] [0.12–0.34] 

 

1960 UI maximum $331 0.66 0.37 0.22 50  
[190–475] [0.38–0.95] [0.23–0.55] [0.14–0.32] 

 

1971 UI maximum $458 0.91 0.40 0.22 51  
[297–815] [0.59–1.62] [0.24–0.71] [0.16–0.35] 

 

1983 UI maximum $429 0.85 0.34 0.17 51  
[231–663] [0.46–1.32] [0.2–0.6] [0.11–0.29] 

 

1990 UI maximum $411 0.82 0.34 0.14 51  
[188–574] [0.37–1.14] [0.14–0.49] [0.07–0.22] 

 

2000 UI maximum $442 0.89 0.36 0.13 51  
[282–655] [0.57–1.31] [0.25–0.57] [0.09–0.19] 

 

Notes: WC is Workers’ Compensation and UI is Unemployment Insurance.  
Source: See the Online Data Source Appendix. 
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TABLE 5 
PERCENTAGE CHANGE IN SUMMARY STATISTICS RELATIVE TO THE MEAN WHEN ADJUSTED FOR CROSS-
SECTIONAL DIFFERENCES IN COSTS OF LIVING: DIFFERENT PROGRAMS RELATIVE TO THE POVERTY LINE 

Year 
Ratio of Program Target to 

Poverty Line Std. Dev. Minimum Maximum 
Number of 

Cities or States  
Family Public Assistance 

    

1934 MP –0.58 6.82 5.71 38 cities 
1940 ADC –7.53 9.69 8.62 29 cities 
1958 ADC + medical –5.17 13.84 –3.23 19 cities 
1971 AFDC + Medicaid + food –25.49 24.71 –4.14 38 cities 

1983 AFDC + Medicaid + food + 
energy –21.02 6.71 –17.03 50 states 

1990 AFDC + Medicaid + food + 
energy –38.8 16.43 –18.4 50 states 

2000 TANF + Medicaid + food + 
energy –3455 14.98 –16.2 51 states 

  
Elderly Public Assistance 

    

1940 OAA –15.03 6.26 –1.44 31 cities 
1960 OAA + medical –4.46 7.14 –2.82 19 cities 
1971 OAA + Medicaid + food –4.4 –2.27 1.62 38 cities 
1983 SSI + Medicaid + food + energy –10.7 13.16 –8.16 50 states 
1990 SSI + Medicaid + food + energy –14.75 16.27 0.82 49 states 
2000 SSI + Medicaid + food + energy –10.39 12.44 –10.04 51 states 
  

Workers’ Compensation 

    

1934 WC maximum –9.09 12.99 –2.41 54 cities 
1940 WC maximum –13.23 2.64 8 31 cities 
1950 WC maximum 0.57 –4.49 0.69 34 cities 
1960 WC maximum –14.02 7.29 0.22 19 cities 
1971 WC maximum –5.61 –7.71 –24.35 40 cities 
1983 WC maximum –3.68 42.61 –26.42 51 states 
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1990 WC maximum –1.17 63.44 9.22 51 states 
2000 WC maximum 0.92 141.97 10.22 51 states 
  

Unemployment Insurance  

    

1940 UI maximum 31.56 –10.31 6.77 31 cities 
1950 UI maximum 3.55 –1.62 3.47 34 cities 
1960 UI maximum –3.51 11.82 –2.97 19 cities 
1971 UI maximum –4.24 –5.65 –0.64 40 cities 
1983 UI maximum 2.53 10.16 –8.2 51 states 
1990 UI maximum –4.7 9.92 –2.69 51 states 
2000 UI maximum –5.44 8.63 –4.29 51 states 

Notes: The summary statistics were calculated using population weights for program years both before and after adjusting for cross-
sectional differences in the cost of living. The population-weighted means differed somewhat before and after the adjustments in each 
program year. To put the summary statistics on the same basis when comparing the adjusted and unadjusted measures, the standard 
deviation, minimum, and maximum are divided by the mean for that year and program. Then the percentage difference between the 
adjusted and unadjusted ratios to the mean is calculated. Cost-of-living comparisons are available only for cities before 1983 and for 
cities and states (plus Washington, DC) thereafter. 
Sources:   For the sources of underlying data, see the Online Data Source Appendix. 
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TABLE 6 
RATIO OF FAMILY BENEFITS TO POVERTY LINE AFTER ADJUSTING FOR CROSS-SECTIONAL DIFFERENCES IN 

COST OF LIVING, CITIES 1934–1971 AND STATES 1983–2000 
State 1983 1990 2000 City 1934 1940 1958 1971 
Alaska 1.18 1.56 1.43 Newark, NJ — — — 1.58 
North Dakota 1.31 1.32 1.18 Hartford, CT — — — 1.57 
Vermont 1.25 1.24 1.18 Anchorage, AL — — — 1.44 
New York 1.25 1.23 1.18 Providence, RI — — — 1.38 
Connecticut 1.26 1.31 1.07 Buffalo, NY — 1.18 — 1.55 
Maine 1.13 1.16 1.35 Milwaukee, WI — — — 1.33 
Wisconsin 1.29 1.22 1.13 Honolulu, HI — — — 1.28 
Iowa 1.18 1.25 1.11 Bakersfield, CA — — — 1.24 
Kansas 1.19 1.25 1.07 New York, NY — 1.03 0.89 1.56 
Montana 1.19 1.10 1.21 Wichita, KS 0.85 — — 1.38 
Wyoming 1.23 1.18 1.07 Bridgeport, CT 1.02 — — — 
Minnesota 1.17 1.23 1.08 Detroit, MI 0.88 0.95 0.82 1.44 
Hawaii 1.16 1.19 1.13 Boston, MA — 1.08 0.95 — 
Rhode Island 1.20 1.18 1.05 Portland, ME — 0.93 — 1.09 
Nebraska 1.17 1.17 1.07 Savannah, GA — — — 0.98 
Michigan 1.24 1.20 0.95 Orlando, FL — — — 0.95 
Maryland 1.09 1.13 1.17 Portland, OR 0.81 0.96 0.82 1.20 
South Dakota 1.11 1.20 1.09 Los Angeles, CA 0.88 1.03 0.92 — 
Washington 1.16 1.17 1.02 Phoenix, AZ — — — 0.93 
Oklahoma 1.18 1.24 0.93 Cincinnati, OH 0.80 1.09 0.59 1.18 
New Hampshire 1.00 1.11 1.21 Cleveland, OH 0.78 1.04 0.58 1.18 
New Jersey 1.05 1.12 1.14 Columbus, OH 0.89 — — — 
Indiana 1.10 1.21 0.99 Minneapolis, MN 0.69 0.48 0.91 1.47 
Oregon 1.13 1.15 1.02 Salt Lake City 0.62 — — 1.16 
Utah 1.13 1.11 1.01 San Francisco, CA 0.83 0.93 — — 
Pennsylvania 1.08 1.13 1.04 Indianapolis, IN 1.08 0.52 — 1.03 
Massachusetts 1.12 1.14 0.97 Washington, DC — 0.52 0.66 1.35 
Ohio 1.04 1.11 1.02 Denver, CO — 0.45 — 1.22 
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California 1.10 1.15 0.89 Philadelphia, PA 0.59 0.58 0.66 1.44 
Nevada 1.06 1.08 1.00 Scranton, PA 0.58 0.57 0.68 1.43 
New Mexico 1.01 1.05 1.07 Oklahoma City, OK 0.31 — — 1.23 
Virginia 1.03 1.08 0.96 Seattle, WA 0.39 0.42 0.87 1.39 
Georgia 0.92 1.24 0.90 Baltimore, MD — 0.44 0.61 1.20 
Illinois 1.01 1.02 1.01 Winston-Salem, NC 0.47 — — 1.03 
Idaho 1.02 1.05 0.96 New Orleans, LA 0.54 0.76 — 0.93 
Colorado 0.98 1.04 1.01 Sioux Falls, SD 0.63 — — — 
North Carolina 0.95 1.11 0.97 Kansas City, MO 0.49 0.39 0.60 0.97 
Missouri 1.02 1.04 0.96 Little Rock, AR 0.34 — — 0.88 
Delaware 0.97 1.01 1.00 Chicago, IL 0.49 — 0.70 — 
Louisiana 0.96 1.06 0.92 Pittsburgh, PA 0.58 0.56 0.63 — 
District of 
Columbia 

1.05 0.90 0.97 Albuquerque, NM 0.59 — — — 

Kentucky 0.91 0.99 1.02 St. Louis, MO 0.46 0.35 0.57 0.96 
West Virginia 0.92 0.96 1.01 Peoria, IL 0.53 — — — 
Tennessee 0.93 0.99 0.95 Cedar Rapids, IO 0.52 — — — 
Arkansas 0.92 0.97 0.90 Atlanta, GA — 0.44 0.53  
Texas 0.83 0.93 0.98 Manchester, NH 0.47 — — — 
Florida 0.85 1.03 0.86 Houston, TX 0.43 — 0.49 — 
South Carolina 0.75 1.07 0.89 Omaha, NE 0.46 — — — 
Arizona   0.90 Birmingham, AL — 0.45 — — 
Mississippi 0.80 0.85 0.94 Memphis, TN 0.55 0.30 — — 
Alabama 0.85 0.88 0.85 Spokane, WA 0.39 — — — 
Minimum 0.75 0.85 0.85 Minimum 0.31 0.30 0.49 0.88 
Maximum  1.31 1.56 1.43 Maximum 1.08 1.18 0.95 1.58 

 
 
Sources: State listings are sorted by the average of the ratios for 1983–2000. City listings are sorted by the average of the ratios for 1934–1971. Data for cost-of-
living adjustments are from Carrillo, Early, and Olsen (2014a, 2014b), Lamale and Stotz (1960), Ruiz (1972), U.S. Bureau of Labor Statistics (1951), Stecker 
(1937), and Anonymous (1940).  
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TABLE 7 
INTERNATIONAL RANKING OF GDP PER CAPITA EQUIVALENTS OF BENEFIT LEVELS IN 2011 U.S. DOLLARS 

 

Year Benefits 

GDP per 
Capita 

Equivalent 
in 2011 

U.S. 
Dollars Rank Country Above Country Below 

1919 Family 1,111 38 of 43 USSR Peru 
1926 Family 1,777 39 of 57 Honduras Philippines 
1934 Family 2,430 31 of 59 Cuba Portugal 
1940 Family 3,712 27 of 56 Finland Italy 
1958 Family 4,578 43 of 147 Cyprus Bulgaria 
1971 Family 9,987 39 of 154 Cyprus Greece 
1983 Family 7,270 71 of 171 Malaysia Costa Rica 
1990 Family 8,113 69 of 172 Algeria Costa Rica 
2000 Family 7,065 85 of 173 Montenegro Thailand 
1934 Elderly 6,423 7 of 59 Argentina Canada 
1940 Elderly 7,008 8 of 56 Argentina Switzerland 
1960 Elderly 10,887 12 of 150 Iceland Netherlands 
1971 Elderly 16,675 14 of 154 Germany Belgium 
1983 Elderly 21,150 15 of 171 Sweden Germany 
1990 Elderly 26,356 11 of 172 Sweden Japan 
2000 Elderly 29,345 28 of 173 Israel Bahrain 
1940 UI 3,715 26 of 56 Finland Italy 
1950 UI 3,353 41 of 142 Cyprus Namibia 
1960 UI 4,740 47 of 150 Chile Cyprus 
1971 UI 6,485 55 of 154 Iran Mexico 
1983 UI 5,480 89 of 171 Dominican Republic Nigeria 
1990 UI 5,510 91 of 172 Brazil Tunisia 
2000 UI 5,710 90 of 173 Bosnia and Herzegovina Kazakhstan 
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1919 WC 2,352 21 of 43 Japan Italy 
1926 WC 2,769 24 of 57 South Africa Italy 
1934 WC 4,741 17 of 59 Netherlands Czechoslovakia 
1940 WC 4,748 16 of 56 France Austria 
1950 WC 3,984 36 of 142 Hong Kong Gaon 
1960 WC 5,544 39 of 150 Venezuela Spain 
1971 WC 6,188 57 of 154 Mexico Jamaica 
1983 WC 8,380 66 of 171 Macedonia Serbia 
1990 WC 9,358 64 of 172 Trinidad and Tobago Azerbaijan 
2000 WC 10,701 61 of 173 Chile Latvia 

 
 
Notes: The per capita benefits were determined by dividing the family benefits by the number of people in the family (either three or four depending on the year). 
Per capita benefits for WC benefits and unemployment insurance divided the benefit by four. The elderly benefit was for a one-person household. The benefits 
were converted to a GDP equivalent by multiplying the benefits by the ratio of (benefits + nontransfer government spending) to benefits. The government 
spending measure included education, police, national defense, administration, and courts and did not include government funds for public welfare, health and 
hospitals, employment security, veterans services, housing and community development, interest on general debt, liquor stores, and insurance trust funds.  
Sources:  The data on GDP in 2011 U.S. dollars comes from the Maddison Project Database version 2018.  
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SOCIAL INSURANCE, PUBLIC ASSISTANCE, WORK RELIEF, PRIVATE HEALTH, PRIVATE INCOME MAINTENANCE, AND PRIVATE WELFARE 
RELATIVE TO GNP, 1929–1994E 

Sources: GDP information is series Ca1 in Sutch (2006, pp. 3-21–3-22). Social welfare spending is from Fishback and Thomasson (2006, pp. 2-734, 2-735, 2-
804, and 2-820). Social insurance is series Bf189 (p. 2-734) and includes Social Security, Disability Insurance, Medicare, Railroad Retirement, public employee 
retirement, UI, state temporary disability, and WC. Work Relief is the sum of payments for earnings by the Federal Emergency Relief Administration (Bf671), 
Civilian Conservation Corps (Bf673), National Youth Administration (Bf674 and Bf675), Works Projects Administration (Bf676), Civil Works Administration 
(CWA), and other federal emergency programs (including the Federal Emergency Relief Administration) (Bf678). Public assistance is series Bf190 minus Work 
Relief. It includes Medicaid and other poverty medical programs, MPs, OAA, AB, aid to the disabled, ADC, AFDC, TANF, SSI, food stamps, Women, Infants, 
and Children, and school meals. Private Health and medical care is series Bf774. Private income maintenance is series Bf775 and includes private pension and 
insurance. Private welfare is series Bf777 and includes individual and family services, civic organizations, child day care, job training, and vocational 
rehabilitation.   
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FIGURE 2 
STATE, LOCAL, AND PRIVATE WELFARE SPENDING AS A PERCENTAGE  

RELATIVE TO PERSONAL INCOME IN MASSACHUSETTS, 1919–1940 
 

Source: Compiled by Livingston (2011) from the annual reports of the Massachusetts Department of Public Welfare between 1919 and 1940.  
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FIGURE 3 
COMPARISONS OF THE RATIO OF FAMILY BENEFITS TO THE POVERTY LINE IN 2000 WITH AND WITHOUT 

ADJUSTING FOR CROSS-STATE DIFFERENCES IN THE COST OF LIVING  
 
Notes: The vertical dimension shows the ratio to the poverty line after all family benefits and the poverty line are adjusted so that Boston’s cost of living is equal 
to one and the adjusted values are adjusted again to match the population-weighted mean of the unadjusted measure. Alaska’s value is missing from the graph; its 
unadjusted value was 1.78 and adjusted value was 1.38.  
Sources:  For sources see online data appendix and the text. 
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FIGURE 4 

COMPARISONS OF THE RATIO OF UNEMPLOYMENT INSURANCE MAXIMUM TO THE POVERTY LINE FOR A FOUR-
PERSON FAMILY IN 1940 WITH AND WITHOUT ADJUSTING FOR CROSS-CITY DIFFERENCES IN THE COST OF 

LIVING  
 
Note: The vertical dimension shows the ratio to the poverty line after all family benefits and the poverty line are adjusted so that Boston’s cost of living is equal 
to one.  
Sources:  See text and Online Data Appendix. 
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