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Long-Term Growth of War-Connected

and Civil Expenditures Compared

Expenditures by the federal government for milicary purposes, in-
tevest, and veterans have heen closcly related over our history.
Nearly all interest payments, with the exception of those on the
Panama Canal honds and on loans obtained during the depression
of the 1930’5, have heen on wartime borrowing. Pensions, readjnst-
ment allowances, or other henefirs to veterans have followed from
the veterans' participation in some carlier war. For this reason
these expenditures were greuped as “war-comected” in Chart 11
lor comparison with outlays for civilian purposcs. Foreign expend-
itures might have heen mcluded with the Wvar-connected group,
but since practically all of them were for assistance to other coun-
tries, a function that s both new and large, a separate presentation
was thought best, botly 1o give emphasis and to permit more accu-
1ate comparisons with earlier data.

With the exception of a few years before 1860 and of most of
the depression period of the thirties, war-connected expenditures
have alwavs exceeded civil. Surely this is the first striking fact that
cmerges from Chare 11, The second is that both civil and war-con-
nected expenditures have mereased greatly over the period shown,
though with significant differences m rates of growth. Thus, for
the interval 1704 1o 1810 considered as 4 whole, civil expenditures
STew more rapidly than warcomected. and then, alter a shore
decade of decline, they advanced once more to Surpass war-con.
nected outlays. Afyer the close of the Civil Way, war-connected
expenditures declined unyi 1885, while cavil, on the other hand,
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micreased. From 1885 il 1916 the rates of increase of the two
stoups were about the same; hut from 1921 wntil 1940 civil cxpm?(l.
ures evew rapidly. and war-connected expendimres, :1ft(i1' '(l('f'l‘m.
ing for hall the period, rose, though more slowly lh'.“_] avil. The
Second World Wiy caused a great upheaval of the mihtary group,
but over the century and whalf as a whole, civil expenditures in.
creased more rapidly than military.

Forcion expenditures. large in the First World War on acconnt
ol loans to aur alljes, dwindled afterward to a small and compara-
tively stable zumi: hug with the initation of lend-lease they
mounted rapidly during the Second World War and continned 1o
vise alter the close becanse of varions forms of aid. the chief of
which was given throngh the Fconomic Cooperation Administra.
tion. Although. as has been said. the amount of this assistance or 3
substantial portion might have heen incInded with war-connected
expenditires. hecause it was designed to oppose the expansion of
Russian-sponsored ronnfmnism, mch of the content was economic.
The probiem of containment was regarded not only as a problem
()f(’rccting an armed barrier to mvasion, but also as onc of rebnild-
mg the economic strength of the threatened lands (o the end that
mternal comnnnist parties and othier dissident clements would be
weakened and dissipated. Here was the appearance of a different
and broader concept of military reinforcement and also—it may he
added—of civil ar pcacetime aid. For trnly hoth ends were served.
It appeared best. thereflore, to incinde in Chart 11 a emrve of for-
cign expenditnres.

The war-connected expendinires shown in Ghay 11 incInde the
amonnts spent for veterans and mterest as well as for military pur-
poses. When military costs are expressed as a percentage of the
sum of military and ¢ivil expenditres (Chary 12), 1t is seen that
the peaks made by the great wars are high, as wonld he expected:
all are in excess of 90 percent. The minor wars with Mexico and
Spam also made a siemificant difierence m the Proportion expended
for milicary prrposes,

The most strikig feature of Char 12. bowever, is the funda-
mental division marked by the Civil Wy Before that war mititary
expenditires in tine of peace were much larger in relation to civil
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than afterwar, With the vestoration of peace they declined rapidly
at fivse, and then from about 1870 slowly until the Spanish-Ameri-
can War. Following the close of that struggle some recovery ap-
peared, but the level reached was lower than that existing from the
close of the War of 1812 to the Mexican War. After the TFirst
World War the share of military expenditnres agam declined, and
with particular rapidity during the late 1920’s and carly 1930's.
From 1634 10 1940 military expenditures were lower m relation to
civil than in any other period of peace in our history. The chart as
a whole shows thay except nn time of war federal expenditures have
increasingly been made for civil goods and services rather than for
military.

Factors Underlving the Growth of Military Expenditures

Nevertheless. militavy expenditnres, whetlier gronped with the re-
lated payments of benefits to veterans and ol interest (Chart | D) or
compared with civil plus military expenditnres (Chart 12), have
been of great siguificance in the financiai history of the national
government.  Thev have. noreover, increased immensely, even
after adjustment for changes in the price level and for the growth
of population. In 1794 per capita military expenditures expresse
in 1926 prices were 89 cents; in 1952 they were $143.03.1 During
peacetime years such expenditires ranged as follows: for the period
I1801-1811, from 38 to 92 cengs: 1818-1830, from 72 cents to S1.29:.
1831-1846. from 94 cents to 51.63; 18501860, from $1.03 to0 $1.74-
1870-1895, from S1.19 to $1.90: 1900-1916, from $3.40 to £4.23:
1923-1938. from $4.87 to 59.63; and finally, 1948-1950, from S50
to 553.39.2 In the peak vear of the War of [812, military expendi-
tures i stable dollars Per person were $2.96; in the Civil War.
$28.38: in the First World War, $96.02; and, finally, in the Second
World War, $585.39

The growth in wilitary expenditnres is all the more notable
becanse it is expressed in stabie dollays per member of the popila-
tion: the dollars remained the same ip purc}msing power, and fulj

'See Appendix Table B.q. Panel C.
2 The cold war was nndouhmlly in Progress from 1942 lhl‘ﬂllqh 1950, buy there
noe actual. or “hot.” fighting,
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allowance was made for the increase in the number of people in
the comnury. Yet military expenditnres were cuormonsly larger
i the latter years ol the period than in the cartier. What explains
this great increcase?

The number of servicemen may have incrcased more than the
nmber of men of an age eligible for military service. In order to
test this possibility, Chart 13 was prepared. For comparison be-
tween segments, two values are plotted for 1861 and again for 1865.
Before the Civil War, with only white men included, the percent-
age of the total number of eligible males who were serving in the
anmed forces tended to decline slowly. After the Civil War, with
all men of the same age bracket included, the decline was renewed.
Foilowing the Spanish-American War a change appeared. The
proportion in the military service increased greatly as compared
with prewar and remained comparatively stable until 1916. A fur-
ther though smaller increase, and again stability, emerged from
1922 to 1940. But the percentage, even in that period, remained
low, ranging from 1.23 to 2.19.

The greatest increase of all canie in the three postwar years 1948
to 1950. During that short interval the number in military service
was equivalent to 6.46 to 7.20 per cent of the total of eligible men.
Thus only in that brief period does the increasc in the relative size
of the armed forces in time of peace explain more than an exceed-
ingly small fraction of the growth in military expenditures. And
even in those years the fraction so accounted for is not large.

There has, however, been a tendency from major war to major
war for an increased proportion of the cligible male population to
serve in the armed forces. A nuch higher percentage was in the
Civil War than in the War of 1812, and in the Second World War?
than in the Civil War. The apparent exception of the First World
War may be attributed to the shorter duration of American par-
ticipation in that struggle. Part, therefore, of the increased cost
of major wars over our history is accounted for by this factor.

Perhaps the most important expression of the growth of military

3 The relatively few women serving in this war were included in the aggregate of the
military forces, which was then related to the number of cligible males.
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expenditares durving the Tife of the nation is the tising cost e
servicenin. Chanes BEand 15 show the anvked apwingd nend of
this expoise, wille o poctienboly crear increase sinee the Flsi
World Were Afeanve of Chint I is the diffevence in the behavion
ol the cost perservicanan droing wans, Taothe War of 1812 and the
Civil Wanre ihis cost dechined, b daine the Fivst and the Sceond
World Wans 11 inereased “n"llly bn Cleat 1H, the Avmy and the
¢ shown sepavately, Intwo najor
wars, the War ol 1812 and the (.1\':! War, the cost ol the Avmy per
member declined e theat of the Navy increased.

Asalready stared, the great merease shown by both ehats i the
cost per serviceman over the centuvy and a hall comot be explained
Dy 1ising prices,

Navy expenses per servicenin :

Doubtless pat of the upwand movement as e
counted Tor by actrend toward higher pav and hetter cfothing, food,
and wmedieal coes B by no omeans all the inerease can he so
explrined, and certmnly nor the spnead, bezinning in 1888 {Chant
15). between the cost per soldier and that per smlor, Rather, the
chict reason lies in the mouniing and nlimately innense tech
nological advance me the wepons e eguipment ol the amned
forces. This technologicd advance was very slosw at st but ganed
momentim after the Civid W and hecame exceedingly iapid atier
the ten of the century. Phns we Tind ahost no progress made in
the means of warfare hetween 1800 and 1860 save Tor some un
provements i the muskers of the foor soldicrs and the adoption of
steampower by the Navy. Between 1S6O amd 19080, however, both
the Aty and the Navy adopted the vitled steel canmon, and the
Navy hegan to buald qmor plated ships, and submarvines. To the
velatively sliort period frone 1900 to 1919 the atvplanc, the nachine
gan. the motorization of hicavy artllery, and she tink were added
to the arsenal of the ared Torees, "Fhe Taest period, T9T9 14952,
lins brought so many advances that war las trnly hecome aonatie
of operating machines, Weneed only mention the jer propuilsion
of averaft, the guided missile, vadar, and the exploitation ol
nuclear fission and Tusion,

The effect on costs of this aceelerating development of mihary
technology Tas been stviking. Forex sample, the expense of cqnip
ping an iultey division rose over the short peviod Trom the Sec-
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ond World War to 1950 from S19 million to S80 million, and (he
outlay for an armored division from S0 million to S200 miltion s
It 1s (jl(‘ill' that an important, ind probably the major, explanation
of the rising cost per servicenzm over our hisim'_\f. has .I)('cn the
continuing increase in the qualiry, kuds. and (]ll:llllf[_\' ol \‘.'CCIP( nfs
and cquipment, and of ;iannumition and supplics. ‘1 h(..‘ rnle.ol this
mercase, slow at first, has monnted {rom period to period with the
rising 1empo of rescarch and invention. And as the mproved and
more expensive military goods have heen adopted, the old have
been discarded. Thus not only has the cost of the original cquip-
ment been imercasing but the nseful life of the units acquired has
been becoming shorter. Military expenditnres have increased on
both counts,

Wil the increase in the ratio of weapons and equipment to per-
sooel, will fewer men be needed in the armed forces, and there-
fore will cconomies he possible on that score? As a result of (he
so-called “new leok™ that has been made at the militny establish-
ment, some reductions in the nmmber scrving are plamned. The
first and basic part of the question, however, is whether a sienifi-
cant decrease can be made. The historical answer, given i Chart
13, is clear. The period since 1900 has been characterized by
mounting technological advances in the matéricl of military prepa-
ration. Yet the nmmber of service personnel m relation to the male
popnlation of military age has increased.

Even assiming that this experience will not hold, another factor
is to be weiehed in detesmining the ontcome. As advances are
made in military technology. more is reqnired of (he operators of
the new weapons and cquipment.  Training CXPeNses increase.
The mounting costs of technological mprovements cannot he con-
fined to materials but extend to (he personnel of the military
forces.

Factors Underlxing the Grozeth of Cioil Expenditures
Wars have had a great inflnence on the seanlar inerease of federal
expenditures, and nilitary costs have therefore received much

PThe significance of the tecknelogical advanees in weapons and cruiy
armed forees over the past centary and a half is discussed in detail in
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cmpliisis i this stady. Ac the same time civil expenditmres have
mcrensed move vapidly over the entive conrse of cur history thain
military (Chares T and 12), and accordingly the causes ol 1hein
growth shonld receive some attention.

Perhaps the dommmant chavacteristic of onr social and cconomic
order is change. Conditions of life ad work have been in a con-
tinual process of alteration since the founding ol the nation. I'he
sum of these changes 1s innense. "The territory has inereasced from
asmall gronp of states located mostly along the Atlantic seaboard
to a substantial part of the entive continent and to Alaska and the
Hawatian Islands.® T'he popnlation has grown immensely, and pro-
chiction per capitais now far larger than in the beginning, In addi-
tion, there have been changes from a predommantly mral (o a
predommantly nrban civilization, from living in relative isolation
to the contacts that arise from highty developed commmications,
from small handicraft shops to buge plants and mechanicad opera-
tions, from personal to impersonal relations in indnstry, fromn a
Egely self-snflicient 1o a commercial agricalinre, and from an over-
flowmg abnndance of natmral resonrees to hmited supplies or
SCarcity,

These principal changes of an obvious character, only a few of
which are mentioned, have been accompanted, preceded, or sne-
ceeded by others that arc mtangible but cqnally important. Knowl-
cdge and education have grown, not only in science but m the
social stndies, m philosophy, and mdeed m all fields of human
interest. As a consequence, we have become more aware of onr
collective tronbles, and morce senstiive to social evils. We vecog-
mze diflicnlties where none wonld have been seen before, injustices
ihat wonld not have been gquestioned a centnry ago.

The combination of these alterations in the socal and cconomie
order and in ony mental ontlook has over the vears created many
problems that have been regarded as the occasion for federal
cxpenditures. Thus the problems of labor avising from work in
Liree factories have led to the establishment of a Depariment ol
Fabor in the Cabinet: and the growth of trade-mmions and indus.

5 In addition, of course. to onr smidler possesiions, Facrtes Rico, American Siamoa
Guam, the Panmna Canal Zone, and 1he Virgin Isheds,
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trial disputes, to a mediation agency. The increase in medical
knowledge has brought a problem of public health to the fore and,
therefore, a response in the form of the federal pubhc liealth seyy.
iwe. The rapid and often careless c.\’ploimtign of natural l'(:‘SUlll‘(‘(’s
has emphasized the need for thelr preservation or restoration. \s
aresult, large sums are spent to conirol flood waters,. to f:hcck §oll
crosion, and to bring dry lands under cultivation. The mvention
of the automobhile brought a demand for hard-surfaced highways
much more costly than the dirt roads over which horse-drawn
vehicles traveled. Part of this response was a grant-in-aid from the
federal government. The commercialization of agriculture has
subjected the farmer to the hazards of the market and thereby has
led to demands for nourecourse loans or other subsidies. Farlier,
the need for improved methods of production resnlted in expendi.
tures for agricultural rescarch and education, The increasing num-
ber of penuiless aged persons and the risks of unemployment to
which active workers are subjected explain the various social
security programs and taxes,

But this is not to say that all increases in the numbey ol federal
functions and all expenditures on them have been in the national
interest. Irrespective of the importance of the public problerns that
these additions to government functions were designed to solve,
private interests were also to be served. So Pressure groups were
formed to bring about and to shape the enacting legislation. As 3
result, somne expenditiyes have furthered individual or group
rather than social encls,

The growth of federal civil functions has resulted in a greatly
increased ratio of expenditures for sucl purposes to the aggregate
of state and jocal expenditures. The comparison between the ratio
In recent years and that in the period before 1930 is particularly
striking. In 1948, for exaimnple, the civi] expenditures of the federa]
gevernment were equivalent o 52 per cent of state and local ex-
penditures, while in 1999 they were equivalent to orly 10 per cente ¢

“The aggregate of sge and local expenditures used fop this computation s oh
tained from R, 4. Musgrave and J- M. Culbcrlsnn, “"The Growth of Pubiic Fynend;
tures in the United States, i890-1943, " National Tay Journal, June 1953, pp. ll:_’. 113
Civil expenditures are from Appendiy Table B.1, Pane] Al
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The increase in the civil functions and expenditures of the
national government has been reflecied in the larger number of
ctvilian employees and of administrative agencics. In 1900 the led-
eral government had 186,000 civilian cmployees; 7 in 1920 the
nnmber had increased to 613,000; and in 1949, to 1,966,000. Ten
new governmental agencies were established from 1900 to 1910;
seventeen from 1911 to 1920; ten from 1921 to 1930; and siXty
from 1931 to 1939. All these agencies were in existence in 1939.
Thus in this period of thirty-nine years, ninety-seven new agencies
were founded, two-thirds of them in the last nine years.®

i Svlomon Fabricant. The Trend of Government Activity in the United Stales sinee
1900, National Burcau of Economic Research, 1952, pPp- 196, 197, Chaprter 7 of thin
study gives an account of the factors underlving the rising trend of governnental
activity.

Sec also M. Slade Kendhick, Public Finance, Houghton Mifllin, 1951, Thap. 4, ~ I'he
Causes of the Increase in Public Expenditures,”
S Fabricant, op. cit,, pp. 69, 70 (table).
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