
How Big Is 
the Federal Government? 

The number of Federal employees per 1,000 of population declined from 1959 to 
1978. Standard measures of government employment and spending, however, do 
not account for a substantial shift toward "invisible workers," consultants, white 
collar workers, and higher grade levels. Future financial liabilities and regulatory 
costs also should be added to the "hidden burden" of the federal sector. 

In recent years, public opinion surveys have 
revealed a strong and growing dissatisfaction 
with government in general and with the federal 
government in particular. Respondents often 
express a feeling that the public sector is too 
large, wasteful, inefficient and unresponsive to 
the needs of citizens.1 This widespread attitude 
contributed to the election victory of President 
Reagan, who campaigned on a platform of 
cutting federal taxes and spendingand reducing 
the size and scope of federal activity. Although 
there may be a generally accepted attitude that 
the federal government has become "too big" in 
recent years, there is much less understanding 
of the federal establishment's actual size and 
growth.2 

Measuring the Size and Growth * 
of the Federal Sector 

Measuring the federal public sector's size and 
growth rate is a very complex problem, for the 
primary issue is how to assess the burden which 
the federal government places on the private 

1 T he expans ion of the federal publ ic sector has been the subject of intensive study by 
scholars for decades, a n d the conclus ions that government has grown too rapidly a n d 
b e c o m e too intrusive are hardly new. For example. H e n r y West c o n c l u d e d in his book 
Federal Power: Its Growth and Necessity, pub l i shed in 1918, that " w e have, without 
protest a n d even with satisfaction, a c c o r d e d the government a control over corporate 
and individual existence w h i i h infinitely transcends the wildest dreams of those w h o 
advocate central ized authority." Based o n statistical ev idence of the expans ion in federal 
expenditures b e t w e e n 1894 and 1918, West warned of the "dangers of drifting into 
social ism because " the growth of federal power will b e unchecked." For a summary of 
typical surveys, see S e y m o u r Martin Lipset a n d Wil l iam Schneider, "Lower Taxes a n d 
More Welfare: A Reply to Arthur Seldon," journal of Contemporary Studies (Spring 
1981), pp. 89-94 
2 Henry Litchfield West, Federal Power: Its Growth and Necessity ( N e w York: George H. 
Doran C o m p a n y , 1918), pp. vii-ix a n d pp. 101-102. 

sector. Federal employment and expenditures 
give some indication of this burden—as the 
number of federal employees and the level of 
federal spending increase, resources are clearly 
diverted from the private to the public s e c t o r -
but the total impact of the federal government is 
far greater. 

Data on the number of employees do not 
reflect the qualitative changes that occur over 
time in the federal work force. For example, the 
economic effects of hiring an additional 50 
workers to maintain a federal building are vastly 
different from hiring 50 additional professionals 
to develop regulations. Data on expenditures 
capture only the federal government's current 
outlays, yet many spending commitments are 
made which involve taxes and outlays that 
extend far into the future. Moreover, many of 
the costs which the federal government imposes 
on the private sector do not appear explicitly in 
the federal accounting system. 

With but one exception, all studies of federal 
government growth have examined only the 
direct or quantitative aspects of public sector 
expansion.3 Indirect or qualitative changes in the 
size of government are much more difficult to 
measure and are generally not reported in widely 
used publications; nevertheless, they are a signif-
icant component of recent increases in the 
federal government. 

5 For a survey of studies of federal government growth, see James T. Bennett a n d Manuel 
H. Johnson, T h e Pol it ical E c o n o m y of Federal G o v e r n m e n t G r o w t h : 1 9 5 9 - 1 9 7 9 
(Co l lege Station, Texas: Texas A & M University, 1980), pp. 7-26. 
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Table 1. Federal Ful l-Time Civi l ian Employment, Total Labor Force, and Population 
by Year, 1959-1978 with Average Annual C o m p o u n d Rates of Growth, R 

Year Employees 
(E) 

Labor Force b 

(LF)'OOOs 
Population 
(POP)'OOOs 

E 
1 , 0 0 0 L F 

E 
1 ,OOOPOP 

1959 2,230,097 70,921 177,830 31.57 12.59 
1960 2,237,338 72,142 180,671 31.01 12.38 
1961 2,291,001 73,031 183,691 31.37 12.47 
1962 2,371,589 73,442 186,538 32.29 12.71 
1963 2,387,021 74,571 189,242 32.01 12.61 
1964 2,370,437 75,830 191,889 31.26 12.35 
1965 2,398,033 77,178 194,303 31.07 12.34 
1966 2,574,257 78,893 196,560 32.63 13.10 
1967 2,784,087 80,793 198,712 34.46 14.01 
1968 2,867,365 82,272 200,706 34.85 14.29 
1969 2,879,483 84,240 202,677 34.18 14.21 
1970 2,806,469 85,903 204,878 32.67 13.70 
1971 2,766,099 86,929 207,053 31.82 13.36 
1972 2,682,000 88,991 208,846 30.14 12.84 
1973 2,537,976 91,040 210,410 27.88 12.06 
1974 2,547,129 93,240 211,901 27.32 12.02 
1975 2,581,870 94,793 213,559 27.24 12.09 
1976 2,556,753 96,917 215,142 26.38 11.88 
1977 2,502,020 99,534 216,820 25.14 11.54 
1978 2„483,273 102,537 218,500 24.22 11.36 

R,% 0.69 1.96 1.06 -1.25 -0.37 

Source: aU.S. Civil Service Commission, Federal Civilian Manpower Statistics: Pay Structure of the Federal Civil Service, various years. 
bU.S. Department of Commerce, Survey of Current Business, various years. 

Conventional (Quantitative) 
Measures 

Employment. Considerthe data on federal full-
time civilian employment shown for the period 
1959-1978 in Table I. Both the size of the labor 
force and population grew far more rapidly than 
did federal employment. In 1959, there were 
31.57 federal employees for each 1,000 in the 
labor force; the comparable figure in 1978 was 
only 24.22, a decline of 22.6 percent. The number 
of federal employees per 1,000 population fell 
from 12.59 in 1959 to 11.36 in 1978. Though it 
runs counter to conventional wisdom, the conclu-
sion is inescapable: When measured by employ-
ment, the relative size of the federal government 
has declined and its absolute size has increased 
very modestly. 

Expenditures. As Table 2 shows, for the years 
1959-1978, federal spending fluctuated between 
18.0 and 22.7 percent of C N P. Total output grew 
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very rapidly, though not as rapidly as federal 
expenditures, but the average annual growth 
rate of 1.71 percent in federal spending as a 
percent of GNP can be described as quite 
modest. On a per capita basis, federal spending 
in current dollars was almost four times as much 
in 1978 as in 1959; when price changes are taken 
into account, however, per capita spending in 
1978 was less than twice as much as it was 20 
years earlier. The average annual growth rate of 
real per capita federal spending is only 3.56 
percent. 

Overall, the quantitative statistics on federal 
government size and growth are startling, not so 
much because they show that the federal public 
sector has grown in recent years, but because 
they indicate it has not expanded very rapidly. 
After all, since 1959, four major cabinet-level 
departments have been formed (Housing and 
Urban Development, Transportation, Energy, and 
Education) and an enormous increase has oc-
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Table 2. Federal Government Expenditures and Gross National Product and C o n s u m e r Price Index 
by Year 1959-1978 with Average Annual C o m p o u n d Rates of Growth, R 

Year Expenditures G N P C P I (G/GNP) (G/POP) Real G Real G 
(G) $ bil. $ bil. % $ $ bil. Per Capita,$ 

1959 91.0 486.5 87.3 18.7 511 104.2 586 
1960 93.1 506.0 88.7 18.4 515 105.0 581 
1961 101.9 523.3 89.6 19.5 555 113.7 619 
1962 110.4 563.8 90.6 19.6 592 121.9 653 
1963 114.2 594.7 91.7 19.2 603 124.5 658 
1964 118.2 635.7 92.9 18.6 616 127.2 663 
1965 123.8 688.1 94.5 18.0 637 131.0 674 
1966 143.6 753.0 97.2 19.1 731 147.7 751 
1967 163.7 796.3 100.0 20.6 824 163.7 824 
1968 180.6 868.5 104.2 20.8 900 173.3 863 
1969 188.4 935.5 109.8 20.1 929 171.6 847 
1970 204.2 982.4 116.3 20.8 997 175.6 857 
1971 220.6 1,063.4 121.3 20.7 1,065 181.9 879 
1972 244.7 1,171.1 125.3 20.9 1,172 195.3 935 
1973 265.0 1,306.6 133.1 20.3 1,259 199.1 946 
1974 299.3 1,412.9 147.7 21.2 1,412 202.6 956 
1975 357.1 1,528.8 161.2 23.2 1,672 221.5 1,037 
1976 386.3 1,706.5 170.5 22.7 1,796 226.6 1,053 
1977 423.5 1,889.6 181.5 22.4 1,953 233.3 1,076 
1978 461.3 2,107.6 195.4 21.9 2,111 236.1 1,080 

R , % 9 .22 8 .06 4 . 3 5 1.71 8 .07 4 .67 3 .56 

Source: U.S. Department of Commerce,Survey of Current Business, various years. 

curred in the regulatory powers of the federal 
government to deal with such issues as environ-
mental protection, occupational health and safety, 
drug abuse, equal employment opportunity and 
affirmative action, mine safety, consumer product 
safety, and so on. Social programs to provide 
food stamps, law enforcement assistance, Medi-
care/Medicaid benefits, student loans, school 
lunches, black lung benefits and supplemental 
security income have proliferated as well. Given 
the marked expansion in the scope of federal 
government activities, one would expect a much 
larger increase in its size than the employment 
and expenditure data indicate. Why do these 
increases not show up in the data? 

The answer is that federal government outlays 
and employment provide only a partial picture of 
thetrue changes in the dimensions of the federal 
sector burden over time. Important shifts have 
occurred in the qualitative aspects of employ-
ment and expenditure as well. 

Qualitative Factors 

Employment: The White Collar Explosion and 
"Invisible" Workers. The data on full-time civilian 
employment do not account for four important 
qualitative changes in the work force: 

(1) composition of the federal work force has 
shifted from blue-collar to white-collar em-
ployees; 

(2) grade levels have increased rapidly within 
the white-collar ranks; 

(3) many full-time workers are counted as 
part-time to avoid employment ceilings; 
and, 

(4) a vast number of contractors and consultants 
are employed indirectly by the federal 
government, even though they are not 
counted as such in official statistics. 

As an illustration of these concepts, consider 
the classification of employees over time in 
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Table 3. T h e Distribution of Federal Ful l -Time Civi l ian Employment by Category and the Number 
Employed in Washington, D.C. , by Year 1959-1 g 7 8 

March 31 General Wage Postal Other Working 
S c h e d u l e Sys tems Systems in D.C. 

1959 969,529 687,403 474,688 107,477 221,671 
1960 973,242 666,727 483,265 114,104 225,971 
1961 1,008,040 662,099 504,020 116,841 231,391 
1962 1,057,729 675,903 517,006 120,951 241,902 
1963 1,083,707 658,818 520,370 124,125 250,637 
1964 1,090,401 625,795 523,866 130,374 253,636 
1965 1,112,687 621,091 534,761 131,892 263,783 
1966 1,189,306 682,178 568,911 133,861 280,594 
1967 1,252,839 757,271 604,147 169,829 297,897 
1968 1,298,647 745,786 656,522 178,527 305,225 
1969 1,288,169 673,552 673,552 171,194 305,905 
1970 1,286,948 674,250 673,482 171,789 304,885 
1971 1,297,300 630,670 663,863 171,498 309,803 
1972 1,281,996 603,450 665,136 131,418 303,066 
1973 1,301,557 547,440 549,739 139,240 282,991 
1974 1,322,313 535,929 552,667 136,220 297,759 
1975 1,349,104 528,080 556,149 138,537 303,071 
1976 1,358,491 514,543 548,144 135,575 307,774 
1977 1,390,494 470,175 527,992 113,359 312,411 
1978 1,396,265 461,726 522,094 103,188 312,829 

Source: U.S.Civil Service Commission, Federal Civilian Work Force Statistics: Pay Structure of the Federal Civil Service, 

Table 3. General Schedule (CS) workers are 
white-collar employees within the federal estab-
lishment. Wage system federal workers perform 
blue-collar jobs. Over the entire 20-year span, 
with only minor exceptions, there has been a 
steady increase in white-collar workers and a 
steady decline in blue-collar employees. GS 
employees increased by 44 percent between 
1959 and 1978, while wage system workers 
declined by 33 percent Although the total number 
of employees changed very little over time, a 
significant change occurred in the type of work 
performed. Moreover, federal government activ-
ities became increasingly concentrated in the 
nation's capital. 

Employees in executive grades GS-13 to 18 
increased by 134,049—the number in 1978 was 
three times as large as the 1959 figure—while 
those in the lower grades fell by almost 90,000. 
Thus, policymakers and regulators gained rapidly 
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in employment at the expense of lower level 
employees: A massive shift in grade structure 
occurred which is not apparent in the statistics 
on total employment. From a private sector 
perspective,there are critical differences between a 
government clerk and a policymaker who promul-
gates regulations. A clerical worker's principal 
cost to the public is the payment of salary and 
fringe benefits. A regulator, on the other hand, 
may impose costs on the private sector far in 
excess of salary and perquisites. 

The Office of Management and Budget places 
employment ceilings on every executive agency, 
but the constraints apply only to full-time em-
ployees. Each March 31, agencies report their 
employment statistics and, on this date, thousands 
of workers are switched from full-time to part-
time status. So pervasive is this practice that 
these full-time/part-time bureaucrats are known 
as "25-and-ones," a term descriptive of the fact 
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Table 4 . Federal Government Liabil ities and Commitments by Category at the E n d of each F i sca l 
Year for the Period 1967-1977, with C o m p o u n d Average Annual Growth Rates 

Federal Government Commitments (mill ions of $) 

Year Liabil it ies Undelivered Long-Term Defic iency Total 
Orders Contracts of Annuity Cont ingenc ies 

(1) (ID (III) Programs (IV) 

1967 $378,128 $ 77,320 $ 2,759 $ 234,076 $ 912,261 
1968 405,933 77,197 8,086 311,041 1,002,432 

1969 407,960 74,106 8,436 222,536 970,041 

1970 423,325 70,010 7,905 496,438 1,298.435 
1971 452,373 74,843 8,356 550,439 1,483,572 
1972 486,973 88,265 8,397 251,551 1,380,907 
1973 520,697 102,095 8,916 578,035 1,964,542 
1974 544,325 105,618 9,727 1,717,861 2,954,706 
1975 613,022 130,007 1 2,838 2,593,248 4,301,987 

1976 726,193 266,281 13,002 4,638,727 6,511,647 

1977 789,030 322,109 15,126 5,394,847 7,381,103 

R,°/o 7 .45 14.51 11 .68 39.22 24 .76 

S o u r c e : U . S . D e p a r t m e n t of t h e T r e a s u r y , F i s c a l S e r v i c e , B u r e a u o f G o v e r n m e n t F i n a n c i a l O p e r a t i o n s , S t a t e m e n t o f L iabi l i t ies a n d O t h e r 
F i n a n c i a l O p e r a t i o n s , S t a t e m e n t o f L iab i l i t ies a n d O t h e r F i n a n c i a l C o m m i t m e n t s of t h e U n i t e d S t a t e s G o v e r n m e n t v a r i o u s 

y e a r s . 

that for 25 of the 26 federal pay periods each 
year, the workers are classified as full-time, but in 
the one pay period in which the headcount is 
taken, these workers are officially placed on part-
time or "invisible" status to evade hiring con-
straints. Estimates vary as to the extent of this 
practice. A 1977 Comptroller General Report 
(which was not a full-scale investigation) discover-
ed several thousand instances. Without doubt, 
then, current figures understate total federal 
employment.4 

The issue of accurately counting federal em-
ployees raises an even more fundamental question: 
What, in fact, is a federal employee? If consultants, 
contractors, and state and local government 
workers whose pay comes directly from the 
Treasury were included, then reported employ-
ment represents only the tip of the bureaucratic 
iceberg. As secretary of HEW, Joseph Califano 
testified in 1979 that his department was paying 
the salaries of 980,217 persons in think tanks, 
universities, and other units of government. The 
Department of Defense pays an additional 2.05 

million workers through contractors and subcon-
tractors.5 One estimate has placed this "indirect" 
federal employment at about eight million work-
ers.6 To the extent that the federal government 
has increasingly relied on workers not counted in 
reported employment data, the size and growth 
of the federal establishment have been greatly 
understated. 

Expenditures: Delayed Repercussions and Un-
counted Liabilities. As is the case with employ-
ment, federal expenditure statistics do not accu-
rately reflect the spending patterns and financial 
commitments of the federal sector. Expenditures 
consist primarily of outlays in a given year; they 
do not include future financial liabilities and com-
mitments. A useful, but somewhat simplistic, 
analogy would be for an individual to count his 
dollar outlays in a given year as the total of his 
financial commitments and liabilities without 
including future spending dictated by loans, 
mortgages, installment payments, and goods and 
services on order. For the federal government, as 
shown in Table 4, liabilities and other financial 

5 Donald Lambro, "In and O u t at H EW: Doing Wel l by Doing G o o d Through Consulting." 
Pol icy R e v i e w (3Winter 1979), p. 109. 

Personnel C e i l i n g s - A Barrier to Effective Manpower Management," A Report to the «-Barbara Blumenthal, " U n c l e Sam's Army of Invisible Employees," Nat iona l (ournal 
Congress by the Comptroller General of the U. S-, June 2, 1977, pp. 4- 10. (May 5 , 1 9 7 9 ) , p. 732. 
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commitments are reported for four categories: 
(1) Liabilities: Public Debt, Checks Outstand-

ing, Accrued Interest, and Accounts Pay-
able; 

(2) Undelivered Orders: Obligations incurred 
under law against appropriations andfunds 
for goods and services not yet received; 

(3) Long-Term Contracts: Subject to future 
modification or cancellation in advance of 
delivery of goods or services; and 

(4) Contingencies: Government Guarantees (in-
suring private lenders against losses), Insur-
ance Commitments, Actuarial Status of An-
nuity Programs, Unadjudicated Claims, and 
International Commitments. 

The data in Table 4 must be interpreted with 
caution, for in a strict sense, some of the aggregates 
shown in each category are not additive because 
the data were computed on different bases. 
Further, the data indicate the maximum potential 
liability of the federal government, not the most 
probable amounts that will be expended in the 
future. For instance, guaranteed loans will be 
paid only if the lender defaults. Nevertheless, 
the growth rates at the bottom of the table reveal 
that the financial commitments and liabilities of 
the federal government have increased far more 
rapidly than expenditures. In only the 11 years 
between 1967 and 1977, total contingencies 
rose from $912 billion to $7.38 trillion dollars— 
an eight-fold increase. 

The Actuarial Deficiency of Annuity Programs 
was presented separately to show the increase in 
financial commitments due to social security 
payments, civil service pensions, and retirement 
pay for military personnel. The actuarial deficiency 
is the amount by which expected future payments 
exceeds anticipated contributions—a sum in 
excess of $5 trillion. Federal contingencies for 
this item doubled, on the average, about every 
two years. Such a growth rate cannot long be 
sustained without either substantially increasing 
taxes or reducing benefit payments. Government 
decisions, therefore, have long-term tax and 
expenditure implications—not adequately re-
flected in annual data on current federal expendi-
tures. If one considers these future federal liabil-
ities and contingencies, a much higher rate of 
growth is indicated than shown by expenditures 
alone, regardless of whether price and population 
increases are taken into account. It is also apparent 
that many of the financial repercussions of federal 
activities are not felt immediately, but are delayed. 
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Regulations and Red Tape 

Even after adjustment for the qualitative changes 
in federal employment and financial operations, 
these two traditional measures still grossly under-
state the federal sector's impact on the private 
economy. The government's actions, primarily 
through regulations and red tape, impose enor-
mous costs on the private sector that are not 
included in either employment or finance statistics. 
Because government bears only a small portion 
of the regulatory costs, they may be regarded as 
"hidden taxes" borne by the private sector. 

In the five-year period 1974-1978, Congress 
adopted no fewer than 25 major pieces of 
regulatory legislation including the Energy Policy 
and Conservation Act, the Fair Debt Collection 
Practices Act, the Employment Retirement Income 
Security Act, and the Real Estate Settlement 
Procedures Act. The costs of such regulations 
have grown rapidly. According to Murray Weiden-
baum, chairman of the Council of Economic 
Advisers, the total cost of federal regulation 
exceeded $66 billion in 1976 (in excess of $300 
per capita) and had grown to more than $102 
billion in 1979, an increase of 55 percent in only 
three years.7 The administrative costs of these 
actions, the only costs reported in federal expen-
ditures, represent only about 5 percent of the 
total; the remaining 95 percent is borne by the 
private sector as hidden taxes. 

In 1977, the Commission on Federal Paperwork 
estimated that, although difficult to calculate 
precisely, the total cost of processing federal 
paperwork (including that associated with regu-
lation) was approximately $100 billion each 
year. Of this amount, the federal government 
spent $42 billion. The Internal Revenue Service 
alone employs some 13,200 different forms and 
form letters. About 613 million man-hours were 
expended by individuals and businesses in 1978 
just completing this paperwork. 

As of June 1972, the Office of Management 
and Budget (OMB) reported that federal govern-
ment agencies (excluding IRS) used 5,567 forms 
that generated more than 418 million responses 
from the private sector. As staggering as such 
statistics appear, they apparently underestimate 
the burden greatly. Many forms used are not 
even known to OMB; single-use forms such as 
those used in one-time surveys are not included, 
and many regulatory agencies noted for their 

' M u r r a y L. W e i d e n b a u m , T h e Future of B u s i n e s s R e g u l a t i o n ( N e w Y o r k : A m a c o m 
B o o k s , Inc. , 1 9 7 9 ) , p p . 1 5 - 2 3 . 
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burdensome paperwork are exempted from re-
porting paperwork to OMB. By almost any stan-
dard of comparison, the nation is awash in a sea 
of federal forms.8 

The total social costs of government are enor-
mous when the hidden burden of the federal 
sector is taken into account. 

Conclusions 

The federal government's growth in recent 
years is widely recognized and, apparently, often 
resented by the American taxpayer. The current 
debate over a Constitutional amendment to bal-
ance the budget indicates that the voter wishes 
to restrain government expansion if not decrease 
its absolute size. The statistics that have been 
used to measure the size and growth rate of 
8For a more complete discussion of federal paperwork, see J a m e s T .Bennett and Manuel 
H. Johnson, "Paperwork a n d Bureaucracy," Economic Inquiry (July 1979) pp. 4 3 5 - 4 5 1 . 

government employment and expenditures do 
not adequately capture all the dimensions of the 
public sector. 

Substantial qualitative shifts have occurred in 
the composition and structure of the federal 
labor force, many individuals who work for the 
federal sector are not counted, the indirect costs 
of regulation and paperwork do not appear in 
reported expenditures and current outlays do 
not incorporate the large and rapidly growing 
future liabilities and financial commitments which 
portend an increasing tax burden in the future. 

No conclusive answer can be given to the 
question, "How big is the federal government?" 
One can, however, confidently assert that it is 
much larger than the reported data indicate, that 
it has grown very rapidly in the recent past, and 
that the Reagan administration faces a massive 
problem in shrinking or even slowing the growth 
of the federal leviathan. 

—James T. Bennett 
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