
Notes and Brief Reports 
Initial Effects of the 1958 
PA Amendments on 
Assistance Payments* 

Effective October 1, 1958, the four 
public assistance titles of the Social 
Security Act were amended to change 
the basis of Federal financial par- 
ticipation in assistance payments un- 
der State programs for old-age as- 
sistance, aid to the blind, aid to the 
permanently and totally disabled, and 
aid to dependent children. The 
amendments had a threefold effect: 
(1) They made available some addi- 
tional Federal funds to each State; 
(2) they simplified administrative 
procedures for the States by provid- 
ing for Federal matching on an aver- 
age maximum basis, covering com- 
bined money payments to recipients 
and vendor payments in their behalf 
for medical care; and (3) they 
brought about greater equity in the 
financing of public assistance by re- 
lating in part the Federal share of 
assistance payments to State fiscal 
capacity as measured by State per 
capita inc0me.l 

Provisions for Federal 
Participation 

Immediately before the effective 
date of the amendments, money pay- 
ments to recipients and payments 

* Prepared by Maurice Ellis and Gar- 
n&t A. Lester, Division of Program Sta- 
tistics and Analysis, Bureau of Public 
Assistance. 

1 The provision relating to matching on 
an average-payment basis was extended to 
all jurisdictions. For Puerto Rico and the 
Virein Islands. however. the matchable 
average payment-$35 per recipient in 
old-age assistance, aid to the blind, and 
aid to the permanently and totally dis- 
abled and $18 in aid to dependent children 
-remains lower than for other States. 
For these States and for Alaska and 
Hawaii, the provision for relating part of 
the Federal share to the fiscal capacity of 
the States does not apply. Guam, for the 
first time, is covered by the pubIic assist- 
ance titles of the Social Security Act-on 
the same matching basis as Puerto Rico 
and the Virgin Islands: as in Puerto Rico 
and the Virgin Islands, there is a limita- 
tion on the total amount of Federal funds 
that can be paid annually. (Guam has not 
yet made assistance payments under ap- 
proved plans for any of the special types 
of public assistance.) 
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made to physicians, hospitals, and 
other suppliers of medical or remedial 
care - vendor payments - were 
matched separately by the Federal 
Government.’ Under the Programs of 
old-age assistance, aid to the blind, 
and aid to the permanently and 
totally disabled, the Federal share of 
money payments was four-fifths of 
the first $30 of the average payment 
per recipient, multiplied by the num- 
ber of recipients, and half the re- 
maining expenditures within an indi- 
vidual maximum of $60 for each re- 
cipient. The amendments left un- 
changed the first part of the match- 
ing formula: the Federal Government 
still pays four-fifths of the first $30 
per recipient. The second part of the 
matching formula was revised. The 
Federal Government now pays from 
50 percent to 65 percent (depending 
on the fiscal capacity of the State as 
measured by per capita income) of 
that part of the State’s average as- 
sistance payment that exceeds $30 
(excluding any part of the average 
payment in excess of $65)) multiplied 
by the number of recipients. The 
maximum subject to Federal partici- 
pation under both parts of the for- 
mula is $65 times the number of re- 
cipients. This $65 limitation on the 
average Payment applies to combined 
money Payments to recipients and 
vendor payments for medical care. 

For the program of aid to depend- 
ent children, the first part of the 
matching formula was also un- 
changed. The Federal Government 
Pays $14 of the first $17 of the aver- 
age Payment per recipient times the 
number of recipients, as before. In 
the second Part of the formula, as 
amended, the Federal share of that 
part of a State’s average payment per 
recipient exceeding $17 (with any 
amount of the average payment in 
excess of $30 excluded) times the 
number of recipients, is related to the 

” TWO States exercised the option pro- 
vided by a 1957 amendment and continued 
to claim Federal matching on combined 
money payments and vendor payments for 
medical care within the maximums on in- 
dividual payments under the provisions in 
effect before July 1, 1957. 

fiscal capacity of the State, with the 
Federal Government paying the same 
proportion as in the other programs. 
Formerly, in each State, the ProPor- 
tion was 50 percent of payments ex- 
ceeding $17 but within the individual 
maximums ; now the maximum 
amount subject to Federal participa- 
tion is $30 times the number of re- 
cipients. This limitation of $30 On 
the average payment applies to cOm- 
bined money payments to recipients 
and vendor payments for medical 
care. It replaces the former maxi- 
mums on individual money Payments 
($32 each for the first child and the 
person caring for the child, and $23 
for each additional child) and sepa- 
rate average maximums for medical 
care. 

Before the 1958 amendments, Fed- 
eral funds for vendor payments for 
medical and remedial care were equal, 
for adult recipients, to half such pay- 
ments not exceeding $6 ($3 in Federal 
funds) times the number of adult 
recipients and, for child recipients, 
to half such payments not exceeding 
$3 ($1.50 in Federal funds) times the 
number of child recipients. Under the 
1958 amendments the combination 
for matching purposes of money pay- 
ments and vendor payments within 
average maximums supersedes the 
separate matching provisions for both 
money payments and medical care. 

The additional Federal funds avail- 
able to the States resulted from two 
features of the amendments : (1) the 
averaging of assistance payments for 
matching purposes, and (2) the vari- 
able matching based on the States’ 
per capita incomes. States making 
payments higher than the former 
Federal maximums on individual 
payments gained Federal funds from 
the averaging feature of the amend- 
ments: States with lower-than-aver- 
age per capita incomes received more 
Federal funds from the variable 
matching feature of the formula; and 
States with lower-than-average per 
capita income and with payments 
higher than the former Federal 
maximums on individual payments 
gained Federal funds under both fea- 
tures of the amendments. For all 
States, however, the change in Fed- 
eral maximums from an individual- 
payment basis to an average-payment 
basis simplified the administrative 
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Table 1 .-Changes in average money payments and average vendor payments 
for medical care, September-December 1958 

Specifically, the Federal share of the 
second portion of the matchable aver- 
age payment ranges from 50 percent 
to 65 percent. For all States at or 
above the national average in per 
capita income the Federal share is 50 
percent; for States with per capita 
income in the range from about 84 
percent through 99 percent of the 
national per capita income, the Fed- 
eral share varies between 50 percent 
and 65 percent; and for all States 
with per capita income of less than 
approximately 84 percent of the na- 
tional per capita income, the Federal 
share is 65 percent. 

When the States are arranged ac- 
cording to these broad income classi- 
fications, as shown below, 16 fall in 
the highest-income group and receive 
50-percent Federal sharing; 14 are in 
the middle-income group, receiving 
between 50 percent and 65 percent: 
and 19 are in the lowest -income 
group, receiving 65 percent. (Alaska, 
Hawaii, Puerto Rico, and the Virgin 
Islands, to which the variable match- 
ing provision does not apply, are ex- 
cluded. ) 
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Highest-income States: 
California 
Connecticut 
Delaware 
District of Columbia 
Illinois 
Indiana 
Maryland 
Massachusetts 

Middle-income States 
Arizona 
Colorado 
Florida 
Iowa 
Kansas 
Minnesota 
Missouri 

Lowest-income States: 
Alabama 
Arkansas 
Georgia 
Idaho 
Kentucky 
Louisiana 
Maine 
Mississippi 
New Mexico 
North Carolina 

Michigan 
Nevada 
New Jersey 
New York 
Ohio 
Pennsylvania 
Rhode Island 
Washington 

Montana 
Nebraska 
New Hamphire 
Oregon 
Texas 
Wyoming 
Wisconsin 

North Dakota 
Oklahoma 
South Carolina 
South Dakota 
Tennessee 
Utah 
Vermont 
Virginia 
West Virginia 

I-- 
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. . 

West Virginia -_- 
\Visconsin.. _- ____ 
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1 Decrease of less than 1 cent. 
2 No vendor payments in September 1958. 
J Less than 50 recipients. 

processes involved in claiming Fed- 
eral funds because the relationship 
of each individual payment to the 
appropriate Federal maximum no 
longer needs to be determined. 

incomes below the national average.? 

For the second part of the match- 
able average payment-that is, the 
portion from $30 to $65 for the adult 
programs and from $17 to $30 for aid 
to dependent children - variable 
matching gives relatively more Fed- 
eral funds to States with per capita 

3 The figure for per capita income used 
in determining the Federal share is the 
average of the latest 3 years for which 
data are available from the Department of 
Commerce. Current Federal percentages 
for States are based on data for 1955-57 
and are effective for the, 33-month period 
October 195%June 1961; future percent- 
ages will be determined in even-numbered 
years, commencing in 1960, and will be 
effective for the biennium beginning July 
1 of the following odd-numbered year. 

State Action To Increase 
Payments to Recipients 

Although the amendments made 
available some additional Federal 
funds for each State, these funds did 
not mean automatic increases in pay- 
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ments to recipients. Some type of 
action by the State is always neces- 
sary before increases in individual 
payments can occur. To appraise the 
effects of the amendments, the Bur- 
eau of Public Assistance requested 
the States to submit reports reflecting 
actions taken to liberalize program 
provisions in the period July-Decem- 
ber 1958. The States were also asked 
to identify changes in policies and 
procedures not attributable directly 
or indirectly to the amendments. The 
effective dates of most changes were 
concentrated in October and Novem- 
ber, but July-December was used as 
a reporting period because a few 
States had made liberalizations be- 
fore October. Some of these changes 
were made in anticipation of the 
availability of additional Fed e r a 1 
funds, but others would have oc- 
curred in any event under the State’s 
normal procedures for reflecting price 
changes in assistance cost standards 
or for other reasons. 

All changes resulting from the 
amendments, however, were not initi- 
ated during the report period. Some 
States required legislative approval 
before changes could be made. A few 
States deferred making changes in 
individual assistance payments until 
February. They could then effect, 
concurrently, (1) liberalizations re- 
sulting from increased funds avail- 
able under the public assistance 
a,mendments and (2) reductions in 
some assistance payments necessi- 
tated by the receipt of higher old- 
age, survivors, and disability insur- 
ance benefits-also authorized by the 

Table 2.-Number of States with spec- 
ified amount of change in average 
payment per recipient, by 
September-December 1958 
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1958 amendments to the Social Secu- 
rity Act. 

During July-December 1958, more 
than two-thirds of the 53 States made 
one or more changes in policies that 
tended to increase average payments 
to recipients of old-age assistance, aid 
to dependent children, and aid to the 
blind; about three-fourths of the 48 
States administering programs for 
permanently and totally disabled per- 
sons reported liberalizations that 
tended to raise the average payment. 
The types of changes made by the 
States are summarized below. 

Typo of change 
I 
Ir 

Usualmaximumrilised 
or met,hod of reduc- 
ing payments elimi- 
nated or made less 
stringent ___._.______. 

Items added to assist- 
ance standards-. _.__ 

lssistance cost stand- 
ards raised- ____ ____. 

Other liberalizations... 

Number of States 
I 
)AA / -4B 

37 j 36 

Y-- 

A 
.- 

Iii 14 

7; 7 

3;i y 
/ 

.PTDliADC 

37 I 38 

171 14 

6, 7 

I48 Stntes administer programs of aid to the 
permanently and totally disabled. 

* Number of States making changes; total is loss 
than sum of items because some States made more 
than one type of change. Some changes were not 
dirrctly related to the 1958 amendments. 

The step most commonly taken by 
the States was that of raising cost 
standards for certain basic items 
(food and clothing, for example) in- 
cluded in the State standards for 
requirements of recipients. Raising 
cost standards for basic requirements 
tends to increase assistance payments 
to more recipients than any other 
single type of change. Increases in 
food allowances occurred with the 
greatest frequency. In addition to or 
instead of raising cost figures, a few 
States included new items in their 
assistance standards. 

Maximums or other limitations on 
individual assistance payments were 
made less stringent or eliminated in 
1’7 States for old-age assistance and 
aid to the permanently and totally 
disabled and in 14 States for aid to 
dependent children and aid to the 
blind. The raising of a State maxi- 
mum generally results in higher pay- 
ments to most persons receiving the 
maximum, since the needs of these 
Persons are usually not being met in 

full. Payments less than the maxi- 
mum are not affected, of course, when 
the maximum is raised. In a few 
States, maximums are high enough 
to have a limiting effect on relatively 
few payments, and in some States the 
payments may exceed maximums un- 
der specified circumstances-usually 
when medical care is needed. The 
number of States applying maximums 
or other limitations decreased slightly 
during the July-December period: 
from 38 to 37 in old-age assistance, 
from 38 to 34 in aid to the blind, from 
34 to 33 in aid to the permanently and 
totally disabled, and from 37 to 35 in 
aid to dependent children. Other 
types of liberalizations were also 
initiated by practically all States that 
raised their maximums or made less 
stringent other limitations on pay- 
ments to recipients. 

Measures taken to raise individual 
payments were, in general, attribut- 
able to the availability of additional 
Federal funds, but there were excep- 
tions. In old-age assistance, for ex- 
ample, the additional Federal funds 
were not responsible for the increase 
in the maximum or in the percentage 
of need met in three States, for the 
addition of items to assistance stand- 
ards in three States, for increases in 
cost standards in 11 States, and for 
other liberalization in 4 States. 
Among the States taking no action 
during the reporting period were 
some that indicated they were al- 
ready meeting need at what they 
considered adequate levels, as well as 
a few that, even with the increased 
Federal funds, were not able to make 
increases in payments because of 
shortages of State funds. 

State Medical Care Provisions 
Relatively few States added items 

of medical care to their plan provi- 
sions or raised fee schedules during 
the July-December period. On the 
other hand, the provisions in the 1958 
amendments combining money and 
vendor payments for matching pur- 
poses were responsible in some States 
for sizable changes that tended to be 
counterbalancing in the average 
amounts of the two types of pay- 
ments. Because of the separate 
matching provisions in effect before 
October, States providing medical 
care that entailed costs substantially 
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age payment in December 1958 and 
the amount of change from Septem- 
ber are given, by State, in table 3. 

In the country as a whole, from 
September to December, the average 
payment per recipient increased $2.37 
in old-age assistance, $1.28 in aid to 
the blind, $1.66 in aid to the perma- 
nently and totally disabled, and 82 
cents in aid to dependent children. 

These changes in the national aver- 
ages were the net result of widely 
diverse changes among the States in 
average payments. The average pay- 
ment per recipient rose more than 
$3.00 in 16 States for old-age assist- 
ance, in 13 States for aid to the blind, 
and in 13 States for aid to the perma- 
nently and totally disabled; for aid 
to dependent children, increases of 

higher than the average monthly 
amounts subject to Federal participa- 
tion under the vendor payments for- 
mula generally shifted to the money- 
payment method to take care of the 
costs of certain types of medical care 
in order to receive the largest possible 
amount of Federal participation. 
Under the revised matching formula, 
no advantage with respect to Federal 
funds accrues from the use of one 
payment method or the other. Since, 
in general, States find it administra- 
tively advantageous to pay for medi- 
cal care by means of payments to 
vendors, some States have shifted 
now to this payment method for some 
types of care for which provision was 
previously made in money payments 
to recipients. The effects of this type 
of change in payment method are 
illustrated by the following tabula- 
tion, which shows the September 
December change in the average pay- 
ment per old-age assistance recipient 
in the five States having the largest 
increase in the average vendor pay- 
ment. 

‘I’able 3.-Averuge payment per recipient, December 1958, and amount of 
change, September-December 1958 
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State changes in average vendor 
medical payments and in average 
money payments to recipients from 
September to December 1958 are pre- 
sented in table 1 for each program. 
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Average Payments to 
Recipients, September- 
December 

The following comparison of the 
changes in average payments from 
September-the month immediately 
preceding the effective date of the 
amendments-to December 1958 re- 
flects only the immediate effects the 
amendments had on payments to as- 
sistance recipients. The States are 
grouped in table 2 according to speci- 
fied amounts of change from Septem- 
ber to December in the average pay- 
ment per recipient, including vendor 
payments for medical care. The aver- 
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more than $1.00 per recipient oc- exempting old-age, survivors, and Benefits not tusable- 

curred in 18 States. These increases disability insurance benefits from in- Contributions not deductible: 
were concentrated largely in the 33 Alaska come tax, and a majority of these Montana 

States that receive additional Federal 
Arizona New Mexico 

States also follow the Federal rule of Arkansas New York 
funds under the new matching provi- not permitting the amount of the California North Carolina 
sions on the basis of their per capita employee’s social security contribu- Colorado North Dakota 

incomes. tions to be deducted from income District of Columbia Oklahoma 
Georgia Oregon 2 

On the other hand, among the subject to tax. Idaho Puerto Rico 

States that did not gain additional Among the 34l States with personal Indiana* South Carolina 

Federal funds under the variable income-tax laws, only Massachusetts, Kentucky Utah 

matching provisions (the 16 highest- Maryland Vermont 
Mississippi, and Indiana do not ex- Minnesota Virginia 

income States, Alaska, and Hawaii), elude from the State income tax all Contributions deductible: 
there were increases of more than $3 benefits received under the old-age, Alabama Kansas 

in the average payment per recipient survivors, Delaware Louisiana and disability insurance 
in only two States for old-age assist- 

Hawaii Missouri 
program. Massachusetts exempts the Iowa” Wisconsin 

ante, in two States for aid to the lump-sum payment and the monthly Benefits taxable- 

blind, and in five States for aid to the benefits payable to dependents and Contributions not deductible: 

permanently and totally disabled. survivors but does not exempt old-age Mississippi+ 

Five States in this group reported an (primary) benefits payable to retired 
Contributions deductible: 

Massachusetts” 
increase of more than $1 per recipient workers. Mississippi exempts the -__ 
in aid to dependent children. lump-sum payment and the monthly I the first $3,000 received each yea from 811 

For each program, increases or de- benefits payable to survivors but not 
private and public pensions, including old-age, 
survivors, and disability insUE%nCe, is SS3mPt from 

creases of less than $1 occurred in an the monthly benefits payable to re- 
~(ross income t:tx. Railroad retirement benefits arc 
wholly nontaxitble. 

appreciable number of States. To a tired workers and their dependents. 1 ~mployec contributions are not deductible; 
those madr by the srlf-employed are deductible. 

considerable degree, changes of this Indiana exempts the first $3,000 re- 3 employee contributions arc deductible; those 

magnitude were attributable to nor- ceived in a year from public and pri- 
,llade by the self-employed are not deductible. 

1 &ncflts to retired workers and their dependents 

ma1 fluctuations rather than to vate pensions. are taxable; lump-sum payments and survivor 
benefits are not taxable. 

changes in policies or procedures. All The social security contributions of 5 Benefits to retired workers are taxable; neither 

the declines of more than $1 in the 
ben&ts to dcpmdents and SurvivOrs nor hlmP-so1” 

workers are subject to somewhat payments are taxable. 

average payment per recipient were greater variation in tax treatment by - 
confined to the three adult categories the States. Twenty-four States re- 
and in most instances resulted from quire the social security contributions International Conference 
sizable decreases in vendor payments to be included in the amount of in- 
for medical care. The vendor-pay- 

on Homemaker Services* 
come subject to tax. Eight States 

ment component of total assistance Permit these contributions to be de- The first International Conference 
Payments iS subject to considerable ducted from the amount of income on Homemaker Services was held in 

variation because of uneven and flue- that is subject to tax. Two States dis- Zeist, Holland, in May 1959. The 
tuating time lags between the month tinguish between the contributions of representatives from I3 countries who 
the service is provided and the month the self-employed and those made by took part in the conference included 

the payment is made. employed persons: In Iowa the con- one from Canada; two from Norway; 
For the four federally aided pro- tributions of employees, but not those four each from Austria, Finland, and 

grams combined, the monthly rate of of the self-employed, are deductible; the United States; five from Italy; 
total assistance payments, including in Oregon the reverse is true. Of six each from Sweden and Switzer- 

vendor Payments for medical care, the 10 States in which some or all land; 17 from Germany; 18 from 
increased from $255 million in Sep- social security contributions are de- France; 23 from Great Britain; 25 
tember to $266 million in December. ductible from income for tax pur- from Belgium; and 36 from the Neth- 
Most of this increase represented the Poses, all but one (Massachusetts) erlands. Among those attending were 
effect of the additional Federal funds also exempt all old-age, survivors, two directors general of health, Wel- 
made available by the 1958 amend- and disability insurance benefits from fare, and education ministries who 
men&s. income tax. participated actively throughout the 

The 34 States with personal in- conference, as well as other officials 

come-tax laws are grouped below in from such agencies; members of vol- 

State Income-Tax Laws on four categories, according to their untary and public organizations pro- 

OASDI Benefits and treatment of old-age, survivors, and viding homemaker service or having 

Contributions* disability insurance benefits and em- a broader function; workers in health 

ployee contributions. and welfare associations; representa- 
Almost all States with income-tax tives from schools of social work; 

laws follow the Federal tax rule of i New Hampshire and Tennessee, which directors of schools for the training 
levy a personal income tax only on inter- 

* Prepared by Warren J. Baker, Divi- est and dividend income, are excluded from * Prepared by Maude Morlock, formerly 
sion of Program Analysis, Bureau of Old- this analysis. Sixteen States have no per- 
Age and Survivors Insurance. 

of the Children’s Bureau, who was a 
sonal income-tax laws, United States delegate to the conference. 
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