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Effect of Increased Federal Participation in Payments for
Old-Age Assistance in 1940

Effective Janunry 1, 1040, Federal funds wore
made available to the States to meot one-half the
cost of individual monthly payments for old-age
assistance of $40 or less from Federal, Stote, and
local funds. Prior to 1940, Federal participation
was limited to payments of $30 or less. Raising
the maximum from $30 to $40 was intended to
make additional Federal funds available to States
alrendy making payments in excoss of $30. In
additien, it wns hoped that States which had fol-
lowed the leadership of the Federal Government
in establishing a Stato maximumn of $30 would bo
encouraged to raise their maximums to $40.

Comparative datn on expenditures for 1939 and
1940 arve analyzed here to dotermine somo of the
immediato effeets of the increase in thoe Federal
matching maximum. Tho analysis is directed to
the following questions: (1) IHow many Sinies
took advaniage of Federnl participation in pay-
ments between $30 and $40 in 19407  (2) Did the
amendment result in an inerense during 1040 in
the number of cases receiving payments in oxcess
of 3307 (3) How mueh additional IFedernl funds
wore made available to the States in 1040 for
nssistance payments between $30 nnd  $407
(4) Was inerensed llederal participation accom-
panied by an increase in average payments por
recipient?  (6) Did tho amendment encourage tho
States and localities to expend additional funds or
wns thore a partinl withdrawal of State-locnl
funds? (6) Ilow did the States share the addi-
tionnl Ifederal funds with thoe loealities?

Stutes Affected by Amendment in 1940

In the continental United States, with plans for
old-age assistance approved by the Social Sccurity
Bonrd, 18 States took ndvantage of the amendment
by making payments in cxcess of $30 in 1040.
Approximaiely 50 percent of total paymonts for
old-age assistance in the United States was given
to recipients in these 18 States.

Ninc of the 18 States—Alabama, California,
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not meet in 1940,

Colorado, KKansas, Louisiena, Massachusetts, Now
Mexico, New York, and Utah—made somo pay-
ments in cxcess of $30 in 1939.! In Alabama, such
payments were made to Confederato votorans
only, and in California, the legal maximum was
$35. In the remaining 7 States, laws stipulated
no maximums or maximums in excess of $40.

During 1940, nine States—Connccticut,® Idaho,
Illinois, Montana, Now Hampshire, Now Joracy,
North Dakotn, Wiscensin, and Wyoming—made
payments above $30 for the first time., In ad-
dition, Chalifornia, which had been making pay-
monts up to $36 prior to 1940, changed ita law to
permit payments of as much as $40. Idaho,
Montana, Noew IHompshire, and North Dakota
revised administrative regulations, which had re-
stricted individual payments to $30; no amending
legislation was nccessary in these States. In
Connecticut, Illinois, New Joraey, Wiaconsin, and
Wyoming, the laws were amended to permit pay-
ments up o $40. The amondmentis of old-age
assistance legislation or adininistration regulations
were in effect January 1, 1940, in all these States
except lllinois, where the effcctive date was
June 1040,

The remaining 31 States continued in 1940
to make payments of $30 or less. Some of theso
States, which were not prohibited by their laws
from making payments above this amount, did
not do so chiofly becauso of limited State and local
funds available for the programn. The legisla-
turea of severn]l other States are considering bills
which provide for raising present legal maxi-
mums of $30 or less. Only recently, Ohio and
Oregon passed such legislation to be eoffective
in 1941. It may be anticipated that legislation
permitting payments up to $40 will be enacted
during 1041 in some States wlose legislatures did
Since amendments to oxisting

I In addition, the District of Colinmbia made paymoents in oxocss of $30 in
tho Nsenl year ended Juno 39, 1938, but mado no such paymeonts fn 1940,

1 Prior to 1040, Connecticut hod boen making payments of $31 {o monthe
with 3t days, beeauso tho maxbimam paytnont was §! per day.
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Tuble 1.—Recipients of old-age assistance in States
making monthly assistance payments of $31-40, by
State, November 1940

{Data roported by Btato agoncles, correctod to Apr. 1, 1041)

Reciplents recolving
Total num-| PAYMents of $31-40
Btata bcir Iol tr;:-
ciplen|

Tereent

Number of total
Total. ... niviiiaacaaeaans 778, 500 211,830 21,2
Alabama___.___ ... 20, ) .1
Callfornfa. .. ... . ... 140, 723 134,080 80.5
Colorado b _____ ..., 38, 107 20,454 53.7
Connceticu 17,3563 2,02 16.0
, 001 6.4
141,216 7,302 5.2
7,018 1,998 1.2
23, 827 30 .0
Massnchusctts. . , 005 17,207 10.9
Montonn____._..___.__. 12, 180 12 1.0
Now Hampshiro. . ... . - 8,378 408 8.4
Meow Jersoy. ... ... . 31, 380 840 2.7
Now Moxico._______.___._._. . 868 285 [
Now York?, ... __.____. 120, 609 21, 887 18.1
North Dakota. ... 8,008 32 .4
tah, . ... 13, 582 374 2.8
Wisconsin._ _.._.._._.... 53,0110 2,888 4.0
Wyoming. ... iiiiiieaans , 140 140 4.1

L Reciplents 60-64 years of age excluded,
! Data for October 1040,

Inws are required in most States, il is too soon

to draw any finnl conclusion as to tho number of
States affected by the change in the Federal act.

Change in Proportion of Payments Above $30

Data for the fiscal years ended June 30, 1939,
and June 30, 1940, show changes in tho percent
of now recipients who received payments in excess
of $30. Payments of more than $30 were made
to 23.8 percent of recipients added to the rolls
in tho 18 States during 1839-40 as compared with
19.9 porcent in tho preceding fiscal year, In
November 1940, 27.2 percent of all individuals
on tho old-age nssistance rolls in the 18 States
making payments of more than $30 received
monthly payments of moro than $30 but not
exceceding $40 (table 1). About onc-third of tho
porsons benofiting from the increase in IFederal
funds were in the nine States which in 1940 made
payments above $30 for the first titne. It sccms
reasonable to assume that the increase in the
proportion of old-sgo assistance reeipients of
payments above $30 resulted in large measure
from moro liberal payments in 1940,

Additional Federal Funds Available

It is estimated that about $10 million of I'ederal
funds were madoe available to the States in 1940 ns
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n result of Federal participation in payments
botween $30 and $40. These additional Federal
funds represented an increaso of approximatoly 4
percent over the amount which would havo been
granted if tho Social Security Act had not beep
amended., TFurthor increases in Fedoral grants to
the States may be expeceted in 1941 as additiona}
States rovise present laws Lo permit lnrgoer pay-
ments and as the number of pnyments in cxcess of
former maximums increnses.

Table 2.—dAverage payment per recipient of ald-nge
assistastee, by State, June 1939 and Junao 1940

[Data roportod by Biate ngencles, corrected to Apr. 1, 1941)

Ll
A "ﬁ;:.‘%gg, ﬂﬂm’ nt Incrongo or decronsg
Biate
“,lﬂ'ﬁ;’ i'r}ﬂ:lml Amount | Porcont
Provtdlngrnymonts abovo
$30 o 1040:
Alabama. ...l £0.20 $0.35 | +30.08 40,8
Callfornla. .c..cooonrevean ... 32.45 37.95 5. 80 10.9
ColorBdo. .. oveeiaciciaea .20 3375 5. 85 Iln,':
Connecticut . .03 20,01 I 83 3.4
Ideho,. . 21,44 2199 ) 25
1llinols. 10,23 20. 90 1.73 9.0
Hangay, 17.07 1951 Il.s! 10. 4
Loulslana. 10. 52 11, 90 1.38 Ill 3
Massachusetts_ ... _____.. . 28,33 28,43 +. 10 +.4
Montona.....o.o.oviviiiiaiao.. 17.02 18.07 +1.05 0.2
Now Hampshlre. __.__._.__._,... PAN 21. 43 -2.21 -8.3
MNew JOrsoyY-ve-vraenn.. 0. &8¢ 20,71 1.12 +8.7
Now Moxlco.......... . 11.85 14. 44 2.00 +21.9
New York.._....... - .87 25. 80 1,08 +8.4
North Dakota._ . ... .- 17,70 10.78 —.92 —82
[ 1:1; O 20,78 21,21 +.46 2.2
Wiseonsin, . 21,20 22.38 +1.18 5.8
Wyoming.... ... .03 3.71 +. 68 3.0
Iroviding ne payments
abovo fw ia 19&0;

...... 2. 314 .00 1. 35 +-3,1
- 0,02 7. 567 +1. 585 +23.7
BI0. ovavre.tiamacinaeas. 10. 60 11. 38 +. 30 +3.4
District of Columbla. ..., 25. 87 PLI —.07 -3
Florlda. . .....coanuee [ 13, 80 12,01 —1.85 =113
Qoorgls. ... ... B.12 8. 00 —. 12 -1.5
Indiona. .covereisnaaan i, 17. 17 18.01 +. 84 4.9
Iowa_ e 10.00 20.03 +1.03 5.9
Kentucky.. ... ..coo...._... 8, 03 B. 74 +.00 L0
Malno. ..ol 20. 53 7 +.74 .8
Maryland ... ___._..__._.. 17.42 17,08 +.20 +1.8
Michigan....cooeo oL 10, 44 16, 90 A0 iz 8
Minnesota. ...._.__............. 20,07 2147 .80 3.9
Mlasi.-.sii)pi. i edreeemcesinmaaeas 7.1 8.0 .00 +13.1
Minsourl. ... 18.77 i —2.08 —14.3
1543 111. 61 5. 04 +4-8.9
20, 57 20. 84 =-. 03 -1
0. 50 10, 14 +. 55 45,7
22,87 3. 30 4. 73 +3.2

17,72 17.72 [L)] &)

Oregon....... 21.38 21,78 [¢)) [U]
Pennaylvanin 21,4 2, 00 +.72 3.4
Lthado Island 18, 95 14, 51 1 50 is.o
Bouth Carolina 8.18 8.2 .00 +.7
Bouth Dakota.. 18. 30 10. 70 +1. 40 +7.7
Tonnessed.......... 13.21 10.04 ~3.13 =27
Texas. . .. ......_. | 10.31 —~383 -1.2
Yormont. . ....... R 0] 14, 00 +-.09 10. 0
Virginin.._..._. . 4, 63 0, B2 +.10 2.0
Waoshington. ... . 22,15 22,08 —.07 —,3
Waost Vieginla. ... ... I 11 52 14, B9 +-.30 +2.7

! For sormo Btates, includes valatively small amounts for hospitalizatlon
and burlal,
! Nu chonge.
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Change in Average Payments per Recipient

Tho additional Federal funds scem to have
encouraged increases in average payments in the
18 Statos making payments up to $40, The
pverago payment per recipient for the median
State in this group increased $1.08 from Junoe 1940,
whoreas the average payment for the nedian
Stato in the other 31 States incrensed only 39
cenls. Increases from the provious yeer in thoe
avorage payment wero reported by all but 2 of the
18 States. Averago paymonta incrensed from $1
to $3 in 8 of theso States; more than $5 in 2
States; and less than $1 in 6 States (table 2).

The absoluto increnses represented percentage
increases in avorage payments of 10 perecent or
more in § States, 5 Lo 10 percent in 5 Stotes, and
less than & porcont in 6 Statles; the deerenses in 2
Stntos wero 5.1 and 9.3 percent.

Effect on State-Loeal Participation

No withdrawnl of State-local funds occurred
in 1040 in any of tho 18 States making payments
up to $40. Instead, State-local oxpenditures in-
creascd more in these States than in other States.
The amounts contributed by the Siates and local-
ities during the half year ended June 30, 1040,
ineronsed 5.1 pereont over the preceding half yoar
in these 18 States as compared with 2.0 percont
in the other States {table 3).

Shifts in Division of Costs Between States and
Localities

Six of tho 18 States financed nssistancoe costs
entirely from Stato funds in both 19390 and 1040,
In the remaining 12 States, the State share of tho
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Table 3.—Expendituraa front State and local funds for
payments for old-nge aseistance for States with and
without payments above $30, 1930=40

{In thousanda)

Kxponditures in
¢ months ended— | poooii.
Ntntes

Bgo
Do, 31, | June 80, | Laoronso
1939 1040

TolAl e $111,308 | $115, B04 3.8

B4,768 | BT, B84 a1
50,040 | 57,700 2.0

t+ For somo Btates, includes relatively amall amounts for hospitatization
anhd burlal,

+In the continental Unltod Biates.
amount paid from State-local funds in the half
year ended June 30, 1840, was 56 porcent as com-
pared with 57.3 percent for the preceding half
yonr. Tho slight deerense in the State share for
this group of States reflecta diverse changes in the
individual States, In only 4 States—Manssachu-
sotts, New Yorlk, Utah, and Wyoming—was there
an absolute deerease in State funds expended and
an jucrease in loeal funds. The reverse occurred
in Montann and North Dakota. In the remain-
ing States, expenditures from both State and local
funds increased. Decause the increase in State
funds was relatively less thon the increase in local
funds in Alabama, California, and Wisconsin,
there was a slight shift of financial responsibility
to the localitics in these States, Tlhe proportions
of State and local funds remained unchanged in
New Hampshire and New Jersoy. In Konsas, on
tho otlier hand, the relative increase in State funds
exceeded that in local funds, and hence looal
responsibility decrensed elightly.
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