Effect of Increased Federal Participation in
Payments for Old-Age Assistance, 194041,
and Aid to Dependent Children, 194042
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MoRE THAN three years ago, the maximmum old-age
assistanco payment in which the Federal Govorn-
mont can participato was increased from $30 to
$40 and tho pereent of Foderal matehing for aid
to dependent children, from one-third to one-half.
An analysis of tho effeet of these increases in
Fedoral participation is particularly pertinent
now when further liboralization of Federal grants-
in-aid is undor discussion., Havo States generally
oxpanded their programs under tho stimulus of
incrensed Fedoral mateching? Why have States
varied in the extent to which thoy expand their
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Table 1.—Recipients of old-age assistance in States
making monthly assistance payments of $31 through
$40, by State, Narember 1940 and November 1941

Total oumber of | Neelplents reoclving payments
reciplents of $3t-40
State Number Peroent of total
Nov. Nov,

1940 1041 Nov, | Nov, | Nov. | Nov,

MO 141 140 1041
Total, 30 States_..._ [783, 677 |1, 213, 142 (214, 004 1325, 209 27.3 20.8
AlnbamB..eeiaean... 20, 004 19, 783 23 15 .1 .1
- 1,470 507 488 32.8 a1.0
9,100 | .. 6,228 |..... . 67,9
158, 400 [134, 080 |134, 650 80. 5 84,1
42,803 | 22,312 | 35,807 83.8 815
17,833 | 2,020 | 9,817 | 10.0 53.4
38,474 .. _..... L1 Y PR .
WB28 ... Q. ... b
9,607 583 1,070 4.4 1.0
9,246 | 7,302 | 28,035 6.2 18.8
Kansas. .. ... ..__ 27,018 30,355 1,008 4,224 7.2 13.0
Toulsiana.. . -1 33,827 9 1.3
A
20.8
£.0
415.4
0.5
4.4
4.0
20.3
4.7
1.3
2.9
8.1
0.1
2.0
5.8
59
7.9
1.0

! Includea reclplents 60-08 years of age.
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programs under I'ederal liberalizing amendments?
Havo States tended to withdraw and “aave”
Stato and local funds by substituting tho increases
in IFederal funds?

Old-Age Assistance

Only 0 States mado payments above $30 for
old-age assistance in 1939.  Aftor the amendment
permitting Federal matching in larger payments
beeame effective, howover, tho number of Siates
making such payments increased rapidly to 19 in
1940 and 30 in 1041, In most of theso Stales,
legislative action was necessary before payments
above $30 could be authorized and, since many
State legislatures did not meet in 1940, action had
to be postponed until 1941.  All but one of the
States in which legislative action wns necessary
amended their old-age assistance laws in the first
session of the State legislature after enactment of
tho Ifederal amendment.  Conneeticut and Wyoms-
ing, in fact, amended their laws in 1939, shortly
before the Social Security Act was amended.

At tho end of 1941, tho States inaking payments
nbove %30 included ol but two New England
States, two of the three Middle Atlantic Statoes,
all the Iar Western States, and o fow States in
the South and Middle West. Most of the States
which did not raise payments above the formor
maximum were those in the South with lhmited
financial resources and low assistunco standards.
An increase in the Federal maximum could mean
little to States unable to mako nassisiunco pay-
ments at the previous maximum,

Itffect on paymenis~—In 1941, more Lhan one-

Toable 2,—Average payment per recipient aof old-age
assistance, November 1940 and November 1941

Averagnﬁny- Avemgo pny-
Number of 8tates ment, No- | ment, No- Inerense
vomber 1040 | vounber 1041
20 Btates providing payments
abovo 330“1 lD«ll.....P.......... $23. 04 $26. 50 41, 56
21 Btalea providing no payments
above In 1041 oL 16. 37 10,14 N
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Table 3.—0ld-age assistance: Expenditures for assist-
ance from Federal funds, by 6-month period, July
1939=December 1941

—

Btates meking monts
ahove 0 | Btotas

not
Teriod Total e
erio ola ay*
101039, 1, 1940 ot
1pd0, | oo (Im1oa1] 1Y
and I only | BQ¥e
1041 1941 $30
Amouni (In thousands)
Number of Bintes. ........ 81 0 10 11 2

July-December 1030 ... — ._.1$100,007 [$3%, 403 $10, 451 Ség.‘lllllf $37, 311

Jsouary-Juno 1040. .. ___.......[ 114,348 | 3B, 880 | 17,837 38,008
July-December 1040 ... .| 120,813 | 40, 811 | 18,376 | 23,091 | 40,838
January-June 1041 ... _..[ 130,457 | 42,311 | 10,471 | 23,820 44, B54
July-Tecember 1041 .. coanat 138, 812 | 43,124 | 20,074 | 26,431 | 48,283

Percontinge changoe from provious 6-month

perlod

July-Decomber 1030. ... ... i—a. 81 -Hd.3 | -H8.0 1.0 1.1
January-Juno 1040, ... . 7.8 | +20.0 b4 1.1 1.0
July-Docember 1040, . 8.7 ii. 2 0.0 4.0 7.4
Janunry-Juhe 1041 . B.0 4.4 0.0 112.9 0.8
July- Decomber W41 ... 6.2 +1.0 6.2 1.0 +7.0

fourth of the recipients received payments above
$30 in tho States making such payments, although
there was considerable variation among the States
in the proportion of recipients receiving such
payments (table 1).  As many as two-thirds or
moro of the nged persons on assistance rolls in
Arizona, California, Colorado, and Washington
recoived payments above $30; the State laws
specify that tho assistance payment, when added
to the rccipient’s income, must cqual $40 in
Chalifornia and Washington and $45 in Colorado.
There were 11 States, however, in which only
1 out of 20 recipients or fewer received grants
above $30.

States making payments above $30 in 1040
tended o make such payments to an increasing
proportion of their recipients in 1941. It scems
reasonable to nssume, thereforo, that such pay-
ments continued to inerease in 1942, cspecially
in States making their first payments above $30
in 1941,

As was to be expected, payments above $30
affected appreciably the size of the average pay-
ment. In November 1941, the average payment
in States making payments above $30 was more
than $1.50 higher than in the provious year and
exceeded thoe 1941 average in other States by
almost $10 (table 2).

Effect on erpenditures—The payments above
$30 contributed significantly to the increase in
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Fedoral, State, and local cxpenditures for publie
assistance aftor 1039, Exponditures from all
gources inercased in nearly all States, but the
greatest proportionate increase in each semi-
annual poriod tended to occur in States inaugu-
rating highor payments in the period (tables 3, 4),

The States which were making payments above
$30 in 1939 did not take advantagoe of tho increase
in Fedoral matching to reduce State and local
exponditures. Instead, these States increased
thoir oxpoenditures, A net saving of State and
local funds could have occurred only if cascs and
payments had remained at the 1939 level. Thero
was no State in which this was true.

Aid to Dependent Children

Tho situation with respect to oxpanding sid to
dopendent children after the 1939 amendmeonts
went into effeet was slightly different from that
for old-ago assistanco. No Stato legislativo and
administrative action was nceessary to implement
the increased Federal matching. To continuo ox-
ponding State and locel funds at the 1939 level,
Lowever, while Federal funds were increased, a
State would have had to increase its caso lond and
its averngo paymont by one-third or incrense both
by n lesser proportion to expond one-third more
funds in 1940 than in the previous year. Such an
incrense would have meant revising assistance
standards and individual budgets, clearing pend-
ing application loads, and processing now applica-
tions to an oxtent not administratively feasible
for most States. Somo saving of State and local
funds in 1940, thorefore, could hardly have been
avoided.

The amount saved, howover, was considerably
less than could have boen saved if the States had
cconomized on State oxpenditures to the full ox-
tent of the increase in Federal funds.  If the States
had withdrawn Stato and local monoy in the
apmount of the incronse in Federal funds, Stato
and local oxponditures would have dropped 25
porcent.! The States and localitics actually de-
creased their oxpenditures by less than 11 porcent
in tho first half of 1940. The dccrease in State-
local exponditures was less than 25 percont in all
but one Stato, South Carolina. In that State, ox-
penditures were 20.1 porcent less in the first helf
of 1040 than in the last half of 1939, because of a

1 Tho Increass in the Fedorol share from one-third to one-half mtlznnt a
decline tn the State sharg from two-thirds to onc-half, & decreaso of 25 pereent,
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Table 4.~0ld-age assistance: Expenditures for assist-
ance from State and local funds, by 6-month period,
July 1939-Deceniber 1941

Staies making pnyments
above 883 Slates

nat
Perlod Total meking
arlo ota ’ By~
In 1839y, M0 ments
1640, d In 1941 H
and an only niggo
1041 1M1
Amount (in thousands)
Number of States_._____..__ .3 ] 10 11 21

July-Decombor 1030 $114,071 1$39,670 ($16,701 1$20,303 | £37, 407

January-Juno 1940 _

July=-Decomber 1940 41,874 | 18,377 | 21,174 40, 722
January-Juno 1041 _ -| 131,045 | 43,852 | 19,475 | 23,813 44, 505
July-December 1041 cneera- 130,832 | 44,0672 | 20,650 | 20,5852 | 47,028
Percentoge change from provious 8-mouth
period
July-December 1930 +a6 ]| 454 +7.3]| +0.2 -{0.8
Jenuary-Juno 1840 _ +1.21 419 | 433 —,8 +.7
July-Decetnber 18440 +58] +3.8| +507 +52 +8.1
January-June 1841__ +7.81 4471 46.¢1| +12.8 +90.3
July-December 1041. +6.2] 41.9) 462 +1L.8 +7.7

Table 5.—Average payment per family receiving aid to
dependent children in 42 States with approved plans
in 1939, by specified month, December 1939=-Junec 1942

Decem- | Decem- | Deceme- June
Btato ber ber ber 1042
1939 1910 1

Total, 42 States_..........._. $32.13 $32. 75 $33.00 £34. 67
Alabama.. 12.88 13, 63 13.70 18. 47
Arlzona. 3220 232.38 23.34 33,70
Arkansas 8,1l 13.76 13. 04 14,32
Califoranl - 43.44 40. 85 48,80 Bl 24
Colorado__......... . 29.80 30.28 30.68 30. 8¢
aliware. __.__._.___. 31.83 3.2 33,37 33.02
Dlstrict of Columbia__ . 37.83 a7.07 30. 00 36. 50
Florlda_ ... _______.. - 20.78 21, 3.5 24,32
Qeorgip. .....—.-—- .- 20.38 21. 80 72,01 22,01
Hawall_ .- .17 37.47 3.3 30.80
b (5 F:\ 1 L« SO, 27. 55 28.53 31.13 32.54
Indiana. ... o _.... 277.72 28. 48 20.00 30.797
EBDSH9 . .oneononnn. B4 20,97 23. 98 34.03
Louisiaona__ 25.88 25, 51 20,062 .71
alno._.... 37,97 30.00 40 40 41 44
Maryland._ ... 31. 87 3178 32,84 32.42
Massachusetts - 041. 63 59. 80 88. 55 &, 12
Michigan..... R 37.30 40, &0 42. 74 43, 87
Minnesota.. - 35,13 M. 68 34.69 34.84
Missourl .o 19,32 24, 14 23, 10 .47
Montans. o vomeee oo - 27.89 28.05 30. 11 30.93
Nebraska....... . 20.18 31.39 31.49 28,38
Neow ITampshire - 43,83 45,51 40,08 47.79
New Jorsoy..... 30.02 al.22 3172 31. 82
Now Moxlco - 25.23 20. 10 24. 53 27,89
Noew York._.. 8. 74 40, 00 40.02 40.23
Neorth Oarolina. 15,28 18,77 16, 91 17.17
North Dakota 31.58 31,01 31. 52 31.01
Ohlo...... 38.83 39.87 40.20 8. &4
Okilshoma 12.23 14. 64 19.37 22.08
01,5721 ) 39.00 40.04 43.38 46, a1
Pennsyivanla. . a5, 48 36.27 37.07 40. 59
Rhode Island. .. 46.37 45 M 41,32 82. 45
Bouth Carolioa. . 156.83 10,31 10.42 10,72
enNesSe0a.. - 18. 44 18. 81 18.70 10.02
Utah._____ 32.48 34. 16 43.71 40.10
Vermont.__ 30.79 32.88 32.48 32.83
Virginia_..._ 20. 80 20.34 20, 10 20, 08
Washlngton._. 2.78 31. 89 40. 76 43. 78
West Virginia. 10. 88 21.39 30. 30 AL 10
isconsin... 34,21 7.7 38. 00 30. 50
WYOIEOg o e 31. 55 32.20 33. 22 a3, 52
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sovore cut in the amount previously appropriated
by tho State logislature. In most States, both
caso loads and average payments for aid fo de.
pondent children increased in 1940.  All but 4
States nided more families in June 1940 than i
Decembor 1939, while two-thirds of the States
increased their nvoerage payments.,

Iiffect on expenditures.—DBecauso the States con-
tinued to oxpand their aid to dependent children
programs after June 1940, the deeline in State.
local expenditures which oceurred immediately
after 1939 was short-lived. By 1041, after only
one year's cxpericnee under inereased IFedera)
participation, State and loeal expenditures for aid
to dependent children were greater than in 1939,
Furthermore, the numbher of States spending morg
from State and loeal funds than in 1939 increased
steadily in each 6-month period as {ollows:

a8 months ended-— Number of Stales

June 30, 1040 ___ . a..... 1]
Deeember 31, 1040 .o ... ... .12
June 30, 1041 .. 20
December 3%, 1041 .. .. _ .. [ 22
June 30, 1042 . .o 25

Ifflect on covcrage and average payments.—Imme-
diately after amendment of the Pederad net in 1039,
tho States generally placed relatively more em-
phasis on expanding coverage under the nid to
dependent children program than on inereasing
assistance standards. More recently, however,
the relative emphasis has been reversed, largely
as a result of factors arising out of tho war ccon-
omy. Increased opportunities for employment of
mothers, of other responsible relatives, and of
older children in familics receiving aid have per-
mitted deercases in cnse loads in many States.
At the samo time, increases in the cost of living
have necessitated upward revision of budgels and
mdividual assistance payments.

With fewer persons to assist, some States also
decreased expenditures, The effect of the war
upon caverage and expenditures is clearly shown
by a comparison at 6-month intervals since 1939.
Number of Stales in

which monthly erpend-
ftures for assistance

Number of Stales
giding fewer fam-

Month e than ol end paymenty were less

e | ihen alend of pre
June 1040_ . __ .. __.__ 4 b
December 1940, L] 4]
June 1041, ... _.__.__ 14 14
Deecember 1941, ..o .. 22 18
June 19042 . L __.__ 27 20
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The average payment per family continued to
inerease steadily.  In Juno 1942, the average was
more than $2.00 greater than in December 1939.
Furthermore, the increaso was general; 38 Statles
were making Inrgor payments on the average in
June 1942 than in Decemnber 1939 (table 5).

Implications for further liberalization of Federal
matching provisions~—The experience under in-
creased Federal participation in aid to dependent
children points to several conclusions pertinont to
current ciscussions about further increases in
Federal participation. In a period of program
growth, the States make uso of incrensed Fedoeral
participation to expand their programs as rapidly
ns it is administratively feasible, Immediately
after the increase in Federal matehing, State and
locnl expenditures for some programs probably
will decline, principally beecause of ndministrative
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difficulties in increasing coverage or assistance
standards quickly onough fo absorb the full
amount of additional funds made available, Ex-
perience demonstrates, however, that the decline
will be of short duration,

Any legislative requirement maoking additional
Federnl participation contingent upon maintain-
ing State-local expenditures at somo predetermined
level appears both unnecessary and inadvisable.
When thero is need to expand programs and funds
are available, the States appear to respond to it
without I'ederal compulsion. Morcover, the pace
of expansion is determined not only by the amount
of available money but by tho oxtont of recognized
need and the administrative cffort necessary for
expansion. On the other hand, in a timo of
decreasing nced such as the present, arbitrary
insistence upon expenditures at a provious level
might result in a waste of public funds.
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