
Federal Participatzon in Vendor Payments 
for Nledical Care 

by VIVIAN NORMAN * 

For many years the States have been meeting some of the costs 
of the medical services supplied to recipients of public assistance 
through payments from assistance funds made directly to the 
suppliers of the services, but not until the adoption of the 1950 
amendments to the Social Security Act was Federal participa- 
tion in these payments possible. By June 1952, Jifteen States 
were reporting vendor payments made under plans approved 
by the Social Security Administration or under plans that had 
been submitted for approval. The extent of Federal participa- 
tion in the vendor payments made in that month is reported in 
the following pages. 

NE of the changes in the 
Social Security Act made by 
the 1950 amendments permits 

the States, beginning October 1950, to 
obtain Federal matching funds for 
the payments made by the public 
assistance agencies directly to doc- 
tors, hospitals, and other suppliers 
of medical services to assistance re- 
cipients. Such participation is now 
available to the extent that the total 
of the money paymel-t and of pay- 
ments made to vendors for medical 
care does not exceed the maximums 
on individual monthly payments spec- 
ified in the Federal act. Before the 
amendments the Federal Government 
participated in the cost of medical 
care only if an amount to cover the 
cost was included in determining the 
amount of the money payment to the 
assistance case within the established 
maximums. Thus the States now have 
greater flexibility than they formerly 
had in arranging and paying for 
medical services with Federal finan- 
cial participati0n.l 

The 1950 amendments established 
$50 as the maximum on individual 
payments in which the Federal 
Government can share for old-age 
assistance, aid to the blind, and aid 
to the permanently and totally dis- 
abled and, for aid to dependent 
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1 For information on medical care paid 
for by the States before the 1950 amend- 
ments, see the Bulletin, August 1952, pp. 
7-12, and June 1950, pp. 3-7. 
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children, $27 for the first child in the 
family, $27 for the needy adult rela- 
tive with whom the child is living, 
and $18 for each additional child in 
the family.’ For Puerto Rico and the 
Virgin Islands, the maximums under 
both the 1950 and 1952 amendments 
are $30 for old-age assistance, aid 
to the blind, and aid to the perman- 
ently and totally disabled and, for 
aid to dependent children, $18 for 
the first child and $12 for each addi- 
tional child; the Federal share within 
these maximums is 50 percent. 

By June 1952 (21 months after the 

-^The 1952 amendments provided for an 
increase in maximums to $55, $30, and $21, 
respectively; this provision became effec- 
tive in October 1952 and is scheduled to 
terminate at the end of September 1954. 

effective date of the amendment) 
only 15 States were reporting vendor 
payments for medical services made 
under approved plans or under plans 
that had been submitted to the Social 
Security Administration for approval 
(table 1). Four additional States 
with plans submitted did not report 
vendor payments under those plans 
in June. These States are New 
Mexico and West Virginia, with plans 
that have been approved, and Hawaii 
and Ohio, which have submitted 
plans on which action is pending. 
New Mexico started to claim Federal 
participation in vendor payments in 
July 1952. While West Virginia has 
an approved plan, the date when the 
State will begin operations under the 
plan is uncertain. 

Additional States may develop 
plans for claiming Federal participa- 
tion in vendor payments for medical 

care, but the effect of the arncndment 

probably will continue to be limited. 

Some States may not amend their 

plans to include vendor payments 

for medical care or to request Federal 

participation in such payments. 

States that lack sufficient resources 

to meet maintenance needs on a rela- 
tively adequate basis, for example, 

usually provide little medical assist- 

Table 1 .--Amount of vendor payments for medical care in States claiming 
Federal participation and the amount of Federal participation, June 1952 

I 
j Nudx?r 

Progrnrll i Of St&es 

Total _._..._._____________ 15 

Old-age assistsace ..__________ 
Aid to the blind __.__ ________ 
Aid to dependent children- _ _ 
Aid to the permanently and 

totally disabled ____________ 10 

l’crcent 
or tow1 

$6,342.944 I $1,509,002 I 23.8 

4,686,440 1,225,687 
110,830 28.786 
652,068 97,911 

693,606 156,618 

25. 1 
26.0 
15.0 

22.6 

/ 
vartici- 
pation 

, 
$836, 757 I 13.2 55.5 

670,371 i 13. 7 54.7 
16,042 14.5 55. 7 
58,512 0. 0 59. s 

91,829 13.2 6X. 6 
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Table 2.-Federal participation in vendor payments-for medical care, by State, 1 June 1952 

I- T 

1 

t 

Vendor payments subject to Federal 
participntion Estimnted Fedcral share 

For cuscs 
with 

money 
and 

vendor 
payments 

I- 

I 
Amount 

Perccni of 
tot:11 

WIldOr 
payments 

For cases 
with 

vendor 
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OlllY 

-- I- 

1 

.- 

$836,757 13.2 $3SF, 573 

24,136 18.2 
310,859 17.1 
48,468 14.7 
1,358 26.5 

58,450 9.1 
35,809 35.2 
66,8Oi 8.1 
36,802 li. 9 

122,9c 
10,785 

22,62! 
33,619 
11,494 
Y, 640 

1,330 53.4 326 
17,585 23. 7 0 

223,189 10.4 liO,393 
7,101 36.0 0 

887 3.6 385 
3,941 51.5 3,941 

35 50.0 1 

i’orcent of 
totn1 

1 

- 

at? 342. 944 23.8 $900.081 $608,921 a, 509,002 

i32, IBY 4P,Zi4 36.4 48,274 
1,822,245 56!), 88R 31.3 3i5, i87 

330, 24i 90, 919 27.5 75,368 
5,116 2,711 53.0 2,714 

640, 1Zi 109,081 li.0 71,255 
101, 821 GO, 408 <59. 3 4,379 
x24, 570 129, 350 15. 7 1:0,6?5 
205, 829 (is, 9.58 34.0 53,923 

2,489 2,479 99. G 
74,240 34,884 47.0 

2,151,424 368, 801 Ii. 1 
19.716 14,200 72.0 
24, fi94 1,542 Ii 2 

7, 654 6,482 84.7 
70 70 100.0 

2,008 
34,884 

105,592 
14.200 
1,003 

6: 

$450,184 

24,136 
187,893 
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1,358 

35,627 
2,190 

55,313 
2F, 962 

1,004 
17,585 
62,796 
7,101 

502 
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0 
194, 049 

15,551 

3i, 82: 
56,029 
13,734 
ICI, 030 

471 

2fi3,20: 

53: 
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- 

* States with vendor pnymcnt plans for medicul care approved or pending 
approval. 

2 A signiEes old-ageassistancc; B, aid to thr blind; C, aid to dependent children; 
and I), aid to the permanently and totnlly disabled. 

3 Elan not yet approvea. 
’ Data for May. 
5 Excludes $19i paid from other than pooled fund. 

ante and are not likely, under the 
present Federal law, to expand their 
programs. In three jurisdictions- 
the District of Columbia, Maryland, 
and Washington-medical assistance 
programs are administered by public 
health agencies, and in Hawaii the 
public health agency is responsible 
for providing hospital care for needy 
persons. The local governments carry 

the responsibility in a number of 
States for providing medical care 
for the indigent. New State legisla- 
tion or appropriations would usually 
be required before these States could 
develop plans for making vendor pay- 
ments for medical care with Federal 
participation. Moreover, States with 
a relatively large proportion of 
money payments at or above the 
Federal maximums can obtain Fed- 
eral participation in only a small 
share of their vendor payments. 

In June 1952 the 15 States report- 
mg on the program made vendor pay- 
ments for medical services amounting 
to $6.3 million. Only $1.5 million, or 
not quite 25 percent of the total, fell 
within the Federal maximums on 
individual payments (table 1). The 
Federal share in these vendor pay- 
ments has been estimated at $837,000, 
or about 13 percent of the $6.3 mil- 
lion. In old-age assistance, aid to the 
blind, and aid to the permanently 

and totally disabled, Federal funds 
represented from 13 percent to 14 
percent of vendor payments for each 
program. The Federal share for aid 
to dependent children was 9 percent. 

For purposes of this estimate, it 
has been assumed that, in applying 
the usual matching formula,3 Fed- 
eral funds are used to participate in 
the money payment first. If an old- 
age assistance recipient, for example, 
received a money payment of $40 
and his medical bill of $30 was paid 
for him, it was assumed that there 
was Federal participation in the $40 
money payment and in $10 of the 
vendor payment. Since in June 1952 
$50 was the maximum old-age assist- 
ance payment in which the Federal 
Government could share, under the 
1950 amendments, the $20 balance 
above this maximum would be met 
wholly from State and/or local funds. 
In such a case (for an individual re- 
ceiving both money and vendor pay- 
ments) an estimate of the Federal 
share in the vendor payment was 
arrived at by applying only the 

second half of the Federal matching 
formula-that is, by considering that 
the Federal share was half the match- 
able portion of the vendor payment. 
The estimated Federal share in the 
case cited would be $5. 

For an individual who did not re- 
ceive a money payment-one for 
whom only a vendor payment was 
made-the Federal share was de- 
termined in the usual manner. If, 
for example, a $100 medical bill was 
paid for a recipient of old-age assist- 
ance who did not receive a money 
payment, the Federal Government 
would participate up to the specified 
maximum of $50 and the Federal 
share would be $30. 

3 In June 1952, the Federal Government 
paid three-iodrths of the first $20 plus 
half the balance up to $50. Under the 
19Z amendments, effective October 1952- 
September 1954, the Federal share is four- 
fifths of the first $25 plus half the balance 
Lip to $55. 

At the June 1952 rate of expendi- 
ture and under the matching provi- 
sions in effect in that month, the 
estimated Federal share of vendor 
payments for medical services would 
amount to only $10 million a year. 
Ii1 general, vendor payments are 
reported for the month in which the 
medical bills are paid rather than 
for the month or months in which the 
services were authorized or received. 
Any cumulative lag in payment of 
bills may distort the figures for a 
given month. Such a lag has occurred 
in Illinois. Since this State accounted 
for one-third of the Federal share of 
expenditures for medical care in the 
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15 States in June, there is consider- 
able inflation in the June figures and 
in the estimate of annual expendi- 
tures at the June rate. If the Illinois 
figures were reduced to represent a 
more nearly normal monthly rate of 
expenditure, the Federal share at the 
June rate may not have exceeded $9 
million a year for the 15 States. 

Not all the Federal expenditures 
represent additional Federal costs re- 
sulting from the amendment, because 
some medical expenses now being 
met by vendor pa;yments were pre- 
viously met by including the neces- 
sary amount in money payments to 
recipients. Nor does the total repre- 
sent all Federal participation in med- 
ical costs, since in several States part 
of the cost of medical care was met 
through money payments to recip- 
ients. 

A number of circumstances affect 
the share of total vendor payments 
met from Federal funds in each State 
(table 2). In general, States in which 
a large proportion of the money pay- 
ments are less than the Federal maxi- 
mums will have a relatively large 
share of vendor payments for medical 
services met from Federal funds. The 
Federal share of total costs is also 
likely to be high in States that limit 
the use of the vendor-payment meth- 
od to a few medical care items or to 
inexpensive services. The association 
of these two factors accounts for the 
relatively large share of these pay- 
ments met from Federal funds in 
Louisiana, North Carolina, and the 
Virgin Islands. Louisiana limits its 
vendor payments to expenditures 
made for eyeglasses, refractions, and 
eye treatment; North Carolina makes 
vendor payments only for hospitali- 
zation, but a part of the charge is 
met from other than assistance funds 
and is not included in this report. 

In most of the other reporting 
States a smaller proportion of total 
vendor payments for medical care 
were met by Federal funds because 
the States made such payments for 
a wide range of services or had a re- 
latively small percentage of money 
payments below the Federal maxi- 
mums. In general, these two circum- 
stances explain the extent of Federal 
participation in vendor payments. 
The results for some States were also 

affected, however, by data for cases 

IQ 

receiving only vendor payments for 
medical care. The Federal share of 
vendor payments for these cases is, 
of course, higher than for cases that 
also receive a money payment. Eleven 
States were making vendor-only pay- 
ments in June 1952, as shown below. 

State Number of Casey 
Total ............................ 16,105 

-.- 
Illinois ............................ 5.144 
Indiana ............................ 
Massachusetts ..................... E 
Michigan .......................... 1,121 
Minnesota ......................... 421 
Nebraska .......................... 365 
Nevada ............................ 18 
New York ......................... 7,431 
North Dakota ..................... 23 
Rhode Island ....................... 140 
Virgin Islands ..................... 1 

Probably a high proportion of the 
vendor payments made for recipients 
receiving no money payment is made 
on behalf of recipients who are 
patients in medical institutions. Such 
payments are also made, however, 
for persons living outside institutions 
who have sufficient resources to meet 
their maintenance needs but are un- 
able to meet their medical care costs. 

Illinois, Indiana, Massachusetts, 
Michigan, Minnesota, and New York 
reported a substantial number of 
vendor payments only. In New York 
the 7,500 vendor-payment-only cases 
account for about three-fourths of the 
estimated Federal share in vendor 
payments in that State. In contrast 
the 5,100 cases in Illinois that received 
only vendor payments for medical 
care account for two-fifths of the 
Federal share in vendor payments in 
that State. The Federal share in 
vendor payments for cases receiving 
both types of payment was higher 
in Illinois than in New York since a 
larger proportion of the money pay- 
ments were below the Federal maxi- 
mums. As a result of the various 
factors, Federal funds met 17 percent 
of the cost of vendor payments in 
Illinois and 10 percent in New York. 
Together these two States account 
for $534,000 of the $837,000 spent by 
the Federal Government as its share 
of the cost of the vendor payments 
made by the 15 States in June 1952. 
If the Illinois figures were adjusted 
to represent a more normal rate of 
expenditure, the Federal funds for 
vendor payments for medical care 

for the t,wo States would still repre- 
sent half the total for all States 
combined. 

The Federal share of total vendor 
payments was relatively high in 
Michigan because a large share of 
expenditures represented the cost of 
hospitalization for cases not receiv- 
ing a money payment. In June, Fed- 
eral participation in vendor payments 
was claimed by the Rhode Island 
agency only for 140 cases that did 
not receive a money payment. Since 
July I, Rhode Island has been oper- 
ating under a “pooled fund” and pay- 
ing vendors for a wide range of 
services. 

Pooled Fund 
In June 1952, Connecticut and New 

Hampshire were operating with 
“pooled funds” from which payments 
were made to suppliers of the medical 
services provided to recipients. A 
“pooled fund” has been defined by 
the Bureau of Public Assistance as 
a “fund established, maintained, and 
operated by the public assistance 
agency as a prepayment arrangement 
to meet the cost of medical services 
for public assistance recipients, and 
into which fixed payments are made 
each month in behalf of each public 
assistance recipient covered by the 
fund. The monthly payments into 
the fund are made as assistance ex- 
penditures in behalf of recipients and 
must constitute irrevocable payments 
to the fund.” 

When States pay for medical care 
out of a pooled fund, it is the pay- 
ment into, rather than out of, the 
fund that constitutes the assistance 
payment. Under this type of plan 
the Federal share tends to be rela- 
tively high because the cost of medi- 
cal care is spread among all recipients 
and there is Federal participation in 
the premium for all cases that re- 
ceive money payments in amounts 
less than the Federal maximums. The 
data used therefore represent “pooled 
fund” deposits rather -than actual ex- 
penditures during the month. 

New Hampshire makes a monthly 
payment into the fund of $8 for each 
recipient of old-age assistance and 
aid to the permanently and totally 
disabled, $7 for each recipient of 
aid to the blind, and $11.50 for each 

(Continued on page 21) 

Social Security 



Employment 
NATIOWAL COI~IMITTEE ON SIIELTERED 

WoRKsHops AND HOMEBOUND P40- 
GRAMS. Sheltered Workshops and 
Homebound Programs : A Han.d- 
book on Their Estabiishment and 
Standards of Operation. New 
York: The Committee, 1952. 71 
PP. $1. 
Designed as a guide for programs 

for rehabilitation of the handicapped. 
U. S. DEPARTMENT OF LABOR. WO?/I- 

EN'S BUREAU. The Outlook for 
Women as Phystcal Therapists. 
(Medical Service Series, Bulletin 
No. 203-1, rev.) Washington: U. 
S. Govt. Print. Off., 1952. 51 pp. 
20 cents. 
Points out the need for physical 

therapists in the program for crip- 
pled children and the vocational re- 
habilitation progrcm. 

Public Welfare and Relief 
AKRTU'A, PAUL. “Toward a Diagnosis 

of Public Attitudes Regarding Con- 
fidentiality of Assistance Records.” 
Social Work Journal. New York. 
Vol. 33, Oct. 1952, pp. 191-195 f: 
$2. 

GREXT BRITAIN. NATIONAL ASSIST- 
ANCE BOARD. Report for the Year 
Ended 31st December, 1952. (Cmd. 
8632.) London : H. M. Station- 
cry &ce, 1952. 47 pp. ls.6d. 

I(ASAI, YOSHISUKE. “The Develop- 
ment of the Public Assistance Pro- 
gram in Japan.” Public Aid in 
Illinois, Chicago, Vol. 19, July 1952, 
pp. 1-4 f., and Aug. 1952, pp. 6-10. 

QUINLAN, LuCILE. “A Short History 
--15 Years of Public Welfare in 
Minnesota.” Minlaesota Welfare, 
St. Paul, Vol. 8, Aug. 1952, pp. 
16618 R. 

SHOSTROILI, EVERETT L., and BRAM- 
IIER. LAWRENCE M. The Dynam.ics 

of the Counseling Process. New 
York : McGraw-Hill Book Com- 
pany, Inc., 1952. 213 pp. $3.50. 
Designed to help in developing and 

improving’a counseling program. 

Maternal and Child Welfare 

BLACKWELL, GORDON W., and GOULD, 
RAYMOND F. Future Citizens All. 
Chicago : American Public Wel- 
fare Association, 1952. 181 pp. $2. 
A study, made with the cooperation 

of 38 States, the District of Columbia, 
and the Territory of Alaska, that gives 
extensive information on more than 
6,500 families for whom payments 
under aid to dependent children were 
terminated in late 1950 and early 
1951. The study was designed to 
“throw new light upon the environ- 
mental and familial situation of ap- 
proximately one and one-half million 
children in low-income families in 
this country who are currently being 
assisted through the Aid to Depen- 
dent Children program.” 
HESELTINE,MARJORIE M. “Feedingof 

Mothers and Children under Emer- 
gency Conditions.” Public Health 
Reports, Washington, Vol. 67, Sept. 
1952, pp. 872-875. 45 cents. 
By the chief of the Nutrition Sec- 

tion, Division of Health Services, 
Children’s Bureau. Discussion of the 
special problems associated with 
feeding this group. 
SCHNEIDERS, ALEXANDER A. The Psy- 

chology of Adolescence :A Factual 
and Interpretive Study of the Con- 
duct and Personality of Youth. 
Milwaukee : Bruce Publishing Co., 
1951. 550 pp. $4. 

VIRTCE, ?&A~INE BOORD. “Public 
Services :o Children,: -4 Study in 
Confusion.” Jourvzal of the Amer- 
ican Judicature Societtl, Ann Arbor, 
Vol. 36, Aug. 1952, pp. 46-49. Free. 

Discusses Michigan’s public serv- 
ices for children. 
WEINER,HYICIAN. “Group Work with 

Children in a Medical Setting.” 
Child Welfare, New York, Vol. 31, 
Oct. 1952, pp. 8-9. 35 cents. 
Describes the group work in the 

Blythedale Hospital and Rehabilita- 
tion Center in Westchester County, 
New York. 

Health and Medical Care 
AMERICAN MANAGEnIENT ASSOCIATION. 

Significant Developments in Special 
Coveraaes. (Insurance Series, No. 
95.) iew Y&k : The Association, 
1952. 52 pp. $1.25. 
Includes a paper by A.. M. Wilson 

on experience with coverage for 
catastrophic illness. 
Health Security by Union Action: 

X Report on the Sidney Hillman 
Health Center of New York. New 
York: h’ew York Joint Board, 
Amalgamated Clothing Workers of 
America, May 1952. 62 pp. 

MERRILL, A. P. “Hospitals for the 
Chronicallv Ill.” New York State 
Journal oj Medicine, New York, 
Vol. 52, Oct. 1, 1952, pp. 2393-2396. 
50 cents. 
Points out that the care of the 

chronically ill and aged sick person 
is the number one public health prob- 
lem today. 
NEW YORK STATE JOINT HOSPITAL 

SURVEY A~\;D PLANNING COMMISSION. 
Improving Hospital Service through 
Communi.ty Planning. (Legisla- 
tive Document (1951) No. 16.) 
Albany : The Commission, 1951. 73 
PP. 
The annual report for 1950-51. 

RAPPORT, SIDNE-3 M. “The Role of 
the Psychiatrist in Vocational Serv- 
ice.” Jewish Social Service Quar- 
te?Ey, New York, Vol. 28, June 
i952, pp. 375-377. $2. 

VENDOR PAYMENTS 
(Continued from page 10) 

f’amil:; receiving aid to dependent 
children. In Connecticut the pay- 
ments are $6 for each recipient of 
old-age assistance and for each family 
receiving aid to dependent children; 
the payments amount to $5 for each 

recipient of aid to the blind. 
The Federal share of total vendor 

payments in June was 18 percent in 
Connecticut; it was 24 percent in 
New Hampshire. Because the pro- 
portion of money payments below the 
Federal maximums is higher in New 
Hampshire than in Connecticut, a 

larger proportion of the payments 
into the pooled fund in New Hamp- 
shire could be included within the 
Federal maximums. 

Plans approved for two of the 
States not reporticg in June-New 
Mexico and West Virginia-also pro- 
vide for a pooled fund. 
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