Characteristics of Newly Awarded Recipients of
the Social Security Regular Minimum Benefit

by Bruce D. Schobel and Steven F. McKay*

The regular minimum Social Security benefit, which was
eliminated for both current and future recipients under the Om-
nibus Budget Reconciliation Act of 1981 (Public Law 97-35),
was restored for current beneficiaries only under additional leg-
islation at year end. Following passage of Public Law 97-35, a
study was undertaken to examine a group of newly eligible
beneficiaries who would formerly have received the minimum
benefit but, under that law, would not. Although the persons
sampled have since become eligible for the benefit under the
subsequent legislation, they closely resemble other future bene-
ficiaries who will not be eligible for it. This article, which re-
ports the findings of the study, indicates that those who will be
ineligible for the minimum benefit in the future are mainly
housewives, who will usually be able to receive larger benefits
as spouses, and persons with significant noncovered employ-
ment, who will still receive windfall benefits to some extent.
The data tend to disprove the notion that those who will not re-
ceive the minimum benefit in the future are lifetime low-

€arners.

The regular minimum benefit provision of the Social
Security Act was the subject of much congressional ac-
tion during the past year. Section 2201 of the Omnibus
Budget Reconciliation Act of 1981 (Public Law 97-35,
enacted August 13, 1981) repealed this provision both
for current beneficiaries (for months after February
1982) and for newly eligible beneficiaries (for eligibility
after October 1981). Section 2 of the Social Security
Amendments of 1981 (Public Law 97-123, enacted
December 29, 1981) restored the minimum benefit for
current beneficiaries and deferred the elimination for
newly eligible beneficiaries until January 1982, except
for certain persons (primarily nuns) under a vow of
poverty, for whom the elimination of the minimum
benefit provision for newly eligible beneficiaries was de-
ferred until 1992,

During the congressional debate on these bills (and on
others that affected the minimum benefit provision),
many statements were made concerning the characteris-
tics of those beneficiaries who were currently receiving
the minimum benefit and of those who would or would
not receive it in the future. The characteristics of those
already receiving the minimum benefit were known to
some extent (although some important elements such as
receipt of government-employee pensions were not very
well-known). The characteristics of those not yet eligible

* Office of the Actuary, Social Security Administration.

and for whom the minimum benefit would possibly be
eliminated were not known, however.

After enactment of Public Law 97-35, it was decided
to investigate the first group of newly eligible benefici-
aries who formerly would have received the minimum
benefit but who, under this law, would not do so. Thus,
copies of the applications and the earnings records of a
random sample of retired workers becoming eligible (at-
taining age 62) and filing for benefits in November 1981
were obtained. By accident, a few cases of workers who
became eligible and filed in December 1981 were also re-
ceived. All of these persons have since become eligible
for the minimum benefit once again as a result of Public
Law 97-123. This analysis of their characteristics is still
worthwhile, however, because they should be similar in
nearly every respect to persons attaining age 62 in Janu-
ary 1982 or later, who will not be eligible for the mini-
mum benefit.

Description of the Regular
Minimum Benefit Provision

The original Social Security Act of 1935 and all sub-
sequent amendments to it before 1981 provided for
some explicit minimum benefit level. Under the 1935
Act, the minimum monthly benefit amount was $10.
This amount was increased many times over the years
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until, under the 1977 amendments, the minimum pri-
mary insurance amount (PIA) was ““frozen’’ at $122 for
all cohorts of workers first becoming eligible for bene-
fits after 1978. It should be noted that the freezing of
the minimum PIA, in combination with other pro-
visions of the 1977 amendments, was equivalent to even-
tually eliminating it, although with a very long tran-
sition period, as described below.

The 1977 amendments increased the amount of cov-
ered earnings required to obtain a quarter of coverage
from a fixed $50 per quarter (which had not been
changed since its introduction in the 1939 amendments)
to $250 per quarter in 1978. This new earnings require-
ment is increased automatically every year to reflect in-
creases in average wages. Thus, the amount of earnings
needed to obtain the 40 quarters of coverage required
for eligibility to primary retirement benefits for those
attaining age 62 after 1990 (and who have not had a pre-
vious period of disability) will continually increase. Af-
ter many years, the required earnings would have been
sufficient to produce a PIA under the regular wage-
indexed formula that would exceed the frozen $122
minimum. Thus, the regular minimum benefit provision
would have eventually become inapplicable without any
further change in the law.

The actual year of first inapplicability of the $122
minimum PIA would have been highly dependent on
future wage increases. Under all four sets of long-range
assumptions included in the 1981 OASDI Trustees Re-
port, the regular minimum benefit provision would have
become completely ineffective for new eligibles by 2017.
If “‘realistic”” earnings histories are assumed, this provi-
sion would have become inapplicable in virtually all cas-
es much sooner, perhaps by 2000. In this regard, it
should be noted that larger average annual wage in-
creases would result in earlier inapplicability of the mini-
mum benefit provision, while smaller average annual
wage increases would result in later inapplicability.!

Although the initial minimum PIA was frozen at $122
under the 1977 amendments, newly eligible beneficiaries
under that provision still receive any cost-of-living in-
creases effective in and after the year of initial eligibil-
ity, but only, for years before age 65, if they were
actually entitled—were eligible and had filed an applica-
tion for benefits—and their benefits were not in total off-
set because of the earnings test. Thus, even though a
beneficiary may have become first eligible for and enti-
tled to benefits after a benefit increase in a particular
year, that increase would still apply, thus raising the
$122 minimum amount. The beneficiaries in this study,
for example, all attained age 62 in late 1981. Thus, the

! For a more detailed discussion of the phasing-out of the regular
minimum benefit, see Steven F. McKay and Bruce D. Schobel, Effects
of the Various Social Security Benefit-Computation Methods
(Actuarial Study No. 86), Office of the Actuary, Social Security Ad-
ministration, 1981.

PIA under the minimum benefit provision for each was
$135.70 ($122 increased by the June 1981 cost-of-living
adjustment of 11.2 percent).

The effects on individuals of eliminating the mini-
mum benefit provision, in terms -of actual reductions in
monthly benefits, are not necessarily as significant as
the effects on their PIA’s. Although many individuals
will have temporary reductions in benefits, sometimes
until age 65 (or even later, in a few cases), the ultimate
benefit amounts that will be payable (and which will
usually be paid during the largest part of these individ-
uals’ remaining lifetimes) will be, in most cases, as large
as, or even slightly larger than, those that would have
been payable under previous law.

The next three sections describe in detail the effects
on monthly benefits for individuals in various situa-
tions. The last section presents the analysis of the sam-
ple of newly eligible minimum benefit recipients.

Effects of Dual Entitlement

The most important element in determining the ef-
fects on ultimate benefit amounts is dual entitlement—
that is, entitlement to more than one type of benefit.
Dually entitled beneficiaries will have, at most, only
slight reductions, or even slight increases, in benefits,
which reflect the different reduction factors that apply
to retired-worker benefits and to spouse’s benefits. (The
effects on those dually entitled to benefits as aged wid-
ows are discussed later.)

Retired-worker benefits are reduced by a roughly
‘‘actuarial-equivalent’’ factor of 5/9 percent for each
month of entitlement before age 65, resulting in a 20-
percent reduction for entitlement in the month of attain-
ment of age 62. (As will be discussed in the last section,
entitlement at exact age 62 is now fairly unlikely, as a re-
sult of Public Law 97-35.) Spouse’s benefits, which at
age 65 are equal to 50 percent of the PIA of the primary
beneficiary, are reduced by a somewhat less-than-actu-
arial factor of 25/36 percent per month, resulting in a
25-percent reduction at age 62. (The ‘‘actuarial”’ reduc-
tion factor for spouse’s benefits would be about 30 per-
cent for entitlement at age 62.2 This proportion is larger
than the reduction for primary benefits because it ap-
plies only during the shorter joint lifetime of the
couple.)

A Social Security beneficiary usually receives any pri-
mary (worker’s) benefit payable. Any larger auxiliary or
survivor’s benefit, however, is reduced by the amount
of such primary benefit. Age-related reduction factors,
when appropriate, are applied separately to the primary
benefit and to the offset auxiliary benefit (except for
aged widows, as discussed later). For example, consider

2 Robert J. Myers, Social Security (2d edition), Richard D. Irwin,
Inc., 1981, page 48.
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a 62-year-old beneficiary who is eligible for a PIA as a
worker of $200 and a spouse’s benefit (before offset or
reduction) of $300 a month (this would be the case if the
other spouse had a PIA of $600). The spouse’s benefit
would become $100 after offset for the primary benefit.
Then, the $200 primary benefit would be reduced by 20
percent, and the $100 spouse’s benefit would be reduced
by 25 percent, resulting in a total monthly benefit
amount of $235 (5200 x .80 + $100 x .75).

Elimination of the minimum benefit provision causes
the PIA’s of affected workers to be reduced (to a level
below $135.70 for those in this study). Those eligible for
larger spouse’s benefits, however, will not be signifi-
cantly affected, because such spouse’s benefit (before
reduction for age, but after offset) will be increased dol-
lar for dollar by any reduction in the primary benefit,
although then the larger reduction factor for spouse’s
benefits is applied to a larger amount. When the effects
of rounding to multiples of 10 cents are ignored, the net
reduction for cases of simultaneous dual entitlement to
both a primary and a spouse’s benefit is exactly equal to
5 percent of the reduction in the PIA for those becom-
ing entitled in the month of attainment of age 62, and is
less for those becoming entitled later, with no reduction
for entitlements at age 65. Because most workers affect-
ed by the elimination of the minimum benefit provision
will be eligible, on their own earnings record? under the
regular benefit computation provisions, for benefits
nearly as large as the minimum benefit under previous
law (as will be discussed later), the actual reductions in
PIA’s and, consequently, in monthly benefit amounts,
will be small even without dual entitlement, but
especially small in cases with simultaneous dual entitle-
ment.

Entitlement to an auxiliary benefit requires the enti-
tlement of another person to a primary benefit (or the
insured status of a deceased worker, in the case of survi-
vor’s benefits). Therefore, some beneficiaries who
would have received minimum benefits under previous
law will have temporary reductions in what their month-
ly benefits would otherwise have been until such time
that dual entitlement begins. This is especially true for a
worker with either a younger spouse who has a relatively
large PIA but is not yet eligible for retired-worker bene-
fits because age 62 has not been attained, or a spouse
who is still substantially employed though aged 62 or
older.

Although those persons who must wait for some peri-
od before becoming entitled to larger auxiliary benefits
will have temporary reductions in monthly benefits until
such dual entitlement begins, in many such cases, the ul-

3 At times, these benefits have been called ‘*earned benefits.”” This
is erroneous usage because it implies that the benefit amount is actu-
arially equivalent to what could have been purchased with past
OASDI taxes (either employee only or employee-employer combined).
A more appropriate term is ‘‘formula benefit.”’

timate benefit level will actually be slightly higher than it
would have been under previous law. This somewhat
unexpected result can be demonstrated by considering a
worker who became entitled to a primary benefit at age
62, and who subsequently becomes entitled to a larger
spouse’s benefit at age 65. For purposes of illustration,
assume that the PIA would have been $100 under pre-
vious law (the actual amount, of course, would be at
least $122) and is $50 after the 1981 legislation. Further,
assume that the spouse’s benefit is $200 a month.

At age 62, after the 20-percent actuarial reduction
factor is applied, this worker would have received $80
under previous law, but actually recieves $40. At age 65,
the worker becomes entitled to a larger spouse’s benefit
that must be offset by the PIA, as described previously.
Thus, the $200 spouse’s benefit would have become
$100 a month under previous law, and is $150 a month
after elimination of the minimum benefit provision. The
spouse’s benefit after offset is not reduced for age be-
cause entitlement occurs at age 65. The previous reduc-
tion in the primary benefit, however, continues to ap-
ply. Thus, under previous law, this worker would have
received a monthly benefit of $180 ($100 x .80 + $100),
but instead will receive $190 ($50 x .80 + $150).* Inter-
estingly, in cases such as these, the largest increases in
ultimate monthly benefits over what would have been
paid under previous law will occur for those workers
with the largest reductions in their PIA’s. Also, in all
cases where entitlement to a spouse’s benefit occurs
more than 7 months after entitlement to an actuarially
reduced primary benefit, some increase in ultimate
monthly benefits will occur.

For the purposes of this article, dual entitlement is
considered only if it is possible at the same time as enti-
tlement to the primary benefit. As a consequence, how-
ever, the estimates of benefit reductions presented in the
last section are a lower bound for the first month of en-
titlement and are overstated for later months when dual
entitlement will actually occur for many of the sample
cases. In the initial month, dual entitlement is assumed
to occur if eligibility exists. If dual entitlement does not
actually occur in such month, because of voluntary ac-
tions such as delayed retirement of the spouse, the re-
sulting temporary reductions in initial monthly benefits
are not taken into account, but neither are subsequent
increases in ultimate benefits. Reductions in the initial
months are taken into account in those cases where im-
mediate dual-entitlement eligibility does not exist or
where data on the spouse’s earnings were unavailable.
In most such cases, the reductions in benefits will largely
or completely disappear when dual entitlement subse-
quently occurs, but such dual entitlement is not a cer-

4 Although there is an increase in the ultimate monthly benefit pay-
able, the amount of increase is so small that total benefits paid would
not equal what would have been payable under previous law for many
years.
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tainty. The primary minimum benefit recipient could
die, for example, before dual entitlement occurs.
Although much of the preceding discussion applies
equally to most types of dual entitlement, a noteworthy
peculiarity in the law permits special treatment in the

Anon itlad asgad widawes fand haraina

case of dually entitled aged widows (and, hereinafter
implied in this term, dually entitled aged widowers). The
so-called ‘‘deemed filing”’ provision of the Social Secu-
rity Act requires that when a worker under age 65 claims
old-age benefits, he or she must, if eligible, apply simul-
taneously for spouse’s benefits. Aged widows, however,
are permitted to apply for either a primary or a widow’s
benefit, whichever they choose.

This choice is significant only for those who wish to
become entitled before age 65—that is, at the ages when
actuarial (and near-actuarial) reduction factors apply. A
widow can choose to receive a reduced primary benefit
at age 62 and an unreduced widow’s benefit at age 65—
or the reverse. It is never advantageous to file for both
benefits simultaneously, although it is not necessarily
disadvantageous, either.

The choices that must be made by those eligible for
benefits as widows became no less complicated after the
elimination of the minimum benefit provision. How-
ever, because of the decisionmaking involved (and pos-
sible anti-selection), an analysis of widows receiving
primary benefits that are affected by the elimination of
the minimum benefit provision would be extraordinarily
difficult (if not impossible). Therefore, persons who
were currently widows at attainment of age 62 were spe-
cifically excluded from the study group. Of course,
many of the persons who were included will eventually
become widows, some before age 65. At the time of the
study, however, none had yet had the opportunity to
make a decision as to which benefit he or she would re-
ceive.

Effects of Welfare-Type Benefits

Another reason why monthly income (from benefits
and other sources) will not be significantly reduced in
many cases by the elimination of the minimum benefit
provision involves welfare-type payments. Some benefi-
ciaries, particularly those without dual entitlement, will
be eligible for Supplemental Security Income (SSI) pay-
ments at age 65 if they meet certain income and assets
tests. In those cases, a temporary reduction in income
would occur until age 65, but then the SSI payment
would exactly equal the amount of the reduction in the
Old-Age, Survivors, and Disability Insurance (OASDI)
benefit, resulting in the same income as under previous
law. Some such beneficiaries, including some in the
study sample, may be receiving SSI disability payments
before age 65, and, for these, no reduction in income
would occur. In the analysis of sample cases, however,
only OASDI benefit income is considered.

One welfare-type OASDI benefit is not considered—
namely, the so-called ‘“‘Prouty’’ benefits payable under
section 228 of the Social Security Act. These special
payments were authorized under the 1966 amendments
for most persons aged 72 and older who have 3 quarters

of coveraoe for everv vear after 1066 and hefare attain_
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- ment of age 72 (no quarters of coverage were required

for those who attained age 72 before 1968). These bene-
fits are generally considered to be welfare in nature.’ In
fact, the payments for those with fewer than 3 quarters
of coverage are financed by the general fund of the U.S.
Treasury, rather than by the regular Social Security
trust funds.

The special Prouty benefit is subject to the same auto-
matic-adjustment provisions that apply to other OASDI
benefits generally. For June 1981 to May 1982, the
monthly benefit amount under the Prouty amendment
for a single person is $117, a smaller amount than the
previous regular minimum benefit (for these cohorts),
for which the requirements have been easier to satisfy
for many years. Thus, before the regular minimum PIA
was frozen at $122 by the 1977 amendments, the Prouty
benefits applied only to a closed group that was decreas-
ing through deaths.

After the freezing of the regular minimum PIA, it
became possible, though not very likely, for certain per-
sons who will attain age 72 after 1990 (including some
for whom the transitional guarantee-provision® would
apply) to obtain a Prouty benefit (which is not frozen)
that would exceed the regular minimum benefit, es-
pecially in those cases where entitlement occurred be-
fore age 65 and actuarial-reduction factors applied to
the regular minimum or transitional-guarantee benefit.
Such persons would need at least 72 quarters of cover-
age and, thus, would very likely qualify for larger for-
mula benefits; however, it is possible that some will be
able to obtain a higher benefit under the special Prouty
provision.

The elimination of the minimum benefit provision
makes entitlement to Prouty benefits somewhat more
likely in 1992 and later for those persons who would for-
merly have been eligible for the minimum benefit. When
these persons attain age 72, if they have enough quarters
of coverage (75 for those attaining age 72 in 1992 and in-
creasing by 3 quarters for each year thereafter), they
may become dually entitled to whatever the formula
benefit happens to be, plus whatever additional amount

5 These benefits are generally considered to be welfare because they
are usually paid by the general fund of the U.S. Treasury. Because
there are no explicit income or assets tests associated with them, how-
ever, Prouty benefits are sometimes payable to persons in no need of
welfare.

6 The transitional-guarantee provision applies to persons who attain
age 62 in 1979-83. It was intended to provide a smooth transition
from the benefit-table method that applied before 1979 to the new
wage-indexed method, although the transition is not in fact very
smooth.

14 Social Security Bulletin, June 1982/Vol. 45, No. 6



is needed to increase the total benefits to the Prouty
benefit amount at that time, if it is higher. This situation
is really quite unlikely because Prouty benefits are not
payable if SSI payments are, and few persons with such
low incomes will fail to qualify for SSI payments. More-
over, the earnings required to obtain the increasingly
large number of quarters of coverage needed to qualify
for Prouty benefits will eventually ensure a larger for-
mula benefit.

Effects on Persons
Under a Vow of Poverty

Certain persons under a vow of poverty will continue
to be eligible for the $122 minimum PIA if they attain
age 62 before 1992, Religious orders with members (gen-
erally nuns) who have taken a vow of poverty were first
permitted to cover such persons under the Social Se-
curity program as a result of the 1972 amendments, with
such coverage available retroactively to January 1,
1968. The amount of earnings reported is supposed to
be the value of the subsistence provided, with a mini-
mum of $100 per month. At the minimum level, these
persons who currently attain age 62 would not yet have
enough covered earnings to qualify for PIA’s as large as
the $122 minimum.

The deferral of elimination of the minimum benefit
provision until 1992 for newly eligible persons under a
vow of poverty will give them time to accumulate earn-
ings histories sufficient to qualify them for larger bene-
fits. This deferral, however, applies only to members of
orders that elected Social Security coverage before De-
cember 29, 1981, the date of enactment of Public Law
97-123. For those remaining eligible for the minimum
benefit, previous law will continue to apply and no re-
duction in benefits will occur. These cases are not as
rare as might be suspected. As discussed later, some
appeared in the study sample.

Analysis of Sample of
Minimum Benefit Cases

Copies of the applications and detailed earnings rec-
ords were obtained on a sample of 165 randomly select-
ed minimum benefit recipients who attained age 62 in
November 1981 (a few folders were inadvertantly in-
cluded for persons who attained age 62 in December)
and who applied to receive benefits for the earliest
possible month. In cases where it was known that the
beneficiary had a spouse and where the Social Security
number was available, detailed earnings records were
also obtained for spouses. Persons who were currently
widows were excluded for the reasons given in the sec-
tion on dual entitlement.

Table 1 presents the distribution of the sample by sex

Table 1.—Number of sampled persons, by sex and
marital status !

Marital status Total Men Women
Total ... 165 18 147
Married 2. ... ... 152 16 136
Unmarried3....................... 13 2 11

! Excludes widows from the study group (see page 14).

2 Includes three women who were divorced after 10 or more years of mar-
riage and classified as married because they are or will be eligible for spouse’s
benefits.

3 Includes one man and two women who were divorced after less than 10
years of marriage and classified as unmarried.

and marital status. About 89 percent of those in the
sample were women. About 89 percent of the men and
93 percent of the women were married (or divorced after
having been married for 10 years or longer).

Table 2 indicates the last year of covered earnings for
those in the study group. This table is subject to some
error because of possible delays in posting recent earn-
ings. Recent earnings information is requested on the
application for benefits, however, and that information
was used when submitted by the applicant. Only 35 per-
cent of the total had any earnings after 1975.

Table 3 shows the distribution by number of years of
earnings for two periods—1937-81 and 1951-81. The
figure for number of years with earnings for 1937-50,
however, is artificial in most cases (and, in fact, biased
upward) because only total earnings in that period are
available. The law specifies a procedure for auto-
matically allocating that total among certain years
(generally, years after age 21 and before 1951) for bene-
fit-computation purposes, and that method was used, in
most cases, to estimate the number of years of earnings.
Actual year-by-year earnings for 1937-50 are usually
unavailable. Thus, the data for the number of years of
earnings for 1951 and later are more reliable than the
data for 1937 and later.

In the absence of the minimum benefit provision, af-
fected beneficiaries will become eligible for the largest

Table 2.—Number and percentage distribution, by last
year of covered earnings

Number of Percent of
Last year of earnings beneficiaries sample
Total.......... ... .o, 165 100.0
1950 orearlier. . ....... ... o, 18 10.9
1951-55 o o 8 4.8
1956-60 . ... 16 9.7
1961-65 ... . o 10 6.1
1966-70 ... .o 26 15.8
1971-75 . o 29 17.6
1976-78 oot e 20 12.1
1979 andlater. . ............ ... ... 38 23.0
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PIA produced by the various other applicable benefit
computation methods—the old-start method, the wage-
indexed method, the transitional guarantee, and the spe-
cial-minimum method.” The PIA-table method is not
applicable to the affected cohorts of retirees (those first
eligible after 1978 are not able to use it).

Table 4 presents the distribution of the sample by ap-
plicable benefit-computation method. The old-start
method, which applies mainly to workers with substan-
1950, produces the largest formula benefit (that is, a
benefit based on earnings) for the vast majority (81 per-
cent) of the sample cases, with the wage-indexed method
a distant second. The old-start method applies to a
much smaller (and rapidly decreasing) proportion of all
newly eligible beneficiaries because the old-start benefit
table was ‘‘frozen’’ by the 1977 amendments. Those
beneficiaries shown as receiving regular minimum bene-
fits are all persons under a vow of poverty, for whom
the elimination of the minimum benefit provision was
deferred.

The applicability of the special minimum benefit pro-
vision to regular minimum benefit recipients has been of
particular interest. Under the special minimum benefit
provision, which was included in the 1972 amendments
specifically to assist steady workers with low incomes,
the PIA is equal to a fixed dollar amount (about $16.07
for the period June 1981 to May 1982) multiplied by
‘‘years of coverage’’ in excess of 10, but not more than
30 (that is, a maximum of 20 years). Generally, a year of
coverage is credited for any year in which earnings
equaled or exceeded one-fourth of the taxable earnings
base,® an amount that has generally been slightly lower
than what would have been earned in a year of full-time
work at the Federal minimum wage.

Table 5 shows the distribution of number of such
years of coverage for the beneficiaries in the sample.
Only one beneficiary had as many as 15 such years
(which corresponds to a PIA of $80.40). The largest
group had only 2 such years of coverage. As shown in
table 4, the special minimum benefit provision did not
produce the largest PIA for any persons. Thus, it ap-
pears that the regular minimum benefit recipients in this
sample were not, in many cases, low-income steady
workers, who would have been expected to receive the
special minimum benefit.

Table 6 presents a distribution of PIA’s by amount
(without regard to the minimum benefit provision). No
person in the sample had a formula PIA lower than
$28.60, although PIA’s as low as $7.10 were theoretical-

7 These methods are described in detail in Steven F. McKay and
Bruce D. Schobel, op. cit., and Steven F. McKay, Computing a Social
Security Benefit after the 1980 and 1981 Amendments (Actuarial Note
No. 111), Office of the Actuary, Social Security Administration,
1982.

8 Special rules apply for years before 1951 and after 1978.

Table 3.—Number and percentage distribution, by
number of years with earnings

1937-81 1951-81

Number Number of Percent Number of Percent

of years beneficiaries | of sample | beneficiaries of sample

Total .. .... 165 100.0 165 100.0
0-3 .o 1) m 35 21.2
47 o 1) a) 45 27.3
8-11........... 31 18.8 30 18.2
12-15. ... 57 34.5 38 23.0
16-19. ......... 43 26.1 11 6.7
20-23. ... ... 19 11.5 S 3.0
24-27. . ... 9 5.5 1 .6
28-31. .. ... ... 4 2.4 0 0
32o0rmore...... 2 P20 e

I Workers who attained age 62 in 1981 and did not have a previous period of
disability (none in the sample did) need 30 quarters of coverage to be eligible for
primary retirement benefits. Normally, obtaining 30 quarters of coverage
would require at least 8 years of earnings. Under a special provision applicable
to certain persons with earnings in 1937-50, it is theoretically possible to ac-
quire 30 quarters of coverage in only 4 years (with maximum earnings), but that
provision was not applicable to any workers in the sample.

Table 4.—Number and percentage distribution, by ap-
plicable benefit computation method !

Types of primary Number of Percent of
insurance amount beneficiaries sample
Total. ... ... . i 165 100.0

Oldstart. ... .. i 133 80.6
Wageindexed. . ....... ... ... .. ... .. 20 12.1
Transitional guarantee . . ............. 7 4.2
Special minimum .. ....... ... ..., ... 0 0
Regular minimum. . ................. 25 3.0

! Assuming that the elimination of the minimum benefit provision applied to
this sample.

2 Eligibility continues because of the special exemption for certain persons
under a vow of poverty.

Table S.—Number and percentage distribution, by
years of coverage as used for the special minimum bene-
fit 1

Number of
Number bene- Percent
of years of coverage ciaries of sample

Total....... ... ... ... .. ... 165 100.0
0-3 . e 53 32.1
A= 48 29.1
8-11 . 36 21.8
12-15 28 17.0
léormore ......... ... ... . ... 0 0

! For 1951-78, a year of coverage is credited for any year with earnings equal
to or exceeding one-fourth of the taxable earnings base. For 1937-50, 1 year of
coverage is credited for each full $900 of earnings in the period, with a maxi-
mum of 14 years. After 1978, a year of coverage is credited for any year with
earnings equal to or exceeding one-fourth of the *‘old-law’’ taxable earnings
base—that is, what the base would have been in the absence of the ad hoc in-
creases in the 1977 amendments.
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Table 6.—Number and percentage distribution, by size
of primary insurance amount (PIA) !

Number of Percent of
PIA beneficiaries sample
Total .. ..o 165 100.0
$0-820.002 ... ... 0 0
$20.10-$30.00 ... ... ... .. oL I .6
$30.10-340.00 . ... . ... ... ... 1 .6
$40.10-350.00 . ... ... ... ... 3 1.8
$50.10-360.00 . ... .. ... ... N 3.0
$60.10-370.00 ... ... ... . L. 13 7.9
$70.10-380.00 ....... ... .. .. ... 15 9.1
$80.10-$90.00 . ........... .. .. ..... 24 14.5
$90.10-%3100.00. .. ... ... .. .. ... 16 9.7
$100.10-$110.00. .. ... ... ... ..., 25 15.2
$110.10-8120.00. .. ......... ... .. .. 17 10.3
$120.10-%130.00. .. .. .. ... ... ... 23 13.9
$130.10-8135.703 .. ... 22 13.3

! Assuming that the elimination of the minimum benefit provision applied to
this sample.

2 The lowest PIA theoretically possible for workers in the sample was $7.10.

3 The PIA under the regular minimum provision is $135.70. Five persons in
the study group would continue to receive exactly that amount because of the
special exemption for certain persons under a vow of poverty.

ly possible. The PIA’s were fairly uniformly distributed
between $60.10 and $135.70. More than half (53 per-
cent) of those in the sample had PIA’s exceeding
$100.00; only 6 percent had P1A’s of less than $60.00.

The distribution of the PIA’s (without regard to the
minimum benefit provision) is shown by sex, marital
status, relative ages of the spouses, and availability of
spousal earnings information in table 7. The array of
the married subgroups into those cases where the mini-
mum benefit recipient is the older spouse and those
where the recipient is the younger spouse is significant
because, as noted earlier, in some cases (81 percent of
the married men and 32 percent of the married women),
the minimum benefit recipient became entitled before
the other spouse was eligible for retirement benefits. In
most of those cases, the minimum benefit recipient will
eventually become eligible for a larger benefit as a
spouse (or widow). Consequently, elimination of the
minimum benefit provision will cause a temporary
reduction in the monthly benefit payable, but not
necessarily a permanent reduction. The PIA’s for the
not-yet-eligible younger spouses were calculated for the
purposes of this table by assuming that they became
disabled in November 1981. In fact, three sgouses of
beneficiaries in the sample were already receiving
disabled-worker benefits before age 62, and, conse-
quently, those three study-group members were immedi-
ately eligible for spouse’s benefits. In those cases, the
actual PIA’s were used.

The next two tables compare monthly benefit
amounts, both with and without regard to the minimum
benefit provision. For the purposes of these tables, dual
entitlement was considered only in those cases where the
spouse was immediately eligible for a primary benefit
and where the spouse’s earnings were available. In those

Table 7.—Newly awarded minimum benefit recipients,
by sex, marital status, age, availability of spouse’s
earnings, and average primary insurance amount (PIA)

Average PIA of —
Minimum benefit
ftem Number recipient Spouse
Total................... 165 S99.46 | ...
Men ... .o 18 10743 L
Unmarried . ... ............ .. 2 84.75 b Lo
Married . ... ... L i6 o026 oL
Minimum benefit recipient older
than spouse:
Spouse’s earnings available . . 8 111.47 $179.79
Spouse's earnings not
available .......... ... . s 1490 1 Lo
Spouse of minimum benefit re-
cipient older than recipient:
Spouse’s earnings available. . 3 99.30 221.93
Spouse’s earnings not
available ... ........... 0 L
Women. .................. 147 98.49 | L.
Unmarried . ................. Il 0482 | ..o
Married .. ......... ... . ... 136 9797 ...
Minimum benefit recipient older
than spouse:
Spouse’s earnings available. . 30 97.48 516.57
Spouse’s earnings not
available . ............. 14 9319 | o
Spouse of minimum benefit re
cipient older than recipient:
Spouse’s earnings available. . 87 98.45 $12.73
Spouse’s earnings not
available .. ............ s 10596 ...,

cases where the study-group member was eligible for a
spouse’s benefit but entitlement had not occurred for
voluntary reasons such as delayed retirement on the part
of the spouse, the resulting temporary reduction in
benefits was disregarded. In those cases where imme-
diate dual entitlement was not possible, generally be-
cause of the age of the spouse, the resulting benefit
reduction was reflected, although it may eventually dis-
appear when dual entitlement occurs. As noted earlier,
however, such dual entitlement is not a certainty. Fi-
nally, in those cases where dual entitlement was possible
but the spouse’s earnings record was unavailable,
monthly benefits were computed as though dual entitle-
ment were not possible. Consequently, reductions in
benefit amounts are shown for such cases.

It should be noted that in those cases where the
spouse was still working, the computed PIA of such
spouse and, thus, the computed spouse’s benefit of the
study-group member may change in the future as a re-
sult of the spouse’s future earnings, which could either
raise or lower the spouse’s benefit relative to the pri-
mary benefit of the study-group member. These
changes, in turn, can affect the amount of any reduction
in monthly benefits payable. Therefore, it is not possi-
ble to determine precisely ultimate monthly benefits
even in the better-documented cases, although there is
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no reason to suspect that a bias is introduced by using
only earnings to date.

Table 8 presents the distribution by initial monthly
benefit amount, both with and without regard to the
minimum benefit provision, for the cases in the sample.
This table (and the following one) is based on monthly
benefit amounts rather than PIA’s. In other words, it
includes the effects of both dual entitiement (when pos-
sible immediately) and the reduction factors that apply
to both primary and spouse’s benefits when entitlement
occurs before age 65.

Before the 1981 legislation, a person could become
entitled to a benefit for the first month in which he or
she became eligible (that is, met the age, insured-status,
and any other legal-status requirements). Under Public
Law 97-35, however, a person cannot become entitled
to a benefit unless he or she is eligible throughout the
entire month. The procedure for determining reduction
factors for age was not changed. Therefore, the impact
of this provision on those desiring to become entitled at
the earliest possible time is that they must wait a month
to receive benefits (unless they attain age 62 on the first
day of the month), but they have 1 less month of reduc-
tion for age and, consequently, a slightly larger monthly
benefit.

Most persons in the sample attained age 62 in Novem-
ber 1981, became entitled in December, and had PIA’s
of $135.70. Because the actuarial reduction factor for
entitlement at age 62 years and 1 month is 19.44 percent,
the primary monthly benefit payable was $109.40 in

Table 8.—Number and percentage distribution, by ini-
tial monthly benefit amount

With minimum benefit Without minimum benetit
provision applicable provision applicable
Benefit Number of Percent Number of Percent
amount beneficiaries | of sample | beneficiaries of sample
Total .. .... 165 100.0 165 100.0
$0-$40.00 .. .. .. 1) ) 0 0
$40.10-$50.00. .. ) ) 2 1.2
$50.10-560.00 . . . ) ) 10 6.1
$60.10-$70.00 . . . 1) 1 12 7.3
$70.10-$80.00 . .. ) ) 14 8.5
$80.10-890.00. . . ) ) 1t 6.7
$90.10-5100.00 . . th m 15 9.1
$100.10-8110.00 . 82 49.7 18 10.9
$110.10-%$120.00 . 2 1.2 3 1.8
$120.10-$140.00 . 7 4.2 7 4.2
$140.10-$160.00 . 6 3.6 3 3.0
$160.10-$180.00 . S 3.0 7 4.2
$180.10-$210.00 . 19 11.5 17 10.3
$210.10-$240.00 . 20 12.1 23 13.9
$240.10-$270.00 . 18 10.9 15 9.1
$270.10-%300.00 . 6 3.6 6 3.6
$300.10 or more. . 0 0 0 0

! No monthly benefit amount less than $108.60 was possible for this group
(see top of second column of this page).

2 The average monthly benefit amount was $196.21 for 93 persons with im-
mediate dual-entitlement eligibility after elimination of the minimum benefit
provision; it was $81.76 for 72 persons without such eligibility.

nearly every case. The smallest amount that could ac-
tually have been payable—$108.60—was for those who
attained age 62 on the first day of the month and who
therefore had a 20-percent reduction factor applied. The
amounts in table 8 that are larger than $109.40 are all
for cases involving dual entitlement to larger spouse’s
benefits.

Without regard to the minimum benefit provision,
none of the sample cases would have received month-
received much larger benefits. The average benefit ac-
tually payable was $160.59 per month, whereas, if the
minimum benefit provision had not been applicable, it
would have been $146.27, or a reduction of 8.9 percent.
For those beneficiaries with immediate dual-entitlement
eligibility, the average benefit payable was $200.22.
Without the minimum benefit provision, it would have
been $196.21, or a reduction of 2.0 percent. If only
beneficiaries without immediate dual-entitlement eligi-
bility are considered, the corresponding figures are
$109.40 and $81.76—a reduction of 25.3 percent.

Table 9 presents the distribution of reductions in ini-
tial monthly benefits, assuming elimination of the mini-
mum benefit provision. Slightly more than half (56
percent) of the persons in the sample had reductions
ranging from zero to $5.00; about 7 percent had reduc-
tions of $50.00 or more. If only beneficiaries without
immediate dual-entitlement eligibility are considered,
the average reduction in the monthly benefit amount

Table 9.—Number and percentage distribution, by ini-
tial reduction in monthly benefits !

Reduced benetit Number of Percent of
amount beneficiaries sample

Total. . ... .o 165 100.0
Noreduction ... i 27 4.2
$0-81.00 ...t 25 15.2
$1.10-82.00 . ... ... . ool 27 16.4
$2.10-83.00 .. ... 19 11.5
$3.10-84.00 . ... .. 10 . 6.1
$4.10-S5.00 . ... .o L 5 3.0
$5.10-810.00 .. ... ... 8 4.8
$10.10-815.00 ... ... ... ... ... 11 6.7
$15.10-820.00 ... ... ... . L 5 3.0
$20.10-830.00 ... ... oL 10 6.1
$30.10-840.00 ...... ... ... ... ... 14 8.5
$40.10-850.00 . ... ... .. ... ... 12 7.3
$50.10-%60.00 .. .. ... ............. 10 6.1
$60.10-3$70.00 ...... ... ... ... . ... 2 1.2
$70.100rmore. ... 0 0

Average reduction. .. ............ 3§14.32

I Assuming that the elimination of the minimum benefit provision applied to
this sample.

2 Includes 5 persons for whom the minimum benefit provision would con-
tinue to apply because of the special exemption for persons under a vow of
poverty and 2 persons for whom, after rounding to multiples of $0.10, the bene-
fit amount would not be reduced.

3 The average reduction was $4.01 for 93 persons with immediate dual-en-
titlement eligibility after elimination of the minimum benefit provision; it was
$27.64 for 72 persons without such eligibility.
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was $27.64. Many of these persons, as noted earlier,
may become dually entitled to larger auxiliary benefits
at some time, although this is not a certainty. In addi-
tion, income from non-OASDI programs (usually of a
welfare type) is not considered here.

Table 10 presents the distribution by reason for re-
ceipt of a minimum PIA. Although Federal privacy
regulations prevented the direct questioning of these
beneficiaries to determine the cause of their very low or
irregular lifetime earnings, certain evidence was avail-
able in the applications for benefits, either as answers to
required questions or as voluntarily self-reported infor-
mation. Some beneficiaries could conceivably have fal-
len into more than one of the categories listed in table
10; in such cases, only the category that best described
the particular beneficiary was used.

By far the largest single group, which contained 129
members and 78 percent of the sample, was made up of
housewives. These persons, all married women, had
very limited attachment to the labor force, sometimes
just barely enough to have been insured at all for a pri-
mary benefit and sometimes with no covered work re-
ported since World War II. In many of these cases, the
husband was—or would eventually become—eligible
for a much larger PIA, and this would likely result in
the study-group member receiving a larger benefit as a
spouse than as a primary beneficiary.

The sample contained 17 persons (10 percent) with
significant periods of noncovered employment (includ-
ing those with Federal civilian and noncovered State and
local government service). For most of these persons,
the regular minimum benefit represented a large wind-
fall that had been a subject of congressional debate for
many years. Even the formula benefits that will be pay-
able to such persons after elimination of the regular
minimum benefit provision reflect unduly favorable
treatment, because the OASDI weighted benefit for-
mula provides larger relative benefits to low earners,
and workers with significant periods of noncovered em-
ployment usually appear to be low earners, insofar as
covered earnings are concerned.

Five persons in the sample (3 percent) were nuns un-
der a vow of poverty. As discusssed ecarlier, these
persons had not been covered for Social Security pur-
poses long enough to have sufficient earnings to warrant
a larger formula benefit. All such persons attaining age
62 before 1992 were exempted from the elimination of
the minimum benefit provision.

Table 10.—Number and percentage distribution of re-
cipients of the minimum primary insurance amount, by
reason for receipt

Reason for receipt of Number of Percent of

minimum benefit beneficiaries sample

Total. ... 165 100.0
Housewife ... ....... ... ... ... 129 78.2
Federal civil service employment .. ... .. 14 8.5
State and local noncovered employment . . 3 1.8
Vowoflpoverty. .................... s 3.0
SSldisability ......... .. ... ... .. 4 2.4
Unknown ............ ... ... . ... 10 6.1

Four study-group members (2.4 percent of the sam-
ple) were already receiving SSI disability payments at
age 62. Elimination of the minimum benefit provision
would have no effect on such individuals, although the
proportion of their benefits paid by the OASI Trust
Fund would be somewhat smaller. These persons were
apparently ineligible for disabled-worker benefits under
the Social Security program (which uses the same defini-
tion of disability as does the SSI program), and yet they
were fully insured. They obviously had been unable to
meet the recency-of-work test for disability-insured
status, which generally requires 20 quarters of coverage
in the 40 quarters ending with the quarter in which the
disability began. Finally, for 10 persons, who represent-
ed 6 percent of the sample, the cause of their very low or
irregular lifetime earnings histories could not be deter-
mined.

It should be noted that a similar analysis of minimum
benefit recipients (or persons who would have been
minimum benefit recipients under previous law) con-
ducted at a higher age than 62 would probably reveal a
somewhat higher proportion of workers in noncovered
employment. Some such workers continue to work be-
yond their initial eligibility for OASDI benefits because
such benefits would be entirely or partiaily withheld as a
result of the earnings test, under which $1 of benefits is
lost for each $2 of earnings (including noncovered earn-
ings) in excess of a specific amount ($4,440 in 1982 for
those under age 65). The sample considered in this study
consists entirely of persons who became eligible and
filed for benefits at age 62 (or as soon as possible there-
after). As a consequence, the sample is skewed some-
what toward persons without recent earnings.
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