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U.S. DEPARTMENT OF

HEALTH, EDUCATION, AND WELFARE
SOCIAL SECURITY ADMINISTRATION

SOME MATHEMATICAL ASPECTS OF THE
SOCIAL SECURITY AMENDMENTS IN PUBLIC LAW 93-66

By Albert Rettig and Orlo R. Nichols
Office of the Actuary

The Social Security Amendments in
Public Law 93-66, passed on July 9, 1973,
provided for a 5.9% increase in Social
Security benefits and changed the earnings
base in 1974 from $12,000 to $12,600. The
increased benefits will be effective for June
1974——to be first reflected in the July 3, 1974
checks and will be made to all beneficiaries on
the rolls—except those based on the special-
minimum benefit provision. The amount of
increase, 5.9%, was determined as the in-
crease in CPI from June 1972 to June 1973.
This increase in benefits is only temporary
and will be replaced by the automatic in-
crease scheduled for January 1975, which
will be based on the increase in the CPI from
the third quarter of 1972 to the second
quarter of 1974.

Tables 1A and 1B show the amount of
monthly family benefits payable under the
Old-Age, Survivors, and Disability Insurance
(OASDI) System to various types of families
for each Average Monthly Wage (AMW)
interval. The monthly benefit for each kind
of beneficiary is determined as the appropri-
ate percentage, as specified in the law, of
the Primary Insurance Amount (PIA). The
PIA in the benefit table, effective for June
1974 through December 1974, is based ap-
proximately on the following formula:

114.38 percent of the first $110 of AMW

plus,

41.61 percent of the next $290 of AMW
plus,

38.88 percent of the next $150 of AMW
plus,

4570 percent of the next $100 of AMW
plus,
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25.42 percent of the next $100 of AMW
plus,

21.18 percent of the next $250 of AMW
plus,

20.00 percent of the next $50 of AMW,
subject to a minimum PIA of
$89.50.

The above PIA is payable to workers who
retire at age 65 or who become disabled
before age 65. Workers are eligible to a
delayed retirement increment if they are not
entitled to an actuarially reduced benefit.
This increment is equal to 14, of 1 percent
for each month for which they do not re-
ceive a benefit beginning with the month of
attainment of age 65 or after December
1970, if later, and before the month of at-
tainment of age 72.

Retired workers can receive retirement
benefits as early as age 62 subject to a
permanent reduction of 5 of 1 percent of
the PIA, for each month under age 65 for
which they are entitled to receive benefits.
At age 62 the monthly benefits are equivalent
to 80 percent of PIA. The amount of this
reduction (or of any other reduction) is
rounded to the next lower multiple of 10
cents, if it is not an exact multiple of 10
cents.

Wives (or dependent husbands) of retired
workers are eligible to receive benefits
equivalent to 50 percent of PIA if they start
receiving them at age 65 or later. These bene-
fits, which can be claimed as early as age 62,
are subject to a permanent reduction of
254, of 1 percent for each month in which
they are elected before age 65. At age 62, the
monthly benefits are equivalent to 3714 per-



cent of PIA. No reduction applies in the case
of a wife who is caring for a child entitled to
benefits unless the child is a student bene-
ficiary.

Each dependent unmarried child of a re-
tired, disabled, or deceased worker, under age
18 or student beneficiary (full-time student
to the end of the semester in which he
attains age 22) or a disabled child beneficiary
who is over age 18 and who became disabled
hefore age 22, is eligible for monthly benefits
equivalent to 50 percent of his parent’s PIA
in the case of retired or disabled workers or
75 percent of his parent’s PIA in the case of
deceased workers.

Widows (or dependent widowers) of de-
ceased workers are eligible for benefits
equivalent to 100 percent of PIA if they
start receiving them at age 65 or later and
if their husbands (or wives) did not receive
reduced retirement benefits. Reduced bene-
fits are payable as early as age 60, but for
those widows or widowers who are disabled
it could be as early as age 50. These benefits,
if claimed at ages 60-64, are subject to a
permanent reduction of 19, of 1 percent
for each month before age 65 that the widow
or widower claims benefits. For ages under
60, the reduction is equivalent to 4354, of 1
percent per month. However, widows or
widowers aged 62 or over, of spouses who
were receiving reduced benefits are entitled
to the larger of (a) the amount that the
spouse would have been receiving or (b)
82.5 percent of PIA, except that a sole
survivor entitled at age 62 or over should
receive a benefit of at least $89.50. A widow
who is caring for a child beneficiary (other
than a student beneficiary) is eligible for a
benefit of 75 percent of PIA. A parent of a
deceased worker aged 62 and over is eligible
to receive a benefit equivalent to 82.5% of
the deceased worker’s PIA if there is only one
parent or 75 percent to each parent if there
are two parents.

The lump-sum death payment payable upon
the primary beneficiary’s death is $255.

The Maximum Family Benefit (MFB) is
based aproximately on the following formula:

For AMW’'s under $628 the MFB is
equivalent to

111.8 percent of the first $436 of AMW,
plus
55.9 percent of the next $191 of AMW
subject to a minimum of 150
percent of PIA.

For AMW’s of $628 or more, the MFB is
1.75 times PIA.

As shown in Table 2, the MFB increases
from 150 percent of PIA at the low
AMW?’s, to a maximum of 188 percent
of PIA at $436 of AMW, and then de-
creases to 175 percent of PIA for AMW’s
of $628 or more.

In determining the amount of the Monthly
Family Benefits that are payable, it is first
necessary to compute separately, the benefit
for each entitled beneficiary in the family,
rounding each benefit to the next higher
multiple of 10 cents, if it is not an exact
multiple of 10 cents. The individual benefits
are then added to arrive at a total family
amount. However, if this total family amount
is greater than the maximum family benefit
shown in the benefit table, the amount paid
to each beneficiary (excluding the worker)
must be reduced proportionately, again
rounding to the next higher multiple of 10
cents.

Table 3 shows the effective earnings base
and contribution rates for emplovee, em-
ployer, self-employed for the OASDHI Sys-
tem for 1974. Table 4 shows the effective
maximum contributions that would be paid
by a worker.

Special monthly benefits are payable to
long-term workers. These benefits are equiva-
lent to $8.50 for each year of covered employ-
ment in excess of 10 years, subject to a
maximum of $170 per month for 30 or more
years. For less than 21 years, the worker
would receive a minimum benefit of $89.50,
since the formula for the special minimum
produces less than the regular minimum.

Effective for January 1, 1974, the amount
of permissible annual earnings for retired
workers, their dependents or survivors, all
under age 72, for which no benefits are with-
held is $2,400. For all earnings over $2,400,
menthly benefits are reduced $1 for each $2
of earnings. This exempt earnings amount
of $2,400 will be adjusted after 1974, accord-
ing to increases in average earnings.



The maximum old-age monthly benefit for
those retiring between January 1974 and
prior to June 1974, is $274.60' for a male
worker and $284.90' for a female worker.
Effective for June 1974, these benefits will be

increased to $290.90 and $301.80 for male and
female workers, respectively.

1 These values do not include any delayed retirement

mcrements and assume no period of disability.
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Table 2

RELATIONSHIPS AMONG AMW, PIA, AND MFB
FOR SELECTED AMW'S

PlA as % MFB as % MFB as %

AMW of AMW of PIA of AMW
$ 76 118 150 177
100 115 150 173
150 a5 150 ; 142
200 82 150 123
250 74 153 113
300 68 164 112
350 65 174 112
400 62 182 113
436 60 188 112
450 59 187 110
500 ' 57 183 105
550 56 181 101
600 55 177 97
650 B4 175 94
700 52 175 91
750 50 175 88
800 48 175 84
850 47 175 82
900 45 175 79
950 44 175 77
1000 43 175 75
1050 42 175 73

Tahle 3

EFFECTIVE EARNINGS BASE AND CONTRIBUTION RATE
PUBLIC LAW 93-66

Annual Contribution rate (percent)

Calendar Earnings Employer and employee
Year Base each Self-employed
Total 0ASDI _HI Total OASDI HI
1974 $12,600 5.85 4.85 1.0 8.0 7.0 1.0
Table 4

EFFECTIVE MAXIMUM CONTRIBUTION

Calendar Employer and employee
Year each Self-employed
Total OASDI HI Total OASD! Hi

1974 $737.10 $611.10 $126.00 $1,008.00 $882.00 $126.00
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