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Chart 1—Social Security Benefit Increase

Present Law

Under a provision enacted last year, social security benefits will be
increased automatically as the cost of living rises. In general, the law
provides that each January benefits will be increased provided that
the Consumer Price Index has risen by at least 3 percent over the
base period which ended in the preceding year. Under the law, the
base period is from the second calendar quarter of one year through
the second calendar quarter of the following year. The first of these
automatic increases will occur in January 1975.

Public Law 93-66, enacted this past July, provides for a temporary
5.9 percent increase in the benefits payable for the period June through
December 1973, This 5.9 percent increase represents an early down
payment on the automatic cost-of-living benefit increase which will
ocour January 1975. Current estimates indicate that the January 1975
increase will be about 11.5 percent; the second automatic increase
will be about 4 percent, effective for January 1976.

Finance Committee Proposal

The Finance Committee has proposed an amendment to H.R. 3153
which would substitute a 7 percent temporary benefit increase for the 5.9
percent increase %woiama in present law; thisincrease would be effective
in the month of enactment (assumed to be November 1973) rather
than June 1974. Like the 5.9 percent increase, the 7 percent Increase
would be & down payment on the 11.5 percent automatic increase
mbﬁ&ﬂmﬂma for January 1975. And as under present law, it is expected
that there would be & 4 percent cost-of-living increase for January
1976.

Ways and Means Committee Bill

The Ways and Means Committee bill would provide a benefit
increases in two steps. The first step would be a three-month, 7 percent
increase in the dollar amounts payable for March through May. This
would be followed by a second increase to bring the payments starting
for June 1974 up to 11 percent more than present benefit levels.

The automatic cost-of-living benefit ncrease provisions would be
chaneed in two ways. First, the period for measuring the increase
would be shifted so that the rise in the cost of living would be measured
from the first quarter of one year through the first @smﬁ_mw of the
following year. Second, the increase would be effective for the month
of June mﬁ. the same year, rather than for the January of the following
year, Special transitional provisions would apply to the first such
increase so that it would be based on the rise in the cost of living over
a 9 month period rather than over & full year. Thus the first automatic
increase would be an estimated 3.1 percent effective for June 1975,
and would be followed by a second increase of an estimated 3.1 percent
effective for June 1976.

(2)
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Chart 2—Financing Provisions

Finance Committee Proposal

The Finance Committee proposal for a 7 percent increase in social
security benefits would make no change in the financing provisions of
present law because the one-time temporary increase does not have a
significant effect on the long-range cost of the program.

Ways and Means Committee Bill

The Ways and Means Committee bill, which makes permanent
changes in the benefit structure, modifies the financing of the ﬂ.omapnn
both to meet the additional costs of the bill and to improve the long-
range actuarial status of the program. Under the bill, the tax base
offootive for 1974 and later years would be increased by $600 more
than it would be under present law. Thus the base would rise to
$13,200 on January 1, 1974, rather than to $12,600 as under present
law. Under the automatic increase provisions in present law, addi-
tional increases are expected in 1975, 1976, and 1977 so that by
January 1, 1977, the base will be $15,900 rather than the $15,300
estimated under present law.

The Ways and Means Committee bill changes the social security
tax scheduls in two ways. In the period from 1074 through 1980
there would be no increase in the total social mmﬁiaw tax rate. How-
ever, for the period from 1974 through 1977 the OASDI taxes would
be increased by an additional 0.10 percent and in the period from 1978
through 1980 by 0.15 percent. lhese increages would be offset by
identical decreases in the hospital insurance tax rates. In subsequent
years, total tax rates would be increased, by an additional 0.15 percent
In the years from 1981 through 1985, by 0.20 percent in the years
from 1986 through 2010, and by 0.15 percent in 2011 and thereafter.

(4)
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CHART 2
Financing Provisions
1. TAXABLE WAGES
1973 #0800
1974 12600
1975 13500
1976 #4400 15000
1977 5300 15900

2 TOTAL EMPLOYEE TAX RATES

19741977 5.85%  585% (040% shifted
from Medicaretocash.
benefit trust funds)

6.05% (045% shifted)
6.30%
6.45%
7.45%

Ways and
Means Gom

$0.800
13,200
14 100

1978-1980
1981-1985  6.15%
1986-2010  6.25%

201 and 7.30%
after

6.05%



Chart 3—Other E.oa.mmonm of H.R. 11333

Special Minimum Social Security Payment

Present law provides a special minimum payment for people who
have worked for relatively low wages for long periods of time; this
special minimum payment is not increased when automatic cost-of-
living benefits increases occur. The Ways and Means Committee bill
increases from $8.50 to $9.00 the amount payable under this rovision
for each year of coverage between 10 years and 30 years. Thus the
highest minimum payment would be increased, effective March 1974,
from $170 & month to $180 a month for workers with 30 or more years
of coverage.

Supplemental Seeurity Income (SS1) : “

Under present law, SSI payments to needy aged, blind, and disabled
people would be $130 a month for an individual with no other income
and $195 for such an individual and spouse from January 1974 (when
the program begins) through June 1974. A provision o Public Law
93-66 increased these payments starting in July 1974 to $140 for an
individual and to $210 for a couple. The Ways and Means Committee
bill moves the July 1974 increase forward to Wwﬁd%% 1974 and provides
for an additional increase effective in July 1974. This further increase
will result in a $146 payment level for individuals and $219 for couples.

The Department of Health, Education, end Welfare estimates that
the higher SSI payment levels will cost an additional $215 million in
fiscal year 1974 and $250 million in fiscal year 1975.

1f no other change were made in the law, States that supplement
Federal SSI payments and that wish to pags along the SSI increase
to Tecipients would have to do so entirely at State expense. The Ways
anid Means Committee bill permits States during the 12 months of
calenidar year 1974 to increase the level to which they will supplement’
on the pﬁupﬂm by $10 for an individual and $15 for a couple—without
decreasing the amount they may be reimbursed by the Federal
government under the savings clause in the law. This provision will

cost an estimated $100 million in fiscal year 1975.
(6}
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mm:::mﬂ% of the Ways and Means Committee Bill

The bill reported by the Committee on Ways and Means would
make the following changes in the social security program:

1. A special benefit increase of 79 would be provided effective for,
and limited to, the 3-month period March-May 1974. This increase
would be similar to the ‘‘down payment’” approach represented by the
special benefit increase of 5.99% effective June 1974 that is provided
under present law (P.L. 93-66). The 79, increase provided in the
bill would be computed by applying 7% to the actual monthly
benefit that would have been payable for 1974 under present law. This
computation procedure Soc_% not take into account all the complex
fechnical refinements, required for accurate benefit calculations,
that were introduced into the law as a result of P.L.. 92-603 and prior
amendments.

“Eftéctive Juhie 1974, a beneéfit increase of 119, would be provided,
figured on the benefit rates in effect prior to March 1974 and not on
top of the 79, special benefit increase. This increase would be a
“permanent’” increase, in contrast to the “down payment’” approach
represented by the 79, special benefit increase.

he 119, benefit increase, and =ull benefitrincreases thereafter under
the automatic increase provisions, would be accurately computed,
taking into account all the complex technical refinements in the law.,

2. The earnings base effective January 1, 1974, would be raised
from $12,600, scheduled in present law, to $13,200.

3. The automatic increase provisions would be modified so that
the- first: ‘possible-automatic -benefit. increase would be effective for
June 1975 and the amount of such; jncrease would be determined by
the percentage increase in average CPI from the April-June 1974 base
quarter through the January-March 1975 closing quarter. It is esti-
mated that the amount of such increase would be 3.1%.

After the first automatic benefit increase, the provisions would
operate as under present law except that the base quarter would
become the first calendar quarter of a year instead of the second such

uarter and the effective month of the increase would be the following
mswm instead of the following January.

The earnings base and the annual exempt amount under the retire-
ment test would be automatically increased at the beginning of the
year following the year in which an automatic benefit increase becomes
effective. The 119, permanent benefit increase will be deemed in
legislation to be an automatic benefit increase for the purpose of
triggering an earnings base increase and an exempt amount increase
on January 1, 1975.

4. The schedule of contribution rates for the OASDI and HI sys-
tems would be modified. Under the modified schedule, the total
QASDHI contribution rate for employers and employees, each, during
the period 1974-80 would be the same as under present law, but the
HI portion of the total rate would be reduced somewhat and the
OASDI rate increased by a corresponding amount. Thereafter, the
total rate would be higher than under present law.

(10)
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The bill would alse make the following changes in the:supplemental
security income {(SS]) program whichi is to:go intq effect in January
1974, replacing the; present Federal:State! assistance :programs for
the aged, blind and disabled: i R _”

L. An increase in 8SI payment levels from $130;to $140 for an in-
dividual and $195 to $210 for a couple, effective January, 1974 and
a further increase to $146 for an individual and $219 for a couple,
effective for July, 1974. It is estimated that as a result of these changes
that the additional costs for the SSI payments would be $215 million
in FY 1974 and $250 million in FY 1975, . .

2. In addition, the bill provides that for the purposes of State
supplementation, the States may in¢rease; their adjusted payment
levels by the amount of the January increase, but for one year. If the
States which supplement and reach the hold harmless'level were to
take advantage of this increase, there would be no additional cost
over the present estimates for fiscal year 1974, However, without this
provision there would have been savings ¢n Federal hold-harmless
costs in K'Y 1974. There would be an increased cast of $100 million
for fiscal year 1975, since the savings caused by the $140/210 payment
level had been anticipated in the previous fiscal year 1975 estimates.

i i
g : i t
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TABLE 1.—Social security tax rates e
[In percent]
QASDI Hi | Total
Present law Ways and Present law “Ways and Present law Ways and
i i Mea d F ce ans
Calendar years aggrf\wl?t?gg Com?:ﬂ'l?tatgg ag?)rfllrﬂ?tr’:g Comm?‘l?tgg a-?}om':':iai?ee 'Ccmmlttee..
Employer-employee, each
197400 1977 . . v comr e s .85 1.00 0.90 '_5._85 5.85
197810 1980............. S 4.80 4 1.25 _1.10 6.05 ggg
1981 1@ 198D, ... cunmvmimsiin - 4.80 1.3 1.35 6.15 i
19861t02010................ 4.80 5 1.45 1.50 6.25 7.45
2011 andafter............... 5.85 1.45 1.50 7.30 :
Self-employed
' o S e 7.00 7.00 100 090 8.00 7.90
%g;g %g 1985 ................ 7.00 7.00 1.25 1.10 8.25 8%’2
19815t0 198 . ... .ccvvunsansy .0 .00 1.35 1.35 8.35 8. >
19860 2000, .. ..o s 7.00 .00 1.45 1.50 845 gg(}
2011 and after............... 7.00 .00 1.45 1.50 8.45 LK
< 3 ' < s o« X ! [} & ¥ “ .

TABLE 2 Beneftt increases and changes in the eammgs base and retirement test under present law, the Finance

Committee bill and the Ways

and Means Committee bill

General benefit increase (percent)

Contribution and benefit base

Annual exempt

Ways and Ways and amount under

s Finance Means . Finance Means the retirement

Year Present law Committee bill Committee biil Present !aw Committee bill Committee bill test!
Special increases?

12 s e S 2.2 SR LT 0 $10,800 $10,800 $10,800 $2,100
1974 ............ L5 T 7.0 12,600 12,600 13,200 2,400
Permanent increases? | : -

12 7 e S S B S 11.0 12,600 12,600 13,200 2,400
L N 11.5 11.5 3.1 13,500 13,500 14,100 2,520
1976, ..o .. 4.0 4.0 3.1 14,400 14,400 15,000 2,640
1977 ... vivenes 3.0 Bl e b a 15,300 15,300 15,900 2,880
1978.. ... T 5.8 15,300 15,300 15,900 2,880

1 Amounts are the same under present law and under both com-
mittee bills.

3 Under present law, as modified by Public Law 93-66, the special
benefit increase of 5.9 percent is effective for June-December 1974;
under the Finance Committee hill, the special benefit increase of 7
percent is effective from the month of enactment through December
1974; under the Ways and Means Committee bill, the special benefit
increase of 7 percent is effective for March-May 1974.

3 The first permanent benefit increase (11.5 percent under present
law and the Finance Committee bill and 11 percent under the Ways
and Means Committee bill) will be figured on the benefit rates now in
effect and not on top of the special benefit increase (5.9 percent
under present law and 7 percent under the two committee bills).
Permanent benefit increases under present law and under the
Finance Committee bill, become effective for January of the stated
year; under the Waysand Means Committee bill they become effective
for June.

a1
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TABLE 3.—Effect of benefit increase on monthly social security
; benefits for selected beneficiary groups

L
=4

Average monthly amount—

Before 7- After 7- After 11-
percent percent percent
Beneficiary group increase  increase increase
1. Average monthly family benefits:
Retired worker alone (no de-
pendents receiving benefits). $162 $173 $181
Retired worker and aged wife, _
both receiving benefits....... 277 296 310

Disabled worker alone (no de:
pendents receiving benefits). 179 191 199
Disabled worker, wife, and 1

or more children............ 363 388 403
%ma widow alone. ............. 158 169 177
idowed motherand 2 children 390 417 433
2. Average  monthly individual i
benefits:

All retired workers (with or

without dependents also re-

ommi:w benefits}...... s 167 178 186
All disabled workers (with or

without dependents also re-

ceiving benefits). ............ 184 197 206

15

TABLE 4.—Start of year trust fund assets as percentage of
expenditures for the year

[In percent]

CASDI HI

o e
Finance Means Finance Means
Present _._,_n_“mwm om:._. P - OOB.
Calendar year law bill o _umm_m_ _.wmﬂ..m:,“ _.::"mm B_ﬁmmm

1973..... R 80 80 80 36
{15 77 O - 75 72 72 64 mm mm
(12 7 70 67 68 83 83 74
e 64 61 64 95 95 78
2o A : 59 56 63 103 103 77
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TABLE 5.—0ld-age, survivors, and disability insurance. system:
Progress of the OASI and DI trust funds, combined under present
law and under the system as it would be modified by the Finance

Committee bill and by the Ways and Means Committee bill,
calendar years 1973-77
[In bittions]
Income Qutgo ;
Ways - Ways-
.. and - and
Finance Means Finance Means.
Com- Com- Com- Com-
Present mittee - mittee Present mittee mittee
Calendar year law bill bill law bill - bill
| e (7 S R e $54.8 $54.8 $54.8 $53.4 $53.4 $53.4
i1 T R 61.4 614 63.1 589 61.3 61.2
1975 ... o sivan 665 66.2 ' 685 66.6 66.5 67.6
VOB sesuss 906 722 748 727 725 731
197 ittt 78.4 78.0 809 785 78.3 77.8
Net increase in funds Assets, end of year .
 Ways . Ways
and and
Finance Means Finance Means
Com- Com- Com- Com-
Present mittee mittee Present mittee mittee
Calendar year law , bill bill law bill . bil|
1998, o i 514 $L4 §$14 $44.2 $44.2 $44.2
TOTA ek 2 0.1 19 46.8 -44.3 . 46.
L2 75 AP —-0.1 —-0.3 0.8 46.7 44.1 46.9
1976........ —— Aw —-0.2 1.7 46.6 439 48.6
2 17 7 R —-0.2 =03 3.1 465 435 51.7

1 Qutgo exceeds income by less than $50 million.
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TABLE 6.—Hospital insurance: Progress of the hospital insurance

frust fund under present law and the Finance Committee bill and
under the system as it would be modified by the Ways and Means

Committee bill, calendar years 1973-77
[In billions]

Income

Present law and

Finance Com- Ways and Means

Outgo (same under
present law and
Ways and Means

Calendar year mittee bill Committee bitll Committee bill)
oo B CRD
i 151 153 %

Net increase in funds Assets, end of year
cancer_ and Tl et R el
R ¥23 %2 e
1OF8 ... ..% 2.8 s 5578 12.4 10.1
179, 53 65 173 153
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TABLE 7.—Changes in actuarial balance of the old-ag
and disability insurance system expressed in terms o
average cost as percent of taxable payroll, by typ

range nw\:mah.o cost estimates, present law an

Means Committee bill

[In percent]

e, Survivors,
f estimated
¢ of change, long-
d the Ways and

—

ltem OASI (]| Totali
Actuarial balance under present =17 —0.48 —0.28 —-0.76-
$13,200 earnings base in 1974, . ceesansnnns +.04 +.01 +.05
Benefit increase and change in automatics... —.04 (1) —.04
Revised tax schedlie. . ..coruereeniininiarnres +.05 —.19 +.24.
Total effect of change in bill.....ovivermeries +.05 +.20 +.25
Actuarial balance under Dill.coocoereinnrees —.43 —,08 —.51

1 Less than 0.005.
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