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I. THE PRESENT RETIREMENT TEST

Social Sc·liurity leineticiairie.s under age 7i2 have their benefits re-
lut.ie whiln their arnings exceed certain limits. This is the '-o-called
"rt.ti'rtll'ent i-t." or "work 'lau.i-,* or "'earnings limitation." or
"Ia:rlinI. t.-tI" of the O(ld-Age. Survivors. and Disability Insurance
O).\Al )I) -Y-teml e-.tabli-hed lby tihe Social Security Act. Present

l;it 'pr 'ii I I ilci.ti'iari.- aige l(;., ani( over to have higlier ulnnual earn-
iu11- wvilit l,,.)11 - of i.l .tit.. thnn lan indiividual under (.5. With that one
major exception, the other aspects of the test are applied equally to
Iw'-,t i-l leit' ia'rl i- u1nldei rage 72.

Annual Earnings Limitations

In ani"y year. eac'h lbe!eficiary under age 72 (except di.-abled workers
Sand;j dli-aled Ph( .lillreni of retired. di:albled. or deceased workers-to

w\1I lll ti.1 t- t i- lt ajdppl iabl ) 11cal il t*i .ernI ul anll iont des'cril-ed in the
law for I hal year wit ihlt any rlteducti ot in )benefits. If at beneficiary
exct'ds tl hisi-. xl:ept amount. his Iblneits will I, reduced liv .1 for e ery

'_ of :1133Lal eari.ilngls al)ove, that eXetllit anllont. The poit at which
a pert.ron. darlingss are -o great tllit lit will T'receie 11o IKnnfits is re-
ferred to s tilthe overall earning.- limit. Thi- limit will vary in relation
to the amiltoillt of benefits t h which :a rker and his family are other-
wiu entitle d.

For W1.i.4. tle exellipt :luloulnt for an individual under (1. is .•37.T7
indi tl his amII(ouIunt will iN' crea.-ed eac. h Viyeal ill proportion to tiie rise in

average I.artinli- taxed for e.-oial -e'urity. For ie.ople age .65 and over.
tlte exenilpt alonlit is .. 5.1MI for i . .. »5t() for l sl. :antid • .OI for
1 .',2. Starting in 1 '. . tile ;amnllli will r'i-oe )y tilte -amlle percentage ais
tilt' :IloIIunt for pInc,, ie 1 l r l (i.1;5.

"1"lte following Iilt' -I -howi wl't1ti thie level of tilhe exellipt allilonlt liai
been .-l ,111 11'T77 whenii tlt I wo-I killed system was enacted and estilliates
'If whatt ilte exellipt ailnollt..- will Iw, tliroti.rlil 1985.

*1»



RETIREMENT TEST EXEMPT AMOUNTS. 1977
THROUGH 1985

Calendar year

1977
1978
1979
1980
1981

1982
1983
1984
1985

Under age 65 Age 65 and over

$3,000
3,240
3,480
3,720

'4,080

'4,440
'4,800
'5,280
'5,760

$3,000
4,000
4,500
5.000
5,500

6,000
'6,600
'7.320
'8,040

Source: Office of the Actuary. SSA.
:Estimates based on the economic assumptions

March update of the fiscal year 1981 Budget.
accompanying the President's

TABLE 1.

"Tlh' ' f,111ll,\ i ir =il. ,. l ,- l.-, th e ,rall 1:ra ii , 1r lim,,it fo.r lpeopl
(»\ ,.r W!,ll 1i 1lh..r 6.'s ;at three r. il,.it h.\rl, :



EFFECT OF SOCIAL SECURITY EARNINGS TEST IN ILLUSTRATIVE CASES AS OF JULY 1980'

Worker (arnd spouse) both age 6b Wo ker (arnd spouse) both age 62

1 otal earnings
and benefits

before any
Annual benefits
benefit are withheld

Earnings
at which

all benefits
are withheld

lotal earnings
and benefits

before atny
Annual benefits
benefit are withheld

1. Minimum benefit:
Worker only
Worker and spouse

2. Federal minimum wage worker:
Worker only
Worker and spouse

3. Career earnings equal to na-
tional average earnings:

Worker only
Worker and spouse

4. Maximum benefit:
Worker only
Worker and spouse

SAssuming no earnings by the spouse.

$1,740.50
$2,611.70

3,857.00
5,785.50

5,859.50
8,790.20

7,433.10
11,150.00

$6,741.49
7,612.69

8,857.99
10,786.49

10,860.49
13,791.19

12,434.09
16,150.99

$8,481
10,224

12,714
16,571

16,719
22,581

19,867
27,300

$1,269.20
1,865.00

2,757.80
4,051.20

4,110.60
6,037.90

5,234.00
7,687.90

$4,990.19
5,585.99

6,478.79
7,772.19

7,831.59
9,758.89

8,954.99
11,408.89

Earnings
at which

all benefits
are withheld

$6,259
7,450

9,236
11,823

11,942
15,796

14,188
19,096

TABLE 2.
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Ihe Monthly Measure of the Retirement Test

I'nIlt'r the law in tffect prior to 197l . a I-xneliciarv wa.. paid his
iofi.tlit for :ink iontl in wlich lie dlid not learn imo tian the mI oIthliv
'extllipt aollillllli (.~2."I)i IllOllii for 197lT ) tanid t i l (ot r lnder "'I l;-
-tailtial :ervite-s ill . elf-eniplopl nillnt. Th'e 1977 So.ial Scruriit
.\lli tindl'llnt.- c'lillnllat'id t II: provi'i4ill tfartinlg .filan arllt y 1 S I ' xt tpt
for 1o "lra1 t year" in which tli' individual iontnerned is paid his first
111mothly i. Ivn.-it.i lFhar example. anl indlividlual .arn 3l'lli- ;(.aHl in tlle first
haltf of 1:,'l atlnd ret';'ach' ' ag i. in .Jll\y withen lie retire. If the ailullal
Ir,-I a) li... it -lou1011 IW ),' aid no IK'nMItit for l9S i. lIowrevr. i.'rai.-e it
i-he viln ar in whlicih lhe i: fir.-t paid a In'lefit. li. will Ihl paid for the la-t

1; i:;i •il oI f 1 »" ; *•l" I . l-e ;ti- i d O- l ot varnl iorll'e tlhai .-41i.f;I; (011'-
I o i ti* t t' t i It 4:1111!1i1:1l xe li)t ailioillit ) il:i i i tl all iftetr.lu11.le. Sl ltu i
hii• Iw rtia,; l1 I ll o lii:- l, j ,I, fort tlt' tir-t hllf ,f 1!0 1 alld 1lav1\ tilt :-le
':1i1'tiiif- a-. li It1* a .lfor l '.0,. t, 1 Woi l d t it Iw paiid for ally illm tlIh of
1:91 l'a iin-e' af hi.' e'arning.- in thet, ir.-t half of tlit- year.

The Age at Which the Test No Longer Applies

.t :tgi ' :7 al t 1w.r a tter. l.el it'iari.- rtreiv t litir ll ont Ill Iv Ii.telit:
il i ,io lt I :, 1r, ll tlt fir . arll illg-. I'litil I!'T-i . vail ili - I l ill li in tilk'

l.ar ll i' lu i :, ' 7~ 7 l W\v -l 'ltat'ilt ' \• 1re 'cotilidtt' l i ll tlt' tf-t. '1 1t 1197
allnelitilitzell- i itil*, tills -r1viion , tillit ta; nllill- ill :111i after tlhe
!ltalitii of 'tit:lii•r :ilt. 7'2 woiil it 4o oli ,efr ai fe t tilt lailvetit.- jaiyal'al
for .t ir li.r milo ill: i t' L e tir.

I'1144 i t-. ll TT . :tll.id ll in.-. tilt, :it at t\\hiith tt lte-t n11 loni•iger
ap: l•i•- will bI l•v •erd t 7t -:ta rtl iiiL. alllliry I1 ' 2.

Earnings to Which the Test Applies

it IcltTl ini'iri fl i l,.if i,'i rilfle- ill tI t . iit'lli t .S tte- w1 i eth r oi t til
ilt- alilll .. lilsliitatioll- l tav | -114-t - .1 < '.,» hl . ol \l "\\i'# l" a iind "li t

eI:ilui tul- frli .-. f- ll ititil tlli a" :l'' ,'otii-ih''eld ( w let it l.r o lr lit -il'lI
~ :\;l» .t a, r lar iill - aire ,l -ri\v,-l friol . i|»lo% Iill i *l Vc', t.I Iv tl i- S• N -M1:il
. l4il . I tI. Iir-o il, ,!i v i- i tIl l Il Ai r - il t t ,ti*T 1:tniiii r f arolI

-. lf-,ull viov li•,ilt i- tI I ' lllt1 l . hI si4. p- I iI.I y r v•fe iVe , It iV" ;tiliitllit
of iliaiiiie frolii ilvt.-tlit'lit. ( -1 Ih :1- iilt''l--t. d ivih liel.. ald IentIl s
fl-flif I.;-l -tat;i . ali.d! :; iv a:ll liillt t(f i'lln -a tll flro'lll pL•jlnill -o :11lll i-

til- w ili t 1ia'l 1:1 11i. r alitv Ied -t tollll ill lilti 'elit.it- -.
"I i tll.i-tu i why o1til "*l a -ieH ili.4 l lntie -" i- Aalli1tet Ill 1i» | .ilitir tilt' tl.-t

i- i.',litrally latedI to the l |lijl'a-, of the pi row a atill .i Iproi itiIll, all ill-
"o.litt in litil of wa.e- or -elf-t|ill vyliift li 'o 111 iio .
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Effect on Dependents and Survivors

if tile delwindenlts. of a retired worker are receiving bInefits on the
b:tsi.. of Iis earnings record, their lxinefits will IeM reduced if lie retired
worker texcetis tlie etarniniqs liiiiitation (even if the dependents, as to
tlhtir , WIn e:1alnll., hi tave tlillt.M-lve.• staved within the (eaTrnings limitss.
In makinii dqettlt ion.-. :111 tlie famanilv's i•n.-fits are added togretlher. and
'1.e r.i'< l <t »ii.s ' nMadet in tie. total family iH nelit. If a delndent (in-
,l niiiii it *'l lgilie d.el-iind'nt s of a di-aluility lIm-nticiary) exceeds rthe

I';ninia.rs biIIntait itis. tihe 'I•'lit for that del'ndentlit will In* red(lutetd. but
1,4.* Ib•t.fith- o(f i le it iher inemni-Hrs of the family will not I*. affected.

Test for Beneficiaries Outside the United States

'1 lte elil't.irciit tt-t ij litf'Ierint for li'Ople wlio work outside tile
1'lnited Stat.-. A.ny -l'li work that is in covered d employment I(l hi as
Work oit-ihe the1 Unitedl State.- for an Amierican V'or|poration) is
,'ln idi•letf •, t l"f lit ' ileg lar t':-t. Ei•jiloy lntliel wli 'hi is nIot coveiF'i,
by tli Sofiail I S•,,riyt At i.- t rvateld di tfereaitly:a i: lison under age 62
in this-. -ittuation will not be plaitl : I*4ieftit for any month in which hlie
woi 'k on -ev'\n or more calendar days.
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II. LEGISLATIVE HISTORY OF THE RETIREMENT TEST

When the Social Szcurity Act first passed the House of Representa-
tives there was no provision restricting the amount an individual
might earn and still receive his retirement benefit. However, the law
which was finally enacted contained a provision added by the Senate
which prohibited payment for any month in which the beneficiary
"'received wages with respect to regular employment." In its report to
the Senate. the committeee on Finance pointdrl out that the House-
pa.-Med bill would have paid benefits to ijHople age 65 and over even
though they continued in regular employment. The Committee
de.-cribed tli's as "an laniomaly which we lxelieve should not be per-
mIitted" because "There is no need for payment of old-age benefits to
t#empiloyee; who continue in emnploy iment."

Although Congress lias always provided a retirement test in the
-ocial security program, it has modified the definition of retirement a
number of times. Originally the law prohibited a person from drawing
a Lbnefit for any month i chn whi lie ad wages from "regular employ-

Illent." ''lhe te'Ill "'regular employment." lho ever. was not defined.
This, test was never applied be(cau-e the law was amended in 1939. and
the first monthly social -ecurity vlxnefits were not paid until January
1941'. Under the 1939 amendments. a test was instituted under which a
month's Ibnefit was withheld for any month in which a Il'neticiary
earned more than .14.99 in covered enllployment. The Social Sect:rity
.An11ndiment. of 1950 raised the earnings limitation from $14.99 to $.5'
a; mloth: and the almndiments of 1952 further inervased it to .$75 a
mizonth. Thle amendllents of 1950 also eliminated tlie earnings test for
beneficiaries aged 75 and over.

The 1954 amendments lowered the age at which earnings were ex-
eupi)t from the test from 75- to 72. They also changed the earnings s
limitation from a -imple monthly test to one that measured both
m•onthlv and yearly earnings. under this test one mio.th's lKenefit was
withheld for each $80. or fraction thereof, that a Ixtneticiarv's annual
Carninigs (from both covered and noncovered employment) ex'*eeded
$1.200( a year. However, no Im'nefit was withheld for any month in
which tile beneficiary lH)th received wages of *8O or less and did not
participate in substantial self-employment. Thus. if a beneticiary
earned Q1.2i4i.(l. lie would lo.e one lbenefit check. If lie earned 1..280.01.
lie would lo.s two lwxnefit checks (disregarding thle monthly m measure)
and -, on until all twelve checks were lost in a year in which a ihlne-
ficiarv earned more than T'2.0 i . The Social Security Amendments of
S195l increased the monthly measure--the amount that could be earned

in a month and still receive a iwinefit-froum $.8 to $100.
"The 1910 amendmnents changed the retirement test by eliminating

the provi-ion that a ImIonth's Ilnefit Ie lost for each .'t10 earned in ex-
c.-s of $1.•o0 and substituting a provision that a lnleficiary would lose
.1 in benefits for every .$2 of earnings love 1.l200 and Il'low $1.500.
and $1 in l~~nefits for every %1 of earnings, over $1.500. This legisla-
tion elmniated from tlhe retirement test the possibility. which existed
in previous law. that a bleneficiary mirliht lose more in benefits than lie
realized by a given increase in earned income over thle $1.200 limit.

The retirement test was chaniLed ly tilhe 1961 Social Security
Amendments by increasing from 300 to 5)00 the amount of earnings



over $1.200 that are subject to reduction at the rate of $1 of Inlnetits
for every $2 of earnings.

The i.1)65 Social Security Amendments (a) increased the annual
exempt amount from $1.2001 to $1.tW): (b) increased the upper limit
of tile $1-for-$2 "'band" from $1.700 to $2.70) -zo that $1 in benefits
is withheld for each $2 of earnings between $i.500 )and $2.700. with
$l-for-$1 reductions above $2,700: and (c) permitted payment of full
benefits to a Ix'neficiary. regardless of the amount of his annual earn-
ings. for any month in which he did not earn wages of mIore than $125.
rather than $100.

The 11)67 Social Security Amendments (a) increased the annual
(exempt amount from $1.5.(o to .$1.6,(; (b) increased the ulp)Mir limit
of the sl-for-S2 "-hand" from 8$2.7)00 to $2.SS0 so that $1 in benefits was
withheld for each $2 of earnings Ixetween $1,680 and $2.,•0 with $1-
for-.l reduct ion al•\e $2.So4): and (c) permitted payment of full bene-
fits to a beneficiary, regardless of the amount of his annual earnings,
for any Imonthl in which lie did not earn wages of more than $140.
rather than $125.

"The Social Securit Amendmnll ts of 1972. effective January 1973.
(a) increased the annual exempt amount from $1,680 to $2,100: (b)
eliminated thle $l-for-$1 reduction so that regardless of how much an
individual earned, each $2 earned in excess of $2.100 a year would
cu.-e o nly a $1 redution in Iwnlefits: (c) plernitted pam ment of full
lbenetits to a leneficiary. regardless of the amount of li: annual earn-
ing. for any month in which he did not earn wages of more than $175,
rather than $140: (d) provided tliat in the year in which an individual
attailed age :, 2. earnings in and after thte month in which lie reached

.:e 72 wild not l e includid clein determtining his total earnings for that
y'ear : 11nd ( e starting in 1975. the amount of exeTllpt earnings was to lIm
;toali;tiaillyt inlicria.'d in proportion to tlie rise in the average earn-
ing taxed fouir social c.uirity llirlP"os ach time there wlas: n a automatic
coEst-o)f-li in g, increase iln binefits.

Sunt-equent legislation increa-led tlie annual exempt ;amount to $2.300
a year and tlie automatic incrca.-e provisions raised it to .3.U000 for
1976.

The Social Security A.mendnments of 1977 (Public Law 95-216)
rai:ctd to $4.i04) in 197. 4.1.500 in 1979. $5.000 in V10. $5.500 in 1981.

nid • S(;.o'40 in 192 the aInnlt l aimoint of earnings a lIeneficiary age
(.:, tot 71 ;may have without having any lenetits withheld. After 19A2.
the limitation will lIe adjusted automatically at tlie anie rate that
Sanitiinga - rii.s in lie economy. The cost of this change is estimated to
1w so.6i; million in fi.sal yvear 19S1. Th'le retirement test of the prior law.
whilu11u increa.ses auttomat ically as nat ioial earnimls levels rise. continues
to ,pIply to i'.neficiarics under age 65 (see table 1).

"T'le age at which individuals may receive full lIxnefils without re-
gard to their earnings will lIe reduced av. a result of the 1977 amend-
ments from 72 to 70). l4Hginning in 1902.

"T'le aitmundllmnlts also eliminated the monthly exception to the retire-
nilent test-the provision in prior law under which full social security
benefits were paid for any month in which a person (lid not engage
in substantial .elf-employment and earned one-twelfth of the annual
retirement te.t amount. or le:s. regardless of total earnings for the
vwar. However. tlie monthly exception was retained for the first year

in which an individual Itegins to receive retirement Ixenefits.
The following table provides a quick-reference summary of the

history of the retirement test.



TABLE 3. -HISTORY OF RETIREMlNT TLST

Amount permitted
without reduction

in benefits

Act Benefciaries exempt Larnings subject to test

1935......
1939.....
1950.... Aged 75 and over...
1952 ............ ..........
1954.... Aged 72 and over .
1956.... Disabled..
1958 .... ..........
1960......

1961.........

1965.....

1967.....

1972.....
1973......
1973 6.
19736...
1973...
1973 *

Annual Monthly
earnings wages'

Covered..

3$600
3900
1,200All .

$14.99
50.00
75.00
80.00

1inn 0

Reduction in monthly benefits

Full monthly benefit

1 mo benefit for

Ltfec.
tive

year

1940
1951

.. .. . ... ........... 19 5 3
each $80 or fraction thereof. 1955

S. ... ... ... . 19 58
I QCQ

$1 for each $2 of earnings from $1,201- 1961
$1.500.

$1 for each $1 of earnings over $1,500....... ....
$1 for each $2 of earnings from $1,201- 1962

$1,700.
$1 for each $1 of earnings over $1,700............

1,500 125.00 $1 for each $2 of earnings from $1,501- 1966
$2,700.

$1 for each $1 of earnings over $2,700.............
1,680 140.00 $1 for each $2 of earnings from $1,681- 1968

$2,880.

Excludes earnings after age 72. 2,100
2,400

" 2,520
S2,760
"s 3,000

3,240

5175.00
3 200.00
S210.00
3 230.00
S250.00
S270.00

$1 for each $1 of earnings over $2,880..
$1 for each $2 of earnings over $2,100 .
$1 for each $2 of earnings over $2,400 .
$1 for each $2 of earnings over $2,520 .
$1 for each $2 of earnings over $2,760 s.
$1 for each $2 of earnings over $3,000 .
$1 for each $2 of earnings over $3,240'.

1973
1974
1975
1976
1977
1978



FOH BLNLFICIAHILS AGLD 65 TO 72

Excludes earnings after age 70 .

4,000
4,500
5,000
5,500

S6,000

333.33
375.00
416.66
458.33

S500.00

$1 for each $2 of earnings over $4,000
$1 for each $2 of earnings over $4,500
$1 for each $2 of earnings over $5,000.
$1 for each $2 of earnings over $5,500..
$1 for each $2 of earnings over $6,000 *,.

I Monthly test for sell-employment income is defined in terms of substan. ' Hec.ame effective due to automatic provisions.
trial gainful services. * Only applicable to beneficiaries aged b4 and under. See following section.

r Monthly test eliminated except for year of retirement, beginning in 1978. t A M 1 p
3 Applied to self-employment income only. Source: Office of the Actuary, March 1978 publication: "History of the
* Special provisions for earnings in noncovered employment outside I'rovisions of Old Age, Survivors. Disability, and Health Insurance, 1935

United States. 19/7."
* Subject to automatic provisions.

1977

Aged 70 and over..

1978
1979

. 1980
. 1981

1982
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III. WHO IS AFFECTED BY THE RETIREMENT TEST

The latest publi.-hed informatioon n lpersons affectedd by tlhe retite'-
i.ient test is for calendar year 1!7.'75 "i~nelici-irie A.\llected )b the
Annual Earning;- Te'.t in ;175."" . Soo;,l . c.ui ;ty Ifllh ft;1. hDeceinber.
97tTs). Data concernlilig persons affected by the retirelenlit te,-t must

li crattiously interpreted. The 1!97. data do not r'lleet the impact of
very isubstallnti:i changes in tlhe retirement te.-t which are being Ipha:-ed
in over 1a jxriod of years under the 1!77 Social Sec''rity Ame\ndlients.
.Moreotver. it '-hloulh be ellphas-ized that stall i-ts IO'lut'rnll Ip• l'SISn
wVlIo !L\le tielr I ilnetits redltectd f1 r i e liinated lvy the retirnillelit test
aIre Ia-ed on individuals who have actually appliedd fmor benefits. Per-
-tos .tage t2-6.•1 generally \vwoul not apply for benefits if thev were
'otlInullu ili to work ;t - '-uficiently hIigh wage level to I le out any
WIRitit l)a iciit iiiunder i le rettirem-ienlt test. The 1ea1-on .for this is that

lei.hetit: in t hat age range are actuariahlly relife'ed :aind it collid Is, dip.-
:titIant;atous o e.-talli-lt technical eligililitv. ()n lle other hand. it
i>! hihly lva:IiitaIe un- for perfon- age ;.) .111d over to tile for xnettit-
even if 11ll leiivtits will Ix. witlild • iundler tlie retirttllint te.t. This is
l,,..au-e .-tuitat .li-enst of -,ocial .c'urityV lnefit eligibility is re liired
ill 011rdr to r.ePivle diae I, w'le .nfit ( wtic.I are maval f Ie w it oIit re-
,ari * to I lie tet irelfnt t.-t ).

In I' 7»,. 1.:319 million ret ired-worker lM'ieticiarievs 14 p(erient of all
retiridl-worker l teneiciarie.-) hald lnetit.- reduced or vliinaated iV
the ret ire1iienit te'-t. Al proximlltely ' 311 tlhoi-aild of tI1.-e retired
worker wIiieticaries hai de••lpendelnt witos, i,•.nelit. wvere also affected
,(l acfcoil't of the worker'- earning,,.. IIn addition. I -nftits were reduced
oi eli nlllield for 1 liiil-antd de3j3W6e iits :ti silrv iva o i ctf -1f a of,,," 11,r,. lI; tfa "a"i"their own *'arni i.r-. Tili tot;i a ~tilunt of llenletit.s wit hil(1 Iinltder tlie
ret ireize.nt tl.-t in 1!75 wV, $w* 3 lillio'.

A.- pjrevioisly mvtil tiohlrd. thie.-4' tfiirllu- ,1o not inlui itle iindivi illiI
who hadI not 1 'I i\ed l)t'ineits that i,•'beca-' ll application was Imade.
ApproIxilnately 2.4 million work'i- twtweeni ages I 2 and 71 wlho were
.li,2ihle for l.ntftit.- liald not applied.

Retired Worker Beneficiaries

O)f tho.-, retired-worker lei.leicliaries whio had I.-nelit.- reduced. 34
percent lo-t all benefits. Retired worker. ahnd thelr dtejiendeint, had
`2.7 billion withheld iout of a total a1:ount of "1.31 billion that would
have bleen plai.l witloli t tl retilittilet te-t. Approximatelyv 5)7 ielr(n(t
of tlI retired workers atfected were men and 43 lM'reient were wo4ien.
Eighty-three I(e-cent of tlhe nmen and( 7T iprcent of t11e womn"n were
t5-71 I yea rs of age.

The total number of retired worker beneficiaries., affected by the te.At
declined from 1.5.i(; million in 1971' to 1.319 million in 1975. For men
thlie.- figures represent a 16 Ipercent decline: for women. a 13 percent
decline. A more detailed t able showing this chlial;e and other etrects
of tihe te-t on retired worker lewneiciaries is provided in table 7.
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Dependent and Survivor Beneficiaries

The :•:3t.(po depehulent and .survivor beneficiaries affected by the test
)represented only :l.t iwienlt of t le ;n.:1; million ?.luh personss on the rolls

in 1975.. Se:'vent y-one rlteelnt of them were survivors: 16( percent were
dependent. of disabled workers and 1;3 percent were delpendents of
ifilrldl wiorkeis. idlows and widowed Inothers atounillted for mllore
thrill it' 1L'rcell o)f all ti (hI ljie.:ilts a.id sli rvivolrs affected I v the
tvr't. atid a1:lii1.st iwo-il-Iir.-is of I ialt gflla i erWe widOwed Iiot her-*. Tihe
lieXt larIt ' siliglf l'r»ii| rr;m --it Mstt of ith-:tlhled workers. represenlt-

i11 :aillos11t Is$ Iw •et»' of :iI dtI -IN'n c11ntts and survivors a1l.t'l ,id ly tile
te-t.

'I M'l rl-. lj).j sof I ieoei<lit f1-iar t-ws io- salio t s.)i» 111m1ioll. or .-- |Peivelit
of tile .. ' na million th: wouid have lvh-ein paid to them without the re-
ti rel'tnl t I te t.

"Tl'I ratio of Ihnefit.s withhelhi to ltenelit.s lIn)fore withholdinrg did
not differ imi•h , bet Wlte I , lt*-- groups. Average with1lloludi0ig was t66
plertint for .-po--e of di -abledt workers: i(• percent for :-poi.se,- of re-
ti it'd w\iv k'er.: 9 i'l'-rt'tlit for widows: and (l t;. l)enr t for widowed
Illo( lhe'I a :ld fat hers.

k. a <»rt ' d1i il<| tI f 1 -l.owl ii thi <tl -.t tof ilt-l rtetili- t lt t -t oll
I il.-,e ;V4 ml-p of In*t'nliciari»-s is- lt',inP ed ill laltle ..



12

IV. ISSUES RELATING TO THE ELIMINATION OF THE
MONTHLY MEASURE

"The Imonthly iea.-ure of ret irement.: feat ure of the s'oial -seeuirit
program's earnings limitation provision. was eliminated by the ('on-

Iress in tlhe 177 Social .Security Amnndnients. (Generally speaking.
the monthly measure was retained only for the first year of retireliwnt.

Sil ne adi'opt ion of tle 1977 legislation. problems with the particular
llaiil'a4'e <eiii,'ted andl related earnilings limitiation issues have -onili
lo li]e ;It ti,llt (in oif lie ('CllWl'l's anl tIhlie Allinilistrat ionl. In 197, and
again in 1979 ti h .\Alininistration .ubilitted proposed legislation to
'or~i'-t elrtiiin tnil iiteiildt re'-iilt related to tlie elimination of tihe

i'i•tlilivy iiu.ai-il're.a aid 1 nniiiilier of bills li\ 1 t • eetin introduced in the
'.»irt i ("'(i,.r=--h * al in, r with that chaniige.

Background

F'rom 1941. l wlwn mlnit lily l'elintit liri-t Itetai Ipl ayathl. tliroiigh
1977. tlie -e ial -e rityiv (»i',ri l m ol 'iiettd.witii ia iiolltllly iilail -re1  of
Iet.I ir•inlc it. 'Ilih fir-t:i alnlllil IP Of ri' ire'telit wa\ s alde i to tlie la in
11.1 w -liel lf-ii|lol d indlivi~ als.I 1re1 lwe r liillt Iind11 til jI ro ra ' ll.
Iciis was (o tIli .W p-ciit it wa- Cn.iiieit ci'd imll|)o>1illlh ill maiill ca.-es

fior .*l1-emlplli ed pe-*tI rJ I t1o 11 i fll l lilIt h' ir al Ilinil oin a Ilontlill
1asis. No •liattr l li liill.t i ii. anni il I arn li .sl. liowevI'. a Pl lf-llil -

pioveyd bleitfi'ciary couIld ii et a 'leittit for aniVy monthi in wh'iih ihe did
inot reiid r -Isillst liial .- rv'i'.i'ces in his business.

A.. a rt-.ilt of <,ritii-iiis ri'litiin g t< tilie difirTeren atI reitliient grivlen to
"\Wag ' a1.' ll'l'and (-l f-eiplolyved ill 'r l.-n lndel r tlil te-t. (Co igl'e. po-
viled uner • le 19!. a 1imndIt' Intl tat i earning frol'n -'if-eiimployiiwint
anid wagEi iliiplolymiient would Ii treated on a coliparable Iha -is for re-
tlinrlli'lit tld pil'o.-s. aid that ain annual earninigs test wouiild le ap-
pli(d to wair'.rs as well as toI arninis from ý-elf-eniploviment.

This provi-iion for a 'comliiled llmonthly-annllial retirement test lw-
amie ,irect ive' ill 19.1.1. In t lie year-z that followed. there was inirealsin

concern over tlie fact that the te-t hlad thie Ireslt of permittliing iay-

i'lilnt of i'efir. to I ileticiar-is w oli hiil i•lstaliial Iaiillllil eartil gs.
lhe-I iIndilinr to reqiie-sts from tlie ( ongre-s. the I)Departmenlit f Health.
Ed'Ili.ion. and Welfare subtllIlitted reports in 19610 and in i1969 on
whetl'r there -hioild le a change in the montlil- te.t. In eacli case
the fildinii wa- that lino iiiantge s-hl4ild lie miiade. Tl'he 0i9;.4 report cited
id ad..1iiii-tratie eoliplexiti1-i that elimination of the miionthily test

wou1111 entail. The major function of the montlily test was descrlI: ed
:is limaking iposibiie tlie playliment of ln'jietits 1)beg1ining with the first
1iii lli oIf ret irelililt.

However, ii 1975 the Adlvisory Council on Social nlSecurity recollm-
iimendied in i i, report that tlie monthlylv test le eliminated except for

the first year a cash lenefit is received ,-- that Ia Oneficiary could lw
paid linefits Ieinllin with the first montli of retirement. The Ad-
visory Council's report observed that:
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"TI'h prten..t-t tiet. wit!h a c)uilmiied ;alIaiiil-iinhot lily lmeat.mlre of narIings, create
;all .aitinaly Isy iterluittilg the pi 3tyument ,of lwnielits in .smie situlationsl where IpMy-
litlilt is dilliciull to justify. For example. a lenettici-ary who earns. say. $1..(00X a
yt-a.r andl wlot work.g re-gularly throughout the year has all lwlietits withheld. A
iwial.ticiary. however. who e a rns the saune aont111 tit. but ,works oInly part of the
year. s..y S ii.mothls. can receive lUne'lits fo r the remnaininzg 4 mouths. Also. Imople
%li.h c4'-stll.l;rily \ork Iess lthau. ia full 12 imoniths eatrh yearr <e.g.. in .s•.easoal
.jhlly,.u<I':it a ran. llupll rteachingl tist' age of eligibility for Iweietils. retvivP some
-,ti:al s. curity litelits during the year even though their work patterns have not
0ha.I s;tt<l and I vlir anial earning.is are siilsllantial.

llnctts .uliliittt(I by the Administration for fiscal years 1!7•6,
1977 anitii1 l incliuldd the Advisory Council's reco.)uitientdation for

c liliinat inofn of lie iiotilthlvy measure.

The 1977 Amendments

"lle Social Securit A.mendments of 177, as approved by the Ways
;and Means ('ornuitltee and pa:-.el, by the 1House, included a provision
to, elitilinate thle mon(tlyll test. The Filance Co iiimittee did not approve
the provi.-ion when it reported its version of the 1977 amendments. but
a provision idemntial to the lltm-Ie provision was added to the bill
by la .Senate floor amendimeent. The provision was thus not an issue be-
fore• the HIouAse-Senate conference. and was enacted into law as part of
Public Law 9-5 216.

As. elatedd. IP.iliri law 9.5-216 provided generally that an individ-
11:1l '1 4.,l 11-.i tlie i , i 1i ' llilly ~r i( gs t 11't o)l 1 !i a V ilea ill whii'l lit-

til-t Ilwcilie.- ill it I. ed to i-tial et'rllt i i'ltWits. all(l ill which there 1 1

ijimiotll I.vtien le loe - not earlin ver one)-twelfth t hl( annual exemllpt
;imlltoulit o .l1'erf1ir -ii):-tanitial : 'vict'e. in J'If-emiplovyient. Tlie pur-
pio-. oif protvisliii" tlie tlloit lily tt.-t for t 1ti "-'rtac year" as to assured'
tI lit :i 11141i divil al who ret ired during tt year atlfter earning a -ubltan-
tiatl ail, tilit t;ailier il tli ear I w11Itld ge(t Ilteefits for tihe llol tliS ill

wli 4.hl thI iltifial'"fryln actr •a lly was reti rel. Thi.S pIrovisioni was effective
for l.-i,,lits paya:tle aIfter DIemes", lir 19:77.

Effects of the 1977 Provision

Pedllingll i(fore thle tillilittee aIre a 11111n br1 of bills designed to
.,c rie p i't l)rlenis wlliicl I hale ari-en as the r'e.-ilt of tlie 177 eflimination
)f tite l11,'nitllV 11 lt'a.-lieil'. IIitai catt'ego'ri(. of Ibeneficiaries. s-uch as

m111itlit.- aild ,h11il(irell. at.. well as. ret iretd workers entitled to medicare.
av.e xpelri ed uiitlltteitldei lifictltit.- Wai- a result of the nIew provi-

-ial. Ti repeal (of tile 1Ifllit il lle-lire al.-o hlas raised questionss of

low to I -:-t ce'tl:in a rnilligs, :ti ribl)btal)le to servicess perforined prior

to re.ti rli,,,.it. In :tiddition. a ntlillli.r of Inleficiari.es were adlver.sely

a tre ld , v tihe ret )roat ive applicat ion of t he provision.
More' -i)wiiticaly. legislative I)rot)poals le fore the tconllittee address

the following i!-sues:
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Effect o h l,,u flciaruic i'ho 'r iwt rctiL'..-.Although the provision
to eliiilftiit te I lit Iloithv Illy ileasure wa. tle.igiled prilliarlti wit retire ies

ill mliiidl. it lias plrdlletld Illifolre.•-en Ires.Ults with res.p)ect to llenefit'i-

aries who are entitled to child's (including student's) lKnelits. or

mother', lneefits. These Ix.neticiaries often have substantial earnings
in te year in whieh they enter or renter the work force. If their earn-
inlg are aove tIhe exelpt amout llil allowed under the annual test, the

1i 4'itt- ll.v a:lt:e received ill I lie ntths prior to going to work may

L-n 'lie tovr1i payjmenl and have to 1w repaid. either in part or in full.
It hln 1••n pointelld ouit that in many cases these ieneficiaries cannot
tillip :1 :I 1 .¶ ihc igliHinnin ( of tth year whether they will have earnings

l:tlter in It lt le var. or) th lle a io I llt of'stIi eIaniltgIt. leIquirini repayllelt

i1 tlii- cill ll e tl hul cnan catlise tina'i'til ll.(ladlip). and c'an also

jimal^ r illn individual from11 goig 1 to work. It has been propo:.ed
I lit th il 'af Ite almtjled tot 1R i tl i ly r t nil l ri rs l t It in the

vtal ill whii I l ille- i lL ie lit:. terillltiate ias well as ill thile year they ret ire.

"I5.r. 1.-I.-. ai ipa.-d lM I thle Hi uM-. inclulhd a |lrovision whic-h would,

hiave tilsi e etl'-t.
Alf.rt on ,e •uIf d;, i trc,',r b, Jel,;,t,'ef .'.-i under 'ilrrent law. an

individual tmust file for soý,ial securityy cas~h benefits. in order to lhe en-

it eit ) ., lo It i 1ti 11511 li i le i il' t'e it 1etil t. der l" Li ,a0re. Ti's11 i- ll•t, fila
even though the individual will not be eligible for 'cash lbeefits Ix)-

ct;il-e his e;lal ninis are too Ilii.h. As a result. his "rae y lear" may be

iin·dverltntlv triggered l v an isolated ~tontli of n11 earlti.gs or low
_arnings. 1ht1 lie atuallV I etire ill sole later year. 1he i. not eligible

for the monthltv test and i•mav therefore be ineligible for cash benefits

unt il the following year. Plropo-als to re-olve thiis problem including a

pIrovision in II.. 5.±-15. prcxide .girerally for separate application

for -ashl bl'neit'1F and for hospital ill-nsrae IMineits iln order to reserve

thle "glrace vear" for thie v\ea tlte ililnividuail actually retires.

"T",,t /inll, i f .0 N 1 .If- I m'l t, ; ,l lm f ,, I 1// ) , trb I• / o t . ,;, I 'l· * x "'-/

for.ms ,1 i,;V /r to t , y, ,ir of , tfr'.i, ,/,. i't1' .oilvrt ion to an 1 a uall

te-t for all \tlar. except" t Ilie ye'ar of ret irlileent lha llroil it into r(«-l-

tlite i-ueof how certain kindl-of earnings from f-employmeniit -11011(ould

Ie t reacted for ( t1 l irt'llil-'lt te'-t )IirI '.

Allon t flo-e who 1 111 11 t h a lit ll e roiivernIon ha- affected tellIl and-

verselv :u•re -lf-el! ployedl in-lulatitle leit -. lawyers. accounitalints. renal

--tate nivlt:. .- il f l. nd fr i . I Cnder a olili.ilt(ld anJill1 -10 tlil vll earn ll 'll-

,..s te.t in e.ect prior to 197S. a self-e'mp•lviel p led neficiarvy eqild re-

.irve 3 a litit for alynv Illlotil inll which lite did not renilder .lt-11 antial

-. rvi-• in -elf-emptilplIilint. Peven if lis annllial eartlin•s we't.re .•ttlltn-

li.11. The prillal " te-t .ild to detTeriline whether an Idlivtidlual had

eiiated. itn -lli-tailtial -ervices w.as whe.tlher lie worked over 4.5 hours

a mioanth in I.Ielf-ealjplovlltent. A-' a re-ultit. will thte llonlIthly earnllings

test was in etffett. e.rlltin -elf-enP iloyed i H'l.ef-iiari.ie re.eivll, income

la-ed on .ervi'e - rend'lred Ibefore ret irtlement wouldd receive 1E2 liotiit of

social t Icurtii l nefits _) long a-t d he did tot breach the substantial

s&ervieQ test.
-if-etnplove'd -peial and iel.t'ral inlisuralice airlt'tit wio -(1:ell inslr-

anet' policies otn which they receive renewal .olomisslions-<olumi.ions.

that Imavy ltav' l4een idanneI• for lse ;.s retiremlent inoiome-l•h• v

1naimied to hi. pa:t ticularlv adversely affected. I'nder applicable tax law.
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111i1,li1i.' flrml thile on lli 1i. -i oiIs is cOllliited i. i is' folime for .- i al .- lirity
11ii4l F .deral Illi liloe tax piliri.o-e in tlhe ear ill which til incom 111 i.s rP-
ei'ied. .A- longi aI. th•le miionthll testt was; iln efct. thle agents could
reiei ve 1' Iluolnt li of soial -ecirIit v lenefits. single t he test for .'elf-
1,i tlok? I Iedl Iselinticariel 111der ile .Ill- tI ani;al .'rvices te.t wai 45 htrsiis

of work oir le.- , ,per m (lonth i. WIitli the1 monthly Iearlllilln te'.t ri'atllted,
lailv of t li..-e Oint- oi.-<. -Ie or all of their (ial - .'iflrily iVx'elfits

W\ i- iilll ii It'l - 'filll < i. V i- i ll0 i illlii froill 1-a lts ill P1ifl ionils y lars is

-nlb-. ;!;it i ;l.

S iin11"iVy IUtt * t'fll led Iy thl' r tl'val of tihe n inthly te't arte -elrtain rIe-
I i l,.f l jd ll'l l l'itL - -i t.' l l a laiw ' lild ae'<o il(ait . 'lihe ý-iil ~l aiit ial *rvi'*e

It- L ,:1.i :i1( i ;t11 iili (Io It hos4' 1 lit tit iaries ulwho lhad itir 1 d ffroll it
Ia 1illIr-i , 11,li W re ;'I. \ 1«-, iVili t a ret I*'l of 1t .ait ) al (raniti y or
.i.,It «r \o1, k ili il( r eýlI' , vaill'lnt., tli-V 11141i inve.:ted in tIi' pIart'ner-
-Iii1 . 1 ilr itli till mt i v tttli ariilgs t ttI ) o 11•. prartinrs rprc ivingr
:i'i I ):valllsits coild ali o rc iee ive fill .o-Nial M- VullityV iM'ifit.s for 1an
ill lt I inl w1hilch they dli not i ri, :u o l i b,-t lanti i I rvicets in stlf-
l'tIIi(IVlleIIcnt. W itil eilllilati(n of tfil i Illonlthly tr-, t til pl lyl' lll s to

t l,, 1,it1  1 tired partner r r!.- ,lt in m lv l I a-s in rc li' t i' oitls01 VOIll' lt'te With-
holding oif Ih'i it-.

A.nlliIoer rioiip oif -"f-employ.d ,'nl'i'iaries iftrp'vt4'd by the 1977
:ini' itll lien 't i farllllers. ,f'ior law perllil ted faillers to (:ell a cr'01) in a
\< cir i~At .1 H ll, \til-i f l'ti t fiellit l it til mit ia in i ll t l lilio lie it li-Iillt ill t
If,- of ' ji, il -ell il " I'l fit l for anilV 111 oIIII4i . Io 1 ;i:t ili' faill'lr i di

1101 perforlii ,ll'tliai l l •r i'. n c ill .'l f-tPlil ployllntvIl inll nv llito tli of

t li' \ ear ill wili ci l li crop wa .- W : li . NoIw I t lia t ll- *lit alt lia I -trv'ie.-
t-t i- 111i11it'ed to the Yet'l of 'tilrell llnt. i -eontl'l froli( til t tale of a
4r*o ij :ii) id i ll the y ar of 'tirelu'l it or i yv lar p|rio . to riti'ilit'll t vall
aifie-t a ir i'efilct f rillit'r l '.iS iml ts lit n I llt' l t ilt liln al aril llng limitation.

h l1tiher ior ot l.e p:rfiorll.- -iist anltial servli'es in tile vyile of the
'-al e.

A IIilNiM'r of hiI libav I(c'n intj rodird whliic'i would](l ad(.'s tilt'
i---il'e ii-i l I tiil-- effects of ti l' 1977 a:mllen it'llt-s. ( i i'all t 'hese
lpro,(fo-al e- l tl, IP fr't oIf exinin fl'oli in'l)lle, for tarn in'l te't
p rp -I t', -. '--I f-illl yOillt t'nt i 'in ol' t lit r.et-Ilt s froml 1-l'vircts irforilled
ill pjirir year-. I l. .. . . 129 il'ihll des a provi.-io10 of tii• natlitire.

/'f, t if ir, /,io..pi, ,';,; iq,#,, ',/;on of f/1 Io/',i'.v.o/In to /hnidlfr the
,, , ,/:///q /.. -T. ''le elilinatimon of tl.e llimiltlly' tet-t indet'l tile 1977
AIl ilna nts \:i .tt t'i'tive on a l'l ro-:lpetive I)asis. A.- a res-ilt. any
indliidir'-l who filed an application for .a-h lenifiit!- and iwlto had one
it* lilo1'' I110illi.- <»f arll'lllli•rs beo the low ile II lill " ex mp. lilt a oll ntlli e l fore
J• Ilia v 1f 7 i- , l-idertell' to have allilV i d tle ol e 1 "i•(rt'P yN V(a("
dlurilng h 'i ich e is .entitled to e the monthly test. This Ilhas had the
.tr«4-t o(f r, 'liin ,llr or e1111iinatingll lelic to ill individuals whlo drew
li'nefits prior to 1li07R. but had not yet actually retired. For example,
SI iletiefi'l" w Iho i-ed his "irrae vtsir" l 'fore 197l4 S Illay siulllatially

irtire in tIlie lldle of -(mili later year. h, t recli ive' lit il'lits Ior Ie-
duiiced linefitts for tlie re.-t of that VeIi'ar I't'aI-e of his earnings ill the
fir'.t i; iloi lit s.

II.R. ..129.. U:.- ipa-.-ed lby tile House. im-ludes ia provision which would
!,ive a1ll litne'ficiari'es one *•'race year" after 1977. thus re-:toring lne-
fits to ilndividial afftlected )y tlie retro:-pective inilplementation of the
1977 amendlient.
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V. DESCRIPTION OF H.R. 5295, AS PASSED BY THE HOUSE

The llou.e bill would amend the Social Security Act to make the
following changes:

1. It would provide, in the caue of an individual receiving wife's
insurance benefits by rea-son of having a child in her care or in tile case
of an indi iiual receiving child's or mother's (including father's)
inl-uraince benetCiits, that a monthly measure of excess earnings under
the tarning.- tu-t will Ibe applied in the year in which the individual's
enat it lement to :iuch beielits ends. As a ret.ult. in that year the individ-
ual 'coul receive full benefits for any month in which hie neither works
for wage-. iln excSs of the xLiouthly Im -ure (one-twelft of ttth e annual
exte'111p :iiltmiont) Ilor r1* nder.- .-ubtatiiial .ervices in .m'lf-emplovyment.
r.gartcl*e- f ihe aimounit of annual earnings. ( I'nder )pre•lnt law. pur-
-uant to thie 1.»77 amendments, a t-trictly annuall te-t is applied in all
ca.e except during tlhe initial year of entitlenient.)

Till- a;elllndmentllii wouldtl Ie effective for lmounth- after hDecember 11177.
Ilhertly prov\idiig retrlactive relief for IhnetliViaries of the tylies in-

iolved \lo w r\\ 're ver-i\ s :lffectied iy tl e lt a1 i ; e itlldlllte ts.
"2. Thle bill wouil amendl tiet A.t to permit an individual to tile

sp %r:atelv for n-Ialt benIetits a:uil for medicare ieinetits. This would
lhav the tltie .ct of rest.rviiig tlhe "'grae year" for thile year I te individual
act ually ret ir .-.

Thle lHou- I.i wouildl ailso provide tlat an individual who filed ap-
plication folr :-oiial -ecurity a-lh lenelits at any time prior to tlie
effective late. of the bill wouil be lleemedit to have filed a separate ap-
plint ion for medicare benefits at that time without regard to whether
h1i. aIpplicat in( fior ;i-ni l benefitss reiiained' in tletct ). As a result. indi-

viduals who haid to file for 'a-li l eftit.- in tlie past solely to l'co'ne
entitled to iil iied'ic arc I i l ll. eiit(. aIIl wl h con ji.(l enttlvy riige d their
"'ira»e j m r" til* er I te ear 'il,'s Ne.t. could have their lilfo)tllt "grace
y :ir" rt.-t rei d. a11l any l cl.teit withllild a- a rt.1".1t1l. Iiea(lt, ' i)a .:1•le.

Till 1- :lle ti'll entl ( nIlld til t.l l ep ale a i)li1(a iiolln for ieIlledicare be1 le-
fit, t .litre.ilr141 ) wol .d 1 .e efet. iv.e l. i.,fiilliin witl tie third lontlt I
;af | a elit'e Illi tll.

:3. The 1 ill i luvide.sý :an aillnllilli which woild Ilene(it ind(ividlal.
ii t ,ll:in lylI . of self-c'tl i loVillia' t iv rfllo-idlig forl thit excI1 ion
f ll .' S llcol( ll for ia llllii est purpo .-j 4 an111y incoile of nll iilivid-
11;i: I it led to o l r'ti ll.ii It I it ' I t w li l is ittr 1 ilu tal)0e to . 'iVc s l pr-
foriu,',l l ,.fore the llioiitlis ill which -1icl i ilividi : l ii it illv" 1 <'ec e1111
. tit lid to t.i ho l , . nefit<.

"'lii- :1111•1141 i jl(It w IIuld le e 1ct ive for moiit)is after Deceiilier 1977.
-, that inliviluial.- who lha,;1 1 .nefits withheld after that ll(month be-
.:ll -ie o)f iillnie> att riililtil)le to p(re-.lititle ent services llay liav Sneill

lbefint-« re-tored.
4. Finally. to deal ,etnerallv witli tihe i-ue of the retrospect ive effect

of the 1977 :alndments, the hill provides. that ever l'nileficiary would
le en'ititled' to the monthly tarninis t.-t illn Il first vear after 1977 in
which lie had I1 monthly for which lie was entitled to a social .-euritv
lenefit and in which his e(arnin6gs were le-s than one-twelfth tlhe annual
xemllt aiot m aoit d m(o -lstantial stt rvi,.et in ."elf-etl'ployvi'ient were

rTeldOred.



TABLE 4. OASDI COST ESTIMATES FOR A BILL MODIFYING THE RETIREMENT TEST MONTHLY MEASURE
H.R. 5295 AS PASSED BY THE HOUSE OF REPRESENTATIVES, FISCAL YEARS 1981 35

Additional OASDI benefit payments in fiscal years 1981 85
(in millions)

Provision 1981 1982 1983 1984 1985

1. For persons receiving mother's or child's benefits, provide
for application of monthly measure in year in which en-
titlement to such benefits is terminated

2. Provide that an individual applying for Medicare at age 65
does not also have to apply for retirement benefits at the
same time .

3. Exclude all self-employment deferred income earned prior
to entitlement

4. For all beneficiaries, provide for application of monthly
measure in the first year after 1977 in which a "non-
work" month occurs.

Total for H.R. 5295

I Payments in 1981 include all additional benefits for months prior
to 1981.

2 Less than $500,000.
"3 This estimate is based on the assumption that under present

law, in the face of pending legislation, overpayments for 1978 and
later will not be recovered until after fiscal year 1981.

4 The estimated initial reduction in benefits is due to later filing
of applications for OASI benefits.

() :$70

-4 3

36

58

90

14

2

89

$31

7

15

53
53

$33

10

16

59
59

$36

13

17 r

66
66

Notes: (1) The estimates for each provision reflect the effects of
the provisions that precede it in the table. (2) The bill is assumed to
be enacted in September 1980. (3) The above estimates are based
on the assumptions in the March update of the President's 1981
budget.
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VI. OTHER PROPOSALS TO AMEND THE RETIREMENT
TEST

S. 248, introduced by Senator Dole

S. 24, prvivi li- for excluding from intomie. for earnings test pur-
PO-. 'in•le 1delrived from the -ale of agricultural or horticultural
c'moitditie- including livestock. lees. poultry and fur-1 daring a:ni-
llat]s ainI wildlife) produced in a prior year. Tlhi exclusion would

apply only in tilhe ae of a year in which the individual did Inot pe'r-
foriti -iil,-t:iital t-1iervit-! (t.s det•termineled lv tlhe Slecretary). an(d only
if the it dividlili liiad nl t Ised tie ex li ii. in ili a prior year.

S. 1287, introduced by Senator Goldwater

S. I "7 would rI-plal tlie ret icmenit tc-t for all lileticiarics age 45
Iild over lithii iillt in ll.vl,.

S. 1418, introduced by Senator Jepsen

S. 141% i i ident ial to S. 12S7. it would l'eelipe applical)Ile begiilnning
in 11 i' .

S. 1498, introduced by Senator Matsunaga

S. 14!•)i would al low ani ilndivildual to exclude filro inlcomell for ret ire-
liinlt te-t plurpo.- anly elf-emiloyinent ilncoue received in a given
year which" wa- -ub-ta ntit ally attributable to -'rvice- performed Itv the
individual ili previous. years. This exclusion would be permitted only
if the incolmli, a-eld on prior year l-ervices constitulted at least half of
the individual's total :-elf-emiploymiient incolime for the year in question.
If an individual u.-Mld thii, exclusion, no lixnefits would lt e payable ion
his account for ainy imonithi during that year in which lie performed
substantial -ei f-employment service or had wage earnings in excess of

one-twelfth of tile annual exempt amoun11t.

S. 1554, introduced by Senator Durkin

S. l.554 lprovide.s that renewal coniinissions received hiv a retired in-
.slluirlan agent from iniulilance: policies which were sold l y hint before
hii retiritlint. shall not le, taken into account ill deterluiinilg his net
earlningsl from .-elf-emlplolyment for purpO~es of the earnings test.
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S. 2031, introduced by Senator Durenberger

S. 0J::4. like S. 1..'#4, provides that renewal .comnmissionsO received by
i ritlired insuranie agent froill insurance policies which were sold by

liiin I.forei Ills retirement, shall not be taken into account in deter-
mainilng hit- iit earnin: s from el lf-emplovmzent for purposes of the

earningss est. In addition. the hill provides for excluding from in-
<,cm:it'. for i 'aii inlgs tt»-t pi rlos*1-.- ý'. ihnconllt dlerivedl from thie .sle of
A:i.ri<-liItiirail oir hor irviititral 'oin•im(lities produced in a prior year.
A- nit.h.r S. l . tis .x4'iision woild apply only in the ,'a.M of a year
in whii-hi, tfil, individual did not perform substantial services (as deter-
itilltled iv% t -i. S.,Nitar ). an1114 only if tih individual Iha not used tile
, \ill-ioi iln a |ilriorfwar.

S. 2083, introduced by Senator Thurmond

S. :u*,;; provide. for excluding (after 1977) front gross income for
i1ar1niilgs te-t plr'o•-I s any inmle of an individual entitled to retire-

lent il)nfit. which i- attributalohe to -ervice.s - rfor-lled itefore tilhe
motlith in wvhiich tl.a individual initially i)aeane entitled to those
blenetits.

S. 2208, introduced by Senator Laxalt

S. .224- j)l*r4Ividlj' for ,li;isinir out the application of the earnings
it.-t in tlie <a of inilivi(uIals agIe i;5 alnd over. iThe earnings test
Wvnld not apply to individuals age 74) and over in 19(). age 619 and
,\ enr in 1i. 1. age t;,• aInd l er in m1I'2. age (17 and over in 1!S3. age (66

and over in 11.,4. and ag•e G5- atnd over in ll9)5.



TABLE 5.-OASDI COST ESTIMATES FOR SELECTED PROPOSALS FO MODIFY THE RETIREMENT TEST

Retirement test proposal
Effective

Bill No. Jan. 1

Additional OASDI benefit payments in fiscal
years 1981 85

1981 1982 1983 1984 1985

Monthly retirement test

1. Exclude renewal commissions from life insur-
ance policies sold prior to year of attainment of
age 65 from income of beneficiaries aged 65
and over ....................... ...... S. 1554

2. Exclude income from sale of farm commodities
produced in a prior year from income in 1 (and
only 1) year in which no substantial services
are rendered .. ........... S. 248

3. Same as proposals 1 and 2, combined... ...... S. 2034
4. Provide alternate retirement test for certain in-

dividuals with self-employment deferred in-
com e ................... S. 1498

5. Exclude all self-employment deferred income
earned prior to entitlement S. 2083

(Amounts in millions)

1978 '$9.0 $4.0 $4.0 $4.0 $5.0

1978 '9.0 3.0 3.0 4.0
1978 ' 18.0 7.0 7.0 8.0

4.0
9.0

1981 11.0 13.0 14.0 15.0 16.0

14.0 15.0 16.0 17.01978 ' 36.0



Eliminate retirement test for persons aged 65 and
over

6. Eliminate retirement test for persons aged 65
and over

7. Eliminate retirement test for persons aged 65
and over .

8. Phase out retirement test for persons aged 65
and over by gradually lowering the age at which
the test no longer applies.

(Amounts in billions)

S. 1287

S. 1418

1983 .9 2.1

1980 ' 3.7 2.4 2.1 2.1

S. 2208 1980 ' .9 .6 .8 1.3

I The enactment of each proposal was assumed to be in September Note: The above estimates are based on the assumptions in the
1980. March update of the President's 1981 budget.

Source: Social Security Administration.

2.2

2.2

1.9



TABLE 6.-NUMBER AND PERCENTAGE DISTRIBUTION OF RETIRED-WORKER BENEFICIARIES UNDER AGE 72
ON ROLLS AT END OF YEAR AND OF THOSE AFFECTED BY EARNINGS
WITHHELD AND BEFORE WITHHOLDING, BY SEX AND AGE GROUP

TEST AND AMO
1970-75*

UNT OF BENEFITS

On rolls at end of year

Percent.
age dis.

Number tribution

Retired-worker beneficiaries

Affected by earnings test

Percent-
age dis-

Number tribution

Percent
Percent eligible for
on rolls benefits 1

Amount ot benefits Ratio of
(in thousands) benefits

- ... .. . withheld to
amount

Before before with-
Withheld withholding holding

9,319,297

5,269,351
4,049,946

100.0 1,318,772

56.5 921,667
43.5 397,105

Men 5,269,351 100.0 921,667

64 874,628 16.6 148,008
71 . 4,394,723 83.4 773,659

Women 4,049,946 100.0 397,105

64 889,656 22.0 94,401
71 3,160,290 78.0 302,704

100.0

69.9
30.1

100.0

16.1
83.9

100.0

23.8
76.2

14.2

17.5
9.8

17.5

16.9
17.6

9.8

10.6
9.6

11.3 $2,684,559 $4,252,463

14.1 2,080,963 3,210,203
7.7 603,596 1,042,255

14.1 2,080,963 3,210,208

7.0 208,876 426,278
17.4 1,872,087 2,783,930

7.7 603,596 1,042,255

5.6 84,796
8.7 518,800

178,422
863,833

0.63

.65

.60

34

39
21

.65 39

.49 11

.67 44

.58 21

.48 6
.60 26

Sex and age

1975

Total

Men
Women

62 to
65 to

62 to
65 to

Percent
who lost

all benefits t1

--- ' -----------



TABLE 4. OASDI COST ESTIMATES FOR A BILL MODIFYING THE RETIREMENT TEST MONTHLY MEASURE
H.R. 5295 AS PASSED BY THE HOUSE OF REPRESENTATIVES, FISCAL YEARS 1981 35

Additional OASDI benefit payments in fiscal years 1981 85
(in millions)

Provision 1981 1982 1983 1984 1985

1. For persons receiving mother's or child's benefits, provide
for application of monthly measure in year in which en-
titlement to such benefits is terminated

2. Provide that an individual applying for Medicare at age 65
does not also have to apply for retirement benefits at the
same time .

3. Exclude all self-employment deferred income earned prior
to entitlement

4. For all beneficiaries, provide for application of monthly
measure in the first year after 1977 in which a "non-
work" month occurs.

Total for H.R. 5295

I Payments in 1981 include all additional benefits for months prior
to 1981.

2 Less than $500,000.
"3 This estimate is based on the assumption that under present

law, in the face of pending legislation, overpayments for 1978 and
later will not be recovered until after fiscal year 1981.

4 The estimated initial reduction in benefits is due to later filing
of applications for OASI benefits.

() :$70

-4 3

36

58

90

14

2

89

$31

7

15

53
53

$33

10

16

59
59

$36

13

17 r

66
66

Notes: (1) The estimates for each provision reflect the effects of
the provisions that precede it in the table. (2) The bill is assumed to
be enacted in September 1980. (3) The above estimates are based
on the assumptions in the March update of the President's 1981
budget.



TABLE 5.-OASDI COST ESTIMATES FOR SELECTED PROPOSALS FO MODIFY THE RETIREMENT TEST

Retirement test proposal
Effective

Bill No. Jan. 1

Additional OASDI benefit payments in fiscal
years 1981 85

1981 1982 1983 1984 1985

Monthly retirement test

1. Exclude renewal commissions from life insur-
ance policies sold prior to year of attainment of
age 65 from income of beneficiaries aged 65
and over ....................... ...... S. 1554

2. Exclude income from sale of farm commodities
produced in a prior year from income in 1 (and
only 1) year in which no substantial services
are rendered .. ........... S. 248

3. Same as proposals 1 and 2, combined... ...... S. 2034
4. Provide alternate retirement test for certain in-

dividuals with self-employment deferred in-
com e ................... S. 1498

5. Exclude all self-employment deferred income
earned prior to entitlement S. 2083

(Amounts in millions)

1978 '$9.0 $4.0 $4.0 $4.0 $5.0

1978 '9.0 3.0 3.0 4.0
1978 ' 18.0 7.0 7.0 8.0

4.0
9.0

1981 11.0 13.0 14.0 15.0 16.0

14.0 15.0 16.0 17.01978 ' 36.0



Eliminate retirement test for persons aged 65 and
over

6. Eliminate retirement test for persons aged 65
and over

7. Eliminate retirement test for persons aged 65
and over .

8. Phase out retirement test for persons aged 65
and over by gradually lowering the age at which
the test no longer applies.

(Amounts in billions)

S. 1287

S. 1418

1983 .9 2.1

1980 ' 3.7 2.4 2.1 2.1

S. 2208 1980 ' .9 .6 .8 1.3

I The enactment of each proposal was assumed to be in September Note: The above estimates are based on the assumptions in the
1980. March update of the President's 1981 budget.

Source: Social Security Administration.

2.2

2.2

1.9



1973

Total

Men
Women.

100.0

70.4
29.6

100.0

69.7
30.3

7,674,438 100.0 1,555,678 100.0

58.1 1,097,672
41.9 458,006

70.6
29.4

100.0 1,386,232

57.0 976,110
43.0 410,122

100.0 1,496,571

57.4 1,042.589
42.6 453,982

8,758,863

4,992,337
3,766,526

* Percent of those aged 62 to 71 who would be eligible to receive retired.
worker benefits at end of year. Excludes dicabled-worker beneficiaries aged
62 to 64.

$Data not available.

Source: Social Security Bulletin, December 1978.

Note: Data reflect only those individuals who have actually applied for
benefits.

15.8

19.6
10.9

17.9

21.7
12.8

20.3

24.6
14.2

1972

Total

Men
Women

12.4 2,435,330 3,588,546

15.4 1,870,599 2,693,016
8.5 564,731 895,530

13.8 2,301,154 3,269,247

16.8 1,740,914 2,440,306
9.7 560,240 828,941

15.2 1,998,225 2,792,429

18.5 1,523,994 2,102,706
10.6 474,231 689,723

8,361,162

4,800,876
3,560,286

1970

Total

Men
Women

4,455,453
3,218,985

.68

.69

.63

.70

.71

.68

.72

.72
.69

41

46
29

(2)

(2)
(2)

(2)

(2)(2)



TABLE 7.-NUMBER OF RETIRED-WORKER BENEFICIARIES AFFECTED BY EARNINGS TEST, PERCENTAGE
DISTRIBUTION BY AMOUNT OF EARNINGS, AVERAGE BENEFIT WITHHELD AND BEFORE WITHHOLDING,
AND PERCENT WHO LOST ALL BENEFITS, BY SEX, TYPE OF EMPLOYMENT, AND PRIMARY INSURANCE
AMOUNT, 1975

Sex. type of employ-
ment, and primary
insurance amount

l otal

Per
Number cent

Percentage distribution, by amount of ;ernriigs

Less $4,000) $6.00 $8,00() $10,U0()
than to to to or

lot.al $4,000 $b.999 $/,999 $9,99 more known

Ratio of
benefits

with-
Average benefit held

amount to
amount

Before before
With- with- with-
held holding holding

921,b67 100.0 100 16.9 12.1 13.1 10.1 40./ 7.1 $2,)258 $3,483

Wage and salary
Less than $200
$200 to

$299.90
$300 or more

Self employed
Less than $200
$200 to

$299.90
$300 or more

Wage and salary
and self-employed

Less than $200
$200 to

$299.90
$300 or more

613,478 66.b 100
46,791 5.1 100

173,471
393,216
138,987

11,221

18.8
42.7
15.1

1.2

47,989 5.2
79,777 8.7

186 12.8 14.5 11.4 42.3 .4 2,294 3,647
44.2 24.3 14.7 5.1 10.4 1.3 874 1,899

100 30.3 20.9 24.1
100 10.4 7.8 10.1
100 15.4 11.6 11.2
100 47.3 22.1 13.1

100 23.9 18.1 15.1
100 5.9 6.3 8.3

12.4 11./ .6
11.1 59.6 .3
7.8 53.8 .2
5.1 12.0 .4

1,512
2,806
2,645

913

3,127
4,084
3,815
2,026

8.5 34.2 .2 1,811 3,238
7.8 71 6 .1 3,390 4.417

26,236 2.8 100 11.6 11.2 12.6 10.4 54.1 .1 2,517 3,790
1,708 .2 100 34.2 24.1 15.6 7.6 18.4 .1 967 1,887

7,563 .8 100 19.2 18.1 19.0 12.4 31.2 .1 1,760 3,113
16.965 1.8 100 5.9 6.8 9.4 9.9 67.9 .1 3.011 4.283

.63 35
.46 19

.48

.69

.69

.45

17
44
46
21

.53 33

.77 58

.66 42

.51 27

.57 30

.70 48

Ment

Percent
who lost

all
benefits

0.65 39

.



Unknown
I ess than $200
$200 to

$299.90
$300 or more

Women

142,96b 15b.b 100 12.1
39.078 4.2 100 15.0

4b, Ibb b.0 100
57,723 b.3 100

17.1
6.3

9.5
9.9

14.5
5.2

12.9
7.4

6.2 8.9 40.4 1,639 2,535
7.8 27.1 46.2 2,575 3,785

397,105 100.0 100 29.5 20.3 18.0 10.8 16.7 4.7 1,520 2.625

Wage and salary
Iess than $200
$200 to

$299.90
$300 or more

Self-employed
Less than $200
$200 to

$299.90
$300 or more

Wage and salary
and self-employed

Less than $200
$200 to

$299.90
$300 or more

Unknown
Less than $200
$200 to

$299.90
$300 or more

320,865 80.8 100 30.9 21.4
77,541 19.5 100 62.4 24.8

150,835
92,489
14,786
3,349

38.0
23.3

3.7
.9

100
100
100
100

28.4
8.7

27.8
54.2

28.0
7.9

17.9
20.2

19.3 11 5 16.7 .2
8.2 2.1 2.1 .4

27.7
14.7
14.9
11.7

6,107 1.5 100 30.9 24.3 17.6
b,330 1.3 100 7./ 9.3 13.9

3,777 1.0 100 19.9 16.9 19.1
712 .2 100 43.6 26.8 15.8

1,416
1,649

57,677
26,382

.4

.4
14.5
6.6

20,150 b.
11,145 2.8

100
100
100
100

100
100

21.0
8.5

22.4
31.2

20.9
4.b

22.4
8.0

15.3
14.3

25.4
15.0
11.5
7.7

22.6 16.9
4.6 10.Q

10.7
20.5

8.9
4.6

5.0
48.0
30.4

9.2

.2

.2

.1

.1

1,557 2,757
641 1,754

1,391
2.595
1.926

806

2.696
3,b99
2,935
1,774

8.3 18.8 .1 1,544 2,734
11.8 57.2 .1 3.068 3,894

12.5 31.5 .1 1,923 3,024
4.7 9.0 .1 796 1,721

13.8
14.1

7.3
5.0

17.3
54.3
12.2
8.9

.1

.1
31.3
32.9

1,545
2,194
1,184

867

2,722
3,844
1,782
1,393

7.0 5.4 27.2 1,271 1,978
13.4 32.1 34.4 1,776 2,400

Source: Social Security Bulletin, December 19/8.

Note: Data reflect only those individuals who have actually applied for
benefits.

9.1 b.7 18.6 44.0 1,b79 2,404
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.56

.37

.52

.70

.66

.45

.56

.76

.64
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.57

.66

.62

.64
.74

18
9

12
35
38
21

31
58

32
19

24
43
41
33

30
47



TABLE 8.-NUMBER OF DEPENDENT AND SURVIVOR BENEFICIARIES WHO LOST BENEFITS BECAUSE OF
OWN EARNINGS, PERCENTAGE DISTRIBUTION BY AMOUNT OF EARNINGS, AVERAGE BENEFIT AMOUNT
WITHHELD AND BEFORE WITHHOLDING, BY TYPE OF BENEFICIARY AND AGE, 1975

Ratio ot
Percentage distribution, by amount of earnings Average benefit amount benefits

S. .- -withheld to
Less $3,000 b$.000 $9,000 Before amount
than to to or Un- with- before

lype of beneficiary and age Number lotal $3,000 $5.999 $8.999 more known Withheld holding withholding

Dependents of retired workers:
Wives 34,939 100 9.6 30.8 22.3 18.0 19.3 $638 $974 0.66

Under 35 359 100 11.1 40.2 24.0 11.1 13.6 474 656 .55
35 to 49 5,559 100 6.9 39.7 23.8 16.6 13.0 550 894 .62
50 to 61 15,955 100 8.1 41.0 23.0 16.9 11.0 579 915 .63
62 to 64 3.335 100 23.0 29.1 11.7 19.9 16.3 530 929 .57
65 to 71 9,731 100 9.1 18.3 14.5 20.2 37.9 832 1,141 .73

Children 9,545 100 29.0 46.6 8.0 3.6 12.8 456 979 .47
Under 18 905 100 34.5 33.2 2.4 3.5 26.4 378 9SO .40
18 and over 8,640 100 28.4 48.0 8.8 4.0 10.8 464 981 .47

Dependents of disabled workers:
Wives . 44,690 100 6.9 38.7 26.2 16.3 11.9 564 925 .61

Under 35 5,494 100 7.4 38.9 25.0 13.2 15.5 467 860 .54
35 to 49. 22,434 100 6.2 38.6 26.7 16.7 11.8 562 928 .61
50 to 61 15,986 100 7.3 39.2 26.2 16.9 10.4 609 957 .64
62 to 71 776 100 17.3 27.8 14.2 18.0 22.7 469 743 .63

Children 9,155 100 28.2 49.3 82 6.0 8.3 396 862 .46
Under 18 1,215 100 39.1 41.8 3.4 4.1 11.6 353 928 .38
18 and over 7,940 100 26.6 50.4 8.9 6.3 7.8 403 851 .47



Survivors of deceased workers:
Widows

Under 62
62 to 64
65 to 71

Widowed mothers
Under 35
35 to 49
50 to 64

Widowed fathers
Under 35
35 to 49
50 to 64

Children .
Under 18
18 and over

Parents.

72,824 100 27.3
14,800 100 32.8
31,442 100 27.5
26,582 100 24.0

135,464
15.946
66,694
52,824
2,705

635
1,165

905
26,197
2,670

23,527
10

100
100
100
100
100
100
100
100
100
100
100
100

76
8.5
6.8
8.4
3.0
4.1
2.3
3.2

31.2
47.4
29.5
40.0

40.8
49.7
44.6
31.3

30.7
33.9
30.1
30.5
11.6
15.7
9.8

12.6
49.0
41.1
49.9
30.0

12.6
6.1

11.7
17.3

27.8
28.7
28.4
26.8
15.4
16.4
12.4
15.6
9.6
3.0

10.3
10.0

11.b
6.8

10.9
15.0

22.5
17.2
23.8
22.5
50.0
47.3
52.8
49.2

4.3
2.1
4.6

10.0

7.7 1.040
4.b 734
5.3 1,011

12.4 1.246

11.4
11.7
10.9
11.8
20.0
16.5
22.7
19.4

5.9
6.4
5.7

10.0

1,150
1,072
1.110
1,236

542
721
487
489
542
484
549
574

Source: Social Security Bulletin, December 1978.
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