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CHANGES IN SOCIAL SECURITY BENEFITS
UNDER PUBLIC LAW 93-233

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

This Actuarial Note discusses some of the
changes in Old-Age, Survivors, and Disability
Insurance benefits of the Social Security pro-
gram under Public Law 93-233, enacted on
December 31, 1973.t

These Amendments provided for an 11%
cost-of-living increase in benefits over the
previous level payable in two steps. The first
step would be a 7% increase effective for
March 1974, to be first payable in the April 3
checks. The remaining 4% increase will be
effective for June 1974, to be first payable in
the July 3 checks. These increases apply to
all beneficiaries on the rolls, except for those
receiving benefits under the special-minimum-
benefit provision.

Effective for March 1974, the special-mini-
mum monthly benefit will increase from $8.50
to $9.00 for each year of coverage in excess
of 10 years and up to 30 years. The maximum
special-minimum benefit will increase from
$170 per month to $180 for workers with
30 or more years of coverage. For less than
21 years of coverage, the minimum benefit
will be at least $93.80 per month since the
formula would yield an amount less than this
regular minimum?. The amount of the spe-
cial-minimum benefit, which is not subject
to the automatic benefit provisions, will be
compared with the sum of the worker’s bene-
fit under the regular formula plus his delayed
retirement increment. The worker will be
entitled to an overall amount equal to the
higher of the two benefits. The Maximum
Family Benefit (MFB) will correspond to the
lowest Primary Insurance Amount (PIA)
in the benefit table which is greater than
or equal to the special-minimum.

The maximum taxable earnings base for

1974 is $13,200 and would increase auto-
matically thereafter.

The above described increases in benefits
and in the taxable base in Public Law 93-233
replace the 5.9% benefit increase and the
earnings base increase to $12,600 in 1974
which were contained in the amendments of
July 9, 1973 (P.L. 93-66).

Under the new law, the first possible auto-
matic increase in benefits would be effective
for June 1975 and would be based on the
increase in the consumer price index (CPI)
from the second quarter of 1974 to the first
quarter of 1975. Automatic increases in sub-
sequent years will be effective for the month
of June and generally will be based on
changes in the CPI from first quarter to first
quarter (see Appendix).

The earnings base would be automatically
adjusted on a calendar year basis. The first
automatic adjustment would be effective for
1975, and future automatic adjustments
would be effective for the year following
an automatic increase in Dbenefits (see
Appendix).

The monthly benefit for each kind of bene-
ficiary is determined as the appropriate per-
centage, ag specified in the law, of the PIA,
which according to the benefit table effective
for June 1974 is based approximately on the
following seven-part formula:

* For discussion of the benefit provisions of the
Social Security Act before these amendments, refer
to Albert Rettig and Orlo R. Nichols, Some Mathe-
matical Aspects of the Social Security Amendments
in Public Law 92-608, Actuarial Note No. 80, Janu-
ary 1973, Social Security Administration, Baltimore,
Maryland.

2 The lowest special-minimum benefit actually pay-

able beginning in June 1974 will be $126 based on
24 years of coverage.




119.89% of the first $110 of AMW, plus
43.61% of the next $290 of AMW, plus
40.75% of the next $150 of AMW, plus
47.90% of the next $100 of AMW, plus
26.64% of the next $100 of AMW, plus
22.20% of the next $250 of AMW, plus
20.00% of the next $100 of AMW, sub-

ject to a minimum PIA of $93.80 for

AMW's of $76 or less.

Tables 1A and 1B show the amount of
monthly family benefits effective for June
1974 that will be payable under the Old-
Age, Survivors, and Disability Insurance
(OASDI) system for various types of
families for each Average Monthly Wage
(AMW) interval. , .

The MFB effective for June 1974 is based
approximately on the following formula:

For AMW'’s under $628 the MFB is equiva-

lent to:

117.2% of the first $436 of AMW, plus
58.6% of the next $191 of AMW, subject

to a minimum of 150% 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% of PIA at the
low AMW’s to a maximum of 188% of PIA
for an AMW of $436, and then decreases to
175% of PIA for AMW’s of $628 or more.

The monthly amount payable to transi-
tionally insured individuals, aged 72 or over,
effective for June 1974 is $64.40 for a
worker, and $96.60 for a married couple.
Those eligible to the special “Prouty” bene-

fits at age 72 or over, who have the same
benefit rates as the transitionally insured,
will have their benefits suspended if they are
eligible under the new Supplemental Secu-
rity Income program (SSI).

The lump-sum death payment payable
upon the insured person’s death is always
$255.

Effective for 1974, the maximum amount
of annual earnings for retired workers, their
dependents or survivors, under age 72, for
which no benefits are withheld is $2,400°
Above this amount, monthly benefits are
reduced $1 for each $2 of earnings. The
above amount will be automatically adjusted
on a calendar year basis (see Appendix).

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

Table 5 shows the maximum old-age
monthly benefit payable at the time of re-
tirement to individuals retiring at age 65 in
the years 1940-74. Also shown in the table
are the benefits payable to these individuals
in 1974 after the fuil effect of the amend-
ments in P.L. 93-233.

Table 6 shows the computer routine that
reproduces the exact PIA’s appearing in the
benefit table.

5 This annual exempt amount was increased from
$2,100 to $2,400 in P.L. 93-66, enacted on July 9, 1973.
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Table 2

RELATIONSHIPS AMONG AMW, PIA, AND MFB
FOR SELECTED AMW’S, PUBLIC LAW 93-233

PIA as % MFB as % MFB as %

_Amw of AMW of PIA of AMW

$ 76 123 150 185
100 121 150 181
150 99 150 149
200 86 150 129
250 78 153 119
300 71 164 117
350 68 174 118
400 65 182 118
436 62 188 117
450 62 187 115
500 60 183 110
550 58 181 105
600 57 177 101
650 57 175 99
700 54 175 95
750 52 175 92
800 51 175 89
850 49 175 86
900 47 175 83
950 46 175 81
1000 45 175 79
1050 44 175 77
1100 43 175 75

Table 3

EFFECTIVE EARNINGS BASE AND CONTRIBUTION RATE
PUBLIC LAW 93-233

Annual o Contribution rate (percent)
Calendar Earnings s Employer and Empicyee
Year Base each Self-employed
Total ~ _OAsDI HI Total 0ASDI HI
1974 $13,200 5.85 4,95 9 7.9 7.0 9
Table 4
EFFECTIVE MAXIMUM CONTRIBUTION, PUBLIC LAW 93-233
Calendar Employer and Employee
Year each Self-employed
Total 0ASDI _HI Total OASDI ~H
1974 $772.20 $653.40 $118.80 $1,042.80 $924.00 $118.80
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Table 5
OLD-AGE BENEFIT PAYABLE TO INDIVIDUAL
WHO RETIRED AT AGE 65 WITH MAXIMUM AVERAGE
MONTHLY WAGE ATTAINABLE

Benefit Payments Payable

Year of Attainment Benefit Payment Under Public Law 93-233
of age 65! at Retirement in Year Effective for June 1974
Man Woman Man Woman
1940 $41.20 $41.20 $181.60 $181.60
1941 41.60 41.60 181.60 181.60
1942 42.00 42.00 183.80 183.80
1943 42.40 4240 183.80 183.80
1944 42.80 42.80 185.80 185.80
1945 43.20 43.20 185.80 185.80
1946 43.60 43.60 188.10 188.10
1947 44.00 44.00 189.90 189.90
1948 44.40 44.40 189.90 189.90
1949 4480 44.80 191.70 191.70
1950 45,20 45,20 194.10 194.10
1951 68.50 68.50 194.10 194.10
1952 68.50 68.50 194.10 194.10
1953 85.00 85.00 214.40 214.40
1954 85.00 85.00 214.40 214.40
1955 98.50 98.50 214.40 214.40
1956 - 103.50 103.50 226.50 226.50
1957 108.50 108.50 236.80 236.80
1958 108.50 108.50 236.80 236.80
1959 116.00 116.00 236.80 236.80
1960 119.00 119.00 242.80 242.80
1961 120.00 120.00 244.70 244.70
1962 121.00 123.00 246.90 251.10
1963 122.00 125.00 248.90 254.90
1964 123.00 127.00 251.10 259.00
1965 131.70 135.90 251.10 259.00
1966 132.70 135.90 252.90 259.00
1967 135.90 140.00 259.00 266.80
1968 156.00° 161.60° 263.00 272.40
1969 160.50 167.30 270.70 282.10
1970 189.80 196.40 278.20 288.00
1971 213.10 220.40 284.00 293.60
1972 216.10 224.70 288.00 299.40
1973 266.10 276.40 295.40 306.90
1974 274.60 284.90 304.90 316.30

! Assumes retirement at beginning of year.
2 Effective for February 1968.
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Table 6

FORTRAN V PROGRAM FOR CALCULATION OF EXACT VALUES
OF THE PRIMARY INSURANCE AMOUNTS IN PUBLIC LAW 93-233

PARAMETER N1=12,N2==7,N3=1025
DIMENSION A(N1),X(N1),Z(N1),AMWL(N1),AMWH(N1),
1AMW(N3),M(N1),SMUL(N2),PIA(N3)
199 FORMAT (T3,'AMW',T8,'PIA’//)
200 FORMAT (T2,F5.0,F7.2)
DATA (A(l),1=1,N1)/93.8,7.45,0.,41.195,50.195,
1240.3,33.233,275.8,276.6,145.40,204.30,249.40/
DATA (X(I),1=1,N1)/0.,.55,.5885,.214.,214,0.,.2843,0.,0.,3*.2/
DATA (Z(1),1=1,N1)/9*0.,.4,.5,0./
DATA (AMWL(I),i=1,N1)/76.,77.,95.,111.,404.,
A553.,5654.,652.,653.,657.,751.,1001./
DATA (AMWH(l),I=1,N1)/76.,94.,110.,403.,552.,553.
A,651.,652.,656.,750.,1000.,1100./
DATA (SMUL(}),I=1N2)/1.07,1.13,1.15,1.10,1.20,1.11,1.00/
DATA (M(1),1=1,N1)/5,2,1,1,2,5,3,5,5,5,6,7/
AMW(1)=AMWL(1)
PIA(1)=A(1),
DO 100 I=2, N3
AMW ()=AMW (I—1)+1.
J=1
105 IF (AMW(I) .LE.AMWH (J)) GO TO 110
J=J+1
GO TO 105
110 PIA (N=A ()+X (J) *AMW (1)
IF (AMWL(J))—AMWH())),113,
IF (J.EQ.9) GO TO 113
IF (AMOD (P1A(1),1.)—.49999) 111, 112, 112
111 PIA ()=PIA (1)—AMOD (PIA(1),1.)
GO TO 113
112 PIA ()=PIA (1)+1.—AMOD (PIA(l),1.)
113 PIA (D=PIA (D+Z (J)
=M (J)
CALL SERIES
100 CONTINUE
WRITE (6,199)
WRITE (6,200) (AMW (1),PIA (1),I=1,N3)
SUBROUTINE SERIES
DIMENSION P(N3),P100 (N3)
DO 50 L=K,N2
P ()=PIA (1) *SMUL (L)
CALL ROUND (P,P100,PIA,l)
50 CONTINUE
RETURN
SUBROUTINE ROUND (X,X100,XB,1)
DIMENSION X (N3),X100 (N3),XB (N3)
IF (L.GE.7) GO TO 4
Q=.499
GOTOS
4 Q=01
5 X100(1)=X(1)*100.
IF(AMOD(X100(1),10.)) 3,2,3
3 IF(AMOD(X100(I1),10.)—Q) 2,1,1
2 XB(hH==X(l)
RETURN
1 XB(l)=X(I)+.10—AMOD(X100({),10.)/100.
RETURN
END
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APPENDIX

COST-OF-LiVING INCREASES IN BENEFITS

Automatic benefit increases are based on
changes in the CPI over a measuring period
computed in terms of calendar quarters. The
CPI for a calendar quarter is calculated as
the average of the three monthly CPI’s. It
is required that the rise in the CPI over the
measuring period be at least 3% to trigger
a benefit increase.

The first possible benefit increase would
be for June 1975, based on the CPI increase
from the second quarter of 1974 to the first
quarter of 1975.

Automatic benefit increases in future years
will be effective for the month of June based
on the CPI increase from the first quarter of
the year in which the last automatic benefit
increase was effective to the first quarter of
the year of the new increase.

The above measuring period would be
modified if the Congress should legislate an
increase in benefits. In that case, the measur-
ing period would be from the quarter in
which the legislated increase becomes effec-
tive to the applicable first quarter. However,
no automatic increase could become effective
if in the prior year, an ad hoc increase was
enacted or became effective.

ADJUSTMENTS IN THE EARNINGS BASE

The earnings base for 1975 will be adjusted
by multiplying the corresponding base for
1974 ($13,200) by the ratio of the average
taxable wage of all covered employees for the
first calendar quarter of 1974 to such average
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wage for the first calendar quarter of 1973.
This product will be rounded to the nearest
multiple of $300 and cannot be less than the
base in 1974. Subsequent to 1975, automatic
adjustments in the earnings base can be
effective only for the calendar year following
the effective date of an automatic benefit in-
crease, and will be based on the ratio of the
average first-quarter wage in the year of an
automatic benefit increase to the average
first-quarter wage in the year before the year
in which the earnings base was most recently
increased.

ADJUSTMENTS IN THE EARNINGS TEST

The monthly exempt amount for 1975 will
be adjusted by multiplying the monthly ex-
empt amount in 1974 ($200) by the ratio of
the average taxable wage of all covered
employees for the first calendar quarter of
1974 to such average wage for the first
calendar quarter of 1973 and cannot be less
than the exempt amount in 1974. The product
will be rounded to the nearest multiple of
$10. The annual exempt amount will always
be 12 times the monthly exempt amount.
Subsequent to 1975, automatic adjustments
in the exempt amount can be effective only
for the calendar year following the effective
date of an automatic benefit increase and
will be based on the ratio of the average
first-quarter wage in the year of an auto-
matic benefit increase to the average first-
quarter wage in the year before the year in
which the exempt amount was most recently
increased.



