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I. INTRODUCTION

Arguably the most successful program of the modern welfare state,’
Social Security? has been enormously successful in lifting the elderly out
of poverty.? Thirty years ago, almost 30% of the elderly were in poverty,
a poverty rate that was more than twice as high as the rate for the popu-
lation as a whole.* Today, in contrast, only about 12% of the elderly are
subject to poverty, a rate that is about the same as the rest of the adult
population.’

Yet demographic changes in American society make reform of the
program appear inevitable.® In less than ten years, the first wave of baby
boomers will begin to retire and become the elder boom.” The baby
boom generation is more than 50% larger than the retired generation it
now supports. By contrast, the baby boom generation will be supported

1. See generally Kathryn L. Moore, Privatization of Social Security: Misguided Reform, 71
Temp. L. REv. 131, 131 n.1 (1998) (listing authorities that discuss the success of the program).

2. For purposes of this article, the term Social Security will be used in its generally accepted
manner as referring only to the cash benefits provided by the Old-Age, Survivors, and Disability In-
surance (““OASDI”) program. The Old-Age and Survivors Insurance (**QASI") provides benefits for
retired workers and their spouses and children and to survivors of deceased workers. See Martynas
A. Ycas, The Issue Unrevolved: Innovating and Adapting Disability Programs for the Third Era of
Social Security, SOC. SECURITY BULL, vol. 58, no. 1 at 48, 48-49 (1995). The Disability Insurance
(“DI"")-program provides benefits for disabled workers and their spouses and children and pays for
rehabilitation services for the disabled. See id. For a discussion of other possible definitions of the
term Social Security, see ROBERT J. MYERS, SOCIAL SECURITY 5-6 (4th ed. 1993); ROBERT M. BALL,
SoctaL SECURITY ToDAY AND TOMORROW 1-4 (1978).

3. See generally Center on Budget and Policy Priorities, Strengths of the Safety Net: How the
EITC, Social Security, and Other Government Programs Affect Poverty (pt. 5) (Mar. 9, 1998) <http://
www.cbpp.org/snd98-rep.htm> (discussing effectiveness of Social Security in lifting elderly out of
poverty).

4. 1 1994-1996 ApvisORY COUNCIL ON SoC. SecURITY REP: FINDINGS AND RECOMMENDATIONS
88 (1997) [hereinafter 1994-1996 ApvisORY COUNCIL REPORT].

5. See id; see also US. GEN. AcCT. OFF., SOCIAL SECURITY: DIFFERENT APPROACHES FOR AD-
DRESSING PROGRAM SOLVENCY 2, 12 (GAO/HEHS-98-33 July 1998) (noting that *[s]ince Social Se-
curity's creation, poverty rates for the elderly have fallen from an estimated 50% in 1935 to 11% to-
day,” and that “[t]he Social Security program is one reason that poverty rates among the nation’s
elderly have fallen dramatically . . . .”") fhereinafter DIFFERENT APPROACHES); Steven H. Sandell &
Howard M. lams, Reducing Women’s Poverty by Shifting Social Security Benefits from Retired
Couples to Widows, 16 J. OF POL’Y ANALYSIS AND McMT. 279, 281 (1997) (“The elderly were at
least as well off in the 1980s as the nonelderly when measured by income level.'") (citations omit-
ted); Sheldon Danziger et al., Income Transfers and the Economic Status of the Elderly, in ECONOMIC
TRANSFERS IN THE UNITED STATES 239 (Marilyn Moon ed., 1984) (comparing economic status of eid-
erly with that of nonelderly).

6. See Sylvester J. Schieber, A Framework and Proposal for Social Security Reform, 22 WASH.
Q. 157, 157 (1999) (*‘Social Security reform is a certainty.”).

7. The eldest of the baby boom generation will reach early retirement age (62) in 2008. See
DIFFERENT APPROACHES, supra note 5, at 18.
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by relatively smaller generations. While there are nearly five working-age
individuals to support each American over age 65 today, there will be
fewer than three by 2029, when the last baby boomer turns 65.8 Indeed,
the Board of Trustees of the Federal Old-Age and Survivors and Disabil-
ity Insurance (OASDI) Trust Funds predicts that unless corrective action
is taken, Social Security benefit payments will exceed dedicated tax reve-
nues by the year 2015, and the Social Security program will become in-
solvent—unable to pay promised benefits in full—by the year 2037.°

As a result of these dire predictions, proposals to reform Social Se-
curity abound. They range from moderate tinkering with the current sys-
tem, such as by raising the normal retirement age, to fundamentally re-
structuring the system by privatizing it; that is, by providing all or part
of benefits through pre-funded individual accounts.” Just as the proposals
range widely, their effect on specific subpopulations vary greatly.

Recently policymakers have begun to express concern with how So-
cial Security reform would likely affect specific subpopulations. For in-
stance, President Clinton expressly referred to the needs of lower-income
beneficiaries in discussing Social Security reform.!! Similarly, Jane L.
Ross, Director, Income Security Issues, Health, Education, and Human
Services Division of the General Accounting Office has said, “In addi-
tion to examining the effects of reform proposals on all retirees gener-
ally, attention should be paid to how they affect specific subpopulations,
especially those that are most vulnerable to poverty, including women,

8. See AMERICAN ACADEMY OF ACTUARIES, FINANCING THE RETIREMENT OF FUTURE GENERA-
TIONS: THE PROBLEM AND OPTIONS FOR CHANGE 30 (1998). For an excellent comprehensive discus-
sion of why Social Security faces long-term funding difficulties, see id. at 6-10.

9. See BoARD OF TRUSTEES, FED. OLD-AGE AND SURVIVORS INS. AND DisasiLity INs. TRusT
FuNDs, 2000 Annual Report 3-4 (2000) (using figures that refer to the combined OASDI trust
funds).

10. Cf AMERICAN ACADEMY OF ACTUARIES, supra note 8, at 26 (“The first task for Social Se-
curity is to determine whether to make fundamental changes in the underlying philosophy of the pro-
gram or to preserve the system in its current form. In the context of the current debate, fundamental
reform means providing all or part of benefits through individual accounts that are pre-funded
through the use of market-based securities.”).

11. See Elizabeth A. White, Clinton Kicks Off National Dialogue On Steps to Strengthen So-
cial Security, 25 Pens. & Ben. Rep. (BNA) 857, 858 (Apr. 13, 1998) (‘‘Social Security must con-
tinue to protect the disabled and low-income beneficiaries’’). Vice President Gore reaffirmed this
commitment at a July 1, 1998, public forum on Social Security in Cranston, R.I. Gore Urges Con-
gress to Take Steps to Reform Social Security in 1999, 25 Pens. & Ben. Rep. (BNA) 1549, 1549
(July 6, 1998) (“Gore said any solution strengthening the system should keep it universally fair and
protect the disabled and low-wage workers, particularly women’). Moreover, on October 29, 1998,
President Clinton and Vice President Gore held a roundtable discussion at the White House on wo-
men and retirement security. See The White House: Remarks at roundtable Discussion on Women
and Retirement Security, M2 PRESSWIRE, Oct. 29, 1998, available in Westlaw, ALL NEwS PLus.
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widows, minorities, and the very old.””!?

Determining how Social Security reform would likely affect specific
subpopulations presupposes an understanding of how the current Social
Security System redistributes income. Yet determining how the current
system redistributes income is no easy task. It “involves many judg-
ments, and is not easily answered with general aggregate numbers.””!?
Commentators uniformly agree that until now, Social Security has effec-
tively redistributed income from the working generations to the retired
generations,' but they vigorously debate how effective the program has
been in redistributing income within cohorts.!?

This Article describes how the current system redistributes income. '
The Article does not attempt to develop a mathematical model to gener-
ate an aggregate number. Such an undertaking would go well beyond the
scope of a law review article.!” Instead, the Article identifies and dis-
cusses the principal factors that are most relevant in determining how the
current system redistributes income within generations.!® Since one of the

12. SociaL SECURITY: RESTORING LONG-TERM SOLVENCY WILL REQURE DiFFcuLT CHOICES 4
(GAO/T-HEHS-98-95 1998) [Testimony Before the Special Committee on Aging, U.S. Senate]
(statement of Jane L. Ross, Director, Income Security Issues, Health, Education, and Human Services
Division) [hereinafter DIFFICULT CHOICES]. See also White, supra note 11, at 858 (noting that, at
Kansas City public forum on Social Security reform, “‘one recurring theme voiced by policymakers
and experts throughout the three sessions was the need to act quickly and with attention to the im-
pact across different generations and within different population sectors in the face of looming demo-
graphic challenges the system faces.”"); David A. Weaver, The Economic Well-Being of Social Secur-
ity Beneficiaries, with an Emphasis on Divorced Beneficiaries, Soc. SECURITY BuLL., vol. 60, no. 4,
at 3, 3 (1997) (“One concern of many policymakers will be whether the affected beneficiaries have
low economic status.’’).

13. Starr oF House ComMM. oN WAYS AND MEANS, 1051 CoNG., 1998 GREEN BoOK: BACk-
GROUND MATERIAL AND DATA ON PROGRAMS WITHIN THE JURISDICTION OF THE COMM. ON WAYS AND
MEANS 86 (Comm. Print 1998) [hereinafter 1998 GREEN BoOK].

14. See Kathryn L. Moore, Redistribution Under a Partially Privatized Social Security System,
64 BrOOK. L. REv. 969, 974-75 and authorities cited therein.

15. See generally id. at 988 n.81 and authorities cited therein.

16. This author uses the foundation laid out in this Article to analyze how partial privatization
of Social Security would likely affect women, minorities, and lower-income workers in Kathryn L.
Moore, Partial Privatization of Social Security: Assessing Its Effect on Women, Minorities, and
Lower-Income Workers, 65 Mo. L. REv. 341 (2000).

17. For a discussion of a sophisticated computer model that was developed specifically for this
purpose, see KELLY A. OLSEN ET AL, EMPLOYEE BENEFIT RES. INST., ISSUE BRIEF No. 195, How Do
INDIVIDUAL SOCIAL SECURITY ACCOUNTS STACK UP? AN EvaruaTioN UsSING THE EBRI-SSASIM2
PoLiCY SIMULATION MODEL (1998) (using model to show cost, benefit, national saving, and growth
projections under five options for reforming Social Security).

18. Some economists have viewed Social Security as an annual tax transfer program that re-
distributes income from the relatively affluent working population to the relatively less affluent re-
tired population. More commeonly, however, economists have viewed Social Security from a lifetime
perspective and treat Social Security contributions as mandatory savings for retirement. See Moore,
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fundamental purposes behind Social Security is to provide for progressive
redistribution to lift the elderly out of poverty,'” and women, minorities,
and lower-income workers are at a heightened risk of poverty in old
age,” the Article focuses on how the current system affects these groups.

The Article begins by describing the role Social Security has played
in lifting the elderly, and particularly members of the at-risk groups, out
of poverty. It then analyzes how four elements of the current system: (1)
the method by which benefits are paid out; (2) the progressive benefit
formula; (3) disability benefits; and (4) auxiliary benefits affect these
groups. The Article assumes that the reader has a basic understanding of
how the current system operates. For those who would like more details,
the Appendix provides an overview of the funding and benefit structure
of the current system.

II. How THE CURRENT SOCIAL SECURITY SYSTEM LIFTS THE ELDERLY
OuT OF POVERTY

More than 90% of all “‘aged units,” that is, married couples living
together with a spouse aged 65 or older or individuals 65 or older who
did not live with a spouse,?! received Social Security benefits in 1996.%2
Yet the significance of those benefits varied widely. For beneficiaries in
the highest quintile of income in 1996, those benefits only represented
21% of income.? For beneficiaries in the two lowest quintiles, in con-
trast, they represented 80% or more of income.?* Indeed, while 9% of
aged beneficiaries currently receive total income that falls below the pov-
erty line,” without Social Security, the income of 50% of aged benefi-
ciaries would fall below the poverty line.?¢ Thus, Social Security has
played a significant role in lifting many of the elderly out of poverty.

Overall, older women and minorities are much more likely to be

supra note 1, at 158 n.164 and authorities cited therein. This article applies the lifetime framework
in discussing how Social Security redistributes income within generations.

19. See Moore, supra note 14, at 970 n.5, 988, 988 n.80.

20. See discussion infra Section II.

21. See SCCIAL SECURITY ADMIN., INCOME OF THE AGED CHARTBOOK, 1996 at ii (May 1998)
[hereinafter INCOME CHARTBOOK].

22. See id at 8.

23. See id. at 16.

24, See id.

25. See id. at 10. For the current poverty guidelines, sce Annual Updaie of the Health and
Human Services Poverty Guidelines, 63 Fed. Reg. 9235, 9236 (1998).

26. See INCOME CHARTBOOK, supra note 21, at 10. For a more lengthy discussion of the role
Social Security plays in the well-being of the elderly, see Eric R. KINGSON & Epwarp D.
BERKOWITZ, SOCIAL SECURITY AND MEDICARE: A POLICY PRIMER 71-86 (1993).
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poor than older men and nonminorities.?” Nevertheless, Social Security
plays an important role in reducing the poverty rates of older women and
minorities. For example, while 18% of nonmarried women beneficiaries
aged 65 or over receive total income that falls below the poverty line,
without Social Security the income of 62.6% of these beneficiaries would
fall below the poverty line.?® Similarly, while 26.2% of black benefi-
ciaries aged 65 or older receive total income that falls below the poverty
line, without Social Security the income of 62.2% of these beneficiaries
would fall below the poverty line.?® Likewise, while 22.2% of Hispanic
beneficiaries aged 65 or older receive total income that falls below the
poverty line, without Social Security the income of 60.5% of these bene-
ficiaries would fall below the poverty line.®® Thus, not only does Social
Security play an important role in generally lifting the elderly out of pov-
erty, but it also plays an essential role in lifting many members of the at-
risk groups out of poverty in old age.

III. How THE CURRENT SOCIAL SECURITY SYSTEM REDISTRIBUTES
INCOME

Until now, Social Security has effectively redistributed income from
the working generations to the retired generations. How effective it has
been in redistributing income within cohorts, however, is subject to con-
siderable debate. Advocates of the current system describe it as the coun-
try’s most successful anti-poverty program.®! Critics, in contrast, contend

27. See DirFFicuLT CHOICES, supra note 12, at 5-6
Women, minorities, and persons aged 75 and older are much more likely to be poor than
other elderly persons. For example, compared with 11% for all elderly persons (age 65 and
older) in 1996, poverty rates were 23% for all elderly women living alone, roughly 25% for
elderly blacks and Hispanics, and 31% for black women older than 75%. Unmarried women
make up more than 70% of poor elderly households, although they account for only 45% of
all elderly households.
See also How Will Today’s Women Fare in Yesterday's Traditional Retirement System? Hearing
Before the Subcomm. on Retirement Income and Employment of the House Select Comm. on Aging,
1024 Cong. 42 (1992) (providing 1990 data showing disproportionate poverty rates of elderly wo-
men, minorities, and individuals over age 75) [hereinafter “Women Fare™].

28. See SOCIAL SECURITY ADMIN. INCOME OF THE POPULATION 55 OR OLDER, 1996, at 133 tbl.
VIIL5 (Apr. 1998).

29. See id.

30. See id.

31. See Women Fare, supra note 27, at 55 (beginning her testimony, Lou Glass, President,
Older Women's League, declares, *First let me start by saying that the Social Security system is the
most effective antipoverty program America has ever had.”). See also Peter M. Wheeler & John R.
Keamney, Income Protection for the Aged in the 21st Century: A Framework to Help Inform the De-
bate, Soc. SECURITY BuLL., vol. §9, no. 2, 3, 5 (1996) (*'In the United States, Social Security has
been instrumental in bringing about a significant reduction in poverty among the aged. Although the
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of wives’ earnings relative to their own husbands.'** These studies sug-
gests that white spouses are more likely to collect spouse and surviving
spouse benefits than are blacks.!?

Recent Social Security Administration data confirms that white wo-
men are relatively more likely to collect spouse benefits than are black
women.'?® While white women represented 89% of the women retired
worker beneficiaries in 1997,'7 they represented 92% of the wives of re-
tired worker beneficiaries that year.!”® Black women, in contrast, consti-
tuted 8.5% of the women retired worker beneficiaries,!* but only 5% of
the wives of retired worker beneficiaries that year.’*® Similarly, while
73% of the women disabled worker beneficiaries in 1997 were white,!3!
77% of the wives of disabled worker beneficiaries were white."? Con-
versely, while 19% of the women disabled worker beneficiaries in 1997
were black,'® only 14% of the wives of disabled worker beneficiaries
were black.!3

Unlike spouse benefits, white and black women appear equally
likely to collect surviving spouse benefits based on recent Social Security
Administration data. In 1997, white women constituted 89% of the wo-
men retired worker beneficiaries'* and 89% of the nondisabled widow

124.  See lams, supra note 120, at 29. Overall, lams found that the likelihood of a wife having
low eamings relative to her husband was related significantly to years of education, years of mar-
riage, number of children, and husband’s accumulated earnings level. Wives who were better edu-
cated were significantly less likely to have low earnings relative to their husbands while wives with
more years of marriage, more children, and husbands with higher earnings were significantly more
likely to have low eamings relative to their husbands. See id.

125. A recent study that found that white wives are more likely to drop out of the workforce
for a longer period of time to care for children than are black wives also suggests that whitc women
are more likely to benefit from spouse and surviving spouse benefits than are black women. See
Howard M. lams & Steven H. Sandell, Changing Social Security Benefits to Reflect Child-Care
Years: A Policy Proposal Whose Time Has Passed?, Soc. SECURITY BuLL., vol. 57, no. 4, 10 (Winter
1994).

126. 1998 ANNUAL STATISTICAL SUPPLEMENT, supra note 66, at 184 tbl. 5.Al.

127. See id. at 184 (11,736,660 of the 13,154,740 women retired beneficiaries were white).

128. See id. at 187 (2,675,620 of the 2,897,260 wives of retired worker beneficiaries were
white).

129. See id. at 184 (1,124,240 of the 13,154,740 women retired beneficiaries were black).

130. See id at 187 (145,300 of the 2,897,260 wives of retired worker beneficiaries were
black).

131, See 1998 ANNUAL STATISTICAL SUPPLEMENT, supra note 66, at 186 (1,346,210 of the
1,835,260 disabled women beneficiaries were white).

132, See id. at 188 (156,360 of the 202,620 wives of disabled worker beneficiaries were
white).

133.  See id. at 186 (351,250 of the 1,835,260 disabled women beneficiaries were black).

134. See id. at 188 {28,600 of the 202,620 wives of disabled worker beneficiaries were black).

135. See id. at 184 (11,736,660 of the 13,154,740 women vetired beneficiaries were whites).
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beneficiaries.’*® Similarly, black women represented 8.5% of the women
retired worker beneficiaries'® as well as 8.4% of the nondisabled widow
beneficiaries.!3*

Women of other races'® are about as likely to collect retired worker
benefits as they are to collect benefits as the wives of retired workers or
as nondisabled widow beneficiaries based on recent Social Security Ad-
ministration data. Women of other races, however, are somewhat more
likely to collect benefits as the wives of disabled workers than they are
as disabled workers themselves. Specifically, in 1997, women of other
races represented about 2% of the women retired worker beneficiaries,'0
as well as about 2% of the wives of retired worker beneficiaries'*! and
2% of the nondisabled widow beneficiaries.!*? In contrast, 6.5% of the
women disabled worker beneficiaries were of other races,'*® while 8% of
the wives of disabled workers were women of other races.!®

Wives and widows of higher-income workers appear more likely to
collect Social Security’s spouse and surviving spouse benefits, based on
recent Social Security Administration data. At the end of 1997, almost
75% of the spouses of retired workers had benefits based on high aver-
age lifetime earnings'*® as did almost 60% of nondisabled surviving
spouses.!*¢ In contrast, fewer than one-half of retired workers had bene-

136. See 1998 ANNUAL STATISTICAL SUPPLEMENT, supra note 66, at 192 (4,314,790 of the
4,819,240 nondisabled widow beneficiaries were white).

137. See id. at 184 (1,124,240 of the 13,154,740 women retired workers beneficiaries were
black).

i38. See id. at 192 (413,740 of the 4,819,240 nondisabled widow beneficiaries were black).

139. For a definition of other races, see supra note 82.

140. See 1998 ANNUAL STATISTICAL SUPPLEMENT, supra note 66, at 184 tbl. S.Al (249,110 of
the 13,154,740 women retired beneficiaries were of other races).

141. See id. at 187 (66,260 of the 2,897,260 wives of retired worker beneficiaries were of
other races).

142, See id at 192 (78,560 of the 4,819,240 nondisabled widow beneficiaries were of other
races).

143. See id. 186 (120,880 of the 1,835,260 women disabled worker beneficiaries were other
races).

144. See id. at 188 (15,890 of the 202,620 wives of disabled worker beneficiaries were of
other races).

145. See 1988 ANNUAL STATISTICAL SUPPLEMENT, supra note 66, at 213 tbl. 5.C1 (benefits
based on PlAs of $800 or more). Similarly, less than 10% of spouses of retired workers had benefits
based on PlAs of less than $500 while more than 25% of retired workers had benefits based on
PlAs this low. See id. For a discussion of PIAs and how they are calculated. See supra Appendix
Part B.

146. See 1998 ANNUAL & STATISTICAL SUPPLEMENT, supra note 66, at 225 tbl. 5.F7 (benefits
based on PIAs of $800 or more). Similarly, just over 11% of nondisabled surviving spouses had ben-
efits based on PIAs of less than $500, id., while more than 25% of retired workers had benefits
based on PlAs this low. See id. at 213 tbl. 5.CI.
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fits based on high average lifetime earnings.!¥’ Likewise, almost 55% of
spouses of disabled workers had benefits based on high average lifetime
earnings, while less than 38% of disabled workers had benefits based on
high lifetime earnings.’*® In addition to the Social Security Administra-
tion data, Jams’ study also indicates that the wives of higher-wage work-
ers are more likely to collect these benefits than are the wives of lower-
wage workers, because the wives of higher-wage workers are signifi-
cantly more likely to earn substantially less than their husbands.!*?

2. Dependent Child Benefits

Blacks and other races appear more likely to receive Social Secur-
ity’s dependent child benefits than whites. While blacks only represented
10% of the total Social Security beneficiaries in 1997,' they constituted
23% of the dependent child beneficiaries that same year.'’! Similarly,
while 3% of the Social Security beneficiaries were individuals of other
races in 1997, about 7% of the dependent child beneficiaries were of
other races.'® In contrast, whites represented 86% of the total Social Se-
curity beneficiaries,!’* but only 69% of the dependent child
beneficiaries.!* _

The children of higher-income workers may be somewhat more
likely to receive dependent child benefits than the children of lower-
income workers, based on recent Social Security Administration data.'¢

147. See id. at 213 tbl. 5.C1 (based on PIAs of $800 or more). The average PIA for retired
workers was $772 while the average PIA for spouses of retired workers was $964. See id.

148. See id. at 220 tbl. 5.E1 (based on PIAs of $800 or more). Similarly, about 8% of spouses
of retired workers had benefits based on PIAs of less than $500 while 24% of retired workers had
benefits based on PlAs this low. See id. The average PIA for disabled workers was $728 while the
average PIA for spouses of disabled workers was $860. See id.

149. See lams, supra note 120, at 29. To the extent that the wives are bettcr educated, how-
ever, they may be less likely to receive those benefits. Cf. id (finding that better educated women
are significantly less likely to have low eamnings relative to their husbands).

150. See 1998 ANNUAL STATISTICAL SUPPLEMENT, supra note 66, at 183 (4,538,170 or 10% of
the 43,976,340 Social Security beneficiaries were black in 1997).

151. See id. at 189 (869,880 or 23% of the 3,778,780 child beneficiaries were black).

152. See id. 183 (1,293,550 or 3% of the 43,976,340 Social Security beneficiaries were of
other races).

153. See id. at 213 tbl. 5.C1 (257,860 or 7% of the 3,778,780 child beneficiaries were of other
races).

154. See id. at 183 (37,939,460 or 86% of the 43,976,340 Social Security beneficiaries were
white).

155. See 1988 ANNUAL STATISTICAL SUPPLEMENT, supra note 66, at 189 (showing that
2,602,020 or 69% of the 3,778,780 child beneficiaries were white). '

156. See id. at 213 tbl. 5.Cl, 220 tbl. 5.E1, 225 tbl. 5.F7.
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Specifically, at the end of 1997, the children of retired workers were
more likely to have benefits based on high average lifetime eamings than
were retired workers,'”’ and were less likely to have benefits based on
low average lifetime earnings than were retired workers'>® or disabled
workers.'® On the other hand, the evidence is not unequivocal. The chil-
dren of disabled workers were about as likely to have benefits based on
high lifetime earnings as were disabled workers,'® and surviving child
beneficiaries were less likely to have benefits based on high average life-
time earnings than were retired workers.!s' Likewise, surviving child ben-
eficiaries were about as likely as retired workers to have benefits based
on low average lifetime earnings.'s? Thus, the children of higher-income
workers may be somewhat more likely to receive dependent child bene-
- fits than the children of lower-income workers, but this does not appear
to be true in all instances.

3. Conclusion

There is little doubt that Social Security’s spouse and surviving
spouse benefits have effectively transferred income within cohorts from
single earners to married couples, and particularly to married couples
with one earner.'®3 In addition, there is little doubt that women are far
more likely to collect those benefits than are men.

The distribution of spouse and surviving spouse benefits among wo-
men is less clear. Nevertheless, it appears that white women are more

157. Almost 59% of the children of retired workers had benefits based on PlIAs of $800 or
more while 48% of retired workers had benefits based on PlAs that high. See id. The average PIA
for retired workers was $772 while the average PIA for children of retired workers was $856. See id.

158. Just under 15% of children of retired workers had benefits based on PIAs of less than
$500 while over 25% of retired workers had benefits based on PIAs that low. See id.

159. Less than 13% of children of disabled workers had benefits based on PIAs of less than
$500 while 24% of disabled workers had benefits based on PIAs that low. See 1988 ANNUAL STATIS-
TICAL SUPPLEMENT, supra notc 66, at 220 tbl. 5.El. The average PIA for disabled workers was $728
while the average PIA for children of disabled workers was $770. See id.

160. About 39% of children of disabled workers had benefits based on PIAs of $800 or more,
while more than 37% of disabled workers had benefits based on PIAs that high. See id. at 220 tbl.
5.E1, 225 tbl. 5.F7.

161. Just under 40% of surviving child beneficiaries had benefits based on PIAs of $800 or
more, while 48% of retired workers had benefits based on PIAs that high. See id. at 213 tbl. 5.C1.

162. Twenty-four percent of surviving child beneficiaries had benefits based on PlAs of $500
or less, while just over 25% of retired workers had benefits based on PlAs that low. See id. at 213
tbl. $.C1, 225 tbl. 5.F7.

163. See authorities cited in Moore, supra note 14, at 973 n.24. Whether this is an appropriate
redistributive policy is subject to considerable debate. See id. at 988 n.81 and authorities cited
therein.
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likely to collect spouse benefits than are black women, while white and
black women are equally likely to collect surviving spouse benefits, Wo-
men of other races are about as likely to collect retired worker benefits
as they are to collect spouse or surviving spouse benefits, but they are
somewhat more likely to collect benefits as the wives of disabled work-
ers than they are to receive benefits as disabled workers themselves. The
wives of higher-wage workers are more likely to receive spouse and sur-
viving spouse benefits than are the wives of lower-wage workers.

Nonwhites disproportionately benefit from Social Security’s depen-
dent child benefits. On the other hand, the children of higher-income
workers may be somewhat more likely to collect dependent child benefits
than the children of lower-income workers, although the evidence is not
indisputable.

IV. CONCLUSION

Careful consideration of the four elements of the current Social Se-
curity System that are most relevant in determining how the program re-
distributes income: (1) the method by which benefits are paid out; (2) the
progressive benefit formula; (3) disability benefits; and (4) auxiliary ben-
efits, helps explain why commentators vigorously debate how effective
Social Security has been in redistributing income within generations.
Only one of the four factors, the progressive benefit formula, treats all
three of the at-risk groups in the same manner. Moreover, there is even
an exception with respect to that factor. The progressive benefit formula
tends to benefit all three of the at-risk groups: women, minorities, and
lower-income workers, with the exception of Asians. The way in which
the other three elements affect the at-risk groups is mixed, and in some
cases more complex.

Benefits are paid out by a method that clearly tends to favor wo-
men, Hispanics, and Asians and to disadvantage blacks and lower-income
workers. The effect of the disability benefit provisions is dependent on
two factors: (1) its progressive benefit formula; and (2) the likelihood of
beneficiaries collecting such benefits. The progressive benefit formula
tends to favor all three of the at-risk groups (with the exception of
Asians), while the likelihood of collecting disability benefits varies
among the at-risk groups. Minorities and lower-wage workers are more
likely to receive disability benefits than are their non-minority and
higher-wage counterparts. In contrast, women (with the possible excep-
tion of black women) are less likely to receive disability benefits than are
men. Thus, Social Security’s disability benefit provisions clearly tend to
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favor minorities (except perhaps Asians) and lower-wage workers, while
its effect on women is mixed.

The effect of auxiliary benefits also depends on the same two fac-
tors: (1) the progressive benefit formula; and (2) the likelihood of col-
lecting benefits. Again, the progressive benefit formula tends to benefit
all three of the at-risk groups (with the exception of Asians), while the
likelihood of collecting auxiliary benefits varies among the at-risk
groups. Women are far more likely to collect spouse and surviving
spouse benefits than are men, but it is more difficult to determine how
the benefits are distributed among women. Overall, white women appear
more likely to collect spouse benefits than black women, while white and
black women appear equally likely to collect surviving spouse benefits.
Wives and widows of higher-income workers, on the other hand, appear
more likely to collect spouse and surviving spouse benefits than the
wives and widows of lower-income workers. With respect to dependent
child benefits, nonwhite children are more likely to collect those benefits
than are white children. In contrast, the children of higher-income work-
ers may be somewhat more likely to collect the benefits than those of
lower-income workers. .

While recognizing that determining how the current Social Security
system redistributes income is complex, this Article lays an important
foundation for evaluating proposed reforms of the system. Since one of
the fundamental purposes underlying the current system is to lift the eld-
erly out of poverty, policymakers can and should consider how reform
would interact with the four factors discussed above in order to deter-
mine how reform would likely affect beneficiaries who are at a height-
ened risk of poverty in old age.

APPENDIX

Part A of this appendix briefly describes funding under the current
Social Securtty system. Part B then describes benefits under the current
system. '

A. Funding Under the Current Social Security System's*

Social Security is financed principally’¢s by *“‘contributions,” or pay-

164. For a more comprehensive discussion of the funding provisions, see MYERS, supra note
2, at 129-43.

165. Currently, the OASI program receives approximately ten percent of its income from other
sources. Because the Social Security program is currently running a surplus, and that surplus is in-
vested in special-issue Treasury securities, interest on those securities provides approximately 8.4%
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roll taxes imposed on employers and employees. The Federal Insurance
Contributions Act!%® requires that employers'” and employees!®® each
“contribute” 6.2% of wages,!s° up to a maximum taxable wage base, in-
dexed for inflation and equal to $72,600 in 1999,' to finance old-age
survivor and disability insurance benefits.!”! ‘‘Contributions” are
mandatory; employers and employees can not opt out of the system.!”
As originally enacted, Social Security provided for the creation of a
substantial reserve!” to fund future Social Security benefits.!” The crea-
tion of such a reserve, however, was widely criticized.!” In 1939, Con-
gress amended the program to increase benefits to the first generation of
retirees'’ and to shift the program towards a pay-as-you-go system

of the OASI program income. In addition, a portion of Social Security benefits may be subject to
federal income tax. Revenues from that tax are transferred into the Social Security trust fund and
represent about 1.4% of the program’s total income. See PANIS & LILLARD, supra note 50, at 4.

Although Social Security is usually a self-supporting system, the 1983 amendments to the Act
directed that certain benefits be financed out of general revenues. See DIFFERENT APPROACHES, supra
note 5, at 37 & n.39 (describing benefits to be funded out of general revenues); MYERS, supra note
2, at 29-30 (noting this exception to general rule that Social Security is self-supporting system).

166. 26 U.S.C. §§ 3101-3128 (1994). The self-employed are required to make similar “contri-
butions.” 26 U.S.C. §§ 1401-1403 (1994).

167. See 26 U.S.C. § 3111(a) (1994).

168. See 26 U.S.C. § 3101(a).

169. 5.35% of the tax is ailocated to the OASI program while .85% is allocated to the DI pro-
gram. Board of Trustees, supra n.9, at 6. For a table listing the tax rates from 1937 through 1998,
see CCH, 1998 SociAL SECURITY EXPLAINED, § 201, at 29-30 (Health Law Prof’] Series 1998).

170. See 26 U.S.C. § 3121(a)(1) (1994). For a table listing the taxable wage base for each
year from 1937 through 1998, see CCH, supra note 169, § 208, at 40. For 1999's rate, see Increases
in Annual Contribution Rates and Exempt Earnings Amounts for 1999, Soc. SECURITY BULL, vol. 61,
no. 3, at 45, 45 (1998).

171. The Act also requires that employers and employees contribute 1.45% of wages to fund
hospital insurance, that is, Medicare. See 26 U.S.C. §§ 3101(b), 3111(b) (1994).

172. For a discussion of the compulsory nature of the Social Security program, see Moore,
supra note 1, at 136-137 and sources cited therein. See also KINGSON & BERKOWITZ, supra note 26,
at 120-21 (discussing justifications for compulsory nature of Social Security).

173. The reserve was expected ultimately to reach $47 billion. See CHARLES M. BRAIN, SOCIAL
SECURITY AT THE CROSSROADS 56 (1991); J. DOUGLAS BROWN, AN AMERICAN PHILOSOPHY OF SOCIAL
SECURITY: EVOLUTION AND ISSUES 179 (1972).

174. The reserve was to have accumulated because payroll tax revenues in the early years of
the system were expected to greatly exceed expenditures. See MARTHA DERTHICK, BROOKINGS INST.,
POLICYMAKING FOR SOCIAL SECURITY 233 (1979). See generally MYERS, supra note 2, at 375-78 (ex-
plaining why a reserve develops).

175. For citations to those criticisms, see Moore, supra note 1, at 139 n.54.

176. As a result of the amendment, the early retirees received far more than they paid into the
system. See ALICIA H. MUNNELL, BROOKINGS INST., THE FUTURE OF SOCIAL SECURITY 128 (1977). See
also Alan Pifer & Forrest Chisman, Foreward 10 REPORT OF THE COMMITTEE ON ECONOMIC SECURITY
OF 1935, AND OTHER BASIC DOCUMENTS RELATING THE SOCIAL SECURITY ACT xt (50th Anniversary
ed. 1985) (“In broad terms, the thrust of the 1939 Amendments was twofold. First, in place of a
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where current revenues were used to fund current benefits.!”” From 1939
to 1977, Social Security was financed principally on a pay-as-you-go ba-
sis.!”® In 1977, and again in 1983, Congress amended Social Security to
move away from the pay-as-you-go system toward a system with tempo-
rary partial-reserve financing where reserves are to be built up for a few
decades and then used to pay for future benefits.'” Thus, under the cur-
rent system, most current revenues are used to finance current benefits,
but some current revenues are set aside to fund future benefits.!80

B. Benefits Under the Current Social Security System's!

Social Security pays two basic types of benefits to workers: (1) old-

large reserve account for old-age benefits, the adoption of a ‘pay as you go system’ with a partial
reserve meant each generation would finance its parents’ retirement out of current earnings.’).

177. “A pay-as-you-go social security system is one in which annual revenues dedicated to
the system approximately equal annual expenditures.” AARON, supra note 35, at 7. For a discussion
of the difference between the operation of a funded system and a pay-as-you-go system, see
CAROLYN L. WEAVER, THE CRISIS iN SOCIAL SECURITY 119-21 (1982).

178. Technically, until 1972, financing was on a contingency-fund basis. In 1972, Social Se-
curity was amended to provide for financing on a pay-as-you-go basis. See MYERS, supra note 2, at
386, 388 ‘

The 1939 Act changed the financing basis to what was generally believed to be a pay-as-you-
go basis or, more properly, a contingency-fund basis. . . . The 1972 Act . . . moved the fi-
nancing basis for the future to current-cost (or pay-as-you-go) from the previous modified-
reserve procedure. It is important to note that, in the past decade, the actual experience had
been close to current-cost financing. . . .
See also AARON, supra note 35, at 7 (“Although it accumulated a modest reserve in its early years
and that reserve is now declining, the U.S. social security system is essentially a pay-as-you-go
system.”). .

179. See generally 1994-1996 ADvisory COuNCIL REPORT, supra note 4, at 16 (“*As a result
of the 1977 and 1983 Social Security Amendments, the Social Security Trust Funds began to accu-
mulate some reserves . . . in advance of the sharply rising retirement costs of the baby boom genera-
tion.””); Barry P. Bosworth, Fund Accumulation: How Much? How Managed?, in SOCIAL SECURITY:
WHAT ROLE FOR THE FUTURE? 101 (Peter A. Diamond et al. eds., 1996) (**With the 1977 and 1983
Social Security amendments, Congress began to move away from a pay-as-you-go system of financ-
ing, toward a greater emphasis on the adjustment of taxes and promised benefit levels to maintain an
actuarial balance between future costs and future income.”), MYERS, supra note 2, at 390

The 1977 Act—perhaps unintentionally—changed the financing basis from pay-as-you-go to
the hybrid one of temporary partial-reserve funding, by intending to build up a mammoth
fund over a period of years and then liquidating it. . . . The 1983 Act did not change the fi-
nancing basis, but rather exacerbated it by producing even larger fund buildup in the next few
decades.”
For a detailed discussion of how the reserves developed, see Forrest P. Chisman, Social Security
Reserves and the Budget Deficit, in SOCIAL SECURITY AND ECONOMIC WELL-BEING ACROSS GENERA-
TIoNs 39, 39-59 (John R. Gist ed., 1988).

180. At present, approximately $500 billion has been set aside to pay for future benefits. See
1994-1996 Apvisory COUNCIL REPORT, supra note 4, at 16.

181. For a comprehensive discussion of the benefit provisions, see MYERS, supra note 2, at
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age'® and (2) disability'®® benefits. In addition, it pays ‘“‘auxiliary”'® or
“derivative” '®% benefits to certain family members of retired, disabled,
and deceased workers.!8¢ All of these benefits are based on the workers’
eamnings record.'®’

To calculate old-age benefits, the government begins by determining
the number of years upon which to base benefits.!®® The base is currently
35 years for everyone born after 1928 and retiring in 1991 or later.!®®
Eamings are then indexed for inflation.'® Average adjusted earnings, or
“average indexed monthly earnings” (‘“AIME”), are then calculated by
taking the best 35 years of earnings adjusted for past wage inflation,!”
adding them together and dividing by 420 (the number of months in 35
years).!” Average adjusted earnings'®® are then multiplied by a progres-
sive benefit formula to determine the “primary insurance amount’ (PIA),
or how much of the average adjusted earnings should be replaced.!* The
formula replaces a higher percentage of adjusted average earnings the

47-129. :
182. See 42 U.S.C. § 402(a) (1994).

183. See 42 US.C. § 423(a) (1994).

184. See MYERs, supra note 2, at 57-58 (referring to benefits received by family members of
retired or disabled workers as auxiliary benefits); Forman, supra note 35, at 924-925 (referring to
benefits, to dependents and survivors of workers as auxiliary benefits).

185. See Burke & McCouch, supra note 119, at 1214 (referring to benefits received by family
members of retired, disabled, or deceased workers as “derivative” benefits).

186. See 42 U.S.C. § 402(b)-(h) (1994).

187. The special minimum benefit is an exception to this rule. It is based on years of covered
employment rather than earnings. See 42 U.S.C. § 415@a)(1)}(A), (@)(1XC) (1994). See also 1998
GREEN BOOK, supra note 13, at 25.

188. See SoCIAL SECURITY ADMIN,, SOCIAL SECURITY: UNDERSTANDING THE BENERTS 11 (1996)
[hereinafter UNDERSTANDING THE BENEFITS].

189. See id. at 11. For those born in 1928 or earlier, there are fewer years in the base. See id.

190. See 42 U.S.C. § 415(b) (1994). All individuals who reach 65 after 1983 must index their
eamings. Individuals who reached age 62 before 1979 may not index their earnings, and individuals
who reached age 62 after 1979 but before 1984 may, but are not required to, index their earnings.
See 2A SOCIAL SECURITY LAwW AND PRACTICE §§ 22:5-7 (1987).

To index earnings, “‘each year’s wage is multiplied by an ‘indexing factor,” which equals
the ratio of the average national wage in the year the worker turns 60 to the average national
wage in the year to be indexed. For administrative convenience, wages earned at age 60 or
later are left at their nominal values in the indexing process.”

STEUERLE & BAKUDA, supra note 35, at 76.

191. For individuals born before 1928, fewer than 35 years will be taken into account. See
UNDERSTANDING THE BENEFITS, supra note 188, at 11.

192. Again, for individuals born in 1928 or earlier, fewer months will be taken into account.
See id. '

193. For a discussion of the advantages of using average earnings, see J. DouGLAs Brown, Es-
SAYS ON SocCIAL SECURITY 21-23 (1977).

194. See 42 US.C. § 415(a) (1994).
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lower one’s average earnings so that the ratio of benefits to average earn-
ings is higher for those with low average earnings than for those with
high average earnings. For those reaching age 62 in 1999, the formula
replaced 90% of the first $505 of AIME, plus 32% of AIME between
$505 and $3,043, plus 15% of AIME above $3,043.1% As a result of the
application of this progressive benefit formula, Social Security benefits
replace approximately 56% of the AIME of workers with low lifetime
covered earnings, 42% of the AIME of workers with average lifetime
covered earnings, and 29% of the AIME of workers with lifetime cov-
ered earnings at or above the maximum taxable level.!* Disability bene-
fits are calculated in a similar manner, but fewer than 35 years may be
taken into account in determining the PIA for a disabled worker.'’
Under current law, a worker'”® is entitled to receive “full benefits,”
that is, benefits equal to her PIA, at “Normal Retirement Age.”'* The
normal retirement age is currently age 65 but is scheduled to increase
gradually to age 67 by the year 2022.2° A worker may elect to receive
actuarially reduced benefits as early as age 62.0! Similarly, a worker
may elect to delay the receipt of benefits beyond age 65 and receive a
less than actuarially fair increased benefit.?02 A ‘“‘totally disabled’’ 203

195. See BOARD OF TRUSTEES, FED. OLD-AGE AND SURVIVORS INS. AND DisaBmITY INS. TRUST
FunNDs, 1999 Annual Report 68 (1999) [hereinafter 1999 TrusTEES REPORT]. For a more detailed dis-
cussion on how to calculate Social Security benefits, see STEUERLE & BAKUA, supra note 35, at 75-
83. See also 1999 TRUSTEES’ REPORT, at 64-69 (showing values for program amounts that are subject
to automatic adjustment).

196. See DIFFERENT APPROACHES, supra note 5, at 15.

197. For disabled workers, the PIA is calculated as though the worker had attained age 62 at
the time of disablement. See 42 U.S.C. 423(a)(2) (1994). See also CCH, supra note 169, §§j 507.3,
520.2; MYERS, supra note 2, at 54, STEUERLE & BAKUA, supra note 35, at 84-85.

198. In order to be eligible for old-age benefits, a worker must be “fully insured;” that is, the
worker must have worked in covered employment for a long enough period of time. See 42 U.S.C.
§§ 402(a)(1), 414(a) (1994). For a discussion of the “fully insured” requirement, see CCH, supra
note 169, §9 504-505; MYERS, supra note 2, at 47-49.

199. See MYERS, supra note 2, at 51 (noting this terminology could be used differently but
contending that it makes sense to refer to age 65 as the normal retirement age and 100% of the PIA
as full benefits). See also STEUVERLE & BAKUA, supra note 35, at 76 (using normal retirement age
terminology).

200. The normal retirement age is scheduled to increase for workers born in 1938 and thereaf-
ter. For a table showing how the Normal Retirement Age will gradually increase, see CCH, supra
note 169, q 518, at 204; MYERS, supra note 2, at 51.

201. See 42 U.S.C. § 402(q) (1994). Benefits are currently reduced by 5/9 of 1% of the
amount of the benefit, multiplied by the number of months in the period beginning with the first
month for which the individual is entitled to the benefit and ending with the month before the month
in which he or she would attain normal retirement age. See id. See also CCH, supra note 169,
q 535.1, at 262.

202. See 42 U.S.C. § 402(w) (1994). For a discussion of the calculation of the delayed retire-
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worker®® is also entitled to receive benefits equal to her PIA.%5

Upon reaching age 65,2% the spouse?®” of a retired or disabled
worker is entitled to receive a spouse benefit equal to 50% of the
worker’s PIA.2® The spouse may elect to receive an actuarially reduced
benefit as early as age 62.2° Spouses who are entitled to receive benefits
based upon their own eamings record as well as their spouse’s eamings
record may only receive a total benefit equal to the larger of the two
benefits.?!® Thus, those spouses whose worker benefits exceed their
spouse benefits are only entitled to receive their own worker’s benefit. In
contrast, ‘“‘dually entitled” beneficiaries, that is, spouses whose spouse
benefits exceed their worker’s benefits,?!! are only entitled to a total ben-
efit equal to their spouse benefit.2'*> A retired worker’s dependent chil-
dren’® may also be eligible to receive a benefit equal to 50% of the

ment credit, see CCH, supra note 169, § 539. Although the delayed retirement credit is not currently
actuarially fair, a modification of this credit has been phased in so that by 2009 the delayed retire-
ment credit should be actuarially fair. See ADVISORY COUNCIL ON SOCIAL SECURITY, supra note 49,
at 73.

203. See 42 U.S.C. § 423(a)(D), (d) (1994). For a detailed discussion the *‘totally disabled”
requirement, see CCH, supra note 169, 4 520.1; MYERS, supra note 2, at 54-56.

204. In order to be eligible for benefits, a totally disabled worker must also be fully insured
and *“‘disability insured”; that is the worker who must have worked in covered employment long
enough and recently enough. See 42 U.S.C. § 423(a)(1)(A), (c) (1994). For a detailed discussion of
the “disability insured” requirement, see CCH, supra note 169, | 505.5; MYERS, supra note 2, at 50.

205. See note 197. If the worker becomes disabled after having received early retirement ben-
efits, the benefit will be actvarially reduced for the period of time during which the worker received
early retirement benefits. See 42 U.S.C. § 402(q)2); CCH, supra note 169, §| 520.7; MYERS, supra
note 2, at 54 & n.44. )

206. Just like the Normal Retirement Age for old-age benefits, this age is scheduled to in-
crease gradually to age 67. See supra note 200 and accompanying text. See also MYERS, supra note
2, at 51. A spouse, regardless of age, may also receive such a benefit if the spouse has care of a
child under age 16 or a child of any age who was disabled prior to age 22. See 42 U.S.C.
§ 402(b)(1)(B), (c)(1)(B) (1994); CCH, supra note 169, § 522, at 236; MYERS, supra note 2, at 57-
38.

207. Divorced spouses may also be entitled to receive benefits. For a more detailed discussion
of benefits for divorced spouses, see CCH, supra note 169, § 522.5; Carlton D. Stansbury, The Fam-
ily Law Practitioner’s Guide to Social Security, 1995 AB.A. SEC. Fam. L. 37-39.

208. See 42 U.S.C. § 402(b)(2) (1994).

209. For a discussion of the actuarial reduction, see MYERS, supra note 2, at 59. The benefit
of a spouse caring for a minor or disabled child of the insured will not be actuarially reduced. See
CCH, supra note 169, § 522.

210. See STEURELE & BAKDA, supra note 35, at 80.

211. See, e.g., 1998 ANNUAL STATISTICAL SUPPLEMENT, supra note 66, at 231 tbl. 5.G2;
STEUERLE & BAKUA, supra note 35, at 80; Barbara A. Lingg, Women Beneficiaries Aged 62 or
Older, 1960-88, 53 Soc. SEcuriTY BuLL, vol. 53, no. 7, at 2 (1990).

212. See 42 U.S.C. § 402(k)(3)(A) (1994). See also CCH, supra note 169, § 521, at 235;
Burke & McCouch, supra note 119, at 1214 & n.25.

213. See 42 US.C. § 402(d) (1994). For a more detailed discussion of the 'requirements for
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worker’s PIA, but family benefits are limited to a maximum of 150 to
about 188% of the worker’s PIA, depending on the size of the PIA.2¥

The surviving spouse of an insured worker is entitled to receive a
surviving spouse benefit equal to 100%?'> of the deceased worker’s
PIA%6 if the surviving spouse is age 65 or older.?'” Surviving spouses as
young as age 60 may elect to receive an actuarially reduced benefit.?!8
Again, working spouses are only entitled to receive a total benefit equal
- to the larger of their own worker’s benefit or their surviving spouse ben-
efit.2’? In addition, a deceased worker’s dependent children?® and par-
ents??! may also be eligible to receive a benefit equal to 75%?%?? of the
worker’s PIA. However, total family benefits are limited to a maximum
of 150 to about 188% of the worker’s PIA.?3

Social Security benefits are subject to a number of additional adjust-
ments.2* For example, benefits are automatically adjusted according to
increases in the cost of living.?® In addition, a Social Security “‘eamn-
ings’ or “retirement” test reduces or even eliminates benefits for benefi-
ciaries?? who receive ‘““excess’’??’ earnings.’?® Moreover, very low wage

children’s benefits, see CCH, supra note 169,  524; Stansbury, supra note 207, at 40-43.

214. See 42 U.S.C. 403(a) (1994). For a discussion of how the maximum family benefit is cal-
culated, see 1998 GRegN BOOK, supra note 13, at 29-30; CCH, supra note 169, § 538; MYERS, supra
note 2, at 90-94; see also STEURLE & BaKuA, supra note 35, at 81.

215. If the deceased spouse received a reduced benefit prior to death, the surviving spouse is
entitled to a benefit equal to the amount the deceased spouse would be receiving or 82 2 % of the
deceased worker's PIA, whichever is greater. See 42 U.S.C. § 402(e)(2XD), (f)(3XD) (1994); CCH,
supra note 169, g 525, at 246.

216. If the insured dies before reaching age 62, the surviving spouse benefit may be based on
a specially computed PIA. See CCH, supra note 169, § 525, at 246-47.

217. See STEUERLE & BAKUA, supra note 35, at 80. In a similar, though not identical, manner
to the Normal Retirement Age for old-age benefits, the age for eligibility for full surviving spouse
benefits is scheduled to increase gradually to age 67. See MYERS, supra note 2, at 51.

218. See CCH, supra note 169, q 525, at 246, MYERS, supra note 2, at 60.

219. See STEUERLE & BAKUA, supra note 35, at 80; Burke & McCouch, supra note 119, at
1214 & n.25.

220. See 42 US.C. § 402(d) (1994).

221. See 42 US.C. § 402(h) (1994).

222. If only one parent is eligible for the benefit, the benefit equals 82':% of the deceased
worker's PIA. See 42 U.S.C. § 402(h)(2)(A) (1994).

223. See STEUERLE & BaKua, supra note 35, at 81. The eamings test was recently repealed
for workers at or above the normal retirement age. See Public Law No. 106-182, 114 Stat. 198
(2000).

224. This section addresses the most significant of the adjustments. For a comprehensive dis-
cussion of Social Security’s benefit provisions, see MYERS, supra note 2, at 47-129.

225. See 42 U.S.C. § 415(i) (1994). For a more detailed discussion of the cost-of-living ad-
justments, see CCH, supra note 169, 9 541; MYERS, supra note 2, at 101-07.

226. The “earnings test” applies to spouse/dependent benefits as well as worker benefits. See
MYERS, supra note 2, at 121,
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workers may receive a special minimum benefit.?® Finally, 50 to 85% of
the Social Security benefits of beneficiaries whose adjusted gross income
exceeds thresholds as low as $25,000%3° may be subject to income
taxation.?!

227. In 1998, a beneficiary under the age of 65 could eam as much as $9,120 without losing
any benefits. Beneficiaries between the ages of 65 and 70 could eam as much as $14,500 without
losing benefits. Beneficiaries 70 years of age or older are not subject to the earnings test. See CCH,
supra note 169, § 555.1, at 277-78. Under the earnings test, one dollar is deducted from benefits for
every three dollars earned over the annual exempt amount for people who have reached the normal
retirement age. For people who have not yet reached the normal retirement age, one dollar is de-
ducted from benefits for every two dollars eamed over the annual exempt amount. See id.

228. See 42 U.S.C. § 403(b) (1994). For a detailed discussion of the ‘‘carnings test,” see
CCH, supra note 169, § 555.1; MYERS, supra note 2, at 121-28.

229, See 42 U.S.C. § 415(a)(1XC) (1994). For a discussion of how the special minimum bene-
fit is calculated, see STEUERLE & BAKUA, supra note 35, at 79 & n.16 (noting that it affects less than
one percent of QASDI recipients). See also CCH, supra note 169, § 537, MYERs, supra note 2, at
87-88; 1998 GREEN BOOK, supra note 13, at 25-26.

230. Single taxpayers whose adjusted gross income is between $25,000 and $34,000 may be
subject to tax on one-half of their Social Security benefits. Married taxpayers filing jointly may be
subject to tax on one-half of their Social Security benefits if their adjusted gross income is between
$32,000 and $44,000. Single taxpayers whose adjusted gross income equals or exceeds $34,000 may
be subject to tax on 85% of their Social Security benefits. Married taxpayers filing jointly may be
subject to tax on 85% of their Social Security benefits if their adjusted gross income equals or ex-
ceeds $44,000. See 26 U.S.C. § 86(a), (c) (1994). See also 1998 SociAL SECURITY EXPLAINED, supra
note 169, § 255, at 79.

231. See 26 U.S.C. § 86. For a more detailed discussion of taxation of Social Security bene-
fits, see CCH, supra note 169, 9§ 250, 255. STEUERLE & BAKUA, supra note 33, at 81-83; MEYERS,
supra note 2, at 146-50.



