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FOREWORD

The extensive amendments to the old-age and survivors ine
surance system enacted in 1950 represented a continued advance and
building on the framework established by the 1939 Amendments, while
at the same time adjusting the benefit level for the changes in wage
levels and cost of living in the war and postwar periods. In 1952
further amendments were enacted, primarily increasing the benefits
amounts 30 as to reflect the changes in wage levels since the out-
break of hostilities in Korea.

The thorough analysis of the benefit relationships under
these amendments which Mr. Rasor has made is primarily quantita-
tive and mathematical, showing the various benefit relationships
developing, The tables of illustrative benefits for the new form-
ula should prove very useful. Some of the mathematical analyses,
particularly those concerned with the conversion of benefits under
the previous law to increase the benefit amounts, would appear te
show peculiarities and inconsistencies in some instances. However,
these are only of minor importance since the number of such cases
and the amounts involved will be relatively small, but they should
be carefully noted and recognized as being present. In a broad
social insurance program it is both undesirable and virtually ime
possible to obtain exact individual equity. However, it can be
fairly stated that a very high degree of consistency has on the
whole been obtained in these amendments, considering the complexity
involved in converting the benefits and bringing under coverage new
employment categories.

This Actuarial Study is the fourth of a series. Actuarisl
Study No, 8 made a somewhat similar analysis for the 1935 Act,
while Actuarial Study No. 14 dealt similarly with the 1939
Amendments and Actuarial Study No., 30 was for the 1950 Amendments.
The present actuarial study does not set forth the estimated costs
of the 1952 Amendments; these are available in "Actuarial Cost
Estimates for the Old-Age and Survivors Insurance System as Modi-
fied by the Social Security Act Amendments of 1952," July 21,
1952, Committee on Ways and Means, House of Representatives.

Robert J. Myers
Chief Actuary
Social Security Administration

-(iii)=



R Y

AaLYSIS OF TH: BaUEFITS UNDHER THE OLD-AGZ AND SURVIVORS
INSURATCE PHOGRAM AS AMZNDED I 1952

A, Introduction

A substantial increass in the level of benefits was perhaps
the major change which the Social Security Act Amendments of 195 L
produced in the Old~-Age and Survivors Insurance (0ASI) system, For
most beneficiaries on the roll in September 1952, this increase is
largely effected by means of a "conversion table! appearing in the
Amendments, which increased benefits for a retired worker by either
$5 or lE%% vhichever is larger, with corresponding increases gener-
ally for other beneficiaries, For most boneficiaries becoming elig-
ible later, the increase is attributable to a change in the benefit
formula, The monthly primary insurance amount is now 55% of the
first $100 of average monthly wage (determined from covered earnings
after 1950) plus 155 of the next $200 as contrasted with the formula
in the 1950 law which wused 50% of the first $100 rather than 55%,
Under both methods of computing benefits, the minimum primary insur-
ance amount is $25, while maximm family benefits are $168.75 or 80%
of average wage if less (but not to be reduced below $45--as contrasted
with $40 in the 1930 law),

Several other inmortent changes were nade, Te zmount of
covered earnings permitted without suspension of benefits (the so=-
called "sork clause") is raised from $50 per month to $75 per month,
Wage credits of $160 for each month of military service are given for
such service after the close of World War II and during the present
emergency (through calendar yesr 1953)., Provisions are introduced to
Ufreeze" the insured status and benefit amounts of persons who become
Permanently and totally disabled prior to retirement age. These pro-
visions, however, expire on June 30, 1953 and do not permit gpvlica—
tions for disability "frecze" to be filed before then so that actual
operation is contingent upon Congressional action next yesr,

This study is concerned ;. .marily with the nathematicsl re-
lationships existing between individuazi an’ Tomily benefits, and be-
tween benefits and -the average wages vsed in deterniring them, In
discussing these, it hns sometimes been considered advisable to desl
wlth topics which are not strictly within the scops of this study,
in order to avold excessive use of references to the Act and the
Amendments,

Although the interpretaztions included herein are thoucht to be
accurate, this study is =0t to be taken as final authority, vhich of
necessily, lies in the law itself and in the official repulations and
rulings olrendy existing or to be made hereafter,

e e ——p— ——— g W - —— : o Sy e~ S

1/ Public Law 590 (82nd‘00ngress, second sesgion),
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B, Insured Status

While this study is concerned primarily with the relationships
between wages and benefits, it will be appropriate to include a brief
swmary of the requirements regarding duration and recency of covered

employment, or insured status, for those individuals with wage records,

An individual dying before September 1, 1950 is considered to

have been "fully insured™ if he had not less than one quarter of cover-

age2/ for each two of the quarters elapsing after 1936, or after the

quarter in which he attained the age of twenty-one, whichever is later,

and up to but excluding the quarter in which he attained retirement
age, or died, whichever first occurred, with a minimun of six quarters
of coverage required,

For deaths after August 1950, an individual is fully insured
if he has not less than

(a) 1 quarter of coverage, regardless of when acquired, for each

2 of the quarters elapsing after 1950, or after the quarter
in which he attained age 21, whichever is later, and up to
but excluding the quarter in which he attained age €5 or

died, whichever firet occurred, with a minimum of € quarters

of coverage required; or,

(b) 40 quarters of coverage,

gj In general, a quarter of coverage means a calendar quarter in
which an individual has been paid $50 or more in covered wages,
or for which, after 1950, he has been credited with $100 or more
of self~employment income, Exceptions to this general rule are:

(1) PYor years prior to 1951, in the case of an individual
who was paid wages of $3000 or more in any year, each
quarter of that year following his first quarter of
coverage is deemed to be a quarter of coverage, except.
the quarter of death or entitlement to a primary in-
surance benefit, and subsequent gquarters,

(2) TYor years after 1950, (a) if the wages paid to an indi-
vidual in a calendar year equal or exeeed $3600, each
quarter of such year is a quarter of coverage (sub ject
to Clamse (c)); (b) if an individusl has self-employment
income and if his wages plus self-employment income for
a taxable year equal $3600, each quarter, any part of
which falls in such taxable year is a qarter of cover-
age (subject to clause (c)); and (c) no quarter is
counted as & quarter of coverage prior to the beginning
of such quarter, and no quarter after the quarter of
death is a quarter of coverage,

-2!.
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When the number of elapsed quarters is odd, such number is
reduced by one before ‘calculating the number of quarters of cover~
age required, It should be emphasized that the required quarters
of coverage can be obtained at any time and need not be obtained
during the period uséd for determining the required number, For in-
stance, a person attaining age 21 in 1952 has his rsquirement
measured from then but can obtaln the needed quarters of coverage
at any time--before 1952 (back to 1937), between sges 21 and 65,
and after age €5,

A currently insured individual i®s one who has not less than
8ix quarters of coverage during the l3-quarter period ending with
(1) the quarter in which he died or (2) the quarter in which he be-
came entitled to old-age insurance benefits, which, before the Amend-
nents, were known as primary insurance benefits,

Chart I indicates the insured status required of an individ-
ual in order for benefits to be paid, on the basis of his coverage,
to the various categories of beneficiaries,

In general terms, the chief eligibility requirements other
than those dealing with insured status, for the categories of benefi-
ciaries referred to in Chart I are as follows:

Old~Age insurance benefits are payable to a worker who has
reached age 65,

Wife's insurance benefits are payable to the wife of a worker
entitled to old-age benefits if she has reached age €5, or if she has
in her care a child entitled to a child's insurance benefit based on
her husband's wage record,

Husband's insurance benefits are payable to the husband of a
worker entitled to old-age benefits if he reached age 65 and was re-
ceiving at least half of his support from the worker at the time she
became entitled to old~age insurance benefits,

Child's insurance benefits are payable to %hc child of a de-
ceased worker or of a worker entitled to old-age insurance benefits,
if the child is unmarried and under age 18, and if the child was de-
pendent on the worker at the time the worker died or became entitled
to old-age insurance benefits, as the case may be (such dependency

" is presumed to exist for virtually all male workers and for all
currently insured women),

Vidow!s or widower's insurance benefits are payable when such
surviving spouse has reached age 65 and has not remarried, Further,
for widower!s benefits to be payable, the individual must have been
either receiving husband's insurance benefits or receiving at least
half of his support from his wife at the time of her death,
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Chart I

INSURED STATUS OF WAGE EARNER REQUIRED FOR BENEFITS IN VARIOUS BENEFICIARY CATEGORIES

Old-Age Insurance Benefits

Wifels Insuresnce Benefits

Husband?!s' Insurance Benefits

Childfs Insurance Benefits
(1) Supplementary
(2) survivor
Widow's Insurance Benefits
Widower's Insurance Benefits
Mother?s Insurance Benefits

Parent's Insurance Benefits

Lunp~Sum Death Payments

Fully

Insured

o

****fg/

*****é/

Faully or
Currently

Insured

*t**{g/

****fé/

*****b/

Fully end
Currently

Insured

*m**tgj

2/ This benefit available for insured deaths occurring after 1939,

3/ This benefit available for all insured deaths occurring after August 1950, For insured deaths occurring
after 1939 and prior to September 1950, lump~sum death payments are available only if there is no sur-
vivor who is eligible for monthly benefits for the month in which death occurs,

Entitled
to Oldw-Age
Entitled Insurance
to Old-Age Benefits and
Insurance Currently
Benefits _Insured
e e e ok
LI T i
oK
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Mother's insurance benefits are payable to a worker's widow
if she has not remarried and has in her care a child of such worker
entitled to a child's insurance benefit,

Parent!s insurance benefits are payable to the parent of a
deceased worker who did not leave an eligible widow, widower, or
child, and if the parent has reached age 65, was receiving at least
half of his support from the worker at the time of his death, and
has not remarried since such workerts death,

All types of beneficlary payments are expressed in terms of
the primary insurance smount, Thus, a retired worker's monthly bene-
fit is equal to his primary insurance amount, the monthly benefit of
the eligible wife of a retired worker is equal to one~half of her
husband's primary insurance amount, and so forth, A restriction on
the amount of monthly benefits payable under a specific beneficiary
category arises in cases of sirultaneous entitlement to benefits,
Tor example, an individual entitled to an old-age insurance benefit
and to a larger widow's insurance benefit would, in effect, receive
the larger widow's benefit (actually, the full old-ege benefit would
be paid plus a widow's benefit equal to the excess).

Chert II illustrates how various combinations of beneficiaries
build up various multiplee of an individusl's primary ipsurance amount,
There sre certain limits on the total amount of monthly benefits which
may be paid out on the basis of a single wage record, and for indi-
vidusle affected by these limits Chart II, will not be spplicable,

This is discussed more fully hereafter in the section dealing with

maximus benefits,

In addition to the monthly benefit payments referred to sbove,
a lump-sum death payment is available when a fully or currently in-
sured individual dies, This is payable to the surviving widow or
widower if such surviving spouse was living with such individual at
the time of his death, If there is no such widow or widower, payment
is made to the person paying the burial expenses, but not to exceed
such expenses,



Chart II

BENEFICIARY CATEGORIES ACCORDING TO TOTAL AMOUNT OF BENEFITS PAYABLE

Total Benefits as % of

_Bene c af
Primary Insurance &mount ,-en ficiary Category-

\ 75% 1 survivor child; widow; dependent widower or parent
100 ' old-age beneficiary
125 2 sufvivorvchiidren )
150 old—-zge beneficiary and wife; old-~sage beneficiaryyand 1 child;

old-age beneficiary and dependent hueband

1 survivor child and mother; 1. survivor child and widow; 1 survivor
child and dependent wicdower; 2 dependent parents

175 s 3 survivor children

200 old-age beneficiary, wife, and 1 child{ old-sge beneficiary and 2
children; old-age beneficiary and 1 child and dependent husband

2 survivor children and mother; 2 survivor ¢hi1dren and widow; 2
survivor children and dependent widower

225 4 survivor children; 3 dependent parents; widow, mother, and 1 child
(vhere mother is a former wife divorced) '

300 lump—-sum death payment

a/ All monuhly beneficisries except mother and child (gnder 18) must be age 65 or over.

Because of maximum provisions, 235% of the primary insursnce asmount is the largest family

benefit paya@le, Thus, for beneficiary categories greater than 235%, the family benefit
is $46 or 80% of average wage whichever is greater, but not more than $168.75,




C, Method of Determining Primary Insurance Amount

An individusl's primary insurance amount is determined by
one of two methods, One method involves the use of the new bene-~
fit formula or "new start" formula, while the other is based on the
old benefit formula or a modification thereof, with the resulting
benefit being increased by entering the conversiom table set forth
in the Amendments, The new start formula is used for determining
the primery insurance amount of those individuals who attairn or would
attain age 22 after 1950 (i.e, born after 1928) and who have at least
6 quarters of coverage after 1950,

For retired workers entitled to a monthly benefit for any
month prior to September 1950, or for beneficisries of a worker dy-
ing before that time, the primary insurance amount is determined by
entering the conversion table with the primary insurance benefit
calculated by the old formula, For other individuals who do not have
6 quarters of coversge after 1950, the primary insurance benefit used
for entering the conversion table is based on a modification of the
old formula without the 1 percent "increment® for years after 1950,
This "increment" is referred to at greater length below in connection
with the calculation of the primary insurance amount by the old
formule in conjunction with the conversion table.

Pinally, there is another group of individuals--those who
attained age 22 prior to 1951 and who have at least 6 quarters of
coversge after 1950, For these individuals, the primary insurance
amount is calculated by whichever of the methods referred to above
produces the larger primary insurance amount,

The new benefit formula, like the old one, is expressed in
terms of the average monthly wage, Determinztion of this average
monthly wage is therefore necessary before the primary insurance
smount can be calculsted,



D, OCalculation of Average Monthly Wage for Use with New Formula

The average monthly wage used with the new formula is found
by dividing (a) the total of all wages and self-employment income
after an individual’s starting date and prior to his wage and self-
employment closing dates, respectively, by (b) the number of months
after his starting date and prior to his divisor closing date, ex-
cluding the months in any quarter which was prior to the gquarter in
which he attained age 22 and which wae not a quarter of coverage,
If the computed number of elapsed months in (b) is less than 18,
such number is increased to 18,

By "starting date" im meant either December 31, 1950 or, if
later, the day preceding the quarier in which the irndividual attained
the age of 22, whichever produces the higher average monthly wage,

In view of the definition of "starting date! it is apparent
that only wages and self-employment income for years after 1950 may
be used with the new start formula, Furthermore, wages and self-
employment income credited in any one calendar year will not exceed
a total of $3600 (except under unusual circumstances involving tax-
sble years which are not calendar years).

The “wage closing date" is the first day of the second quarter
preceding the quarter in which an individual dies or bscomes entitled
to old~age insursnce benefits, whichever occurs first,

An individualls "self-employment income closing date" is the
first day follewing the quarter in which his last taxable year ends,
provided such year ends before the month in which he died or bscame
entitled to old~age insurance benefits (whichever occurred first)
and provided he derived some self-employment income during that year,
For purposes of computing an individual's average monthly wage, no
self-employment income is to be considered for taxable years ending
in or after the month in which he died or becgme entitled to old-age
insurance benefits, whichever first occurred, This provision,
section 215(b)(4), is necessary only in instances where an individualls
taxable year does not end at the end of a calendar quarter, since in
other cases the previcus closing date provision accomplishes the same
results, For example, suppose an individual's taxable year ends on
January 31, 1955, and the individual dies on March 15, 1955; self-
employment income in the taxable year ending January 31 would be credited
but not that in the subsequent li-menth taxable year, In this case,
the foregoing exclusion clause is necessary in order to adhere to
the general principle that for benefit computstion purposes (although
not necessarily for eligibility purposes) self-employment income in
the taxable year of death or entitlement is not to be counted because
of the difficulty of promptly obtaining the necessary reports,



The "divisor closing date" is the later of an individual's
wage closing date and his self-employment income closing date, It
may be possible for the period used in the denominator of the ex-
pression for the average monthly wage to extend beyond the period
used in the numerator for determining which income is to be included.
For example, an individual with self-employment income and with tax-
able years coinciding with calendar years, who dies or retires in
the last quarter of a year, will have a self-employment income clos-
ing date of January 1, but his divisor closing date will be April 1
since it is based on the later wage closing date, regardless of
whether he had wages as such, In drafting the amendments,6 it was
believed that such very minor anomalies would be preferable to the
complexity inherent in a completely consistent treatment,

For any individual who does not apply for his old~age insur-
ance benefit as soon as he is eligible, because he continues working
after attaining age 65 and acguiring fully insured status, application
of the foregoing rules would serve to reduce his average monthly wage
if his wages and self-employment income after becoming eligible were
less than they had been before becoming eligible, Therefore, there
is the further provision that when an individual becomes entitled to
an old~age benefit or dies (without prior entitlement) after the
first quarter in which he both was fully insured and had attalned re-
tirement age, his closing dates shall be determined in the same manner
as if he hal been entitled to old-age insurance benefits in such first
quarter, provided that use of such earlier closing dates results in a
higher average monthly wage.

Inasmuch as an individual®s wage closing date will be from
6 to 9 months before the date of his death, or retirement, it is
apparent that in some cases & sizeable amount of earnings may be ex~
cluded in the caleulation of the average monthly wage, This 1is
particularly serious when the number of months used in the denomin-
ator of the average wage formula is increased to the minimum of 18
mentioned above, The reason for so providing is to speed up the cal-
culation of benefits without the necessary delay involved in ascer—
taining the amount of wages paid to the individual in the months
immediately preceding death or retirement since such data are not
generally availasble under normal operating procedures, However, upon
application at least 6 months after a wage-earner's death or entitle-
ment to monthly benefits, a recomputation will be made, taking into
aoccount those wages known as “lag wages" 6 which were previously dis-
regarded (up to the quarter of death or entitlement), and any in-
crease in monthly benefits will be retroactive to the first payment
under the current beneficiary category of the person making applica-
tion, There i8 no similar provision apvlicable in the case of self-
employment income, which is on an annual basis corresponding to the
individualts taxable year,



It will be noted that wages and self-employment income earned
prior to the quarter in which age 22 18 attained may be included in
the numerator of the expression for average wage, vwhereas in the de-
nominator, months in such quarters which are not quarters of cover-
age are excluded, Thus, it may be possible for an individualfs aver-
age monthly wage to exceed $300 (i.e., l/12th of the taxable maximum
of $3600) although in the benefit calculation no more than $300 may
be used, More commonly, such income earned before age 22 may serve
to increase the average monthly wage, when under $300, based on earn-
ings after that age,

Chart III indicates iha verious closing dates corresponding
to the calendar quarter in which death or retirement occurs, After
an individual's average monthly wage has been determined as described
above, if it does not happen to be a multiple of $1, it is reduced to
the next lower multiple of $1 before being used in the calculation of
the primary insurance amount,

The preceding discussion related to the general case, The 1952
Amendments introduced certain special provisions applicable to indi-
viduals who die or become entitled to old-age benefits in 1952, These
were necessary to correct certaln Inequities and to simplify adminis~
tration, One such technical amendment made it possible for these cases
to have the benefits recomputed after the end of the year sp as to in-
clude self-employment income in 1952, vhich is, of course, the year of
death or entitlement in such instances, This is in contrast to the
usuzal rule applicable in the future under which such income cannot be
used for benefit computation purposes (although, however, for insured
status purposes). A second technical change for 1952 cases allows use
of the lag wages in the initial computation of benefits, Unlike the
previous change, this will not generally result in any larger amounts
being payable, but rather only eliminates the necessity for two separate
computations when in most cases the information needed for the later
computations is available at the time the first is made,

- 10 =~
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Chart III

CLOSING DATHES USED IN CALCULATION OF AVERAGE MONTHLY WAGE

Closing Date = Qnarter of Death or Entitlement to 0ld-Age Insurance Benefits
anuary-March April-June July-September Qctober~December
For Initial Computation
Wazes July 1 of October 1 of January 1 April 1
previous year previous year
Self-Employment Income Jamuary 1 January 1 January 1 January 1
Divisor January 1% January 1* January 1 April 1
For Lag Wage Recomputation
Wages January 1 April 1 July 1 QOctober 1
Self-Employment Income January 1 January 1 January 1 January 1
January 1 April 1 July 1 October 1

Divisor
Unless individual did not have ahy self-employment income in previous calendar year, in which case

3
divisor closing date is same as wage closing date.
This chart applicable to self-employment income only when taxeble year coincides with calendar

Note:

year,



E, Calculation of Average Monthly Wage for Use with
0ld Formula and Conversion Table

For those individuals who die or become entitled to old-age
insurance benefits after August 1950, and whose benefits are to be
determined on the basis of the conversion table, the averege monthly
wage will be computed in the same manner as outlined above, except
that the starting date will be December 31, 1936, Thus, calculations
basedon the conversion table will include all credited wages before
1951 and all wages and self-employment income credited after 1850,
the total being averaged over the entire period, starting with 1937
omitting quarters after 1936 which are prior to the quarter of
attalment of age 22 if such quarters are not quarters of coverage,

As in the case of average wagzes for use with the new start
formula, wages and self-employment income credited in any year after
1950 will not exceed a total of $3600 in almost sll instances: for
1940~50, the maximum wage creditable for any one year is $3000., 1In
any event, the average monthly wage so determined may not exceed $250
for benefit computation purposes,

- 12 =



F, Calculstion of Primary Insurance dmount by Hew Start Formula

The primary insurance amount of an individual from whose vazes
bencfits are to be calculated by the new forammula is as follows:

Avera-e Monthly Wage Prinary Insurance Admount
334 or less $25
35 to 47 26
48 and over 55% of first $100 of averase

monthly wage plus 15% of any
balance not exceeding $200

This formula is straightforward for average monthly wares of
up to $100, but can be put into a mwore simplified form for calcula-~
tlons where average wages exceed that amount, By an algebraic trans-
formatlon, the primary insurance amount for averace monthly wagses of
over $100 may be exnressed as:

$40 plus 15% of averaze monthly wace (not exceeding $300)

The results produced by this transformed statemont of the
formula are of course identical with those obtained by taking 55%
of the first $100 of average monthly wage and adding 15% of the ex-
cess over $100, but the calculation is somovhat simoler than if the
steps taken exactly parallel the wording of the Act,

- 13 =



G, Calculation of Primary Insurance Amount by 014 Formula in
Conjunction with Conversion Table

When the primary insurance smount is not calculated directly
by application of the new formula, it is determined by first calcu~
lating the "primary insurance benefit" and then using this benefit
to determine the primary insurance amount by means of a conversion
table, In this case, the primary insurance benefit is found by
following the old formula, according to which the primary insurance
benefit is composed of the two parts {(a) 40% of the first $50 of
average monthly wage plus 10% of eny balance not exceeding $200, and
(b) 1% of the amount computed in (a) multiplied by the number of years
prior to 1951 in which $200 or more of wagee were credited. It may be
noted that the largest average monthly wage which may be used with the
0ld formula is $250 even when the calculated average wage excesds that
amount, Part (b) of this formula is generally referred to as the
¥increment", If the primary insurance benefit as calculated is less
than $10, it is raised to $10,

As in the case of the new start formula, an algebraic trans-
formation can be made here which will simwplify the calculation in part
(a) of the formula, TFor wages of over $50, the amounts produced by
application of part (a) may be duplicated by finding the sum of $15
plus 10% of the average monthly wage, not exceeding $250, :

The sacoud part of this formula, (b), provides an increase in
benefit for each year prior to 1951, in which $200 or mors of covered
wages were earned, which follows the corresponding provisisn of the
Social Security Act prior to the 1950 Amendments, Omission of this
“increment" from the new start i{c.mnla mentioned above produces bene-
fits which are independent of the actusl nurmber of years in covered
employment, although the proportion of an individualfe working life-
time after the starting date spent in covered employment is taken
into account in computing the average wage, This means that with the
new formula, benefits for those becoming eligible in future years
will be more nearly level (aside from possible fluctuations due to
changes in wage level) than if the imcrement had been retained,

After the orimary insursnce benefit is determined, the corres-
ronding primary insurance amount is found by means of the conversion
table arpesring in the Anmendments, This conversion table is reproduced
in Table 1; intermediate values are obtained by interpolation,
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Table 1

CONVERSION TABLE IN 1952 AMENDMENTS

Average Monthly Wage

Primary Primary for (Computing
Insurance Benefit Insurance Amount Maximum Benefits
$10 $25.00 $45.00
11 27.00 LS .00
12 29,00 53.00
13 31.00 56.00
iV 33.00 60,00
$15 $35.00 $64.00
16 36.70 67.00
17 36,20 69 .00
18 39.50 72.00
19 4O, 70 74,00
$20 $L2.00 $76.00
21 43.50 79.00
22 L5.30 82,00
23 L47.50 86.00
2L 50,10 91.00
$25 $52.40 $95.00
26 Sh. Lo 99.00
27 56.30 109.00
28 58.00 120,00
$30 $60.80 $139,00
3 62,00 147,00
32 63.30 155,00
33 6L.40 163.00
34 65.50 170,00
$35 $66.60 $177.00
36 67.80 165,00
37 68.90 193,00
38 70,00 200,00
39 71.00 207.00
3ho $72,00 $213.00
L1 73.10 221,00
L2 74,10 227.00
L3 75.10 , 234,00
Ly 76,10 241,00
$L5 $77.10 $250,00
L6 77.10 250.00
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H, Illustrative Benefits under the Two Methods

When the calculated primary insurance amount is not a multiple
of ten cents, it is raised to the next higher multiple of ten cents,
Similarly, monthly benefits for categories of beneficiaries other
than retired wage earners are slso raised to the next higher multiple
of ten cents when the calculated amount is not such a multiple, If
total monthly benefits exceed the maximum amount permissible (referred
to hereafter), this rounding to the next higher multiple of ten cents
is done after benefits have been reduced so as to conform to the
maximum limits, Some results produced by rounding of benefits are
discussed later in this study .

Teble 2 indicates for specimen average wages, the primary in-
surance smounts produced by the new start formula and by the old for-
aula with conversion table, In this table, it has been assumed that
the individual was steadily in covered employment since 1936, with
the primary benefit used in the conversion table based on 14 increment
Years,

It is apparent that both methods of caleulating primary insur-~
ance amounts are of the "bent" type, that is, relatively larger bene-
fits are paid for the lower average monthly wages,

The comparigsons in Table 2 indicate the extent to which the
conversion table will be applicable in future years, Obviously, for
any newly covered individuals the new formula will almost always be
applicable, as discussed later, In effect, these comparisons can re-
late approximately to individuals who were not steadily covered in
the past, and whose earnings were of such amounts as to produce a very
low average wage for 1937-50,

The illustrative figures shown in Table 2a are based on assumed
average monthly wages for the two periods, 1937-50 and after 1950, for
an individual dying or retiring at the beginning of 1563, As indicated
above, individuals with only a small amount of covered employment in
the past may have a very low average wage for 1937~50, It should be
noted that not all of the various combinations of assumed wages shown
in the tables are equally likely, Thus, the more likely situation,
because of extension of coverage and even more so because of rising
wage trends is where there is a relatively low wage for 1937-50 with
a higher wage after 1950, For example, in & typical case, the 1937-50
average monthly wage might be $100, with the average wage after 1950
being $200, Tables 2b, 2¢, and 2d deal with deaths and retirements
in later years,
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Table 2a

COMPARTSON OF PRIMARY INSURANCE AMOUNTS UNDER OONVERSION TABLE
AND UNDER NEW START FORMULA FOR INDIVIDUALS STEADILY OCVERED
SINCE 1936 DYING CR RETIRING AT BEGINNING OF 1953

Primary Ratio of
Assumed Average Oomputed Average Insurance Amount Conversion
Monthly Wage Monthly Wage Oonversion New Table to
153750 %T’Eer 1950 for 1937 on Table Formula New Formula
$25 $25 $25 $27.80 $25.00 111%
25 50 28 30,60 27.50 11
25 100 3k 35.90 55.00 65
25 200 L6 43,50 70,00 62
25 300 59 19.70 85,00 58
$50 $25 $ub $L3.50 $25.00 174%
50 50 50 47.10 27.50 171
S0 100 56 L§.80 55.00 9
50 200 68 52.10 70,00 T
50 300 81 55.10 85.00 65
$100 $25 $90 $57.00 $25.00 226%
100 50 93 57.50 27.50 209
100 100 100 58.70 55.00 107
100 300 125 62,50 85,00 L
$150 $25 $13L $63.60 $25.00 255¢
150 50 137 64.10 27.50 233
150 100 143 6L.90 55.00 118
150 150 150 65,60 62.50 105
150 200 156 66.50 70.00 95
150 300 168 68,10 85.00 80
$250 $25 $221 $7L.LO $25.00 298¢
250 50 225 74.90 27.50 - 272
250 100 231 75.60 55.00 137
250 200 21,3 76.90 70,00 110
250 250 250 77.10 77.50 99
250 300 256 77.10 §5.00 91
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Table 2b

CCMPARISON OF PRIMARY INSURANCE AMCUNTS UNDER OONVERSION TABLE
AND UNDER NEW START FORMULA FOR INDIVIDUALS STEADILY COVERED
SINCE 1936 DYING OR RETIRING AT BEGINNING OF 1960

: ' ERRETE Pt E Primary - Ratio of
Assumed Average Computed Average  Insurence Amount Conversion
Monthly Wage Monthly Vage (onversion New Table to
3= er - for 1937 on Table Formula New Formula
$25 $25 - $5 - $27.80 ¢ $25,00 111%
25 50 34 ; 35,90 27.50 130
25 100 sh 48,20 55.00 88
25 200 93 57.50 70,00 82
25 300 132 63.50 85,00 7
$50 $25 $ko $39,80 $25,00 159¢%
50 . 50 50 47.10 27.50 i
50 100 69 52,40 55.00 95
50 200 108 60,00 70,00 86
50 300 147 65,40 85,00 77
$100 $25 $70 $52.60 $25.00 2109
100 50 80 4 5L.90 27.50 200
100 100 100 58.70 55.00 107
100 200 139 6k.L0 70.00 92
100 . 300 178 69.L0 85,00 82
$150 $25 $101 $56.90 $25.00 236%
150 50 110 60,30 27.50 219
150 100 130 63.20 55.00 115
150 150 150 65,80 62.50 105
150 200 169 68,30 70.00 98
150 300 208 72,90 85.00 86
$250 $25 $162 $67.30 $25.00 269%
250 50 171 68.50 27.50 249
250 100 191 70.90 55.00 129
250 200 ~ 230 75.50 70,00 108
250 250 _ 250 77.10 77,50 99

250 300 269 77.10 85.00 91
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Table 2¢

COMPARISON OF PRIMARY INSURANCE AMOUNTS UNDER CONVERSION TABLE
AND UNDER NEW START FORMULA FOR INDIVIDUALS STEADILY COVERED
SINCE 1936 DYING OR RETIRING AT BEGINNING OF 1970

Primary Ratio of
Assumed Average Computed Average Insurance Amount Conversion
Monthly Wage Monthly Wage Conversion New Table to
1937-50 After 1950 for 1937 on Table Formula New Formula
$25 $25 $25 $27.80 $25,00 111%
25 50 39 39.30 27.50 143
25 100 68 52,10 55.00 95
25 200 125 62.50 70.00 89
25 300 183 70.00 85.00 82
$50 $25 $35 $36.70 $25.00 147%
50 50 50 47.10 27.50 171
50 100 78 5k« 40 55.00 99
50 200 136 64,00 70.00 91
50 300 193 71.10 85.00 84
$100 $25 $56 $.,8.80 $25.00 195%
100 50 71 52,80 27.50 192
100 100 100 58.70 55.00 107
100 200 157 66,60 70,00 95
100 300 215 73.80 85.00 87
$150 $25 $78 $54.40 25,00 218%
150 50 92 57.30 27,50 208
150 100 121 61,90 55,00 113
150 150 150 65.80 62.50 105
150 200 178 69,40 70,00 99
150 300 236 76.10 85,00 90
$250 $25 $120 $61.80 $25.00 247%
250 50 134 63.80 27.50 232
250 100 163 67.50 55,00 123
250 200 221 The O 70.00 106
250 250 250 77.10 77.50 99
250 300 278 77,10 85.00 91
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Table 2d

COMPARISON OF PRIMARY INSURANCE AMOUNTS UNDER CONVERSION TABLE
AND UNDER NEW START FORMULA FOR INDIVIDUALS STEADILY COVERED
SINCE 1936 DYING OR RETIRING AT BEGINNING OF 1980

Primary : Ratio of
Assumed Average Computed Average Insurance Amount Conversion
Monthly Wage Monthly Wage Conversion New Table te
1937-50 After 1950 for 1937 on Table Formula HNew Formula
$25 $25 $25 $27.80 $25.00 mg
25 50 Ll L4040 2750 147
25 100 75 53.70 55.00 98
25 200 143 64.90 70,00 93
25 - 300 210 73,20 £5%5.00 86
$50 $25 $33 $35.10 $25.00 140%
50 50 50 47.10 27 .50 17
50 - 100 83 55450 55.00 101
50 200 151 65.90 70,00 9l
50 300 218 Thel0 85.00 87
$100 $25 $49 $46.10 $25.00 184%
100 50 66 51,60 27.50 188
100 100 100 58,70 55,00 107
100 200 167 68,00 70.00 97
100 300 234 75.90 85,00 89
$150 $25 $65 $51.30 $25.00 205%
150 50 82 55.30 27.50 201
150 100 116 61,20 55,00 111
150 150 150 65,80 62,50 105
150 200 183 70.00 70.00 100
150 300 251 77.10 85.00 91
$250 $25 $98 $58.40 $25.00 234%
250 50 115 61.10 27.50 222
250 100 148 65.50 55.00 119
250 200 216 73.90 70,00 106
250 250 250 77.10 77.50 99
250 300 283 77,10 85,00 91
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In all of these tables there are instances where the conver-
sion table is more favorable, but these are generally cases where
the future average wage is lower than (or the same as) the past wage,
which will be an unusual situation, For more normal cases, vhere
there is a substantial rise in the average monthly wage, the new
sbart formula is more favorable than the conversion table,

There will be some cases where, for newly covered individuals,
the conversion table will produce larger primary insurance amounts
than the new formula, This results from the fact that, for some of
the smaller average monthly wages, the primary insurance asmount cor-
responding to a given wage, obtained by entering the conversion table,
exceeds the primary insurance amount obtained by application of the
new formula to a somewhat greater wage., For example, an individual
dying in January 1953 with total wages of 350 credited in each month
after 1950 and prior to July 1952 (and therefore an average monthly
wage after 1950 of $50) would have a primary insurance amount of $27.50
according to the new formula, If this individual had attained age 22
in July 1950 (with no covered employment. prior to 1951), his average
monthly wage over the perlod starting with the quarter in vhich he
attained age 22 would be $37, Vith no increment years, this would
yield a primary insurance benefit of $14.80 and a primary insurance
amount, using the conversion table, of $34,60,

Table 3 compares the primary insurance amounts at retirement
age under the two computation methods for new entrants at various ages
on January 1, 1951, Those who are close to age 65 on that date will
in 211 cases use the new benefit formula, For those with very low
wages who are relatively young at the present time, the conversion
table method will be used since it produces a somewhat higher bene~
fit, Tor instance, for a person age 25 at the beginning of 1951 the
conversion table method produces a $12,50 larger benefit for a "new
start" average wage of $50, but for average wages of $87 or more
the new formula will be more favorable, It will be noted that for
thig latter case the reduction in the average wage is very slight
because only 3 years of zero wages are included for the period prior
to 1951,

Table 4 indicates, for individuals with 2, 10, and 14 incre-
ment years, the lowest averase wage after 1950, which using the new
formula, vill produce a larger vrimary insurance amount than will the
specimen average wage used with the converslon table, For example,
an individual with 14 increment years and an average wage since 1936
of $100 would have a larger primary insurance amount using the con-
version table than he would using the new start formula unless his
average wage since 1950 was $125 or more,
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Table 3

COMPARISON OF PRIMARY INSURANCE AMOUNTS UNDER TWO COMPUTATION MFTHODS FOR

PERSONS HAVING NO WAGE CREDITS PRIOR T0 1951

Assumsd Corresponding Primary Insurance Amount on
"New Start" #0ld Start" o, "New Start" "Old Start"
Average Wage Average Wage® Average Wage Averags Wage

$50
100
150
200
250
300

$50
100
150
200
250
300

$50
100
150
200
250
300

$50
100
150
200
250
300

For Person Attaining Age 65 and Retiring on January 1, 1961

$20 $27,50 $25,00
1 55,00 37.30
62 62. 50 43.90
8 70,00 48,30
104 77.50 £3.20
125 85,00 57.20

For Person Attaining Age 65 and Retiring on Januwary 1, 1971

$29 $27.50 $28.20
58 55,00 43.20
88 62.50 49.60
117 70,00 55.80
147 77.50 60,40
176 85.00 64,00

For Person Attaining Age 65 and Retiring on January 1, 1981

$34 $27,50 $32,20

69 55,00 45020
104 62,50 53,20
139 70,00 59,30
174 77.50 63,80
209 85,00 67.70

For Person Attaining Age 65 and Retiring on January 1, 1991

$1,6 $27.50 $4,0.00

93 55,00 50. 80
139 62. 50 59.30
186 70.00 65.10
232 77450 70.20
2790/ 85.00 72.00

Ratio

110%
147
142
U5
146
149

9e%
127
126
125
128
133

85%
122
117
118
121
126

69%
108
105
108
110
118

g./ Based on "new start" average wage prior to rounding being exact amount
shown in the first column.
b/ $250 used.
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Table 4

JOWEST AVERAGE MONTHLY WAGE FOR USE WITH "NEW START" FORMULA WHICH
PROVIDES LARGER PRIMARY INSURANCE AMOUNT THAN WAGE SHOWN FOR USE
WITH CONVERSION TABLE

Wage Used Lowest Wage Used with "New Start" Formula which
with Yields lLarger PIA than under Conversion Table
Conversion with Increments for
Table 2 Years 10 Years 14 Years
$25 $L7 $50 $51
50 78 83 86
75 87 95 98
100 98 115 125
125 121 141 151
150 145 163 173
175 165 184 194
200 . 184 204 213
225 203 223 233
250 220 241 248



Tables 5 and 6 indicate the total monthly benefits based on
the new start formula which will be payable to famlly groups of
various sizes when expressed as percentages of the primary insur-
ance amount, For the larger family groups, the total benefits are
limited in some cases by the maxisnm provisions--~discussed in the
next section, Table 5 relates to monthly wages, while Table 6 is
in terms of weekly wages, The composition of these groups has been
set forth previously in Chart II,

Charts IV and V are nomogruzphs, or computing charts, for de-
termining the primary insurance amount and the family benefits re-
spectively.



MONTHLY BENEFITS PAYABLE UNDER "NEW START" FORMULA FCR VARIOUS

Table 5

BENEFICIARY CATEGORIES

Average Beneficiary Categoryé/
Monthly 0%2/
Wage 75% 100% 125% 150% 175% 200% 225% 25
Total Benefits
$25 $18.80 $25.00 $31.30 $37.50 $43.80 $45.00 $45.00 $45.00
50 20,70 27.50 34.40 41,30 45,00 45,00 45,00 45.00
75 31.00 41.30 51.70 60,00 60.00 60.00 60.00 60,00
100 41.30 55.00 68,80 80,00 80,00 80,00 80.00 80.00
125 44.10 58.80 73.50 88.20 100,00 100,00 100,00 10C.00
150 16.90 62.50 78.20 93.80 109.40 120,00 120.00 120.00
175 49.80 66.30 82,90 99.50 116,10 132,60 140,00 140.00
200 52.50 70.00 87.50 105,00 122,50 140.00 157.50 160.00
225 55.40 73.80 92,30 110,70 129.20 147.60 166,10 168.80
250 58.20 77.50 96.90 116.30 135.70 155.00 168.80 168.80
275 61.00 81,30 101.70 122.00 142.30 162,60 168.80 168.80
300 63.80 85.00 106,30 127.50 148.80 168.80 168.80 168.
Total Benefits as Percentage of Average Monthly Wage
$25  ° 75% 100% 125% 150% 175% 180% 180% 180%
50 41 55 69 83 90 90 90 90
75 LW 55 69 80 80 80 80 80
100 L1 55 69 80 80 80 80 80
125 35 L7 59 71 80 80 80 80
150 31 L2 52 63 73 80 80 80
175 28 38 L7 57 66 76 80 80
200 26 35 L 52 61 70 79 80
225 25 33 41 49 57 66 T4 75
250 23 31 39 L7 54 62 68 68
275 22 30 37 Lby 52 59 61 61
300 21 28 35 42 50 56 56 56

a/ See Chart II. for beneficiaries included in each group.

b/ Including all categories in excess of 250%.

Note:

Total benefits may vary slightly with composition of bemeficiary groups
due to rounding of benefits.
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Table 6

MONTHLY BENEFITS PAYABLE UNDER "NEW START" FORMULA FOR VARIOUS
BENEFICIARY CATEGORIES

Average Beneficiary Categonyé/
Week
\:':ge_/ 75% 100% 125% 150% 175% 200% 225% 250%/

$10 $18.80 $25.00 $31.30 $37.50 $43.80 $45.00 $4,5.00 $45.00

15 26.90 35.80 44 .80 52.00 52,00 52.00 52.00 52,00
20 35.50 47.30 59.20 68.80 68.80 68,80 68,80 68.80
25 42,20 56,20 70.30 84.30 86.40 86.40 86. 86,40
30 LheT70 59.50 ThelO 89.30 104,00 104.00 104,00 104.00
35 47.10 62.70 78.40 94.10 109.80 120.80 120.80 120.80
) 49.50 66,00 82.50 - 99.00 115.50 132,00 138,40 138.40
45 52.00 69.30 86.70 104.00 121.30 138.60 156.00 156.00
50 54430 72.40 90.50 108,60 126.70 144.80 162.90 168.80
55 56.80 75.70 94.70 113.60 132,50 151.40 168.80 168.80
60 59.30 79.00 98.80 118.50 138.30 158.00 168.80 168,80

65 61.70 82,20 102.80 123,30 143,90 164.40 168.80 168.80
704/  63.80  85.00 106.30 127.50 148.80 168.80 168.80 168.80

See Chart II. for beneficiaries included in each group.

Weekly wage corresponding to average monthly wage as calculated in accordance
‘v’!ith Act .

Including all categories in excess of 250%.

Actually, an average weekly wage of $69.23 equals $300 per month,

Qe

Note: Total benefits may vary slightly with composition of beneficiary groups
due to rounding of benafits,
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Chart 1V

OLD-AGE AND SURVIVORS INSURANCE BENEFIT CHART
1952 AMENDMENTS
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P 1936 scale with 12 years on the Years of Coveroge scale. At the intersection
L of the line with the Monthly Primary Insurance Amount scale the resuiting
r amount ($58.00) is indicated. The corresponding point on the Average
Monthly Woge since 1950 scale ($t20) is the averoge monthly wage for
175 computing the maximum family benefit - in this case $96.00 (80% of $120).
I Example 2: To find the monthly primary insurance amount for a worker having
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Chart V.
INSURANCE BENEFIT CHART,

OLD-AGE AND SURVIVORS

1952 AMENDMENTS
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L 20 This chart is used to find the monthly primary insurance amount based on Example 2: To find the monthly primory insurance amount for a worker o

the conversion table and on the new start formula {the larger of which is

payable).

it is also used to find the total family benefit payable including

survivors benefits, if eligible (e.g. by spouse is meant wife over 65, wife under

having an average monthly wage since 1950 of $200: Note the amount

($70.00) on the Monthly Primary Insurance Amount scale (left-hand sccle)
opposite the average monthly wage ($200).

This amount ($70.00) is applicable.

65 with a child under 18, or dependent husband over 65 ).

Exomple 1: To find the monthiy primary insurance amount for a worker
having an averaae monthly w 1936 of $100 and |2 years of coverage
having an average monthly wage since 1936 of S100 and 12 years of coverage
prior to 1951: Draw a line connecting $100 on the Average Monthly Wage since

1936 scale with 12 years on the Years of Coverage scale. At the intersection
of the line with the Monthly Primary Insurance Amount scale (left-hand scale)
the resulting amount ($58.00) is indicated.

FEDERAL SECURITY AGENCY
SOCIAL SECURITY ADMINISTRATION

unless the amount arising from the average monthly wage since 1936 is lorger.

Example 3: To find the total family benefit: Draw a horizontal line connecting
{e.g. $58.00) on the left-hond scale with

the monthly primary insurgnce gmount
[o2ele AV e i evi-nong WD

AR AP AN LA B A A A
the same monthly primary insurance amount ($58.00) on the right-hand scale.
At the intersection of the horizontal line with the pertinent scale (e.g. widow with
one child) the resulting amount {$87.00) is indicated. The category Widow with
Three or More Children receives the moximum family benefit, This maximum
also opplies to the other categories (not included in this chart) namely: Primary
with Spouse and Two or More Children, Primary with Three or More Children,
and Five or More Children Alone.
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I. Maximum Benefits under the New Start Formmla
and the Conversion Table

As mentioned previously, there are certain limits on the
amount of monthly benefits which may be paid on the basis of an
individual's wage record. The maximum total monthly benefit
which may be so paid is as follows:

Average Monthly Wage Maximum Benefit
$56 and under $45
$57 - $210 80% of average wage
$211 and over $168.75

The upper limit of $168.75 represents an increase of 124% over the
1950 Act's maximum of $150. Likewise, the $4,0 maximum for the lower
benefits was increased by 12i%, to $45.

One point of interest in connection with these limits is that
whereas, under the 1939 Act, the limits applied to the total benefits
of all beneficiaries, regardless of whether all such benefits were
actually payable or had been suspended in part pursuant to the "work
clause" or for some other specified reason, under the 1950 and 1952
Amendments the limits are applied only to those benefits actually
being paid for a particular month.

The limits referred to above apply in the case of all bene-
fits whether calculated by the new formula or by the conversion table.
In this conversion table, which is reproduced in Table 1, there is a
column which indicates the average monthly wage, corresponding to
each primary insurance benefit, which is to be used for the purpose
of fixing the maximum benefits. Within the range where the maximum
total benefits depend on the average monthly wage, the average monthly
wage has been determined as follows: a wage is found such that appli-
catiom of the new start formula thereto will produce the particular
primary insurance amount, and this wage is then rounded to the nearest
dollar. This same procedure is followed for PIA's (interpolated
linearly) between "even dollar" PIB's so that where the 804 maximum
is effective, the same maximum applies for several different PIA's
(e.g. the maximum for PIA's of $53.70 to $54.00 inclusive is $78.40,
which is 80% of the rounded average monthly wage used for determining
maximum benefits of $98). In the 1950 Amendments a different pro-
cedure was followed; the average monthly wage for determining maximum
benefits for PIB!'s which were not "even dollars" was obtained by
linear interpolation between the average monthly wage figures in the
table so that for each PIA there was a different maximum benefit
where the 80% of average wage provision applied.,
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Table 7

COMPARISON OF MAXIMUM FAMILY BENEFITS WITH PRIMARY INSURANCE AMOUNTS
AND AVERAGE MONTHLY WAGES ACCORDING TO "NEW START*" FORMULA

Average Primary Maximum Maximum Benefits as Percent of
Monthly Insurance Family Primary Insurance Average Monthly
Wage Amount Benefits Amount Wage
$25 $25.00 $45.00 180% 180%
50 27.50 L5.00 164 90
75 41.30 60,00 145 80
100 55.00 80.00 145 80
125 58.80 100.00 170 80
150 62.50 120.00 192 80
175 66.30 140.00 211 80
200 70.00 160.00 229 80
225 73.80 168.75 229 75
250 77.50 168.75 218 68
275 81.30 168.75 208 61
300 85.00 168,75 199 56
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Maximum family benefits under the new start formula, expressed
as a percent of average monthly wage, start off at a maximum of 180%
for an average wage of $25 and decrease thereafter to 80% for average
wages of $57 to $210 and then to a low of 56% for an average wage of
§300. Values of these percentages (as well as for maximum benefits
expressed as percents of primary insurance amounts) are shown for
specimen values of average wage in Table 7.

The ratios of maximum family benefits based on the new
start formula to primary insurance amounts start off at 180% for
an average wage of $34 or less and drop to a level of 1L45% which
continues for average wages of $57 through $100. As the average
wage exceeds $100, the percentages make a sharp and steady rise
to 236%, corresponding tc an average wage of $210, after which
point there is a steady drop to 199% at the maximum creditable
average monthly wage of $300. In terms of number of beneficiaries,
the 236% figure indicates that for a typical survivor family composed
of a widowed mother and children, the largest possible number of
eligible children all able to draw full benefit is 2, while if there
is a third child, the additional amount payable is only a partial
benefit. For average monthly wages of $160 through $296, maximum
family benefits exceed twice the primary insurance amount.

Table 8 compares the new primary insurance amounts under the
conversion table with the corresponding benefits under the 1950 and
1539 Amendments. It also indicates the relationship between the new
maximums on family benefits and the maximums in force under the 1950
Amendments and the 1939 Amendments,

The change in the benefits for a retired worker under the 1552
Amendments from the 1950 Amendments was an increase of $5 or 123%
whichever was larger. This resulted in an increase of 25% for primary
insurance benefits (under the law prior to the 1950 Amendments) of $10,
decreasing to 124% for primary insurance benefits of $21.90 or more.

For primary insurance benefits of $10, the increase over the
1539 Amendments is 150%. Thereafter, the increase is somewhat lower
reaching a minimum of 106% for a primary insurance benefit of $22,
then rising slightly to 110% for a primary insurance benefit of $25,
and then slowly and steadily dropping off to an increase of 69% for
a primary insurance benefit of $45.60, which is the largest possible
primary insurance benefit (based on an average monthly wage of $250 and
1} increment years). The over-all ingrease in existing benefits pro-
duced by the conversion table when the 1952 Amendments became effective
was & rise of approximately 14 in the average benefit for retired
workers (the corresponding figure for the 1950 Amendments as compared
with the previous law was 773%).
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Table 8a

COMPARISQI OF FRIMARY BEITEFITS UuDZR COUVERSION TABLE

Primary Insurance

Prinary Amount Under

Insurance 1950 1952

Benefit Amendments Amendments
$10 $20.00 $25.00
15 30,00 35,00
20 37,00 42,00
25 46,50 52.40
30 54,00 60.80
35 59,20 66,60
40 64,00 72,00
45 €8.50 77.10

Table 8b

Percent Increase in
Primary Benefits Under
1952 Amendments over

1939

Azendments

1505
133
110
110
103
0
80
71

1950
Anendnonts

25.0%
16.7
13.5
12,7
12.6
12.5
12,5
12.6

COMPARISOXN OF MAYINMWM FAMILY BETEFITS UIDIR CONVERSION TABLI

Percent Incresse in
Maximum Fomily Benefit

Primary Maxdmunm Benefit Under Under 1952 Anerdnents Over
Insurance 1939 1950 19562 1839 1950
Benefit  Amendmentsa/ Amendments Amendments Amendments Amendmenys
$10 $20.00 $40.00 $45,00 125% 12.50%
15 29.41 48,00 51,20 74 6,7
20 39,22 59,20 60.80 55 2.7
25 50,00 74,40 76.00 52 2,2
30 60,00 101.28 111,20 85 9.8
35 70,00 129,04 141,60 102 2.7
40 80,00 150,00 168,75 111 12.5
45 85.00 150,00 168,75 99 12,5
g/ Assuming, where necessary, that the nrimary insurconce benefit is based

on only 2 increment years,
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For some ranges of primary insurance benefits, the maximum
family benefit under the 1939 Act varied with the amount of increment,
whereas in cther cases where the maximum was double the primary insur-
ance benefit, or $85, there was no such variation, For instance, a
$15 primary insurance benefit could have resulted, on the one hand,
from an average monthly wage of $32.69 and a 1L% increment, or a some-
what higher average monthly wage and a lower increment, the maximum
being different in each case, because it was 80% of wage. The column
in Table 8b showing the maximum benefit prior to the 1950 Amendments
was determined on the basis of only 2 assumed increments so as to
yield, in effect, the highest average monthly wage, and thus, the
highest maximum benefit. (In a few rare cases an individual might
have qualified for a very low primary insurance benefit with less
than 2 increment years; for instance, with no increment years, by
having 3 quarters with wages of $50 in both 1939 and in 1540).
However, in this table this variable maximum benefit for a given
primary insurance benefit applies only where the primary insurance
benefit is $20 or less.

The maximum family benefit under the conversion table for the
1952 Amendments is in all cases higher than that under the 1950 Amend-
ments, There is an increase of 122% for those with primary insurance
benefits of $12.48 or less and $39.L5 or more (due to increasing the $LO
and $150 maximums by 124%). Between these amounts the increase is some-
what less, being only 2.2% for primary insurance benefits between $21,03
and $26.28. In this range, disregarding slight variations due to round-
ing procedures, the 1950 maximum is 1.6 times the primary insurance
amount under the 1950 Amendments, and the 1552 maximum is 1,636 times
such amount, Furthermore, the increase is less than $5 or 12%% of the
1950 primary insurance amount (whichever is greater) for primary insur-
ance benefits between $12.L9 and $26.88 (i.e. for primary insurance
amounts of $25.10 to $L.9.80 under the 1950 Amendments). Accordingly,
for & retired worker with sufficient eligible dependents to be affected
by the maximum provisions, based only on these provisions the retired
worker would have received an increase of $5 or 124% whichever is
larger, and the separate checks for the dependents would have been
reduced. To prevent this, for those on the rolls at the time the
benefit increase was made (September 1952), section 2(d)(1) of the
1552 Amendments provided that no individual benefits would be lowered.
For example, consider a retired worker with a wife and child whose
primary insurance benefit was $21.85 and whose primary insurance amount
under the 1950 Amendments was $40.00 (for which the maximum family
benefit was $6L4.00); thus the wife and child each received $12.00 under
the 1950 Amendments., Under the 1952 Amendments the primary insurance
amount is increased to $45.00 (for which the maximum family benefit
is $65.60); thus the wife's and child's benefits remain at $12.00
vecause of this provision instead of being reduced to $10.30. However,
for those coming on the rolls after September 1952 the amounts payable
in the example given would be $45.00 tor the retired worker and $10,30
apiece for the wife and child.
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For a $10 primary insurance benefit the maximum benefit arising
under the 1952 conversion table is 125% higher than the maximum under
the 1939 Act. As the primary insurance benefit becomes larger, the
percentage increase drops off reaching a trough at L9% for a primary
insurance benefit of $22. Following tidis, there is a gradual rise
until for a primary insurance benefit of $39.50, the increase in the
maximum benefit is 11L4%. Thereafter, the percentage increase becomes
smaller until for a primary insurance benefit of $42.50 or more, it is
99%.

In using the conwversion table it will be noted that there are
a number of instances wherc “he actual average monthly wage (used for
determining the primary insurance .on>fit) is larger than the average
monthly wage used for computing maximum ocnefits (as determined from
the conversion table). It might be expected that the conversion
table, which always increases the primary benefit would likewise al-
ways increase the average wage used for determining maximum benefits,
This situation will be of some interest until such time as the '"new
start" formula, under which the two average monthly wages are, of
course, the same, comes into general use,

No beneficiary will be at a disadvantage in using the conversion
table as compared with the 1939 law, since, despite the use of a lower
average monthly wage for determining the maximum benefit (under the 80%
rule), the resulting maximum is higher because of the eliminationm of
the previous maximums of $85 and twice the primary insurance benefit.
Moreover, if both the average wages are over $210 it is immaterial
whether one is higher than the other since the $168.75 maximum is
applicable,

Table 9 shows the average monthly wage used for determining
maximum benefits corresponding to various actual average monthly
wages (used for determining primary insurance benefits) for 2, 10,
and 14 increment years., It is apparent that for the smaller values
of actual wages, the actual wage is well below the average wage for
maximum benefits, :

Cne factor which will serve to reduce the number of cases
where this anomaly of the two wages is present is that a large part
of the benstits determined by the conversicn table in the future will
be based on the larger numbers of increment years. In such cases the
actual average wage used for determining the primary insurance bene-
fit less frequently exceeds the average wage used for determining
maximum benefits, Also important is the $168.75 limit on family
benefits, which applies if the average wage for maximum benefits is
over $210. This will further reduce the area in which the relative
size of the tw wages is of any convemn,
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Table 9

COMPARISON OF AVERAGE MONTHLY WAGE USED FOR CALCULATING PRIMARY
INSURANCE BENEFITS WITH AVERAGE MONTHLY WAGE
USED FOR DETERMINING MAXIMUM BENEFITS

Average Wage Average Wage for Maximum Benefitsé/,

For Primary when Primary Benefit based on Increments for
Insurance Benefit 2 Years 10 Years 14 Years

$25 $45.80 $49.00 $50.60

50 77.20 82.00 85,20

75 85.80 94.00 97.60

100 97.00 114.50 124.50

125 120.50 141.00 149.80

150 143.80 163,00 171.40

175 164.10 183.00 193.40

200 182,60 203.50 212.40

225 201.80 222,50 232,30

250 219.40 241,00 250.00

a/ According to conversion table in 1952 Amendments.
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Referring back to the conditions under wnich a particular
method of calculating benefits is to be used, it will be remembered
that for those individuals with at least 6 quarters of coverage
after 1950 who attained age 22 before 1951, benefits are to be cal-
culated by the new start formula or by the conversion table, de-
pending on which method results in the larger primary insurance a-
mount. Also, it may be seen from either Table 2 or Table L that
only very rarely will a given average monthly wage produce exactly
the same primary insurance amount under the conversion table as
under the new start formula. In considering the subject of maximum
family benefits the question may therefore arise as to whether in
any case it is possible for the conversion table to produce the
higher primary insurence amount, with the new start formula produc-
ing the higher maximum family benefit, or vice versa. This in-
consistency camnot occur, since, if the average mopthly wage used
for determining maximum benefits in the conversion table is less
than $211 (at which point the maximum fomily benefit becomes a
constant $168,75) the conversion table is so constructed that the
primary insurance amounts shown therein are the same (aside from
slight differences introduced by rounding) as those produced by
applying the new start formula to the average monthly wage used
for purposes of computing maximum benefits,
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Je Roundini of Benefits

In order to facilitate administration, the 1¥50 and 1952 Amend-
ments provide for a considerable amount of rounding in the benefit com-
putations. These rounding conditions which have been referred to above
are quite thoroughly spelled out in the law, and it is of interest to
see how they work out in particular cases. The following discussion
relates generally to the ™ew start" formula, although it is largely
applicable to individuals whose primary insurance amounts are determined
under the conversion table,

As a specific example, we may consider an individual who has a
"new start® average monthly wage falling between $111,00 and $111.99 as
initially calculated. It is first provided that this amount shall be
rounded down to the next lower multiple of a dollar, that is, to §111.
According to the benefit formula, the primary insurance amount is com-
puted to be $56.65, which in turn, is rounded to the next higher multiple
of ten cents, or $56.70. The maximum family benefit is 80% of the average
wage or $68.80.

It may be noted that for the "new start" benefit provisicns, because
of the rounding of the average wage, there will not be & primary insurance
amcunt corresponding to each multiple of ten cents; in other words, there
will be some "impossible" values, For instance, there can never be a
primary insurance amcunt of $56.60, as indicated in the following table:

Average Monthly Wage Primary Insurance Amount
$110 $56.50
111 56,70
112 56.80

Turning back to the individual with the $111 average monthly
wage, a $56,70 primary insurance amount, and an $88.80 family benefit
maximum, let us consider how surviwr benefits are calculated if he
leaves a widow and children. First, as indicated in the first three
columns of Table 10, the benefits for each beneficiary are obtained by
applying to the primary insurance amount the appropriate benefit propor-
tion, that is, 75% for the widow and 50% for each child plus an extra
percentage for each child equal to 25% divided equally among the child
beneficiaries.

If the resulting total family benefits are less than the maxi-
mum, as is the case only for the first group shown in Table 11, then
each of the individual benefits is rounded up to the next dime. How-
ever, where the total is greater than the maximum, each benefit is
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Table 10

ILLUSTRATIONS CF CALCULATION OF SURVIVCR BENEFITS FOR AVERAGE MOWTHLY VAGE OF $111
BY "yE STARTY FORMULA

Prior to Maximum After Maximum but After Maximum

or Rounding Prior to Roundingd and Rounding
Beneficiary Group . Bach Total s Zach Total W3 s Zach Total
Widow iy Family  %OY  Gpita Femily  299%  ghivg Pamily
Widow and 1 child $42,53 $42.53  $85.06 * * o $42,60 $42.€0  $85.20
Widow and 2 children 42,63 35.44 113,41 $33,30 $27.75 $88.80 33.30 27 .80 88,90
Widow and 3 children 42,53 32,08 141,77 26,64 20,72 88.80 26,70 20.80 89.10
Widow and 4 children 42,53 31.89 170,09 22,20 16,65 88,80 22,20 16,70 89,00
Widow and 5 children 42,53 31,19 188,48 19,03 13.95 28,78 19.10 14,00 89,10
7idow and 6 children 42,53 30,71 226,79 16.65 12,02 88.77 16,70 12,10 89.30
Widow and 7 children 42,53 30.38 255.19 14.80 10,57 88.79 14,80 10,60 89,00
Widow and 8 children 42,53 30.12 283.49 13,32 9,43 88,76 13.40 8,50 85 .40
Widow and 9 children 42,53 29,93 311,90 12,11 8.562 88,79 12,20 8.60 89.60
Widow and 10 children 42,53 29,77 340,23 11,16 7.77 88,80 11.10 7.80 89.10

* Moximum not applicable,
2/ Differencesbetween totzl family benefit indicated and maximum of $88.80 are due to taking each irdividual
benefit to nearest whole cent,



reduced proporticnately in the ratio of the maximum benefit to the
preliminary totsl family benefits, (If there is a bemefit paysble
to & retired worker, his amount is not reduced, but rather all
others are reduced sufficiently to bring the total down to the maxi-
mum total benefit,) The secornd group of three columns shows these
proporticrately reduced figures, It may be noted that in sone in-
stances the total differs slightly from the maximur of $88,80 be-
cause of the necessity of rounding each benefit to the nearest cent,
(In practice, smounts of exectly % cent or more are rounded up, and
all other amounts are rounded down),

Finally, as shown ir the last three columns, each of the re-
sultirg reduced benefits obtained vprevicusly which ie not a multiple
of ten cents is rounded up to the next higher ten cents, It will be
observed that the total family benefits will frequently exceed, by
small amounts, the actual caloulsted maximud, Thuse, in this partic-
ular case, such exces: rangee from 10 cents to as much as 80 cents
for a very lerge family,

This results in a minor peculisrity which may have been noted
previously in Teble 5, namely, that in certain instances, smaller
families will get slightly larger benefite than some larger families,
For instance, in one case considered in Table 1P the benefit for a
€~child femily is 30 cents larger than for a 7-child family,

Also there might be a slight question concerning that section
of the Amendments§7 which provides that if the maximum is applicsble,
and the work clsuse is operating agslnst one of more of the family
group, the payments (either reduced or unchanged, as recuired) shall

be continued to those who work rather than be suspended with a corres-
ronding increase to the other beneficiaries, This, of course, is de~
sirable for administrative simplicity, It would therefore seem botk
against the purpose of the law and agesinst reasonable admiristrative
procedure in such cases, for the benefits to be varied to reflect the
small differences indicated in the last column of Table 10 for families
of different size, In other words, specifically for the case indicated,
in a 7-child family the total family benefits of $89,00 viculd be pay-
able 80 long as the widow and at least 2 children were not affected by
the work clause,

One further point of interest which may be noted in this con-
nection is that for different groups of beneficisries which each add

g/ Sec, 203{h) provides that deductions because of the work clause
shall be made from the benefits to which an individuzl is en-
titled only to the extent that they reduce the total amount which
would otherwice be paid, on the basis of the same wages and self-
employment income, to him and the other individuals livirg in the
same houeehold,
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up to the same total percentage of primary insurance amount, the
total monthly benefits may differ by small amoun*s due to the
effects of rounding individual benefitse For example, in Chart I,
it is shown that a retired worker and eligible wife will draw a
total benefit of 150% of the primary insurance amount, while a sur-
viving widow and child will be entitled to the same percentage

For an average monthly wage of §150 used with the new start formula,
the retired worker and wife will receive a total monthly benefit of
$86.30, while the widow and child, entitled to the same total per-.
centage of primary insurance amowmt, will receive $86.40, the differ-.
ence in the total amount resulting from rounding of the individual
benefits.

Further, it may be of interest to consider the actual exact
maximm family benefit when the $45 maximum is applicable (for aver-
age wages of $56 and less; ==d when the $168.75 maximum is applicable
(for average wages of $211 or more)e In each of these two groups,
there 1s the same maximum family benefit-~regardless of the average
wage or the primary insurance amounte The following table indicates
the particular maximwms for a widow and various numbers of children:

Family Benefit Family Benefit
Beneficiary Group Where $45 Maximum dhere §168.75 Maximum

is Applicable is Applicable
Widow and 2 Children $45.10 $68,90
Widow and 3 Children 45.00 168.90
Widow and 4 Children 45430 169.00
Widow and 5 Children 45420 169.20
didow and 6 Children 45410 169.10
¥idow and 7 Children 45430 168.90
Widow and 8 Chi'dren 45420 169.40
Widow and 9 Children 45.80 168.90
Widow and 10 Children 45470 16940

It will be observed that as in the previous specific case, the
total family benefit will exceed the particular exact maximm by small
amounts which, of course, are never greater than 10 cents per bene-
ficiary .

The 1952 Amendments contain special provisions, section 6(e), for
rounding benefits for those on the roll when the increase in benefits
first went into effect (September 1952). For this large group, in
order to facilitate the conversion of the benefits, these provisions
were introduced to provide for administrative simpliecity such that auto-
matic machine methods could be used rather than individusl recomputation
in each case. The result of this procedure produced benefits substan-
tially the same, always within 10 cents, .as those which would have been
obtained by individual recomputatione. The very slight anomalies result-
ing are, of cowrse, far more than counterbalanced by the administrative
savings and the advantages of time saving so that the converted benefits
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could be pald promptly. As in many other matters, the prineiple of
strict individual equity with accuracy to the nearest penny can not
be applied to a broad soclal insurance program with such a large
scope of coveragee.

In particular, the problem was that individual checks are sent
out to most categories of beneficiaries. The only inform:tion avail=-
able for each beneficiary without going back to the individual files
is the amount of the monthly payment and the number and type of other
beneficiaries based on the same wage record. Because of the rounding
provisions under the 1950 Amendments, dependent and survivor benefici-
aries could receive the same payment, but the primary insurance amount
on which it was based would be different. For instance, a wife could
have bsen getting $27.60, while the PIA her husband was receiving
could have been either $55.10 or $55.20s Under the 1952 Amendments,
these PIA's are increased to $62.00 and $62.10, respectively, which by
individual computation would result in wife's benefits of 331.00 and
$31.10, respectivaly (and this is just what is paid for persons coming
on the roll after August 1952). In this case, in converting the bene-
fits it would have been very costly and time-consuming to have checked
back to the individusl files to determine for wife's benefits of $27.60
under the 1950 Amendments whether they were based on PIA's of $55.10 or
$55420. Accordingly, it was provided that in all such cases it should
be presumed that the wife's benefit was based on the higher of the two
possible PIA's so that in this example the wife's benefit under the 1952
Amendments in all cases would be taken as $31.10.

In the example given sbove, and in perhaps most cases, this special
rounding provision resulted in a slight advantage to the beneficilaries.
However, there are some cases where the reverse situation oceurs, namely,
when the maximm benefit provisions apply. Under the 1950 Amendments,
2 wife's benefit of $24.10 resulted from PIA's of either $48.10 and
$48420, Under the 1952 Amendments, these FIA's were incressed, respec-
tively, to $54420 and $54430 with the maximm family benefit in both
instances being $79.20 (because of the provision described previously
that the average monthly wage for maximm benefit purposes is rownded
to even dollars and, therefore, the same maximum applies for several
different PIA's ). Accordingly, for those coning on the roll after
August 1952, the wife's benefit for a $54.20 PIA is $25.0C, while for
a $54430 PIA it is $24.50, so that the same total family benefits re-
sult in both cases. However, for those on the roll in August 1952 the
speclsl provision of section 6(e) results in wife's benefits of $24.10
under the 1950 Amendments being assumed to relate to PIA's of $48.20
under the 1950 Amendments even though it might have arisen from a pri-
mary insurance amount of $48.10. Accordingly, in 211 such instences,
under the 1952 Amendments the wife's benefit is $24.90, even though re~
computation based on the individual folders would have reswlted in
some of these being 10 cents higher (i.e. for PIA's under the 1950
Amendments of $48,10). Again, as indicated previously, strict individ-
ual precision is not administratively feasible and is not really
necessary in a broad social insurance program.



K. level Premium Costs of Individual Benefits

Table 11 shows the level premium cost as percent of assumed
level monthly wage for various wages and retirement ages. The as-
sumptions underlying these figures are as follows:

(1) Lsvel monthly wages from age at entry to retirement
ag8,

(2) For the married cases, the man is married at age 24
to a woman age 19,

(3) For the cases involviug children, they are born at
the man's age 25, 30, and 35 (when applicable),

(4) No mortality for the children.

(5) Remarriage rates, based on 150% of the American Re-
marriage Table, for termination of mother's and widow's
benefits.

(6) The wife not an old~age beneficiary in her own right.

(7) Benefit provisions, mortality rates, and interest
rates for the several "Valuation Bases" are indicated
in the table,

Tables 1la, 1lb, and llc show the cost for retirement age 65.
Tables 11d, lle, and 11f show the cost for retirement age 68. Tables
1la and 11d are for level wages of $100, Tables 1lb and lle are for
ievel wages of $200, and Tables lle and 11f are for level wages of
300,

Valuation basis A is identical to that shown in Actuarial
Study No. 30 and is for the 1950 Amendments. This was included in
this study so a comparison could be made between the present Act
(1952 Amendments) and the previous Act (1950 Amendments). In all
cases the cost shown for the present Act is.more than for the previous
Act with the same valuation basis for each of the wages shown. How-
ever, due to the recent increase in wage levels there are larger per-
centages of individuals in the higher wage brackets (and correspond-
ingly a smaller percentage in the lower wage brackets). As a result,
the average cost for the entire coverage is roughly the same under the
present Act as it was under the previous Act.

Valuation basis C when compared with basis B shows the effect
of the decided improvement in mortality in recent years. Valuation
basis D when compared with basis C shows the effect of assuming im—
proved mortality in the future. The generation mortality used in

- L2 -



Table 1lla

LELVEL PREMIUM QOSTS CF BENEFITS AS PERCENT OF ASSUMED
LEVEL MONTHLY WAGE OF $100 AND RETIREMENT AGE 65

Valuation Single Single Married Male
Basis Male Female No Children 1 Child 2 Cnlldren 3 Children
Age 20 at Entry

A 3.6k  L.L9% 5.95% 6.71% 7.21% 7.61%

B ~ L.00 L.9L 6.55 7.37 7.89 8.47

c L,22 5.56 7.14 7.75 8.17 8.70

D 5.17 6.19 8.38 8.9L 9.36 9.86

E 6.71 8.06 11,06 11,60 11,96 12,L4
Age 30 at Entry in 1951

A 577 7.06 9.L3 10,04 10,78 11.83

B 6.35 1.77 10,43 11.09 11,85 12,77

c 6.66 8.68 11,29 11,79 12,11 13,26
Age 4O at Entry in 1951

A 10,07 12,13 16.10 16,13 16.47 17.86

B 11.07 13,3k 18.23 18,27 18.79 20.03

C 11,56 14.79 19.60 19.64 20.10 21,18
Age 50 at Enty in 1951

A 21.31 25.02 33.69 33.69 33.69 33.79

B 23. Lk 27.52 38.25 38.25 38.25 36.36

o 2h.32 30.16 L0.82 Lo, 82 40.82 L0.96
Age 60 at Entry in 1951

B 92,31 10L.21 143.96 143.96 143,96 143.96

Cc 95.05 112,38 153.40 153.40 153.40 153.40

Description of Valuation Bases:

=O 0w

Note:

1952 Amendments,

1952 Amendments,

- 13 -

1950 Amendments, 1939-L1 U.S. White Mortality, 3% interest.
1939-41 U.S. White Mortality, 3% interest.
1952 Amendments, 1948 U.S. White Mortality, 3% interest,
1952 Amendments, 1948 Generation Mortality, 3% interest.
1948 Generation Mortality, 2§% interest.

Cost of survivor benefits based on death of wage earner before re-
tirement is included where applicable,
assumptions,

See text for demographic



LEVEL PREMIUM Q0S5TS CF BENWFITS AS PERCENT COF ASSUMED

,Table 11b

LEVEL MCNTHLY WAGE OF $200 AND RETIREMENT AGE 65

Valuation Single  Single

Married Male

Basis Male Female No Children I Child 2 Chlldren 3 Children
Age 20 at Entry

A 2.36% 2,92% 3.86% L.36% L. 76% 5.06%

B 2.55 3,14 L.17 L.71 5.13 5.70

c 2.69 3.54 L.55 L.95 5.29 5.73

D 3,29 3.94 5.33 5.69 6.02 6.43

E L.27 5.13 7.04 7.39 1.69 8,08
Age 30 at Entry in 1951

A 3.75 L.59 6.13 6.52 7.10 7.85

B Lok L.9lL 6.64 7.07 7.69 8.60

C L.2h 5.52 7.19 7.52 8,02 8.72
Age 4O at Entry in 1951

A 6.54 7.88 10,47 10.L49 10.70 11.67

B 7.05 5.49 11.61 11.63 11.99 12,91

C 7.36 9.l 12,47 12,50 12,80 13.61
Age 50 at Entry in 1951

A 13,85 16.26 21,90 21.90 21.90 21,96

B 14,91 17.51 2. 3L 2.3k 2L.34 4.l

c 15.48 19.19 25,98 25,98 25.98 26.07
Age 60 at Entry in 1951

B 58,74  66.32 91.61 91.61 91.61 91.61

c 60.49 71.51 97.62 97.62 97.62 97.62

Description of Valuation Bases:

OO W

Note:

1950 Amendments, 193Y-L1 U.S. White Mortality, 3% interest.,
1952 Amendments, 1939-L1 U.S. white Mortality, 3% interest,
1952 Amendments, 1948 U.S. White Mortality,
1952 Amendments, 1948 Generation Mortality,
1952 Amendments, 1948 Generation Mortality,

st of survivor benefits based on death of

3% interest.
3% interest,
2%% interest.

wage earner before re-

tirement is included where applicable. See text for demographic

assumptions,

- 4d -
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Table 1llc

LEVEL PREMIUM COSTS OF BENEFITS AS PERCENT OF ASSUMED
LEVEL MONTHLY WAGE OF $300 AND RETIREMENT AGE 65

Valuation Single Single Married Male
Basis Male Fomale No Children 1 Child 2 Children 3 Children

Age 20 at Intry

A 1.94%  2.40% 3.17% 3.58% 3.88% 4108

B 2.06 2455 337 3.80 Lel5 Le53

c 2.17 2:8 3.67 3.9 427 4460

D 2466 3.19 Lo32 461 4.88 5.19

E 345 Lel5 5469 5.97 6+22 651
Age 30 at BEntry in 1951

A 3.08 3.7 5,03 5435 5.80 6436

B 3027 4000 5-37 5072 6022 6082

c 343 Lol 5,82 6,09 649 7402
Age 40 at Entry in 1951

A 5¢37 647 8459 8.61 8.78 9.55

B 5470 6487 9.39 9.41 9469 10.43

c 5495 7.62 10,09  10.11 10.36 11.aL
Age 50 at Entry in 1951

A 11.36  13.34 17.97 17.97 17.97 18,02

B 12,07  14.17 19,70 19.70 19.70 19.76

c 12:.53  15.54 21.03 21.03 21.03 21.10
Age 60 at Entryin 1951

B 47455 53.68 7416 7416 7416 7416

c 48.96  57.89 79.01 79.01 79.00 79.00L

Description of Valuation Bases: .

A 1950 Amendments, 1939-41 U.S. White Mortality, 3% interest.
B 1952 Amendments, 1939-41 U.S. White Mortality, 3% interest.
C 1952 Amendments, 1948 U.S. White Mortality, 3% interest.
D 1952 Amendments, 1948 Generation Mortality, 3% interest.
E 1952 Amendments, 1948 Generation Mortality, 246 interest.

Note: Cost of swrvivor benefits based on death of wage earner before re-

tirement is included where applicable. See text for demographic
assumptions,

- 45 -



LEVEL PREMIUM COSTS OF BENEFITS AS PERCENT OF ASSWMED

Table 11d

LEVEL MONTHLY (TACT OF 4100 AND RETIREMENT AGE 68

Valuation Single Single

Married Male

Basis Male Female No Children 1 Child
Age 20 at Entry
A 2.60% 3.28% 4L.8T% 5.61%
B 2.8 3.51 5.36 6.17
c 3404 413 5.90 6450
D 3.8, 469 7.05 7.61
E 5403 6.16 9.38 9490
Age 30 at Entry in 1951
A Lo 08 5.10 7.62 8e21
B 4el9 5461 Be45 9.09
c Lo, 6.37 9.23 9.72
Age 40 at Entry in 1951
A 6.94 8454 12.67 12459
B 764 9.39 14443 1446
c 8,03  10.57 15.64 15.68
Age 50 at Entry in 1951
A 13.85 16.57 24494 2494
B 15.24,  18.22 28450 28,50
c 15.93 20.27 30.68 30,68
Age 60 at Entry in 1951
B 45.67 52,37 80,97 80.97
c 41,40  57.26 87.22 87.22

Description of Valuation Bsses:

HUOQW®>

2 Children

6.11%
6467
6491
8.03
1026

8.94
.82
10.31

13.00
1449
16.11

24e 9%
28450
30.68

80497
87.22

1950 Amendments, 1939-41 U.S. White Mortality, 3% interest.
1952 Amendments, 1939-41 U.S. White Mortality, 3% interest.
1952 Amendments, 1948 U.S. White Mortality, 3% interest.
1952 Amendments, 1948 Generation Mortality, 3% interest.
1952 Amendments, 1948 Generation Mortality, 2% interest.

3 Children

50%
24
43
53
10.72

9,95
10.72
11l.14

1433
16.13
17.14

25.03
28.60
30.80

Note: OCost of suwrvivor benefits based on death of wage earner before re-

tirement is included where applicable.

assumptions.

-4 -

See text for demographic



Table lle

LEVEL PREMIUM COSTS OF BENEFITS AS PERCENT OF ASSUMED
LEVEL MONTHLY WAGE OF $200 AND RETIREMENT AGE 68

Veluation Single

Note:

Single Married Male
Female No Children 1 Child 2 Childrep 3 Children
Age 20 at Entry
2:14% 3.16% 3.65% 4o 04% 4Le34%
2.30 364l 3494 4e35 49l
2.63 3475 bell Ledi8 4ol
2.98 4048 4.84 5.17 5058
3.92 597 6431 6460 6.99
Age 30 at BEntry in 1951
3431 Le96 5.34 5,90 6.63
3057 537 5479 6439 727
4o 05 5,88 6420 6.68 7436
Age 40 at Entry in 1951
5e¢55 8423 8.25 8,46 9437
597 9.18 9.20 9454 10.41
6.73 9.95 9.97 10,27 11.03
Age 50 at Entry in 1951
10.77 16.21 16.21 16.21 16.27
11,60 18.14 18.14 18. 18.2
12.90 19.53 19.53 19.53 19.61
Age 60 at Entry in 1951
33.33 51452 5152 51e52 5152
36444 55450 55450 55450 5550
tion Bases:

1952 Amendments, 1939-41 U.S. White Mortality, 3% interest.
1952 Amendments, 1948 U.S. White Mortality, 3% interest.
1952 Amendments, 1948 Generation Mortality, 3% interest.
1952 Amendments, 1948 Generation Mortality, 2% interest.

Bagis Male
A 1.69%
B 1.82
c 1.93
D 2ed,
E 3620
A 2.65
B 2.85
C 302
A 4o51
B L85
C 5e411
A 9,00
B 9.70
C 10.14
B 29,06
c 30.16

8 \'/
A
B
c
D
E

Cost of survivor benefits based on death of wage earner before re-

tirement is included where applicablee.

assumptions.

See text for demographic



Table 11lf

LEVEL PREMIUM COSTS OF BENEFITS AS PERCENT OF ASSUMED
LEVEL MONTHLY WAGE OF 300 AND RETIREMENT AGE 68

Valuation Single Single Married Male
Basis Male Femsle No Children 1 Child 2 Children 3 Children

Age 20 at Entry

A 1.39%  la75% 2.59% 2.99% 3e29% 3.51%

B Le47 1.8 2.76 3e19 352 3,89

c 1.57 Zel2 3404 3436 3063 3495

D 1,98 2042 364 3.93 420 451

x 2459 3.17 be¥3 5411 5434 5.63
Age 30 et Intry in 1951

A 2417 2472 LeQ7 438 4o82 5636

B 2431 2.89 435 4 e69 517 | 5476

c 26y 3,28 475 5,01 5440 5.91
Age 40 at IEntry in 1951

A 3.70 Le55 6476 6477 6.94 7.67

B 3.93 Le84 743 Tekb 7472 842

c Lol 504, 8.06 8.08 8032 §e93
Age 50 at Entry in 1951

A 7.39 8.83 13.30 13.30 13.30 13.35

B 7.85 9.39 14068 14068 14.68 1473

c 8,21 10044 15.81 15.81 15.8 15.88
Age 60 at Entry in 1951

B 23453 26,98 AT L. .71 [1.71

Y 2L edi2 29.49 44,493 44 e 93 ble 93 44,93

Description of Valuation Bases:

1950 Amendmsnts, 1939'41 UeS. White Mor'tality, 3% interest.
1952 Amendments, 1939-41 U.S. Rhite Mortelity, 3% interest.
1952 Amendments, 1948 U.S. White Mortality, 3% interest.
1952 Amendments, 1948 Generstion Mortality, 3% interest.
1952 Amendments, 1948 Generation Mortality, 2#% imterest.

o Qw &

Note: Cost of survivor benefits based on death of wage earner bsfore retire-
ment is included where applicable. See text for demographic assump-
tions.
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basis D is the same as that used for the low mortality projections

of the U.S. population shown in Actuarial Study No, 33. Valuation

basis E shows the effect of a reduction in the assumed rate of in-

terest., In general the relative cost increases with a reduction in
mortality, interest, level wage, or period from 1951 to age 65.

Table 12 shows the level premium cost as percent of payroll
for an individual entering covered employment at age 20 and termi-
nating covered employment at various ages. Separate figures are
shown for a single male and for a married male with no children. As
before, a level wage during the period of coverage is assumed. The
valuation basis here is 1939-41 U.S. White mortality and 3% interest.
Other valuation bases were not included since these costs are shown
only to clarify the relative effect on costs if individuals are in
covered employment for only a portion of the possible years between
ages 20 and 65,

The figures shown for withdrawal at age 65 are identical with
those shown in Table 11 for valuation basis B. In general, the figures
for continuous coverage from age 20 fall in between those for partial
coverage. The reason for the relatively high cost for the short
coverage cases is due to the effect of both the $25 minimum benefit
and the bent benefit formula applying. For instance, considering the
single man with a $100 wage, the level premium decreases from almost
5% of pay roll for withdrawal at age 30 (after the minimum period of
10 years required for permanent fully insured status) to less than 3%
for withdrawal at age 40 and then increases to 4% for withdrawal at age
65. For withdrawal ages 30 and 35 the primary insurance amount availa-
ble at age 65 is the $25 minimum, while for age 4O it is only slightly
higher--the $26 minimum; since as the age at withdrawal increases there
is more contribution period, but in these cases the PIA remains the same,
and thus the level premium cost decreases. For withdrawal ages 45 and
above the PIA increases proportionately (since for this wage all com-
putations are in the first step of the benefit formula), and therefore
the level premium cost rises for higher withdrawal ages since the addi-
tional benefit amounts accruing have a higher cost due to the effect of
interest and mortality (the man is nearer age 65 and so more likely to
reach that age, while there is a shorter period for interest accumu-
lation on the contributions).

Considering the single man with $200 and $300 wages, the level
premium increases slightly to a peak and then decreases. The explana-
tion of the trend in the increasing period is the same as was given for
the increasing trend for the $100 man. The decrease occurs because of
the relatively lower rate of increase in the PIA as the average monthly
wage rises above $100, more than offsetting the effect of the additional
benefits accruing at the older ages (which as indicated previously are
more costly).
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Table 12

LEVEL FREMIUM COST OF BENEFITS AS PERCENT OF ASSUMED LEVEL MONTHLY WAGE
FOR INDIVIDUAL ENTERING AT AGE 20 AND WITHDRAWING AT VARIOUS AGES,
ASSUMING RETIREMENT AT AGE 65

Cost for Single Male, Cost for Married Male with
Age at Withdrawal with Level Wage of No Children, with Level Wage of
Fron Covered Employment $100 “$200 $300 —$100 $200 5300
30 4.91%  2.57%  2,33% 8.06%  4.33%  4,06%
35 3.54 2.58 2,58 5.85 4,38 4.28
40 2,98 2,76 2.28 5,01 4.61 3.78
45 2,99 2,78 2,12 8,07 4,59 3.52
50 3.20 2.63 2.05 5.40 4.36 3.39
55 3.44 2.56 2.02 5.78 4,22 3.34
60 34589 2,53 2,03 6.11 4,16 3.33
65 4,00 2.55 2.06 6.55 4,17 3.37

Description of Valuation Bases:

B. 1952 Amendmerts, 1939-41 U.S, White Mortality, 3% interest.

Note: Cost of survivor benefits based on death of wage earner before retirement
is included where applicable, See text for demographic assumptions,
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