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FOREWORD

The 1954 Amendments to the 0ld-Age and Survivors Insurance
system extended coverage of the program so that it applies to
virtually all substantial employment in the United States that is
not under another governmental system. At the same time, other
changes were made such as increasing benefit amounts by changing
the benefit formula, the maximum earnings creditable, and the
method of computing the average wage on which benefits are based.

The thorough analysis of the benefit relationships under
these amendments made in this study is primarily quantitative and
mathematical, showing the various benefit relationships developing.
The tables of illustrative benefits for the new formls 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 to show peculi-
arities 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 socisl
insurance program it is both undesirable and virtually impossible
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 amendrents, considering the complexity involved
in converting the benefits and bringing under coverage new employ-
ment categories,

This actuarial study is the fifth of a series. Actuarial
S No, 8 made a somewhat similar analysis for the 1935 Act,
1%’0%51 Study No, 1l dealt similarly with the 1939 Amendment s,
Actuarial Study No. 30 related to the 1950 Amendments, and Actuarial
Study No. 34 related to the 1952 Amendments. The present actuarial
study does not set forth the estimated costs of the 195) Amendments;
these are available in "Actuarial Cost Estimates for the 0ld-Age
and Survivors Insurance System as Modified by the Social Security
Amendments of 195k," August 20, 195k, Committee on Ways and Means s
House of Representatives, and in Actuarial Study No. 39.

Robert J. Myers

Chief Actuary
Social Security Administration
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This study has been prepared for the use of the
staff of the Social Security Administration and
for limited circulation to other persons in
administration, insurance, and research concerned
with the subject treated. It has not been sub-
mitted to the Comnissioner of Social Security for
official approval.
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ANALYSIS OF THE BENEFITS UNDER THE OLD-AGE AND SURVIVORS
INSURANCE PROGRAM AS AMENDED IN 1954

Introduction

A substantial increase in the level of benefits was one
of tR major changes which the Social Security Amendments of
1954~/ produced in the Old-Age and Survivors Insuramce (OASI)
system. For most beneficiaries on the roll in September 1954,
this increase is effected by means of a "conversion table" appear-
ing in the Amendments, which increased benefits for a retired
worker by at least $5, with corresponding increases generally for
other beneficiaries, For most beneficiaries becoming eligible later,
the increase is attributable to a change in the benefit formmla.
The monthly primary insurance amount is now 55% of the first $110
of average monthly wage (determined from covered earnings after
1950) plus 20% of the next $240, as contrasted with the formula
in the 1952 law which used 558 of the first $100 plus 15% of the
next $200, Regardless of the method of computing benefits, the
minisum primary insurance amount now is $30, while maximum family
benefits are $200, or 80% of average wage if less (but not to be
reduced below the greater of $50--as contrasted with $45 in the
1952 law--or 1% times the primary insurance amount).

A number of other important changes were made, The amount
of earnings permitted without suspension of benefits (the so-
called "work clause") is raised from $75 per month to $1200 per
year, Coverage is extended to approximately 10 million additional
personse Up to five years of lowest earnings are dropped in com-
puting benefits, and the insured status requirements are liberal-
izeds The total annual earnings on which benefits and contributions
are based is raised from $3600 to $4200, Provisions are introduced
to "freeze" the insured status and benefit amounts of persons who
become permanently and totally disabled prior to retirement age.

This study is concerned primarily with the mathematical re-
lationships existing betwecen individual and family benefits, and
between benefits and the average wages used in determining them.
In discussing these, it has sometimes been considered advisable
to deal with topies which are not strictly within the scope of
zhis study, in order to avoid excessive use of refarences to the

cte

Although the interpretations included herein are thought
to be accurate, this study is not to be taken as final authority,
which of necessity, lies in the law itself and in the official
regulations and rulings already existing or to be made hereafter,

1/ Public Law 761 (83rd Congress, Second Session).



B, Insured Status

While this study is concerned primarily with the relationships
between earnings and benefits, it will be appropriate to :include a
brief summary of the requirements regarding duration and recency of
covered employment, or insured status, for those individuals with
earnings records,

An individual dying before September 1, 1950 is considered to

have been "fully insured" if he had not less than 6 quarters of
coverage.?./ This is applicable only for monthly benefits for Septem-
ber 1954 and later since a more restrictive provision applied before
the enactment of the 1954 Amendments,

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 65 or died, whichever first occurred, with a minimum
of 6 quarters of coverage required; or,

(b) 4O quarters of coverage.

g/ 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 (a somewhat similar provision
applies to wages for agricultural employment after 1954)s Ex=
ceptions to this general rule are:

(1) PFor 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 insurance benefit, and
subsequent. quarterse

(2) - For years after 1950, (a) if the wages paid to an individual
in each of the calendar years 1951-54 equal or exceed $3600,
or if the wages in each of the calendar years after 1954
equal or exceed $4,200, each quarter of such year is a
quarter of coverage (subject to Clause (c)); (b) if an indi-
vidual has self-employment income and if his wages plus
self-employment income for a taxable year after 1950 and
prior to 1955 equal or exceed #3600, or after 1954 equal or
exceed $4200, each quarter, any part of which falls in such
taxable year is a quarter of coverage (subject to Clause (c));
and (c) no quarter is counted as a quarter of coverage before
the beginning of such quarter, and no quarter after the
quarter of death 1s a quarter of coverage,

-

-2-



The 1954 Amendments to the Social Security Act introduced
two special provisions in the determination of fully insured status
in the future, The first of these states that an individual shall
be deemed to be fully insured if he has quarters of coverage in all
quarters after 1954 and before July 1956 or, if later the quarter
of death or attainment of age 65, whichever occurs firste This is
a temporary modification and will not apply after September 30,
1958 since persons who die or attain age 65 after this date, ful-
£i11ling this condition, will automatically acquire fully insured
status under the definition as set forth in item (a) above, The
second modification states that periods of disability, as defined
in Section 216(i), will not be considered in determining insured
status,

When the number of elapsed quarters is odd, such number is
reduced by one before calculating the number of quarters of cover-
age requireds It should be emphasized that the required quarters
of coverage can be obteined at any time and need not be obtained
during the period used for determining the required number. For in-
stance, a person attaining age 21 in 1952 has his requirement
measured from then but can obtain the needed quarters of coverage
at any time——before 1952 (back to 1937), between ages 21 and 65,
and after age 65,

A currently insured individual is one who has not less than
six quarters of coverage during the 13-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-
ments, 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 recognition of the fact that there are individuals who
will have a loss of insured status or a reduction in the amount of
their benefits due to extended periods of disability, the 1954 Amend-
ments introduced the "disability freeze' provision. This provision
had previously been contained in the 1952 Amendments on an inoperative
basise Under the operatiom of this provision, an individual who
establishes a period of disability, as set forth in Section 216(i),
may disregard this period (or periods) of disability in determining
his insured status and in computing any benefits due him or his

fami]y.

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

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



Chart 1

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

Entitled
to Old-Age
Entitled Insurance
Fully or Fully and to Old-Age Benefits and
Fully Currently Currently Insurance Currently
Insured Insured Insured Benefits Insured
Old-Age Insurance Benefits SRR
Wifel's Insurance Benefits 3686
Husband!s Insurance Benefits Feee

Child's Insurance Benefits

(1) Supplementary : S
(2) survivor *g

Widow!s Insurance Benefits *¥xxna

Widower's Insurance Benefits D/

Motherts Insurance Benefits *ika

Parent!s Insurance Benefits kg /

Lump-Sum Death Payments #xasp/

a/ This benefit avallable for insured deaths occurring after 1939.

b/ This benefit available for all insured deaths occurring after August 1950, For insured deaths occurring
after 1939 and before September 1950, lum;-sum death payments are available only if there is no survivor
who is eligible for monthly benefits for the montn in which death cccurs.




Wife's insurance benefits are payable to the wife of a worker
entitled to old-age benefits if she has reached age 65, 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 the child of a de-
ceased worker or of a worker entitled to old-age insurance benefits,
if the child is ummarried 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)e

Widow's or widower's insurance benefits are payable when such
surviving spouse has reached age 65 and has not remarrieds 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,

Mothert!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 worker's death,

All types of beneficiary payments are expressed in terms of
the primary insurance amount. 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 simultaneous entitlement to benefits.
For 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-age benefit would
be paid plus a widow's benefit equal to the excess).

Chart II illustrates how various combinations of beneficiaries
build up various multiples of an individual's primary insurance amount.
There are 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-
viduals affected by these limits Chart II will not be applicable,

This is discussed more fully hereafter in the section dealing with
maximm benefits,
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Chart II

BENEFICTARY CATEGORIES ACCORDING TO TOTAL AMOUNT OF BENEFITS PAYABLE

Total Benefits as % of
Primary Insurance Amount

75%
100

125
150

175
200

225

300

Beneficiary Cgtegoryﬁ/

1 survivor child; widow; dependent widower or parent
old-age beneficiary
2 survivor children

old-age beneficiary and wife; old-age beneficiary and 1 child;
old-age beneficiary and dependent husband

1 survivor child and mother; 1 survivor child and widow; 1 survivor
child and dependent widower; 2 dependent parents

3 survivor children

old-age beneficiary, wife, and 1 child; old-age beneficiary and 2
children; old-age benefieiary and 1 child and dependent husband

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

4 survivor children; widow, mother, and 1 child (where mother is a
former wife divorced)

Jump-sum death payment

a/ All monthly beneficiaries except mother and child (under 18) must be age 65 or over.

Note: Because of maximum provisions, 226Fof the primary insurance amount is the largest family

benefit payables




In addition to the monthly benefit payments referred to above,
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,s If there is no such widow or widower, pay-
ment is made to the person paying the burial expenses, but not to
exceed such expenses,



Co Method of Determining Primary Insurance Amount

An individual's primary insurance amount is determined by
one of three methods. These methods are (1) the use of the 195
benefit formula, (2) the use of the 1952 bepefit formula with the
resulting benefit being increased by entering the conversion
table as set forth in the 1954 Amendments, and (3) the use of the
1939 benefit formula with the resulting benefit being increased
by entering the conversion table set forth in the 195} Amendments.
The 1952 and 195l formulas are used for determining the primary
insurance amount of those individuals who would attain 22
after 1950 (i.e. born after 1928) and who have at leas quarters
of coverage after 1950,

For retired workers entitled to a monthly benefit for any
month before September 1950 or for beneficiaries of a worker
dying before that time the primary insurance amount is determined
by entering the conversion table with the primary insurance
benefit calculated by the 1939 formula. For other individuals
who do not have 6 quarters of coverage after 1950 the primary
insurance benefit used for entering the conversion table is based
on a modification of the 1939 formula (without the 1% increment
for years after 1950). This increment is referred to below in
connection with the calculation of the primary insurance amount
by the 1939 formula in conjunction with the conversion table,

Finally there is another group of individuals, those who
attained age 22 before 1951 and who have at least 6 quarters of
coverage after 1950. For these individuals the primary insurance
amount is calculated by that formula, of the three formulas referred
to above, which produces the largest primary insurance amount.

The three benefit formulas are expressed in terms of the
average monthly wage. Determination of this average monthly wage
is therefore necessary before the primary insurance amount car be
calculated,



D. Calculation of Average Monthly Wage

The average monthly wage is found by dividing (a) the total
of all creditable earnings after an individual's starting date and
before his closing date by (b) the number of months after his start-
ing date .and before his wage closing date, excluding the months in
any quarter which was prior to the year in which he attained age 22
and which was not a quarter of coverage, and excluding also the
months in a period of disability as defined in Section 216(i). If
the computed number of elapsed months in (b) is less than 18, such
number if increased to 18.

For the years before 1951, creditable earnings are wages up
to a maximm of $3000 in any one year (with special provisions
applying for the years 1937-39). Creditable earnings for 1951-5.
are the total of wages and self-employment income up to a maximum
of $3600 in any one year, and for years after 1954 the total of
wages and self-employment income up to a maximum of $4200 in any
one year, ‘

There is a maximum average monthly wage associated with
each of the benefit formilas, They are: 1939 formula--$250,
1952 formila--$300, and 1954 formula--$350,

If the average monthly wage is being determined for use
with either the 1952 or 1954 formulas, the "starting date" is de-
fined as being either December 31, 1950 or, if later, the last day
of the year in which the individual attained the age of 21, If
the average monthly wage is being determined for use with the 1939
formula, the "starting date" is defined as being either December 31,
1936 or, if later, the last day of the year in which the individual
attained the age of 21,

The wage closing date is defined as being the most advantas
geous of the following three: (a) the first day of the year in
which the wage earner died or became entitled to an old-age insurance
benefit, (b) the first day of the year in which he was fully in-
sured and had attained retirement age, or (¢) the first day of the
Yyear following the year of entitlement or death. This last closing
date can be used only if evidence of the creditable income in that
year is readily available,

A special provision applies if an individual dies in 1956,
or becomes entitled to an old-age insurance benefit in 1956
(without benefit of the twelve month retroactive provision) and
if he has at least 6. quarters of coverage in the period beginning
after 1954 and running through the quarter of death or entitlement.
He can have a "starting date® of December 31, 1954 with a closing



date of July 1, 1956 if it gives him a higher PIA, If the July 1,
1956 closing date is used total creditable earnings for the first
half of 1956 cannot exceed $2100,

In computing an individual's average monthly wage for use
with the 1939, or the 1954 formula, up to 5 years (only 4 years
if the individual has less than 20 quarters of coverage) is
dropped from the computation if it gives the individual a higher
PIA., If any years are omitted from the computation, in applying
the drop-out provision, the total creditable earnings, if any,
for those years are omitted from the dividend and the months of
those years are omitted from the divisor. However, the minimum
divisor of 18 applies in any case. The drop-out can be used only
if the individual meets any of the foliowing conditions: (a) has 6
quarters of coverage acquired after June 1953; (b) not eligible
for an old-age insurance benefit until after August 1954; (c) died
after August 1954 without becoming eligible in August or before
and several special circumstances. It should be noted that in no
case may the drop-out be used in computing benefits under the 1952
formla.

After an individual's average monthly wage has been deter-
mined, if it is not an even multiple of $1,C0 it is reduced to the
next lower miltiple of $1.00 before being used in the calculation
of the primary insurance amourt (or benefit).

- 10 -



E, Calculation of Primary Insurance Amount

As stated previously the primary insurance amount may be
determined by application of one of three formulas; namely the
1954, 1952, or 1939 formulas. The following shows the operation
of each of the formulas:

I, 1954 Formula

The primary insurance amount is determined by taking 55% of
the first $110 of average monthly wage plus 20% of any balance not
exceeding $240. If the average monthly wage is less than $55, the
primary insurance amount is $30.

If the average monthly wage is denoted by AMW and the primary
insurance amount by PIA, an algebraic expression for the above is:

PIA = $30 for AMW < §55

PIA = ,55 x AMW for 557 AMWE 110

PIA = §38,50 + ,20 x AMW for 110X AMN™: 350
1I, 1952 Formula

The 1952 primary insurance amount is determined by taking 55%
of the first $100 of average monthly wage plus 15% of any balance not
exceeding $200, If the average monthly wage is less than $35, the
primary insurance amount is $25. If the average monthly wage is
greater than $34 but less than $48, the primary insurance amount is

The primary insurance amount under the 1954 Amendments based
on the 1952 primary insurance amount is the 1952 primary insurance
amount increased by $5.C0.

11T, 1939 Formula

The primary insurance benefit is composed of two parts: (a)
LO% of the first $50 of average monthly wage plus 10% of balance
not exceeding $200, and (b) 1% of the amount computed in ?3
multiplied by the number of years before 1951 in which $200 or more
of wages were credited. The number of years (usually referred to as
increment years) in (b) cannot be greater than 14, If the primary
insurance benefit as calculated is less than $10, it is raised to

10.



If the average monthly wage is denoted by AMW, primary insurance
benefit by PIB, and number of years prior to 1951 in whieh $200 or
more of wages were credited by n, then an algebraic expression for
the above is:

PIB = the greater of $10 or for AMW £ $50
oho AMW x (l + .Oln)

PIB = (15 + .10 AMW)(1 + .Oln) tor 50 € AMW £ 250

Once the primary insurance beneiit is obtained, the correspond-
ing 1954 primary insurance amount is obtained by entering the con-
version table in the 195k amendments. The 195) conversion table is
reproduced in Table 1, If the value of the primary insurance benefit
falls between those given in the conversion table in the 1954 amend-
ments then recourse must be had to the 1952 conversion table which
is reproduced in Table 2, The primary insurance amount associated
with the primary insurance benefit under the 1952 conversion table is
determined by straight line interpolation, with the result rounded to
the next highest ten cents, Then the 1954 formula is applied to the
average monthly wage associated with the primary insurance amount
obtained from the 1952 conversion table, If the resulting figure is
not $5.00 higher than the 1952 primary insurance amount, then it is
increased so that it will be at least $5.00 greater., The result will
be the primary insurance amount associated with the given primary
insurance benefit under the 1954 amendments,



Table 1

CONVERSION TABIE IN 1954 AMENDMENTS

Average Monthly Wage

Primary 1952 Primary 1954 Primary ior Computing
Insurance Benefit Insurance Amount Insurance Amount Maximum Benefits
$10 $25,00 $30.,00 $55.00
11 27.00 32,00 58.00
12 29,00 3L.00 62,00
13 31.00 36,00 05,00
1l 33.00 38.00 69,00
15 35.00 40.00 73.00
16 36,70 .70 76,00
17 38.20 L3.20 79.00
18 39.50 Li.50 81.00
19 Lo.70 45,70 53.00
20 42,00 L7.00 85,00
2 L3.50 L8.50 88,00
22 45.30 50.30 91.00
23 k7.50 52.50 95.00
2 50,10 55.10 100.00
25 52.40 57.k0 10k4,00
26 Sh. Lo 59.40 105,00
27 56,30 61.30 114,00
28 58,00 63.00 123,00
29 59. 6l.L40 130,00
30 60,80 66,30 139.00
31 62,00 67.90 147.00
32 63.30 69.50 155,00
33 6410 71.10 163.00
34 65.50 72.50 170,00
35 66,60 73,90 177.00
36 67.80 75.50 185,00
37 68,90 71.10 193,00
38 70,00 78.50 200,00
39 71.00 79.90 207.00
Lo 72.00 61,10 213,00
Al 73.10 82.70 221,00
L2 74.10 83.90 227.00
i3 75.10 85.30 234,00
Lk 76.10 86.70 241,00
L5 77.10 88.50 250.00
) 77.10 68.50 250,00
77.20 68.50 250.00
17.30 88.50 250,00
77.40 88.50 250.00
77.50 58.50 250.00
76,00 89.10 253,00
79.00 90,50 260.00
§0.10 91.90 267.00
81,00 93.10 273.00
82,00 94,50 260,00
83.10 95.90 257.00
8ls,00 97.10 293.00
85.00 98,50 300,00

13 -



Table 2

CONVERSION TABLE IN 1952 AMENDMENTS

Average Monthly Wage

Primary Primary tor Computing
Insurance Benefit Insurance Amount Maximum Benetits
$10 $25,00 $L45.00
1 27.00 49.00
12 29.00 53,00
13 31,00 56,00
1 33.00 60,00
15 35,00 6).00
16 36.70 67.00
17 38.20 69,00
18 39.50 72,00
19 Lo.70 74,00
20 42,00 76.00
21 43,50 79.00
22 L5.30 82,00
23 L7.50 86.00
24 50.10 91,00
25 52.40 95.00
26 Sh.LO 99.00
27 50,30 109.00
28 58,00 120.00
29 59.40 129.00
30 60,80 139.00
31 62,00 147.00
32 03.30 155.00
33 6L Lo 163.00
34 65,50 170.00
35 66,60 177.00
36 67,80 185.00
37 65,90 193.00
38 70,00 200,00
39 71,00 207.00
Lo 72,00 213.00
1 73.10 221,00
42 74,10 227,00
L3 75.10 234,00
Ll 76,10 241,00
L5 77.10 250.00
L6 77.10 250,00

-14 -



F. Illustrative Benefits Under the Two Methods

When the calculated primary insurance amount is not a
mltiple of ten cents, it is raised to the next higher mltiple
of ten cents. Similarly, monthly benefits for categories of
beneficiaries other than retired wage earners are also 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,

As mentioned earlier, primary insurance amounts based on
creditable earnings since 1950 may be computed on the basis of
the 1952 formula with the addition of &5, or by use of the 195k
formula, the higher value being used in either case. If the
average monthly wage with drop-out is 130 or more, then the
195k formula is always used. If the average monthly wage with
drop-out is less than {130, the primary insurance amount is
computed by the use of both formulas and the higher amount used.
Table 3 gives the range of average monthly wage without drop-out
which, when used with the 1952 formmla and the addition of ¥
will produce a higher primary insurance amount than a given
average monthly wage with drop-out used with the 195l formula,
If the average monthly wage with and without drop-out are equal
and less than $130 (in the case of continuous level earnings),
the 1952 formula and the addition of #5 will always be used.
When the average monthly wage without drop-out is less than the
average monthly wage with drop-out and less than $130, Table 3
indicates which of the formulas wuld be more advantageous., In
the remainder of this section, the 1952 and 195 formilas will
be referred to as "new start" formulas, with the assumption that
the formula producing the higher benefit is always used.

Table } indicates for specimen average wages, the primary
insurance amounts produced by the new start formulas and the 1939
forrula with the 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 1) increment years.

It is apparent that both rethods of calculating primary

insurance amounts are of the "bent" type. That is, relatively
larger benefits are paid for the lower averzge monthly wages.
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Table 3

RANGE OF AVERAGE WAGES FOR WHICH 1952 FORMUIA AND ADDITION GF $5 GIVES HIGHER
PRIMARY INSURANCE AMOUNT THAN 195l FORMUIA

Range of Average Range of Average
Average Monthly Monthly Wage Average Monthly Monthly Wage
Wage with Drop- without Drop-out Wage with Drop- without Drop-out
out after 1950 after 1950 out after 1950 after 1950
$0-5,2/ 05,/
55 L7-55 90 81~ 90
56 4756 91 83~ 91
57 4957 92 g3- 92
58 49=-58 93 Y5= 93
59 5159 9L 85~ 94
60 51-60 95 87=.95
o1 5361 96 87- 96
62 53-62 97 89~ 97
63 55-63 98 89~ 98
oL 5564 99 91 99
65 5765 100 91-100
66 57-66 101 93-101
67 5967 102 $3-102
68 59-68 103 954103
69 6169 10k 95-104
70 61-70 105 97-105
71 63-71 106 97-106
72 63-72 107 99107
73 65-73 108 99-108
vil 65-7L 109 - 101-109
75 67-75 110 10L4-110
76 67-76 111 105-111
77 69-77 112 107-112
78 6978 113 108-113
79 7179 1L 109-11L4
80 11-80 15 111-115
sl 73-81 116 112-116
82 13-82 : 117 113-117
83 75-83 118 115-118
84 75-84 119 116-119
85 77-85 120 117-120
86 77-86 121 119-121
87 79=87 122 120-122
68 79-88 123 121-123
89 81-89 12l 123124
125 124-125
126 125-126
127 127
128 128
129 ;129

a/ In this range the primary insurance amount will be $30.
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Table La

COMPARISON OF PRIMARY INSURANCE AMOUNTS UNDER 1939 FORMULA WITH CONVERSION TABLE
AND UNDER NEW START FORMULAS FOR INDIVIDUALS STEADILY COVERED
SINCE 1936 DYING OR RETIRING AT BEGINNING OF 1955

Primary
Insurance Amount Ratio of
Assumed Level Computed Average 1939 Forrmla Conversion
Monthly Wage Monthly Wage with Conversion WNew Start Table to
1937-50 After 1950 For 1937 on Table Formulas New Formula
$25 $25 $25 32,80 $30,00 109%
25 50 32 39.20 32,50 121
25 100 L8 50.20 60,00 8l
25 200 78 59.10 78,50 76
25 300 109 65.50 98,50 66
$50 $25 $50 52,10 $30,00 1@)&%
50 50 50 52,10 32,50 pl
50 100 65 56,30 60,00 9L
50 200 96 63.10 78.50 80
50 300 126 68,70 98,50 70
$100 $e5 $100 63.80 $30,00 213%
100 50 100 63.80 32,50 196
100 100 100 63.80 60.00 106
100 200 130 69.50 78.50 88
100 300 161 74470 98.50 76
$150 $o5 150 72.70 $30.00 2h2%
150 50 150 72.70 32.50 22}
150 100 150 72.70 60,00 121
150 150 150 72,70 68.50 106
150 200 165 75.50 78.50 96
150 300 196 80.50 98.50 82
$250 $25 250 88.50 $30.00 295%
250 50 250 88.50 32,50 272
250 100 250 8850 60.00 18
250 200 250 88.50 78.50 113
250 250 250 88.50 88.50 100
250 300 265 88.50 98450 90
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Table Lb

COMPARISON OF PRIMARY INSURANCE AMOUNTS UNDER 1939 FORMULA WITH CONVERSION TABLE
AND UNDER NEW START FORMULAS FOR INDIVIDUALS STEADILY COVERED
SINCE 1936 DYING OR RETIRING AT BEGINNING OF 1980

Primary
Insurance Amount Ratio of
Assumed Level Computed Average 1939 Formula Conversion
Monthly Wage Monthly Wage with Conversion New Start Table to
1937-50 After 1950 for 1937 on Table Formulas New Formula
$25 $25 $25 $32.80 $30.00 109%
25 50 L L7.10 32,50 15
o5 100 82 60.30 60,00 100
25 200 158 74430 78.50 95
$50 $25 4L $40.90 $30.00 1368
50 50 50 52,10 32,50 160
50 100 88 61.60 60,00 103
50 200 16l 75,10 78,50 96
50 300 2Lo 87.50 98.50 89
$100 $25 $52 $52,60 $30.00 175%
100 50 68 57.10 32,50 176
100 100 100 63.80 60,00 106
100 200 176 7730 78.50 98
100 300 252 88.50 98,50 90
50 $25 Lize $57.80 $30.00 193%
150 50 86 61,20 32,50 188
150 100 118 67.30 .00 112
150 150 150 72.70 68,50 106
150 200 188 79.30 78.50 101
150 300 261, 88.50 98.50 90
$250 $o5 $107 - $65.10 $30.00 217%
250 50 123 68.30 32,50 210
250 100 155 73.70 60,00 123
250 200 218 83.90 78.50 107
250 250 250 88.50 88,50 100
250 300 288 88.50 98.50 90
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The comparisons in Table L indicate the extent to which the
1939 formula with conversion table will be applicable in future
years., Obviously, for any newly covered individuals the new start
formilas will almost always be applicable as discussed later. These
comparisons show that the 1939 formula is advantageous not only for
the relatively few workers whose average wage after 1950 was lower
than for 1937-50, but also, surprisingly, for some individuals in
the reverse situation whose aggregate covered earnings have been
very low, because of intermitient coverage, or for other reasons.

The illustrative figures shown in Table La 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 1955. As indicated above individuals with a small
arount of covered erployment in the past may have a very low
average wage for 1937-50., It should be noted that not all of
the various corbinations 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 a typical case, the
1937-50 average monthly wage might be $100, with the average
wage after 1950 being #200, Table Lb deals with death and
retirement at the beginning of 1980,

In all of these tables there are instances where the
1939 formula with conversion 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, where there is a substantial rise in the
average monthly wage, the new start formilas are more favorable
than the 1939 formula with conversion table,.

There will be some cases where, for newly covered individuals,
the 1939 formula with conversion table will produce a larger
primary insurance amount than the new start formuwlas., This results
from the fact that, for some of the smaller average monthly wages,
the primary insurance amount corresponding to a given wage, obtained
by entering the conversion table with the 1939 formmla, exceeds the
primary insurance amount obtained by application of the new start
formulas to a somewhat greater wage., For examnle, an individual
dying in January 1955 with total wages of $50 credited in each
month after 1950 and before January 1955 (and therefore an average
monthly waze after 1950 of $50) would have a primary insurance
amount of $32,50 according to the new start formmlas. If this
individual had attained age 22 in 1947 with no covered employment
before 1951), his average monthly wage over the period starting
with the year in which he attained age 22 would be $50 since he
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could use a L-year drop-out. With no increment years, this would
yield a primary insurance benefit of 20 and a primary insurance
amount using the conversion table of 7.

Table 5 compares the primary insurance amount at retire-
ment 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 all cases use the new start formulas, For
those with very low wages who are relatively young at the present
time, the 1939 formula with conversion table will be used since
it produces a somewhat higher benefit. For insitance, for a
person age 25 at the beginning of 1951 the formula with conversion
table produces a ¢1L,50 larger benefit for a level monthly wage
since 1950 of 350, but for average wages of 592 or more, the new
start formilas will be more favorable, It will be noted that
for this latter case there is no reduction in the average wage,
due to the application of the drop=-out.

Table 6 indicates, for individuals with 2, 10, and 1l
increment years, the lowest average wage after 1950, which using
the 195l formula will produce a larger primary insurance amount
than will the specimen average wage used with the 1939 formula
and the conversion table., For example, an individual with 1)
increment years and an averaze wage since 1936 of 4100 would
have a larger primary insurance amount using the conversion table
than he would using the 195l formula unless his average wage since
1950 was $127 or more,

Table 7 indicates the total monthly benefits based on the
195l formula which will be payable to family groups of various
sizes when expressed as percentages of the primary insurance
amount, F¥or the larger family groups, the total benefits are
limited in some cases by the maximmum provisions--discussed in
the next section, The composition of these groups has been seb
forth previously in Chart II.

Chart IIT is a nomograph, or computing chart, for determin=-
ing the vrimary insurance amount.
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Table 5

COMFARISON OF PRIMARY INSURANCE AMOUNTS UNDER TWO COMFUTATION METHODS FOR
PERSONS HAVING NO WAGE CREDITS BEFORE 1951

Primary Insurance Amount

Assumed Monthly 1939 Formula
Wage Since 1939 Formula, "New Start! with Conversion Ratio
1950 Average Wage Formulas Table

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

550 506 $32.50 $30.80 1063
100 52 60.00 47430 127
150 78 68.50 52,1 131
200 105 78.50 58450 134
250 131 88.50 63420 1Lo
300 157 98.50 67.50 6
For Person Attaining Age 65 and Retiring on January 1, 1971
%50 $3k $32.50 $37.20 87%
100 68 60,00 L9.90 120
150 103 68,50 58,00 118.
200 137 78450 6L.10 122
250 172 88.50 69.90 127
300 206 98,50 74490 132
For Person Attaining Age 65 and Retiring on January 1, 1981
450 $39 432,50 .00 79%
100 78 60.00 52.10 115
150 118 68.50 61.00 112
200 157 78.50 67.50 116
250 197 88.50 73.70 120
300 236 98,50 79.50 12}
For Person Attaining Age 05 end Retiring on January 1, 1991
550 550 432,50 al7.00 699
100 100 60,00 57.40 105
150 150 68.50 66,30 103
200 200 78,50 73.90 106
250 250 88.50 81.10 109
300 3002/ 98.50 28,50 111

_a/ $250 used.



Table 6

LOWEST AVERAGE MONTHLY WAGE FOR USE WITH 1954 FORMULA WHICH
PROVIDES LARGER PRIMAPY INSURAINCE AMOUNT THAN WAGE SHOWN
FOR USE WITH 1939 FORMULA AND CONVERSION TABLE

Wagze Used Lowest Wage Used with 1954 Formula which Yields
with Larger PIA than under 1939 Formula with
Conversion Conversion Table with Increments for
Table 2 Years 10 Years 14 Years
$25 $56 $59 $60
50 87 g2 95
75 96 104 107
100 107 119 127
125 124 142 151
150 145 164 172
175 165 184 194
200 184 205 214
225 204 224 234
250 220 242 251



MONTHLY BENEFITS PAYABLE UNDER 1954 FORMULA FOR VARIOUS

Table 7

BENEFICIARY CATEGORIES

ﬁg;ﬁ;ﬁ; Beneficiary Categoryé/
Wage 756 100% 1258 _150% 1758 2008 2258 25080/
Total Benefits
25 $30,00 $30,00 $37.50 $45.00 $50,00 $50,00 $50.00 $50.,00
50 30,00 30.00 37.50 45,00 50.00 50,00 50,00 50,00
75 31.00 11,30 51.70 62,00 62,00 62400 62,00 62.00
100 41,30 55,00 68,80 82650 82,50 82450 82.50 82,50
125 ‘:‘7C 70 630 50 79‘ ll»o 95!30 100.00 100. OO 1000 OO 100.00
150 51440 68450 85,70 102,80 119,90 120,00 120,00 120,00
175 55420 7350 91,90 110,30 128,70 140,00 140,00 140,00
200 58490 78450 98,20 117,80 137.40 157.00 160,00 160.00
225 62,70 83450 104440 125,30 146,20 167,00 180,00 180,00
250 66440 88,50 110,70 132.80 154.90 177.00 199.20 200,00
275 70620 93,50 116490 140,30 163,70 187,00 200.00 200.C0
300 73.90 98450 123620 147,80 172,40 197.00 200,00 200,00
325 7770 103450 129.40 155.30 181,20 200,00 200,00 200,00
350 8l.40 108,50 135,70 162.80 189,90 200,00 200,00 200,00
Total Benefits as Percentage of Average Monthly Wage
$25 1208  120% 150% 180% 200% 200% 200% 200%
50 60 60 75 90 100 100 100 100
75 41 55 69 83 83 83 83 83
100 41 55 69 82 82 82 82 32
125 38 51 6l 76 80 80 80 80
150 34 46 57 69 80 80 80 80
175 32 L2 53 63 74 80 80 80
200 29 39 49 59 €9 78 80 80
225 28 37 L6 56 65 4 80 80
250 27 35 L, 53 62 71 80 80
275 26 34 L3 51 60 68 73 73
300 25 33 41 L9 57 66 67 67
325 2l 32 L0 L8 56 62 62 62
350 23 31 39 47 54 57 57 57
g/ See Chart II. for beneficiaries included in each group.

Q/ Including all categories in excess of 250%,

Note: Total benefits may vary slightly with composition of beneficiary groups
due to rounding of benefits,
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Chart III.

OLD-AGE AND SURVIVORS INSURANCE BENEFIT CHART
1954 AMENDMENTS

DOLLARS
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Ge Maximum Benefits under the New Start Formula
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
individualls wage records The maximum total monthly benefit which
may be so paid is as follows:

Average Monthly Wage Haximm Benefit
$60 and under $50
$61 - 115 150% of primary insurance amount
$116 - $250 80% of average wage
$250 and over $200

The upper limit of $200 represents an increase of 19% over the
1952 Act's maximum of $168.75, Likewise, the $45 maximum for the
lower benefits was increased by 11% to $50.

Since the enactment of the 1950 Amendments, the maximum
benefit limits have been and are now applicable only to those
benefits actually being paid for a particular monthe Thus if a
mother and four children were receiving the maximum benefit of,
let us say, $200 per month based on a primary insurance amount of
$100 and if the mother were to enter into an employment status,
causing suspension of the mother's benefit, then the four children
would continue to receive a maximum benefit of $200.

The limits referred to above apply in the case of all bene-
fits whether calculated by the new formula or by the conversion
tables In the conversion table, 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, This average monthly wage was determined in the develop-
ment of the 1952 conversion tables The procedure was as follows:
within the range where the maximm total benefits depend on the
average monthly wage, the average monthly wage was such that appli-
cation of the 1952 formula thereto will produee the particular
primary insurance amount, and this wage was then rounded to the
nearest dollar, This same procedure was followed for PIA!s
(interpolated linearly) between "even dollar" PIB!s so that where
the 80% maximm was effective, the same maximum applied for several
different PIA's (e.ge the maximm for 1952 PIA's of $53.70 to
$54.00 inclusive was $78.40, which is 80% of the rounded average
monthly wage used for determining maximum benefits of $98). In
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developing the 1954 conversion table these average monthly wages
were retained, and the 1954 formula was applied to them in de-
veloping the PIA's for the new conversion table. In summary it

may be said that the average monthly wage associated with the 1954
PIA in the 1954 conversion table is that average monthly wage which,
upon application of the 1954 formula, would produce the given PIA,
except that in some cases the average monthly wage has been rounded
to the nearest dollar as may be noted in the lower end of the table.

Maximum family benefits under the 1954 formula, expressed as
a percent of average monthly wage, start off at a maximum of 200%
for an average wage of $25 and decrease thereafter to 80% for aver-
age wages of $116 to $250 and then to a low of 57% for an average
wage of $350. Values of these percentages (as well as for maximum
benefits expressed as percentages of primary insurance amounts)
are shown for specimen values of average wage in Table 8.

The ratios of maximum family benefits based on the new start
formula to primary insurance amounts start off at 167% for an aver-
age wage of $54 or less and drop to a level of 150% which continues
for average wages of $61 through $115. As the average wage exceeds
$115, the percentages make a sharp and steady rise to 226%, corres-
ponding to an average wage of $250, after which point there is a
steady drop to 184% at the maximum creditable average monthly wage
of $350. In terms of number of beneficiaries, the 226% figure in-
dicates 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 26§, For average monthly wages
of $193 through $307, maximum family benefits exceed twice the primary
insurance amount,

Table 9 compares the new primary insurance amounts under the
comversion table with the corresponding benefits under the 1952,
1950, and 1939 Amendments. It also indicates the relationship be-
tween the new maximums on family benefits and the maximums in force
under the 1952, 1950, and 1939 Amendments.

The change in the benefits for a retired worker under the
1954 Amendments from the 1952 Amendments was an increase of at
least $5.00. This resulted in an increase of 20% for primary
insurance benefits (under the law prior to the 1950 Amendments)
of $10, decreasing to 8% to 9% for primary insurance benefits be-
tween $25 and $30, then increasing to 15% for a primary insurance
benefit of $45.

For primary insurance benefits of $10, the increase over the

1939 Amendments is 2008, Thereafter, the relative increase steadily
decreases to a minimum of 97% for a primary insurance benefit of

- 26 -



Table &
COMPARISON OF MAXIMUM FAMILY BENEFITS WITH PRIMARY INSURANCE AMOUNTS
AND AVERAGE MONTHLY WAGES ACCORDING TO 1954 FORMULA

Average Primary Maxinum Maximim Benefits as Percent of
Monthly Insurance Family Primary Insurance Average Monthly

Wage Amount, Benefits Amount Wage

$25 $30.00 $50,00 167% 200%.
50 30.00 50,00 167 100
75 41.30 61.95 150 83
100 5500 82,50 150 82
125 63450 100,00 157 80
150 68,50 120,00 175 80
175 73450 140,00 190 80
200 78,50 160,00 204 80
225 83.50 130,00 216 80
250 88,50 200,00 226 80
275 93450 200,00 21, 73
300 98, 50 200,00 203 67
325 103,50 200,00 193 62
350 108,50 200,00 184 57



Table 9a
COMPARISON OF PRIMARY BENEFITS UNDER CONVERSION TABLE
Percent Increase in Primary

Primary Primary Insurance Amount Benefits Under 1954 Amendment.s
Insurance Under Amendments of — . _Over Amendments of __ __
Benefit 1950 1952 1951 1939 1950 1952
$10 $20,00 $25.00 $30.00 200% 50% 206
15 30.00 35.00 40,00 167 33 1,
20 37.00 42,00 47.00 135 27 n
25 L6450 52.40 5740 130 23 10
30 5400 60.80 66430 121 23 9
35 5920 66.60 7390 m 25 11
40 64,00 72,00 81,10 103 27 13
45 68,50 7710 88.50 14 29 15
Table 9b

COMPARISON OF MAXIMUM FAMILY BENEFITS UNDER CONVERSION TABLE
Percent Increase in Maximm

Primary Maximm Benefit Under Family Benefit Under 1954

Insurance Amendments of Amendments Over Amendments of

Benefit 19398/ 1950 1952 1954 1939 1950 __1952
$10 $20.00 $40,00 $45.00 $50.00  150% 25% 1%
15 29.41 48,00 51,20 60,00 104 25 17

20 39.22 59.20 60,80 70050 80 19 16

25 50000 The 4O 76,00 864,10 72 16 13

30 60,00 101,28 111,20 111,20 9l 15 I

35 70,00 129,04 141.60 141,60 13 15 5

40 80,00 150,00 168,75 170.40 122 19 5

45 85,00 150,00 168,75 200,00 135 33 19

a/ Assuming, where necessary, that the primary insurance benefit is based

on only 2 increment years.



$4,5.60, which is the largest possible primary insurance benefit (based
on an average monthly wage of $250 and 14 increment years)s The over—
all increase in existing benefits produced by the conversion table
vwhen the 1954 Amendments became effective was a rise of approximately
13% in the average benefit for retired workers (the corresponding
figure for the 1952 Amendments as compared with the previous law was

°

For a $10 primary insurance benefit the maximum family benefit
arising under the 1954 conversion table is 150% higher than the maximum
under the 1939 Acts As the primary insurance benefit becomes larger,
the percentage increase drops off reaching a trough at 71% for a
primary insurance benefit of $23. Following this, there is a gradual
rise until for a primary insurance benefit of $45, the increase in the
maximum benefit is 13

There are cases, as may be noted in Table 9, in which the
maximum benefits under the 1954 conversion table will be the same as
under the 1952 table, even though there is an increase in the primary
insurance amount, resulting in no increase in total benefits for those
affected by application of the maximum, To provide an increase for
all those on the benefit rolls at the time the 1954 Amendments were
enacted, a "savings clause" is applicables Thus the law provides that,
in the case of a primary beneficiary and one or more dependents upon
whom the maximum will apply, the primary beneficiary will receive the
conversion table increase in his primary insuranca amount and the benew
fits of the dependents will not be reduced. In the case of two or more
people receiving survivors benefits on the same earnings record and
whose benefits would be reduced for the maximum (80% of average monthly
wage or 1% times the PIA), the average monthly wage will be the larger
of these two sums: the actual average monthly wage as determined under
the 1954 Amendments or the average monthly wage as determined under
the law in effect before the 1954 Amendments plus $7, This will permit
total survivor benefits in reduction cases to be raised about $5.
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H, Rounding of Benefits

In order to facilitate administration, the Social Securitiy Act
provides for a considerable amount of rounding in the benefit compu-
tations, 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 to the 1954 formla, although it is applicable to individuals
whose primary insurance amounts are determined by use of the other
formulas.

As a specific example, we may consider an individual who has an
average monthly wage falling between $109,00 and $109.%7 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 $109. Ac-
cording to the benefit formula, the primary insurance amount is com-
puted to be $59.95, which in turn, is rounded to the next higher
multiple of ten cents, or $60,00. In the case of average wages of at
least $110, the formula produces a PIA which is always an exact
multiple of 10 cents,

It may be noted that for the 1954 benefit provisions, because
of the rounding of the average wage, there will not be a primary
insurance amount corresponding to each multiple of ten cents; in
other words, there will be some ™impossible®™ values. For instance,
there can never be primary insurance amounts of $00,60 or $00.80 as
indicated in the following table:

Average Monthly Wage Primary Insurance Amount
$110 $60.50
111 60, 70
12 60,90

In fact, every other multiple of 10 cents thereafter is an impossible
value, since an increase of $1 in the average wage produces an
increase of 20 cents in the PIA.

Considering an individual with a $111 average monthly wage, a
$60,70 primary insurance amount, and a $91,05 family benefit maximum,
let us see how survivor benefits are calculated if he leaves a widw
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 proportion,
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 (the exact fraction is used). Amounts are
rounded to the nearest cent (if exactly % cent, it is rounded up).

- 30 -



If the resulting total family benefits are less than the maxi-
mun, as is the case only for the first group shown in Table 10, then
each ot the individual benefits is rounded up to the next dime., How-
ever, where the total is greater than the maximum, each benefit is
reduced proportionately in the ratio or the maximum benefit to the
preliminary total family benetits (the exact fraction is used)., If
there is a benefit payable to a retired worker, his amount is not
reduced, but rather all others are reduced sufficiently to bring the
total down to the maximum total benefit. The second group of three
columns show these proportionately reduced figures. It may be noted
that in all instances the total differs slightly from the maximum of
$91,05 because of the neceasity of rounding each benefit to the
nearest cent.

Finally, as shown in the last three columns, each of the re-
sulting reduced benefits obtained previously which is 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 calculated maximum. Thus, in this partic-
ular case, such excess rangses from 15 cents to as much as 05 cents
for a very large family,

This results in a minor peculiarity, namely, that in certain
instances, asmaller familiea will get slightly larger benetits than
some larger families, For instance, in one case considered in Table
10 the benefit for a 9-child family is 30 cents larger than for a
10«child family,

Also there might be a slight question concerning that section
of the law3/ which provides that if the maximum is applicable, and
the work clause is operating against one or more of the family
group, the payments (either reduced or unchanged, as required) small
be contimied to those who work rather than be suspended with a corres-
ponding increase to the other beneficiaries, This, of course, is de-
Sirable for administrative sinplicity. It would therefors seem both
against the purpose of the law and against reasonabls administrative
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 ditferent size. In other words, specifically for the case indicated
in a T-child family the total family beneiits of $91,50 would be pay-
able so long as the widow and at least 2 children were not affected by
the work clause,

3/ Sec. 203(h) provides that deductions because of the work clause
shall be made from the benefits to which an individual is en-
titled only to the extent that they reduce the total amount which
would otherwise be paid, on the basis of the same wages and self-
employment income, to him and the other individuals living in the
same household,
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Table 10

TLLUSTRATIONS OF CALCULATION OF SURVIVOR BENEFITS FOR AVERAGE MONTHLY WAGE OF $111
BY 1954 FORMUILA

Prior to Maximum After Maximum but_ After Maxdmum
or Rounding Prior to Rounding-“-‘/ and Rounding
. Bach Total Each Total
Beneficlary Group Widow  Child Family  Widow  Child  Family  Widow gig.?d g:;il

Widow and 1 child $45.53  $h5.53 $91.06 ¥ * * $45.60 $L45.60 $91420
Widow and 2 children 45,53  37.94L 121,41  $34.14  $28.45 $91.04 34,20 28,50 91.20
Widow and 3 children 45053 35.41  151.76 27.32 21,24 91.04 2740 21,30 91,30
Widow and 4 children 45.53 .14 182,09 22,77 17.07 $1.05 22,80 17,10 91.20
Widow and 5 children L5453 33.39 212.48 19.51  14.31 91.06 19,60  lhe4O 91,60
Widow and 6 children l&sg 53 32.88 2[}2081 17-07 1233 91005 17a10 12040 91; 50
Widow and 7 children 45453 32.52 273.17 15,18  10.84 91,06 15,20  10.90 91,50
Widow and 8 children 45.83 32.25 303.53 13.66 9.67 91,02 13.70 9«70 91,30
Widow and 9 children L5453 32,04  333.89 12.42 8.74 91,08 12,50 8.80 91,70
Widow and 10 children 45453 31.87  364e23 11,38 7.97 91,08 11.40 8,00 91.40

% Maximum not applicable.

a/ Differences between total family benefit

benefit to nearest whole cent,

indicated and maximum of $91.,05 are due to taking each individual




One further point of interest which may be noted in this con-
nection is that for different groups of beneficiaries that each add
up to the same total percentage of primary insurance amount, the total
monthly benetits may differ by small amounts due to the effects of
rounding individual benefits, 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 & surviving widow and
child will be entitled to the same percentage. For an average
monthly wage of $1L5 used with the 1954 formula, the retired worker
and wife will receive a total monthly benetit of $101,30, while the
widow and child, entitled to the same total percentage of primary
insurance amount, will receive $101,40, the difference in the total
amount resulting from rounding of the individual beneiits,

Further, it may be of interest to consider the actual exact
maximum family benerit when the $50 maximum is applicable (for aver-
age wages of $00 and less) and when the $200 maximum is applicable
(tor average wages of $250 or more). In each of these two groups,
there is the same maximum family benefit--regardless of the average
wage or the primary insurance amount, The following table indicates
the particular maximums for a widow and various numbers of children:

Family Benefit Family Benefit
Beneficiary Group Where $50 Maximum Where $200 Maximum

is Applicable is Applicable
Widow and 2 Children $50.20 $200,00
Widow and 3 Children 50,10 200.10
Widow and UL Children 50,10 200,00
Widow and 5 children 50.30 200,40
Widow and 6 Children 50.20 200,10
Widow and 7 Children 50,40 200,70
Widow and 8 Children 50.70 200,40
Widow and 9 Children 50,10 200,10
Widow and 10 Children 50.30 200,00

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



I. level Premium Costs of Individual Benefits

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

(1) Ievel monthly earnings from age at entry to retire-
ment age,

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

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

(L) Mo mortality for the children.

(5) Remarriage rates, based on 150% oi the American
Remarriage Table, for termination of mother's and
widow!s benetits,

(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, 11lb, 1llc, and 11d show the cost for retirement age
65, Tables 1le, 11f, 1llg, and 11h show the cost for retirement age
68, Tables 1la and lle are for level earnings of $100, Tables 1llb
and 11f are for level earnings of $200. Tables llc and llg are for
levglsearnings of $300, and tables 11d and 1lh are for level earnings
of $350.

Valuation bases A, B, and C compare costs for the given cases
for the 1Y50, 1952, and 195k amendments. As would be expected, the
level-premium cost in each case increases from the 1950, to the 1952
and 195l amendments; also within each case and each base, the cost
increases as the level monthly earnings decreases, reflecting the
nature of the beneiit formula. Thus, these examples show that an
increase in the earnings level will bring about a relative decrease
in the cost oi the system,

Valuation bases D and E show the effect on costs of an assumed

improvement in mortality and also oi a difference in interest base,
A camparison of basis D with basis C shows the relative increase in

-3 -



Table lla

LEVEL PREMIUM COSTS OF BENEFITS AS PERCGENT OF ASSUMED
LEVEL MONTHLY EARNINGS OF $100 AND RETIREMENT AGE 65

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

Age 20 at Entry

A 3.84%  5.05% 6.19% 7.00% T.L7% 1.82%
B L.22 5.56 7.1k 7.15 8.17 8,70
c L,60 6.07 7.78 S.hl 8.83 9.38
D 5.6L 6.75 9.15 Y.73 10.16 10,66
E 7.31 B.79 12,06 12,61 12,98 13.k8
F 1.77 1k.T1 19,04 19,86 20.53 21..h
Age 30 at Entry in 1955
A 6.05 7.89 10.21 10.67 11.29 12,28
B 6,66 8.68 11,29 11,79 12,41 13,26
c 7.27 9. 47 12,32 12,83 13.45 14,33
F 15,61  19.32 25,30 25,88 26,67 27.89
Age LO at Entry in 1955
A 10,52 13.45 17.31 17.34 17.62 18.89
B 11,56 1L.79 19,60 19.04 20.10 21,18
c 12,61 10,13 21,38 21,Lk2 21,91 22,97
F 22,684 27.88 37.06 37.08 37.55 38,60
Age 50 at Entry in 1955
A 22,11 27.k2 35.95 35,95 35.95 360,08
B 2h.32 30,16 Lo.82 Lo.82 Lo.s2 Lo.96
c 26,53 32,90 Lh.53 hi; 53 LL.53 Li.07
F Lo.80  L48.03 65.68 65,68 65,68 65.77
Age 60 at Entry in 1955 |
B 95.05 112.38 153.40 153,40 153.40 153.40
c 103,69 122,60 167.3L 167.34 167.34 167,34
F 136,65 157,00 214,15 214,15 214,15 214.15

Description of Valuation Bases:

1950 Amendments, 1945 U.S. White Mortality, 3% interest,
1952 Amendments, 1yL6 U.S. White Mortality, 3% interest.
195k Amendments, 1948 U.S. White Mortality, 3% interest.
1954 Amendments, 1948 Generation Mortality, 3% interest.
1954 Amendments, 19U8 Generation Mortality, 24% interest.
1954 Amendments, 1939-41 U.S. White Mortality, "% interest.

HEHOOo Wk

Note: Cost ol survivor benefits based on death of wage earner before re-
— tirement is included where applicable., See text for demographic
assamptions,
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Table 1lb

LEVEL PRRMIUM COSTS OF BENEFITS AS PERCENT OF ASSUMED
LEVEL MONTHLY EARNINGS OF $200 AND RETIREMENT AGE 65

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

A 2.19%  3.29% L.21% 4.58% L.91% 5.09%

B 2,69 3.54 L.55 L.95 5.29 5.73

c 3.01 3.97 5.09 5.54 5.92 6,39

D 3.69 L.42 5.98 6,39 6.70 7.19

E L.78 5.75 7.89 8,28 8.62 9.0k

F 7.70 9,62 12,146 13.07 13.65 1h.h2
Age 30 at Entry in 1955

A 3.94 5.13 6.64L 6.93 7.40 T.96

B ho 2)4 5.52 7.19 7052 6002 6.72

C L6 0.20 8.07 8.kl 9.00 Y.7h

F 9.82 12,64 16,16 16.58 17.29 18.31
Age 4O at Entry in 1955

A 6,83 8.73 11.25 11,27 1142 12,30

B 7.36 9.1 12.47 12,50 12,80 13,61

c 8.25 10,55 13.99 14,02 14,36 15,27

F .94 18.24 2h. 2l 2L, 26 21,60 25,63
Age 50 at Entry in 1955

A 14.38 17.82 23.36 23,38 23,38 23,45

B 15,48 19.19 25.98 25,98 25,98 26,07

c 17.36 21,52 29,13 29,13 29.13 29,23

F 20,69 31.81 L2,96 42,96 42,96 43,02
Age 60 at Entry in 1955

B 60.49 71.51 97.62 917,62 Y7.62 97.02

C 67.83 50,20 109,47 109.47 109,47 109,47

F 89.42 102,70 140,09 140,09 140,09 140,09

Description of Valuation Bases:

HEO oW

Note:

1950 Amendments,
1952 Amendments,
1954 Amendments,
195h Amendments,
1954 Amendments,
195l Amendments,

1948 U.S. White Mortality, 3% interest.
1948 U.S. White Mortality, 3% interest,
1948 U.S. White Mortality, 3% interest.
1948 Generation Mortality, 3% interest.
1948 Generation Mortality, 23% interest.
1¥39-h1 U.S. White Mortality, 0% interest.

Cost of survivor benefits based on death of wage earner before

retirement is included where applicable,

assumptions,

- 36 -
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Table llc

LEVEL PREMIUM COSTS OF BENEFITS AS PERCENT OF ASSUMED
LEVEL MONTHLY EARNINGS OF $300 and RETIREMINT AGE 65

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

A 2,04%  2.69% 3e45% 3.76% 3.99% he16%

B 2,17 2.86 3467 3499 L L 60

c 2.51 3.31 Le25 463 4.95 5433

D 3.07 3968 h.99 5033 5064 6000

E 399 L 60 6459 6492 7420 7e55

F 6.41 8.02 10.39 10,90 11,38 12,03
Age 30 at Entry in 1955

A 3023 Le21 5¢45 5.70 6405 6455

B 3e43 Lo k7 5,82 6009 6eli9 7002

c 3.96 5017 6472 703 7250 8,12

F 850  10a54 13.80 1415 a7y 15,60
Age 4O at Entry in 1955

A 5461 7.18 9423 9425 9«39 10,08

B 5495 7462 10,09 10.11 10436 11.01

C 6087 8.80 11,67 11,69 11.98 12,74

F 12.45 15,20 20423 20424 20453 21.39
Age 50 at Entry in 1955

A 11,79 14,63 19,18 19.18 19.18 19.24

B 12,53 15054 21,03 21,03 21,03 21,10

C L4 46 17.96 2431 2431 24431 2L 4O

F 22,2l 26453 35.85 35.85 35,85 35,90
Age 60 at Entry in 1955

B 48,96 5789 79,01 79.01 79,01 79,01

C 56458 66494 9l.41 9l.41 91l.41 91.41

F The 56 85467 116,94 116,94 116,94 116,94

Description of Valuation Bases:

HEUQW =

1950 Amendments,
1952 Awendments,
1954 Amendments,
1954 Amendments,
1954 Amendments,
1954 Amendments,

Cost of survivor

tirement is included where applicable.

assumptionsa

- 37 -

1948 U.S. White Mortality, 3% interest.
1548 U.S. White Mortality, 3% interest.
1948 U.S. White Mortality, 3% interest.
1948 Generation Mortality, 3% interest.
1948 Generation Mortality, 2#% interest.
1939-41 U,S, White Mortality, O% interest.

benefits based on death of wage earner before re-—

See text for demographic



Table 1ld

LEVEL PREMIUM COSTS OF BENEFITS AS PERCENT OF ASSUMED
LEVEL MONTHLY EARNINGS OF $350 AND RETIREMENT AGE 65

Valuation. Single Single Married Male
Basis Male Female No Children 1 Child 2 Children 3 Children

Age 20 at Entry

A 2.0l  2.69% 3.L5% 3.76% 3.99% L.16%
B 2.17 2,86 3,67 3.99 Lh.27 L.60
c 2,36 3.12 k.00 4,36 L.6k Le99
D 2.90 3.47 L7 5.03 5.30 5.6L
F L.8hL 0.09 8,60 9.08 9.51 9,65
- Age 30 at Entry in 1955
A 3.23 k.21 5.45 5.70 6,05 6.55
B 3.43 Lol7 5.82 6.09 6.49 7.02
c 3.73 L.67 6.34 0,63 7.07 7.02
F 5,01 Y.93 13,02 13.35 13,88 1,65
Age 4O at Entry in 1955
A 5.61 7.18 9.23 9.25 9.39 10.08
B 5.95 7.62 10,09 10.11 10,36 11,01
c 6,47 .30 11.00 11,02 11,30 11,98
F 11,73 14h.33 19,06 19,09 19,37 20,15
Age 50 at Entry in 1955
A 11.79  1L.63 15,18 19.18 19.18 19,2}
B 12,53 15.5L 21.03 21.03 21,03 21.10
c 13,63 10,93 22,93 22,93 22.93 23,01
F 20,95 25.01 33.80 33.80 33.60 33.85
Age 60 at Entry in 1555
B 5,96  57.89 79.01 79.01 79.01 79,01
c 53.34  63.12 86.23 86,23 86.23 86.23
F 70,29  80.77 110,31 110,31 110,31 110,31

Description of Valuation Bases:

A 1950 Amendments, 1948 U.S. White Mortality, 3% interest,
B 1952 Amendments, 1948 U.S. White Mortality, 3% interest.
C 195k Amendments, 194b U.S. White Mortality, 3% interest.
D 1954 Amendments, 1948 Generation Mrtality, 3% interest,
E
F

1954 Amendments, 1548 Generation Mortality, 2i% interest,
1954 Amendments, 1939-L1 U.S. White Mortality, O% interest.

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

tirement is included where applicable, See text for demographins
assumptions,



Table lle

LEVEL PREMIUM COSTS OF BENEFITS AS PERCENT OF ASSUMED
LEVEL MONTHLY EARNINGS OF $100 AND RETIREMENT AGE 68

Valuation Single Single Married Male :
Basis Male Female No Children 1 Child 2 Children 3 Children

Age 20 at Entry

A 2.70%  3.75% 5.36% 5.91% 6.33% 0.,07%4
B 3.04 L.13 5.90 6.50 6,91 T.43
c 3.32 L.51 6.4l 1.05 7.47 8.01
D L.18 5.11 7.69 b.25 5.68 9.17
E 5.h8 6.72 10,10 10,63 11,00 11.49
F 8.71 11,10 15,67 10,48 17.09 17.97
Age 30 at Entry in 1955
A L.31 5.79 8.32 8,18 9.39 10.34
B L.7h 6.37 9.23 9.72 10.31 1.14
c 5.17 0,95 10.07 10,56 11.17 12,02
F 11,39 14.37 20,54 21,09 21,64 22,99
Age LO at Entry in 1955
A 7.29 9.61 13,73 13.76 14,00 15,23
B 8.03 10,57 15,64 15,68 16,11 17.14
o 8.76  11.53 17.06 17.10 17.56 18.57
F 16,23 20,16 29.31 29.33 29.70 30,91
Age 50 at Entiy in 1955
A 1448 18.43 26,64 26,84 26,84 26,95
B 15.93 20,27 30,68 30,08 30,68 30,80
c 17.38 22,11 33.47 33.47 33.47 33.60
F 27.26 33,00 48,80 Ls.80 L8.80 L8 .87
Age 60 at Entry in 1955
B L7.40  57.26 87,22 87.22 87.22 87.22
c 51.72 02,146 95.15 $5.15 95,185 95.15
F 69,22 80453 120,11 120.11 120,11 120,11

Description of Valuation Bases:

1950 Amendments, 1948 U,S. White Mortality, 3% interest.
1952 Amendments, 1yL8 U.S. White Mortality, 3% interest.
155k Amendments, 1948 U.S. White Mortality, 3% interest.
1954 Amendments, 198 Generation Mortality, 3% interest.
1954 Amendments, 1948 Generation Mortality, 21% interest.
195L Amendments, 1939-4l U.S. White Mortality, O% interest,

HEUQW>

Note: Cost of survivor benetits based on death of wage earner before re-
tirement is included where applicable. See text for demographie
assumptions,
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LEVEL PREMIUM COSTS OF BENEFITS AS PERCENT OF ASSUMED

Table 11f

LEVEL MONTHLY EARNINGS OF $200 AND RETIREMENT AGE 68

Valuation Single

Single Married Male

Basis Male Female No Children 1 Child ‘2 Children 3 Children
Age 20 at Entry
A 1.79%8  2.45% 3.47% 3.83% L.162 L.3Lg
B 1.93 2.63 3.75 h.ly . L.va
c 2,17 2,95 L.21 L.65 5.02 5.h8
D 2,74 3.35 5.03 5.43 5.78 6,22
E 3.59 L. L0 6,61 0,99 7.32 7.73
F 5.70 7.26 10.25 10,83 11.39 12,12
Age 30 at Entry in 1955
A 2,81 3.75 5.L3 5.72 6.17 6,71
B 3,02 4.05 5.8 0,20 6.68 1.36
c 3.39 4.55 6.59 0.95 T.49 8.21
F T.u45 9.40 13.44 13.8L 1L4.50 15.47
Age 4O at Entry in 1955
A L.7h 6.26 8492 8.94 9.11 9.93
B 5.11 0.73 9.95 9.97 10.27 11,03
c 5.73 T.54 11.16 11.19 11,51 12,37
F 10.62 13.19 19.18 19,20 19,51 20,16
Age 50 at Entry in 1955
A 9.k1 11,98 17.45 17.L45 17.L5 17.52
B 10,1k 12,90 19.53 19,53 19.53 19.61
c 11.37 L7 21,90 21,90 21,90 21,99
F 17.83 21,59 31.92 31,92 31.92 31,97
Age 60 at Entry in 1955
B 30.16  36.4l 55.50 55.50 55450 55.50
C 33.83  L0.u6 62,25 02,25 62,25 62,25
F L5.28 52,68 T8.57 18,57 18,57 76,57

Description of Valuation Bases:

HEODO >

1950 Amendments,
1952 Amendnents,
195l Amendments,
195} Amendments,
1954 Amendments,
1Y54 Amendments,

1948 U.S. White Mortality, 3% interest.
1948 U.S. White Mortality, 3% interest.
1948 U.S. White Mortality, 3% interest.
1948 Generation Mortality, 3% interest.
1945 Generation Mortality, 2i% interest.
1939-41 U.S. White Mortality, O% interest.

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

tirement is included where applicable,

assumptions.

-0 =

See text for demographic



Table 1llg

LEVEL PREMIUM COSTS CF BENEFITS AS PERCENT OF ASSUMED
LEVEL MONTHLY EARNINGS OF $300 AND RETIREMENT AGE 68

Valuation Single Single Married Mal. i
Basis Male Female No Children 1 Child 2 Children 3 Children

Age 20 at Entry

A 1.h8g  2.,00% 2,85% 3.15% 3.39% 3.56%
B 1.57 2.13 3.04 3.36 3.63 3.95
c 1.80 2.6 3.51 3,86 L.19 L.57
D 2,28 2.79 4,20 L.53 L.83 5.19
E 2,99 3.67 5.52 5.8L 6.12 6.lp
F L.7hL 6,05 8455 9.0k 9.50 10,12
Age 30 at Entry in 1955
A 2,29 3,09 Lok L.68 5.03 5.50
B 2.uh 3.28 L.75 5.01 5.0 5.91
c 2,81 3.79 5.k9 S.79 6.2L 6.84
F 6.20 7.83 11,21 11,5k 12,10 12,91
Age 4O at Entry in 1955
A 3.90 S.11 7.33 7.33 7.48 .13
B L.1L S.uh 8,06 8,08 8.32 8.93
c L.77 0,29 9.31 9.33 9,61 10,32
F 8.84 10,99 16,00 16,01 16,28 17.07
Age 50 at Entry in 1955
A 7.73 9,82 14.32 14,32 1L,32 1L.39
B 8.21  10.Lk 15,81 15.61 15,81 15,88
c 9.6 12,06 18.27 18.27 16,27 18,35
F b8k 17.99 20,62 26,62 26,62 26,67
Age 60 at Entry in 1955
B 2hh2  29.h9 hk93 Lh.93 L4 .93 44,93
c 28.19  3k.08 51.96 51.96 51,96 51.96
F 37.72  L43.92 65,56 65,56 65,56 65,56

Description of Valuation Bases:

1950 Amendments, 1948 U,.S, White Mortality, 3% interest.
1952 Amendments, 1948 U.S, White Mortality, 3% interest.
1954 Amendments, 1948 U.S. White Mortality, 3% interest.
195k Amendments, 1948 Generation Mortality, 3% interest,
1554 Amendments, 1948 Generation Mortality, 2i% interest.
195k Amendments, 1939-L1 U.S. white Mortality, O% interest.

HEUOOWM

Note: Cost of survivor benefits based on death of wage earrer before re-
tirement is included where applicable., See text for demographie
assumptions,
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Table 1lh

LEVEL PREMIUM COSTS OF BENEFITS AS PERCENT OF ASSUMED
LEVEL MONTHLY EARNINGS OF $350 AND RETIREMENT AGE 68

Valuation Single Single Married Male
Basis Male Female No Children 1 Child 2 Childremn 3 Children

Age 20 at Entry

A 1.48%  2,00% 2.85% 3.15% 3.39% 3.56%
B 1.57 2,13 3.04 3.36 3.63 3.95
c 1.70 2.31 3.31 3.66 3.93 k.28
D 2,15 2,63 3,96 L.28 LoSh L.89
B 2,81 3.46 5.20 5.50 S5.7h 6.05
F L6 5.70 8,06 8.52 8.93 9.07
Age 30 at Entry in 1955
A 2,29 3,09 L.Lk L.68 5.03 5.50
B 2.LL 3.28 Lo75 5.01 5.40 5491
c 2.65 3.57 5.18 S.h6 5.86 6.L0
F 5.83 T.37 10,56 10,87 11,37 12,10
Age LO'at Entry in 1955
A 3.9 5.11 7.33 Te33 T.Lb 8.13
B Lok S.lly 8,06 8,08 8.32 8.93
C h.w 5092 8.78 8.80 9.% 9.71
F 8.32  10.35 15.08 15,09 15.3L 16,06
Age 50 at Entry in 1955
B 8.21  10.,uk 15,81 15.61 15.81 15.48
c 8,91  11.36 17.22 17.22 17.22 17.29
F 13.98 16,95 25.11 25.11 25.11 25.15
Age 60 at Entry in 1955
B 2h, b2 29.k9 hh, 93 Ll 93 Lh.93 Lh.93
c 26, 32,13 149,00 149,00 49.00 L9.00
F 35.54  L1.39 61,83 61,83 61.83 61,63

Description of Valuation Bases:

A 1950 Amendments, 19L8 U.S, White Mortality, 3% interest.
B 1952 Amendments, 1948 U.S. White Mortality, 3% interest.
C 195L Amendments, 1948 U.S. White Mortality, 3% interest.
D 195h Amendments, 1948 Generation Mortality, 3% interest,
E
F

195 Amendments, 1948 Generation Mortality, 23% interest.
195} Amendments, 1939-41 U.S. White Mortality, 0% interest,

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

tirement is included where applicable. See text for demographie
assumptionse

'm-



cost due to the assumption of improving mortality in the future. A
comparison of bases E and D shows the relative increase in cost in
assuming a lower interest rate in the tuture. In general, a
decrease in mortality and a decrease in interest, either together
or separately, will increase the cost., Valuation basis F shows the
relative cost if no interest assumed,

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 ifor a married male with no children. As
before, level earnings during the period of coverage is assumed. The
valuation basis here is 1939-L1 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,

In general, the figures for continuous coverage from age 20
(indicated by the figures for withdrawal at 65) 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 $30 minimum
benefit and the bent formula applying. For instance, considering the
single man with $100 earnings the level-premium decreases from almost
0% of payroll tor withdrawal at age 30 (after the minimum period of
10 years required for permanent fully insured status) to less than
34% ifor withdrawal at ages L0 and L5, then increases to about L&z
for withdrawal at age 65. For withdrawal ages 30, 35, and LO the
primary insurance amount available at age 65 is the $30 minimum.

Since as the age at withdrawal increases there is a longer contribu-
tion period, but in these cases the PIA remains the same, the level-
premium cost decreases, For withdrawal ages 50 and above the PTA
increases proportionately (since for this earnings level 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), '

In the cases of the single man with $200, $300 and $350 earnings
the level-premium cost increases slightly from age 30 at withdrawal
to a peak and then decreases until age 55 where there is then a
slight increase in cost at age 60 which again dscreases slightly at
age 65, The initial increase in the level-premium reaches a peak at
age 4O for the $200 case, and as the level earnings increases, the
peak is reached earlier until in the$350 case the peak occurs at age
30, the initial withdrawal age, The decrease in cost from age 60



Table 12

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

Cost for
Cost for Single Male, Married Male with No Child:
Age at Withdrawal with level Earnings of with Level Earnings of

From Covered Employment _ $100 _ 3000 5300 3350 100 _ 5200 3300 _ 5350

30 5.902 2,97% 2.72% 2.,70% 10,59% 5.L0% L.63% L.58%
35 L.25 2,93 2,87 2.61 7.65 L.98 L.78  L.36
Lo 3. 3.1h 2,60 2.39 6.23 5,25 L3 k.00
15 3.08 3,11 2.48 2,29 6,03 5,16 L.,13 3.83
50 3.6h 3.00 20M1 2027 6013 h097 h'os 3.78
55 3.88 2.97 2.44 2.28 6.8 L.89 L.03 3.78
60 4,18 2.98 2.8 2.33 6.,90 L.87 L.,06 3.83
65 L,36 2,85 2,37 2.23 7.13  L.66 3.89 3.66

Description of Valuation Bases:
195} Amendments, 1939-41 U. S. White Mortality, 3% interest.

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




to 65 in these cases retflects the operation of the drop-out provi-
sion, By the operation of this drop-cut a man who withdraws from
covered employment at age 60 will be entitled to the same benefits
as the man who withdraws at age 05; consequently there will be a
slight decrease in the cost of benetits due to the fact that
additional contribution income is available, with no corresponding
increase in benetits,
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