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Proposed Revisions to the Special Minimum

Benefit for Low Lifetime Earners
by Glenn R. Springstead, Kevin Whitman, and Dave Shoffner

Social Security’s spe-
cial minimum benefit

is declining in relative
value, does not provide a
full benefit equal to the
poverty threshold, and
reaches fewer beneficia-
ries each year. Members
of Congress and other
key policymakers have
proposed several meth-
ods for revising the
special minimum benefit,
either as part of reform-
ing Social Security more
broadly or as stand-alone
policy options. Most of
the new options would
index the benefit to
wages, helping ensure
its sustainability into the
future. The options dif-
fer in how they define a
“year of coverage,” how
many years of cover-
age are required to be
eligible for any benefit
increase, and how much
the full benefit increase
should be. Those choices
will determine who

will receive the ben-

efit increase and how
adequate their benefit
will be.

Summary

The special minimum benefit, an
alternative primary insurance amount
(PIA) intended to increase benefits
for long-term low-wage earners, is
projected to be functionally obso-
lete for retired workers beginning
with those who will become eligible
for benefits between 2017 and 2023
(Feinstein 2013). Researchers and
policymakers have long expected that
outcome because the special mini-
mum benefit, which is price-indexed,
has risen more slowly than the
regular PIA, which is wage-indexed
(Feinstein 2000).! The special mini-
mum benefit’s declining relevance,
coupled with proposals to bolster
trust fund solvency that reduce ben-
efits, has generated broad interest in
new minimum-benefit policy options
to improve low lifetime earners’
retirement security.

To structure a minimum benefit,
policymakers must decide on fea-
tures such as the minimum benefit
amount and whether a work history
is required to qualify for it and, if so,
what type of work history. For exam-
ple, the minimum benefit amount can
be set relative to the poverty level
to ensure a desired level of income
adequacy. In turn, the work history
needed to receive that benefit amount
can differ by duration (proposals
often specify 30 work years), as well
as by the yearly covered-earnings
level needed to qualify as a “work
year.” Options can also include pro-
rating the minimum benefit amount
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for beneficiaries with shorter work
histories. These factors can substan-
tially influence the effects of differ-
ent minimum benefit proposals on
beneficiaries. This brief uses projec-
tions from Version 6 of the Modeling
Income in the Near Term (MINT6)
microsimulation model to show how
various proposed minimum ben-
efit policy levers could affect aged
beneficiaries.

How the Current Special
Minimum Benefit Works

Congress established the special
minimum benefit in 1972 to target
increased benefits to workers with
low earnings over long careers. At
that time, the program already had

a “regular minimum benefit”—in
place since Social Security’s incep-
tion—but legislators were concerned
that it provided a windfall to workers
whose low lifetime earnings were
due to sporadic work histories in
covered employment, rather than to
consistent low-wage work (Olsen and
Hoffmeyer 2001/2002).2 The special
minimum benefit was designed to
address that concern.?

To be eligible for the special
minimum benefit, a worker would
need to accrue a certain level of
lifetime Social Security—covered
earnings as determined by a program-
matic measure called the “year of
coverage” (YOC), described later.
The worker would need at least 11
YOC:s to qualify, and the minimum
benefit amount would increase with
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Selected Abbreviations

AWI average wage index

CPI consumer price index

HHS Department of Health and Human Services
MINT Modeling Income in the Near Term

NASI National Academy of Social Insurance
OCACT Office of the Chief Actuary

OLB old-law base

PIA primary insurance amount

QC quarter of coverage

WEP Windfall Elimination Provision

YOC year of coverage

each YOC accrued from 12 to 30. The tabulation
below presents illustrative special minimum benefit
amounts for workers with 11, 20, and 30 YOCs as

of December 2013. The values reflect the number of
YOCs multiplied by $11.50, adjusted for post-1979
consumer price index (CPI) growth. The special
minimum benefit is awarded to individuals only when
it exceeds the regular PIA, which is the benefit an
individual would receive if he or she started receiving
retirement benefits at the full retirement age.

Monthly special minimum benefit as of

YOCs December 2013 ($)
11 39.30
20 40710
30 816.00

SOURCE: SSA (n.d. b).

As of December 2012, about 64,000 beneficiaries in
current-payment status received the special minimum
benefit (SSA 2013, Table 5.A8). That figure represents
a reduction of more than half since 2000, when there
were more than 140,000 special minimum beneficia-
ries. Over the last decade, fewer than 1,000 beneficia-
ries each year, on average, have been newly awarded
the special minimum benefit (Shelton 2011). All
new special minimum beneficiaries since 1998 have
qualified because they were subject to the Windfall
Elimination Provision (WEP) (Feinstein 2013). The
WEP reduces benefits for individuals receiving a
pension based on employment not covered by Social
Security.* Those beneficiaries do not constitute the
population policymakers originally targeted for the
special minimum benefit.

Special minimum benefit receipt has declined
because the benefit amount is indexed to price growth,
while the regular PIA is indexed to wage growth.
Average wages generally rise faster than prices
because of productivity growth, and since the 1970s,
that relationship has largely held true. The Social
Security Administration’s Office of the Chief Actuary
(OCACT) found that the real-wage differential, which
is the difference between price growth and wage
growth, averaged 0.7 percentage points per year from
1970 through 2009 (Board of Trustees 2011).

The demise of the special minimum benefit is
presaged by the trend in the number of YOCs effec-
tively required to qualify. In 2000, OCACT estimated
that workers gaining eligibility that year would need
27 YOC:s to qualify for the special minimum benefit
(Feinstein 2000). OCACT currently estimates that in
the next few years, newly eligible beneficiaries will
cross the threshold of needing more than 30 YOCs to
qualify (Feinstein 2013). However, even that limited
eligibility is theoretical at this point, as it has been
more than 15 years since a new special minimum ben-
eficiary was not subject to the WEP.

The special minimum benefit’s structure and grow-
ing obsolescence reflect the complex relationship of
multiple policy levers. The following section explores
those levers in more detail, alongside projections of
the shares of beneficiaries aged 62 or older in 2013
who exhibit certain characteristics that correspond
with various eligibility thresholds.> We focus on 2013
because it is the last year for which we have data for
many of the variables we use in our analysis, such as
the Census Bureau poverty threshold. However, read-
ers should note that the 2013 beneficiary characteris-
tics we present from MINT are projected.®

Minimum Benefit Policy Levers

The special minimum benefit incorporates the follow-
ing core policy levers:

* a formula for determining the earnings level that
constitutes a YOC,

* a YOC eligibility threshold required for any special
benefit (subject to prorating),

* a YOC eligibility threshold required for the full
special benefit,

* a full special benefit amount, and
+ a method of indexing the benefit.

Table 1 summarizes the current-law values that cor-
respond with each lever as of December 2013.
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Table 1.

Current-law special minimum benefit policy
levers, as of December 2013

Lever Value

YOC formula 15 percent of an annually

adjusted earnings threshold @

YOCs needed for—

Any minimum benefit 11
Full minimum benefit 30
Full monthly benéefit ($) 816

Method of indexing Consumer price index (CPI)

SOURCE: SSA (n.d. a, n.d. b).

a. The threshold, called the “old-law contribution and benefit
base,” accounts for changes in national average wages.

Many proposals to revise or replace the special
minimum benefit include the same policy levers
while suggesting different values. For example, some
proposals would retain a work requirement in order
to target retired workers with low lifetime earnings,
but the formulas they would use to establish a YOC
vary. Other proposals would increase the full benefit
amount to reduce poverty among older beneficiaries,
as the current-law amount is lower than the poverty
threshold.” In addition, some proposals would add
new policy levers to try to refine eligibility standards.
Common examples include allowing years spent tak-
ing care of a young child to count toward the work
requirement and downscaling the work requirement
for persons who become disabled.

The following sections address each core lever and
discuss policy alternatives proposed in five publicly
available plans to revise the special minimum benefit.
The plans we examine are from the following sources:

1. The National Commission on Fiscal Responsibility
and Reform (Fiscal Commission);

2. The National Academy of Social Insurance (NASI);

The Bipartisan Policy Center’s Debt Reduction
Task Force (Policy Center);

4. U.S. Representative Paul Ryan (R-WI); and
U.S. Representative Jason Chaffetz (R-UT).

YOC Formula

A worker earns a YOC for each year his or her covered
earnings meet or exceed a threshold determined by

a formula that is set by law. A key component of that
formula is called the “old-law contribution and benefit
base” (shortened to “old-law base,” or OLB) because

it reflects the base that would be in place if the 1977
Amendments to the Social Security Act were not in
effect (SSA n.d. a).° For years worked before 1991, a
worker needed earnings of at least 25 percent of the
OLB to earn a YOC. In 1991, to expand eligibility,
the threshold was lowered to 15 percent of the OLB
(Feinstein 2000). In 2013, the OLB was $84,300; thus,
15 percent of that amount, or $12,645, was the earn-
ings level required to qualify for a YOC in 2013.

New minimum benefit proposals have offered a vari-
ety of YOC formulas. Some proposals would continue
to use the OLB with a different percentage threshold.
For example, the Policy Center proposed setting the
threshold at 20 percent of the OLB.!’ Alternatively,
the Fiscal Commission, NASI, and Chaffetz proposals
would adopt four “quarters of coverage” (QCs)— the
earnings level used in determining eligibility in regular
PIA calculations—as the YOC value.

The tabulation below compares the 2013 earnings
levels that would have constituted a YOC under three
alternative formulas. A minimum benefit proposal’s
YOC criteria can have substantial effects on eligibil-
ity. For example, with all else being equal, a minimum
benefit provision that sets the YOC at four QCs will
have wider reach than a provision requiring earnings
of at least 20 percent of the OLB. The lower the earn-
ings threshold used for the YOC measure, the higher
the share of beneficiaries who will potentially be
eligible for the minimum benefit.

Formula | Earnings (2013 $)
15 percent of OLB (current law) 12,645
20 percent of OLB 16,860
Four QCs 4,640

SOURCE: Authors’ calculations.

Some plans would also expand the minimum bene-
fit’s reach by allowing years spent caring for a child to
count as YOCs. For example, the Policy Center option
would allow a maximum of eight childcare credits,
earned in full-year increments, to count toward the
YOC requirement. The Chaffetz plan would allow
up to five childcare credits. Under both plans, both
parents could earn a childcare credit if they had a
child aged younger than 6 and did not have sufficient
earnings to meet the plan’s YOC requirement. Those
policy choices would significantly enlarge the universe
of potential minimum-benefit recipients. For example,
among beneficiaries aged 62 or older in 2013, around
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half would have had at least 1 year that qualified for a
childcare credit.

YOC Thresholds for Minimum
Benefit Eligibility

Under current law, an individual needs 11 YOCs to
qualify for any minimum benefit and 30 YOCs to
receive the full minimum benefit."" Many minimum-
benefit proposals, including those of the Fiscal
Commission and NASI, retain the current 11-YOC
threshold for any minimum benefit and the 30-YOC
threshold for the full minimum benefit. However,
some plans have higher minimum YOCs to more nar-
rowly target low earners with longer working careers.
For example, the Policy Center option would require
beneficiaries to have at least 20 YOCs to be eligible for
a partial minimum benefit.'?

Plans with broader YOC threshold ranges provide
a greater number of possible minimum benefit levels.
For example, a plan with an 11-30 YOC range intro-
duces 20 possible minimum benefits, compared with
11 possible minimum benefit levels for plan using a
20-30 YOC range. Additionally, minimum benefit
proposals with greater YOC ranges produce benefits
that rise more gradually with each additional YOC,
while remaining above the comparable benefit avail-
able under a plan with a narrower YOC range. Chart 1
provides an illustrative example using the current
special minimum’s full benefit amount and comparing
the 11-30 and 20-30 YOC ranges."

Chart 1.

Prorated special minimum benefit levels under
alternative YOC eligibility thresholds

Benefit ($)
900 -

600 -
Threshold A:
11 YOCs

Threshold B:

20 YOCs
300

M1 15 19 23 27 30
Yoc

SOURCE: Authors’ calculations.

The percentage of beneficiaries with earnings
records that meet or exceed the specific YOC threshold
declines substantially as the threshold increases from
11 to 30 YOCs. Chart 2 illustrates that pattern, show-
ing the projected share of the beneficiary population
aged 62 or older in 2013 with lifetime earnings that
would have met three different YOC thresholds (11,
20, and 30) under three alternative YOC formulas: four
QCs, 15 percent of the OLB, and 20 percent of the OLB.

Chart 2.
Percentages of beneficiaries aged 62 or older

whose earnings histories would have met
minimum benefit eligibility under alternative
YOC formulas and thresholds in 2013

H Four QCs
Il 15 percent of OLB

Percent Il 20 percent of OLB

100

11 YOCs

20 YOCs
Threshold

30 YOCs

SOURCE: Authors’ calculations using MINT6.

With a YOC defined as 20 percent of the OLB,
80 percent of the beneficiaries aged 62 or older in 2013
would have met the 11-YOC requirement, 66 percent
would have met the 20-YOC requirement, and 49 per-
cent would have met the 30-YOC requirement. The
shares of that population that would meet the benefit-
eligibility criteria are 11 to 14 percentage points
higher in each YOC category when using the four-QC
measure. However, even if four QCs—the lowest of
the earnings levels in this analysis—were to constitute
a YOC, more than one-third of the beneficiaries would
still have been ineligible for a full special minimum
benefit because they would have fewer than 30 YOCs.

Full Benefit Amount

The current special minimum benefit is equal to the
number years of work (as measured by YOCs) multi-
plied by $11.50, with adjustments for post-1979 growth
in the CPI. As of December 2013, the full monthly
benefit was $816.
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New proposed minimum benefit amounts are
frequently targeted to an explicit measure of income
adequacy, most often a poverty threshold, and are
more generous than the current-law special mini-
mum. For example, proposals for a new full minimum
benefit specify a percentage of the Census Bureau’s
poverty threshold for aged individuals (133 percent
in the Policy Center plan and 120 percent in the Ryan
plan) or of the Department of Health and Human
Services (HHS) poverty guidelines (125 percent in
the Fiscal Commission and NASI plans)." In compari-
son, the current full special minimum benefit equals
about 88 percent of the Census Bureau aged poverty
threshold and about 85 percent of the HHS poverty
guideline. Table 2 compares some of the full benefit
targets in 2013 dollars.”® All proposed minimum ben-
efit amounts exceed the current special minimum PIA
level by around $300 to $400 per month.

As noted earlier, to qualify for the special minimum
benefit, an individual’s regular PIA must be lower than
his or her corresponding minimum benefit amount.
Thus, the share of beneficiaries aged 62 or older with
potential eligibility for the special minimum benefit
would be substantially higher if YOCs were based on

Table 2.
Full minimum benefit amounts under current and

alternative measures of income adequacy, as of
2013 (in dollars)

four QCs than it would be under a measure such as

20 percent of the OLB. To illustrate, Table 3 shows, for
beneficiaries aged 62 or older with 30 or more YOCs
in 2013, the percentages with PIAs that fall below

125 percent of the HHS poverty guideline under two
YOC formulas (20 percent of the OLB and four QCs).
It also shows the current-law regular PIA values for
those two YOC-formula groups at selected percentiles.
Those values indicate the proportions in each group
that might be eligible for a benefit increase under alter-
native full benefit amounts.

Among beneficiaries with 30 YOCs at 20 percent of
the OLB, 9.8 percent have regular PIAs below 125 per-
cent of the monthly HHS poverty guideline ($1,197).
The comparable figure is significantly higher when
using the four-QC measure (24.3 percent). Similar fig-
ures appear for the other full minimum benefit targets
discussed in this brief, which are all within $100 (per
month) of 125 percent of the HHS poverty guideline.

Indexing

We have analyzed the special minimum benefit policy
levers as of 2013. However, the future growth rates for
the full benefit amount and the YOC dollar thresholds
are important to the long-term performance of any
new minimum benefit policy.

The special minimum benefit amount currently
increases with changes in the CPI. New minimum
benefit options also generally include some method

BRI Monthly| Annual  ,findexing to increase the benefit amount over time.

Current law 816 9,792 Indexing options include continuing to use the CPI,

TR [ GRS BT 117 13.408 adopting the national average wage index (AWI), or
aged poverty threshold employing another measure.

133 percent of Census Bureau 1238 14,860 The indexing choice can have significant effects.
aged poverty threshold For example, research has shown that indexing the

full benefit to wage growth rather than price growth
125 percent of HHS poverty 1,197 14,363

guideline

SOURCE: Authors’ calculations.

Table 3.

would contribute to reducing the poverty rate of
Social Security beneficiaries (Favreault, Mermin, and
Steuerle 2007). The indexing target can also affect the

Selected indicators of minimum benefit eligibility and potential benefit levels using current-law PIAs for
beneficiaries aged 62 or older with at least 30 YOCs under alternative YOC formulas, 2013

Percentage of beneficiaries
with PIAs lower than

Current-law PIA at selected percentiles ($)

125 percent of the HHS

Formula poverty guideline ($1,197) 10th 25th 50th 75th 90th
20 percent of OLB 9.8 1,203 1,432 1,728 2,007 2,211
Four QCs 24.3 959 1,211 1,588 1,935 2163

SOURCE: Authors’ calculations using MINT6.
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long-term viability of the minimum benefit. Assuming
that average wage growth continues to outpace aver-
age price growth, indexing the benefit to prices may
cause it to become obsolete over time, as is true of the
current special minimum. Chart 3 projects minimum
benefit values using the CPI and the AWI, assuming an
income adequacy measure of 125 percent of the HHS
poverty guideline for 2013-2050. The CPI-based spe-
cial minimum benefit steadily lags behind the value of
the AWI-based minimum benefit.

Chart 3.

Minimum benefit levels under alternative
indexing methods, projected 2013-2050

Dollars (monthly)
6,000 -

5,000
AWI

4,000 -
3,000
CPI

2,000 1

1,000

T T
2043 2050

Year

SOURCE: Authors’ calculations using MINT6.

NOTE: Projections assume the use of 125 percent of the HHS
poverty guideline as the income-adequacy measure.

Conclusion

The projected obsolescence of Social Security’s
special minimum benefit, coupled with policy efforts
to protect low lifetime earners while ensuring long-
term system solvency, has spurred consideration of
new minimum benefit options. Recent proposals have
used a variety of policy levers to enhance retirement
security for low lifetime earners. This policy brief
describes many of those levers and their effects on
aged beneficiaries.

Our projections suggest that even though few
beneficiaries would receive a benefit increase under
most current proposals, some specific policy levers

could significantly influence eligibility. For instance,
the percentage of beneficiaries potentially eligible for
the minimum benefit will be higher if YOC thresholds
equal four QCs rather than 20 percent of the OLB.
Future analysis should continue to explore the distri-
butional effects of different minimum benefit options.
For example, we plan to release additional work using
MINT data to focus on the effectiveness of various
publicly proposed plans in reaching their ostensible
target populations of low lifetime earners.

Notes

Acknowledgments: The authors thank Natalie Lu, Mark
Sarney, Melissa Favreault, Kathleen Romig, Hilary Wal-
dron, and Craig Feinstein for their helpful comments and
suggestions.

'Hereafter we refer to the wage-indexed PIA as the
“regular PIA,” in contrast to the price-indexed special mini-
mum benefit. (The Social Security Administration formerly
used a third PIA formula for workers who died or were first
eligible for retirement benefits before 1979.)

2The original “regular minimum benefit,” created by the
Social Security Act of 1935, was set at $10 per month. Con-
gress increased that amount with ad hoc changes through-
out the program’s early history (Schobel and McKay 1982).
The regular minimum benefit provision was terminated
for most workers who became eligible for retirement or
disability benefits after December 1981, although for some
workers serving as members of a religious order, the regu-
lar minimum benefit was not eliminated until January 1992.
For further details, see section 716 of the Social Security
Handbook (http://www.socialsecurity.gov/OP_Home
/handbook/handbook.07/handbook-0716.html).

3The terms “special minimum PIA” and “special mini-
mum benefit” are interchangeable.

“For more information on the WEP, see http:/www
.socialsecurity.gov/retire2/wep.htm.

SNote that for 2013, the maximum age for beneficia-
ries included in MINT data is 87. Despite that restriction,
MINT captures most beneficiaries. For example, as of
December 2012, almost 94 percent of retired-worker benefi-
ciaries were aged 87 or younger (SSA 2013, Table 5.A1.1).

SMINT®6 includes data from the 2001 and 2004 Sur-
veys of Income and Program Participation (SIPP) linked

to Social Security administrative records for earnings and
benefits through 2009 (Smith and others 2010).

"Favreault, Mermin, and Steuerle (2006) note that the
elderly poverty rate is lower than that for prime-age work-
ers and children; yet for some aged subgroups, such as
women and minorities, a larger minimum benefit could sub-
stantially reduce poverty.

8For the full reports of the plans from the first three
listed sources, respectively see Fiscal Commission (2010);
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Sullivan, Meschede, and Shapiro (2008); and Policy Center
(2010). For OCACT memoranda analyzing the financial
effects of the plans from the fourth and fifth listed sources,
see SSA (2010 and 2011), respectively.

?Because the OLB is substantially lower than the cur-
rent-law base, its use provides a lower earnings threshold.

19 Although the Policy Center plan would have a higher
YOC threshold than the current-law YOC threshold, its full
benefit amount would also be higher.

"' Real wage growth has steadily increased the number of
YOC:s required to receive the special minimum benefit. Nev-
ertheless, even in 1972, Congress estimated that a worker
would need at least 23 YOCs to obtain a special minimum
benefit higher than his or her regular PIA. Although such a
high threshold may seem counterintuitive given the formu-
laic minimum of 11 YOCs, Congress specifically intended
to target the benefit to workers with long histories of low-
wage work (Olsen and Hoffmeyer 2001/2002), and most new
minimum benefit proposals echo that emphasis.

12Social Security’s special minimum PIA eligibility
requirements for disabled-worker benefits are the same
as those for retired-worker benefits. However, given the
truncated earnings histories of disabled beneficiaries, some
minimum-benefit options adjust YOC requirements for dis-
abled workers. Minimum-benefit options could (1) exclude
disabled beneficiaries from eligibility altogether; (2) treat
them the same as other beneficiaries, with the same YOC
requirements; or (3) scale the YOC requirement to account
only for years in which the disabled beneficiary was in the
workforce.

B3The Ryan plan includes complex YOC, benefit level,
and program interactions that do not align perfectly with
the simplified lever presentation we use. Thus, we do not
include the Ryan plan in the “YOC formula” and “YOC
thresholds for minimum benefit eligibility” sections of
this brief. SSA (2010) describes the Ryan plan’s benefit
enhancement for low earners as follows: “the PIA for a
worker with 30 years of earnings at an average wage-
indexed level equivalent to the full-time annual mini-
mum wage for 2009 would receive an increase in the PIA
sufficient to yield an adjusted PIA equal to 120 percent
of the Federal poverty level for an aged individual... The
percentage increase in PIA provided to a worker with
fewer than 30 years of covered earnings would be reduced
linearly, reaching no enhancement for the worker with 20
or fewer years of earnings. The year-of-work requirements
above would be ‘scaled’ to the length of the elapsed period
from age 22 to benefit eligibility for workers who become
disabled or die before reaching age 62. In addition, the per-
centage increase in PIA would be reduced proportionally
for workers with higher [adjusted indexed monthly earnings
(AIME)], reaching a zero increase for the worker with an
AIME equal to twice the level of a 35-year steady full-time
minimum wage earner.”

The federal government uses the Census Bureau
thresholds for statistical purposes and the HHS guidelines
for administrative purposes such as determining eligibil-
ity for certain programs. For descriptions of the thresholds
and guidelines, see http://www.census.gov/hhes/www
/poverty/data/threshld/index.html and http://aspe.hhs.gov
/POVERTY/index.cfm, respectively.

15The amounts shown in Table 2 represent the full mini-
mum benefit but, as discussed earlier, under current law a
prorated benefit is payable to beneficiaries with between 11
and 29 YOCs.
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