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Social Security: The Windfall Elimination Provision (WEP)

Summary

Social Secitmnistexdd eide raalwoirnks ur ance program that pi
workers and their eligible farmeitliyr enmeermbte,r sd iisna btih
deat h. ’# mpolrokyeme e mpdoysmehf is considered cover ed
services performed 1in t haabtl ej oabn dr ecsrueldti tianb leea rfnoirn
purposes. Although participation in SWefial Secu
all workers in pempll ceywnndaotty neeonvte roerd sbeyl fSocial Sec

Thwi ndfall el i miWBB?! mawdi Hparmwebfiisti ofne d mu ks that Soci:
Securitycbenafnt s d ovborr kdehro a bt e d a Ipsem seimtni tbleende ftiot s
based ornf regpanmrbnsi ntghsat owever ed btay dS d chiuasl uSdetec usruibtjye c
SocSeadupraiyttyps X I t s pur po sueniinstacthedaendeéwmnigmw Efolnint
these workers would otherwise recegfibaeamsal a resu
Sec ubreinteyf it f or mulrac laant d wtmlree ewrosrl ki dhre-aSanwceiirt ey d

empl oyment .

I n De c2eQnPpb b olutPi 1 1 1 o n apbeoouppblfe3 ¥lolr Social Security b
were affectklodby whrekWMEP. mainly include state ari
covered bytakthcecdmrmantemnste waoybsht tecangse r manent <civilian

employees hired before January 1, 1984, who are
(CSRS) .

WEPs upporters argue that the formula pasyanentasor

and unintended benefits to people who have earn
pensions from noncovered wor k. Oprpeodnuecnetss ar gue
benefit that workers mayl ahnasaa didabtelenedfeidt si n t heir
dis pr oployr tfioecnaaltmew a g h oQtslechrod dosr iticizesthm curre
imrecise way to determine the actual windfall w
Recergti slhagdmar ally proposed cifidadt Do e bimmi matfe
beneficiaries, -lapvr oopbkaoacwhphoporendpomadt f or mul
earninlgetevreed and noncovered employment.
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Social Security: The Windfall Elimination Provision (WEP)

Introduction

Social Security provides insured workers and th
protection against the’slasest iaogftfmemecagmeidadbidotth
amount of the monthly benef ietmbpearysa bilse btaos ewdo rokne rt
wor ke aarveeertrage earnings from jobs covered by Soc
worlkerarnings twSecoei 8 upped ®&klthwey Social Securit b
rmula is weighsthdretoafvephaee ©a ipgarialagtweort & e r Is
an fpoari dh iwgohr ker s . pPhid wmenmnhers hnecbtowe rela
lation to theiratlphaoyurgohl It htea xd odddmtrr abmwtuind n so,f
hmtt pr ovipdeid twoo rhkiegrhs .

y

ow

t 1V
t h

benefiho fceavnadmoltat ibnegtuwesehn wor k ea & r-awheor ahgaeve | o
ings because theyewonikm dSsofcoiraclmaSaeyceugreiatrys at
oyment anadp pwoarrdh @loomw-avk@r a ge e a rtrhienyg swobrekceadu s e
many years in jobs( Theseowearsd dlyowWowpads Sz
ial Security earnings records, which, when a
work.) €€ohyp,eqmer kers who split their careers be
empl oymeahn highdmymaypadlds onresceive thdoadiudat age ¢

Thwei ndf all el i HiWE®PHIi aB pramoidsford rbeemoevfei tt hfeor mu
umit ended a dwianndtPadgleltehgebt a £ 6+ tfiwdrart @i nr ed or disab
workers who spent less than full careers in cov
pension benefits based on e8conufhe yfedmec jobs nm
initial benefits caused by the WEP is designed
same position t he ysltwhoeuilrd ehaarvnei nbgese nb eienn haaver ed |

—_ B

Backgromntdhe Social Boercmwliat y

Workers qualify fort hSeopcrikned d Saermcdi rpiat pyd yoSeandetfai It sS eicfu
or a swmbfine¢ iief tctoivmmer ¢ d?Remp reydmeviotr kde@ ar meegs at |
r e doatbsolu0t year s wol whemdeirseadbl ed workers generally
arning3d ndtedilt benefit’s & maavecleraasgeed coanr nai nwgosr kferro m
overed by SactoampSieadmigit he inisiahnbahefackabhbime
arnings ar eaidn dasvieerdadgged oaovt h i n t h e?Tnhaitsi oinsal ec o
om® bring earlier years of ec¢Nexti pgismmap itzee da c o
easur e dJsf camarweeerrth ge ffaumdnlgy tetaling the highes:s

EQ..('DO(DO’—")

1 For the purposes of this report, the tarayroll taxincludes the Social Security semployment tax.
2 Unless otherwise notethe terncovered employmeirtcludes sefemployment covered by Social Security.

3 A worker may earn up to four earnings Gteger calendar year. In 2@, aworker earns one credit for each4m, of
covered earnings, up to a maximum of four credits for covered earnings8®0%&, more. Earnings credits are also
calledquarters of coveragesee Social Security Administratig8SA), How You Earn CreditsP ublication No. 05
10072,2021, https://mww.ssa.gowubsEN-05-10072.pdf

4Years of earnings are indexed up to the second calendar year before the year of earliest eligibility (i.e., the year in
which the worker first attains adé2, becomes disabled, or dies). Years of earnings after the last indexing year are
countedin nomial (i.e., unadjusted) dollars.
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c oveeraerdnainndg st hen dSAYitcdirng htmgn3d h 1y aaveerraaggee, kno wn
i ndexed amaon(tANg IME ) e, is found by dividing the annu

Once thses WbMEelras beewrndea@miwe d,h ei tSboecnieaflh €Sne c ur i1 t
formula to pr’sodiunciet itahle Dleemrefernte fammtomind,gmek s i ve
replacgngatenrekarcagafingpavwdrkdosw t-handfor high
wor kBEhes .benefit for med % pPdli%e%t ot htrheree ef adcitffresr e n
levebsagchbetfs TAeMEr.e s ul t pimsi kanroyw ni nassu PthhAer ea m dio s ¢
rounded down t o Tthhee PnlecAa n &s thhhbsOi wo dbkmse .f it befor e
adjustmentédTher beappplitedormula applicable to a g
indiwidevamllii gs b ( ELY)Y, yehat 1is, the year in which
62, bec omes @dFiosra bwloerdk e ros2 Ovltilde sse. P IAY iiassod fl toewvrs mi n e d
i Tabl e

Table 1. Social Security Benefit Formula for
Workers Who First Become Eligible in 2021

Factor Average Indexed Monthly Earnings (AIME)

90% of the first $996, plus
32% of AIME over ®96and through $,002(if any) plus
15% of AIME over $,002(if any)

Source: CRS based on Social Security Administrati®SA) Office of the Chief ActuaryOCACT), “Benef it
Formula Bend Pointshttps://www.ssa.gowhcticolabendpoints.html

The averaging provision in the benefit formula
Secird yeadr empl oyment to have 1ow AI MEs , even 1if 1
noncowvweredrhis results in thesamwodhlaespeevoopflacvi ng A
who wor ked rfnoim gésower ed e mpl oy me nTth itsh riosu gbheocuatu steh
years of zero covered earnings are enkered as z
ear nhiinsgtsory over 35 years. For exampdbegraedper s o
employment would bkevese &@nfs A MEzd¢thatearefilngs, eve:
worked for 2paymmgmes ovmradhigh

Consequentlky,r fwohro sae vAd ME i sc alroewe rb ewaasu ssep lhiits boert 1
coveradngodmpkdyment, the benefit formula repla
the 90% 1t aweoer kt ehra nhfaiufl-}sepdefn tc areer 1in covered empl
e a r nlienvgesl . The hig8feor mwoplkac esmewhto thatwe enpl it t h
Social -cSoevceurraidtnyg nfgeb s dis s omet i“mesd¥felflrred to a

5 The number of benefit computation years for disabled or deceased workgitsefewer than 35 years.

5T h e wo priaryrinsusance amount (P14 subsequently adjusted aocount for inflation throughostof-living
adustments (COLAs). Additional adjustments may be made to theéd@adcount forarly retirementdelayed
retirement, or certain other factors.

7 Although the factors in the formula are fixed in law, the dollar amounts defining the brackets, also kiewd as

points are adjusted annually for average earnings growth in the national economy. Because the bend points change

each year, the benefit formula for a worker witheanliesteligibility year (ELY) in 2@1 is different from the benefit

formula for a waoker with an ELY in any other year. For bend point amount for years prior2t, 2@e SSA, Office of

the Chief Actuary (OCACT) ,https:Bevnssagodactiolabendpoints.htBlk nd Point s, ”

s

8 Thereplacementratt s t he ratio of the program benefit to a worker s
9 The windfall elimination provision (WEP) is sometimes confused with the government pension offset (GPO), which
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Howhde¢ Windfall Elimination Pr

A different So¢tif bkrnSoendmafroirdamya dblkyadeffa !l | el i mi nat i orv
provjagpipdmecegs wao kers whoSaceat b&moecafsei dwsdylol as t o
pensbhiemmeffriotns empl oygymedtbyno$oUndtelSee cWEPhtyYy 9 0 %
factor in the first bracket .Tohfe tehfef efcotr mwl at oi sl orv

proportion of earnings 1in theTafbdresltusdbtrmnatkes h dhw
t ree gbbnefita nfdbWEnRu IwaoZrkf or s omeone with a 40% fa

Table 2. Hypothetical Scenario: PIA for aWorker with AIME of $1,500 Who
Becomes Eligible in 2021 and Has 20 Years of Substantial Coverage

Regular Formula WEP Formula
90%of first $996 $896.40 40%of first $996 $398.40
32% of earnings overap6 161.28 32% of earnings overdd6 161.28
and through$6,002 and through$6,002
15% over $,002 0.00 15% over $,002 0.00
Total after rounding $1,057.60 Total after rounding $559.60
Source: CRS.

Note: PIA = Primary Insurance Amount. AIME = Average Indexed Monthly Ear@pdew, the PIA isounded
down to nearest 10 cents

hist lsec emrmoanrtihol4yd. 8Bl Gonwaefird ¢ r i ¢ h& nWhh edgul ¢ he
fit 1,067 mbb$s $§6OF 60Note that the WEP reduction
ket in the AIME formula (90% vs. 40 %), whi l

o " o o -

PgE o oo
Bme 5= o p

n
a
ird brackets are unc hanhgaetd .e xAcse ead rtelsen [fti,r sftorf
res h9o9J6dt @€ WEP redudcdAt9Ben mema hns Foarf extampl e,
d an AIME of $4, 000 instead o49felr, 5n0oOn,t ht.h eT hWE
P therefore ¢ aluasregse ra rperdoupcotritoino nianl lbye ne fits f ot
d monthly ¥Henefit amounts

Aguardamt a¢dhe WEP ensures that the WEPcoeedwmedion

pension bas esn oonnc otwheer kwdo rTkhd s guarthaedtpe priost edets i gn

workers withr bmwcpweslkhden S WEP does net wahpphupveo w
30 or mor e yeeampsl ooyfmesnutb sctoavnetriecadl under Social Sec

reduces Social Security benefits ptidspouseand widow(er)s of insuredorkers if the spouse or widow(eglso
receives a pension based on government employment not covered by Social Secu@fySSReport RL3245Focial
Security: The @vernment Pension Offset (GPO)

10 section215(a)(7)and (d)(3) of the Social Security A@2 U.S.C. §415(a)(7) and (d)(Bee als®0 C.F.R.

§§404. 213 and 404.243. Moreover, see SSA, Program Operation
Applicabil it yhttps://deeure.ssa.@gagpnslofomd ndfhx/030060536QThe termwindfall elimination

provisioni s not specified in statute or in SSA’s regulations.

11 For the worker shown iflable 2, with an AIME of$1,500 and a monthly benefit o1 $57.60under the regular
benefit formula in 2Q1, the WEP reduction of498.00represents a cut of approximatel§94 to the regular formula
monthly benefit amount. By comparison, a worker with an AIME of $4,000 wouldhtidexi to a PI1A of $1857.60
under the 2@1regular benefit formula, and the same WEP reductiomrt&8300per monthwould represent &%

s

reduction in this worker’s mont hly benefit amount .

Congressional Research Senice 3



Social Security: The Windfall Elimination Provision (WEP)

formula f or twlo9r kyeerasr swiotfh d2ulbmp lamyt mad flgbwhve rh o wn
3.12

Table 3. Maximum WEP Reduction for Workers Who Become Eligible in 2021, by
Years of Substantial Coverage

Years of Social Security Coverage

20 or
fewer 21 22 23 24 25 26 27 28 29 30+

First factor in formula:

40% 45% 50% 55% 60% 65% 70% 75% 80% 85% 90%

Maximum dollar amount of monthly WEP reductiéor workers who first become eligible for Social Security in
20212

$498 $448 $398 $349 $299  $249 $199 $149 $100 $50 $0

Source: CRSanalysis

Notes: The WEP reduction may be lower than the amount shown because thereduction is limited tbalhe

of t he wor ke rroscovgredemgldyroent. Ih addition, because the WEP reduces the initial benefit

amountbeforeit is reduced or increased uk to early retirement, delayed retirement credits (DRCs), cost

living adjustments (COLASs), or other factors, the difference between thefinal benefit with the WEP and the final

benefit without the WEP may be less than or greater than the amounts shown.

a. The maximum dollar amount of the monthly WE&ductioni s b ased oBELY Becawse th& dollai s
amounts defining the brackets in the benefit formula change each year, the maximum dollar amount of the
WEP reduction for a worker with an ELY &021is different fromthe maximum deduction foa worker
with an ELY of any other yeaFor maximum WEP reduction amounts for workers with ELYs prior to

2021, see SSA, “Windfall E | i httpsahawiwissa.gopldhneosetiiesvepon ( WEP) Char
chart.ntml

The WBPlbemefots paoyrhibsl aboltreddelre t meetd t he criteri
antdo helr gliebpleendent ¢ ; divemw piloyrbenief ig sr piawamd eo f o
deceased inGuowps wofr kwarskers likely to be affec:

state and local government employees who are co

empl dpads most permanentesilvidé¢édnbétfdeeal aampt gy

are covered by the Civil “"SYhrev WER olmglioy e ment Sys
T federal employees performing service on Janu
extended on thaeahed$3oeilnye Sdemmesnoting .pdff 19 83 (

98

12 For determining years of coverage after 1978 for individuals with pensionsfoocovere@mployment,

“substantial coverage” is defined as 25% of the “old 1aw” Sc
in question. The old law maximumaxable earnings base refers to the earnings base that would have been in effect had

the Social Security Amendments of 19F7I(. 95216 notbeen enacted. In 2@, theold-lawtaxable earnings base is

equal to 406,200 therefore, to earn credit for one year of substantial employment under the WEP, a worker would

have to earn at leas2$,550in Social Securitycovered employment. For the thresholds for previous years, Age SS

OCACT, -Lawl Base and Y btips/wewssa@ookcttolalygahinil

13 see Department of the Treasury, Intemal Revenue Service fB&ratState Reference GuiddRS Publicatio
963 (Rev.7-2020), https://mww.irs.govpubirs-pdf/p96 3.pdf

14SeeCRS Report9810,Fe deral Empl oyees’ ' Retiremgnt System: Benefits ¢
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T employees of a mnonprofit organization who we
coverage on Degcembewhdlbed#d& ticnbeveorned for th
January 1 ,P. L8P under

T wor kerasttwmh&@@a2d bgeame disabled, or were firs:
pens iomo nfcroosmp kady ment before 1986;

T wor kerrse cwthoovr e g spiagymqmea fit et hla®94are based on a
totalization agreepdent with the United State

T wor kwehross en ®omd gppenm & do b aesaerdn ionnges n ¢ @ wanr e d
domestic or fbrediogmrfacdilpl7oy me nt

T raidwooraker s whasopemlkyon ¢arbasgsd ©O6nom
empl oxmemrtred by the RAilroad Retirement Act

The NumWPeopdff ected by t he WE.

According to the Social Securl® @ bAodumPinlilsitomat i on
Social Securwetrye baefnfeefci t{iahbdhdehs¢ hev VERh e l mi ng maj o
those @dhewmwed4s wort khkpepdrox Bwatod]l m1 1 Social Secu
beneficiaries woirkelrwdiamgl diesppemddécdottd mdde fet¢ciarede
worker beneficiaries wer @ 04HfOffe crteetdi rbeydt ewdoer kWErPs i
by t he WEPt edagp pvre o xT anied)ne

Table 4. Number of Social Security Beneficiaries in Current Payment Status with
Benefits Affected by WEP, by State and Type of Beneficiary: December 2020

Type of Beneficiary

Retired Disabled Spouses and
State Total Workers Workers Children
Total 1,948,427 1,836,538 12,520 99,369
Alabama 18,233 17,193 158 882
Alaska 12,542 12,004 60 478
Arizona 38,103 36,106 213 1,784
Arkansas 10,642 10,147 117 378
California 273,399 258,520 1,639 13,240
Colorado 68,473 65,368 772 2,333
Connecticut 20,681 19,910 100 671
Delaware 4,454 4,262 34 158
District of Columbia 7,299 7,085 42 172

15 Totalization agreementse bilateral agreements that provide limited coordination of the U.S. Social Security
program with comparable social insurance programs of other countries. The agreements areniteadic o

eliminate dual Social Sedty taxation based on the same work and provide benefit protection for workers who divide
their careers between thmited Statesnd a foreign country

16 The WEP does not apply in cases where the pension is based, in peoshamverednilitary reserveduty before
1988 but after 1956.

7S s A, P @3M605.362 Windfall Elimination Provision (WEP)Exceptior’s November 1, 2019,
https://secure.ssa.gpdms.nsfhx/0300605362

18 Data on theotal Social Security beneficiary and retiradrker populations used in these calculations are from SSA,
OCACT, “Benefits Pai dhtipg/wivgsp.gowdetProgDatakphtinkc i ar y , ”
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Type of Beneficiary

Retired Disabled Spouses and
State Total Workers Workers Children
Florida 107,178 101,174 575 5,429
Georgia 56,383 54,141 379 1,863
Hawaii 11,492 10,739 40 713
Idaho 9,107 8,598 68 441
llinois 99,640 95,836 381 3,423
Indiana 17,698 16,776 148 774
lowa 8,338 7,983 69 286
Kansas 9,563 9,110 75 378
Kentucky 25,207 24,185 172 850
Louisiana 48,276 45,681 581 2,014
Maine 19,423 18,764 78 581
Maryland 47,253 45,178 251 1,824
Massachusetts 83,156 80,073 580 2,503
Michigan 22,510 21,213 190 1,107
Minnesota 16,698 16,031 75 592
Mississippi 9,757 9,267 86 404
Missouri 40,780 39,536 222 1,022
Montana 6,611 6,290 32 289
Nebraska 5,622 5,362 40 220
Nevada 35,773 34,422 217 1,134
New Hampshire 8,880 8,482 83 315
New Jersey 23,132 21,662 196 1,274
New Mexico 13,939 13,065 115 759
New York 32,893 30,673 229 1,991
North Carolina 31,696 30,259 190 1,247
North Dakota 2,317 2,219 12 86
Ohio 152,863 146,441 1,364 5,058
Oklahoma 17,519 16,629 146 744
Oregon 18,614 17,664 84 866
Pennsylvania 36,813 34,770 280 1,763
Rhode Island 6,058 5,847 46 165
SouthCarolina 19,418 18,501 106 811
South Dakota 4,004 3,859 20 125
Tennessee 22,007 20,944 131 932
Texas 195,135 185,689 1,165 8,281
Utah 14,341 13,346 94 901
Vermont 2,674 2,542 7 125
Virginia 48,697 46,132 149 2,416
Washington 34,712 32,488 148 2,076
West Virginia 6,354 5,924 69 361
Wisconsin 12,679 12,124 60 495
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Social Security: The Windfall Elimination Provision (WEP)

Type of Beneficiary

Retired Disabled Spouses and
State Total Workers Workers Children
Wyoming 2,635 2,519 20 96
Outlying Areas and 106,756 83,805 412 22,539

Foreign Countries

Source: CRS, based onnpublishedlata fromSocial Security AdministrationSEA, Office of Research,
Evaluation, and Statistics (ORER}ble BJanuarg021

Table 5. Number of Social Security Worker Beneficiaries in Current Payment Status
with Benefits Affected by WEP, by Gender and Type of Beneficiary, December 2020

Gender All Workers  Retired Workers Disabled Workers
All Beneficiaries 1,849,058 1,836,538 12,520
Women 816,502 810,447 6,055
Men 1,032,556 1,026,091 6,465

Source: CRS, based on unpublished data from SSA, ORES, TableJai®darn2021

For datdhaaom tofe Social Securit yi nbeDeeXeitblcary i es af
statTablslee nAAphpee ndi x

Legislative History and Ratio

ThWEPvas enacted in 1983 4Ps. [paAldBsaognmadj ¢ © shomrdm
financing of the So040i% 1WEPe cfuorrintuyl ap rfoagcrtaomm. wlalse t |
compromise between a Housid¢ ubieldl at bathh Wawl d rh af wer
factor and a Senate proposal®that would have su
The purpose of the 1983 provision was to remove
curity benefice ftoetimurlead porro viiddseadb ilvdoidvac rwioer sk e r
so entitledbdoeeapacrmmiinogns bfernoen tijhosb sS omcoitals BSkjcarati
yroThe tmxgular formula whe dpeanhdelHe-io hefpt wr
yingy jprtbsv,i ding them with a benefctar-ebhat 7r1eple

ereamagenings than the benefciatr-@perroewmigdneidn gtso. wor ker
wever, the formula does not dipfgafied ejnotbisat e bet
roughout their careers and other workers who

CgaecwnT g T @meTT e ®
oMo 0O 00 50 < 8 —ao

rked many years 1in j obasndn ofte we oyveearresd Winy € Soovceir acld
e old I aw, workers who werersmphoyelds fooventd
cial —Swenr hi ghtabsprmede omed t he adfvoarnmualgae, of t |
cause their few years of covered earnings wer
termine the averagdhedovSwmed adaSecmghhteyn bewhedh
P tentdadpalfafcecect ed workers 1in approximately the
en ath/hkad earnings been covered by Social Sec

19U.s. Congress, Committee of ConfererBecial Security Amendments of 1988nference report to accompany
H.R. 1900 98" Cong., F'sess., March 24, 1983, H.Rept -88 (Wasington: GPO, 1983), pp. 12121,
http:/mww.finance.senate.gamio/mediatdocConf-98-47.pdf

Congressional Research Senice 7



Social Security: The Windfall Elimination Provision (WEP)

Ar gument sWHEPr t he

oponents ofhatheitmeiass uar er esaasyonta bl e means t o pr «
d unintended benefits to certain workers who
e mechanics of the Social Security benefit fo
oivoins rarely causes hardship because by and 1lar

00 ~*B5 0 ocT — o g
coDoopBoOR DS~

cause by definition nohnecyo wad sk.d rTehcee igvuea rpaenntseieo np
sures that the reduction halBSoofathSepansiygnb
ncowoer Ed wh ipceho ppireocht escntasl 1 npoenncsoiwoemrsk df Mamaddit ic
e impact of the WEP is reduced for- workers wh
vered work apdophoct pmnadatBé&ddyfars -or more in
vered work

Ar guments AglhR nst t he W

Some opponents believe the provision is unfair

workers may have included 1in tthheei rp rroevtiisrieorme nwo rpk
They say the arbitrary 40% factor in the windfa
determine the actual windffall when applied to i

The WEHN mpact] mao e wWor ker s

The impact ofinchemeéWEPrenhhewbeen the subject of
and Scott Weis Bemmwanr amhde’rBeoiisndtf toeuetr t wo r eas ons
can be P¥grestsibecause the WEP adjusctamentr is ¢ o
aver agegst hbeenmie f i t 9ODWE P )] ai € Scauses a proportiona
in benefits for workers with lower AI MEs and be
likely than a I“9wbséann’thalsevhodIldsaftoitnhge cycewmmws o f

covered &adrknhiinsg st h(R2iéns i dH 0 8 o ¢ § acbo vSeerceudr ietayr ni ngs ) ;

therefore, high earners are more likely to bene
people with 2b9ectawrese no f2 lecyamwmanted e mpl o

Brown and Weisbenner found that the WEP does 1 e
earning BBosehoimdsbmghhouseholds, applying the

even provides a higher repladc pmeomptorrtatomattledrry it fo
earnings, noonwvo.v eBlreodwtnnd and Weisbenner found that
large changes in Social Security replacement 1 a
particularly when @®asmdhlgsi tcaraeasese ian peaosome d Ve
additional year of substantial covered earnings
applied to the AI ME.

20 see, for example, the Social Security Advisory Boditte Windfall EliminationRr v i s i on: It s Time to Co
Math, October 1, 2015 ttp://mmw.ssab.goH ortalsD/OUR_WORKREP ORT SWVEP_Position_Paper_2015.pdf

21 Jeffrey R. Brown and ScoWeisbenner«The Distributional Effects of the Social Security Windfall Elimination
Provision” Journal of Pension Economics and Finaneel. 12,iss 04 (October 2013 pp. 415434,
http://business.illinois.edwtisbennRESEARCHP APERSIPEF_Brown_Weisbenner.pdf

22 For more information, se€8RS Report R46194&he Windfall Elimination Provision (WEP) in Social Security:
Comparing Current Law with Proposed Proportional Formulas
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Noncovered Pensions for Benef
t he WEP

The WEP appliestyobSonef editditddic@se .whaor aaeisviiomg )
b asoemdar ni nwgesmeotth actover ed bSyS A opceirailo dSieccaulrliyt yp.r o vi d
those noncovered pension amounts forFiSgwwrnel Sec
1s hows the distr i bMEtPa fofh ebeetheed a c iifai b isSiterecthiwdgia tbyl e

for benefibygy nan@O&VtY&red pension amount and gend
21 %thHDse beneficiaries received a noncovered pe
approxbfMatetpgived a monthly amount between §$1,0
mont hlyofisnpo@@0® or mor e -a fAfmomtge ¢ hboesnceefMHcBida rtioe s , v
have a lower mnoncovered pension amount than men

Figure 1. Distribution of WEP-Affected Social Security Beneficiaries by Monthly
Noncovered Pension Amount and Gender, December 2020

AmongSocial Securitpeneficaries with first eligibility in 2017

Percent of Social Security Beneficiaries
Men B Women 27%
21%
19%
18%
15%
Less than 1,000 1,000-1,999 2,000-2,999 3,000-3,999 4,000 or more
Monthly Noncovered Pension Amount ($)

Source:CR S, based on unpublished data from SSA’'s ORES, Table

Notes: Data reflects beneficiaries for whom noncovered pension amounts are avaié@enonthly pension
amount represents the noncovereggbvernmentpension amount at the time of initial filiigr Social Security
benefits

A worker who split his orc dwear eed racned nboent cwoeveenr eSdo
receive botrh tSyewmwicaklie r$e@beeunbejfeictts atnachh ¢ he o WEP ¢ d
penslimnDecember 2020, among all Social Securit
the WEP, about 82% shubls 2dndopralf eoveverYO&Lsearning
SecuffUs yglly, the longer the individual worked
empl oyment i(np rcoovwiedreedd tjhoabts t he number of wor king
relativ.ellyn stthaibsl evou ¢ di baley wtoaikweetgi Ver ger el at
noncovered pension amount anlinaDemember 86&0al a
WEPaf fected befnicbfsidcaimer ieelsi gibbd e for Soefal Secur

y
s

23 CRS, based on unpublished data from Social Security Administration (SSA), Office of Research, Evaluation, and
Statistics (ORES) Tables W01 and WQ8anuary 2021
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thaeamceived a monthly nonc owe rneodr ep eamsdi can maomda vhn ty
Secur i tbye |[hoomrdfftiectr t he e fRieg@)rnef t he WEP

However, some workers may work a relatively sho
Social -cSoevceurreidt ypynd noncovered jobs , Stohcuisalresult i
Secur ntonmcaopensadowaf bt s . I n DecERalbfefre ¢c2202d0 ,b eanmeofni g i

who became eligible abautSolcli% lo fSetchuorsie yb eime f2i0cli7¢
han $1, 000 per month in noncovered pensions an
eneffaat eombhtwdbald>M™MO® per. Amomh dr) 9% recei-ved bet we
, 999 per month in noncovered pensiofiear and 1ess
ombingdetadsBdl 6AAn D, Pper mdbht h ) mont hly benefit
oa®t inicrlamdentr eitnc ome 1 e c(es wenkk dfdsysoend obtehdeerf istosu r
ther government transfers, earnings, Tretiremen

a0 —o

Figure 2. Distribution of WEP-Affected Social Security Beneficiaries by Monthly
Noncovered Pension Amount and Monthly Social Security Benefits, December 2020

AmongSocial Securitpeneficiaries with first eligibility in 2017

Percent of Social Security Beneficiaries

Monthly Social o
Security Benefits($)
5%
Q,
900 or more 9% 5% i
600-899
5%
W 300-599
4%

M Less than 300

o
/0

Less than 1,000  1,000-1,999 2,000-2,999 3,000-3,999 4,000 or more

Monthly Noncovered Pension Amount ($)

Source:CR S, based on unpublished data from SSA's ORES, Tabl e

Notes: Data reflectsbeneficiaries for whom noncovered pension amounts are avail@himonthly pension
amount represents the noncoveraggbvernmentpension amount at the time of initial fiin§ocial Security
benefits are measured by the primary insurance amount after tteeteof the WEP.

Recent Legislation on the WEP

Over the years, legislationr hmakbeeheaEPWesotduoced

This section summarizes!Toenggirselsas t&md gtmhees oldltTo e d
date.

LegislativetA on t heCWNEFPr esms t he 116

In th@ondwvwess, several phepowelbdwkaee i netpoadhede,
amentdee .WEPe opPprobesmadsed upon. These proposals
described below.
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H. R.(ttldd Social Securitiyt sF aciampSasnsiSekcttd iolfl ;201 9)
introducedatiyv Rebadcddemuelawi s3,0m019, and Senator
February 14, Tht9]legeslpawwd pcndehlvey uUWEIP and t he
government pP@R&@hvahof¢deces the Social Security
widorw)(se of insured workers i1if the spouse or widc
government nomp cowmamrtd AT hSo ccild Imi Siradcaont p.f t he YV
wo uhladw pipeltdo benefits payable T @Am mM@dnit@hsst afetcemt De
estimate aSsSaAOlfafbilcee) of the Chief Actuary (OCACT)

the WEP and the GP@ amogwl d crteudaurciea It hba llaencge (1 .

term cost) of the combbi)ne(ﬁ. S»% iafl >Beeailrlie yp a yrrucs
OCACT =estimated tha repealiamgngerl actthuea rWEBA wad
the combined trust fur?ﬁds by 0. 08% of taxable pa

71® hSeocial Security Fairness for F1ref1ghters z
enattorTobaney on Mabricll himccwlddiaigdte r fThien fire
olice officers with five ygrdrtslPofGRQ@ali

—_
-
“ o

ince 2004, legislation has reflec
nder current law with a new propo
hper o p or t i ownoaula pfptdhremurl e@ag@d | &Sre cSiarciit y b
arnings from covered and noncovered employment
y the raaveor ogde ceaaarereirngs f r o m-acvoevwreargeed eceammpnlionygnse 1

S

S

p

S ted a
u r

t

e

b

both coveredemplogymaonbver ed.Ba scecodmboinn etdh ee aersntiinngast
O

r

3

t

w

t

0

g

enefit for mul

CACT, among all current beneficiaries in 2018,
eceive an increase in Social Security benefits
1% would receive a lower benefit. In addition,
e current WEP would receive a *IMowwor kermse f it u
o are not affectwdub@df b & ett heedi rpprgonpto r WEiPo nbault f o r 1
os en omictohver ed whmp Bddywmentmor e yecaorvseeronefdn s mbps t ant i
hose with noncwhvoemaerde eenpd¢ pymegtnong obvetred pen
oups are exempt fitoheopwhhd eWEP fuuntdierre cbhemred iciar
benefit reduction c¢ompecleedgtiwsiltaht itohne bcausrerde notn 1tahw
f or wwlual dghmoaeai bthpt hold benefiocracicabtyahar chk ggs & ¢
providihgghdhar bend AaWERdfthet pa opwmn fchmits a la pfpa romw lha .
waseflecBEqdalnTrlkat ment (H. RP uaBdd%i3cd4 3IS4elrtviden t Is1 6Ac t

Congnanal.sR. im834€ongy/essRlutlhiec Servantae®sotectio

h
h
h
t
r

24 SeeCRS Report RL3245%ocial Security: The Government Pension Offset (GB&) alsaCRS In Focus IF10203,
Social Security: The Windfall Elimination Provision (WEP) and the Government Pension Offset (GPO)

25 Letter from Stephen C. Goss, Chief Actuary, SSA, to the Honorable Sherrod Brown, U.S. Senate, February 24, 2016,
https://mww.ssa.gowactsolvencyBSBrown_20160224.pdfl he projection was based on the intermediate assumptions

of the 2015 Social Security trustees rep@exable payrolls the totahmount of earnings in the economy thatis

subject to Social Security payroll and sefhployment taxes (with some adjustments).

26 Informal cost estimate provided to CRS by OCACT on June 14, 2018. OCACT estimatedthat repealingonly the
GPO would reduce #hlongrange actuarial balance of the combined trust funds by 0.06% of taxable payroll.

27 Qualified service is defined in 34 U.S.610284.

28 Letter from Stephen C. Goss, Chief Actuary, SSA, to the HonoKat Brady, U.S. House, July24, 20D,
https://mmww.ssa.gowactsolvencyKBrady _20190724.pdfT he projectios arebased on the intermediate assumptions
of the 20D Social Security trusteesreport.
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AcH. R. i454th'€@ongmal.sR. in3 3 hionlg)haess sdes criitbed belo
t hsisction andlde gihsel asteicvtei oc t i vif iy ngdieskke WEP in t

Treat ment oafndP ultlsi cc SSneprdwiaiolens bAcl tl ),
uaeaed emteaRicippv @Bir aJduyl y 24, 2019, and by Senat
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a for 1individuSaolcsi aw hbde enteeerforiat2s@y2 2 1 o gi bhe¢e ef or
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= -
-~
B
8
&
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uals becoming eligible bet ween 2022 and
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R. (4iPeb® 1 ic Servants Protection and Fairness A
chard E. Neal on Stebp tRe mb3¢de3 42 @ g i 2hDadwel o 51 md ud d
pdtahWé& P wiltehw proportional formula for individnu
cial bSencedrittsy i Ho @02 erkh.r RO k &1 iwnhdoi vbi edcucamh e
igible ivwno ulH@d¥ 2 cabtihvbea hegher of theilravwenefit u
t
s

g@m’*’;um O 0T O g D

he propor Al » puanl deefirco r mwmlta .l aw, workers with 3¢
tantial earnings and those not receiving no
WE?. prophapk owauWlcdbatetpay moemstailfitneer

c tfroerantt-wpo ¢ E ad diwsoartkleerd b earfef feicct ieadr ibeys (tuhpe c urr er
$150 ,petruftmtamdathpe ndbéme¢ bppatyeme nthha woaddda s h

94 iving alhasprmsepeossatl d be covered by transfer
mues . In 2019t h OCACHeeceb¢gmatation wehlyld incre
out §$3@maibliy lfobemt whenr 0,2 Owehpincdh AwGoud ds bd 1 e
onGetnheer al Fund of I het Bfe7S5 oylegpdrassynprc v g d a m

st woul dni memmoamfie Bibadf t baxtabd ep pa joegortabnd a n d
come would aimec raenmrostem tbnyw ift thhes sGa meanr alhu Fuhdving n
ignificandgomlifreecdd Saornt st thref #¥h bal ance.

nd dai tHi. BRn , (5t5h2e9 Social Security Equity Act of 201
dam Smith on DecembeladdadtghOel 9c-luar whedWBP i If lo r vnar d la d

uc ht it haWEP benfdn tanfofeedcotcekdeopusl d bree llaotwievre t o cur r
adw.

I ST I H e B T C I )
BornrogooBo¢e

— o o

Legislative ActivittyComgreses WEP in th

The Social Security Fairness oAlente ywaDsa vrisi mtnr d
202H. R) ,82nd Senator SherrSo.d BY bdves Phhe tApvaely 22,

29 |bid.

30 Letter from Stephen @Goss, Chief Actuary, SSA, to the HonoraRiehard Neal, U.S. Hous&eptember 30, 2019
https://mww.ssa.gowactsolvencyRNeal 20190930.pdfT he projections areased on the intermdate assumptions of
the 20D Social Security trustees report.

31H.R. 5529ould have revised the current WEP formula for the PIA computationto (1) lower from 30 to 25 the

number dyears of coverage required for exemption from the WEP; (2) alter the determination of partial exemptions

for those who have more than 20 but less than 25 years of coverage; and (3) reduce the amount of earnings required for
ayearofcoverage (i.e.,lome t he “substantial earnings” threshold for a ye
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32 _etter from Stephen C. Goss, Chief Actuary, SSA, to the HonoRatteard Neal, U.S. Housépril 1, 2021,
https://www.ssa.gowactsolvencyRNeal 20210401.pdfT he estimates almsed on thapdated baselinef the 20
Social Security trustees repamtermediate projections, reflecting pandemic andrecession effects, available at
https:/mwww.ssa.gowactbolvencylUpdatedBaseline_20201124.pdf

33 Letter from Stephen C. Goss, Chief Actuary, SSA, to the HonoKahii Brady, U.S. HouseNovember 3, 2021
https://mmww.ssa.goDACT /solvencyKBrady 20211103.pdfT he estimates ablsed on thimtermediate assumptions
of the 2021Social Security trustees report
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amount owfou$lsd, D0G0oenx etnhfde nWeEfPi c i ar i e smownhtohsley ¢ o mbi n e
benefits from SociaplubSleiccuapibt¢ays waonade n$oSn c5cd0vWe raend §$ 6
would be subject to he paswhautdido WhbpPlye docbearwfiTh
mont hs afhcdedmetdcad od t his
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Appendix. WE PAf f e ct e d B gbnye fSitcaitaer i e

Table A-1. Percentage of Social Security Beneficiaries in Current Payment Status
Affected by the WEP, by State and Type of Beneficiary, December 2020

Type of Beneficiary

Retired Disabled Spouses and
State All Beneficiaries Workers Workers Children
Total 3.0% 4.0% 0.2% 2.2%
Alabama 1.6% 2.3% 0.1% 1.1%
Alaska 11.6% 15.2% 0.5% 6.4%
Arizona 2.7% 3.3% 0.1% 2.0%
Arkansas 1.5% 2.2% 0.1% 0.8%
California 4.4% 5.7% 0.3% 2.8%
Colorado 7.5% 9.5% 0.8% 4.0%
Connecticut 3.0% 3.8% 0.1% 1.6%
Delaware 2.0% 2.5% 0.1% 1.4%
District of Columbia 8.7% 11.9% 0.3% 4.0%
Florida 2.2% 2.8% 0.1% 1.8%
Georgia 3.0% 4.1% 0.1% 1.5%
Hawaii 4.1% 4.8% 0.2% 4.3%
Idaho 2.5% 3.2% 0.2% 1.8%
lllinois 4.4% 5.8% 0.1% 2.3%
Indiana 1.3% 1.7% 0.1% 0.9%
lowa 1.3% 1.6% 0.1% 0.8%
Kansas 1.7% 2.2% 0.1% 1.1%
Kentucky 2.5% 3.8% 0.1% 1.1%
Louisiana 5.2% 8.0% 0.4% 2.5%
Maine 5.5% 7.5% 0.1% 2.5%
Maryland 4.6% 5.9% 0.2% 3.0%
Massachusetts 6.4% 8.7% 0.3% 2.8%
Michigan 1.0% 1.3% 0.1% 0.7%
Minnesota 1.6% 2.0% 0.1% 0.9%
Mississippi 1.4% 2.1% 0.1% 0.9%
Missouri 3.1% 4.3% 0.1% 1.3%
Montana 2.7% 3.4% 0.1% 2.0%
Nebraska 1.6% 2.0% 0.1% 1.0%
Nevada 6.3% 8.0% 0.4% 3.6%
New Hampshire 2.8% 3.7% 0.2% 1.5%
New Jersey 1.4% 1.8% 0.1% 1.2%
New Mexico 3.1% 4.1% 0.2% 2.4%
New York 0.9% 1.2% 0.0% 0.7%
North Carolina 1.5% 1.9% 0.1% 1.0%
North Dakota 1.7% 2.2% 0.1% 1.1%
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Type of Beneficiary

Retired Disabled Spouses and

State All Beneficiaries Workers Workers Children
Ohio 6.4% 8.8% 0.4% 3.2%
Oklahoma 2.2% 3.0% 0.1% 1.4%
Oregon 2.1% 2.6% 0.1% 1.6%
Pennsylvania 1.3% 1.7% 0.1% 1.0%
Rhode Island 2.6% 3.6% 0.1% 1.2%
South Carolina 1.6% 2.2% 0.1% 1.2%
South Dakota 2.2% 2.7% 0.1% 1.3%
Tennessee 1.5% 2.0% 0.1% 1.0%
Texas 4.4% 6.1% 0.2% 2.3%
Utah 3.3% 4.3% 0.2% 2.5%
Vermont 1.7% 2.2% 0.0% 1.2%
Virginia 3.1% 4.0% 0.1% 2.4%
Washington 25% 3.1% 0.1% 2.2%
West Virginia 1.3% 2.0% 0.1% 0.9%
Wisconsin 1.0% 1.3% 0.0% 0.7%
Wyoming 2.2% 2.8% 0.2% 1.4%
Outlying Areas and

Foreign Countries 6.8% 8.7% 0.3% 9.7%

Source: CRS analysis of data from the folimg sources: SSA, ORES, Tablddajuary 202(unpublished)and
SSA, ORE ongressional Statistic020,released May021 https://best.ssa.ggulicydocsfactsheets/
cong_statshdex.html

Notess The col umn *“ Al l Beneficiaries” includes survivor benef
“Outlying Areas and Foreign Co u ecurityibeneficiariesrwbdseustheesr a s mal | n
area is unknown.
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