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Summary
Both target effectiveness and administrative 
simplicity are desirable properties in the design 
of minimum benefit packages for public retire-
ment programs. The federal benefit rate (FBR) 
of the Supplemental Security Income (SSI) 
program has been proposed by some analysts 
as a potentially attractive basis of establishing 
a new minimum benefit for Social Security on 
both of these grounds. This type of proposal is 
related to a broader array of minimum ben-
efit proposals that would establish a Social 
 Security benefit floor based on the poverty rate.

In contrast to Social Security, the SSI 
program is means tested, including both an 
income and asset screen and also a categorical 
eligibility screen (the requirement to qualify 
as aged or disabled). The SSI FBR provides an 
inflation-adjusted, guaranteed income floor for 
aged and disabled people with low assets.

The FBR has been perceived by proponents 
as a minimal measure of Social Security ben-
efit adequacy because it represents a subpov-
erty income level for a family of one or two 
depending on marital status. For this same 
reason it has been seen as a target-effective 
tool of designing a minimum Social Security 
benefit. An FBR-based minimum benefit has 
also been viewed as administratively simple to 
implement; the benefit can be calculated from 
Social Security administrative records using 

a completely automated electronic process. 
Therefore―in contrast to the SSI program 
itself―an FBR-based minimum benefit would 
incur virtually no ongoing administrative costs, 
would not require a separate application for a 
means-tested program, and would avoid the 
perception of welfare stigma.

While these ideas have been discussed in 
the literature and among policymakers in the 
United States over the years, and similar pro-
posals have been considered or implemented 
in several foreign countries, there have been 
no previous analyses measuring the size of the 
potentially affected beneficiary population. 
Nor has there been any systematic assessment 
of the FBR as a measure of benefit adequacy or 
the tradeoffs between potential target effective-
ness and administrative simplicity.

Based on a series of simulations, we assess 
the FBR as a potential foundation for mini-
mum Social Security benefits and we examine 
the tradeoffs between administrative simplicity 
and target effectiveness using microdata from 
the 1996 panel of the Survey of Income and 
Program Participation (SIPP). Our empirical 
analysis is limited to Social Security retired-
worker beneficiaries aged 65 or older. We start 
with the assessment of the FBR as a measure 
of benefit adequacy. We are particularly con-
cerned about two types of error: (1) incorrectly 
identifying some Social Security beneficiaries 
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as “economically vulnerable,” and (2) incorrectly 
identifying others as “not economically vulnerable.” 
Operationally we measure economic vulnerability by 
two alternative standards. One of our measures consid-
ers beneficiaries with family income below the official 
poverty threshold as vulnerable. Our second measure 
is more restrictive; it uses a family income threshold 
equal to 75 percent of the official poverty threshold.

We find that a substantial minority of retired work-
ers have Social Security benefits below the FBR. 
The results also show that the FBR-based measure of 
Social Security benefit adequacy is very imprecise in 
terms of identifying economically vulnerable people. 
We estimate that the vast majority of beneficiaries 
with Social Security benefits below the FBR are not 
economically vulnerable. Conversely, an FBR-level 
Social Security benefit threshold fails to identify some 
beneficiaries who are economically vulnerable. Thus 
an FBR-level minimum benefit would be poorly tar-
geted in terms of both types of errors we are concerned 
about. An FBR-level minimum benefit would provide 
minimum Social Security benefits to many people 
who are clearly not poor. Conversely, an FBR-level 
minimum benefit would not provide any income relief 
to some who are poor. The administrative simplicity 
behind these screening errors also results in additional 
program cost that may be perceived as substantial. We 
estimate that an FBR-level minimum benefit would 
increase aggregate program cost for retired workers 
aged 65 or older by roughly 2 percent.

There are two fundamental reasons for these find-
ings. First, the concept of an FBR-level minimum 
benefit looks at the individual or married couple in 
artificial isolation; however, the family is the main 
consumption unit in our society. The income of an 
unmarried partner or family members other than a 
married spouse is ignored. Second, individuals and 
couples may also have income from sources other 
than Social Security or SSI, which is also ignored by a 
simple FBR-based minimum benefit concept.

The substantial empirical magnitude of measure-
ment error arising from these conceptual simplifica-
tions naturally leads to the assessment of the tradeoff 
between target effectiveness and administrative 
simplicity. To facilitate this analysis, we simulate 
the potential effect of alternative screening methods 
designed to increase target effectiveness; while reduc-
ing program cost, such alternatives also may increase 
administrative complexity. For example, considering 
the combined Social Security benefit of a married 
couple (rather than looking at the husband and wife in 

isolation) might substantially increase target effective-
ness with a relatively small increase in administrative 
complexity. Adding a family income screen might 
increase administrative complexity to a greater degree, 
but also would increase target effectiveness dra-
matically. The results also suggest that at some point 
adding new screens―such as a comprehensive asset 
test―may drastically increase administrative com-
plexity with diminishing returns in terms of increased 
target effectiveness and reduced program cost.

Whether a broad-based minimum benefit con-
cept that is not tied to previous work experience is 
perceived by policymakers as desirable or not may 
depend on several factors not addressed in this article. 
However, to the extent that this type of minimum 
benefit design is regarded as potentially desirable, the 
tradeoffs between administrative simplicity and target 
effectiveness need to be considered.

Introduction
The Supplemental Security Income (SSI) program’s 
monthly income guarantee―the federal benefit rate 
(FBR)―has entered policy discussions of the ade-
quacy of benefits for Social Security beneficiaries in 
two ways. First, it has been described as one possible 
standard to judge the adequacy of the benefits pro-
vided by the Old-Age and Survivors Insurance (OASI) 
program. Second, the FBR is the basis of some Social 
Security minimum benefit proposals.

Thompson (2004) describes the federal SSI guaran-
tee for a single individual as one of several adequacy 
benchmarks. The various benchmarks Thompson dis-
cusses―such as the poverty line for a single individual 
or the minimum wage―differ in their generosity and 
rationale. In contrast to the poverty line, the FBR may 
be seen as an appealing standard of adequacy because 
it represents an existing income guarantee for the 
elderly, as opposed to a measurement tool. In addi-
tion, Social Security benefit amounts can be directly 
observed in administrative records, while establish-
ing family poverty status requires survey interview 
or other data. However, while the poverty measure 
considers the family as the unit of measurement and 
accounts for all sources of income, using the FBR as a 
measure of Social Security benefit adequacy limits the 
analysis to Social Security benefits and, thus, ignores 
all other sources of income. Further, when using the 
FBR, the focus of the analysis becomes the Social 
Security benefits of the individual and his or her pos-
sible spouse, and it moves away from the income of 
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the family, which is the principal consumption unit in 
our society.

The minimum benefit is not a new concept in Social 
Security policy. A broadly applicable minimum benefit 
was established by the 1939 Amendments to the Social 
Security Act. Subsequently it has been criticized as 
insufficiently targeted and was eventually eliminated 
by the 1981 amendments. A more targeted, “spe-
cial” minimum benefit was established by the 1972 
amendments, but it affected only a small and dimin-
ishing group of beneficiaries (Olsen and Hoffmeyer 
2001/2002).1 In fact, Feinstein (2000) estimates that it 
will be impossible for anyone who becomes entitled 
to Social Security benefits in 2013 or later to receive 
the special minimum. Major Social Security reform 
proposals such as Kolbe-Stenholm, H.R. 1793 (1999), 
Graham, S. 1878 (2003), and the minimum benefit 
provisions of Models 2 and 3 of the President’s Com-
mission to Strengthen Social Security (2001) also tar-
get low earners with long-term attachment to the labor 
force.2 The application of the SSI FBR as a potential 
tool in establishing a Social Security minimum benefit 
is relatively new to policy discussions.

The proposal to establish a Social Security mini-
mum benefit at the FBR level (Herd 2005) is related 
to a broader array of less-targeted minimum benefit 
proposals that would establish a Social Security ben-
efit floor based on the poverty rate or some multiple 
thereof, with little or no conditioning on prior earnings 
history (McGarry 2000; Wasow 2004; Smeeding 1999; 
Smeeding and Weaver 2002).3 The “Resident Mini-
mum” proposal (Herd 2005) is universal and guar-
antees a flat benefit set at the federal SSI level for all 
elderly residents of the United States. The minimum 
benefit scenario analyzed by McGarry (2000) is also 
universal, but sets the minimum at the poverty line. 
The “Senior Income Guarantee” proposal (Smeed-
ing and Weaver 2002) provides a minimum benefit 
guarantee of 75 percent of the poverty line and would 
provide benefits to all Social Security beneficiaries at 
or above the normal retirement age. Wasow (2004) 
proposes a “New Minimum Social Security Benefit” 
that would provide a Social Security benefit guaran-
tee at the poverty line for households of retirees who 
receive at least 75 percent of their income from Social 
Security.4 According to a recent review (OECD 2007), 
minimum pensions play some role in almost half (14 
of 30) of the “first tier” of public pension systems in 
Organisation for Economic Co-operation and Develop-
ment (OECD) countries. The appropriate roles of more 
universalistic minimum benefits versus means-tested 

pension system components are widely discussed 
among experts in the developed world. In contrast to 
the United States, some OECD countries have sub-
stantial present or past experience with universalistic 
minimum benefit components in their public pension 
systems.

In 2005, the monthly SSI FBR was $579 for indi-
viduals and $869 for couples.5 The effective level 
was slightly higher for Social Security beneficiaries 
($599 and $889, respectively) because the first $20 of 
Social Security or other income is exempted from the 
SSI payment calculation. The poverty threshold for 
a one-person family with a householder aged 65 or 
older with no children was $9,367 per year in 2005. 
The corresponding figure for a two-person family with 
an elderly householder was $11,805. These thresholds 
are higher than the annualized effective SSI FBR of 
$7,188 for an individual (a monthly benefit of $579 
plus $20 multiplied by 12) and $10,668 for a couple 
in the same year (a monthly benefit of $869 plus $20 
times 12). The effective FBR amounts to roughly 
between 77 percent and 90 percent of the applicable 
poverty threshold for one- and two-person elderly fam-
ilies. Both the FBR and the official poverty threshold 
are indexed to inflation. The FBR increases with the 
same automatic cost-of-living adjustment (COLA) that 
is applied to Social Security benefits each January.6

The FBR may be a potentially attractive tool for 
designing a minimum benefit because of its promise 
to avoid some perceived drawbacks of alternative 
approaches. In contrast to minimum benefit provisions 
that are conditional on substantial work experience, an 
FBR-level minimum OASI benefit guarantee could be 
applied to all elderly OASI beneficiaries.7 Compared 
with minimum benefit approaches that are similar to 
the existing SSI program, the OASI minimum benefit 
would be an administratively simple way of reaching 
the targeted OASI beneficiaries without the imposition 
of a resource test. Yet, a minimum benefit based on the 
FBR may not be as target efficient as minimum ben-
efits based on other approaches. Further, it may be less 
cost effective. This article presents evidence relevant 
to the tradeoffs between administrative simplicity, 
target efficiency, and program cost.

The analysis here provides empirical data neces-
sary to assess (1) the usefulness of the SSI FBR as 
a measure of Social Security benefit adequacy, and 
(2) minimum benefit proposals that focus on the provi-
sion of FBR-level minimum Social Security benefits. 
Administrative simplicity is part of the appeal of this 
approach; the information necessary to measure ben-
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efit adequacy and to administer the proposed mini-
mum benefit would be available from administrative 
records. This simplicity, however, may result in error 
in classifying beneficiaries by economic vulnerability. 
We are particularly concerned about two types of clas-
sification error: (1) incorrectly screening in those who 
are not economically vulnerable, and (2) incorrectly 
screening out those who are economically vulnerable.8

Although there have been discussions on these 
issues in the literature and among policymakers, no 
reliable data have been published about the proportion 
of elderly retired-worker beneficiaries with benefits 
below the FBR, and no estimates are available to 
assess the target efficiency of FBR-related minimum 
benefit proposals. Without such information it is diffi-
cult to assess complex tradeoffs involving administra-
tive simplicity, distributional outcomes, and program 
cost. This study intends to fill this information gap, but 
does not attempt to judge the policy merits of specific 
reform proposals.

The rest of the article is organized as follows. First 
we briefly describe the data and methodology for the 
empirical analysis, and then provide information on 
the prevalence of Social Security benefits below the 
effective FBR among elderly retired-worker benefi-
ciaries. What follows is an analysis of SSI participa-
tion among elderly retired-worker beneficiaries with 
Social Security benefits below the effective FBR. Next 
we determine the quality of the FBR as a yardstick 
in assessing the adequacy of benefits using family 
income relative to the poverty threshold as the measure 
of economic well-being. In the section that follows, we 
assess the tradeoffs between administrative simplic-
ity and effective targeting, and finally we conclude by 
discussing areas for potential future research.

Data and Methodology
The source of data for this study is the 1996 panel 
of the Survey of Income and Program Participa-
tion (SIPP) matched to Social Security administra-
tive records. The sample universe here is limited to 
Social Security retired-worker beneficiaries aged 65 
or older in the United States’ noninstitutional popula-
tion in November 1996. The institutional segment of 
the elderly population (for example, those in nursing 
homes) are not included in our empirical estimates. 
Beneficiaries are defined on the basis of Social Secu-
rity participation (current-pay status) as reflected in 
records matched to the SIPP from the Social Security 
Administration’s (SSA’s) Master Beneficiary Record 
(MBR). In this article, “retired-worker beneficiary” 

is defined as a fully insured Social Security benefi-
ciary who receives benefits as a result of his or her 
own earnings record. Former disabled workers who 
automatically converted to OASI at the full retirement 
age are included in this definition of retired-worker 
beneficiary. Only retired workers are counted as refer-
ence persons in our individual-level analysis file; other 
OASI beneficiaries (such as dependents and survivors) 
are excluded from the sample frame.9

Our study methodology is based on the Office of 
Retirement and Disability Policy’s Financial Eligibility 
Model (FEM). The FEM is a static simulation model 
focusing on SSI financial eligibility, participation, and 
the assessment of various SSI policy options. The key 
elements of the FEM are described in Davies and oth-
ers (2002). The basic structure of the FEM is similar 
to the SSI model that has been developed by McGarry 
(1996, 2000), except that the FEM utilizes administra-
tive records matched to the survey data and contains 
a more detailed algorithm to establish SSI financial 
eligibility. This study extends the application of the 
FEM to the measurement of Social Security benefit 
adequacy and the assessment of OASI minimum ben-
efit proposals.

We briefly describe some key elements of the FEM 
below as we applied them to the subject of this study. 
A key element of the FEM is a financial eligibility 
calculator that estimates potential SSI income and 
resource eligibility for any sample member regardless 
of actual program participation.10 The eligibility calcu-
lator is based on detailed SSI income and asset eligi-
bility rules applied to survey data on income and assets 
reported in the SIPP. For those deemed financially 
eligible for SSI, the FEM calculates expected (hypo-
thetical) federal SSI payments based on the applicable 
FBR (individual or couple unit) and countable income 
from the SIPP.11

In this study we establish potential financial eligibil-
ity for “FBR-level” minimum Social Security benefits 
with some appropriate modifications. Since up to $20 
of Social Security income can be excluded from count-
able income, we define an “effective” FBR measure, 
derived simply by adding $20 to the applicable SSI 
FBR.12

We define a retired-worker “unit” as a retired 
worker without a spouse present (individual unit) or a 
retired worker with a spouse present (couple unit). If 
both spouses are aged 65 or older, this is identical to 
the SSI unit concept. If there is a nonelderly spouse, 
the SSI determination of whether to apply the indi-
vidual or couple FBR is more complicated. A sensitiv-
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ity analysis indicated that the inclusion or exclusion of 
retired workers with a nonelderly spouse makes very 
little difference in the estimates. Thus, we include the 
spouses of all Social Security retired-worker beneficia-
ries aged 65 or older, if any, without regard to the age 
of the spouse.

For each individual in the sample, we calculate both 
an “effective individual FBR” and an “effective unit 
FBR.” The effective individual FBR concept applies to 
each individual in the sample regardless of the pres-
ence of a spouse. The effective unit FBR concept is 
equal to the individual SSI FBR plus $20 for sample 
members without a spouse present and the couple 
SSI FBR plus $20 for those with a spouse present. By 
comparing the monthly retired-worker benefit recorded 
in the MBR to one of these “effective FBR” thresh-
olds, one can establish whether a sample member has 
Social Security benefits below or above the FBR.

These measures in conjunction with other data on 
beneficiary characteristics reported in the SIPP are 
then used to assess benefit adequacy and tradeoffs 
between administrative complexity, distributional 
outcomes, and potential program cost. In comparing 
various outcomes of interest, we focus on patterns 
and magnitudes of substantive importance. However, 
we also provide standard error estimates to facilitate 
the calculation of confidence intervals or to perform 
simple tests of differences in means that may be of 
interest to some readers.13 We do not model behavioral 
responses to alternative policy options―a simplifica-
tion that is probably more reasonable for the benefit-
claiming behavior of retired-worker beneficiaries 
beyond the full retirement age than would be the case 
for some other beneficiary groups such as disabled 
workers or early retirees.14

Prevalence of Social Security Benefits 
Below the Effective FBR Among 
Elderly Social Security Retired-Worker 
Beneficiaries
In order to provide an empirical estimate, one needs 
to deal with an ambiguity. As noted earlier, the SSI 
program distinguishes between two kinds of units―
“individuals” and “couples.” In order to account for 
economies of scale in consumption, the individual 
FBR is set at about two-thirds of the couple FBR. Are 
we to apply the individual FBR to the OASI benefits 
of the retired worker regardless of the presence or 
absence of a spouse, or should we apply the couple 
FBR to the combined benefits of the retired worker 
and spouse for married couples? The answer to this 

question has substantial effects on the estimates (see 
Table 1). When the individual FBR is applied to the 
individual benefit amount of the retired worker, we 
find that approximately one-fourth (23 percent) of 
retired workers have benefits below the FBR.15 How-
ever, when the unit concept is used, the proportion 
drops to 15 percent.

The difference, of course, is attributable to married 
couples. Using the individual FBR, we see that about a 
quarter (25 percent) of married elderly retired-worker 
Social Security beneficiaries appear to have Social 
Security benefits below the FBR, while the consid-
eration of the husband’s and wife’s combined Social 
Security benefits against the couple FBR cuts this 
estimate by more than half, to 12 percent. The relative 
position of the two groups is reversed as well. Using 
the “individual” concept would make the Social Secu-
rity benefits of married retired workers look relatively 
inadequate. In contrast, when the unit concept is used, 
the results are consistent with the generally accepted 
notion of greater economic vulnerability of the single 
elderly person.

Single Married All

19.3 25.2 22.6
(0.7) (0.7) (0.5)

19.3 12.1 15.2
(0.7) (0.5) (0.4)

2,966 3,700 6,666

a.

SSI = Supplemental Security Income; OASI = Old-Age and 
Survivors Insurance; FBR = federal benefit rate; N = the 
unweighted count of the number of observations for the 
denominator of the estimated percentages; SIPP = Survey of 
Income and Program Participation.

SOURCES: Authors' calculations based on November 1996 
data from the Survey of Income and Program Participation.

NOTES: Standard error estimates (in parentheses) reflect the 
assumption of simple random sampling. See U.S. Census 
Bureau (2001) for the adjustments that are needed to account 
for the SIPP sample design effect.

The effective FBR (for individual or unit) equals the 
applicable FBR plus $20 to account for the exclusion of up 
to $20 from any source, including Social Security, in the 
benefit calculation.

Table 1.
Percentage of Social Security retired-worker 
beneficiaries aged 65 or older with
Social Security benefits below the effective
SSI federal benefit rate

Measure

OASI benefit below 

effective individual  FBR a

N

OASI benefit below 

effective unit  FBR a
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Although policy discussions of applying the SSI 
FBR to the measurement of the adequacy of Social 
Security benefits are often unclear about the proposed 
use of the individual or couple FBR, the empirical 
differences are substantial. In the next two sections we 
will use the unit concept because it appears to provide 
a more reasonable measure of “adequacy.” Later we 
revisit the relationship between the two measures of 
benefit adequacy as potential screening variables in 
establishing a Social Security minimum benefit.

SSI Participation Among Elderly Social 
Security Retired-Worker Beneficiaries 
with Social Security Benefits Below the 
Effective Unit FBR
What is the extent of SSI participation among elderly 
retired-worker beneficiaries with Social Security ben-
efits below the effective unit SSI FBR? Overall, only 
about 20 percent of elderly retired-worker beneficiaries 
with Social Security benefits below the effective unit 
FBR participate in the SSI program.16

What are the reasons for SSI nonparticipation? The 
main reason for nonparticipation is the lack of SSI 
financial eligibility. As Chart 1 shows, we estimate 
that only about 30 percent of elderly retired-worker 
beneficiaries with Social Security benefits below the 
unit FBR are financially eligible for SSI. This amounts 

Chart 1.
Percentage distribution of Social Security retired-worker beneficiaries aged 65 or older
with Social Security benefits below the effective SSI federal benefit rate for individuals or couples,
by SSI income and asset eligibility status

SOURCE:  Authors' calculations based on November 1996 data from the Survey of Income and Program Participation.

NOTE: SSI = Supplemental Security Income.

Not eligible because of 
income only, 17%

SSI eligible, 30%

Not eligible because 
of assets only, 7%

Not eligible because of 
income and assets, 46%

to 4.7 percent of all Social Security retired-worker 
beneficiaries aged 65 or older.17 All elderly persons are 
categorically eligible for SSI, but applicants also need 
to meet an income and asset test. Almost half of all 
beneficiaries with below-FBR Social Security benefits 
(46 percent) fail to meet both the income and asset 
screens. An additional 17 percent meet the asset test 
but have incomes that are too high to qualify for SSI, 
while a smaller group of 7 percent meet the income 
screen but have countable assets above the asset 
threshold. Another way to look at these numbers is to 
observe that the majority of Social Security beneficia-
ries with below-FBR Social Security benefits (63 per-
cent) have countable income from sources other than 
Social Security benefits that would disqualify them 
from receiving SSI payments regardless of the asset 
screen.

Because SSI is a voluntary program, not all elderly 
who might be financially eligible for SSI actually par-
ticipate. In addition to financial eligibility, the person 
(or couple) also has to apply—provide SSA with the 
necessary personal financial information—and be 
determined eligible by SSA. We estimate that about 
63 percent of financially eligible retired-worker ben-
eficiaries participate in SSI. Thus over one-third do 
not participate in SSI, forming about 10 percent of all 
beneficiaries with Social Security benefits below the 
FBR.
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What are the key characteristics associated with 
SSI nonparticipation among financially eligible retired 
workers aged 65 or older with below-FBR Social 
Security benefits? A description of the demographic 
characteristics of the two principal subgroups: par-
ticipant and nonparticipant eligibles is presented in 
Table 2.

Several of the estimated differences between par-
ticipants and nonparticipants are fairly minor. Other 
differences are noteworthy—even though not all of 
them would meet stringent statistical significance 
requirements because of the small sample size and the 
SIPP design effect. Participants are more likely to be 
Hispanic and women than nonparticipants, and they 
are also less likely to be married. High school gradu-
ates are substantially overrepresented among nonpar-
ticipants. This may reflect perceived stigma or other 
factors associated with high school graduation status. 
Former Disability Insurance (DI) beneficiary status is 
positively related to SSI participation. These benefi-
ciaries usually have extensive past involvement with 
Social Security and may have previously received SSI 

on the basis of being categorically disabled. Access to 
Medicaid has additional value for participants and may 
contribute to the explanation of the pattern of rela-
tively high rate of participation among those with poor 
and fair self-reported health and former DI beneficiary 
status.

Financial incentives should also be considered here 
because there is considerable evidence showing that 
expected SSI payments are associated with the deci-
sion to participate in the SSI program. Consistent with 
past research, participants are eligible for a higher SSI 
payment than nonparticipant eligibles would be if they 
applied (Table 3). We estimate that the expected SSI 
monthly payment18 of nonparticipants is only 68 per-
cent of that of participants. This difference is counter-
balanced by the higher average Social Security benefit 
of nonparticipants. Note, however, that SSI nonpartici-
pation still results in a nontrivial average amount of 
foregone income among nonparticipants. The model-
predicted foregone SSI payment amounts to about 
23 percent of the retired worker’s Social Security 
benefit.19 The net result is that the combined Social 

Percent

Estimated
standard error 

(percent) Percent

Estimated
standard error 

(percent)

65 3 57 4
20 3 31 4
67 3 63 4
35 3 28 4
18 2 10 3
22 3 16 3
29 3 25 4
66 3 55 4
21 3 38 4
20 3 23 4

a.

SSI = Supplemental Security Income; DI = Disability Insurance; N = the unweighted count of the number of observations for the denominator 
of the estimated percentage; SIPP = Survey of Income and Program Participation.

Self-reported poor health

SSI eligibility has been estimated using the Office of Retirement and Disability Policy's Financial Eligibility Model (FEM) based on the 
SIPP. Participants who were estimated to be financially ineligible by the FEM are excluded from this table.

Table 2.
Percent with selected characteristics among participant and nonparticipant SSI eligiblesa

among Social Security retired-worker beneficiaries aged 65 or older

SOURCES: Authors' calculations based on November 1996 data from the Survey of Income and Program Participation.

Aged 80 or older

Self-reported fair or poor health
High school graduate

Former DI beneficiary

Nonparticipant

SSI participation status

Women
Married

Characteristic

Participant

247 137

NOTES: Standard error estimates reflect the assumption of simple random sampling. See U.S. Census Bureau (2001) for the adjustments 
that are needed to account for the SIPP sample design effect.

Resides in metropolitan statistical area
Black
Hispanic

N
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Security and SSI benefit of nonparticipants ($489) is 
slightly lower than the corresponding value for par-
ticipants ($519). However, if we assume SSI applica-
tion and award among nonparticipants, the combined 
value of Social Security and SSI benefits for the “unit” 
would be 12 percent higher for nonparticipants (see 
last row of Table 3).

In conclusion, only about one in five retired-worker 
beneficiaries with Social Security benefits below the 
FBR participates in the SSI program. The main reason 
for nonparticipation is the failure to pass the SSI 
financial eligibility screens; 70 percent of the total is 
estimated to be ineligible for SSI.20 We estimate that 
about 10 percent may be financially eligible, but do 
not participate.

Economic Well-being Among Elderly 
Retired-Worker Beneficiaries with Benefits 
Below the Effective Unit FBR
The results of the previous section imply that the 
vast majority of elderly retired-worker beneficiaries 
with Social Security benefits below the SSI FBR are 
not economically vulnerable if the yardstick of eco-
nomic vulnerability used is the SSI means test, liter-
ally applied. Nevertheless some of those beneficiaries 
might be classified as economically vulnerable if a 
broader measure of economic vulnerability, such as 
poverty status is applied. While the poverty line is not 
a foolproof “gold standard,” and in fact has been sub-
ject to methodological criticism,21 the poverty rate is 
still widely used as a social indicator and is useful for 
the assessment of broad patterns of economic vulnera-

Average
monthly
amount

(1996
dollars)

Estimated 
standard

error
(percent)

Average
monthly
amount

(1996
dollars)

Estimated 
standard

error
(percent)

334 6 393 9 59 118

371 8 477 21 106 128

134 6 91 6 -43 68

134 6 0 0 -134 0

148 7 13 5 -135 9

519 6 489 22 -29 94

519 6 580 21 61 112

-- --

a.

b.

c.

Table 3.
Actual and predicted Social Security benefit and SSI payment among Social Security retired-worker 
beneficiaries aged 65 or older who are estimated to be eligible to receive SSI payments, by SSI 
participation status

Benefit type

Participant Nonparticipant

SSI participation status

Nonparticipant 
minus

participant 
difference

(1996 dollars)

Nonparticipant 
average as a 

percentage of 
participant 

average

Model predicted SSI payment of retired worker b

Social Security benefit of "unit" a

Social Security benefit of retired worker

N

Model predicted Social Security plus

   SSI payment of "unit" a, c

Social Security plus SSI of "unit" a

Observed SSI payment of "unit" a

Observed SSI payment of retired worker

For individuals with spouse present includes benefit of retired worker and of spouse. For others it includes benefit of retired worker only.

This row represents hypothetical benefits calculated from SIPP data by the FEM model. For participants it is expected to be close to the 
observed SSI payment. For nonparticipants it is a hypothetical amount predicting the SSI payment the retired worker would be entitled to 
receive conditional on application and award. In  order to distinguish these hypothetical amounts from the observed amounts for other 
variables we use italics for this row.

The average monthly amounts are calculated by summing the observed Social Security benefit of the retired worker "unit," the model-
predicted SSI payment of the retired worker and the observed SSI payment of the spouse (if any). A simplifying assumption is that the 
model-predicted SSI payment would equal the observed SSI payment for the spouse. Since the average of this estimate is small, the
sensitivity of the overall estimates to this assumption should be minor.

247 137

NOTES: Standard error estimates reflect the assumption of simple random sampling. See U.S. Census Bureau (2001) for the adjustments 
that are needed to account for the SIPP sample design effect.

SSI = Supplemental Security Income; SIPP = Survey of Income and Program Participation; N = the unweighted count of the number of
observations for the denominator of the estimated percentages; -- = not applicable; FEM = Financial Eligibility Model.

SOURCES: Authors' calculations based on November 1996 data from the Survey of Income and Program Participation.
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bility. Whereas the SSI means test has been developed 
to administer a cash-assistance program and was not 
designed to serve as a general measure of economic 
well-being, the poverty line has been explicitly devel-
oped and is used for purposes of measuring economic 
well-being.

Applying poverty status as an indicator of economic 
vulnerability might result in a different pattern of 
economic well-being than indicated by SSI financial 
eligibility status for several fundamental reasons. First, 
the SSI eligibility rules use the “unit” concept that 
distinguishes only between “individual” and “couple” 
status. However, people live in a family, which is 
widely recognized as the appropriate consumption 
unit. Thus the presence and income of other family 
members, as well as other factors—such as economies 
of scale assumptions—affect comparisons between 
the two measures. Second, in some sense the SSI 
income eligibility measure is stricter than the poverty 
threshold because it ensures only a subpoverty level 
of income (Koenig and Rupp 2004). Third, the SSI 
income test is also less strict in some aspects because 
of exclusions from “countable” income. The test disre-
gards up to $20 of income from any source, up to $65 
of any additional earnings from work, and 50 percent 
of the remainder of earnings. This results in the SSI 

income test being less strict in certain situations, which 
is not as important in the context of the present study 
because earned income is relatively infrequent among 
the elderly. Fourth, SSI financial eligibility is affected 
by both an income and an asset test, while poverty 
status is strictly an income measure. The inclusion of 
an asset screen makes SSI financial eligibility a stricter 
measure than it would be if based on the SSI income 
test alone.

The distribution of all retired workers with Social 
Security benefits below the SSI unit FBR by fam-
ily income as a percentage of the poverty threshold 
is shown in Table 4. The categories therein roughly 
correspond to various measures of policy relevance. 
The 75 percent threshold indicates a strict measure of 
economic vulnerability, providing a useful measure 
in light of the SSI program’s target of guaranteeing 
income for individual and couple units at a level that 
is below the poverty threshold; 101–125 percent of 
the poverty line is often used to identify the “near 
poor.” Various programs—other than SSI—use income 
eligibility thresholds above 125 percent of the poverty 
threshold, typically not surpassing 200 percent of the 
poverty threshold. While the definition of “201 percent 
or more” as the top family income category is some-
what arbitrary, people with incomes above twice the 

Percentage 
distribution

Estimated 
standard error 

(percent)
Percentage 
distribution

Estimated 
standard error 

(percent)
Percentage 
distribution

Estimated 
standard error 

(percent)

11 1 27 2 4 1
20 1 44 3 9 1
8 1 6 1 8 1

16 1 12 2 18 1
46 2 11 2 61 2

Total percent 100 0 100 0 100 0

a. For retired-worker beneficiaries without a spouse present, the individual SSI FBR is used. For retired-worker beneficiaries with a spouse 
present, the couple SSI FBR is used.

1,089 370

NOTES: Standard error estimates reflect the assumption of simple random sampling. See U.S. Census Bureau (2001) for the adjustments 
that are needed to account for the SIPP sample design effect.

FBR = federal benefit rate; SSI = Supplemental Security Income; N = the unweighted count of the number of observations for the 
denominator of the estimated percentages; SIPP = Survey of Income and Program Participation.

SOURCES: Authors' calculations based on November 1996 data from the Survey of Income and Program Participation.

719

126–200
101–125

All Social Security retired-worker 
beneficiaries with benefits below 

the effective unit FBR a
Subgroup

SSI eligible

Table 4.
Percentage distribution of family income relative to the poverty threshold among Social Security
retired-worker beneficiaries aged 65 or older with Social Security benefits below the unit FBR,
by SSI financial eligibility status

76–100

Not SSI eligible

Family income as a percentage 
of poverty threshold

75 or below

N

201 or above
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poverty line form a category that may be considered to 
represent beneficiaries that are not meant to be targeted 
by cash-assistance programs that focus on the neediest.

The table displays wide disparities. Almost half (an 
estimated 46 percent) have family income above twice 
the poverty threshold, while about 30 percent are poor. 
Only 11 percent fall into the subpoverty category of 
75 percent or less of the poverty threshold, and the 
proportion “near poor” is relatively small.

Subgroup differences are also informative. In 
particular, there is substantial heterogeneity by SSI 
eligibility status. Table 4 compares the distribution for 
the 70 percent who are not SSI eligible with the distri-
bution of the 30 percent who are SSI eligible. Clearly, 
the majority of the group that is not eligible for SSI is 
relatively well off, and only about 13 percent are poor. 
In contrast, the rate of poverty is 71 percent for the 
SSI-eligible group. Thus it appears that employing the 
SSI financial eligibility screen is helpful in identifying 
those who are economically vulnerable.

How do our subgroups identified by the four 
principal reasons for SSI nonparticipation compare 

in economic well-being? We are particularly inter-
ested in two aspects: (1) the proportion that is clearly 
economically vulnerable and (2) the proportion that 
is clearly not economically vulnerable. Chart 2 com-
pares the five subgroups using a subpoverty threshold 
(75 percent of poverty line) and the poverty threshold 
(100 percent of poverty line). Only about 13 percent 
of the income-ineligible group is poor. In contrast, the 
proportion poor is around 70 percent for the two sub-
groups of eligibles and for the group that is ineligible 
as a result of the SSI asset test alone. There is a notable 
difference between eligible participants and the other 
two groups on the stricter 75 percent threshold mea-
sure. All but 15 percent of eligible participants have 
family income higher than the 75 percent subpoverty 
threshold.22 In contrast, a larger percentage of nonpar-
ticipating eligibles and the group ineligible because of 
the asset test alone have family income at or below the 
75 percent subpoverty threshold.

What about the proportion of elderly retired work-
ers that appears clearly not economically vulnerable? 
Chart 3 shows the proportion in each SSI eligibility/ 
participation category with family income above 

Chart 2.
Percent of elderly retired-worker beneficiaries with Social Security benefits below the unit FBR in each 
eligibility and participation status category with family income at or below 75 percent and 100 percent
of the poverty threshold

NOTE: FBR = federal benefit rate; SSI = Supplemental Security Income.

SOURCE: Authors' calculations based on November 1996 data from the Survey of Income and Program Participation.
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200 percent of the poverty line. Not surprisingly the 
proportion is highest (76 percent) for those ineligible 
because of both the asset and income screens. Con-
sistent with Table 4, a relatively large portion of those 
who are income ineligible have family income over 
200 percent of the poverty line. The three groups that 
were characterized by high rates of poverty—eligible 
participants, eligible nonparticipants, and ineligible 
nonparticipants as a result of the asset test alone—have 
relatively low proportions with family income above 
200 percent of the poverty line. Interestingly, the 
“eligible nonparticipant” group that had the highest 
proportion with family income below 75 percent of 
the poverty threshold also has the highest proportion 
above 200 percent of poverty among the three groups 
mentioned above. Thus family income well above the 

poverty line may contribute to SSI nonparticipation 
among eligibles.

The implications of the above findings are less 
definitive for the subgroup that is income eligible, but 
is asset ineligible according to current SSI standards. 
The poverty line measures only income. Thus it is pos-
sible that some of those with countable incomes below 
the FBR but countable assets above the SSI asset 
threshold might have very large assets and therefore 
would not be economically vulnerable in a broader 
sense.23

One way to approach this problem is to perform a 
sensitivity analysis. One of our sensitivity analyses 
excludes people whose assets are high enough to label 
them not economically vulnerable. This allows for 
the assessment of the economic vulnerability of the 

Chart 3.
Percent of elderly retired-worker beneficiaries with Social Security benefits below the unit FBR
in each SSI eligibility and participation status category with family income above 200 percent
of the poverty threshold

SOURCE: Authors' calculations based on November 1996 data from the Survey of Income and Program Participation.

NOTE: FBR = federal benefit rate; SSI = Supplemental Security Income.
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remaining group that is asset ineligible, but income 
eligible using SSI standards. The selection of the asset 
threshold for this sensitivity analysis is somewhat 
arbitrary. We present results using the median value of 
countable assets ($10,000) as the cutoff point.24

Another approach to sensitivity analysis that avoids 
the use of an arbitrary cutoff point is to transform 
assets to an income debit and treat this debit as count-
able income. Rupp and others (2003) and Davies and 
others (2004) consider this approach in investigating 
SSI reform options that focus on modifying the asset 
test.25 This approach results in a modified income 
screen that compares the sum of countable income 
under the status quo program and the annuitized value 
of countable assets to the FBR to establish a simulated 
SSI eligibility indicator.

Both approaches reduce the size of the “asset-
ineligible” target group by half. The remaining half is 
deemed economically vulnerable for purposes of this 
sensitivity analysis. The exclusion of those with assets 
above the median would result in a poverty rate of 68 
percent for the remaining subgroup that is deemed 
economically vulnerable using this technique. Like-
wise, the exclusion of those who would lose income 
eligibility as a result of the addition of annuitized 

assets would result in a poverty rate of 59 percent for 
a similar subgroup deemed economically vulnerable. 
Both results are qualitatively consistent with the over-
all finding of a relatively high poverty rate (70 percent) 
for the asset ineligible group (Chart 2). The results 
of the sensitivity tests with respect to the proportion 
below 75 percent of the poverty threshold also are 
comparable with the estimate presented in Chart 2 for 
the asset-ineligible group.

The qualitative conclusion from our sensitivity 
analysis is that reclassifying people with “high” assets 
as not economically vulnerable would reduce the size 
of the “asset ineligible” group judged to be economi-
cally vulnerable, but the remainder of the group would 
contain a relatively high proportion of economically 
vulnerable persons. Thus there are complex tradeoffs 
related to asset testing that arise from the conflict 
between the potential for substantial screening out	
error under a strict asset-test regime and a potentially 
salient screening in error in the absence of asset testing 
with clear implications for administrative complexity.

Another perspective is provided by comparing 
poverty-related outcomes for the baseline with a 
hypothetical unit FBR-level minimum benefit. Table 5 
provides this comparison for Social Security retired-

Status quo Hypothetical Difference Status quo Hypothetical Difference

1,089 30.6 28.1 2.5 11.1 4.0 7.1
(1.4) (1.4) (0.5) (1.0) (0.6) (0.8)

370 70.7 67.7 3.1 27.1 10.5 16.6
(2.4) (2.4) (0.9) (2.3) (1.6) (1.9)

Assets only 73 70.1 65.6 4.5 42.1 10.5 31.5
(5.4) (5.6) (2.4) (5.8) (3.6) (5.5)

Income only 199 12.8 11.1 1.7 0 0 0
(2.4) (2.2) (0.9) (0) (0) (0)

Both assets and income 447 5.6 3.4 2.2 0.5 0.5 0
(1.1) (0.9) (0.7) (0.3) (0.3) (0)

FBR = federal benefit rate; N = the unweighted count of the number of observations for the denominator of the estimated percentages;
SSI = Supplemental Security Income; SIPP = Survey of Income and Program Participation.

SOURCES: Authors' calculations based on November 1996 data from the Survey of Income and Program Participation.

NOTES: Standard error estimates (in parentheses) reflect the assumption of simple random sampling. See U.S. Census Bureau (2001) for 
the adjustments that are needed to account for the SIPP sample design effect.

Of which:

SSI eligible

Not SSI eligible because of—

Table 5.
Comparison of poverty outcomes under status quo baseline and hypothetical unit FBR-level
minimum Social Security benefit

Subgroup of Social Security
retired-worker beneficiaries N

Percent with family income below
official poverty threshold

Percent with family income below
75 percent of official poverty threshold

All Social Security beneficiaries aged 65
or older with benefits below effective
unit FBR
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worker beneficiaries aged 65 or older with benefits 
below the effective unit FBR. The first panel provides 
information on poverty outcomes, and the second 
panel shows subpoverty outcomes using 75 percent of 
the poverty threshold as the operational measure. In 
both panels, the first column gives the relevant out-
come under the status quo; the second column gives 
it for the hypothetical minimum benefit, and the third 
column gives the difference (status quo less hypotheti-
cal) in percentage points.26 The difference is a measure 
of the magnitude of reduction attributable to the hypo-
thetical unit FBR-minimum benefit. Overall, the data 
show substantial reduction in the proportion below 
the 75 percent subpoverty threshold (7.1 percentage 
points, representing a drop of over half of the base-
line rate), and a more modest, 2.5 percentage-point 
reduction in the rate of poverty. This pattern is not 
surprising because the simulated minimum uses the 
FBR threshold for individual or couple units, which 
is below the poverty threshold for couple units and 
roughly equals 75 percent of the poverty threshold for 
individual units. The subgroup patterns are not surpris-
ing in that the percentage-point reductions are largest 
for the subgroups that are the most disadvantaged 
under the status quo by the given outcome measure, 
although this conclusion does not hold for the poverty 
outcome in relative terms. Importantly, despite the 
larger percentage-point reductions, the two subgroups 
most disadvantaged under the status quo (SSI eligible 
and ineligible because of assets alone) are clearly the 
most disadvantaged under the simulated minimum 
benefit as well.

In conclusion, retired workers with Social Security 
benefits below the SSI FBR form a fairly hetero-
geneous group in terms of economic vulnerability. 
Almost half of them have family incomes above 
200 percent of the poverty threshold. This proportion 
is particularly high among those who are income-
ineligible for SSI, reflecting the importance of income 
sources other than the retired worker’s (and spouse’s) 
Social Security benefit. While SSI participants are 
often poor, SSI participation is associated with a low 
proportion of persons in extreme poverty. Two sub-
groups of retired-worker beneficiaries that stand out 
with relatively high prevalence of extreme poverty 
are nonparticipating SSI eligibles and those who are 
ineligible for SSI as a result of the asset test alone. As 
noted above, some people in the latter subgroup may 
appear economically vulnerable on the poverty mea-
sure but would not be treated as such by some other 
measure that would consider both asset levels and 

current income in defining economic vulnerability in 
some fashion.

Administrative Simplicity and Effective 
Targeting: What are the Tradeoffs?
As noted in the Introduction, the idea of providing a 
Social Security minimum benefit at the SSI FBR level 
has been suggested by some (for example, Herd 2005) 
as a method to reach the most economically vulner-
able in a manner that is administratively simple and 
that avoids welfare stigma. Policymakers may consider 
the tradeoffs between these potential advantages and 
other relevant factors such as program cost and target 
efficiency.

Given that only a minority of Social Security 
retired-worker beneficiaries with benefits below the 
effective FBR are eligible for SSI and given that SSI 
participation among eligibles is less than universal, the 
effect of a minimum benefit at the effective SSI benefit 
level would be more than merely substituting OASI for 
SSI benefits on a dollar-for-dollar basis. On the con-
trary, the net change would be a 25 percent increase in 
combined OASI and SSI benefits for affected indi-
viduals. We estimate the change in total program cost 
to be around 2 percent of aggregate OASI benefits to 
all retired workers aged 65 or older, with nontrivial 
implications for Trust Fund balances.27 Note that 
these estimates assume no behavioral effects on OASI 
participation, an assumption that may be more or less 
valid depending on the specific way an FBR-based 
minimum benefit might be implemented.28

Although the effective SSI payment standard is 
below the poverty level, the additional expenditures 
would not necessarily go to recipients in poverty for 
two reasons. First, the additional income sources of 
people with OASI benefits below the effective SSI 
payment standard may move them out of poverty. 
Second, people with very low Social Security retired-
worker benefits may live in families that are not in 
poverty because of the income of other family mem-
bers. We estimate that only 18 percent of the additional 
hypothetical spending would accrue to poor retired-
worker beneficiaries. This figure is low compared 
with that of the SSI program, which uses income and 
resource testing to target around 78 percent of program 
spending to people in poverty.29 The 18 percent figure 
is also low compared with all but one of the Social 
Security reform options targeting economically vul-
nerable elderly beneficiaries analyzed by Anzick and 
Weaver (2001).30



42 Social Security Bulletin • Vol. 67 • No. 3 • 2007

Given the relatively low-target efficiency of the pro-
posal to raise Social Security benefits to the FBR level, 
a closer look at the tradeoffs between administrative 
simplicity and effective targeting is warranted. We are 
particularly concerned about two types of classifica-
tion error: (1) incorrectly screening in nonpoor benefi-
ciaries, and (2) incorrectly screening out the “severely 
impoverished,” which we operationalize by classifying 
beneficiaries with family income below 75 percent of 
the poverty line as severely impoverished. The choice 
of using both a poverty and subpoverty level thresh-
old in the analysis is warranted by the fact that SSI 
was designed to provide subpoverty level income. As 
previously noted, the FBR is set at 90 percent of the 
poverty threshold for two-person couple families and 
77 percent for one-person families. Thus income above 
100 percent of the poverty threshold is clearly above 
what can be considered as “SSI level,” and income 
below 75 percent of the poverty threshold is clearly 
below “SSI level.” Income between 75 percent and 
100 percent of the poverty threshold may be consid-
ered as representing a “gray area.”

Using our measures of classification error we assess 
the potential tradeoff between administrative simplic-
ity and effective targeting. We start out with a measure 
identifying individual retired-worker beneficiaries with 
Social Security benefits below the effective FBR for 
individuals as the target population. This is the sim-
plest operational measure in that it requires only the 
comparison of the individual’s Social Security benefit 
with a constant dollar value regardless of the pres-
ence or absence of a spouse, family structure, income, 
or assets. The individual’s Social Security benefit is 
easily identifiable using Social Security administrative 
records on a monthly basis. Next we replace this mea-
sure with one that uses the “unit” concept of the FBR 
for individuals or couples.31

We continue our analysis by incrementally adding 
an income and an asset screen to the effective FBR for 
the retired-worker unit to explore whether there is a 
tradeoff between the increased administrative com-
plexity introduced by these additional screens and the 
accuracy of targeting. We use the SSI income and asset 
screens for this illustration, but note that there might 
be some other (perhaps simpler) ways of defining an 
income and an asset screen for purposes of establish-
ing a minimum Social Security benefit that have some-
what different properties in terms of administrative 
complexity and targeting error (for example, see Rupp 
and others 2003; Smeeding 1999).

Table 6 presents the screening properties of four 
alternative screening scenarios using 100 percent of 
the poverty threshold as the classification variable. 
The screening variable categories provide a mutu-
ally exclusive and exhaustive classification of all 
retired-worker beneficiaries aged 65 or older by the 
combination of poverty status (poor versus nonpoor) 
and screening status (screened in versus screened out) 
using the four different screening criteria identified by 
the rows of the table. Table 7 presents similar statistics 
using the 75 percent of the poverty threshold measure. 
While all of the statistics presented in these two tables 
are interesting and relevant, as noted before, the two 
most important statistics here are the “percent nonpoor 
screened in” (Table 6) and the “percent below 75 per-
cent of the poverty threshold screened out” (Table 7). 
Chart 4 highlights these two key measures that can be 
seen as error rates in some sense.

First we compare the percentage with an OASI 
benefit below the individual and unit FBR screens. The 
differences in terms of administrative complexity are 
relatively minor here. The unit FBR screen performs 
unambiguously better on both screening indicators. 
Compared with the individual FBR screen, the unit 
FBR screen reduces the percent nonpoor (incorrectly) 
screened in from 20 percent to 11 percent, and it 
reduces the percent below 75 percent of the poverty 
threshold (incorrectly) screened out from 10 percent to 
8 percent. These findings support our decision to focus 
on the properties of the unit FBR measure in earlier 
sections of this article.32

How does this improved performance of the unit (as 
compared with the individual) FBR screening variable 
translate into a reduction in the proportion incorrectly 
screened in among all who are screened in? A com-
parison of the first two bars of Chart 5 answers this 
question. By switching to the unit based screen, the 
percentage of nonpoor who are screened in is reduced 
by only about 10 percentage points—from 80 percent 
to 69 percent. These high percentages of screening-in 
error are explained by the dominance of the nonpoor 
in the overall sample of Social Security retired-worker 
beneficiaries—about 93 percent of all Social Security 
retired-worker beneficiaries are nonpoor (statistics 
not shown in the tables). Thus it is not surprising that 
target efficiency is relatively low even when the unit 
concept is used as we have seen above.

Given the high percentage of nonpoor incorrectly 
screened in using the FBR-level benefit screen, one 
may reasonably ask whether imposing additional 
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Screened
in

Screened
out

Screened
in

Screened
out

6,666 100.0 4.5 2.8 18.1 74.6 19.6 38.0

6,666 100.0 4.6 2.6 10.5 82.2 11.3 36.0

SSI income eligible 6,666 100.0 3.9 3.3 1.6 91.1 1.8 46.0
SSI income plus resource eligible 6,666 100.0 3.2 4.0 1.3 91.4 1.4 55.7

-- -- -- -- -- 6,107 b 559 c

a.

b.

c. N refers to the unweighted count of poor Social Security retired workers aged 65 or older.

N refers to the unweighted count of nonpoor Social Security retired workers aged 65 or older.

N refers to the unweighted count of Social Security retired workers aged 65 or older.

NOTES: OASI = Old-Age and Survivors Insurance; FBR = federal benefit rate; SSI = Supplemental Security Income; -- = not applicabe.

SOURCE: Authors' calculations based on November 1996 data from the Survey of Income and Program Participation.

Screening variable N a
Total

percent

Percent of
all nonpoor 
screened in

Percent of
all poor 

screened out

Poor Nonpoor

OASI benefit below unit FBR plus

OASI benefit below individual FBR

Table 6.
Percentage distribution of all Social Security retired-worker beneficiaries aged 65 or older, by poverty 
and screening status; percent of all nonpoor beneficiaries screened in; percent of all poor beneficiaries 
screened out

OASI benefit below unit FBR

N

Screened
in

Screened
out

Screened
in

Screened
out

6,666 100.0 1.7 0.2 21.0 77.2 21.4 9.6

6,666 100.0 1.7 0.1 13.5 84.7 13.7 7.9

SSI income eligible 6,666 100.0 1.7 0.2 3.9 94.3 4.0 9.7
SSI income plus resource eligible 6,666 100.0 1.2 0.6 3.3 94.9 3.4 32.8

-- -- -- -- -- 6,532 b 134 c

a.

b.

c.

N refers to the unweighted count of Social Security retired workers aged 65 or older.

N refers to the unweighted count of Social Security retired workers aged 65 or older with family income above  75 percent of the poverty 
line.

N refers to the unweighted count of Social Security retired workers aged 65 or older with family income below  75 percent of the poverty 
line.

OASI benefit below individual FBR

NOTES: OASI = Old-Age and Survivors Insurance; FBR = federal benefit rate; SSI = Supplemental Security Income; -- = not applicabe.

SOURCE: Authors' calculations based on November 1996 data from the Survey of Income and Program Participation.

OASI benefit below unit FBR

N

Income above
75 percent of

poverty threshold

Percent of all 
with family 

income below 
75 percent of 

the poverty 
threshold 

screened out

OASI benefit below unit FBR plus

Table 7.
Percentage distribution of all Social Security retired-worker beneficiaries aged 65 or older, by income 
below and above 75 percent of the poverty threshold and screening status; percent of all with family 
income above (below) 75 percent of the poverty threshold screened in (out)

Screening variable N a
Total

percent

Percent of all 
with family 

income above
75 percent of 

the poverty 
threshold 

screened in

Income below
75 percent of

poverty threshold
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Chart 5.
Nonpoor as a percent of all those screened in under four different screening scenarios

SOURCE: Authors' calculations based on November 1996 data from the Survey of Income and Program Participation.

NOTE: FBR = federal benefit rate.
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Chart 4.
Distributional effects of four alternative screening scenarios

SOURCE: Authors' calculations based on November 1996 data from the Survey of Income and Program Participation.

NOTE: FBR = federal benefit rate.
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screens that may increase administrative complex-
ity (as well as intrusiveness) have potential benefits 
in terms of improved target efficiency. We address 
this issue by first adding the SSI income screen and 
then adding the SSI asset screen incrementally to the 
unit FBR-level OASI benefit screen. Either of these 
screens would introduce some means testing, which is 
arguably not desirable because the OASI program has 
always been an earned benefit program. However, add-
ing one or both of these screens incrementally has the 
advantage of avoiding explicit means testing for the 
top 85 percent of elderly OASI retired-worker benefi-
ciaries—those receiving OASI benefits that already 
exceed the effective SSI FBR (see authors’ calculation 
from Table 1).33

The next addition—the SSI income screen—reduces 
the proportion of the nonpoor who are incorrectly 
screened in from 11 percent to 2 percent (Chart 4). As 
a result, the proportion nonpoor among those who are 
screened in drops from almost 70 percent to almost 
30 percent (Chart 5). This should be weighed against 
increased administrative complexity, administrative 
costs and intrusiveness, as well as against a modest 
increase in those persons below 75 percent of the pov-
erty threshold who are (incorrectly) screened out from 
8 percent to 10 percent (Table 7).34

In contrast, the incremental addition of an SSI-style 
asset test would reduce the percent nonpoor who are 
screened in only slightly—from an estimated 1.8 per-
cent to an estimated 1.4 percent (Chart 4)—but would 
dramatically increase the percent below 75 percent 
of the poverty threshold who are screened out from 
10 percent to 33 percent (Chart 4). As noted ear-
lier, our measure of economic vulnerability is solely 
income based, and therefore screening out error may 
be overstated from a broader perspective that considers 
very high assets to be a legitimate reason for screen-
ing out regardless of very low income.35 Overall, while 
the incremental addition of the SSI asset test would 
reduce program cost somewhat—as the introduction 
of any additional screen is expected to do—this is to 
be balanced against increased administrative complex-
ity, increased administrative costs, possibly increased 
screening out error, potential additional welfare 
stigma, and other negative factors. Among these other 
factors we acknowledge behavioral effects widely 
discussed in the literature. Perhaps the most prob-
lematic is the “spend-down” effects of the asset test: 
marginally disqualified people face strong incentives 
to reduce assets to a level that is below the applicable 
threshold.36 In addition, certain asset classes (housing, 

automobile) are favored through exclusions, while 
defined contribution pensions are not favored.37

In summary, the potential advantages of the pro-
posal to raise the minimum Social Security benefit for 
retired workers to the level of the SSI federal income 
guarantee are to be balanced against potential disad-
vantages. The disadvantages include relatively large 
program cost and relatively low target efficiency. 
Modifying the proposed approach by introducing some 
additional income screening could result in reduced 
program cost and increased target efficiency, but at 
the expense of increased administrative complexity 
and the possibility of an increase in perceived welfare 
stigma. As we have seen, however, if income screening 
is to be implemented incrementally (in addition to a 
“prescreening” based on OASI administrative records), 
about 85 percent of elderly Social Security retired-
worker beneficiaries would not be subjected to this 
additional, explicit, test. Although our results are less 
definitive concerning asset testing, they suggest that 
the incremental addition of an asset test (in addition 
to an income test) might substantially increase screen-
ing out error without obvious gains in program cost 
or target efficiency. These results concerning the asset 
test are less definitive than the findings concerning the 
effects of prescreening based on administrative records 
or income screening; some who appear to show high-
economic vulnerability based on current income may 
not be regarded as such once spend down (or potential 
spend down) from assets is explicitly considered. More 
work is needed on studying alternative approaches 
to asset testing and on examining the relationship 
between income and asset testing.

Concluding Comments
In this article we focused on the SSI FBR as a poten-
tial basis for designing a minimum Social Security 
benefit and limited our attention to elderly Social 
Security retired-worker beneficiaries. Future research 
may consider a broader range of minimum benefit pro-
posals, as well as additional target groups. We briefly 
discuss these potential extensions.

Analysts have proposed the poverty standard as a 
potential basis for evaluating the adequacy of Social 
Security benefits and as a basis for determining a mini-
mum Social Security benefit.

Although the poverty threshold is somewhat 
more generous than the FBR, the tradeoffs related to 
administrative implementation appear very similar. 
If one were to use the poverty threshold for a one- or 
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two-person family—depending on the presence of a 
spouse—as a minimum benefit threshold, the policy 
implementation would be similarly simple as with an 
FBR-level minimum benefit. The policy would, how-
ever, increase program cost even more than an FBR-
level minimum benefit and would be even less target 
efficient. The tradeoffs between administrative com-
plexity, program cost, target efficiency, and potential 
welfare stigma should also be very similar. Thus, the 
conclusions of this article seem applicable to a broader 
array of approaches that focus on the poverty measure.

Future research may also explore the SSI FBR as 
a measure of benefit adequacy and as a potential tool 
for establishing a minimum Social Security benefit 
for groups other than retired workers aged 65 or older. 
The most important of these other groups are elderly 
widow(er) beneficiaries, many of whom are economi-
cally vulnerable and a relatively high proportion of 
whom are SSI recipients (Rupp and others 2003). 
Other groups of Social Security beneficiaries, such as 
retired persons who retired before reaching the full 
retirement age and have not reached it by the survey 
reference month, raise additional policy issues not 
addressed in this article. Workers are eligible for early 
retirement beginning at age 62, and 8.7 percent of all 
retired-worker beneficiaries are aged 62 to 64.38	This	
age group is not automatically eligible for SSI (for 
persons aged 64 or less, a disability screen also has 
to be met), and early retirees are subject to an actu-
arial reduction of their Social Security benefit. Thus, 
whether and how to implement an FBR-related mini-
mum benefit for these beneficiaries raises important 
additional issues. Another important group, disabled-
worker beneficiaries, differs from retired-worker 
beneficiaries in many relevant aspects. Of particular 
relevance in the context of this study is that earned 
income is more important in this working-aged group 
than among retired workers as a result of the presence 
of nondisabled spouses and other family members. The 
practical effect is that some disabled-worker beneficia-
ries have family income well above the poverty thresh-
old. However, others, particularly those who are living 
alone, may have little or no income from sources other 
than Social Security, SSI, and the Food Stamp pro-
gram.39 There are other issues related to smaller groups 
of beneficiaries, such as the workers’ compensation 
offset, that would need to be carefully considered in 
terms of tradeoffs related to administrative simplicity.

Aggregate program cost could be substantially 
higher if these additional groups are considered as 
well. Each group would also raise somewhat distinct 
issues about potential behavioral effects, a subject 
we did not address here. Nevertheless, many of the 
qualitative findings in this study are expected to hold 
for each of these additional groups of Social Security 
beneficiaries.

Another direction for future research would be to 
examine Social Security minimum benefits in the con-
text of the transition to a solvent Social Security sys-
tem. The broad-based minimum benefit proposals we 
focused on in this analysis were treated in the context 
of the current, status quo, safety net for the elderly. 
In contrast, Social Security solvency proposals often 
include minimum benefits targeted toward individuals 
with long work histories but with low levels of earn-
ings and thus low Social Security benefits. A recent 
study by Favreault and others (2006) discusses both 
types of proposals, but provides longer-term estimates 
only for a set of reform scenarios with highly targeted 
minimum benefits. A logical follow-up study would 
assess the more universal minimum benefit proposals 
in the context of the long-term solvency of the Social 
Security system. Other things equal, movement toward 
a solvent Social Security system would be expected 
to increase the subset of beneficiaries that may qualify 
for the minimum benefit. However, the prevalence 
of poverty among the elderly is expected to decrease 
in the long run for reasons other than the reforms 
themselves, and this reduction may be substantial 
(Favreault and others 2006). Learning about the net 
effect of these opposing factors would be helpful for 
assessing the pros and cons of alternative minimum 
benefit proposals.

The relationship between Social Security and the 
SSI program may also be a subject for fruitful addi-
tional research. A related avenue for future research 
in evaluating the economic well-being of the elderly 
would be to further explore the role of assets owned by 
the elderly. This study used the standard poverty mea-
sure, which is based on income. The findings reported 
herein suggest that an asset screen could screen out 
many economically vulnerable people, yet the standard 
poverty measure fails to consider the characteristics 
and use of those assets in providing economic support.
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1 An important context here is the establishment of the 
SSI program (Public Law 92-603, enacted October 30, 
1972) that offers a guaranteed income floor for all elderly 
Americans who meet an asset test. The first SSI payments 
were made in January 1974.

2 See also FitzPatrick and others (2003) and Diamond and 
Orszag (2004). Sandell and others (1999) simulate the esti-
mated effects of minimum benefit provisions similarly struc-
tured as the subsequent Kolbe-Stenholm plan. Favreault 
and others (2006) provide a comprehensive review of recent 
minimum benefit proposals, most of them conditioning the 
benefit guarantee on years of covered earnings.

3 The original Social Security minimum benefit was 
similar to these more recent proposals in that it established 
a broadly applicable benefit floor, but differed in that it was 
not tied to a measure of benefit adequacy such as the official 
poverty threshold or the SSI FBR. We note, however, that 
the original minimum benefit amounted only to 56 percent 
of the individual FBR in 1980 (authors’ calculations based 
on Kollmann (2000) and the Annual Statistical Supple-
ment to the Social Security Bulletin, 2002, Table 2.A27 and 
Table 2. B1). The concerns leading to the “freezing” of the 
original minimum benefit by the 1972 amendments were 
largely influenced by the perceived windfalls that would 
have otherwise occurred under the 1972 act as a result of 
large anticipated increases in the minimum benefit relative 
to the poverty line.

4 Favreault and others (2006) discuss these proposals in 
more detail.

5 These rates apply to individuals and couples living in 
their own household. The FBR for individuals and couples 
living in the household of another is lower. SSI rules also 
establish a separate (much lower) FBR for persons living in 
Medicaid institutions. In the Social Security minimum ben-
efit simulations, we use the FBR for individuals and couples 
living in their own household. Note that Social Security 
administrative records do not contain information on living 
arrangements unless the beneficiary is a concurrent recipient 
of SSI.

6 The 2006 FBR is 4.1 percent higher than the 2005 
figures cited in the text. The 2006 FBR is $603 for eligible 
individuals and $904 for eligible couples. The correspond-
ing 2007 values are $623 and $934, respectively. This repre-
sents an additional 3.3 percent COLA increase. In 2008, the 
FBR is $637 for individuals and $956 for couples.

7 Insured status for OASI benefits generally requires 
40 quarters of Social Security–covered employment, which 
is roughly equivalent to 10 years of employment.

8 Salkever and others (2006) formalize judgments about 
the relative importance of these two sources of error in a 
cost-benefit framework.

9 Note, however, that spouses are considered in measur-
ing individual or couple unit status and in measuring Social 
Security benefits and SSI payments. Also, income-based 
measures consider the income of other family members.

10 SSI policy generally refers to “resources” rather than 
“assets” as is common in the analytic literature. Assets gen-
erally only involve an ownership test, but there is both an 
ownership and availability test for resources as defined by 
SSI program rules. Thus, while all resources are assets, not 
all assets are resources. In this article we use SSI rules for 
identifying countable resources, but often use the broader 
term of “assets” throughout the study to clarify the analytic 
distinction between “income” and “assets” as these terms 
are defined by economists.

11 In our simulations of FBR-level minimum Social 
 Security benefits, we consider only the SSI federal cash 
benefit guarantee for individuals and couples living in 
households. We ignore SSI rules that reduce SSI payments 
because of  the receipt of in-kind support and maintenance. 
Note that the SSI program also includes optional state cash 
benefits, and SSI recipiency status enters into the determi-
nation of eligibility for various in-kind benefits, such as 
Medicaid, food stamps, and housing assistance. Although 
important in their own right, none of these features of the 
SSI program are relevant to measuring an FBR-level mini-
mum Social Security benefit.

12 The qualitative results are fairly robust to the use of the 
traditional SSI FBR or the “effective” FBR measure.

13 In tables focusing on estimated means for various pop-
ulation segments, we provide standard error estimates that 
assume simple random sampling (SRS). Because the SIPP 
has a complex sample design, these estimates tend to under-
estimate the true standard errors. See U.S. Census Bureau 
(2001) for the adjustments that are needed to account for the 
SIPP sample design effect.

14 Note, however, that we had to make some assumptions 
about participation rates under alternative minimum benefit 
scenarios. We used the simplifying assumption of 100 per-
cent participation, which is reasonable as long as receiv-
ing the minimum does not require any action other than 
the standard application for Social Security benefits. For 
some minimum benefit scenarios involving income or asset 
testing, this may be an upper bound depending on how the 
application process is operationalized.
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15 This estimate reflects the U.S. noninstitutional popula-
tion in November 1996 as measured by the SIPP. We do not 
have comparable record data accounting for both the institu-
tional and noninstitutional population for November 1996. 
We were able to derive the corresponding statistics from 
the 100 percent Master Beneficiary Record for December 
2003; this estimate is somewhat lower, 19.4 percent. The 
differences may reflect a combination of true differences 
in the proportion and SIPP measurement error. Because the 
SIPP excludes the institutional population and has sampling 
error, some difference is expected even if there were no 
true differences in the November 1996 and December 2003 
proportions.

16 This amounts to roughly 3 percent of all Social Security 
retired-worker beneficiaries aged 65 or older in the U.S. 
noninstitutional population.

17 The standard error estimate assuming SRS is 0.3 per-
cent. See U.S. Census Bureau (2001) for the appropriate 
adjustment for the SIPP design effect.

18 By expected payment we mean hypothetical benefits 
that would be paid conditional on application and award. 
These amounts are calculated from the FEM on the basis 
of SIPP data for participating and nonparticipating eligibles 
using an identical algorithm. Note that the model-predicted 
hypothetical average benefit is virtually identical to the 
actual average for participants, suggesting that the model 
produces fairly accurate estimates.

19 This is calculated by dividing the model-predicted aver-
age SSI benefit of $91 for nonparticipants by the average 
Social Security benefit ($393) of the retired worker and tak-
ing percentages (authors’ calculations, 1996 dollars).

20 We note that some of those who are estimated not to 
be financially eligible, in fact, do participate in SSI. About 
1.8 percent of all beneficiaries with Social Security ben-
efits below the SSI FBR are estimated to participate in SSI, 
although they are classified as financially ineligible by the 
FEM. This amounts to about 8 percent of all SSI beneficia-
ries in the sample. The discrepancy may be attributed to a 
combination of measurement error (reporting error in SIPP 
or error in the measurement of financial eligibility in the 
FEM) and possible financial ineligibility among SSI partici-
pants. The overall results are highly robust to the possible 
misclassification of some participants as financially ineligi-
ble. We also note that some participants and nonparticipants 
we classify as financially eligible may in fact be ineligible 
because of the same measurement problems, but we do not 
have additional data to gauge the potential magnitude of this 
problem.

21 See Citro and Michael (1995) for an overview of 
poverty measurement issues. U.S Census Bureau (2005) 
provides poverty estimates using alternative measures of 
poverty. Koenig and Rupp (2004) analyze the robustness 
of using the official poverty measure by comparing it with 
a three-parameter experimental scale in estimating poverty 
outcomes for SSI recipients and discuss the economies of 

scale assumptions of SSI program design and alternative 
poverty measures. Rupp and others (2003) use three alterna-
tive poverty measures as tools for examining the effects 
of SSI reform options on elderly women. Zagorsky (2004) 
develops alternative measures of poverty that considers both 
income and wealth. Hurd and Rohwedder (2005) compare 
income- and consumption-based poverty measures and 
address the implications of problems with survey measures 
of asset income for poverty measurement. Koenig and oth-
ers (2004) simulate the effects of converting imputed asset 
income to countable income in calculating SSI financial eli-
gibility of the elderly on the distribution of income relative 
to the poverty threshold.

22 For both single and married couple units, the FBR is 
above the subpoverty threshold. Thus, it may sound counter-
intuitive for SSI participants to have family incomes below 
75 percent of the poverty line, but there are several legiti-
mate reasons. Perhaps most importantly, SSI recognizes 
only “individual” and “couple” units, while the poverty line 
is family based. Thus if there is an additional person in the 
family who is not part of the SSI unit (such as the sibling of 
an elderly SSI beneficiary) with zero income, family income 
may drop below 75 percent of the poverty line. Of course, 
SIPP measurement error may also result in family income 
measured to appear lower than 75 percent of the poverty 
line.

23 Accounting for assets in assessing the economic vulner-
ability of the elderly is an issue with wider implications for 
policy evaluation of the relationship between aging, widow-
hood, and economic vulnerability among the elderly. The 
conventional wisdom—derived from studies using income-
based measures of economic vulnerability—is that the 
older subgroups of the elderly (for example, those aged 80 
or older) are much more economically vulnerable than 
their younger peers. However, using consumption-based 
measures, Hurd and Rohwedder (2005) suggest that these 
discrepancies might be substantially smaller once the effects 
of the life-cycle patterns of asset accumulation and spend 
down on current consumption are accounted for. Zagorsky 
(2004) finds that the elderly are among the population 
subgroups whose poverty status is relatively sensitive to the 
consideration of wealth in addition to income.

24 We considered different methods to establish a cut-
off point. The $10,000 value seems reasonable from three 
different perspectives. First, it roughly corresponds to the 
inflation-indexed value (to account for changes in prices) of 
the 1974 SSI asset thresholds for individual and couple units 
that have not changed at all from 1974 to date in nominal 
terms. Second, even if one takes a generous view of the 
income-producing capacity of $10,000 countable assets 
(a conservative assumption in this context), the imputed 
monthly income stream would be relatively low. For 
example, with a 12 percent annual nominal rate of return the 
imputed monthly asset income would be roughly $100. This 
is reasonably low in light of the average of $374 SSI-count-
able income for this subgroup. Adding the $100 imputed 
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asset income results in an average of $474, a value that is 
below the effective FBR for both individuals and couples 
in 1996 (all numbers are in nominal 1996 dollars.) Finally, 
$10,000 is the median, a statistic with a clear intuitive 
meaning of representing “the middle.”

25 See also Zagorsky (2004) for the sensitivity of the 
amortization of asset stocks to income flows to assumptions 
about the interest rate and time horizon.

26 Note that the percentages reflect the subuniverse of 
retired-worker beneficiaries aged 65 or older with benefits 
below the effective unit FBR. Because only 15.2 percent of 
the universe of retired workers aged 65 or older have ben-
efits below the effective unit FBR (Table 1), the percentages 
in Table 5 translate into much smaller percentages relative 
to this broader universe.

27 These estimates assume instantaneous change in Social 
Security benefit and SSI payment amounts for retired-
worker beneficiaries and their spouses (if any) as a result 
of the simulated policy change. In this analysis we used 
November 1996 data from the SIPP matched to Social 
Security administrative records. The analysis was limited to 
retired workers aged 65 or older. For sample members, we 
calculated the status quo monthly Social Security benefits 
received (primary and secondary benefits combined), the 
individual’s SSI payment received, and the same quantities 
for a spouse beneficiary as applicable. For SSI recipients 
with an eligible spouse, half of the SSI couple benefit was 
allocated to the sample member and half to the spouse.

For the simulation scenario, we conducted separate analy-
ses for (a) retired workers without a spouse beneficiary, and 
(b) retired workers with a spouse beneficiary. For retired 
workers without a spouse beneficiary we identified those 
sample members whose monthly Social Security benefit 
were less than the individual FBR + $20. For 1996 this 
amounted to $490 per month. We assumed that the Federal 
SSI payment for the individual was to be eliminated under 
the simulation scenario, and the individual’s total Social 
Security benefit was raised to $490 per month in 1996. We 
calculated the net trust fund cost for the individual as $490 
less the individual’s combined Social Security benefit and 
federal SSI payment under the status quo. We created an 
aggregate amount of net trust fund cost by multiplying the 
per retired-worker cost with the weighted total of the retired 
workers. For retired workers with a spouse beneficiary, we 
used a similar procedure applied to the presumed “couple 
unit” and used the couple FBR in the calculations. We 
allocated 50 percent of the net trust fund cost (net ben-
efit increase) for the couple to the sample retired worker. 
Finally, we summed the aggregate net trust fund cost esti-
mate for the above two groups of retired workers.

Next we calculated the aggregate net trust fund cost 
estimate for retired workers as a percentage of the status 
quo and aggregate Social Security and federal SSI costs 
for the affected retired workers, as a percentage of the 

status quo aggregate Social Security benefit amount for all 
retired workers and as a percentage of status quo aggregate 
federal SSI payments for all retired workers. The denomina-
tors for these percentages were derived on the basis of the 
 November 1996 SIPP sample to assure internal consistency.

28 Interactions with Social Security’s early retirement 
program seem particularly relevant here. An FBR-based 
minimum Social Security benefit without changes related to 
the early retirement program may produce strong incentives 
for early retirement among low-income individuals. One 
possible way to deal with the issue would be to implement 
a minimum benefit that preserves an actuarial reduction for 
those who choose early retirement. The detailed discussion 
of interactions with early retirement is beyond the scope of 
this study.

29 For more information, see Davies and others (2004).
30 One of the options analyzed by Anzick and Weaver 

(2001) has an estimated target efficiency of 14 percent. 
However, the target efficiency of the other four options 
ranges from 28 percent to 35 percent.

31 In the previous sections, we focused on this second 
concept because it is relatively close to the “individual” 
measure in terms of administrative complexity, however it 
is based on a more reasonable assumption about economies 
of scale and is closer to the SSI approach. Nevertheless, 
we note that a number of operational issues would arise if 
a couple status measure would become an integral part of 
establishing the minimum benefit eligibility status of retired-
worker beneficiaries.

32 There are other relevant differences between these two 
measures that we acknowledge, but do not focus on here. 
Most importantly the “unit-based” measure is not neutral 
with respect to marital status, but arguably more reasonable 
in terms of the underlying consumption economies of scale 
assumption.

33 We realize that the unit FBR approach may require 
some changes in the way marital status is represented 
in administrative records or in the use of administrative 
records currently available with the understanding that this 
may introduce some measurement error.

34 Although screens for targeted assistance programs are 
designed to exclude those who are not intended to benefit 
from the policy, they may also have the unintended conse-
quence of excluding some who are targeted. In our case, the 
SSI income screen is based on a unit concept considering an 
individual and the spouse if present, but not other members 
of the family. If for example, there is an additional elderly 
family member with zero income, the unit income may 
not pass the SSI income screen but family income may be 
below 75 percent of the applicable poverty threshold.

35 Smeeding and Weaver (2002) consider whether their 
Senior Income Guarantee (SIG) proposal should include 
an asset test. They note that the Canadian Guaranteed 
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Income Supplement program does not include an asset test, 
but argue that such an approach is probably not politically 
viable in the United States. Thus the SIG proposal includes 
an asset test more generous than the SSI asset test, with 
thresholds of $20,000 in liquid assets for an individual and 
$30,000 for a couple, indexed for inflation for future years.

36 There is considerable literature on the negative effects 
of means-tested programs on savings. Neumark and Powers 
(1998) provide evidence suggesting that SSI reduces savings 
among households with heads who are near elderly and who 
are likely participants in the program.

37 Defined contribution (DC) assets are countable. 
Defined benefit (DB) pensions are considered only in the 
income test. For more information, see Parent (2006).

38 This statistic represents retired-worker beneficiaries in 
current-pay status. A much higher proportion of the stock of 
beneficiaries in current-pay status receives reduced ben-
efits (72 percent) as a result of early retirement. The major 
reason is that about half of new retired-worker awardees 
are aged 62 or older, and some additional retired-worker 
beneficiaries are awarded benefits before reaching the nor-
mal retirement age. The vast majority of this inflow of early 
retirees stay in the program beyond the normal retirement 
age with reduced benefits. In 2003 about 69 percent of new 
retired-worker awardees were aged 62-64. An additional 
9 percent were converted from the DI program with full 
benefits, and 22 percent were new awardees aged 65 or 
older (authors’ calculations based on the Annual Statistical 
Supplement to the Social Security Bulletin, 2004, Table 5.B5 
and Table 6.B5).

39 Technically, food stamps are regarded as in-kind ben-
efits and are not included in traditional income measures. 
However, there is a wide consensus among policy analysts 
that food stamp benefits are highly liquid and therefore bet-
ter regarded as cash-like benefits. Policy analyses sometimes 
use income and poverty measures that treat food stamp 
benefits as cash income. The National Research Council’s 
panel on poverty measurement recommended the inclusion 
of food stamps (and other “near-money” in-kind benefits) 
in their proposed measure of family resources (Citro and 
Michael 1995, 66). The qualitative results of our study 
appear invariant to the inclusion or exclusion of food stamp 
benefits in measuring family income and poverty status.
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