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Repealing Social Security’s WEP and GPO Rules
Would Be Misguided

By Kathleen Romig

Congtess faces mounting pressure from some current and retired public employees to repeal
Social Security’s Windfall Elimination Provision (WEP) and Government Pension Offset (GPO),
provisions designed to treat workers with work not covered by Social Security comparably to
workers whose whole careers are covered. The bill to repeal WEP and GPO, H.R. 82, includes no
offsetting tax increases or spending cuts, and so would worsen Social Security financing, moving the
trust fund’s reserve depletion date forward by a year and adding nearly $150 billion to the program’s
costs over the next ten years.

Far from targeting seniors most in need, repealing WEP and GPO would restore windfall benefits
to workers who did not pay into Social Security for much or all of their careers — and who have
other pensions that were designed to replace Social Security (that’s why they were exempted from
paying Social Security taxes on that employment). There is a case for updating the rules for workers
with earnings not covered by Social Security, using data that are available today but were not at the
time of WEP and GPO’s creation. But repealing them altogether would be costly and inequitable.

WEP and GPO Level the Playing Field for Workers Who Don’t Pay Into Social
Security

The WEP and GPO were established nearly 40 years ago to treat equitably workers who pay
Social Security taxes for their entire careers and those who do 7oz pay Social Security taxes on some
of their earnings — and thus do not earn Social Security benefits based on that work, instead
receiving workplace pensions designed to replace Social Security.! About 4 percent of workers work
in non-covered jobs, almost all of them public employees. About one-quarter of active state and
local government employees are in jobs not covered by Social Security; in addition, some federal
workers hired before 1984 are not covered. The pensions non-covered workers receive from this

1 Zhe Li, “Social Security: The Windfall Elimination Provision (WEP),” Congressional Research Service, March 7, 2022,
https://sgp.fas.org/crs/misc/98-35.pdf; Zhe Li, “Social Security: The Government Pension Offset (GPO),”
Congressional Research Service, March 7, 2022, https://sgp.fas.org/crs/misc/R1.32453.pdf.
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work are typically substantial — on average, beneficiaries affected by the WEP receive non-covered
pensions that are higher than the average Social Security retirement benefit.” (See Figure 1.)

Most WEP-Affected Beneficiaries Have Pensions Higher Than
Average Social Security Benefits

Monthly noncovered pension amount for workers affected by Social Security’s Windfall Elimination Provision (WEP)

Average Social Security
benefit ($1,658)

Less than $1,000  $1,000-$1,999 $2,000-$2,999 $3,000-$3,999 $4,000 or more
21% 17% 18% 15% 29%

Note: Social Security’s Windfall Elimination Provision (WEP) is designed to treat workers with work not covered by Social Security
comparably to workers whose whole careers are covered. Average Social Security benefit reflects retired worker benefits. All
figures are from December 2021.

Source: Zhe Li, “Social Security: The Windfall Elimination Provision (WEP),” Congressional Research Service, March 7, 2022. Social
Security Administration, Monthly Statistical Snapshot, December 2021, Table 2.

Moreover, most people with non-covered earnings receive Social Security in addition to their non-
covered pensions. This can occur for two reasons. First, they can become eligible for Social Security
worker benefits after working at least ten years in jobs that are covered by Social Security. Second,
they can become eligible for a Social Security spouse or survivors benefit based on their spouse’s
Social Security-covered work.

Determining the appropriate Social Security benefits for people who have worked outside the
system is difficult, because Social Security’s benefit formula is progressive — that is, benefits replace
a greater shate of previous earnings for low earners than for high earners.” Workers with earnings
outside the system can /ok like low earners, and therefore appear to qualify for benefits based on a
higher replacement rate, when in fact they have higher earnings and an additional pension to reflect
the non-covered earnings.

Social Security also provides dependent benefits for the lower-earning spouses and survivors of
retirees. Workers with significant outside earnings can look like they are a dependent spouse, even
when they aren’t because their total earnings (including their non-covered employment) aren’t lower
than their spouse’s.

2 Social Security Administration, Monthly Statistical Snapshot, August 2022,
https://www.ssa.gov/policv/docs/quickfacts/stat _snapshot/.

3 Social Security Advisory Board, “The Windfall Elimination Provision: It's Time to Cortrect the Math,” October 1, 2015,
https://www.ssab.gov/wp-content/uploads/2021/03/2015-WEP Position Paper 2015.pdf.
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To level the playing field, policymakers enacted the GPO in 1977 and the WEP in 1983. The
provsions adjust the Social Security benefits of some beneficiaries who also receive non-covered
pensions so that they don’t receive benefits based on an erroneous assumption that their incomes
during their working years was lower than they actually were. The WEP adjusts a person’s Social
Security worker benefit, and the GPO adjusts a person’s spouse or survivor benefit. The WEP and
GPO rules are intended to prevent beneficiaries who work outside the system from receiving overly
generous Social Security benefits, ensuring a more equitable program. (See Appendix for further
explanation.)

Congress intended the WEP and GPO to adjust affected workers’ Social Security benefits so that,
roughly speaking, their benefits would reflect the replacement rate they would have received if all of
their income had been in covered employment and their eligibility for spousal and survivor’s
benefits were determined based on their total income, not just their covered employment. However,
because the Social Security Administration (SSA) didn’t have data on beneficiaries’ non-covered
wages in 1983, they had to rely on rules of thumb based on beneficiaries’ non-covered pensions to
make the adjustments, making the formulas complex and the adjustments inexact. Some
beneficiaries get higher benefits than they would if their benefits had been calculated with the
correct replacement rate; others get lower benefits.*

In addition, the adjustments depend on beneficiaries’ non-covered pensions and years of covered
work, which they will not know for certain until the end of their careers. This can make it difficult
for affected beneficiaries to understand how the rules will affect them and to plan their retirements.
For example, it is impossible for SSA to provide an estimate of workers’ WEP and GPO reductions
in Social Security statements.

Without WEP and GPO, Non-covered Workers Would Receive Overly Generous
Social Security Benefits

To understand the effect of repealing the WEP, consider two people who each earned $40,000 a
year for 35 years, adjusted for growth in average wages. Suzy paid into Social Security every year,
while Stephen paid into Social Security for 15 years and worked outside the system for 20 years, not
paying Social Security taxes during those years. Because the Social Security benefit formula averages
the highest 35 years of a worket’s covered earnings, Suzy’s average earnings in the Social Security
benefit formula would reflect her full $40,000 salary — but Stephen’s would be the same as
someone who earned just $17,000 per year (40,000 x 15/35).

Suzy’s Social Security benefit at full retirement age ($1,661 per month or $19,932 annually) would
replace half of her average monthly covered earnings. If WEP were repealed, Stephen’s Social
Security benefit ($1,047 per month or $12,564 annually) would be relatively more generous,

4 One can compare the WEP to a “proportional” formula that calculates benefits based on the proportion of a
beneficiary’s career spent in covered work. About 61 percent of current beneficiaries affected by WEP would get more
under a proportional formula, averaging an additional $74 per month. The other 39 percent of current beneficiaries
affected by WEP would get less under a proportional formula, averaging a reduction of $55 per month. Letter to
Ranking Member Kevin Brady, November 3, 2021. Office of Chief Actuary's Estimates of Proposals to Change the
Social Security Program or the SSI Program, Social Security Administration, November 3, 2021,
https://www.ssa.gov/OACT/solvency/KBrady 20211103.pdf.
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replacing nearly three-quarters of his covered earnings, because Social Security’s progressive benefit
formula is more generous to low earners. In addition, Stephen would receive a pension reflecting his
non-covered employment that was intended to replace Social Security, which for a typical WEP-
affected beneficiary is over $2,000 a month. Stephen’s non-covered pension plus his Social Security
could be substantially higher than Suzy’s Social Security benefit.

Similarly, Stephen could appear to have significantly lower lifetime earnings than his spouse, based
only on his covered earnings, qualifying him for a Social Security dependent benefit. This could be
true even if he earned more than she did, and even though his non-covered pension means he’s not
dependent on his spouse. For example, if his spouse’s average annual indexed earnings were $35,000
and she died, Stephen’s Social Security benefit would increase by $480 to a total of $1,527 a month
($18,324 annually) if policymakers repeal the GPO rule. This is because he appears to have earned
about half of his wife’s lifetime wages — even though he actually earned more than she did. He
would also continue to receive his non-covered pension. Had they both worked entirely in Social
Security-covered employment, he wouldn’t be eligible for a survivors benefit because his lifetime
earnings were higher.

Repealing WEP and GPO Would Worsen Social Security’s Financing

In addition to providing windfall benefits to workers with non-covered employment, repealing the
WEP and GPO would worsen system financing. Social Security already faces a financing shortfall,
and this bill would move up Social Security’s trust fund depletion date by one year, from 2035 to
2034 — or possibly sooner.” Repealing WEP and GPO would increase Social Security’s costs neatly
$150 billion over the first ten years — or 0.12 percent of payroll over the program’s 75-year
projection period.’ The repeal bill before Congress, H.R. 82, does not include any offsetting tax
increases or spending cuts.’

Policymakers Could Update WEP and GPO Instead of Repealing It

More equitable and less costly alternatives to the repeal bill exist, including proposals by House
Ways and Means Committee Chair Richard Neal and Ranking Member Kevin Brady.® When
Congress enacted WEP and GPO, SSA didn’t have data on non-covered earnings, forcing
policymakers to use rough rules of thumb to adjust Social Security benefits of people with non-
covered earnings. At that time, SSA began collecting data on non-covered earnings, so now it has
complete earnings histories for all new beneficiaries. Because these new data are available, Congress
could write new rules for workers with non-covered pensions that are consistent with the original

5> Committee for a Responsible Federal Budget “WEP/GPO Repeal Would Mean Earher Insolvency for Social
Security,” July 21, 2022, https: . i

¢ Stephen C. Goss, Letter to Representatives Rodney Davis and Abigail Spanberger. Office of Chief Actuary's Estimates
of Proposals to Change the Social Security Program or the SSI Program, Social Security Administration, July 20, 2022,
https://www.ssa.gov/OACT/solvency/DavisSpanberger 20220720.pdf.

7 Social Security Fairness Act of 2021, H.R. 82, https://www.congress.gov/bill/117th-congress/house-bill/82/text.

8 Stephen C. Goss, Letter to Chairman Richard Neal, Office of Chief Actuary’s Estimates of Proposals to Change the
Social Secutity Program or the SSI Program, Social Security Administration, April 1, 2021,
https://www.ssa.gov/OACT/solvency/RNeal 20210401.pdf; Stephen C. Goss, Letter to Ranking Member Kevin
Brady. Office of Chief Actuary's Estimates of Proposals to Change the Social Security Program or the SSI Program,
Social Security Administration, November 3, 2021, https://www.ssa.gov/OACT/solvency/KBrady 20211103.pdf.
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intent of the adjustments for non-covered workers, to ensure that their benefits reflect a
replacement rate commensurate with their total income and that the determination about eligibility
for spousal or survivor benefits is based on their total income as well.”

With complete data on both covered and non-covered earnings, SSA could replace the WEP with
a formula that first calculates a worker’s benefit based on 4/ of a worker’s earnings (covered and
non-covered) and then adjusts that benefit amount based on the share of the worker’s earnings that
comes from covered employment. For example, if 75 percent of a person’s earnings come from
covered employment, then the person would receive a benefit equal to 75 percent of what they
would have received if all of their earnings had been in covered employment. This is called a
“proportional” approach because the worker’s benefit is proportional to the share of their total
income that comes from covered employment.

It is also possible to replace GPO with a formula that determines eligibility for spousal and
survivors benefits based on the worker’s total earnings, not just their earnings from covered
employment."’ Replacing the WEP with an updated formula would save Social Security 0.05 percent
of payroll over 75 years, and replacing both the WEP and GPO with updated formulas would save
0.08 percent of payroll."!

If instead of the WEP rule, a proportional formula applied to all beneficiaries with non-covered
work, several million more beneficiaries would have their Social Security benefits reduced by small
amounts, including many who worked too few years to vest in a pension based on their non-covered
work. One way to avoid this outcome would be to exempt workers with fewer than ten years of
non-covered work from any reductions to Social Security."

There is widespread support for shifting to a proportional formula for beneficiaries with non-
covered work. The Social Security Advisory Board, Bipartisan Policy Center, and a number of Social
Security experts have endorsed versions of a proportional approach, as did President Obama." In

9 Kathleen Romig, “A New Way to Treat Social Security Beneficiaries with Work Outside the System,” CBPP, March 21,
2016, https://www.cbpp.org/blog/a-new-way-to-treat-social-security-beneficiaries-with-work-outside-the-system.

10 To do so, SSA would calculate the amount of a non-covered worker’s Social Security retitement benefit based on all of
their earnings — covered and uncovered — and subtract that amount from the maximum spouse or survivors benefit
the person would qualify for.

11 Social Security Administration, Long Range Solvency Provisions, Chart B7.8,
https://www.ssa.gov/oact/solvency/provisions tr2021/charts/chart run443.html; Social Security Administration,
Long Range Solvency Provisions, Chart B7.10,

https://www.ssa.gov/oact/solvency/provisions tr2021/charts/chart run444.html.

12 One-quatter of state and local pension plans required at least ten years of employment to vest in 2010. Alicia H.
Munnell ez al., “The Impact of Long Vesting Periods on State and Local Workers,” Center for Retirement Research,
November 2012, https://crr.be.edu/wp-content/uploads/2012/11/slp26-1.pdf.

13 Commission on Retirement and Security and Personal Savings, “Report of the Commission on Retirement Security
and Personal Savings,” Bipartisan Policy Center, June 2016, https://bipartisanpolicy.org/download/?file=/wp-
content/uploads/2019/03 /BPC-Retirement-Security-Report.pdf#page=100; Congressional Budget Office, “Proposals
for Social Security - CBO's Estimate of the President’s Fiscal Year 2017 Budget,”
https://www.cbo.gov/system/filesrfile=2020-03/56248-2016-03-29-social-security.pdf; Peter A. Diamond and Peter
Orszag, “Reforming the GPO and WEP in Social Security,” Urban Institute, November 3, 2003,
http://webarchive.urban.org/publications/1000572.html; Jason J. Fichtner, “Restoring Equity and Fairness to the Social
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addition, Congressmen Neal and Brady have each proposed bills that would apply the proportional
formula to beneficiaries with non-covered work, as long as it provides a higher benefit than the
WEP. These bills only address the WEP, not the GPO, and cost $29 billion and $26 billion over ten
years, respectively, primarily because the bills include another provision that would also provide
additional benefits to beneficiaries currently affected by the WEP.

Security \X/mdfall Elimination Provision (\X/ EP) and Government Pens1or1 Offset (GPO) ” Mercatus Center March 22,
bli

windfall- ehmmanon Chantel Boyens ¢z al., “Reforming the Social Security WEP Exposes Weaknesses in State and Local
Pensions,” Urban Insutute March, 2019,

es in state and local pensions.pdf.
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Appendix: Windfall Elimination Provision (WEP)
and Government Pension Offset (GPO) Rules

The Windfall Elimination Provision (WEP)

For a typical worker, Social Security benefits are calculated based on the highest 35 years of work.
First, the agency calculates the worker’s average indexed monthly earnings (AIME), then enters it
into the Social Security benefit formula to calculate the worket’s basic benefit amount (known as the
primary insurance amount, or PIA). The formula is progressive, meaning it replaces a greater share
of earnings for people with lower earnings than for those with higher earnings. In 2022, the PIA
formula replaces 90 percent of the first $1,204 in AIME, 32 percent of AIME over $1,024 and up to
$6,172, and 15 percent of AIME above that amount.

For beneficiaries with substantial non-covered work, instead of replacing 90 percent of AIME up
to the first “bend point” ($1,024 in 2022), the current formula replaces 40 percent.'* The other two
parts of the PIA formula remain the same. However, the amount of the WEP reduction cannot
exceed half of the non-covered pension a worker receives, and the WEP does not apply to workers
with 30 or more years of covered work. There is also an adjusted formula for workers with 20 to 30
years of covered work, which limits the WEP reduction.

The Government Pension Offset (GPO)

Typically, Social Security beneficiaries can receive spouse benefits if their benefits are less than
half that of their living spouse’s benefits, and can receive survivors benefits if their benefits are less
than those of their deceased spouse’s. The amount of spouse or survivors benefits is reduced dollar-
for-dollar by the amount of beneficiaries’ retirement benefits based on their own earnings. This is
called the “dual entitlement rule.” Consider a woman who qualifies for a monthly $1,000 Social
Security retirement benefit, and her husband qualifies for a $1,500 benefit. When he dies, she would
receive a $500 survivors benefit (her husband’s $1,500 benefit minus her own $1,000 benefit), which
would be combined with her own retirement benefit of $1,000 for a total benefit of $1,500, equal to
the amount of her husband’s benefit when he was alive.

For beneficiaries with substantial non-covered work, the amount of their Social Security spouse or
survivors benefit is reduced by two-thirds of the amount of their non-covered pensions. Consider,
for example, a woman who receives no Social Security benefit based on her covered work but has a
$1,000 monthly pension based on her non-covered work, and her husband receives a $1,500 Social
Security benefit. When he dies, she would receive an $833 Social Security survivors benefit (her
husband’s $1,500 benefit, minus $667, or two-thirds of her non-covered pension) — in addition to
her $1,000 pension — bringing her total benefits to $1,833. Absent GPO, she would have received
the full $1,500 survivors benefit, for combined monthly pension benefits of $2,500.

14 The 40 percent factor is a rough approximation. It was a compromise between the House bill, which would have used
a 61 percent factor, and the Senate bill, which would have used a 32 percent factor. Li, “Social Security: The Windfall
Elimination Provision (WEP).”
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