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UNITED STATES CONGRESSWOMAN

PAT SAIKI
REPORTS FROM WASHINGTON, D.C.

CONGRESS OF THE UNITED STATES, HOUSE OF REPRESENTATIVES, WASHINGTON, D.C. — JULY 1990

The Social Security 
Earnings Limitation

Aloha!
I want to thank all of you who responded to my Social Security question­

naire. Your message came through loud and clear — protect the integrity 
of the Social Security System and the cost-of-living increases.

In this newsletter, I am reporting on another issue that has great impact 
on the financial security of seniors — the Social Security Earnings Limita­
tion test.

Many of you have written telling me that you want to continue to work or 
need to work after “Retirement,” but because of the earnings limitation test 
find that you cannot afford to work!

For instance, I recently received a letter from a constituent in Honolulu 
describing the dilemma she’s in because of the earnings limitation penalty.

She received a letter from the Social Security Administration requesting 
her to pay back thousands of dollars or go without receiving benefits for 
several months. The reason? Because in supplementing her Social 
Security benefits she went over the earnings limit! She said she needs to 
work full-time to pay her rent and grocery bills and cannot go without her 
job or Social Security benefits.

I agree there needs to be a change in the Social Security Earnings 
Limitation Test and I am, therefore, a co-sponsor of “The Older 
Americans Freedom to Work Act” to eliminate the earnings test.

There has been resistance in the Congress to consider this measure be­
cause it is thought that the repeal of the earnings limit would be too costly. 
However, I am encouraged by recent House action that would increase the 
limit and hopefully pave the way for consideration of the complete elimina­
tion of the earnings test.

I have outlined the provisions of the Older Americans Freedom to Work 
Act, and other legislative efforts, that would lessen the effects of the earn­
ings test.

As the Congress now moves into the home stretch, I urge you to keep 
me informed of your concerns.

Sincerely,

Patricia Saiki 
Member of Congress
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How the Earnings Limit Works
Once an individual is eligible for retire­

ment, and begins to collect social security
benefits, he or she is limited in the 
amount of income earned.

Age
Earnings
Limit Penalty

62-64
65-69 
70+

$6,840 Lose $1 in benefits for $2 over the limit
$9,360 Lose $1 in benefits for every $3 over the limit
No limit no penalty — can earn unlimited amount

It is important to remember that this 
policy only affects “earned” income. Non­
earned income, such as investment in­

come, interest income, or capital gains in 
not counted.

Only those who work are penalized.

BENEFIT CONSEQUENCES
When an individual works above the 

Earnings Limit, it has the same effect 
as a tax of an additional 33 percent on 
income.

An individual who earns just $10,000 
annually will face the equivalent of a mar­
ginal tax rate of 56 percent — twice the 
tax rate of millionaires!

EFFECTS ON THE LABOR SUPPLY
The Social Security earnings limit was 

originally enacted when life expectancies 
were generally shorter. It was felt that 
seniors should be given an incentive to 
retire, so that younger workers would 
have jobs available to them.

That situation no longer holds true 
today. Now, the U.S. Labor Department 
has warned of shortages in the labor mar­
ket, and employers in Hawaii are already 
experiencing severe difficulties in hiring 
experienced and dependable workers.

CONGRESSIONAL RELIEF
The Older Americans Freedom to 

Work Act would abolish the earnings limi­
tation. Retirees would be able to earn as 
much as they are capable of earning with­
out any decrease in Social Security benefits.

This legislation is currently pending in 
the Ways and Means Subcommittee on So­
cial Security in the House of Repre­
sentatives.

Another remedy being considered by the 
Congress is in the form of an amendment 
to the Child Care bill. This would raise the 
income level for seniors up to $10,560 and 
decrease the benefit reduction factor for 
many seniors to $1 lost for every $4 
earned. While this measure does not go far 
enough, it is a step in the right direction.

Members of the House and Senate Con­
ference Committee are still working out 
differences between their versions of the 
Child Care legislation. Passage of the 
Child Care bill is expected later this sum­
mer.

The repeal of the earnings test would 
benefit our economy in several ways:

• Businesses would profit by the ex­
perience and dedication of the valu­
able senior workforce...

• Seniors would have greater financial 
security, and...

• Federal revenues could increase 
helping to reduce the budget deficit.

Congresswoman Patricia Saiki
Committees:
Banking, Finance & Urban Affairs 
Merchant Marine & Fisheries 
Select Committee on Aging 
Congressional Caucus for Women’s Issues 
Congressional Travel & Tourism Caucus

M.C.

Congress of the United States 
House of Representatives
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