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CPI FIX WON’T
SAVE SOCIAL SECURITY

11% compared to current procedures, with the lower
end of the range more likely. Social Security’s
retirement and disability deficits, on the other hand,
are projected to build to more than 30% of the
System’s outlays over time.
The Boskin Commission has estimated that the
consumer price index (CPI) may overstate the rate
of growth of consumer prices by 1.1 percent per
year and recommends a significant overhaul of that
index to assist in budget balance. Some portions of
the Commissions’ technical estimates are
controversial, however. Budget negotiators are
apparently considering a more modest assumption
that the Bureau of Labor Statistics’s ongoing
reforms will lead to a reduction in CPI growth of
about 0.4 percent per year by 2000 (an amount more
nearly in line with the
technical adjustments the BLS
is likely to endorse).

Budget negotiators are eager to trim the rate of
growth of the CPI to help balance the budget.
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Note: Total system savings each year would depend on the varying number of retirees in each age group in the beneficiary
population, and would differ slightly from the average lifetime percentage benefit cuts for any given age group.
Percentage reduction in retirement benefits over an average retiree’s lifetime due to CPI reduction
Percentage reduction in
CPI

Percentage cut in benefit
Age 62*

Age 72

Age 82

0.4%/year

0%

3.9%

7.3%

1.1%/year

0%

10.4%

19.7%

*Note: The CPI has a small impact on initial benefits if a worker delays claiming benefits past age 62, but the effect on
lifetime benefits is largely offset because the worker will draw benefits for fewer years and receive fewer COLAs.
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ever, there are better ways to address these deficits.
Therefore, if a larger change in the CPI is not
adopted by the technicians at the BLS, it should not
be imposed on Social Security beneficiaries just to
trim outlays (or to raise taxes).
Instead of attacking COLAs of current retirees,
it would make more sense to slow the growth of the
initial benefits that future retirees will get when they
first begin to draw from the System. That can be

done by amending the formula that sets those
benefits, by raising the normal retirement age, or
both. These changes could save several times as
much money as trimming COLA’s via changes in
the CPI. The ultimate reform, privatization, would
save even more money while leaving future workers
and retirees better off.
Stephen J. Entin
Resident Scholar

Note: Nothing written here is to be construed as necessarily reflecting the views of IRET or as an attempt to aid or hinder the
passage of any bill before Congress.

