
Automatic Increases Under the Social 
Security Programs* 

OASDHI benefit zncrease-The second auto- 
matlc cost-of-lwmg mcrease m cash benefits un- 
der the old-age, sur~wors, dlsablhty, and health 
msurance (OASDHI) program went mto effect 
June 1976 1 The mcrease, reflected m the July 3 
checks, 1s 64 percent It apphes to all monthly 
benefits with the exceptlon of benefits under the 
special mmlmum benefit provwon 

The cost-of-hvmg benefit mersase reflects the 
change m the Consumer Price Index (CPI) of 
the Bureau of Labor Statlstxs from the first 
quarter of 1975 to the first quarter of 1976 The 
64-percent rise was dotermmed by dlvldmg the 
average of the CPI for January, February, and 
March of 1976 by the average of the CPI for 
January, February, and March 1975 (the effec- 
tlve quarter tnggermg the previous mcrease- 
8 0 percent-m OASDHI benefits) 

The next automatic cost-of-hvmg benefit m- 
crease ~11 be based on the mcrease m the CPI 
from the first quarter of 1976 (if there 1s no 
mtervenmg leeslated benefit mcrease) to the 
first quart,er of 1977, If the mcrease m the CPI 
IS 3 percent or more Then the level of OASDHI 
benefits will be mereased by the same percentage 
as the CPI mcrea,se, effechve June 1977 

Other automati prcyuz.sions -The leglslatlon 
enacted m 1972 and 1973 provided for three 
automatic escalator provlslons In addlhon to 
the procedure for benefit mcrease, provlslons 
were included for mcreasmg automatically the 
maxImum amount of annual earnmgs t,o be taxed 
and credIted toward OASDIII benefits (the con- 
trlbutlon and benefit base) and the amount of 
earnmgs an OASDHI beneficiary may have un- 
der the rehrement test wlthout a reduchon m 
benefit,s Under these two provlslons, as amended 
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‘The automatic adjustment system is the result of 
provisions in P L 92-336 (signed July 1. lS72,, P L 9% 
60.3 (sianed October 30, 1972,. snd P L 93-233 (slgned 
lkxmber 31, 1973) The Srst true automatic benefit 
Increase, which went into eEect June 19’13, WBB 3 0 per- 
cent An automntie herease that would have atheraise 
taken place In 1974 was ,weemSted by ad hoc eongres- 
**ona, action 

by Pubhc Law 94-202, slgned January 2, 1976, 
the mcrease 1s measured by the mersase durmg 
specified periods m average taxable wages (as 
reported under the social security program) for 
the calendar year for all employees Before the 
enactment of Public Law 94-202, “average taxable 
wages” for this purpose used m the determmatlon 
were for the first calendar quarter of a gwen 
year rather than for calendar years 

The latest determmatlon under these provxwx~ 
was made m the fall of 1975 and went mto effect 
at the begmnmg of calendar year 1976 Under 
this determmatlon, the contribution and benefit 
base was raised from $14,100 m 1975 to $15,300 
m 1976 and the annual exempt amount of earnmgs 
under the retirement test went from $2,520 m 
1975 to $2,760 m 1976 The monthly exempt 
amount of earnmgs was raised from $210 m 1975 
to $230 m 1976 

The law provides that a determmatlon as to 
future automatic mcreases m the earnmgs base 
and exempt amount 1s to be made m any year 
when a cost-of-lwmg benefit mcrease has been 
est,abhshed The next determmat~on ~111 thers- 
fore be made m the fall of 1976, to be effectwe 
January 1, 1977, on the basis of the mcrease m 
wages from four tunes the first quarter of 1974 
to four times the first quarter of 1975 (If there 
1s no legslated mcrease) o 

Table 1 shons the amount of the monthly family 
benefits effectwe June 1976 for selected types 
of family groups Monthly benefits are based 
on the primary msurance amount (PIA) gwen 
m the benefit table m the law; the PIA 1s de- 
rived from the worker’s average monthly earn- 
mgs (AME) s Whenever a cost-of-hvmg benefit 
mcrease becomes effectwe, the new PIA 1s calcu- 
lated by mcreasmg the old PIA by the same 
percentage as the cost-of-llvmg mcrease If the 
c,ontnbutlon and benefit base 1s raised, the benefit 
formula provides an addItIona 20-percent rs- 
placement on that part of the AME above the 
prsvlous contrlbutlon and benefit base With the 
6 4.percent cost-of-lwmg benefit mcrease for 

‘Eventually, beginning in 1978, it is exnected that true 
annual taxable wage data based on annual renorting by 
employers W,,l be available 

‘The AM!3 is B worker’s taxable earnings beginning 
with lS61, or ,,ge 22 lf Inter, “D to tbe year of disability, 
death, or attainment of age 62 (age 6343 for men born 
before 1913)~less the 5 lowest earninss years--divided 
by the number of months in the computation wars 



TABLE 1 -Examples of monthly cash benefit awards to selected beneficmry far&es under the Soml Security Act, e&&we for 
June 1976 

June 1976, the PIA 1s now based approxmately 

on the followmg eight-part formula . 

13717% of the first $110 of AME. plus 6011% of 
the neat %290 of AME, plus 4683% Of the next $150 
of ANE. plus ii.5 04% of the next $100 of AME, plus 
3061% of the next $100 of AME, plus 2551% of 
the next $250 of AME, plus 22 98% of the next $175 
of AME, ralus 2123% of the next $100 of AXE, 
subject to R minimum of $10790 for AME:’ of $70 
or less 

The mnxmmm family benefit effectwe for June 
1976 IS based approxunately on the follonmg 
formula 

For AME’s under $628 the maximum amount is 
equnalent to 1347 percent of the first $436 of 
AME plus 67 4 percent of the neat $191 of AME. 
subject to a mmlmum of 150 percent of the PIA 
For AME’s of $623 or more, the maximum is 175 
times the PIA 

Table 2 shows the mmunum and maxmmm 
old-age monthly benefit payable at the tune of 
rehrement to mdwlduals retrmg at age 65 m 
the years 1940-W. Also shown in the table we 

the benefits payable to these mdwlduals for 
June 1976 

Suppkmatary medwal znsurance-The auto- 
matlc cost-of-bvmg mcrease m benefits also has 
the effect of plscmg a 6Cpercent bmlt on next 
year’s mcrease m the amount of the monthly 
premmm pad by Medxare beneficmnes for sup 
plementary medical msurnnce (WI) The law 
provides that the SMI premnun rate wll be i-e- 
determmed each December with the new premnnn 
rate becommg effectwe the followmg July 1 
Under Pubhc Law 92-603, as amended by Pubho 
Law 94-182 (slgned December 31, 1975), the 
mcrease u1 the SMI monthly premum cannot 
exceed the percentage by which OASDHI cash 
benefits we ramed durmg the 12-month penod 
endmg May 1 of the year m which the premm~ 
rate becomes effective (Actually, the law pro- 
vides that the SMI premium for an mdwxdual 
1s to be lnmted to the smaller of (a) one-half 
the aetuanal cost of SMI benefits for the aged 
for the 12-month period m which the premmm 
rate 1s effectwe or (b)’ the previous premmm 



TABLE 2 -Mmmum and maximum monthly old-age bene- 
fits paysble to m&v~duals who r&red at age 65, 1940-77 

rate mcreased by the percentage 1‘111s~ m cash 
benefits ) 

Under tlus prov~on, It was determined m 
December 1975 that the monthly premmm amount 
should be mcreased from $670 per month to 
$720 per month effective July 1, 1976, on the 
baa of the 8 O-percent benefit Increase The next 
determmat~on, w&h ~111 take place m December 
1976, ~11 be subject to the 64-percent lmut on 
the mcrease Thus, the S&II monthly premium 
rate cannot be increased to more than $7.70 as 
of July 1,1977 

Supplemlztd security income -The 6 4-per- 
cent automatic mcrease tn OASDHI benefits also 
affects the Federal guaranteed level of mcome 
under the supplemental security mcome (SSI) 
program Under Pubhc Lam 93-3GS (enacted 
August 7, 1974) the assured level of annual 
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mome under the Federal program 1s to be raised 
by the same percentage as the OASDHI benefit 
mcrease and rounded to the next lugher multiple 
of $120 Tlus Increase IS to be effectwe for the 
first month after the month for whxh the 
OASDHI Increase IS effective so that increases 
under both programs become payable m the 
same month. 

As the result of the 64-percent increase, the 
Fedehal SSI benefit levels of $1,89240 per year 
(515’770 per month) for an mdwdual and 
$2,839 20 per year ($23660 per month) for & 
couple were mcreased to the followmg figures, 
begmnmg July 1, 1976’ 

In own home _________ $2.01360 $167 80 
couple living in 

OR” home ____________ 3,021BO 25130 

’ For ,“d,v,dua,s and eou~les ,,v,“g in another’s house- 
hold and receiving s”~~,,ort and maintennnce in LLnd, the 
benefit level is reduced by one third The increment pay- 
able on behalf Of an “essential person” also rises with 
the automatic Increase, since ft is based on the difference 
between the ama”“ts wyable to B” ,ndi\,d”nl and to a 
couple The sssured level of income under SSI for persons 
institutionalized under the Med,c,,id Ixogram Is “at 
affected by the automatic lncrense 

Cost-of-hying Increases for Raboad 
Retirement Benefits* 

Under the Railroad Retmement Act of 1974 a 
new system for railroad retirement benefits u~ls 
estabhshed The provlslons m tins lam were sum- 
marized m the Aprd 1975 Soczal Smmty Bul- 
l&n * This note describes more explutly the 
procedures estabhshed for granting cost-of-hvmg 
mcreases for regular retirement and dualxhty 

* PrepBred In I”ter,,rogram Studfes Branch. Division 
of Retirement and S”rvi>or Studies 

‘Alfred M Skolnlk, “Restr”ct”~l”&? the Railroad Re- 
tirement System,” Soczal Seeurzty LfvlletZn. April 1975 

n Supplementa* *“““itieS for long service railroad em- 
ployees are not sub,& to cost-of-living sdjustments 
Speeinl pro\ls,ons apply to nindfall beneflts. drflned 88 
that aart of dun, benefits payable under the rRilroad 
retirement and social security prowuns above the amonnt 
that would have been pnyable it n sbvde benedt had been 
cslculnted on the bads of camblned rallroad and “onrail- 
road 8ervLce Generally, w,ndfnll beneAts “re subject only 
to ~oclnl serurlty cost-of-living Lnrreases that take place 
before the be&n,“C date of the emrdoyee’s annuity Or. 
In the case of widows ““d w,dowers, that 0cc”r ,Ir,Or to 
the em~layee’s ““““lty beg,““,“% date “11 date of death, 
whichever occurs first 


