Benefits and Beneficiaries Under the Civil
Service Retirement Act

Rurn RETICKER¥

‘The Civil Service Retirement Act of 1920 established the first Federal contributory retirement

system for civiliun emplayces.

In its twenty years of operation, the civil-service retirement program

Bias reached « maturity which the retirement systems established by the Railroad Retirement Act
and the Social Security Act will ot attain for years to come. Because all programs ogering ro-

tection to aged or disabled workers are of significance to students of social insurance,

ke Bulletin

presents this summary of the historical development of the Civil Service Retirement Act and the
present status of benefits and beneficiaries under that act, to serve as a baclkground for the continuing

presentation of duta on the operation of the act.

Tii Civin Senrvick Retinesmsnt Acr is designed
to previde retirement benefits for aged and dis-
abled Federal employces.  Like the Railroad Re-
tiroment Act and many other public retirement
gsystems, it aims also to relire superannuated
employees for the good of the service. This latter
purpose had been discussed as early as President
Monroe's administration, 125 years ago, when the
Seerctary of War protested agninst his ““octo-
genarian department.”’

During the first 40 years of its existenco, tho
machinery of the Federal Government opernted
vith so few removals of subordinate officials and
cmployees that President Jackson found many of
them grown old in the service and removed them
on charges of inefliciency. The Four Year Tenure
of Offico Act of 1820 was extended beyond itls
original purpose-—that of compelling the regular
submission of accounts from office holders handling
public funds—to form the basis for rotlations in
office in the era of the apoils system, at its hotght
during 1829-61. IEven so, in 1845 a Itouse com-
mitlee report protested that under the system
then existing “the list of oflicers becomes o pension
roll” and deseribod the detrimental effeet of super-
annuation on the efliciency of the Federal service.
To climinate the reduction of efliciency through
retention of employees whose abilities had been
reduced by nge, it proposed not a relirement
systemn for aged employces but rather short terms
of oflice for employees of all ages—in other words,
extension of spoils-system rotation,

*Burcau of Tiesearch and Stalistics, Division of Coordination Stusdies.
Tho eooperation of tha Clvil Hervico Comunission in furnishing datn for
Ineorporatlon in this article and in tho soclal Insurance series (pp. B2-67) I
Eratafully ncknowledged,
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Civil-service reform laws providing for com-
potitive exmnination and nonpolitical appoint-
monts have been proposed since 1865. Foreign
experienco was studied as early as 1868 by a joint
geleet committee on retirement headed by Repre-
sentative Thomas Allen Jenckes of Rhode Island.
The Civil Service Act, passed in 1883 after tho
death of President Garficld at the hands of a
disappointed offico secker, led to further discussion
of the problems of retiroment. Survoys of supor-
annuation in the IFederal service wero made in
1893, 1000, 1902, and 1903; and beginning in
1899 the Civil Sorvice Commission in its annual
reports recommended the adoption of a rotiro-
ment system financed in whole or in part by de-
ductions fromn employeces’ selarics. As carly as
1900, clerks in Washington had formed a United
States Civil Servico Relireinont Association Lo
work for n retirement act, but they did not unite
in advocating a contributory plan until 1017.
Passago of tlie retirement aclt waited until tho
period following the World War, whon great redue-
tions had to be made in the Federal civil forees.

The Civil Service Retirement Act of 1020 pro-
vided coniributory old-ago bonefits for employecs
in service thereafter. To take care of aged
employees in service at the time the act beeamo
law, it provided what were csscnlially old-age
pensions for those at or ncaring retiroment age,
Almost 6,000 employees were rotired for age on
August 20, 1920. Since deductions from salaries
were elleclive August 1, they had contributed only
2} percent of 20 days' pay. The minimum
amount payable to those then rotired was $180
per year, tho maximum $720; the exact amount
for any individual depended on salary and length
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of sorvico, The annuitics of employcos rotiring
in tho succoeding two decades have boon varying
combinations of contributory old-age benelits and
noncontributory grants.

As now amended, the act provides for compul-
gory ! rotiroment of employces who have atteined
rotiroment ago and havo served at least 15 years,
voluntary roetirement 2 years beforo the statutory
rotirement age for smployces with 30 years of
servico, and disability retirciment after 5 years of
sorvico. Iimployces 45 yoars of age or over who
aro involuntarily separated from tho service {not
for causc} after 16 ycars of servico mny clect a
doferred annuity beginning at the regular retire-
ment agoe; a reduced annuity beginning at ago 55
or at separation, whichever is later; or a refund of
total contributions and interest.

Tho statutory rotircment ago varies with the
occupation of the employeo. Thoso engaged in
particularly arduous or hazardous work, such ns
laborers and mechanics in navy yards, railway mail
clerks, and employees who have served 15 years

1 The law allows tha Prosidant, by exccutlve order, to exetnpt any person
from automatic retirotnont, ustally for n perlod of 1 year, 1fin his Judginont the
publlo Interest would be best served by tho omiployeo's retention. Such
oxtonaions have beon rolatively fow.

in tho tropics, retiro at 62, Letter carriors, post-
ollico clorks, mcchanies and laborers other than in
navy yards, and employces of the Indian Service at
large, excopt clerks, rotivo at 65.  All other covered
cmployees, comprigsing tho clorienl, technieal, and
ndministrative groups in the doprrtments and
independent sstablishments, retive at 70,

Coverage

On Juno 30, 1940, the Civil Service Roetirement
Act covered approximately 045,000 employees,
principally in the elassified civil service of the
exccutive brancel of the United States Govern.
ment, but including nlso regular employces of the
District of Columbin municipal government;?
certain specified nonclassified Federnl employecs
such as cemployees of the Library ol Congress
and of the Architect of the Capitol are nlso
included, na well as uneclassified employces ¢ whose
tenure of employment is not intermitlent or of
uncertain durntion,”  Employees in the legislative
branch and officers and employces of courts of the
United States may be covered by giving writen
notiee of the desire for covernge.

! Excluding potleeinon, firomon, and tenchers who nro covered by spoclal
systems.

Tahle 1.—Employees in the classified civil service, annuitants on the roll of the civil-service retiroment system, and
everage annuity, by depariment or establishment, June 30, 1940

Clonssified clvll service, Civil-service anmudtants
oxccutive bronch of 1 L e e e L
Federal (overnmont
Department ot estnblishment | — Bex Htntutory retiretuent ago
Percentnge | Number | ngo dls- :1“:?5"‘
Number | distelbu- tribution | 8o Fernlo 62 05 70 inuity
tion yenrs years yoord
Motad. . 120,827 100.0 02,027 1100.0 5, 0O7 7,030 11,335 37, 217 13, 454 4063
Post OMeo Department ... ... .. ... 201, 1483 40.1 a5, 308 57.0 33,813 1, 545 4, 480 27, 76t 3,107 1,04¢
Navy Department. _..... - 110, 002 15.3 7,507 12. 4 7, M7 25 5,847 0Ox8 62 BS
Treasury Dopoariment. . 30, 277 5.4 4, T4 .7 3, 180 1,544 a7 1,778 2,012 Lt}
War Dopartmont. e erre ot e 100, 183 15.0 4, 440 7.3 3,035 4101 145 2, 004 1, 287 812
Intorior Department. ... ... .. ....... 21, 148 .0 2,143 3.6 1,270 807 34 1, 245 H24 M
Veterans Adminlstration. 37,831 5.2 1, 004 28 870 824 340 1,340 48]
Agriculture Departmont . . 33, 480 4.6 1, OB 2.0 1,353 285 705 % 753 033
Governtmeont Printing Office 5, 760 .8 1,171 1. v 842 b1t I I, 004 107 ]
Commerco Department. . ... .. .. ... ..., 18, 765 2.3 094 1.1 418 240 7 o8 [ 970
District of Columbia QGovernment_..._..._..._.)........__.. . 077 m 547 00 l 387 269 !
Labor Depattmont. . ..... 2,085 4 L) .0 208 al ] n 2HH 64
Goneral Accounting O 2,213 .3 293 8 107 20 ).... ... . 1] e 970
Justlico Dapartment.... , 44 1.3 200 .5 23 50 87 17 210 B8
Interstate Commerce Commission 2,730 A 100 .2 01 o . o 100 958
Library of Congress ... oo gl M a5 50 f........ 24 15} &1
Architect of tho Capltol ... ... ... .. ... . L 80 U} 40 10 |. 74 15 o7
Bmithsonian Institution. . .. ___..._...... 830 1 47 1 66 21 1 10 A8 B89
Btate Department. . _ ... .. .. . . ... 1, 310 2 09 .1 41 25 5 1 [1%] 841
Clvll Bervico Commissien ... FUPR 2,747 4 13 . 30 13 1 1 4 1,121
House of Roprosontatives ... . o | o oo b1l m 20 . .. q 27 681
Judleiar 25 1) 18 7 1 . Pl 1,039
Foderal 22 1} 16 ol ... 3 10 1,017
onato. . ... 10 1 10 b1 3 1] ) 758
All other aor .0 245 122 1 140 Fil) 10

1 In order of annuitants on the roll.

1 Flgured on annultants in the executlve branch only, totaling 61,005, for
comlpnm‘blllf.y with datna on classifled ctvil servico.

1 Lcss thnn 0.08,
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ABourco: U. B. Civil Borvice Commlssion, 5TIN Annual Neport, Nscal year
gmletlaéllllrmoaﬂ. 1040, p. 136, tablo 10; Retiremtent Itepart, fiscn] yenr ended
1o 30, 3
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During its first year of operation, more than
300,000 Government workers were brought under
tho act of 1920. Since thnt time the number of
covered employces has generally inereased, though
there have been somo fluctuntions downward at
times of reduction of force among civil employces
in the 1920°8 and early 1930’s (chart 1),  In fact,
from 1930 to 1933 {he ecovered group decreased
more rajpidly than the totnl service.

Afler n year of operntion, 58.7 percent of the
civil employees in the exceutive branch of the
Governmenl were subjrel to the retiremment nct.
The percentage covered inereased (o 72.9 in 1925
and remained above 70 percent through 1930,
After 1933, when large numbers of emergency
workers were brought into Government service,
the pereentage of covered workers  deelined—
to 60.3 in £935.  Beginning i 1338 the covered
group expunded more rapidly than the total civil
service, and the pereentage ecovered increased
again- Ao 643 pereent in June 1940, KEven so,
approximately 358,000 civil employees in the
excentive branch of the Federal Government
were not covered by the civil-service retirement
system or by the special systems administered
separately for other groups of Federal employees.?

About. half the employees covered on June 30,
1040, were in the Ga-year relirement group, one-
third in the 70-yewr group, and less than one-sixth
in the 62-year group.

No data wre available coneerning the distribu-
tion of covered employees by Government depart-
ments.  In geneeal it parallels the disteibution of
the classified civil service, shown in table 1 for
dune 1940. At that time some 80,000 employces
in the classified service were notl covered by the
retivement system.  This group included  tem-
porary cmployees in classified positions and cm-
ployees whao Tatled in noncompetitive examinations
when their jobs were elassified but continued with-
out status.  In some departments there are special
groups without retirement status, such as tempo-

Y SBeporato retirerticnl systems not vnider tho Civil Servieo Comussion
have been estabtlished for several speclited gronups of Governtnent ensployees.,
The Forelgn Serviee of the Btste Departmient, the Bxnmining Divislon of
the OMen of the Comptrotler of the Correney, employees of tho Tennesseo
Vailley Authority and of the Federal Reservo I3nunks, publie sehool teachoers
and police and Nremen of the Distrlel of Colmmida, and elvilian tenchers of
tho U. 4, Naval Acndemy are protected by specinl contributory systoms.
Nancontrihutory systems provido retired pay for Judges of the United States
courts, usttees of the Supreino Court, and the Iawallan Judiclary; for tho
employees of the Lighthouse Service (consolidniod with the Uniled Sintes
Const Gunrd); amd for members of tho varlous militnry servicos, including the
Army and Navy Nurse Corpg nnd cammissionod ofMeers of tho Publle
Health Bervice and of tho Coast nnd (eodelie Burvoy.
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Chart 1.—Employeces covered by the Civil Service
Retirement Act, and total civil employecs in the
exccitive branch of the United States Government,
facal years ended 1921-40
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Souree; U. 4. Clivil Bervieo Commission, Retirement Report, Nscal yoor
oniled June 30, 1940,

rary substitules in the post-olfice service and
non-civil-service employces from WPA allotinents
continued in elassified positions in the Navy and
other departments by special enactiment.

Of the classified civil service as of June 30, 1040,
more than 200,000 employees, or 40 percont of
the total, were PPost Offics Department employees,
tand the Navy and War Departiments each account-
ed for approximately 110,000, or 15 percent of tho
total.  Employment in theso latier dopartments
is increasing rapidly and is expected to double by
thie end of the current fiseal year.4

In addition to the Civil Service Rotirement Act,
the Civil Service Commission administers two
other retirement acts covering Uniled States
citizens employed on thoe Isthmus of ’anama by
the Panama Canal or Panama Railroad Company
nnd for those employed in Alaska by tho Alaska
Railvoad. These specinl  nets  provide oarlier
retivement and moro liberal annuities to compen-
sate for the specinl hazards of these employments,
The number of cmployees covered under these
two acis has nover exceeded 5,600,

Administration and Financing

When the Civil Servico Retiroment Act bocame
law in 1920, its administeation was assigned Lo the
Commissioner of Pensions undor the Secrotary of

t Flomming, Arthur 8, " Emergency Aspocts of Civil Bervice,” SFublic
Adminisiration Review, Vol, I, No. 1, Autumn 1940, p, 23,
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the Interior, while the Civil Service Commission
was roquired to “koep a record of cssontial infor-
mation concerning individual service and to fur-
nish the Commissioner of Ponsions such roports
thorefrom as ho shall request,” TIn 1930, with tho
consolidation of tho Pension Office and the Vot-
orans Bureau, the administration of civil-servico
retirement was transforred to tho newly croated
Vetorans Administration. Since Soptomber 1934
responsibility for administration as well as record-
keoping and actuarial work?® has boen contored in
tlio Civil Service Commission.

Benofit payments under the Civil Sorvice Retive-
mont Act are financed by contributions of the
employces and of the Government as employer.
All employces covored by the act aroe required to
contributoe 3% porcent of their salaries (2} percont
prior to July 1, 1926) to the relivement fund.
Deoductions are made automatically at tho time
the salary is prid. In addition, employces may

§ Until 1033, the actunrinl work was porformed by tho U. B. Bureau of
EfMcioncy in cooperntion with tho Noard of Actuaries of tho clvil-service
rotiremont and disnbility fund and tho two related funds.

mako optional service-credit doposits, with intoy.
ost, for service outside tho Civil Service Rotirg.
mont Act which is lator included within it by act of
Congross or oxccutive order or which is later
credited toward retirement beecause the individual
personally obtains a rotirement status in a latop
job. Redeposit of deductions withdrawn by an
omployee who leaves tho sorvico is required, if ho
roturns to sorvico, as n prerequisite to cligibility for
rotirement Dbenefits.  Such  rodoposits may b
mado, without intereat, on the dato he reentors
Govornment sorvice or with compound intorest at
4 pereent at any timoe beforoe retirement ago.

The Govornmnent allowance toward cach
annuity is determined by the formuln for compu-
tation of benofits, deseribed below.  Although the
Civil Servico Retirement Act requires no specific
Government payments into the retirement fund,
tho implieation of the act is that the Government
will mako up tho difference between the contribu-
tions of the employees and the ameount needed to
maintain the fund, and also that the Government

Table 2.—Receipts, disbursements, and status of the civil-service retirement and disability fund, fiscal years

1921-40
[In thotisaniis)
Receipts Disbursements
ST nalance In
Fiscal year ended June 30 Deductlon AdJustaents fund June
Total ! ;‘;‘;.3‘1&”&2‘?;: Interest A"FI';C}’TI"' Totnt 1 Annulties ¥ | Nefunds * nnrrt l:ulns- o
doposits 3 oS
$1, 157,885 $537, 872 $152, 710 $ $467, 202 004, 763 $504, 271 205, 133 $1, 350 -
12, 580 12, 524 2,414 2,501 72 3 e 10,073
14, 682 14,005 6, 391 4, 184 A ) S 17,004
15,150 14,174 7, 4, (i1 2, THO 1] 25,370
16, 42 15, 158 8, b52 5, 005 2,804 7 33,460
20,020 17, 0o 9,028 0, Xy 2,71 1745 41, 470
20,174 17, 960 10, 182 0, 707 3, 144 ] 54,461
27,148 24, 350 13, 305 0, My 3, k2 04 s, 235
20, 503 20,458 14,762 10, (0 3,771 v 82, 085
52,820 28,12 10, 003 12,005 4,07 10 119, 442
45,447 29,48 18,120 13,108 5, (1O 30 166, 703
58, 277 20, 044 23, 102 10, B 4, 160 161, 47
81,470 31,800 2, 18 3, MO 4,024 , 588
81, 246 30, 404 34, 438 30, 48 1 780 240, %97
00, 222 , 703 47,057 39,021 8, 262, 502
01,012 30, 080 82, 744 40,071 5,773 271,730
8,268 32,405 7 60, 243 0, 400 200, 289
04, 203 24, 90D 590, 132 b1, K} 7,24 334,360
127,103 37,322 082,478 54,153 8,422 300,077
133, 467 30, 180 03, B9 50, 631 7,287 408, 785
151,082 142,043 7,318 60, 252 8, 003 563, 172

| Totals, including balances, are rounded sums of uorounded figures, not
sums of rounded flgures presented,

) Bea text, pp. 32-33, for explanaticn of optienal servico-credit deposits, man-
datory redeposits, and voluntary deposits,

1 Include sccrued annuities at death of annuitant, pald to survlvors.

4 Ropresent refunda of deposits with Interest to scparated omployees and
to desP nated benefciaries or estates of employees deccased [n activo servico
and refund of unexpended balances of decensed annuitants to their beao-
ficlaries, Bce also p. 38, table 5, and p. 86, tabla 4,

 In 1925, {tem ropresonts acerued {otereat pald In purchaso of bonds, In 1032,
transfer to Canal Zone retirement and dlsability fund of $1,314,724 deductions
and $153,077 interest of employces placed under the Caonal Zona Rotirement
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Act; n 1037 transfer to Alaska Rallroad retlrement and disability fund of
contributions of Departmont of Interior empleyees hineed tnider the Alnska
Rollroad Retirement Act. Other amounts are minus ltems for enneelntlons
and repayments; sinco 1031, cancelations sud repayments have been deducted
from anpouitles and refunds,

1 Includos $3,878,280, transferred from nrpmprlntlnnn of District of Colum-
bla government, to cover rotirement linbillty for 1Mstriet cmployees.

T Ineludes Sziﬁ,ﬂ}'b voluntnry deposits for purchaese of poditlonn) annuilics
and $248 Intereat on thoso deposita under ammendment eflective Jan. 1, 1940,

Bourco: U, B. Clvil Servico Comnmission, §7th Annual Repert, flscnl year
ended June 30, 1040, p. 142, table 10.
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will meet the accrued liability for servieo rondered
beforo the system was adopted. The Civil
Servico Commission is required to submit to tho
Burcau of the Budget each yoar “estiinates of the
approprintions necessmy to finance the rotire-
ment and disability fund and to continuo this act
in full foree and offcet.”

Deductions from pay of employces at the 2¥%-
porcent rato inereased from $12.5 million in the
fiscal yenr 1920-21 to $18.0 million in 1926-20
(table 2). At the 3}-percent rate, such dedue-
tions have ranged from $24.4 million in 1926-27
to $42.9 million in 1039-40, and interest on tho
deposits has incrensed Lo $21.6 million. Annual
disbursements increased from $2.9 million in
1920-21 to $67.3 million in 1939-40. DBenefits
were pnid out of employce contributions and
interest. until tho fiseal year 1928-29, when
Congress appropriated $20.0 million to the civil-
gervico retirement and disability fund. Appro-
priations for the fiscal yonr 1930-40 totaled $87.2
million; for the 12 years ended Juno 3G, 1940,
$467.3 million. Tho balance in the fund has
incrensed from $9.7 million as of June 30, 1921, Lo
$553.1 million as of June 30, 1940,

While the fund was sel up on an actuarial-
reserve basis, il does not have all the assots
required for such a basis, beeauso of tho fact
that appropriations were not made by Congress to
meet the deficiency cost, i. o., the cost of acerued
linbility for service before the aet was passed, for
which the Govornment is responsible.  Acecording
to the latest roport of the Board of Actuarios,? the
normal cost to support the benelits aceruing on
account of current service is 6.14 percent of pay
roll, 2.64 percent of which is the Government's
share. ITowever, the cost due to acerued linbility
was 5.81 percent of the estimaled pay roll on
June 30, 1939, Therofore, the total annual Gov-
orninent contribution which the Board of Actuarics
recommended was 8.45 pereent of pay roll or $101
million in 1939. 1Ii is of interest that tho total
cosl—11.95 percont of pay voll for all employces—
variecs from 14,75 pereent for employees having a
normal retirement age of 62, to 8.30 pereent for
these with a retirement age of 70.

An individual account is maintained for cach
cmployce subject to thoe provisions of the rotire-
ment act. The amount deducted from salary,

4 Nineteenth Annual Repor! of the Board of Actuaries of the Civll Service and
Disabifity Fund for tho flscal yoor ended June 30, 1939, p. 7.
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leas n chargo of $1 for cach month in the service
sinco July 1, 1030, plus accumulated intoreat ot 4
porcent, ropresents the employeo’s accumulation
for the purchase of an annuity, The $1 por
meonth, called tontine,” becomes a part of the gen-
oral civil-servico rotiromont and disability fund
from which is paid the Govoernment’s share of each
annuity, as explained in the discussion of benefit
formula bolow. Tho omployee’s accumulations
plus interest—but not the tontine—are returned
to any cmployee who rosigns or who is removed
for cause. ‘Tontine plus accumulated interest is
included in tho refunds to an omployco who is
involuntarily soparated (not for cause) or to the
boneficinry of an cmployce who dies in active
servico, No part of omployeces’ contributions is
uscd for adininistrative expensocs; such costs are
met from appropriations for salarics and oxpenses
of tho Civil Service Comnission,

An amnendment cffeclive January 1, 1940, pro-
vides for voluntary decposits in multiples of $25,
not. to oxceed 10 percent of total basic salary sinee
August 1, 1920, for the purchasc of additional
annuity. Such deposits draw intorest at 3 per-
cent—-1 percent less than the interest on manda-
tory deductions. The full amount of voluntary
doposits and interest is returned to any employce
leaving the service. Within the first 6 months of
tho effective date of this amendment, 450 om-
ployoees doposited a quarter of a million dollars for
this purpose.

The Benefit Formula

Boenefits under the Civil Service Retiremont
Act are heavily weighted in favor of low-paid
employces. Under thoe benefit formula of the 1930
amendments, this result is accomplished mainly
by an allowanco for cach year of servico, largely
indopondent of salary, under two different for-
mulas. Plan I is called the purehasable plan, be-
cause the Governinent’s allowance for yoars of
servico is supplemented by the annuity purchas-
able with the employce’s contributions. An altor-
native Plan II, called the guaranteed-minimum
annuity, was provided to be used whenover it
would yicld a largor annuity than Plan I. It doos
not provide a flat rate of annuity, because the

t Tho word “tonting™ i derlved from the natne of Loreneo Tontl, an Itallan
banker of tho 17th contury, who doveloped a systom of oollootive bonofits
basod on the principlo of ferfoiture Lo & commuon fund, with {ndividual brofits

inereasing ns the number of survivers diminished and the final surviver
taking the wholo, Tho torm is not used in tho Civil Service Retiromont Aot.
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amount varies at wagoe lovels under $1,600 per year
and with servico of less than 30 years.

For an annuitant at reliremont age (or at
optional retirement with 30 years' sorvice), tho
purchasable plan allows, as the Government’s
share, an annuity of $30 for cach yecar of servico ®

8 The Qevernment ollowance for an employee cliglble for an onnnity
covors ol! years of Fedeenl servieo, whether classiflad or otherwise, and
whaother or not the employeo has mnadae voluntary doposits for nhy perlod of

unclnssiflod servico to incrense his purchasnble annulty,

not exceeding 30 (provided that this portion of the
annuity does not oxceod three-fourths of hy
highest averago basic annual salary during any 5
conseceutlive years of serviee),  This basic amount,
is supplemented by the amount of annuity pur-
chasable with the sum in the employee’s individug]
account, together with interest at 4 percent,
compounded annunlly.

The purchasable anunuity varies with the gey

Table 3.—Accumulations of salary deductions and civil-service retirentent annuities payable at age 70 on nonfer-
Jeiture basis to male employees who entered service on or after July 1, 1930, for specified years of service, by
annual salary

Yonrs of serviee

?;1?::1:[;“2 Accumulations tand annmuily ! T Tttt e S — e

15 0 25 el l 43 | b t5 | 5
$1,200 | Accumulations. ... . .. e 3655, 66 $075.06 | 1,303,068 | $1,830, 41 i ¥2, 41067 [ 43, 01081 | $3, 062,08 $, 008,03
Apnuity—Tolnd ... . ... ... .. 513,02 093,03 A82. M 1, 076, 02 L, 135, 10 1, 2004, 3 1,387.32
Employee.. ... ... ... ... ... G, 2 5. 05 132. 11 170,02 245, 10 EitxR 437,33
CGovernment . ...._.. e eaaanos 450. 00 O, 00 750.00 . 00 RN LETR V0. 00
L 440 | Aceumulations.......... ... THi. 33 1, 160.41 1, fil, 27 2, 106, 85 2, R4t uh 3,722.15 1, 740,72 501007
Annuity—Totnal.. ... e e & . 00 1720.00 000, 112 LI i L 181 21 1, 202 K5 1,862, 14 1, 452.0%
Employee ... ... ... e 76. 46 H3. 71 150. 02 210t 281 M e 85 i 1h 582,68
Uovernment . . ... .. . ... .. .. 464, 51 GO, 24 750 () (RN, CH) 0. O JLE OB LX), ) WL 00
1,620 | Accumulations .. ... ... ... ... ... 013.00 1, 357. 77 1, 808, K0 2, 557, 24 i, 304,25 4,332,718 5, GI8. 45 0, m
Annuity—Tolnl.._........_ e .- 1 GOU. 60 1H00.00 | 41,000.00 | 1 1,200,00 box20 04 1,322,098 1, 17, 00 1,5i0. %
Employee..... ... ... 80. 00 13230 145. 11 210 20 J27.084 422, 34 LXFALY {i78. 5
Uovermment......_.... A 51100 667, G4 414.80 GHL 71 KL DO ILETREH JULIN L] D00, 00
2,000 | Accumulntions....... . O 1, 181 61 LTl 74 2, 463. B 3, 318,10 4,357.41 5 621,40 7, 160,44 i, 032.00
Annulty—Totnb ... .. . ... 1.G0q, (0 £ 500, () 11,000, 00 1,22 16 1,924 74 {1, 444. 05 §, nuk. e 1,760, 49
Employee . ... ....... ........ t15. 48 171. 74 290. 11 32 46 421. 74 5805 Gtis, 02 550,49
Qovernment. .. ......0 ... ... 184, 62 528, 26 750. 81 0. 00 400, 00 v, () . (D) 00, 00
2,600 | Accumulations... ... ... . e e 1, 613.55 2, JiHL 50 3, 354, 02 4, 510. 11 5,935, 0% 7,607 45 i 76T 12, 302,22
Annuity—Total.......... ..., .. [ 0607. 30 433,02 L7715 1, M4 58 I,478. 54 1, 04847 1, (i, By 2,308 5
Employeo... ... ... ... ..... 157. 30 233. 92 327, 15 410, 58 h7E. 04 710,17 R Th 1,190.28
Government . ... ... .. ... 450. o} 600, O 750.00 AL 000, H) [LUIRY L4950 T4 1L I0.B
3,200 | Aceumulations................... e 2,042 45 3, 37, 44 §247. 07 6, 720. 78 7,512.08 9,602.70 12, 31524 15,572.35
Annuity—Tolnl ... Gl 11 s, 10 1, 164. 11 1,157.60 1,642.37 1, 549, 50 2, 104, 4 4,034, 14
Employee.. . .......... .. ......... 100,11 2. 1y 414, 11 B5T7. G 73237 IR 1,208, 47 1, 518,47
Government. ... ... ... __. 450, 00 G0, ) THL M) DO, O JLL e LRTEEIR LI RN WL Y 8 g §1,518.01
3,800 { Accumulations. ... .. .. ...l 2,471,310 3, 175, 28 5, 140, (%3 6,22 12 0, 0. 3t 11, 728, 21 11, 937, 6tk 18, 842.48
Anpuity—Total . ... ... .. ... 600, 02 hH. 28 1, 25007 1, 571.80 I, 786. 17 2,002, 44 3,673,172
Employeo. . ... ... ... 210. 92 U5, 28 BT 674 80 H80. 17 1, A0S, A 1, 836,86
Uovernment. ........ e eaaaan 450.00 GO0, 00 750,00 00, 00 VOO, (%) X 450, A 41, 830.80
4,600 | Accumulations. .. ... . ... ...l 3,043. 23 4,525.75 6, 320 44 8 623,01 11, 103 82 14, 44217 18, 3. 3y &5, 202.05
Annuity—Total........ P e T40.07 1, (4110 1,367.02 1, 130, 95 2, 182, 44 2, 815,78 3, 6486, 4,80.82
Employee.. ... ... 208, 07 4500 017,02 B0 05 1,000, % 140780 | 1, 70417 2, 20,01
Governinent. . ................. ... 450). 01 [rd 1 1) 750, G} [LEINGI] 1,000, 23 110780 | 70317 LA TR
5,600 | Accumulations........ ... ... .. ... 3, 158.08 5, 548, K 7.810,20 [ I, 526,14 | b, H2d 2L 17,844, 68 | 22, 715,05 o, 052.87
Annulty—Toetal...... . ... .. ... ... 816340 1, 141.83 1,525 02 2,052. 24 2,445 10 3, 477. % 4,424, 71 B, 5490, 44
Employeo.. ... _. e 304 30 54, 83 4L, 06 1, D2tk 14 1,317, 5% 1, 748,19 L’.‘ ‘;’H. 47 2,703.22
Qovernment. ... ... 450. 00 00, 00 V701, 40 51, M 04 41, 347, 55 ! 31, 738, 10 12, 204,47 +2, 703,22

I Fixed snlarr for entire perlod of service or cquivalent.
fi}

1 Accumulat
interest at 4 porcent, on
3 Employee annulty Is figured by {actor .0071810 ¢
age annultles and optional 30-year serviee rotiroment,
nsed for disabllity annultles.
Ioss, because fligured hy factor 08762/

nals of act as amended Ma,

ns are figured ot 314 percent of =alary less $1 nomonth plus

1¥20 1030,

ectiva Fob, 1, 100, for

Difterent foctors are

Comlmmblu annultiea for women would ho
. Ifemployco elects to reerive a sknglo

fife annuity with forfeituro to fund of any balance to his credit ot thine of death,
annulty would be larget.
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¢ 'Potal annulty computed by Plan I, guaranteod-minlmum pnnulty, Al
nther anmultles (lgured nader Plan £ which gives larger annultles ander con-
ditlons specied,

s Government annuity, cqunl tn ciplnyes's purchasablo annulty, nccord:
Ing to 1039 amendimoent,

Boureo: U, 8. Olvll Horvlee Commisslon, Retiromont 13 vislon, Actuarlal
Bectlon.
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and corresponding life expectancy of the annuitant
and with the eleetion of a forfeiture or nonfor-
feiture typo of ammuity. For a man with the
minimum requirement of 15 years of servicoe (after
1930) and a salary of $1,260 per year, this formula
yields o nonforfeiture annuity at retirement age
70* of $513.92 (table 3); for a womann, $507.45;
$450 of cach nmount is the Governmeni allow-
ance.  Since only the purchasable part of the
annuity inereases with tho salary grade, the annu-
ity for & man with 15 years of serviee and n
salary of $4,600 would be only $746.67, while for
one at the $5,600 a year level it would e $816.36.
On the other hand, a man who had an annual
salary of $2,000 bhut who had 30 years’ scrvice
would be cligible for $1,223.46 at the timie of hLis
refirement.

Tho weighting of the Governmoent annuity, and
hence of Lthe Lotal annuily, for years of service may
be seen from the following tabulation of the
annuities payable to men retiving at age 70, with
approximately the same amount of accumulations
for the purchase of mimuities, but with varying
salary and service records:

co Total aes | . Purehas- | Govern-
Annatal salary :l‘,;‘\rf‘,ﬂr cumula- I‘:}:}!,""' abtoan. | ment an-
! tions 1 ¥ huity nulty

w0 15| 9,7 0y 10,36 £366, 30 50
LBO0. ... X 3,070 2% UnH. 29 A5M. 28 [(L.1]
2600, .. 25 a, 355, 12 107715 S2T. 145 70
2,000, ... .. K] 3, HB. 1 1,221, 40 a3 48 g
1,820, ... . a5 3,458 2% 1,227. 3% F27.98 000
A0 ... L 40 G, 72210 1,202. 85 302.85 GOG

| Beducetlony miines tondhie plus interest,

The increaso in the fotal nnnuity for years of
service above 30 is slight, beeause the Government
portion of the annuity remains at $900 for all the
employees cited above with 30 years or more of
sorvico,  Iowever, an amendment effective Janu-
ary 1, 1940, provides that the Government portion
of tho annuity shall not bo less than an amount
equal Lo tho employee’s purchasable annuity.
This amendnient affeets employees with relatively
large salaries, long serviee, or both (table 3}); for
example, those with 2,600 salaries if they have

* Thoe (overnntont phnuity Is camputed shnllarly for employeos in the
85 and nZ-year rotirotient ago groups, but the nmonnt of annuity purchased
with tho cmployees' own contributlons f3 sinalter beentiso of tho grester life
oxjrectancy at the younger nged, Tho purchinsablo annulty Is ealculnted by
multiplylng the nccumulations by the following tnclors:

02-yenr group: men, O7THH05; watien, .0731420;

f5-year group; men, .0863028; wotnert, 07785810;

70-yenar group: men, .0U74R40; women, 0870271,
It on rotiremont an amployee clects to forfeil to the fand any balahco of his
aceiimulations to his credit nt tho (e of his death, the annulty fs Inecrensed.
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had almost 44 years of scrviee or those with
salaries of $5,600 and o litile more than 24 yoars
of scrvico.  An employce with oxaclly 30 years of
serviee is not afleeted unless his salary averaged
$4,054 or more.

Plan I1, the guaranteed-minimum annuity plan,
allows for cach year of sorvice (not oxcooding 30)
one-forticth of the Lighost average annual basic
salary (not exceeding $1,000) reccived during any
5 conseculivo years of service; in othor words, o
maximum of 30 times $40. I{ is this plan which
has given many employces with 30 years or more
of service and a salary of $1,600 or more for §
consceutive yeays the $1,200 por year which has
been considered thoe standard civil-servico annuity.
However, for an employce with the minimum-
service requirement of 15 yenrs and a salary of
$1,260, the plan yiclds only $472.60—less than
Plan I.

Plan IT is used whenever it will yicld a higher
annuity than Plan I. At ihe lowest salarics,
whoro one-fortieth approaches or is less than the
$30 Governmont contribution per year under
Plan 1I, Plan I, with its addition of the purchas~
able annuity, provides more liberal benefits.
I'or salaries of $1,000 or more, where the $40
maximum per year of scrvice applies, Plan I will
yicld more if the purchesable annuily is more
than one-third of the Governinent allowance of
$30 por year of service. Howover, for salaries of
$1,440 to $2,000, when the accuinulalions from
yoears of sorvice are so moeager as to make tho
purchnsnble annuity small in eompnrison with the
Government allowanee, the guarantceed-minimum
plan yields a larger annuity (tablo 3). Most
retivoments {0 date have beon under Plan II,
sinco tho annuity which could be purchased by the
accumulations from employee contributions since
1920, usually on only a portion of the employee’s
Government service, is a relatively small fraction
of the annuity granted.

Like tho railrond retirement system and many
private pension plans, tlie civil-servies retirement
system moets tho problems of employeos who were
alrendy in Governiment service bofore the osiab-
lishment of the system by the allowance—up Lo
$30 under Plan T or up to $40 nnder Plan II—for
cacly year of service (up to 30 yoars), whethoer
before or after the establishment of the system,
It makes no provision, however, for the rotire-
ment of employecs with a short period of service in
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covered Federal employmont, i. ¢, omploycos
already of advanced ago whon they onter Govern-
moent service,® The relatively high minimum-
sorvico roquirement for rotirement on account of
age—16 yoars—and tho proportionate weighting
of tho annuity for years of servico are in sharp
contrast to the old-age and survivors insuranco
provisions undor the Social Socurity Act in which
prior-service credita ' are not provided and the
incroment for yoars of servico is a relatively minor
fraction of tho total annuity.

Tho formulas used for ngo annuitics under tho
Civil Service Rotirecmont Act are used in figuring
disability benofits for employces who are * totally
disabled !? for useful and cfficient service in the
grade or class of position occupied,” but only 5
years of service, rathor than 15, are required.
Obviously tho formulas produce small annuitics
for omployces disabled after the minimum length
of sorvico—about $165 under Plan I for entrants
alter June 30, 1930, with a salary of $1,260, and
$200 under Plan 11, for salaries of $1,600 to
$3,500.

It is significant to note that theso disebility
bonefits are for total disability measured apainst
the specific occupations, and must not be confused
with tho pormancnt-total disability requirements
“for any gainful work or hire” found in other dis-
ability retirement systems.

For omployces involuntarily scparated from the
sorvico after 30 yoars’ employment under o special
provision of the Independent Offices Appropria-
tion Act (the so-called Kconomy Act) cffective
botween June 16, 1933, and July 1, 1935, annuities
were computed as in automatic age retiremont but
reduced by 3} percent until the annuitant reaclies
normal retirement ago,

When appliod in involuntary separation of om-
ployees at lonst 45 yoars of ago with 15 or more
years of service who olect anmuitics to begin at

19 The possibility of large numhbors of omployeod renching retirotnont ngo
without 15 yonrs of service fa cliininnted by ngo limils for catering the efnasiNed
sorvlce, which, howevor, tlo not apply to persons with veloran proference,

1 Tho aold-ngo onfl survlvors insurance formuln, which atternpts to meot
the problom of employces in coverdd omployment bofore tho establfshment of
old-ngo fngurance by an average-wogo formuln Instend of prior-service credits,
would, In the carly ycars of {ts operation, contributo toward meoling tho
noods of older workers ontor(ng covorod employment for tho Airal time., How-
evor, nd tho program matures anil tho poeriod longthona during which such
workers could have onrned wngos In covered oinploymont, tho reduction in
thoe avernge wago will roduce tho amount of bonphts avallahle for workers
enterlng covered omployment late in lifo,

1 Employeea disabled by a work-counsctod acefdont may chooso botweon
digabllity bonefts under the CIvil Borvico Rotiromont Act and bonoeflts pro-
vidod by the Fodorol Componsation Act of 1018, adminlstered by the United
8totes Employcos' Componsatlon Cominlaston,

36

Chort 2.~4nnuitants on the roll of the threo retiramen
and disability funds administered by the Civil Sorpice
Commission, and annual valio of tho roll, fiscal year,
ended 1921-40

THOUSANDS OF ANNUITANTS MILLIONS OF DOLLARS
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Bourco: Tablo 4.

ngo 55 or at separation, whichever is later, the
formula yiclds smnall annuitics not only becauss
of the fowor yoars of service but also bocause of
an adjustment for the longer life expectancy at
the carlier retivement age, Ifor instance, a de-
ferred annuity of $600 at age 70, based on 15
years’' service, would yield only $286.68 per year
at age 55.

The Civil Service Retirement Act makes no
goneral provision for survivors’ benefits, compara-
ble to those of tho old-age and survivors insurance
program of the Social Sceurity Act.” In January
1940, a provision for joint and survivor annuitics
similar to that of the Railrond Retirement Act
wont into effect. Any employce rotiring under
the ago or 30-year-sorvice provisions may olect at
rotiremont a lower annuity during his lifetime in
order that, after his death, his widow or other
designated beneficiary may receive an annuity
durtng her lifetime, The amounts payable de-
pend on the life expectancy of the employce at
rotirement, as well as of the beneliciary, as doter-
mined by their age and sex, and also on the choice
of a survivor’s annuity equal to, or 50 percent of,
the employee’s annuity. In the first 6 months of
its operation, approximatoly 3.9 percent of the
annuitants retired for age or service elected this
type of annuity.

An annuitant who has not elected a joint and

1 Bee Brongon, 1. O, “Old-Age and Burvivors Insurance in Its Relation
to Publioc Employces,"’ Social Security Buliefin, Vol. 3, No. 8 (May 1040},
Pp. 10-186,
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gurvivorship annuity may eclect n forfoiture or
nonforfeiture annuity. If he clects a nonforfei-
ture annuity, any unexpended balanco of his
accumulations is payable to his designated bene-
ficiary or to his estate upon his death., The for-
feiture annuily is larger because the annuitant
agrees to forfeil to the fund any balance of his
accunulations at his death. The Governmont’s
ghare of the annuily is always on o forfeiture hasis,
When employees die before retirement, lumnp-suin
refunds are made of all their contributions plus
interest,

Growth of the Retirement Roll

During the first decade of the operation of the
Civil Serviee Retirement Act, the retirement roll
grew slowly (chart 2). At the end of the first
yoar of operation (June 1921) 6,500 rotired civil
employees were drawing benefits at the rato of
$3.7 miliion per year. DBy June 1930 annuitants
had increased Lo 17,800, and the annual amount
payeble, Lo $13.5 million. After the liberaliza-
tion of Lhe retirement law by the 1930 nnend-
ments, the incrense was more rapid. By June
1940, the number of annuitanis had incrensed to

62,000; the annual value of the rell to $59.9
million (table 4},

Total disbursements for monthly benofits under
the Civil Servico Roetirement Act during the 20
years were $508,8 million (table 2). Disburse-
ments of $4.7 million fromn the Canal Zone retire-
ment and disability fund and of $210,000 fremn the
Alaska Railroad retiremont and disability fund
increase the total annuity payments to $5613.2
million.

Botween 1921 and 1940, $056.1 million was
returned to employecs leaving the service or (o
survivors of decensed employces or annuitants
undor {ho civil-service retiroment plan, $95.9 mil-
lion under the three plans administered by tho
Civil Service Cominission. More than hall a
million employces withdrow their doposits upon
leaving the service and lost the righta which they
had been accumulating for old-age and disability
benefits, A small proportion of these workers re-
placed their deposits upon returning to classified
Federal employment.

During the 5 fiscal ycars 19356-36 to 1039-40
for which data on amounts of refunds are separable
(table 5), more than 75,500 employees who wore

Table 4.—Annuitunis on the roll of the three retirement and disability funds administered by the Civll Service
Commission and annual value of tho roll, Juno 30, 1921-40

Annuitants on tho roll

Annua) valuo of tho roll

Tuolnd Civil Bervico

Alnskn (o thousands)

Cannl Zono Hoilrond

Year | _ _.._
- invaol oI In:'o!-
" sne | tntary | o . SA- | untary
Total | Aot | iy sepnra.) Total | At | iy [separa
tion ? tion?

Invel

D lsa-| untar Olvil | Canal Alaska
Totol | Ao (1111 y| e warn. | Totel#| Aga | Total | g 0o | S0 g‘;‘é’

ton1?

0,471
7,670
2 o0,334
.| 10,618
1 11,039
12, 524

.| 22,150
| 2604
.| 33,043

15,177

44,887 082 Bl
87,074 770 a0
G11 | 400 [ 104 38 [ 1] 54 | 00,700 | 80,870 820 07

1 8eo footnotes 3 and 4,

¥ After 15 yenrs or norg of servics and ot Isast 45 yonrs of npo.

¥ Includes involuntory sepuration, 1921-30: voluntnry rotiroment aftor 30
?‘%\{s‘;o&orvlco. 1051-40; and involuntury rot{remnont nfter 30 yonrs' sorvlee,

+ Includes voluntary and Involuntary retiroment attor 30 yoars’ sorvice and
voluntary retiromont nfter 26 years* servico.
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1 Diftoronco betweon total and ago annuitanta reproscnts disabillty snoul-
tants excopt for I Involuntary soparaiion cach yoear,

Bourco: U, B, Civil Bervice Commisslon, 87th Annual Report, flacal year
auded Juna 30, 1040, pp. 143, 148, 146, tablos 1B, 20, 22,
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Table 5.—Refunds from the three retirement and dis-
ability funds administored by the Civil Service Com-
mission, fiscal years 1935-36 through 1939-10"

Total
Fund and tygpa of refund Numbar |nmount (in A voraga
¥ thousands) amotnt !
Total.._....... S 101, 147 $37, 394

To sopnrated cumployees., .. ... . 75,5813 B 15,283 $202
Civil Borvico. ... U 74, 530 15,023 202
Cannl Zone_ . __ 07 5 387
Alaskn Rallrond 370 25 05

To survivors of deconsed cmployeos. . 114,012 L5, 745 1,050
Civil Servico. . . 14, 791 15, 141 1,033
Cangl Zono._ .. . 103 150 1, 842
Alnskn Linilron, 13 5 20

T'o survivors of decensed annuiinnts. .. 210,722 0,867 640
Clvil Borvico. ... ... ... 10,021 0, 702 637
Cound Zono___.__. 80 12} 1, 055
Alaskn Rnllroad ... ... 12 10 A50

! Data for Alaska Rallrond retirenmiont and disabllity fund cover only 4
yourg 19306-37 through 1030-40, complete period of operntion.

* Computed fromn unrounded doata.

# Nurmnber of cinployces or annuitanis with respect to whain payments
wore mnde, not number of benofictnries rocolving payments,

Sourco: Unpublished data from the Actuary of the Retirement DHvision
of tho Clvil Sorvice Commnlsslon, See ulso p, 96, table 4,

separated froin employment withdrew deposits
exceeding $15 million, or an average of $202.
Almost 15,000 employces died while in active
service. Their contributions lo the retirement
fund, paid to their survivors, also execeded $15
million, or an average of $1,056. Almosi 11,000
annuitants died with an unexpended balance of
accumulations in the retirement fund, The
amount paid to their survivors totaled ahinosi $7
million, or an average of $640. Tabiec 5 shows
separately the refunds reported for the three
systems administered by the Civil Serviee Com-
mission. The total nmounts paid from the Canal
Zono and Alaska Railroad retivenent funds are
small, but the varintions in average payments are
significant. The higher salaries of Crnnl Zone
employces are reflected in the higher average
amounts peid with respect to such employees,
while the short period of service covered by the
Alaska Reilroad Retireinent Act is reflected in
lower average amounts paid with respect to em-
ployces under that act.

Characteristics of Annuitarnts

The annuitants on the roll June 30, 1040, are a
cross scction of Government cmployces whoe have
rotired between 1920 and 1940. Their average
number of years on the roll was 6.3; the Iargest
number of annuitants and tho median pnnuitant
bad been on the roll 6 years, Their ages (averag-
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ing 67.8) varied from 26 for the youngest disability
annuitant to 120 for the oldest age annuitant,
Their service averaged 27.3 years; it varied from 5
years to 64 years; and it begnn as early ns 1868 or
ns recently as 1935,

The majority of the annuitants were men, and
in the 65-year retirement age group (table 6),
Moro than 57 percent of the total annuitants and
moro Uthan G1 percent of the men on the roll wers
former PPost Office Department employees (table
1).  Almost four-fifths of these 35,000 Post Office
annuitants were letter earriers or post-oflice clerks,
laborers, and mechanics, who sre automaticnlly
retired at age 65 if they have had 15 years' servies
or optionally at age 63 if thoy have had 30 yenrs or
more of service; another eighth were railway postal
clerks, who retiroe at agoe 62, The next largest
percentage—12.2—of the total annuitanls were
Navy Departiment employees, principally novy-
yard mechanics and laborers in the 62-year retire-
ment proup.  Only 8 other departments or estab-
lishments accounted for ns much as L pereent of

Table 6.—Number ard percentage distribution of eivil-
service annuitanty vn the roll, by sex, statutory age of
retirement, and cause of retiverment, June 30, 1940

Causo of retiretnent
1 Hetirement after
Sex and statutory age | o 40 vpsare® corrion Invol-
of retiremont Fatul 40 years” servic Disa. Luntary
Ape o e (1o ] S0Damme
! hillry tion?
Volun-: Inval-
try ! uninry?
Total. ... i
Total, then. ._....| 5,007 | 27,705 1 K74 |
L1V T 4 TR I P33 7, 21 1,008
DA years..ooooeeen oo IO IR 7,244
TOyears. .oooLooL. 9,403 | 4514 2,072
‘Total, women.. .. 7,030 | 2421 3, 420 307
02 ¥0NrS. eeeiianiannns 121 67 14 1
M yenrs......o._ L] 47 1,170 1R 1, 0 14
b 11T DU 3,002 1178 187 432 | 2083 182
Pereentage distribution by eanse of retlrement
Total.,......... | 1000 4. 7 0.2 1.2 24.7 3.2
Total, ten. ... T00.0| s0a| 08| 13wl zra| 31
02 yonrs. 1000 a1 1.3 4.0 17.4 2.0
&5 yonrs 100 1 4184 1.7 17.0 2111 2 A
70 yonrs. L0 0 47.9 7.2 [{I8] M1 0.0
Tolal, womes....{ 100.0 M1 5.2 7.3 48.7 44
N2yeara............_...1 100 6. 4 4.0 a0.7 .8
05 yonrs. .. -1 1.0 49,9 50 0,2 43,8 4.2
70 years. . [ 100.0 2.7 4.7 8.4 52,0 4.0

1 Within 2 ysnrs of ratiramant ngn.

1 Rogardless of ago; offociive 1643-35 only.

L Aftor 15 years or moro of service and ot longt 48 years of ago.

Hource: U, 8. Clvil HBervice Commission, Retirement Report, Dscnl yonr
ended June 30, 1040,
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the total number on the roll, and only 4 additional
ageneics had o8 many &8 100 annuitants,

Tho percentage distribution of the annuitants
by departiment ov establishment does not parallel
tho percentage distribution of employces in the
cassified service (table 1}, Compare, for instance,
the Post Office Department, with 40 porcent of the
classified covered employees and 57 percent of the
annuitants, and the War Department, with 15
pereent of the employees and 7 percent of the
annuilants: or the “all other agencies,” including
the newer agencies, with 5.3 pereent of the classi-
fied workers and 0.6 pereent of the annuitants,
Such differences may be explained in terms of the
date at which an ageney was established or
periods of intensive hiring or lay-offs  which
influence  the number of qualificd employces
reaching retivement age in future years, as well as
the different statutory retirement ages for particu-
lar groups predominating in the various agencies.

The relationship between statutory retirement
age, sex, and cause of retirement is shown in table
6. The differences bhetween men and women in
distribution by reason for retirement are largely
influenced by the diflerences in retirement age for
their occupational groups.  The majority of the
men--62.3 pereent—were in the 65-yenr statutory
aee group; the majority of the women—>506.4 per-
cent—were in the 70-year age group. Thus for
tho men there is more likelihood than for the
women hat the individual’s state of health will
permit working until the normal reticement age.

Almost one-fourth of the 62,000 individuals on
the roll June 30, 1940, were disability annuitants,
However, the proportion of disability annuitants
varies greally as between men and women and
among the statutory retivement age groups, The
higher (he normal vetirement age, the larger the
proportion of cmployees retiving on apccount of
the mentnl or physical disabilitics of senescence
prior to reaching retivement age.'*  Among the
men, the proportion of disability amuitants
varied from one-sixth for the 62-year group lo
almost three-tenths for the 70-yenr group.  Almost
half of the women on the roll were rotired for
disnbility, but less than two-fifths of thoese in the
62-year group and only slightly more than two-
fifths of those in the 65-year group were relired
for this reason.

W 8 Allmeyer, A. 1., *'Socinl Scenrlty for Permnnontly Disablod Work-
ors," Soclal Security fiudletin, Vol. 4, No. 3 {March 1041}, pp. 3-10.
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Similarly, the lower the retirement age, the
larger the proportion of employces who are able
to work until vetivement age. While less than
one-half of all annuitants wero retired on account
of ago, alinost two-thirds of tho 62-year ago group
were rolired for this cause. One-tenth of the
annuitants butl only one-twentieth of the women
had taken advantage of the opportunity to rotire
2 years before the regulav retivement age which
is available to employees with 30 years or more of
service., These voluntary retirements are essen-
tinlly age retirmments, sinee all employces covered
were within 2 years of the statutory retirement
age. They bring tho lotal age retirements closo
to 60 pereent of thoe total. Only 3 percent of the
total annuitants represent involuntiary scpara-
tions of employces 45 years of age or over with 15
or more years of service, who clected monthly
payments instead of cash refunds. However, 13
pereent of all annuitants on the roll June 30,
1940, had been retired under tho temporary pro-
vision effective 1933-35, for involuntary rotire-
ment of employces with 30 years or more of service,
regardless of ape,  These annuitants wero largely
letter earriers and post-offico elerks in the G5-yoar
group. The table suggests, however, that this
provision, like the disabilily provision, was used
to retire employees whose normal retirement age
was not adjusted to their individual working
capacily.

Average Amount of Annuity

Under the original net of 1020, which sel a maxi-
mum annuity of $720, the average annnity varied
from $568 in 1921 (o $545 in 1925, After the
amendment of July 3, 1026, which raised tho maxi-
mum to $999.00, the average annuity rose to $721
in 1027 and to $759 in 1930, With the present
annuity formula, in force since 1930, the average
has been as low as $052 in 1031 and as high as $980
in 1934. ‘The averago nsof June 30, 1940, was $065.

In table 7, the distribution of annuitants on tho
voll as of Juno 30, 1940, by amount of annuily is
shown in $100 intervals by cause of relirement.
The effect of the guaranteed-minimum formula
is clearly shown; more than ono-third of all annui-
tants and more than nine-tenths of thoso retiring
voluntarily with 30 years or more of servico roceive
exactly $1,200, tho amount yiclded under this
formula for 30 ycars or more of service at a salary
of $1,600 or more.
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Table T.~Number of civil-service annuitants on the
roll, by amount of arnnuity and cause of retirement,
June 20, 1940

Cuauso of retiroment

Retiremont after|

Amount of annulty 1 Totnl 30 yonrs® service Invol-
Ago Disn- | untary
bility | separp-

Yolun-| Invol- tlon ¢

tary t | untary?

30,210 | 6,318 | 8,180 | 15,201 2,010
30 0 0 2 0
180 0 1 13 4
225 1 0 027 137
280 3 0 H32 442
47 1 1 1,258 420
1,083 1 i 1,478 303
2,005 0 1 1, 052 240
2,220 ] 5 1,85 1M
2,349 14 21 1,344 106
2,307 04 70 1,167 i}
2,762 on 75 1,218 50
3,412 140 4,850 1,273 7
10, 033 6, 743 3,031 2,820 2
450 26 100 88 0
44 3 0 3 0
17 1 0 1 0
4 0 ] 0 L+
0 1 0 0 0
1 0 0 0 aQ
073 | 1,104 | 31, L0 $803 $338

1 To poarcst dollar,

1 Within 2 years of retlremont ago.

! Regardless of age; effective 1933-356 only.

¢ After 18 years cr more of sorvice and at least 45 years of age,

Bource: U, 8, Clvil Service Commission, Hetirement Report, fiscal year
onded June 30, 140,

A distribution of annuitants on tho roll by yenrs
of scrvico shows clearly tho cffect of length of
sorvice, especially servico up to 30 years, on tho
amount of annuity. The averago annuity of those
rotired on account of disability after 5-9 yemrs’
sorvice is only $282; after 10-14 yenrs, $473, In
contrast, the nverage nnnuity of nll typecs based
on 25-29 years of service is $1,085, and for the
threo 5-year groups 30-44, $1,167, Tho distribu-
tion of length of service by sex and by type of
annuity (tablo 8) shows that most classes of annui-
tants with 25 or morce years of service have average
annuitics of $1,000 ormore. Aswould be oxpected,
because of the reductions made for annuities
boginning between age 55 and retirement age,
tho averago for employces involuntarily separated
from the scrviee after age 45 is appreciably lower
than for other types of annuitics.

While the averago annuity for women ($772) is
22 porecent less than the average for men ($990),
tho difference is largely the result of the fact that
their average serviecis 16 pereent less.  For most
groups, the average annuity for women is only 5
to 10 pereent less than the average for men with
the samo length of service. The boenefit formula,
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weighted in favor of lower-snlaried omployces,
reduces the effect of the women’s lower averagg
snlaries.

Table 8 calls nttention to the owctrcmcly long
servico of some annuitants. IBven in the so-called
“30-year-service group,” 37 pereent of the mep
and 50 percent of the women who retired volup.
tarily beforo rotivement age had had 35 years or
moro of service; 2 percent of the men and 8 per-
cent of the women had worked for the Govern-
ment 45 years or more, While disability annui.
tants may rectiro with as little as 5 years’ servieg
and 24 pereent had less than 15 years, 22 porcent
of the men and 13 pereent of the women had had
30 years or more of Government scervice. Although
most of the annuitants who were separated invol-
untarily after age 45 had had between 15 and 29
years of service, more than 11 percent of the men
and 10 percent of the women in this group
had had 30 years or more of service, A few had
worked 45 years or more but had not reached
the optional retirement age.

The effeet of years of serviee on the size of
annuities is understated by the date in table 8,
singe many of these annuitants had scrvico befors
1920, which is refleeted only in the Government
annuity and not in the annuity purchasable with
the employee’s contributions. Table 3, on the
other hand, overstates the eflect of years of servieo
on the size of annuities granted to date, since the
annuities are ligured on n rate of contribution in
effect only since 1930,

The increasing range of benefits rellecls in
part tho influenco of the accumulation of contri-
butions. The highest nnnuity granted in 1938 was
$1,546; in 1939, $1,651; in 1940, $1,900. In spito
of the addition of a few annuitants at higher annu-
ities, tho average annuity in 1840 is lower than the
average in reeent years becouse of the retiremont
of a constderable nuinber of low-salaried fourth-
class postmasters, who first heecame eligible for
annuity benefits on February 1, 1940,

Proposals for Changes

Some of the limitations of the protection
provided by the civil-service retivement plan have
already breen mentioned: (1) the exclusion of large
nurmbers of Federal workers not prolected by any
specinl retirement plan; (2) the heavy minimum-
service requircmncents for age retirement; (3) the
limited survivors’ benefits provided; and (4) the
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frequent dissipation of rights through return of
deposits when omployecs leave the gervice,

Tho operation of the latter two factors is now
peing emphnasized by the increasing shift of om-
ployecs undor thoe impetus of the defense program.
In addition to the migration of professional
employees from State and eity to IFederal emnploy-
ment, defense activitios aro drawing into the navy
yards and arsonals of tho country many employees
proviously covered by Federal old-age and sur-
vivors insuranco. Many will not remain in
Federal employmeont long onough to acquire
rotirement rights under the Civil Service Retiroe-
ment Act, while their rights to old-ago and sur-
vivors insurance under the Socinl Sccurity Aect
diminish or vanish with the passage of time.

Various proposals to bridge this gulf betwoen tho
various systems are now being studied.'®
The diverse retirement ages provided for differ-
ont groups of civil-servico omployces havo long
been recognized as ercating substantial complica~
tions. The ostablishmont of the rotiremoent age
of 65 under the Social Security and the Railroad
Retirement Acts challenges the equity of the
statutory 70-year retirement (68 with 30 years of
sorvice) for one-third of the Federal employecs
W In an article on Persotinel Adminlstration In the Boventh Doeado, Toonard
D. White, formerly & Clvil Bervico Commissloner, calis attention to tho move-
ment of eity and 8tate personnel o the Faderal Qovornment and the limita.
tion on such movement "1t publle reliromont systomns aro widely inaugurated
whioh fall to permit the trausfor of ponsion aceruals. The antiolpatod eproad
of ponston plans, a necessary alop torward, noed not ourtafl freodom of move-

ment 1t thoy aro properly construeted, but will unless caro Is taken.'” Publle
Personnet Revlew, April 1040, pp, 1-9. Beo also Dronson, op. oft.

Table 8.~Nrumber of clvil-service annuitants on the roll and average annuity, by sex, years of service, and cause of
retirement, June 30, 1940

Cnauso of retirement
Total Retlrement after 30 yoars' serylce ——
- nvolunlar
Years of servire ol retiremnent Age Disablitty sopamtinn¥
Yoluntury ! Iovoluntary ?

T Average Averago Averngo Avorago Avarngo Avorago
Number nnnuity Nuwher annuity Number anmmity Number annuity Nunboer nnnulEy Number | wrnui v
Men nnnultants

Tolnl_....... U &4, 7 11,874 $634 1,72 $5652
040 P27 (R P,
1,730 L I'{i ) PO
2,272 L] 424
2,085 805 4178 530
2,220 1,074 309 434

1,920 1,183 152 ki
518 1,133 34 810
132 1,184 10 D00
3w 1, 184 2 m
1, 1 1,035
L S [+ I PO,
[ {1 R |1 3N S

1.8 2.3
112 2,421 3,420 $009 307 400
268 [ .. ... i 208 |.oooii e
AGT foo 008 407 fcomen i
50 i} 1,037 043 104 372
737 13 ] 01 74 457
880 414 323 070 42 022
i, 008 204 ma 1,142 16 004
1, 000 101 104 1,150 12
1,118 118 48 1,102 a s
1,111 87 10 1,103 1 732
1,003 a1 1 1, 2 [1 I PO
772 & (1] (R L1 I DR,
Averago servieo, .. ......-. . 23.4 20 w1 20,0

1 Within 2 yeara of retiremont ngo,
¥ Reganlless of ago; offective 1033-35 only.
1 Afler 16 yenrs or mare of sarviee and nt lenst 45 yoars of nge.
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Bource: U. 8. Clvil Servico Comunission, Retirement Repord, fiscal year
oncled Jung 30, 1040,
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covered by the Civil Service Retirement Act.

In its annual report for the fiscal year ended
June 30, 1940, the Civil Service Commission
stoted, “The most important recommendation
horetofore made by the Commission is that for
a uniforin compulsory retiremoent age of 70 aftor
15 years’ service and n uniform optional retire-
mont age of 60 after 30 years' service or 62 after
15 yonrs’ sorvice. The optional provision should
be available to the Government as well as to the
employee.” Similar proposals, but with optional
retitemont “standardized at age 60 after 15
or more yoears of service,” were made by a sub-
committee of tho President’s Committee on Civil
Service Improvemont in its report of Ifebruary
1941, with endorsement by the Committce, which
urged favorable consideration by the Congress,

The subcommittee ealled attention to the “im
portance of the provision of a retirement system
which will have tho effect of assisting to retain in
tho service of the Government able professional
men, scientists, and administrators, and which
will at the same time make certain their retire-
ment when they have passed the height of their
powers.”  Such a provision would offset to some
extent the present weighting of the benelit formula
in favor of the lower-paid worker, The subeom-
mittee points out that the proportion of {inal pay
allowable as an annuity under the present retire-
ment act to annuitants whose rate of remuncra-
tion is more than $2,400 at the time of retiroment
varies from 18 to 25 perecent. DBelieving “that
this proportion is not in accordance with the in-

L
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terest of tho publie service in atiracting and hold-
ing the high quality of professional, scientific, ang
administrative omployces needed in the Govery-
ment service,” the subcommitice recommonded
that an annuilty to an employee with 40 years of
servico should be not less than half the highest
averago salary for any & consecutive years, with
a proportional minimum allowance for employces
having less than 40 ycars of service. It recom.
mended also that disability annuities be liberalized
by the allowanece of 10 years’ serviee credit for all
employces retired for disability with 5 to 10 years
of service.  To finance these additionnl benoflits it
was recommended that the employce contribution
rate of 3% pereent be inereased Lo 444 pereent, with
a further inerease for cmployees carning move than
$3,120 per year,

In the first 2 months of the 77th Congress, 1041,
13 hills to amend the Civil Service Retivement Act
were introduced.  Of these, 5 proposed reducing,
and in general standardizing, the retirement age,
Others proposed extending coverage to groups
whiech are now excluded ; providing survivors' bene-
fits for widows of cmployces and of annuilants;
permitting employces who ave separated from Uhe
gervice & years hefore hecoming eligible for rotire-
ment to retain their retivement rights by continu-
ing to make contributions until they ere cligible
for an annuity; providing deferred annivities for
persons separated from the service after 5 years'
ecmployment; and liberalizing (he law in other
ways, with or without a corresponding increase in
cinployece contributions,
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