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FOREWORD

This report was prepared in response to Senate Resolution No. 80, House Resolution
No. 123, and House Concurrent Resolution No. 115, S.D. 1, which were adopted during the
Regular Session of 1992. The resolutions requested the Legislative Reference Bureau l o
study the feasibility of implementing a phased retirement program for state and county
employees who are members of the Employees' Retirement System. This report contains the
results of that study.
The data presented and the findings and recommendations made in this report could
not have been achieved without the assistance of the many persons who consented to be
interviewed and who responded to the Bureau's surveys and other requests for information.
We are especially grateful to the Employees' Retirement System, the State Department of
Personnel Services, and the county personnel departments for their cooperation.
Samuel B.K. Chang
Director
November 1992
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Chapter 1
INTRODUCTION
Recent trends toward retirement before age sixty-five have created a number of
problems for American society. Among these: economic stresses on the social security and
private pension systems; diminished productivity caused by the loss of experienced workers;
rising health care costs for employers and government; and physical and mental health
problems for workers who prematurely forfeit their lifetime work roles for retirement.'
There is considerable debate over whether or not the trend toward earlier retirement
will continue or reverse itself. However, even if the trend is reversed, the maturation of the
baby boom generation will mean that large numbers of older workers will be reaching
retirement age in the next two decades. Employers, like the state and county governments
that have a large number of baby boomers in their workforces, could be adversely impacted
by the sudden depletion of experienced workers in a compressed period of time.
Research, however, shows that due to the improved health status and longevity of
older persons, many are interested in delaying retirement to work longer in their current jobs
or reentering the job market after retirement to take on an easier, less stressful part-time job
to supplement their retirement income. Interestingly, research also shows that such
continued employment is often discouraged by pension plans which penalize delayed
retirement or by the absence of appropriate "bridge jobs" or flexible work arrangements
available to persons faced with the retirement question.2
Nearly one-third of the combined workforce of Hawaii's state and county governments
is comprised of persons age fifty or older. Accordingly, it can be anticipated that large
numbers of employees may be retiring in the next five to ten years. More disturbing,
however, is a finding in a recent demographic study of the state civil service workforce that
many mid-career employees are leaving the workforce, thereby decreasing the supply of
employees who can assume the responsibilities of retiring older workers.3 The concern for
the draining of knowledge and experience from the State's workforce as a result of a mass
exodus of older employees was the subject of discussion in the workgroup on Employee
Services and Labor Relations at the Civil Service Reform Conference held in October of 1991.
Among the recommendations offered by the workgroup to meet the challenges of twenty-first
century was a recommendation that a phased retirement program be developed and
implemented for state employees aimed at retaining quality employees who no longer wish to
work on a full-time b a s k 4 As a follow-up to the conference recommendations, the Senate
and House adopted Senate Pesolution No. 80 and House Resolution No. 123, respectively,
and concurrently adopted House Concurrent Resolution No. 115, S.D. 1, during the 1992
legislative session requesting the Legislative Reference Bureau to conduct a study on the
feasibility of implementing a phased retirement program for Hawaii's state and county
employees. (See Appendices A and B for the text of the Senate and House Resolutions. The
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Concurrent Resolution in its final form was identicai to the Senate Resolution, so it is not
appended to this report.) Although the Conference recommended a phased retirement
program only for state employees, the Legislature preferred to include county employees as
well in the Resoiutions.5
This study examines the feasibility of implementing a phased retirement program for
Hawaii's state and county employees as a means of mitigating the impact of retirement by a
large segment of the employee population in the next five to ten years.
To carry out this task, the Bureau reviewed pertinent literature and laws; conducted
surveys of other states; state and county employers, employees, and unions; and conducted
personal and telephone interviews
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Chapter 2

THE PHASED RETIREMENT CONCEPT
I. What is Phased Retirement?
"Phased retirement" in this report refers to a concept under which employees, when
they are eligible for normal retirement, are allowed to wcrk on a reduced work scheduie prior
to actual retirement. The concept evolved out of an altr~listicconcern that workers should be
allowed a period of adjustment to ease the lransiiion from full-time work to fuil retirement. In
helping older workers prepare for retirement, phased retirement has also provided a means
for the training of new workers to succeed the outgoing workers and an incentive for older
workers, who so desire, to remain in their jobs. This concept is also referred to as "partial",
"gradual", "flexible", "tapered", or "transitional" retirement.
In the private sector, phased retirement has been successfully implemented by a
variety of businesses and interes: has been growing in recent years. In the public sector,
there is limited experience as well as interest.

Phased retirement program provisions vary considerably depending on the program
intent. Many of the European programs were designed to ease the transition of the older
worker from full employment to full retirement, but others were aimed at remedying a high
and persistent unemployment problem. More recent programs in the private sector have been
aimed at: (1) encouraging quality older workers to remain on the job longer; (2) providing
options for the growing number of older workers who want to continue working, but on aparttime basis; and (3) reducing payroll costs by replacing high salaried older employees with
lowei salaried younger employees.
There is no singular model for phased retirement as the program must be designed
specifically to meet the needs of the employer and employees involved. Generally, phased
retirement programs include variations of the following basic components:
Eligibility - Most programs use eligibility for normal retirement as the criterion for
participation if the purpose and intent are to delay fuil retirement. Programs aimed at helping
the employee to bridge the gap between full employment and full retirement may set the
eligibility a few months or years before normal retireniem

Work Schedule - Programs differ widely as to the work schedules allowed in phased
retirement. The reduced work schedules may be in terms of a reduction of hours per day,
days per week, weeks per month, or months per year. Some programs provide a graduated
work schedule over a set period of time in which the participant works less as the full
retirement date approaches. Others allow a r a y j e of partial employment options while still
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others leave the decision to a case-by-case agreement between rhe employer and the
participant
Duration - Most programs limit participation to a period of one ro three years. Some
allow for participation during the last several months before retirement or for an indefinite
period until the participant decides to fully retire.
Compensation - Many of the private sector programs allow the participant to continue
to receive full salary and benefits while in the phasing period. Some provide for a prorated
salary and retirement allowance which, when combined, is close or equal to the participant's
full salary prior to entering the program. The public sector programs, on the other hand,
usually limit the payment of a salary equivalent to the hours worked with some
supplementation by a partial pension or bonus payment.

I!.The European Experience
A study on the European experience conducted by the National Council for Alternative
Work Patterns, Inc., provided a valuable information base from which American employers
could develop and implement phased retirement programs.' This section describes the major
findings from that study.
Recognizing that the bridge from work to retirement is often traumatic and painful, the
European community assumed a leading roie in the 1970's in the development of phased
retirement programs.
Employers, unions, and governments collectively called for
impiementation of phased retirement options for older workers. Throughout the late 1970's
and early 1980's phased retirement programs were implemented in the private as well as
public sectors. In 1982, the World Assembly on Aging endorsed a number of employmentrelated policies among which were policies to encourage measures that ensure smooth
transition from active working life to retirement, that extend part-time or occasional work
opportunities beyond the highly technological or administrative levels, and that provide the
skills training necessary to implement such extension of opportunities.*
The study found that programs involved all types of industries, different workforce
sizes, and both blue- and white-collar employees. There was considerable variation in the
program provisions. Program duration varied anywhere from six months to five years. Wfiile
most programs provided for shorter workdays or workweeks, some offered extensions of
vacation time of up to one month. Participation in most programs was based on the
pensionable retirement ages of the various state social security systems which varied from
fifty-five to sixty-four. Most programs were voluntary; a few were mandatory. Some had a
service requirement of five, ten, or fifteen years. Some limited enrollment to particular
positions. A few programs that excluded managers and senior staff did so on the basis that
job responsibilities precluded work-hour reductions or because they were not included in the
collective bargaining agreements that set up the p r ~ ~ r a m . ~
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In most programs, the participant retaired full wages and benefits despite a reduction
in work time and empioyers imposed certain requirements on the employee during
nonworking l o u r s siich as participation in preretirement education programs or invoivement in
community service. Some provided reimbursement for fifty per cent of wages lost due to
reduced hours and one prorated salar~esto hours worked, but participants accrued pension
credits and benefits as though their wages and saiaries were unaffected. In most companies,
job modification was not necessary except !or certain occupational categories (sales staff,
shift workers, manasers, and senior-level employee^).^
Some plans were initiated by corporate management without union input, but others
were negotiated in collective bargaining agreements. Sweden had a legislatively mandated
nationwide plan which grew out of proposals made by the metal workers' union to the
government.5
Overall, European employers regarded phased retirement as having a positive impact
in the workplace. Several used the program for training, pairing older and younger workers
with decision-making authority transferred in stages to the younger, incoming employee. Cost
did not seem to be an inhibiting factor. Most employers felt that the financial cos:s were
difficult to estimate but viewed the program expense as relative!^ low considering the benefit
derived for both employers and employees. Phased retirement costs were often regarded as
part of training expenses which are often offset by production gains or as part of the
retirement benefit package to reward dedicated service.6 One employer reported that its
program cost was deliberately not calculated since that would invite its elimination or at least
its alteration during any subsequent budget cutting process and the program was too valuable
to risk that.7
Major obstacles encountered by European empioyers in introducing phased retirement

Insufficient thought given to hidden extra costs;
lnadequaie commitment by top management;
Insufficient thought given to sclving production problems:
Union opposition;
Insufflciect :bought given to human problems and reactions;
Resistance from lower and middle management;
Lack of briefing andlor training to show employees how to take advantage of
the greater flexibility; and
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(8)

Lack of support from the workforce

European executives stressed the importance of working with managers and union
rep:esentatives for harmonious implementation, informing employees of the program, and
securing commitment of senior corporata personne;

Ill. The American Private Sector Experience
American interest in phased ret~rementheightened in the early 1980's amid concerns
over the burgeoning elderly population. One study noted that in the 1360's, early retirement
programs were encouraged as a means to make room for the influx of baby boomers entering
the labor force. The view then, was that it was cheaper to replace older or middle-aged
workers with younger workers rather than investing in retraining and retaining workers for a
longer term. However, as the life span of the elderly increased, the costs of such retirement
policies were being felt in the early 1980's, both in terms of economics and knowledge and
experrise. Employees often took the retirement option simply because it was there and
expected. Without retention optiofis, employers began to lose valuable human resource^.^
Policymakers and empioyers were encouraged to consider and develop flexible employment
and retirement policies to meet the needs of the aging workforce.

1985 Study by U.S. Senate Special Committee on Aging
The U.S. Senate Special Committee on Aging examined various innovative policies
and practices in private-sector companies regarding the employment of older workers.
Among the myriad of programs, the Special Committee found a few phased retirement
programs in a variety of manifestations with different arrangements for remuneration and
employee benefits.'"
One thing evident in this study was that many of the companies did not limit their
offering of flexible options to only one program, such as phased retirement. Instead, they
offered a variety of options in order to meet the varying needs of the composite workforce.
Many of the private-sector companies reviewed offered some type of program where retirees
could be rehired without loss of their pensions. Most of these programs were limited to the
rehiring of certain employees with critical skills as consultants on a part-time or temporary
basis. A few companies also established "ret~reepools" from which retirees of all different
occupational groups c ~ l be
d rehired on a temporary basis. Brief descriptions of some of the
innovative programs reviewed by the Special Committee is provided ~ e i o w .
Corning Glass Works, a large manufacturer of giass and ceramic products for
indbstrial and consumer use, has a phased retirement program called the "40 per cent work
option" which is available to certain salaried professionals at least fifty-eight years of age with
at least twen:y years of service, The program was esta5iishecJ as a means to coctroi costs
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and to allow long-service employees to ohase :nto full retirement. Participants are chosen by
management and had to be in a job that did not require replacement of another person on the
payroll. Participants can retire, collect their pension a r d continue working at 40 per cent time
at 40 per cent of their preretirement salary. Participants continue to receive full medical
benefits, prorated vacation benefits, and earn merit increases on a prorated basis.
Participants can remain in the program until age sixty-two. In 1982, of the 3,800 salaried
domestic management and professional employees in the company, fifty were selected and
thirty elected to participate.!'
Koilmorgen Corporation, a large manufacturer of precision optical instruments,
initiated a preretirement community service program in which an employee's work hours are
gradually reddced during the last twelve months of employment to donate volunteer service to
the community. To be eligible, the empbyee must be eligible for retirement, that is, age sixtytwo with ten years of service. The preretirement year is divided into four quarters. During the
first quarter, the employee's workweek is reduced by one day which is spent in volunteer
service. An additional workday is dropped each quarter until the employee works only one
day in the last quarter and does volunteer work for four days. There were four participants in
1981 and one in 1982.l2
Mutual of Mew York, an international life insurance company, has a preretirement
leave program for full-time employees sixty-four y9ars of age or older with at least ten years of
service. Two-thirds of the employees (those who retire prior to age sixty-five) are not eligible
for this program. The leave program, called "hobby days", consists of one paid day off a
week for the fifty-two weeks prior to retirement. An eligible employee must provide one year
notice of intent to retire. On the average fifteen to twenty employees are eligible each year
and all have chosen to participate.I3
Polaroid Corporation, a large multinatiocal manufacturer of instant cameras, film, and
related products, offers its employees a variety of options for flexible retirement. Rehearsal
retirement and tapering-off schedules are the two most commonly used.
Rehearsal
retirement allows potential retirees an unpaid leave of absence of up to six months to
experience retirement before deciding whether or not to retire permanently. The employee
does not accrue any benefits during the leave, but may continue group insurance coverage by
paying the required premium. Under a tapering-off schedule, an empioyee may work on a
reduced work schedule for three to five years prior to retirement. Employees continue to
receive full medical insurance and prorated pension credits and other benefits.I4
Telejyne Continental Motors, a manufacturer of tank engines, offers a "Golden
Bridge" program for employees (age fifty-eight for hourly employers and sixty for salaried
employees) with thirty years of credited service. The program, which is in the union contract,
provides increased vacation time, insurance and pension benefits, and surviving spouse
benefits for each year of par!icipation. Between 1977 and 1983, 422 employees participated
with the average number fiuctuating annually from a high of 243 in '1977to a low of 199 in
1982 Most of !he participacts were the houiiy factcry woikers.'5
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The Travelers' Companies, a diversified financial services enterprise, established a
retiree job bank where retirees register with the job bank for fixed schedule and on-cail parttime positions and may work from eight to two hundred hours per month. Temporary
positions are available during seasonal periods of high workload or when employees are on
leave. Each day in the home office about sixty-five positions are filled by the pooI.16
Varian Associates, a high technology research, development, and manufacturing firm
has a phased retirement program involving a reduced workweek for employees at least fiftyfive years old with five years of service who intend to retire within two years. The work
schedule varies as long as empioyees work at least twenty hours per week. Participation is
limited to three years. The company estimated that only five to ten per cent of eligible
employees participate. While employees receive full medical and dental benefits, all other
benefits are prorated. Employees in phased retirement are allowed to build up their
retirement accounts by making additional voluntary contributions before entering or while in
the program.17

Other Studies
A recent survey of 521 of the largest corporations in the United States was conducted
for The Conference Board, a national organization that provides conferences, research, and
other services to employers. The survey found that more than 93 per cent of the firms offered
some type of alternative work schedule of which the most common arrangements were parttime work and flextime. Nine per cent of the firms offered phased retirement. The researcher
conducting the survey noted that conditions in local labor markets, projected labor shortages,
and increasing demands on employees to meet work-family needs have provided the
momentum for flexible work schedules. The researcher concluded that although companies
reported dramatic increases during the mid-1980's in the use of independent contractors and
temporary workers, they expect to decrease the hiring of people off the regular payroll and
increase their use of flexible work arrangements that encourage valuable employees to
continue working and that respond to their work-family needs.'*
Another survey, sponsored by the American Society for Personnel Administration and
Commerce Clearing House, of human resource personnel management professionals
revealed an interesting finding. Although flexible retirement policies are widely advocated by
experts and are frequently mentioned in literature regarding older workers, the survey found
that such policies are not in widespread use, nor does there appear to be great enthiisiasm
for them. Top management support was perceived as lacking and current public policies
provided disincentives for both employees and e m p I ~ y e r s . ~ gThe social security earnings
penalty; income taxes; and the ERISA regulation suspending pension beneiits to workers who
work for former employers more than forty hours a month are disincentives for the employee.
The ERISA requirement that employers provide pension benefit accrual for employees who
work more than 1000 hours a year and the requirement under the Tax Equity and Fiscal
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Responsibility Act that employers provide health insurance for employees who continue to
work beyond age sixty-five even though these employees are covered under Medicare, are
disincentives for the employer. The researchers analyzing the survey results indicated that
much more needs to be done on alternative public policies that remove the financial
disincentives and other obstacles in the path of developing flexible policies for the future.20

IV. The American Public Sector Experience
The Bureau surveyed the legislatures of the forty-nine other states to determine which
states had or were planning to implement a phased retirement program. While the concept is
not new to public colleges and universities,*l the Bureau found that it was a relatively
unfamiliar concept among state legislatures. Of the tnirty-seven states that responded to the
Bureau's inquiries, only three states, California, Iowa, and Nevada reported having programs
that cover general public employees, and one state, New York, reported having seriously
considered implementing a program. Most of the states have never considered the phased
retirement concept. Since the work schedules and working conditions of college and
university faculty differ greatly from general employees, this section deals only with the
general employee programs of the foregoing states.

California's Partial Retirement Program
California's program covers all employees except those in the University of California
and safety and patrol positions. Employees are eligible to participate when they qualify for
normal retirement. (See Appendix C for the text of the law and Appendix D for the program
guidelines.) The program is aimed at protecting the fiscal soundness of the retirement
system, increasing retirement options for employees, enhancing the quality of public service
by retaining longer the skill and expertise of senior employees, and indirectly reducing the
sociai costs of the premature departure of older workers from the labor market.
An interested employee submits an application to the appointing authority requesting
participation in the program. Acceptance of the employee as a participant depends on
whether or not the employee and the appointing authority can mutually agree upon a reduced
work schedule. The participant's work schedule can be reduced by at least 20 per cent but
not more than 60 per cent so that the participant is working at leas: 40 per cent but not more
than 80 per cent of full-time." The participant may elect to reduce the work schedule once
every fiscal year or increase the work schedule once every five years.
The participant receives a prorated salary and a prorated retirement allowance. If the
participant works 40 per cent of full-time, the participant receives a salary equivalent to 40 per
cent of the full-time salary for the position and 60 per cent of the participant's retirement
allowance calculated at the time of entry into the program, The participant can remain in the
program indefinitely or return to ~LII-timework if such work is avaiiabie The participant is
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considered an "employee" while in the phased retirement program and is entitled to most
empioyee benefits such as vacation, sick leave, heaith benefits, and pay increases,
Due to the bifurcated nature of the employee's income under partial service
retirement, the Department of Personnel Administration (DPA) and the California Public
Employees Retirement System (CPERS) jointly administer the program. The DPA has the
administrative responsibiiity; however, the CPERS has the responsibility for all aspects related
to retirement.
In its 1992 report to the Legislature, the DPA reported that interest in the program has
been much lower than anticipated. initially 4,000 eligible employees were identified as eligible
to participate; however, only seventy have participated since the program began on January
1, 1984. Forty have fully retired, three have died, one returned to fuil-time work, and twentysix remain active in the program.23 The DPA reported approximately $510,076 in salary
savings for fiscal year 1990-91 for the twenty-six employees and that the ongoing program
costs are minimal due to the small number of participants. The DPA recommended that the
Legislature repeal the law requiring the submission of an annual report to the Legislature24
The CPERS attributes the low participation rate and apparent lack of interest to a law
which allows retirees to return to work for not more than 120 days or 960 hours per year
without jeopardizing their pensi0n.~5 This amounts to nearly half-time employment. Back in
1969, the law limited work to sixty working days. In 1975, the law was changed to ninety
working days and in 1983 "or 720 hours" was added. Finally in 1989, the law was amended to
120 working days or 960 hours. The work schedule can be full-time or part-time as long as
the maximum number of days or hours is not exceeded. Although there is no ceiling on the
duration of participation, the statute clearly indicates that such employment is only for
emergencies or specialized work of limited duration. The CPERS contends that employees
view this method of reduced hours more beneficial than Dartial service retirement.
Unlike the DPA which reported minimal program cost due to the small number of
participants, the CPERS believes that the program is not cost-efficient since administration of
the program is mostly a manual process. Accordingly, the CPERS suggested that the partial
service retirement program be reviewed to determine whether it should be continued
considering the low participation rate.26

lowa's Phased Retirement Program
lowa's program was established for the purpose of cutting payroll costs by reducing its
workforce at the high end. (See Appendix E for the text of the law and applicable
Administrative Rules.) Eligibility under lowa's program is sixty years with twenty years of
service, the requirements for normal retirement. The participant remains in the program for
five years or less if the participant advances the retirement date. The participant receives a
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prorated salary and a bonbs that is 10 per cent of the full-time salary and continues to receive
most erployee benefits
According to Jerry Groff of the Iowa Department of Personnel, the program has not
been successful. Currentiy, there are only two participants and that number has varied little
since the program's incepticn. Because the program is intended to reduce the workforce,
backfilling of the position is not allowed and the appointing authority loses the position count
when the five-year period is over or earlier if :he empioyee advances the retirement date.
State departments must authorize an empioyee's participation in the program and pay for any
attendant costs out of its appropriations. Since lowa has undergone repeated downsizing
efforts resulting in numerous layoffs. departments have been unwilling or unable to voluntarily
~ ~ attributes its
cut back on full-time equivalents by approving employee p a r t i c i p a t i ~ n .lowa
problems to the unwillingness of appointing authorities to participate because it means
reducing their staff and the concern of employees that the prorated service and salary credit
earned during the five-year period will reduce their final retirement benefit.

Nevada's Phase-in Program
Nevada's Public Employees' Retirement Law provides for a phase-in program which
has been in existence since 1979. (See Appendix F for the text of the law.) The program
allows an employee to receive full service credit for part-time work if:
The empioyee and employer enter into a contractual agreement which is
approved by the Public Employees' Retirement Board;
The empioyee wiil have reached the age and completed the years of service
necessary for retirement, without actuarial reduction of the empioyee's benefit,
at the expiration of the term of the agreement;
Works half-time or more, but less than full-time, according to the regular
schedule established by the employer for the employee's position;
And contributions to the retirement system are made based on the full-:ime
employment of the employee;
The agreement is limited to a five-year period and the employee must agree in writing
to forfeiture of service credit not earned by actual work in the event the empioyee returns to
full-time employment with any public employer at any time during the agreement period
(except for elective office) or ccntinues in part-time employment beyond the five-year period of
the agreement.
According the Nevada Public Employees' Retirement System, the program has been
used very spar:ngly s i ~ c eits inception mostly by professional staff of the University system
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prior to the establishment of a separate retirement system for University staff. While
statistcal data has not been compiled nor has there been any evaluaticn of the phase-in
program, it is estimated that in the last ten years, not more than twenty have participated in
the program. It is speculated tha! interest is low because employees simply cannot afford or
do not want to work part-time despite the full service credit incentive, and that appointing
authorities may not be willing to allow such reduction in work schedules.28
Like California, Nevada laws allow the rehiring of retirees, however, on a mcre
restrictive basis as retirees cannot be rehired unless they have been retired for at least ninety
days. Rehired retirees are also limited to earning not more than one-half of the average
salary of the retirement system's membership which currently amounts to $ 1 4 , 0 0 0 . ~ 9

New York's Proposed Phased Retirement Program
In 1983, the New York S a t e Office for Aging conducted a study on the feasibility of
structuring phased retirement for New York state government employees. The study was
conducted as part of the State's effort to explore alternative work options and schedules to
enhance the delivery of services to its citizenry by responding to the needs of the service
providers, the state employees. While various programs such as "job-sharing", "voluntary
reduction-in-work schedule", and "take off the summer" were initiated, those options did not
appeal to the older employees since they affected future retirement benefits. Phased
retirement was viewed as an option for the older workers.30
The study was a comprehensive three-year process involving, among others, the
Office of Aging, Department of Civil Service, employee unions, the American Association of
Retired Persons, the Governor's Office of Employee Relations, and the Business Council of
New York. Despite recommendations that the state implement a phased retirement program
for New York state employees, a program has not been implemented to date. An agreement
on the final details of the program could not be reached due to a variety of factors. The
employers and unions disagreed on such items as the amount of service credit a participant
should earn and the use of the full-time salary equivalent for computing the final average
compensation for calculating the final pension. The program required problematic changes to
the already complex retirement system law to accommodate what would amount to a new
class of members in the retirement system. Finally, a downturn in the Northeast economy
caused concern that the proposed program would be viewed negatively as a benefit to state
employees at a time when the economy was bad.3'
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Chapter 3
WORKFORCE DEMOGRAPHICS

I. The National Workforce
The Aging of the Baby Boom Generation
The baby boom generation consists of about 76 million persons born after World War
11, between 1946 and 1964. Researchers predict that the twenty-first century will see an
unprecedented growth in the elderly population primarily due to the aging of the baby boom
generation. The Bureau of Census reported that nearly 31 million Americans in 1989 were
sixty-five years or older, and projects that this group will more than double, increasing to over
68 million by 2050.' The first members of the baby boom generation will reach age fifty-five
by the year 2001 with the last reaching age fifty-five in 2019. Because of the size of the baby
boom population and its comparatively lower birth rate, a greater proportion of the civilian
labor force will be eligibie to retire during this period than at any point in American history.*
This increase in the retiree population means that if current retirement and employment
patterns continue, there will be a disproportionately small corps of younger workers to
generate the taxes to support the government programs and services on which retirees on
limited income deoend.
In a study conducted on the implications of the aging of postwar baby boomers as they
leave the labor force, researchers found that Americans are leaving the labor force earlier.3
There was a significant decline from 1968 to 1989 in the labor force participation of older men
and a relative decline for oider women. Those who remain employed are more likely to be
working part-time4 Studying exit patterns of workers age fifty-eight to sixty-three from career
jobs, researchers found that the least likely transition was to part-time work on the career job,
but noted that it may have been because this option was generally not available to workers or
because workers chose to leave in order ensure maximum pension benefits as some pension
plans inadequately reward continued work and discourage part-time work where the earnings
base on which pension allowances are calculated is the last as opposed to the highest few
years.'
Trad!tional retirement was most common in the unionized manufacturing sector, and
least common in construction, trade, and services. Nontraditional transitions, such as moving
to part-time or fuil-time work in another job or changing to part-time status in a career job,
were most frequent among white-collar workers. Researchers predict an increase in part-time
and full-time work on new postcareer jobs due to the easing of social security employment
disincentives and the penalties realized by continuing in the career job.6
In another study conducted by the Employee Benefit Research Institute on the work
and retirement patterns ot older workers it was found that:
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(1)

Social security is likely to increase the frequency of pos:career empioyment
and partial retirement because those who are under age seventy will reduce
their work hours to remain Selow the earnings test ceiling;

(2)

Defined benefit pension pians in whicn the actuarial value of the pension is
frequentiy maximized at a time wtten the worker is fairly young provide strong
incentives for earlier retirement, but also may encourage gradtial iabor market
transitions where workers move into bridge empioyment rather than withdraw
from the labor force:

(3)

Neariy six in ten workers leave career empioyment before age sixty, 71 per
cent do so by age sixty-two, and fewer than 10 per cent remain in career
positions until age sixty-five. White males, college educated persons, and
pension-covered workers remain in career employment longer. Career jobs are
not synonymous with lifetime empioyment. Almost two-thirds of workers
remain in the labor force following the end of their longest held job, and more
than one-third continue to work for ten years or m o r e 7

As part of a series of reviews of the federal government's ability to attract and retain
quality employees, the United States General Accounting Office (GAO) examined the
implications of two widely noted 1987 reports regarding the changing workforce and the need
for employers to transfarm their human resource systems in response to those changes. The
GAO emphasized the importance of developing workforce policies that respond to the
changing workforce demographics in order to gain a competitive edge in attracting and
retaining employees and improving productivity.8 The GAO warned, however, that policies
should be carefuliy considered and should be taiiored to the particular demographic
conditions of individual agencies and the needs of e m p i o y e e ~ .As
~ to the expected increase
in the number of employees eligible for retirement in the first half of the twenty-first century,
the GAO suggests that changes in employment conditions and poiicies may be needed to
encourage continued employment of older workers or to better accommodate their needs.'O
Retirees and Their Desire to Work

A survey by the American Association of Retired Persons (AARP) found that one-third
of its thirty million members were earning paychecks and one-third of tne retirees wanted to
return to full- or part-time employment. The pool of older workers is a mosaic of individuals
with different bac~groiinGS,experience, skills, and interests. Tne pool includes retirees who
are bored with retirement and looking for some strdcture in their lives; mid-life career
changers; those who are in need of health insurance coverage and building up retirement
security; those who receive social security benefits or other pension benefits, but who need to
supplement their retirement income; and those looking for social and psychological berefits of
gainful empioyment. Some may be interested in full-time employment, but most are
interested in part-time work and flex~blehours.ll
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I I . Hawaii's State and County Workforce
The Bureau is not able to provide precise demographic data on the state and county
workforce as there was no single source that had current data on all state and county
employees that could be easily extracted for the purposes of this report. General data on age
and years of service for state employees were obtained through the Information and
Communications Services Division (ICSD) of the Department of Budget and Finance with the
assistance of the Department of Personnel Services. Comparable data for county employees
were obtained through the county personnel departments; however, one county only provided
data on civil service employees because of the time involved in manually compiling the
information requested by the Bureau. Finally, specific demographic analyses of civil service
employees of the executive branch which amounts to about one-half of the public employee
group was obtained through a study prepared for the Department of Personnel Services by
the Social Science Research institute of the University of Hawaii at Manoa. Despite this
assorted collection, the Bureau believes that the data herein provide a sufficient picture of the
State and county public employee population for the purposes of this study.

State Executive Branch Civil Service Workforce
In 1991, the Social Science Research Institute of the University of Hawaii conducted a
detailed analysis of demographic data of the 21,554 civil service employees in the executive
branch for the Department of Personnel Services.I2 Since this group represents almost onehalf of the public employees in the Employees' Retirement System, the analysis should be
representative of the entire state and county public employee workforce and is useful for the
purposes of this study.
The study reported that age demographics show potential problems in retirement and
workforce composition as baby boomers approach retirement and young workers enter the
labor market. The retention of mid-career personnel and potential retirees will become a
major concern as with the disproportionateiy high number of older employees as well as
younger employees, Among state civil service employees, 60 per cent are female and 40 per
cent are male,'3 with more females than males in officeicler:cal, paraprofessional, and
professional occupati~ns.~"aies tend to remain in civil service for longer periods of time;
women have higher turnover and fewer years of service.'"
The study found that almost two-thirds (63.7 per cent) of the employees have less than
ten years of service. Those with less than five years make up 41.8 per cent of the civil
service and those with five to nine years, 21.9 per cent. Employees with ten to nineteen years
of service totalled 26.2 per cent. This pattern showing a disproportionately high percentage of
employees with less than ten years of service is attributed in part to a significant increase in
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state civil service hires slnce 1986 and the higher than average turnover in age groups under
thirty-five.'"
The highest numbers of workers are in salary ranges (SR) 8: 9, 20, and 22: the iength
of service of persons in SR-8 and below is relatively short. With the age of retirement of state
civil service employees moving downward toward the fifty-five to iifty-nine range and the
relationship of length of service to age, the SR-31, SR-30, and SR-28 leve!s are clear!y
vulnerable to the loss of seniority and e ~ p e r t i s e . ' ~
Professionals (24 per cent), office and clerical (22 per cent), and service and
maintenance workers (20 per cent) are the largest occupational groups; however, the groups
most susceptible to the effects of retirement are officials and administrators with a median
age in the fifty to fifty-four range.'s Occupations most vulnerable to personnei depletion by
retirement age are servicelrnaintenance with almost 42.7 per cent of the 4,368 employees
over fifty-five and and 61.1 per cent over fifty; skilled craftpersons with 29.1 per cent of 1,512
employees over fifty-five and 44.3 per cent over fifty; officelclerical with 27.4 per cent of 4.712
employees over fifty-five and 38.7 per cent over fifty; and officialsladministrators with 23.8 per
cent of 289 employees over fifty-five and 46.3 per cent over fifty.'g
Departments with potentiai problems due to age demographics are the Department of
Accounting and General Services with 24.2 per cent of its 815 employees over fifty-five and
36.8 per cent over fifty; the Department of Education with 21.9 per cent of its 5,050
employees over fifty-five and 36.4 per cent over fifty; the University of Hawaii with 19.2 per
cent of its 1,631 employees over fifty-five and 31.4 per cent over fifty; and the Department of
Transportation with 19.0 per cent of its 2,107 employees over fifty-five and 33.0 per cent over
fifty.20
Resignations show the trend of a definite increase in percentage while retirements
decrease. If resignations continue to grow, there may be probiems in maintaining quality of
service.2i Resignations are heavy in the age twenty-five to twenty-nine and thirty to thirtynine range while retirements are heavy in the fifty-five to fifty-nine range. The resignation
trend suggests that there is an increasing outflow of mid-career employees leaving for
personal reasons and better employment opportunities.
The Social Science Research Institute alluded to recent reports about the federal civil
service describing a "quiet crisis" of turnover and retention probiems which threatens public
service.
The " q u i e t c r i s i s " r e f e r s t o a growing abandonment o f government
s e r v i c e by employees when t h e i r experience base enables them t o
t
is " q u i e t " because
strengthen government o p e r a t i o n s .
r e s i g n a t i o n r a t e s a r e n o t showing s i g n i f i c a n t increases, b u t
employees from t h e mid-career group, among whom may be t h e b e s t
and b r i g h t e s t , a r e a g r e a t e r p r c p o r t i o c of those l e a v i n g . T h i s
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l o s s has been a t t r i b u t e d t o issues o f p a y , b e n e f i t s , morale, and
advanceaen t .22
The Social Science Research Institute suggests that there is a corresponding crisis in
the state civil service as there is an increasing outflow of mid-career workers leaving for
personai reasons and better employment opportunities. This pattern among state civil service
employees is more pronounced in the thirty-five :o forty-four range which is part of the baby
boom population. Since Hawaii's age distribition is similar to the national picture, the effect
of the retiring baby boomers is expected to have a greater impact on government service than
any other group in previous generations. The Social Security Administration expects this
effect to commence in 1996.23

The Aggregate Public Sector Workforce
Although the data obtained from the state and county personnel departments are not
as refined as that provided in the Social Science Institute's analysis of the state civil service
workforce, they do provide a general picture of the aggregate state and county workforce,
including most of the noncivil service employees. As of July 15, 1992. the aggregate
workforce was nearly 54,000.24 Of that number, roughly 35,000 are civil service employees
and 19,000 are either exempt from civil service or under a different personnel system such as
the Department of Education certificated personnel and the University of Hawaii Board of
Regents appointees (faculty and administrative, professional, technical employees). State
employees account for approximately 40,000 or nearly 75 per cent of Hawaii's public
employees.
Approximately 26 per cent of the public employee workforce is age fifty or over (see
Table 1). The problem of an aging workforce appears to be more of a problem at the State
rather than county level. For the State alone, the percentage is 28 per cent. The age thirtyfour and under group accounts for approximately 23 per cent. Over 65 per cent of the public
employee workforce falls in the age thirty-five to fifty-four category. As noted earlier in this
chapter, the federal workforce in this age range was nearly 60 per cent while the nonfederal
workforce was less than 40 per cent.
The complied data revealed that the problem of a disproportionately high percentage
of employees with less than ten years of service found in the state civil service workforce is
not as severe in the aggregate workforce, althobgh the pattern is still evident. Nearly fifty-two
per cent of the aggregate vdorkforce had less than ten years of service, of which 33.6 per cent
had less than five years of service (see Table 2). Employees with ten to nineteen years of
service totalled 25.2 per cent. Those with twenty or more years of service amounted to 23.3
per cent compared to 10.2 per cent in the state civil service workforce.

Table 1
Employees in Active Service as of July 15, 1992
By Age Groups'
65+
State
% of Column
% of Row
Honolulu C & C
% of Column
% of Row

8

Hawaii
% of Column
% of Row
Kauai**
% of Column
% of Row
Maui
% of Column
% of Row
--

Column ~ o t a l % of Row
* E x c l u d e s s t u d e n t h e l p , temporary h ~ r e s ,and substitute t e a c h e r s
* * D o e s not include r o n t r d c t u d l o r exempt e m p l o y e e s

Source:

D a t a c o m p i l e d f r o m i n f o r m a t i o n s u b m i t t e d to L R B by the s t a t e a n d c o u n t y p e r s o n n e l otfices.

TOTAL

Table 2
Employees in Active Service as of July 15, 1992
By Years of Service
TOTAL

Under 5

-.-.

-

State
% of Column
% of Row
Monolulu C & C
% of Column
% of ROW

k4
c-'

Hawaii
% of Column
% of Row

652
(3.6)
(34.8)

34 1
(3.5)
(18.2)

347
(4.6)
(18.5)

235
(4.0)
(12.5)

219
(2.9)
(1 1.7)

68
(1.8)
(3.6)

13
(1.0)
(0.7)

1,875
(3.5)

Kauai
% of Column
% of Row

225
(14
(29.6)

137
(1.4)
(18 .O)

170
(2.3)
(22.3)

92
(1.5)
(12.1)

117
(1.6)
(15.4)

14
(0.4)
(1.8)

6
(0.5)
(0.8)

76 1
(1.4)

Matri
% of Column
% of Row
-Calumn Total
% of Row

720
(4.0)
(44.0)

29 1
(3.0)
(17.8)

189
(3.2)
(1 1.6)

153
(2.1)
(9.4)

38
(1.0)
(2.3)

16
(1.3)
(1.0)

1,634
(3.0)

18,038
(33.6)

9,630
(17.9)

227
(3.0)
(13.9)
.
7,556
(14.1)

5,931
(11.1)

7,45 1
(13.9)

3,782
(7.1)

1,255
(2.3)

53,643

Source:

.

..

Data c o m p i l e d fr'om intormation submitted to L R B by state and county p e r s o o n e l o f f i c e s
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Ill. Implications for Public Policy in Hawaii
The trend in retirement at earlier ages and the anticipated Sallooning of the retirement
population in the next decade suggest that responsive human resotirce p!anning for the
impending workforce changes is critical. Planning. however. should not only be based on
demographic trends, but should also address the specific needs of older employees. of
particular occupational groups. and of the appointing authorities. In determining the ieasibility
of programs such as phased retirement, policymakers must consider a myriad of issbes,
including but not limited to: Whether or not emp;oyees really want to continue in their career
jobs or would they prefer new post-career jobs? Are there differences in the desire to
continue working in career jobs between general office personnel and public safety personnel
where physical and mental stresses on the job may be more intense? Will there be a reversal
in the trend toward early retirement by employees in the noncontributory plan of the
retirement system who w.11 be receiving lower pension allowances?
In view of the high percentage of employees at the age thirty-five to forty-nine range
and at the less than ten years of service level, the more immediate problem in Hawaii is the
loss of mid-career personnel through resignations. If this trend is allowed to continue, the
impact of retirement will be more severe as there will be insufficient numbers of mid-career
personnel to asstime top-level positions vacated by retirees. Programs to retain employees
may be in order to avert continuity probiems in the effective execution of governmental
operations.
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Chapter 4

RETIREMENT UNDER THE CURRENT SYSTEM
The Employees' Retirement System
The Employees' Retirement System (ERS) consists of all state and county employees
except for per diem employees who elect to withdraw or not become members; legislators and
elected officers who elect not to be members; and part-time and temporary employees
excluded by rules of the board of trustees.' The ERS has two benefit plans: contributory and
noncontributory. The contributory plan has been in effect since the inception of the ERS. In
1984, the Legislature established the noncontributory plan which would apply to all new
employees hired after June 30, 1984, and employees in the contributory plan who elected to
join the new plan.* Excluded from the noncontributory plan are police officers, firefighters,
corrections officers, investigators of the departments of the Prosecuting Attorney and the
Attorney General, narcotics enforcement investigators, judges, elected officials, and persons
not covered by Social Security. Although the employers contribute the same amount to the
ERS for both contributory and noncontributory members, contributory members contribute a
portion of their salary to the annuity savings fund while noncontributory members do not.
Accordingly, the pension allowances are higher for contributory members.
The
noncontributory plan was instituted on the assumption that employees could benefit more by
investing in their own annuity savings plans which would earn more than the 4.5 per cent
interest that employee contributions to the ERS earned. Moreover, since contributions for
such annuity savings plans were deductible from income before taxes, the employee's take
home pay would be larger.
The ERS membership is categorized into three classes:
(1)

Class A consists of contributory members who entered service prior to July 1,
1984, who are covered by Title II of the Social Security Act for service
creditable under the ERS law; judges; elective officers; chief clerks, assistant
clerks, sergeant at arms, and assistant sergeant at arms of either house of the
legislature; department heads and deputies; investigators of the department of
the attorney general; and narcotics enforcement investigators.

(2)

Class C consists of all noncontributory members who entered service after
June 30, 1984, and those who entered service prior to July 1, 1984, but elected
to become a class C member; and

(3)

Class B members are ail those who are neither class A or class C. Generally
speaking, these are employees who are not covered under the Social Security
Act.3 Included in this category are police officers, firefighters, and members
who, in 1957, elected not to join social
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Class A members contribute 7.8 per cent of their saiary to the ERS.5 They can retire
upon reaching age fifty-five if the member has at least five years of credited service.6 The
retirement allowance is 2 per cent of the average final compensation (AFC) multiplied by the
years of service. Early retirement is permitted at any age if the member has at least twentyfive years of service, but the member will be subject to a reduced benefit.7
A class C member can retire upon reaching age sixty-two if the member has at least
ten years of credited service or at age fifty-five if the member has thirty years of service.8 A
class C member is eligible for a reduced early retirement at age fifty-five if the member has at
least twenty years of credited service.9 The reduction is 0.5 per cent for each month the
member is less than age sixty-two.!O If a class C member retires but later returns to service,
the member's benefits will be suspended until the member again retires and a new allowance
is c a l ~ u l a t e d . ~ ~
Class A members who have at least ten years of credited service as a judge; elective
officer; or chief clerk, assistant clerk, sergeant at arms, or assistant sergeant at arms of the
legislature, may retire at any age." They receive a pension of 3.5 per cent of AFC as well as
an annuity for each year of such service in any of the foregoing positions up to a maximum of
75 per cent of the members average final c o m p e n ~ a t i o n .Legislators
~~
who attain age sixtyfive may retire and receive a retirement allowance while continuing in elective office.14
Police officers, firefighters, corrections officers, investigators of the departments of the
Prosecuting Attorney and the Attorney General, and narcotic enforcement investigators
contribute 12.2 per cent of their monthly salaryT5to the E R S instead of 7.8 per cent and they
can retire at age fifty-five with ten years of service or at any age with twenty-five years of
service. The retirement benefit is calculated at 2.5 per cent of AFC for each year of service
up to a maximum of 80 per cent of the member's AFC; provided the last five years consist of
service in any of these occupations.'6
Sewer workers in specified classifications may retire at any age and receive an
unreduced normal benefit (2 per cent of AFC) if they are credited with twenty-five years of
such service with the last five or more years in the eligible cIassifi~ation.~7
Besides the retirement allowance, the ERS also offers disability and death benefits for
active members and free health plan coverage for retired members. (See Appendix G for a
chart illustrating the differences in benefits between the contributory and the noncontributory
p1ans.j
An employee who delays retirement beyond the date of eligibility for normal service
retirement without any reduction in benefit, receives a higher retirement allowance since
extended employment generally means increased service credit and a higher average final
compensation (assuming there are annual pay increases). Table 3 shows the percentage of
final average compensation a ret:ree gains with the increase in years of service The Table
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also clearly illustrates that the retirement benefit is far greater for the contributory member
and why the noncontributory member may be more inciined to delay retirenent to earn a
higher retirement allowance.

Table 3
Normal Retirement Benefits as Percentage
of Average Final Salary
Age at Retirement
Years of
Service

55
Contributory

Noncontributory

62 or older
Contributory
Noncontributory

*Gndc.r the noncontributory plan, normal retirement benefits are not payable if employee is age

5 5 and has less than 30 years of service. However, reduced early retirement benefits are payable
a t age 5 5 if employee bas 20 years of service, and vested benefits become payable a t age 65 if
employee leaves employment before age 6 2 and has 10 years of service.
Source: Adapted from Hawaii, Employees' Retirement System: Now You Have a Choice: Stay in
Present Contributory Retirement Plan or Join New&ncontr~ibu~..Retiremt~nt P h . July
1981, 8.

The most obvious disadvantage to the employee for delaying retirement is that the
employee does not receive the "free" health plan coverage which is part of the retirement
benefit.la At the July 1, 1992 premium rate, employees pay in the range of $532.32 to
$692.64 per year for a self only plan and $1,629.92 to $2,010.08 for a family p!an2including
drug, vision care, and dental coverage. A retiree's pension is augmented by the savings
realized from the free heaith care coverage. Because of the high and continually escalating
cost of health care, the free hea!th plan coverage is a significant incentive for retirement.
Another disadvantage to delaying retirement is that the employee remains in a higher tax
bracket.
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The ERS Membership Data
As of March 31, 1991, there were 53,595 active employees in the E R S . l g Of that
number, 34,553 or 64.5 per cent, were noncoi7tributory members. Contribu!ory members
amounted to 19,042 or 35.5 per cent. When compared w'th noccontributory members,
contributory members tend to be oider, wit'? more years of service and higher salaries.20 As
time passes, the number of contribbtory members will be substantially smaiier as those who
opted in 1984 to remain in the contributory plan retire, ieaving oniy those who are required to
be contributory mem5ers, such as police officers, firefighters, corrections workers, and
elected officials.
Of the total active members, 15,285, or 28.5 per cent, were age fifty and 0ver.2'
Approximately 591 noncontributory members and 4,453 contributory members were already
eligible for retirement.22 However, of those numbers, only 1,160 retired on service
retirement.23
Retirements under the ERS appear to average around 1,100 to 1,200 a year which
amounts to less than one-fourth of those eligible to retire. Tabie 4 shows a comparison of the
number of members eligible to retire from 1985-1991 and the actual retirements for those
years. For actuarial valuation purposes, the assumed retirement age is sixty for general
employees, fifty-eight for teachers, and age fifty-three to fifty-five for police officers,
firefighters, and coirections officers. For noncontributory members, the assumed age is sixtyfour.24 From June 30; 1990, to March 31, 1991, the distribution by age of the 1,160 new
service retirees in 1991 and the percentage of new service retirees by age group over a fiveyear period up to June 30, 1991, are displayed in Tab!es 5 and 6.

Social Security
The social security system was established by the enactment of the Social Security
Act of 1935 to provide a social insurance program tailored to meet the risks of old age and
unemployment. The system is comprised of various benefit programs, of which the largest is
the Old-Age, Survivors, and Disability Insurance (OASDI). The OASDI, commonly referred to
as "social security" is an income-maintenance program which provides monthiy cash benefits
designed to replace, in part, the income a worker and the worker's family loses when the
worker retires in old age, becomes severely disabled, or dies25 Funds for the program come
from taxes paid by workers, along with matching funds paid by their employers, up to the
annual taxable maximum ($55,500 for social security and $130,200 for Medicare in 1992)
whicn is automatically adjusted as wages rise. Self-employed persons pay taxes i?n their
annua; earnings up to the maximum at the combined empioyer-empioyee rate. The taxes
constitute more than ninety-five per cent of the program revetues26

Table 4
Active Members Eligible to Retire
and Actual Number Retiring
1985 - 1991

Year

Eligible
Contributory

% of Total
Contributory

Eligible
Noncontributory

% of Total
Noncontributory

* T h i s f i g u r e is f o r a 15-month p e r i o d .
**This figure i s f o r a 4-month period.

Source:

Employees' .Retirement System. Annual a c t u a r i a l v a l u a t i o n
r e p o r t s f o r y e a r s e n d i n g J u n e 30. 1985 t h r o u g h June 30. 1991

Total
Eligible

% of Total
Active
Members

Actual No.
Service
Retirees

% of Total
Active
Members
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Table 5
Service Retirees (1990-1991)

General Employees
Teachers
Police, Fire S
Corrections
Total

< 55
-

55-59
298
215

60-65
275
76

65 >
-

All Ages

16
8

152
29

74 1
328

63
87

25
538

3
354

0
181

91
1.160

Source: Hawaii, Employees' Retirement System of the State of Hawaii, -of
Trustees on the Sixty-Sixth Annual Actuarial Valuation as of J u n e 30, l a x . p. 8.

the Board

of

Table 6
Percentage of New Service Retirees by Age Group
< 55
5.3OIo
6.50%
6.9Vo
7.890
7.5%

55-59
47.0%
43.9?0
45.4Vo
46.1 Oh
46.3Vo

60-65
34.6%
33.7Oio
31.2%
31.90/0
30.5%

65 >
13.1°/o
15.9%
16.5Vo
14.2%
15.69/0

All Ages

l0O0io
100%
100%
100°h
100Qo

Source: Hawaii. Employees' Retirement System of the State of Hawaii, Revort of the B o a r d d
Trustees on the Sixtv-Sixth Annual Actuarial V a h i o n as of June 30. 1991. p. 8.
A 1950 amendment to the Social Security Act extended coverage to state and local
employees who were not covered under a public retirement system.
A subsequent
amendment in 1954 extended coverage to employees covered by a public retirement system
on a group basis provided that their employers would not reduce their retirement benefits.
Finally, in 1956, the Act was amended to allow a "divided retirement system" approach to
electing coverage wheraby those who wanted coverage could have it and those opposed to
coverage could reject it. As a result of an election held in 1957, the ERS was split between
those who wanted sociai security (the present class A) and those who did not (the present
class 8). Al! subsequent employees who became members of the ERS were automatically
covered with the exception of police officers and firefighters who remained e ~ c l d e d . 2 ~
The ERS benefits are not integrated with social security and, therefore, are calculated
indepefidently. A study conducted by Alexander Grant & Company in 1976 on the continued
participation i~ sccial securlty by ERS members ncted that because benefits are caicuiated
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independently of each other, the totai retirement benefits to a career employee could exceed
the payments required to maintain the employee's preretirement standard of living2*
Accordingly, a cori:ibutory member who is age sixty-two with at least th~rtyyears of service
could receive an ERS retirement allowance plus social security which together replaces 80,
90, or even 100 per cent of the member's pie-retirement final gross earnings depending on
the specific salary level. Such replacement rates can actually exceed the pre-retirement takehome p a ~ . ~Obviously,
9
with the noncontributory system where the retirement benefit is
much lower, an employee would not be able to achieve such a high replacement rate unless
the employee has invested in other retirement benefit pians which in combination with the
ERS and social security benefits would equal what the employee would have received as a
contributory member.
To be eligible for social security benefits, a worker must have been employed in a
position covered by social security for a specified time which is measured in social security
credits. An employee may acquire up to four credits per year, depending on annual earnings.
Beginning in 1991, one credit is acquired for each $540 in covered earnings.30 Generally, a
person is required to have forty qilarters of covered work to be eligible for coverage and must
be at least age sixty-two. Benefits are based on the person's lifetime earnings in covered
work. Monthly benefits are calculated by computing the worker's average indexed monthiy
earnings or average monthly wage3' In 1989, the average monthly benefit for newly awarded
benefits were: $541 for a retired worker; $566 for a disabled worker, and $527 for
nondisabled widows and wid0wers.3~
Tabie 7 shows the hypothetical monthly benefit amounts calculated by the Social
Security Administration which would would have been payable to covered workers claiming
benefits in January 1930.

Table 7
Hypothetical Social Security Benefit Amounts
January 1990
Wage Status
Worker who had always earned-.
an amount equal to 45%0 of average earnings ................... $351
an amount equal to average wages in covered
employment.. .............................................................$578
the max;mum subject to Social Security taxes .................. $774
Source: Office of the Actuary, Social Security Administration.

$437
$720
$975
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Although full benefits are provided to retirees at age sixty-five, many retire at age sixtytwo, but they are sub!ect to a 20 per cent reduction in benefits. For every month after age
sixty-two that retirement is deferred, the 20 per cent penalty is reduced by 0.56 per cent (or
6.67 per cent a year) so that by age 65 there is no p e n a i t ~ .If~a~ person delays retirement
after age 65, the person receives a delayed retirement credit of 3.8 of 1 per cent (or 4.5 per
cent for each full year) for each year no benefits are paid between age sixty-five and
seventy.34 This credit will increase to 5 per cent for workers attaining age sixty-two in 199394 until it reaches 8 per cent for workers reaching age sixty-two in the year 2005 or later.35
Retirees who work are limited to earning a specified amount after which the benefit amount is
reduced. For 1992, beneficiaries under age sixty-five receive a reduction in benefits of $1 for
every $2 of earnings over $7,440 while beneficiaries aged sixty-five to sixty-nine receive a
reduction of $1 for every $3 over $10,200. After age seventy, there are no reductions.36
Beginning with the year 2000 the age for receiving full benefits will gradually increase from
age sixty-five to s i x t y - ~ e v e n . 3 ~
Up to one-half of social security benefits may be subject to income taxation for
persons whose income exceeds $32,000 for a married couple filing jointly, $0 for a married
individual filing separateiy who lived with spouse anytime during the year, and $25,000 for
individuais in all other filing ~ a t e g o r i e s . ~ ~

Deferred Compensation and Other Annuity Savings Plans
In 1981, the Legislature authorized the State and counties to establish deferred
compensation plans for their empioyees in accordance with section 457 of the Internal
Revenue Code of 1954, as amended.39 As a result, employees have the opportunity to enroll
in an retirement plan which can supplement their ERS and social security incomes during
their retirement years. Annuity savings plans authorized under section 457 of the Internal
Revenue Code of 1954, as amended, typicaiiy provide for a deferral of income tax on a
person's contributions to the plan. The maximum annual contribution is 33.33 per cent of the
participant's includable compensation or $7,500, whichever is lower, and withdrawals from a
person's account are permitted after the person reaches age fifty-nine and one-half. Early
withdrawal is subject to a

Implications For Policy Considerations
When the noncontribu:ory program commenced in January, 1985, approximately
16,600 empioyees who were ERS members in the contributory plan elected to switch to the
noncontributory plan. As of March 31, 1985, of the 26,709 members in the contributory plan,
23,212 were those who elected to remain in that plan.41 These contributory members tended
to be the older employees who had many years of government service. The group had an
average age of forty-six. average years of service of faurteen ac3 one-haif and an average
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salary of $22,890. As of March 31, 1991, the count was down to 14,635 and these
contributory plan members had an average age of forty-seven and one-haif, average service
period of seventeen years, and an average salary of $34,654.42 As of March 31, 1991, 4,453,
or 23.4 per cent, of the entire contributory population were eligibie for normal retirement.
Within the next decade most of those who opted for the contributory plan will retire. The
contributory employee group accounts for most of the eligible retirees every year and
employees in this group are probably iess inclined to delay retirement because the incentives
to retire are greater for this group. Contributory members who have thirty or more years of
service upon retirement and are eligible for social security benefits will have a comfortable
retirement income level, They would no longer have to contribute 8 per cent of their gross
salaries to the ERS, nor would they have to pay for their health plan coverage.
Changes in the social security law could mean that in the next century, workers will be
more inclined to work longer either because they will need the income or because the penalty
for earned income will not be as harsh. Noncontributory members will be impacted more by
those changes than contributory members.
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Chapter 5

ISSUES FOR CONSIDERATION
The phased retirement experiences of the European countries and the other states
offer vaiuable lessons for Hawaii. European employers reported that Americanemployers
would have to consider the same issues they were confronted with--economic and social costs
to the firm, prcduction demands and productivity impact, administrative and managerial
hurdles, workforce utilization and mora:e, and future personnel needs.' The American
experiences in the public and private sectors point out the importance of acceptance of and
commitment to the program by employers, including supervisory personnel, and employees.
A phased retirement program for all state and county employees will require extensive
planning discussions between the employers and the public employee unions prior to
implementation in order to identify potential problems affecting all employees or which may be
peculiar to a particular class of employees. This chapter covers those issues which should be
addressed before a decision on program implementation is made.

I. Impact on Employers and Employees

The employer benefits from a phased retirement program primarily through the
prolonged service of quality workers with extensive knowledge and experience and valuable
skills. Phased retirement also provides an opportunity to gradually adjust to unavailability of
an experienced employee and to effectively use the transitional period to train a prospective
replacement, experiment with or implement flexible work options such as job sharing, or
improve work force planning and staff utilization. Employee morale can be positively affected
if there is minimal disruption caused by the retirement of an experienced employee and if
persons awaiting retirement feel that phased retirement is beneficial i o ihem.
The greatest disadvantage to the employer is the additional administrative
responsibilities that accompany phased retirement. Supervisors will have the added burden
of scheduling work to ensure appropriate coverage and production levels. In situations where
shift wcrk is involved, timekeeping and bookkeeping for overtime work can be problematic. If
the participation rate is high, there will be added administrative responsibility in terms of
scheduling rhe work of several phasing employees within an office and caiculating the
phasing emp!oyees' salaries and retirement allowances. The employer may experience
prcbiems in filling vacancies, especially if it is limited to compensating a new full-time hire
with t i e funds realized through saiary savings from the phasing empioyee's salary or to hiring
a part-time employee oniy for the hours not worked by the phasing employee. Depending on
limits imposed on the employer in hiring replacements, the employer may be paying more in
salaries and benefits for the phasing employee and the new employee than what was paid for
the phasing employee prior to participation in the program. Finally, morale and resentment
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problems could develop i f other workers must assume additional r e s p o n s ~ b ~ l ~or
t ~ ei f scertain
employees are denied requests to participa!e
Employees stand to benefit through phased retirement by having the oppor!unity to
work less than full-time, without a substantial cut in income. For an employee who wants to
work longer, phased retirement provides them the opportunity to extend the employee's work
life with the same employer rather then having to find another part-time job. A reduced work
schedule during the last few years before full retirement also provides an older employee who
is weary from a long work life with increased leisure time to spend with the family or to pursue
other interests which in turn could result in a more positive attitude toward work. Participation
in phased retirement acknowledges the employer's continued need for the employee's
services and can, therefore, provide the employee with a sense of purpose and usefulness up
to the last day of work before full retirement.
The disadvantages to the employee are primarily economic. The employee's standard
of living could be affected if there is insufficient income resulting from a reduced work
schedule. Depending on the program design, an employee may also experience a negative
impact on retirement and social security benefits. Often, an employee may find that it is more
economically beneficial to fully retire from the current job, collect the pension, and find some
other part-time job. On the noneconomic side, the employee may experience a devaluation of
influence and status on the job due to the reduced work schedule. If a supervisor is not adept
at scheduling work assignments, compression rather than reduction of responsibilities could
result and a phasing employee may find work even more stressful.
As the workforce changes, work options and policies must also change. The role of
the public employee union is to examine and advocate working arrangements which enhance
the quality and continuity of their members' work lives. Major considerations for the unions
with respect to phased retirement include the nature of incentives offered, the overall impact
of the program on in-service and retirement benefits and working conditions, and equitable
treatment of employees as to participation.

II. Program Design Issues

Job coverage and productivity - Phased retirement is intended to reduce work time,
not compress a full-time work load into a shorter period of time. Accordingly, alternatives to
fill the workload void created by a participant's reduced hours must be availabie either
through job-sharing or other part-time hiring arrangements, the temporary reassignment of
staff and responsibilities, or the hiring of a full-time entry-level employee with the savings from
the participant's salary.
A determination must be made as to the parameters for the hiring of personnel to
cover the portion of the work schedule vacated by the participant. Should the appointing
authority be allowed to hire part-time personcel or ectry level full-time personnel? If the
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program is aimed at saving money, hiring could be controlled by limiting compensation of the
new hire to the savings realized from the participant's salary. The impact on agency
operations and the workload of nonparticipating employees must be taken into account when
determining the hiring parameters for the program.
Status of Employee - A determination must be made regarding the status of the
participant either as an "employee" or "retiree" to ensure certain benefits. A new class of
"phased retirees" or "partial service" would have to be statutorily recognized to authorize their
unique partial employment and partial retirement arrangements and protect their benefits.
Position Count - Appointing authorities would be hesitant to participate in a program
which could result in a reduction in their agency's position count. If the intent of the program
is to reduce payroll costs and positions are to be eliminated, employers must be provided with
some other incentive to participate.
HealthlSafety Shift Employees - The scheduling of shift employees with reduced hours
can be problematic for certain health and safety positions such as nurses, police officers,
firefighters, and corrections officers. Employers, unions, and employees would have to agree
on terms and conditions for phased retirement that might be suitable for such work. The
application of any uniform allowance, auto allowance, shift differential, and overtime pay
would also have to be addressed.
SupervisorylManagerial Employees - Is it feasible for supervisory or high-level
managerial employees to work on a reduced schedule given their oversight responsibilities?
How high up the managerial ladder should phasing be allowed?
Pay Increases and Promotions - A determination must be made as to whether or not
participants would be eligible for pay increases and promotions and under what conditions.
Morale - If job coverage and productivity problems are not properly addressed, or if
employees believe participation is based on favoritism, employee morale can be adversely
affected. Hostility bstween workers and supervisors, or co-wcrkers and phasing employees
can develop. Production may be affected and there may be an increase in grievance filings.
Service Credit - A determination must be made regarding the service credit earned by
the participant during the phasicg period. If full service credit is earned by a person working
part-time, the employers would incur added cost for the higher retirement allowances resulting
from the unearned service credit.
Fiscal - All factors that could potentially impact the ernp'oyer's cost should be
examined, e.g., additional salary for replace3ents or temporary hires; fringe benefits for two
employees rather than one during the phasing period; recruitment and training costs for
replacements; additional office space, equipment, etc.; increase in grievance filings by
employees disgr~ntledby denial of participation in program or by heavier wcrkload resulting
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from participation of co-workers: incentives such as unearned service credit or unreduced
salary for reduced work schedu!e which have a price tag fcr the emi;loyers.

Ill. Existing Options for Flexibie Work Arrangements
Part-time Employment; Job Sharing
Employers currently have the flexibility of offering part-time employment, i n c l u d i ~ gjob
sharing, to their employees. Although the starutes do not explicitly prohibit employment of
employees for less than half-time, the laws relating to the Employees' Retirement S y s ~ e m , ~
Public Employees Health Fund,3 and collective bargaining4 exclude from coverage employees
who are employed for less than half-time. Accordingly, persons who are employed less than
half-time do not receive the benefits of reguiar employees.
Job sharing has long been advocated by the Legislature as a flexible work option for
public employees.
in 1978 the first job-sharing pilot project was established in the
Department of Education for full-time, certificated teachers. In 1982, a pilot project was
established for librarians in the public library system, and later for library assistants and
technicians. In 1986 and 1988, pilot projects were authorized for nurses in the Department of
Health. Finally, in 1989, the Legislati.re established a four-year statewide job-sharing pilot
project covering the Offices of the Governor, Lieutenant Governor, all executive branch
departments, the Judiciary, the Legislative Reference Bureau, the Office of the Auditor, and
the Office of the Ombudsman.
As a result of the early pilot projects, the Legislature established permanent jobsharing programs for full-time: tenured, certificated personnel (excluding educational officers)
of the Department of Education and for full-time employees of the public libraries in 1986. A
law esiabiishing a permanent program in the Department of Health was vetoed by the
Governor in 1990 on the ground that it would be better to wait for the results of the 1989 pilot
project.
When the first job-sharing pilot project was initiated, it was viewed as a means for
those nearing retirement to gradually reduce their workload and ease the transition from fuii
employment to full retirement, However, senior employees did not want to work part-time
during their last few years before retirement when they are at the peak of their earning power.
During this time most senior employees try to maximize their accumuiation of service credit
and their salaries in order to obtain a higher retirement allowa~ce. Part-time work would
mean earning less service credit and lower ~ a l a r i e s . ~
The Legislative Auditor in its 1981 evaiuarion of the first pilot project noted that
participation of near retirees would be beneficial to the State where job-sharing teams are
composed of a near retiree and a new hire. Greater cost savings would resuit since the near
retiree is likely at the higher end of the salary scale and a new hire is at the entry levei.
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Moreover, the near retiree c o ~ l dassist in the orientation and training of the new hire. The
Auditor sugsested that if encouraging near retlrees to partlclpaie in job sharing is continued
as a program objective, tne Legislacure should consider and examine incentives to attract
those nearing retirement sucn as: (1) cash boniises (to be funded from savings realized from
salary differentials of job-sharing teams); allowing the pcrchase of service credit by making
contributions based on fuil-time salaries; or (3) giving them a fuli year of service credit for
each job-snaring year6
After the first few mont5s of the job sharing pilot project authorized by Act 244, SLH
1989, the Auditor found that interest was low. Reasons cited by empicyers for the lack of
interest included that employees need full-time salaries, employers prefer fuil-time workers,
certain types of work are not suited to job sharing, and other options are available to those
who might want to work part-time. The Auditor aiso noted that the job-sharing requirements
themselves, because they reduce administrative flexibility, may discourage agencies from
par~icipating.~

Personal Contracts; Rehiring of Retirees
Currentiy, state and county employers are aliowed to hire employees on a part-time or
contractual basis as the need arises and such arrangements are made on a case-by-case
basis. Occasionally, retirees who are already drawing a retirement allowance, are asked to
return to work on a contract. In such instances, the terms of the contract are drawn to ensure
that the retiree status is not jeopardized so that the retiree can continue to collect the
retirement allowance. The contract amount may be much lower that the employee's
preretirement salary; however, when the amount is added to the retirement allowance, the
retiree could be making as much if not more than the salary the retiree earned prior to
retiring. While there are general guidelines for personal services contracts which must be
foliowed, there are no rules or guidelines for the rehiring of retirees.

The University of Hawaii Early Incentive Retirement Program
Since 1983, the University of Hawaii has had an incentive early retirement program
adopted by the Board of Regents (BOR).s Under this BOR policy, all BOR appointees who
are eliglbie for retirement under the Employees' Retirement System may participate. An
agreement for an incentive early retirement program must be miitually agreeable among
individuals as !c the terms and must meet the rest of being beneficial to the University. An
agreement may provide for part-time work that does not exceed 40 per cent of full-time for a
period of up to three years. Since employees must retire to be eligible for participation, they
receive a full pension in addition to their part-time salary. They are aiso eiigible for any
benefits and privileges not inconsis:ent with their retirement status, state laws, and BOR
policies. Participants are paid saiaries based on the salary received prior to retirement
proportionate to the redljced hours Whiie not specifically cove:ed in the poiicy guidelines,
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the University can hire another employee with the savings realized from the remainder of the
participants fuil salary. (See Appendix H for fuil text of the policy guidelines.) Essentially,
this program is a formalized version of the practice employed by other state and county
employers to rehire retirees on contracts.
The University has not compiled statistical data nor conducted an evaluation of this
program. However, an informai poll revealed that since 1987, there have been a total of
eighty-eight participants, of which eighty were faculty, seven were administrative.
professional, technical personnel, and one was an executive managerial position.9 The
program is deemed successful in providing the University with the flexibility of negotiating
contracts with those retirees who are difficult to replace. While extensions beyond the three
years are allowed, it is only used on rare occasions where a replacement cannot be found.lO

IV. Early Retirement As a Budget Saving Option
Sluggish economies nationwide have driven eighteen states and hundreds of localities
to implement early retirement programs as a means of quickly trimming budgets and reducing
deficits." The incentives offered are varied and include a reduction of the minimum age or
years of service for retirement, the addition of a bonus of 5 to 10 per cent on the credit
calculated for years of service, lump-sum bonuses, or continued nealth insurance coverage
for a longer period of time during retirement. Savings are achieved to the extent that the
positions left vacant by retirees are not filled or are filled by younger, lower-paid new hires.
However, as employers have found that they lose good employees as well as deadwood,
some have found it necessary to rehire retirees on a temporary basis to ensure against
disruption in government services. Such temporary hires will reduce the amount of savings
the employer realizes. Washington State established strict guidelines by prohibiting the
rehiring of retirees as temporary or project employees on personal service contracts, but
exceptions can stiii be granted.I2
A troublesome area in early retirement programs is the long-term cost for health
benefits (for those jurisdictions that provide health care coverage for retirees) and pensions.
Employers face heavy and unfunded costs as the number of retirees increases. The Pension
Commission Clearinghouse warned two years ago that with the skyrocketing medical
coverage costs, paying health benefits to both retirees and their replacements could cost
more than the savings anticipated from an early retirement program.13
If Hawaii follows the lead of other states and impiernents an eariy retirement program,
it will have a negative effect on a phased retirement program since the same empicyees
would be eligible for both programs and most would choose early retirement.

ISSUES FOR CONSIDERATION

V. Impact on the Employees' Retirement System
Administration of the Program
The primary concern of the Employees' Retirement System (ERS) regarding
administration of a phased retirement program is the status of tne participant. Whether the
participant is deemed an "employee" or a "retiree" would impact on the benefits provided by
the ERS, e.g., in-service disability and death benefits. Consequently, the participant's status
must be made clear in the law. The ERS is also concerned that the proposed program would
require more administrative work in the processing of retirement papers. If participants are
allowed to periodically increase or decrease their work hours, recalculation of salaries and
pension payments would be necessary. If participants are not allowed to make any changes
once in the program, there is still a need for a second and final calculation of retirement
benefits when the participant goes into full retirement.
The ERS would have to work closely with the Department of Accounting and General
Services and the counties to effectively implement the dual payment process where a
participant receives separate prorated salary and pension checks

Changes to the ERS Law
New category of members - The phased retirement concept would create a new
category of members under the Employees' Retirement System. The retirement system law
would have to be amended to recognize this new category of members and to allow for the
status of "partial" retirement that would be created.
Employment of retirees - Retirees may return to service without jeopardizing their
retirement allowance if they return in positions which are ineiigibia for membership.'"hose
who return to service are precluded from receiving a retirement allowance during such period
if they come under the definition of "employee" under the ERS law's since membership for
those who meet that definition is mandatory.l6
Section 88-73, Hawaii Revised Statutes, allows a legislator who is at least sixty-five
years of age to retire and receive a service retirement allowance although the legislator
continues to serve in that elective position. An Attorney Generai Opinion on this law held that
any other reiirant who reenters public service may not continue to receive a retirement
allowacce during the period of re-employrnent.17
A provision in the ERS law's currently requires a retirant who returns to employment
requiring membership to reenroll as an active member whereupon the retirant's retirement
allowance is to be suspended. That provision and other parts of the law would have to be
amended to specifically allow the partial retirement of a phasing employee and to allow that
employee to receive a partial service retirement allowance.
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Service credit - Service credit in the ERS can only be earned DY persons who qualify
as members defined under the ERS lawl9 and wPo are not specifically exoiuded by statute.20
The law delineates the situations under which credit for membership service can be earned by
contributory and noncontributory members, r e s p e ~ t i v e i y . ~ ' Finally, the iaw requires the
suspension of a retirant's retirement allowance if a retirant returns to employment which
requires active membership.22 All of these sections wouid have to be amerded to ailow a
phased retirement participant to receive a partial pension while continuing to work for the
State or a county and to earn service credit for the time worked.

VI. Impact on the Public Employees Health Fund
The health fund law defines "employee" as a person who is employed by the State or
a county for at least three months in a position that is at least a 50 per cent full-time
equivalent.23 A "retired member" is an empioyee who has retired from active employment
and is currently receiving a retirement allowance from a state or county retirement system.24
A retired member who returns to work for the State or a county may continue to receive free
health fund benefits only if the member works in a 50 per cent or more fuii-time equivalent
position for less than three consecutive months or in a less than 50 per cent full-time
equivalent position irrespective of the duration.
Since the Bureau's proposed model requires that a participant already be eligibie for
retirement, the Health Fund does not foresee significant problems with a phased retirement
program as long as the definitions of "empioyee" and "retired member" remain the same.*5
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Chapter 6

SURVEYING THE NEED
To determine whether or not a phased retirement program is desirabie for Hawaii state
and county empioyees, the Bureau surveyed the employers, employees, and the public
employee unions. This chapter reports the results of those surveys.

A Conceotual Model
For discussion purposes, the Bureau developed a conceptual model for a phased
retirement program it believed could be implemented for Hawaii's public employees. The
program model was based on the following assumptions:
(1)

The goal of the program would be to provide an incentive for knowledgeabie
and experienced employees to delay their retirement to avert situations where
pubiic programs and services are adversely impacted by retirement. The
incentive would be the ability to work part-time and draw a partial retirement
allowance which supplements the part-time salary.

(2)

The program would be aimed at those employees who would like to continue to
work but on a part-time basis and without a substantial cut in income.

The program as explained in the survey letters had the following components:
(1)

Eligibility - All employees who have the age and/or service to qualify for normal
retirement under the Employee's Retirement System where the benefit is not
subject to reduction (age fifty-five with at least five years of service for
contributory members; age fifty-five with at least ten years of service or any age
with twenty-five years of service for police officers and firefighters; age sixtytwo with twenty-five years of service or age fifty-five or over with thirty years of
service for noncontributory members). This criteria was selected since the
program is intended to deiay an employee's full retirement so that the emp!oyer
can continue to benefit from the employee's service.

(2)

Duration - A participant would work under a reduced schedule for a period of
up to three years. Three years was chosen because the University of Hawaii's
experience with its early incentive retirement program indicates that three years
is a reasonable oeriod.

(3)

Participation - Participation would be voluntary. An employee desiring to
participate would submit a reqcest to the appointing authority who approves the
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request based on operational considerations. The employee and appointing
authority must agree upon a work scnedule. Criteria for denial by the
appointing authority and an appeal process would be established. Agreement
between the employee and the employer is critical because the employer must
have controi over the operational workload and workschedule.
(4)

Compensation - The participant would be paid a prorated salary and a prorated
retirement ailowance based on the reduced work schedule. For example, a
participant working 40 per cent of full-time would receive 40 per cent of the fulltime saiary and 60 per cent of the retirement allowance. This idea of a partial
retirement allowance serves as the incentive for employees to delay retirement
since their income would not be as severely cut.

(5)

Status of participant regarding benefits - a participant in a phased retirement
program would be considered an "employee if working 50 per cent of full-time
or more and would earn prorated vacation, sick leave, and service credits. A
participant working less than 50 per cent of full-time would be considered a
"retiree" and though ineligible for vacation, sick leave, and service credit,
would be receiving the free health plan coverage which is part of the retirement
benefit package

Using this model, the Bureau surveyed the public empioyers, public employees age
forty-five and over, and the unions to obtain their views with respect to the feasibility or
desirability of a phased retirement program for Hawaii's public employees.

The Employer Response
The Bureau surveyed a total of twenty-three empioyers (state executive branch
departments, including the Department of Education and the University of Hawaii; the
Judiciary; and county personnel departments) to obtain the employer's viewpoint on phased
retirement. (See Appendix I for copy of the survey sent to state employers.) As could be
expected, the employers are primarily concerned about operational and administrative
problems they anticipate in a phased retirement program. Many appeared to be supportive of
the proposed program; however, most still indicated that they would prefer to maintain the
exist~ngpractice of rehiring retirees on a part-time basis when the situation necessitates such
retention. The Bureau surmises that support of the proposed program may be due to the fact
that the "phased retirement" concept is ucfamilia: to most, but they are open to new ideas. A
few respondents, however, felt strongly that the proposed model would not generate much
interest from empioyees ready to retire as there are no incentives for them to participate. One
noted that the proposed model appeared more beneficial to the employer than the employee.
When asked the extent of difficulty in finding replacements for senior level employees
wiio retire, most responded scmetimes while o r e respcnded usualiy and three repoiied no
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difficulty. Most employers reported being moderately concerned with oniy one belng seriously
concerned and one unconcerned about losing senior !eve1 empicyees who are know!edgeabie
and experienced. Two respcndenrs noted that if there is an adequata career ladder with a
built-in structure of progressive training and development within the department, the
availability of qualified replacements at various levels shouid not be a problem.
All but one employer reported the practice of rehiring retired employees on an
emergency hire or consultant basis. Retirees were usuaily hired because the appointing
authority was unable to find a quaiified person to replace the retiree or to complete an
important project. Other reasons for such hiring wer; to assist in training the repiacement: to
ensure continuity of service prior to the hiring of a replacement; retiree wanted to continue
working but not on a full-time basis; and it was more cost-effective to rehire on part-time basis
or contract than to fill the position.
All but three would prefer to maintain the current practice of rehiring retirees. Two
departments that would like to maintain the current practice also believed that phased
retirement was a good idea that could be a useful option. One department suggested that
reduced hours are better "after" retirement while anotksr suggested tha! phased retirement
would likely be seen as more beneficial to the employe: rather than the worker. Another
suggested that employers should be prohibited from exceeding the amount allocated to the
preretirement salary of the retiring employee when considering such contracts and hiring an
additional employee.
When asked about the job-sharing pilot program, all reported little or no experience in
job-sharing. For those with any experience, interest and participation has been minimal.
Most felt that additional staff would have to be hired to maictain current service if
phased retirement is implemented; however, they also anticipare a problem with
accommodations since office space is limited. One felt it would be difficult to find qualified
employees willing to assume and remain in part-time positions if hiring was limited to filling
the time slot vacated by the phasing employee. Many felt it would be difficult to make
adjustments to work
schedules.
One anticipated operational problems if
supervisory/management positions participated
Four respondents felt there would be little participation because most employees of
retirement age want tc maximoze:heir potential earnings to increase their retirement benefit
and current practice permits a
to accept a position on a part-time basis while at the
same time drawkg a full pension.
Regarding the program components, most felt that the program should be limited to
two years and limited to a range of options wirh a minimum of 25 per cent and a maximum of
75 per cent of full-time to be determined on a case-by-case basis by an agreement between
the participant and the appointing authority.
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The Empioyee Response
The Bureau surveyed 400 f ~ d - t i m estate and county employees, age forty-five and
over, who are active members of the Empioyees' Retirement System. (See Appendix J for
copy of the survey sent to employees.) A total of 210 responses were received, thus
+ 6 and +7
providing a 53 per cent response rate with a sampling margin of error between per cent. Although a larger number of responses would have been more desirable, the
Bureau is confident that the responses are adequately representative of the target group.
Of the 210 respondents, 176 or 83.8 per cent were state employees and 32 or 15.2 per
cent were county employees. Interestingly, the respondents were evenly split between
contributory and noncontributory members. The largest group of respondents was the
teachers which made up 27.1 per cent; followed by the white collar workers (19.5 per cent);
and the professionai, scientific personnel (14.8 per cent). While the overail response
appeared proportionate to the representation of these groups to the whole employee
population, one group (the blue collar workers) was underrepresented. The Bureau cannot be
certain as to the reason since a stratified represen!ative sampling was not made to ensure
that each employee group was proportionately represented in the sample. Neveriheiess, a
iogical conclusion is that the blue collar employees may not have wanted to take the time to
read through the explanatory material and complete the survey.
A good portion (46.2 per cent) of the respondents fell in the sa!ary range of $31,000 to
$45,000. Over 65 per cent of the respondents had sixteen or more years of service, so most
would be eligible for retirement in the next ten years, if not already eligible.
When asked if they would be interested in a phased retirement program, 84 per cent
were not interested, 38 per cent were interested, and 21.9 per cent were not sure. Of those
interested, most (56 per cent) were noncontributory members and from the white collar
nonsupervisory, teachers, University faculty, and profession, scientific occupational groups.
Of those not interested, 45.2 per cent wanted to remain in their jobs on a full-time basis as
long as they could; 26.1 per cent wanted to find some other part-time job after retirement; 7
per cent wanted to find some other full-time job after retirement; and 21.4 per cent just
wanted to retire. There was no significant correlation between interest in phased retirement
and salary level.
When asked to ivdicate wha; type of reduced schedule the respondent would be
interested in, most (50.5 per cent) chose half-time. As for the duia:icn of participation, 27.1
per cent preferred three to five years. 19.5 per cent preierred one to two years, and 19.5 per
cent preferred an indefinite period.
Regarding the co-worker participatior: in phased
retirement, 41.0 per cent wculd have no problem, 42.9 would not object as long as their
workload was not increased, and 8.1 per cent would not iike it became they believe that
everyone should work full-time.
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The Union Response
The Bdreau sent letters to the six unions that are exclusive representatives under tne
public sector coilective bargaining law. (See Appendix K for a copy of the letter.) The union
response to the proposal for a phased retirement program was generally lukewarm. Only
three of the six unions provided a response. The Bureau attributes this unenthusiastic
response to the following:
(1)

General unfamiliarity w ~ t hthe concept,

(2)

Other priorities during this fiscally tight period when they are faced with
contract negotiations;

(3)

The proposed model does not provide sufficient incentive for an employee to
delay full retirement; and

(4)

Current practice appears adequate in meeting !he employers' demands for
retaining certain employees and is more beneficial to the employee than the
proposed model.

Chapter 7

FINDINGS AND RECOhlNENDATIONS
Findings
Phased retirement has experienced success in the private sector where the
employee receives full compensation even if the work hours are reduced. In such instances,
the benefits to both the employer and employee are evident. The employee works less for the
same saiary and/or benefits, feels needed and useful, has a more positive attitude about
retiring, and therefore, is productive up to the last day Of work and is more willing to train a
replacement.
1.

2. Phased retirement in the public sector has not achieved similar success as in the
private sector because employees and employers generally do not view the program as
particularly beneficial to them. Like the job-sharing program in state and county governments
where participation has been minimal, supervisors fear the additional administrative burdens
caused by having two bodies for one position and emptoyees nearing retirement are
concerned about maximizing their retirement benefits by the higher salaries and additional
service credit earned during their final years of employment on a full-time basis.

3. Incentives for employee participation must be present in a phased retirement
program, otherwise, participation will be disappointingly low. However, during fiscally austere
times, it would be difficult for government to offer cost-bearing incentives sach as reduced
hours without a cut in salary or full-time service credit for part-tii ie work. The only incentive
that can realistically be offered is an opportunity to work at a reduced work schedule while
collecting a prorated salary plus a partial pension. Ordinarily, a person working half-time
would only receive a salary for the hours worked.
4. A key disincentive to participation in a phased retirement program is the loss of
eligibility for the free health plan coverage if the participant is not given retiree status.

5.

The cost-effectiveness of phased retirement is difficult to ascertain. Phased
retirement can be cost-effective if restrictions are placed on the hiring of a replacement or a
part-time co-worker, or if job-sharing between an older out-going worker and a younger
incoming worker can be maximized. Costs, however, can be increased with phased
retirement in situarions where the employer pays for such things as uniform allowance,
mileage, trave!, and other costs, and the employer must acquire more space, equipment, for
two emplcyees per position.

6 Phased retirement does not appear to have a broad enough appeal to var~oustypes
of employee groups so as to be an effectwe program to address the breadth of problems
posed by a changing workforce Phased retarevent may 2poeai to tnose w r o want to reduce
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their work schedule, but withcut much loss of income, and who are hesitant to take a chance
on retirement for fear of not being abie to find an appropria~epart-time job. This need for a
sustained income for a longer period of time beyond retirement eligibiliiy is more apt :o occur
with those in the nonccntributory system rather than the contributory system when partial
salary and partial pensions are calculated. However, noncontributory members in the future
may feel compelled to continue to work full-time until a much later age because their pensions
will be low.
Phased retirement would also appeal to those who are ready for retirement but would
be willing to delay their retirement for a few years to help out the employer. However, such
employees would be better off if they retired and then resumed work under a a temporary
contractual arrangement with the empioyer
7. The current dismal fiscal outlook nationally and for the State does not bode well for
employment in the future. Although studies show that many retirees want to work or may feel
compelled to work to maintain a decent standard of living, if the economy remains depressed
and unemployment continues to rise in the next few years, there will be fewer job
opportunities for retirees. The trend nationally is toward implementing early retirement
programs that offer attractive bonuses aimed at reducing payroll costs and creating jobs for
the younger unemployed. If an early retirement program is instituted in this State, there will
be less interest in a phased retirement program as employees will find it more beneficial to
fully retire, collect a full pension, then seek a part-time job, not necessarily in government.

8. State and county employers currently have flexibility to allow employees to work
part-time or l o rehire valuable employees who have retired. Although most older employees
are not interested in part-time work prior to retirement, the current practice of rehiring retirees
on a temporary basis without jeopardizing their retirement benefits appears to be an effective
means of delaying the complete departure of senior employees with special knowledge and
skills from the state and county workforce. Typically. the retiree is hired at full-time for a
duration of less than three months or for a longer duration at less than half-time status.
This method is beneficial to both the employee and the employer because the
employee is able to collect a full pension, maintain eligibility for the free health plaq coverage,
and earn an additional salary. When an employer is able to contract for the temporary or parttime services of a valued retiree: the employer has a lot more flexibility in determining how
best to fill the operationa! void caused by the retirement of an experienced worker. Hiring a
full-time repiacement can be delayed or a lowe: salaried repiacement or temporary part-timer
can be hired if the budget is tight or an appropriate replacement cannot be found. A probiem
with this practice is that there are no guidelines for this program. It is handled at the
discretion of the appointing authority and employees are generally not aware of this
alternative so those who need or want to reduce their work schedule without a substantial loss
of income, may not have access to this avenue, The University of Hawaii's incentive early
retirement program essentially accomplishes the same objectives, howeverl there are written
guidelines for that program.
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9. There appears to be a slight trend of retirement at earlier ages among members of
the Employees' Retirement System (ERS). If this trend continues along with the growing
abandonment of government service by experienced mid-career employees, the State and
counties could be faced with a rapid depletion of experienced workers in the next ten years.
Whether or not there is a substantia! increase in annuai retirements, there is a iegitimate
concern about the large numbers of mid-career empioyees leaving government service.
10. From the year 2000, most of the ERS members ready to retire will De
noncontributory members. Those who did not invest in a supplemental retirement plan will
find it difficult to iive on their ERS pensions and, consequently, may delay retirement for as
long as possible or retire and look for another job to supplement their pensions. The
plausibility of this scenario becomes stronger as the penalty for working under the social
security law is diminished and older workers are encouraged to continue working beyond
retirement age. If this occurs, there may not be as much of a drain of knowledgeable and
experienced empioyees from the workforce. Many employees are stiil uncertain about what
they will do and will not make a decision until they are eligible for retirement and can actually
calculate their pension allowances. It is still unclear whether or not a mass exodus of senior
employees will occur in the next ten years since there is no means of predicting how the
noncontributory system may impact on retirement decisions.
11. The low participation rates in the California, Iowa, and Nevada phased retirement
programs attest to the need for comprehensive pianning and discussion among the
employers, employees, and unions to ensure that all are in agreement with the concept and
the terms of the program. However, the current mood among these parties in this State can
be described as "indifferent" as phased retirement addresses a problem that is not of
significant priority today.

Before the Legislature considers amending the retirement system law to facilitate the
implementation of a phased retirement program, the employers and the empioyees and their
unions should at least regard the program seriously enough to meet and confer on the
concept. A phased retirement program could not be successful without a consensus among
the parties on the program goals, objectives, and design. The degree of difficuity in
administering a phased retirement program may differ among occupational groups and
operational functions. Where employees work on a shift bas:s, the scheduling of part-timers
may pose additional burdens on the supervisory persomei. Where the phasing emplcyee is a
supervisoi or administrator, how is the rank and authority of that position handled? These
types of concerns are better addressed in labor-management rather than iegisiative forums.
12. Implementation of a phased retirement program at this time does not appear to be
feasible or desirable. There does not appear to be a pressing need among employers or an
overwhelming desire anong employees for a phased retirement program as embodied in the
Senate and House Resolutions. The interviews and surveys revealed that there is very little
knowledge and experience anong government offic;als, u ~ i o n s :afid emwloyaes concerning
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the concept of partial retirement and partial employment. Any interest in the program
observed by the Bureau appears to stem from "curiosity" rather than an actual need.

Recommendations
1. The Legislature should not implement a phased retirement program at this time. If
the Legislature is concerned about losing knowledgeable and experienced personnel, it
should consider formalizing the current practice of rehiring retirees who have special
knowledge and skills through a statewide law which specifies the conditions under which the
hiring of retirees is permissible and requiring the employers to develop appropriate guidelines.
The phased retirement concept should be kept on the back burner, however, in the event that
the employers and unions collectively believe that the flexibility offered in phased retirement
may be needed by those employees who cannot afford to retire as soon as they are eligible
and who may not have special knowledge and skills that the appointing authority may contract
for on a temporary basis. Further consideration of phased retirement should be in the context
of a holistic approach to flexible work options where it is only one of many different options
designed to meet the needs of the changing workforce.

2. The Legislature should encourage and support the Department of Personnel
Services and the counties in stepping-up efforts to improve the retention of mid-career
personnel since such retention will mitigate the loss of knowledgeable and experienced
workers to the state and county workforce.

3. The Department of Personnel Services, in conjunction with the Employees'
Retirement System, should conduct a study on noncontributory members to ascertain the
extent to which these employees have been saving for their retirement. If it is found that
many have not invested in supplemental retirement plans, there may be a need in the future
for partial retirement where employees can work part-time and draw partial pension.
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SENATE RESOLUTION
REQUESTISG A STUDY ON THE FEASIBILITY OF IMPLEMENTING "PHASED
RETiREMENT" IN THE PUBLIC SECTOR.

WHEREAS, the ability of the State and the counties to
provide high quality services to the general public bears a close
relationship to their ability to successfully compete with the
private sector for the most qualified workers; and
7NIIS3EAS, the demographics of Hawaii's work force, including
public employees, are rapidly changing; and
K'HEREAS, currently, twenty-eight percent of the public work
force is fifty years or older; and
WdJREAS, traditionally, retirement benefits have been one of
the strongest incenti-res for persons to choose a career in the
p u ~ l i csector; and
iuXEREAS, retirement serves the interests of all parties by
rewarding a worker for dedicated service and at the same time
providing opportunities for younger individuals to enter public
ser-~ice
or obtain tangible recognition for meritorious service:
and
WHSXEAS, there are at present few alternatives to
tradit~onalretirement, and programs such as job-sharing have
acnleved xinimal success and do not really meet the needs of
persons nearing retirement age or contemplating early retirement:
and
kirizRE;tS, "phased retirement," under which an employee is
permitted to gradually reduce work hours and coilect
appropriately adjusted retirement benefits, is an alternative
that has received the unqualified endorsement of the Civil
Service R e f ~ r mConference comprised of representatives of the
State, the counties, and public employee unions: and
'WiiEREAS, "phased retirement" might have a desirable ia?act
on public employment by allowing older workers to phase out their

?.?S895

SR SMA

Page 2

retirement a few years early, thus providing space at lower
levels for new employees to enter public service or for internal
promotions; and
~IEREAS,
implementation of "phased retirement" would require
adjustment of civil service laws, rules, and policies and would
impact on various public agencies; and
WEERZAS, before adopting "phased retirement," the
Legislature needs to know what impact it would have on the
quality of public employment, including the ability of the State
and counties to attract and retain qualified employees and the
effect the program would have on eliglble employees and their
employing agencies; now, therefore,
BE IT RESOLVED by the Senate of the Sixteenth Legislature of
the State of Hawaii, Regular Session of 1992, that the
Legislative Reference Sureau is requested to study and report on
the feasibility and anticipated impact of implementing "phased
retiremnt" in the public sector; and
BE IT FLTTHER RESOL'IED that the 'Bureau, in conducting this
study, is requested to consult with the Personnel and Finance
3:rectors of the State and counties; appropriate representatives
of tne Zudiciary, the Employees' Retirement System, and the
T ~ b l i cEmployees Health fund; and the exclusive representatives
of Collective Bargaining Units (1) through (3.3); and
BE IT F Z R X E R RESOLVED that the study shall include
reccrn.enda:ions regarding the eligibility requirements, specific
0pi;ons for reduced hours of work, participant responsibilities,
and ccnpecsation and benefits that would be appropriate should
the prcgrax be implemented; and
E!Z I? FLTTBER RESOLVED that the Legislative Reference Bureau
is requested to submit to the Legislature a report of findings
azd reccrm.endations pursuant to this Resolution prior to the
convening of the Regular Session of 1993; and
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9 E IT FURTEER RESOLVED that certified copies of this
Resolution be transmitted to the Personnel and Finance Directors
of the State and the counties; the Judiciary; the Employees'
Retirement System; the Public Employees Health Fund: and the
exclusive representatives of Collective Bargaining Units ( 1 )
through (13).

OFFERED BY:

Appendix B

H.R. NO.

123

HOUSE RESOLUTION
REQLXSTING A STUDY TO DETERMINE TI33 IS.IEILITY AND IMPACT OF
ESTABLISHING A PHASED RETIRE&lENT P R O W FOR STATE AND
COUNTY EMPL0YEF.S.
WKEREAS, the state and county governments, as employers,
wish to attract and retain good employees so that they may better
serve the public; and
WEREAS, in order to attract and retain such employees, the
employers must be provided with various methods to respond to the
needs of a work force whose demographics are changing; and
WIFE-,
as of today, twenty-eight percent of the State's
civil service work force is fifty years old and above; and

WXREAS, an area that should be explored is to provide
additional alternatives to traditional retirement; and
WHEREAS, present alternatives to traditional retirement,
such as job-sharing programs, where an employee may share a fulltime position with another employee, have experienced minimal
participation and may not fully meet the needs of an employee who
LS conrem~iatingretirement; and

phased retirement, under which an employee may be
permitted to gradually reduce his or her hours of work and
coliect adjusted retirement benefits, is one such alternative;
and
-REAS,

WEEFEZ&,
phased retirement was identified as a priority item
at the Civil Se-mice Reform Conference, where representatives
fron the State, counties, and unions met to discuss ways to
improve the civil service system; and

WHEREAS, such a program would involve changes to various
state laws, rales, and policies and have an impact on various
agencies; now, therefore,

EE IT RESOLVED by the House of Representatives of the
Sixteenth Legislature of the State of Hawaii, Regular Session of
1392, that the Legislative Reference Biareau, in cooperation with
the heads of the personnel agencies of the separate political

H.R. NO, 1 2 3

Page 2

jurisdictions, including the Judiciary, the Employees' Retirement
System of the State of Hawaii, the Public Employees Health Fund,
and the pubiic sector unions, is requested to conduct a study to
deternine the feasibility and impact of establishing a phased
retirement program; and
BE IT EWRTKER RESOLVFS that the study include: determining
eligibility requirements, specifying the options for reduced
hours of work, determining the responsibilities of the
participants, as well as compensation and benefits; and
BE IT F U R T m RESOLVED that the Legislative Reference Bureau
subnit its findings and recommendations to the Legislature at
least twenty days prior to the convening of the Regular Session
of 1993; and
BE IT FURTHER RESOLVED that certified copies of this
Resolution be transmitted to the Legislative Reference Bureau,
the heads of the personnel agencies of each separate political
jurisdiction, including the Judiciary, the Employees' Retirement
System Administrator, and the Health Fund Administrator.

OFFERED BY:

$ 19996.34

GOVERNMENT CODE

$ 1999634. Policy; Intent
It is the policy of the state that reduced worktimc far partial service retiiemcnt shall be made available to
state employees and legislative employce eligible pursuant to Section 19996.32 who do not desire to woik
standard working houn on a full-time basis. Further, it is the intent of the trg+slature that no:hing m this
act shall be used to reduce the number of fuli.time equivalency positions authohred to any department.
Added S u t i 1983 sh 1258 5 1.5. cEmire Scptemkr 30, 1983. o p r a t i v c January 1. 1984; ,&mended Stati 1984 ch 26s
5 27.13, cff&tivc Junc 30. 1984.
Amendmeas:
1984 Amendment: Added "and ie&arivc cmplojm" in rhc hir!m t c n u .

$ 1999635. Filing grievance
(a) Any employee who is being cwrced or who has been required, hy the appoinring power, a supeivisoc,
or another employee, to involuntarily reduce his or her worktime for partial service retirement contrary to
the intent of this article, or who has been unreasonably denied the right to participate in this program, may
file a grievance in accordance with either the applicable memorandum of understanding or ruies and
regulatioas of the department.
@) Xothing in this article shall impair the employment or employment rights or benefits of any employee.

5 1.5, eEcctivc Scprnnkr 30. 1983. o p i s i i v c January
4 1999636. Counting employees for purpose of personoel ceiling
Added S U E 1983 ch 1258

I. 1984.

In counting the number of employees any state agency employs for purposes of any personnel ceiling, an
employee employed on a reduced worktime basis for partial service retirement shaU be counted as a fraction
whtch is determined by dividing 40 hours into the average number of h o u n that ao employee works each
week.

5 1.5, efcctivc Scpiemkr 30, 1983, oprativc Jaouary 1, 1984.
Q 1999637. Riority to permanent employees voluntarily reducing worktime; Elections
Added Stau 1983 ch 1218

(a) A permanent slate employee or legisiative employee who voluntarily reduces his or her worktime for
panial service retirement punuant to this a n k l e shall. upon request and subject to subdivision @), be given
prionty for returning to a full-time woik schedule to the extent that such fuli-time work is available;
orovided, that anv. emolovee who so volunlarilv returns to full-time woik shall be inclieible for five vean
ihe:eaf:er to again participate pursuant to this &tide. T3e appointing authority mag reqlire a participating
employee t o return to fuii.time ~mpioymentonly if a rtate of emergency has been declared punuant to
Section 8 5 5 8 which sects the area of the state in which the emoiovec
- works.
o, A i's:c. er%pl.l!rc 0. a !ep\l.l::\c r x p l - ! r e uhd i s pnnl;lpsrr?z : C n u n i 1.) :mi5 anl:.c
ic r x u z d
u - - ~ : : T c ( 3 : p r i : ~ ,eni::
:
rc:.rcmcnl ->) 1: l c ' c l m'! once i n cl:h h.31 +r :s C:.?brr
ro.?:r hl. 2:
! c: u.vi!!mr, ( 2 . ek;t .,clg on:r i:i
t i n !< m:reiw hlr or t r i u . ~ r i t i r xro a n x i z r im : h m !J!:time schedule.

' .

.

5 I S , effccfive Scptcmkr 30, 1983, opcrativc January I. 1984; Amended SLls 1984 ch 268
1984.

Added SiaU 1983 ch 1258

5 21.14, cffcctive Junc 30.
Amcndmmts:

1984 Amendment: (1) Substitnted "state employe or leprlstive cmployce" for "employe" h the hrri r n t m c e
(a). and ( 2 ) added "or a kpriauve c m p l o y d in rubd pa).

of SUM

Oms References:
Sralus of paniopanr in paniai -=
ieliicmcot: Gov C 5 20313.6
Pmitipant in partial scivicc retirement nor crsluded from reurcment syrtcm: Gov C 5 20334.
Reinrratrment from paniai ictircrncnt: Gou C 5 2 l l W . 5
Penrvonr for memkrs rcinsiatcd from panid r n m reilirmcnt: Gov C g 21251.15

$ 1999638. Conflict with memorandum of uodentanding
If the provisions of this &clc arc in wnfict a+lh the provisions of a memorandum of undcrrtlnding
reached pursuant to Section 3517.5, the memoiaiidum ofunderstanding shall be controliing without funher
legislative action, crcept that ifsuch provisions of a memorandum of understanding require the expenditure
of funds, the provzsions shall nor become effective unlas approved by thc Legislature in the mud Budget
Act.
Added Sucr 1983 ch 1258 5 1.5, c!i&livt Scpicmber 30. 1983. operative Januan. 1. 1984.
D 199-3639.Proportionally reduced compensation; Benefitr
All p
e employed
~
~
in reduced worklime positions for partial rirrvice retirement pursuant to this article.
shaii receive proportionally reduced wmpeniation and, on a pro rata basis, except for benefits provided
under the Public Employee' Medical and Hospih4 Care Act, the State Empioyee' Dentd Care Act, and
the California Denial Service program, all benefiis custommily avaiiahle to fuii-time cmpioyea of starc
agcnciffi in similar clarsa or positions. With regard to benefits prosided under the Public Employee'
Medical and Hospiial Care Act, persons employed in reduced w o r k t h e positions for partial service
rttiiemcnt shall rscive the m e benefits as are provided by law for employees under the same
circumslanca who are employed, fuU time. The department may, for p u r p m of administrative efiicimcy,
treat thc class of partially retired employee as fully cmployed with rapact to health care be"&, prwided
that such admiiustiatirc treatment d o s not h p a i r the level of benefits to which the class wouid be entitled
ii treated administratively another way.
Added S W 1983 ch 1258 5 1.5, e 8 e t i v c Scptanbcr 30, 1983, o p n t i v e Ian1. 1984: Amended S f a s 1984 ch 268
5 21.15, &iive Jvoc 30, 1984.

GOVERNMENT CODE
heodmeatr:
1984 ilmendmeot: Subrtrtvld

".

lhc Sate Employm' Dmtd Cart Act, and the CaWornia Dmtd Scwrcc propam: far
"pnd ihc Sure Employas Dmtd Caic Act" m the Birr ~ t c n e .
5 19996.40. Repon to Legislature
T n e department, in cooperation with the Public Employm' Rctiiement System, shall prepare and submit
to the Legislature, for rcfcmai to the appropriate policy and fiscal commiiicR of cach house, a repon by
June 30 of thc caiendu year after this article beeorna effective, and a follow-up repon by June 30, of e v e q
even-numbered year thereafter. Such reports shall include, but no: be limited to, the following:
(a) The extcnt that reduced worktime programs for p a n i d service retirement are in use.
@)The cost effecriveness of reduced worktime programs for panial service retirement.
(cj The scruarial impact of reduced worktime programs for p a n i d service ietiicment.
(d) Recommendations on continuation of reduced worktime programs for panial service retirement and
suggested statutory change.
Addd S a w 1983 ch 1258 4 1.5, EBcctive Scpranbu 30. 1983. opcrativc 3anum-y 1. :984.

Appendix D

TO:

PERSONNEL HANACEHENT LIAISONS

REFERENCE CODE:
EFFECTIVE DATE:
EYl'IKhTlON DATE:
DA'IE 01.'ISSUE:

Krl 9 0 - 0 2

Sepcembrr 24, 1989
lndefinicr
Marcia 20. 1990

THIS HEMORANDUH S I T O W BE DISTRIBLTED TO:
Personnel Officers
Employee Relneions Officers

SUBJECT:

Adminlscracivc Culdclfnc for Pnrclnl Service Kecirenirne (Covorn
menc Code Secclons 19996.30-19996.40)

This memorandum updates the Adminisrrncive Guidelines for the Partial
Service Recirrmenc Acc (PSRA) ori~inillly issilcd January 1 , 1g84. ~ s s r m b l y
Bill 2363 omended Seccion 19996.32 of ~ h cGovertrmcnc Code, rrvisirrg clir age
and service rligibillcy requirrmencs nnd providing for Scace industrial
reciremenc members co parcicipace in the YSRA program.
The PSR4 program offers voluntary partial service reciremenc ro elIgil,le
employees wiicre frnsible. PSIM employern arc cor,ridrred Lo b e " L I C L I V ~ . '
emp1oyri.s wicil a reduced time base. The appointing auillorrcy has the
discretion to approve o r deny an employee's request K O reduce their workrime
for parcial servlce reciremenc.
FlexElect, the cafeteria benefic plan adminisrered by the Deparcmenc o f
Personnel Adminiscracion (DPA) has been addcd ro cite Iisc o f Lrnefics for
which the PSRA parcicipancs are rligiLle. PSIW employees' Lenefirs are che
same as allowed for full-time permanenc employees.
The following guidelines apply co all permanent full-time employees excluded
from colleccive bargaining. Refer co che Memoranda of Understanding (MOU)
for represenced employees before applying chrse guidelines, Where provisions of chis law are in confllcc with the provisions o f a n HOU reached
pursuanc to Seccion 3517.5. chr HOU shall be concrolllng.

/=

If you have any questions regarding chis memorandum, please concacc
Elizabeth Houser at (916) 324-0446, ATSS 454-0446.
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-

Frank Tanaka. Senior Seccion Hanaeer
Classification and Compensacion Division
Accachment

ADMINISTWTIVE GUIDELINES FOR TIIE
PARTIAL SERVICE RETIREP!ENT ACT

Sb 9 2 2 , C h a p t e r 1 2 5 8 , S t a c s o f 1 9 8 3 e n a c c e d c h e P a r t i a l S e r v i c e R e c i r e m e n c
Acc (PSRh). The A c t a l l o w s c e r c a i n e m p l o y e e s co r e d u c e t h e i r work t i m e , o n
a m o n t h l y b a s i s , f r o m n o c l e s s t h a n 20 p a r c e n c t o n o r more t l i a n 6 0 p r ~ . c e n c
a n d a l s o r e c e i v e a p a r t i a l r e c i r e m c n c a l l o w a n c e . TLte i ) e p a r r ~ n e r i io f I ' c r s o ~ r n e ? A d m i n i s c r n r i o n (DI'A) h a s r h e a d f n i n i s t r n c i v e r e s p o n s i b i l i t y f o r tile YSW:
h o w e v e r , e a c h a p p o i n c l n g power h a s t h e d i s c r r c i o n c o c o n s i d e r a n d a p p r o v e
r e q u e s c s f o r e m p l o y e e p a r c i c i p a c i o n i n t h e PSRA K O che e x c e n c c h a c n e c e s s a r y
work a r t h e d e p a r c ~ n e n t w i l l c o n c i n u e co be p e r f o r m e d .

The f o l l o w i n g i n f o r m u c i o n i s p r o v i d e d co e x p l a i n i 1 1 u p o l i c y , e l i g i b i l i t y
c r i r e r i a , emjjloyec b e n e f i c s a n d p r o g r a m r e s c r i c c i o n s c o n t a i n e d i r i t h e YSW.

I.

ELIGIBILITY CRITERIA
F u l l rime S c o r e r n i s c e l l n n e o u s o r l n d u s c r i e l cmployces a r e e l i g i b l e i o
r e q u e s c p n r c l c t p n c l o n i f chcy a r e :
A.

B.

C r e d i t e d w i c h a c l e a s c 20 y e a r s o f s c a r e s e r v i c e a n d a r e e i t l i e r :

1.

i n t h e F i r s t T i e r reriremenc p l n n w i t h a n d e t a i n e d age of 50
years or

2.

i n che Second T i e r r e c i r f ~ i ~ e npcl a n w i c h a n a c c a i r w d a g e o f
55 y e a r s .

Have t h e r e q u i r e d y e a r s o f s e r v i c e w i c h che n e c e s s a r y a c r a i n e d
a g e f o r r e c i r e m e n c u n d e r t h e F i r s t T i e r o r clre S e c o n d T i e r a n d
I
sum o f h l s / h e r a g e , when a d d e d co l i i s / t i r r s e r v i c e , e q u a l s o r
e x c e e d s 0 5 y e a r s . To q u a l i f y u n d e r c h i s p a t t e r n tire e m p l o y e e
m u s t meec c h e minimum a g e a n d s e r v i c e c r e d i c r e q u i r e m e n t s u n d e r
t h e a p p l i c a b l e r e c i r e m e n c p l a n . Under rile F i r s c T i e r p l a n c h e
minimum a g e i s 50 a n d cltr minimuin s e r v i c e c r e d i c i s f i v e y e a r s .
Under t h e S e c o n d T i e r r e c i r e m e n c p l a n c h e minimum a g e i s 5 5 a n d
t h e minimum s e r v i c e c r e d i c i s c e n y e a r s .
( F o r e x a m p l e a n a g e d 60
e m p l o y e e w i c h 1 0 y e a r s o f s e r v i c e would q u a l i f y u n d e r c h i s
p a c c e r n ; h o w e v e r , a n a g e d 4 5 e m p l o y e e w i t l i 20 y e a r s o f s e r v i c e
would
qualify.)

Employees a r e

e l i e i b l e co p a r c i c i p n c e i f :

1.

They a r e employed by t h e U n i v r r s i c y o f C a l i f o r n i a

2.

They a r e c l a s s i f i e d a s S c a r e s a f e c y o r p n r r o l m e ~ n b e r s .

11.

CHANCE IN FRACTIONAL TIME BASE
The following are restrictions to ci1an~e5in titfie b05e atjd mu>L
approved by the appolnc!ng power:

!>e

A fractional time base can be furciicr reduced once each fiscdl
year.
A fractional time base can be increased once each five years

E ~ p l o y e c swlbo receive dcpartmcnc L I ~ ~ ) L - O VL.OI ~voluntarily I-rturll
to full cime are ineligible to parcicipace in che PSRA for five
years. Parcicipanrs can be required to return to full-time
employment by che appointing power only if a scare of emergency
is declared pursiinnc ro Coverninent Code Seccion 8558 that affect5
che area o f the Srnce in wl~icli rile cmployee works.
111.

EYFLOYEE BENEFITS

1

Employees participating in PSRA ore nor consldcred "retired" unril
they elect full rccireliiciit. Tlicrcloru. bctirfir5 ure eat-ncr! i l l tlic
fo1:oving mnnrlcr:
HEALTH AJiD DEKTAL BENEFITS: All participants, regardless of
fractional clme base are entitled to the same health and deiiral
benefits as are provided by law for employees under tine same
circumstances w ! ~are ecnployed full t i w
FLEXELECT BENEFITS: All participants, reeardless of fractional
rime base are eligible to participate in che FlexElece cafeteria
benefits program as provided by law for employees under rhe same
circumstances who are employed full time.
HOLIDAYS (includes Personal liolidby):

1.

Compensation is the proportionate amount o f the work day
based on time base. For example: a half-tlnie employee
would receive four hours compensation for each holiday in
the pay period.

2.

llolid~y credit for holidnyb falling o n nonwork days is
credited as excess hours; excess time must be supplemented
for ho:idays falling on a n eighc-hour work day.

LIFE INSURANCE: The life insurance benefic is provided to
employees W!IO fire members of PEKS regardies5 of time base.
I?:DUSTRIAL DISABILI'IY LEAVE (IDLj: Participants are eligible for
IDL regardless o f their fractional time base.
N0t:INDLISTRIAL DISABILITY INSURANCE (NDI): Perticipancs are
eligible for NU1 regardless of tfieir fractional cime base.

MERIT k W D SPECIAL IN-GRADE SALARY ADJUSTMEtJTS (MSA AND SlS.3):
Participants are eligible to receive a prorated a m o u n ~of ~isc MSA
or SISA after completion o f the rtqu11-ed six or twelve rnonll~s of
continuous servlcc.
SICK LEAVE: Sick leave is credited o n a prorated basis o n tl~e
first day o f the monthly pay period following completion of a
qualifying monch: for example, a half-time employee receives four
hours sick leave credit eacli month.
RETIREMENT CONTRIRVTIONS: Employees coordinated with Social
Securicy will conclnue co pay 5 percenc of cheir coca1 monchly
salary in excess o f $513.00 per month. Employees who are not
coordinated wich Social Security will continue co pay 6 percenc
of their total monthly salary in excess of $317.00 per nionrlb.
SERVICE RfTIREHENT CREDIT: Service credits are accutn~tlateduntil
hey equal one month of full-time service: for example, employees
working half-time (50 percent) must work two monchs to earn one
month of full-time service.
VACATION: Vacation is credlccd on pro rocn basis on ilie first
day of the monrhly puy period f o l l o w l n ~a qualifying pay period
For example, a half-time employee receives lialf of chr iiouss of
c r e d i ~allowed per vacation group.

EOTF.:
-

Where provisions of this law are in conflict with the
provisions of a Memorandum of Underscandine (MOU) reached
pursuanc co Government Code Section 3517.5, the ElOU slisll br
controlling.

METHOD O F PAYMENT
Participants will receive two warrants: one warranc represents the
reciremenc allowance and is issued from PLUS. Retirement allowances
are recalculated only when the employee has a change in time base or
applies for service retirement.
The second warranc represrncs the corresponding portion of thc fulltime isonctily rate for the employer's classiflcrrcion; partlcipnncs are
taxed on the earned income portion of Khe fractional time base: any
taxes and all payroll deductions will be caken from chfs warrant. It
is che employee's responsibility co ensure there is enough net income
ro cover any deductions.
EMPLOYEE STATUS
A.

Extension of probationary perlods that may be required because of
the reduccfon of worktime feacure must c o m.~ l vwith State Personnel Board (SPB) Rule 321.
<

'$1.

-

B.

Order of Layoff
P a r c i c i p o n c s c a n n o t routinely b e s u b j e c t t o
l a y o f f ahead o f f u l l - C i m e employees; however, they a r e s u b j e c t L O
c h e same s e n i o r i c y and o c h e r l a y o f f considerations a s f u l l - t i n e
employees i n d e t e r m i n i n g tlie o r d e r o f l d y o f f .

C.

Promoclonal O p p o r t u n i t i e s
E m p l o y e e s niny c o n i p e t e i n p r o n , o r i o n a l
examinations f o r wliiclr t h e y q u a l i f y ; Jrowever, p l - o m o r l o ~ ~ aolp p o r t u n i t i e s c o u l d b e a f f e c t e d i f e m p l o y e r s l i m i t themselves t o p a r c t i m e e l i g i b i l i t y i n t h e exam.

D.

E a r n e d Income C r e d l c
E~riployecs I n t h i s progrnin cliot r e d u c e
t h e i r g r o s s income e n o u g h t o q u a l i f y f o r E a r n e d Income C r e d i t
should concacc t h e Scare C o n t r o l l e r .

-

-

APPLICATION
An a p p l i c a t i o n Form DPA-062 ( A p p l i c a c i o n f o r P a r t i a l S e r v i c e R e t i r e menc) s h o u l d b e u s e d by e m p l o y e e s who ) l a v e d e p a r c m e n c a l a p p r o v a l f o r
p a r c i c i p a c i o n . To e n s u r e c h a c t h e r e c i r e m t n r a l l o w a n c e i s i s s u e d
c o n c u r r e n r w i t h t h e f i r s c warranc r e f l e c t i n g t h e f r a c t i o n a l time b a s e ,
e f f p l o y e e s s h o u l d a l l o w 4 5 t o 60 d a y s f o r PEKS t o p r o c e s s c h e r e t i r e men: a p p l i c n c i o n .

WPLICIK(S

BLEIN.

S H ~ J L D $ W I T T H I S fCSW TO T H P J B L I C CUPLOTEES R E T l R M E m S T f W 4 3 OATS B L r W C P A R T I A L R t T I R t ) c [ K I
PC~RTIAL RETIRMCHT
MUST B E G I N OH THE I S 1 DAY W A P A T R 4 1 m .
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7 0 1 B E N E r l r S DIVISION

PUBLIC EMPLOYEES' RETIREMENT SYSTEM
P. 0. B O X 9 4 2 7 1 1
S A C R A M E N T O . CA 9 4 2 2 9 - 1 7 1 1
t HEREBY ELECT TO P A R T I C I P A T E I N P A R T I A L S f R V I C C R
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2.

S C C l A L SECURITY WLYBER:

BIKTMAY:
~ o n n7
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8
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Appendix E

Code of Iowa

79.30 Establishment of phased r e t i r e m e n t
program.
There is mablished s voluntary employee phased
retirement incentive program ior full-time state employees who are a t least sixty y e a n o i age and have
completed a t least twenty y e a n a s full-time state
employeer
T h e ohased retirement incentive oromam
is a re"
16remcnl system ior purposes uf recr:m 20 r L A 1,
nwl ri:irement lor purlnsrs oiihapler 9;A. 97h, ur
1;L.L br f f i i lnc rn:plo)rro u h o are n r m u r r s ill lne
leachen insurance annuity association-college retirement equity fund.
84 Acts, ch 1180. $ 1

.

79.31 Eligibility.
T h e phasedretirement incentive program requires
thaL partieipanh work a maximum of thirty-two
hours per week and a minimum o i twenty hours per
week for the first w a r after enterine., the DrOeinm.
"
Aficr :he ii.xth )ear ~ i p a r l ~ c t p b t minn it.c prbgraln.
I ~ i l c > p a n cshall
r u,rr a nmumura ui 1uer.t) h . . ~ r r
per week.
84 Acta, ch 1180, 92

.

79.32 Phased retirement program.
T h e phased retirement incentive program is a voluntary program that provides that an employee may
participate in the program for not more than five
years and provides for the iollowng:
1. Payment of a salary based upon the psrticipant's salary on a full-time basis reduced pioportionolus ten
allv bv the number of hours of emolovment
,
pe&& o i the budgeted full-time salary. A'participant is el~&e ior cost o i living increases granted to
all state employeer.
2. Continuation of eligibility by the perticipani
lor membership in the state iiie insurance piogram
with continuation aistate payments a t the rate paid
for full-time employees.
3. Continuation of eligibility by the participant
for membership in the state health or medical insurance programandcontinuation oisrate payments a t
the rate peid ior hill-time employees.
4. Continuation o i membership in the state employees disability insurance program. During the
five-year period, monthly earnings of the employee
inr purposes of the disabhly insurance program
e m = l t h e rncin,hlv ~ % m i n vicr ifthe nnrrirrmnr w r i r .

.

5. Accrual of vacation and sick Leave bared upon
section 79.1 as it applies to part.time employees.
04 Acta. ch 1180. 93

79.33 Participation plan.
A state employee meeting the requirements of section 79.31 may file a request t o participate in the program with t h e head of t h e employee's s t a t e
department, agency, or commission. The employee
shall s ~ e c i f vthe number of hours Der week the employee'intends to work lor each oi the five years of
participation. Psrticipstion in the program is dependent noon the anoroval of the head o i the deoartment. igency, o;;omrnission. The cost t o the ;tale
department, agency, or commission shall be paid
irom t h e funds appropriated t o the de,ppartment,
agency, or commission lor salsries, support, mainte.
nance, and miscellaneous purposes.
An employee who participates in the program is
not eligible to return to state employment as a permanent full.time employee. Once an employee reduces the employee's hours of participation, that
employee shall not subsequently increase the hours
of participation.
84 Acts. ch 1180. $4

79.34 Appropriation.
Annually a h e r June 30 of each fiscal year, the department o i personnel shall determine the cost during the preceding fiscal year t o the Iowa public
employees' retirement iund of perticipation of state
employees in the phased retirement program, Annu.
ally, there is appropriated irom the general fund oi
the state t o the Iowa public employees' retirement
iund an amount sufficient to reimburse the retirement fund for the costs of the phased retirement
program.
84 Acts, ch 1180, $5

79.35 a n d 79.36. Reserved.

79.37 Collective bargaining agreements.
Administrative miles adopted by the director o i
the department a i personnel pursuant to this chapter shall not supersede provisions of collective bar.
gaining agreements negotiated under chapter 20.
86 Acts, ch 1245. $240

Administrative Rules

CHAPTER 8
APPOINTMENTS
( E f f e c t i v e 12/10/85)

E f f .3 ' 3 r / 9 0

581-8.1(19.4)
Filling vacancies. Unless otherwise provided for in these rules or the lowa
Codc, the fillirig o f all vacancies in the state personncl system sliali be subject to the provisions o f these rules. No vacaiit position in the executive branch shall be filled until thc position has been classified in accordance with lowa Code chapter 19A and these rules.
An employee who has participated in tlic phased retirement program shail not bc eligibie
for permanent employment for hours in excess o f those worked at [he time ofretircmcnt. A n
employee who has participated in the early rctiremenl or early termination program shall not
be eligibie for any state employment.
A pcrsoii who lias scrvcd as a conii~iissio~icr
or board mcniber of a rcgulatory agciicy shall
not be eligibie for einpioyineiit with that agency until two years after terniination o f the
sppointmeiit.
581-8.2U9A3
Prubationary appoinlrnenl. Probationary appointments may be made only
to mihorizcd and established positions unless these rules provide otlierwise. Appointmeii~s
to posilions covered by merit system provisions shall be made in accordance with Chapter 7
wl:ci; applicable.

Ef F.3,29,31

Projecl appoinlment. The director may approve a project appointment t o
581-8.3(19A)
an unaurliorized position when a pariiciiiar job, projccr, g r a ~ i t contract,
,
or other employii!eiit si:uaiiori is of liinited duratioii or ruiiiiilig, provided funds are available. Certification
sliail be in acco:dancc with 581-Chapter 7 when appiicablc. Persons hired shall be given
eitlici probationary, iiitermi!tml, statutory, temporary, or permanent status according to the
provisions of these rulcs and siinll be subject to tlicse rl~lcsand acquirc benefits in accordance
ivi:li the status assigned. The iniiial appoiiiriiicnt o f a n iiidividcai to any one parlicular project
will be approved for no more rlian one year. Thc director niay extend the appointment. At
ill? cxpiratioi! of tlic appointment ail eniploycc with pcriiianciil status may be transferred,
dciiio:cd, or proinoicd to ail establislicd position or to aiiotlicr p:oject appoiiit~nelit. Otherwise, a11cmployce covered by merit systcin provisioiis siiaii be subject to a reduction in force;
an einployee not covered by merit system provisions sliail be terminated.

E f f .9/lb!87

Provisional nppointment. If the director is unable to certify the names o f
581-8.4(19A)
at least six available applicants from a nonpromotional eligible list for a position covered by
merit system provjsions, an appointing authority may provisionally appoint a person who meets
the minimum qualifications for the class to fill the position pending the person's examination.
certiiication and appointment from a nonpromotional eligible list.
No provisional probationary appointment shall be continued for more than 30 calendar days
after an adequate eligible list has been established, nor for more than a total of 180 calendar
days after the date of original appointment. No provisional intermittent appointment shall
be continued for more than 30 calendar days after an adequate eligible list has been s t a b iished, nor for more than a total of 120 caiendar days after the date of appointrncnl.
Successive provisional appointments shall not be permitted. An employee with provisional
s!a:us shall not be eligible for promotion, demotion, transfer, or reinstatement to any position nor have reduction in force or appeal rights, but provisional probaiionary cmpioyecs shall
be eligible for vacation and sick leave and other employee benefits.
An exployee shall receive credit for time spent in provisional status toward the period of
probationary status.

Eff . 9 / 1 6 / 8 7

Intermillcnl appuinlrnenl. Where (lie scheduling of work requires the serv581-8.5(19A)
ices o f an cmpioyee(s) on a n intermittent basis, selectioii shall be made in accordancc with
subrule 7.3(2) when applicable.
An inlermittent appointment may be made to established intermittent positions or to permanent positions, or on an overlap basis to unauthorized positions.

Ch 8, p.2

Pcrsonncl[58l]

IAC 10/i7/90

not cxcecd 700 work hours in a fiscal year. Hours
ihc period providcd i c r scas3:ai a::olnimcnt
in rulc
581-5: l ( 1 9 A ) sha:: no1 accumuiatc touard th:r 7,W.hosr marimum. Ifap2oinicd to a c l a s
rtcuiiinn ccrtificaiion from an ciiaiblc list, inicrmittcnt cmolovecs mav continuc
to workwithout rccerlification in the s i m c class; under the same cc;tifi;ation conditions for
the samc appointing authority in succccding ycars. Failure of an appointee to work durinn
any succccding year shai: require rtcertification for appointmcnt if th; position is covcrcd b;
merit system provisions.
H'rcic in:crmiiicni scrvicc immcdiaicly prcccdcr a probationary appoin!mcni in ihc samc
class in ihc samc agcncy ir. uhi:h !kc intcrrriiicni scrvicc was performed. ihc current inicrmiitcnt scrvicc shall constitute a part o f thc probationary pcriod and shall be crcditcd to a maximum of 120 caicndar days. Otherwise, imermittcnt service shall not be credited toward the
probationary period. When intcrmittcnt service is crcditcd toward the probationary period.
vacation and sick ieavc shall bc given rctroactivcly bascd on the numbcr of hours workcd during thc 120 caicndar day pcriod immediately prcccding thc probationary appointment. An
intcrmittcnt cmployec may be given a probationary appointmcnt in thc samc class, agency
and location, and under thc same ccrtificalion conditions without rccerlification.
The acccptancc or refusal of an intermittent appointment shall not affect an applicant's
standing on an cligibic list nor eligibility for a probationary appointmcnt. An intermittent
cmploycc shall not be ciigibie lor any right of appcai. transfer, dcmotion, promotion, rcinstatement, or other righls of position, nor bc cntiiled to vacation, sick Jcavc, or other benefits.
An inicrmillcnt cmpioycc in a contract class shall only be given anothcr tcmporary type
of aopointmcnt to the extent that thc total number of hours workcd in all temporarv aoooinimcn'is in a fiscal ycar docs not excccd 700. Prior to accruing 700 hours worked, th;en&hoyee
shall cithcr be givcn a probationary or pcrmancnt appointmcnt, givcn a tcmporary apoointmen1 in a noncontract class, or terminated
An intcrmiltcnt ap~ointmcnt
shall
..
u 3 r i e - :- ncn:xl:a?i c:asscs during

.ff,

:f
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.4/16;8;

S81-8.6(I9h)
Relnstnlemenl. A lormtr pcrmancnl cmployce who separated lor othcr than
just causc may be rcinsiatcd with pcrmancnt, probationary, or inlermificnt status lo any
class For which qualified at the discrction of an appointing authority. Reinstatement shall
not rcquirc certification from a list of eligibles. The pcriod of reinstatement eligibility shall
bc cqual to thc pcriod of continuous state cmpioymcnt immcdialciy prior to the cmployce's
separation, to a maximum of two years. A formcr pcrmancnt m p l o y t c who is rcinstatcd with
intermittent status shall continuc to bc cligibic for rcinstatement with probationary or pcrmanent status during the balance of the original rcinstatcment pcriod. Current employees arc
not cligiblc for rcinsiatemcnt.
An cmployec who has participated In the phased retircmcnl program shall not be eligible
(or rcinstatcmcnt to ptrmancnt employment for hours in excess of those worked at the time
o r rctircmcnt. An employce who has participated in the cariy retircrncnt or eariy termination
program shall no1 bc ciigiblc for reinstatement to any statc cmploymcnt.
A pcrmancnt employee occupying a position covered by merit system provisions that has
been changed to be not covercd by merit system provisions shall be cligibic for rcinstatcmcnt
to a mcrit sys:cm covercd position while in ihc position not covered and for a period q u a i
to thc pcriod of thc continuous state employment, not to excccd two (2) years, following
separation from thc position for othcr than just cause.
A ocrmancnt c m ~ i o ~ who
e c demotes may at anv time be rcinstatcd to a oosition in thc class
occubitd prior to the dcmotion at thc disc&tion of thc appointing author&. Reinstatement
shail not rcquirc p:omotionai certification from a fist of eligibles. The cmplo~ecshall bc oaid
in accordance with the rules on promotion In subrulc 4.#4)

581-8.?il9A)
Emergency nppoinlmcnt. An a p p ~ i ~ t i authority
ng
may make an emergency
appointmcnt of a person to an unauthorized position without regard to othcr provisions o r
lhtse rules governing ccrtificalion and scicclion. An cmployec wifh emergency status shall
work no more than 350 hours for any or all states agcncics during a fiscal year. Hours worked
in noncontract classtr, during the pcriod providcd for scasonal cmpioymcnt in rulc
581-8.1 i(l9A) shall not accumulate toward this 350-hour maximum. An emergency cmploycc

IAC 2/21/90
CHAPTFR 1 1

Eff.li/10/86 581-11.1(19A)
Eff.9/16/87
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Separations.
11.1(1) Resixnolion, rriiremenl. p h o ~ e dreiireme,;i, early re-iirenienl, o r eviiy lerminaiion.
o. T o resign i l r retire in good sianding an employee must give the appointing authority at
least 14 c a l e n d x days' prior notice unless the appointing authority agrees to a shorter
pcriod. A written notice of resignation o r retirement shall l x given by the employec to the
appointing authority, with a copy rorwxrdrd to the director by the appointing authority at
the same time. An employee who fails to give this prior t~oticemay, at the request o f the
appointing authority, be barred from certification or appointmcnt to that agency for a period
of u p to two year>. Resignation o r retirement shall not be subject l o appeal under Chapter
12 unless it is alleged that ii was submitted under duress.
Employees who are absent from duty for three consecutive workdays without proper authorization from thc nppointing authority may be considered to havc voluntarily terminated
e m o l o ~ m e n t . The an no in tin^ aiiti~orityshall notifv the ernoiovee by rccisicred letter (return
rcc;ip; rcqucstcii) th& they must retu;n to work within two ;~orkday;foliowing rcc;ipt of
the notification o r bc removed from thc payroll. If thc appointing authority rcccivcs notice
t
that the letter was undeliverable, the entuloyee may be removcd from
from the U.S. ~ o s office
the payroll liv; days following receipt of that notice. The ;tpl,oii;tit~~
auth&ity shall consider
requests to revicw circumstances.
b. A full-timc employee who is at least 60 ycars o f agc and who has completed at lcast 20
years as a full-timc employee may, with approval of the appointing authority, pariicipate in
the phased retircincnt program. The request for participation h i l l specify thc number o f hours
per wcck the enipioyee intends to work for each year of thi: program.
Participants shall be in pay status a iwaximum of 32 hours per week and a minimum o f
20 hours pcr weck during the first four years in the program. After the completion o f four
years in the program, participxnts shall be in pay status a maximum of 20 hours per wcek.
An employee may not increase the number o f hours in pay status once a reduction has been
made. An employce may participaie for a maximum o f five years in the program.
A n employec participating in thc phascd retirement program shall receive holiday pay and
accrue vacation 2nd sick leave on a pro rata basis in accordance with thc number o f hours
in pay status in thc pay pcriod. During the period of particiption in the program, all other
benefits shall be commensurate with full-time cmolovment.
. .
Participation in the phased retirement program shall serve ;il,a written noticc o f intent to
retire on the date specified in the aaieement unless the cmplovce retires, resigns. is discharged,
to that daie. participank are cligibile to elect early rdireo r rccejvcs long-teim disability
men1 o r carly te;~ninationincentives in lieu o f completing the phased retirement agreement.
A n employee who participates in the phased reiirement propran1 shall noi be eligible to return
to permanent employment for hours in excess of those worked at the timc of retirement.
c, Employees who received early retirement o r early tcrmination incentives provided by the
1986 Iowa Acts, Srnale File 2242, shall not be eligibk for lurther state employment.
d. Separation from emplfiyment for p~irposesof induction into military service shall be in
accordance with s~ibruies14.6(2) and l4.9(2).
e. A person who has served as a commissioner or board ~ n e m b e rof a regulatory agency
shall not bc cligihle for employment with that agency until two years nhrr termination of thc
appointment.
11.1(2) Expira~ionof oppointnreni. When an cmployec is separated upon the expiration
o f an appointment of limited dtiration, the appointing authority shall immediately report the
separation l o thc department o n forms prescribcd by the director.

Appendix F
Nevada Revised Statutes

286.4i7 Credit for pnrt.time employment; loss of credit.
1 . Except as @:henvise iec;;iied as a result of NRS 286.537, an employee
may receive full s e n i c e credit for par!-time employmen! if:
(a) The ernployce and his employer en!cr inlo an agreement covering his
pwl-time en:ploymen: arx! the agreement is approved by the board;
(b) The employee will have reached the age and completed the years of
s c n i c e necessary for retirement, withog! actuarial reduction of his benefit, at
the expiration of the term of the agreement;
(c) The empioyee works haif time or more, but less than full time, according to the regular schedule established by [he employer for his position;
(d) The employee and the empioyer make conrributions equal to the lesser
of:
(1) The amount which a person serving on a fuil-time basis in the
position would contribute and which his employer would contribute for him;
or
(2) The amoun: which the employee and employer con:ributed during
the last 12 months of the employee's fuii-lime empioymen:, adjusted to
include increases to offset higher costs of living provided to simiiarly situated
employees of the same public employer;
(el Employment ends on or before the fifth anniversary of the day on
which thc agreemen: became effec:ive; and
(I7 The empioyee agrees in wri:ing to the forfeiture of credit provided in
su!isectix 2.
2. An employee loses all service credit which he did not earn by actual
woik and which has accrued pursaan: to lliis section if he:
(a; Re!urns to Pull-time empioymenl in the senlice of any p3biic employer
a: any time after beginning psi:-time work undei the agrcemen!, erccpl for
p.!,
,,t-,lme
,'
empioymeni as an elected public oficer as a resull of appointnlenl lo
3 1 elective ofice.
(hj C o n t i ~ u e sin his part-time emphymenl beyond the fifth anniversary of
the dny or; which the agreement became elTective.
(Added lo NRS by 1979, 495; A 1981, 452; 1983, 481; 1991, 2363)

Appendix G

Table 1
P r o v i s i o n s o f N o n c o n t r i b u t o r y a n d C o n t r i b u t o r y Benefit P l a n s
Noneontributory Plan
Employee Contributions
Normal Retirement
Eligibility.. . . . . . .
Benefit . . . . . . . . . . . . . . . . . . .

Early Retirement
Eligibility.. . . . . . . . . . . . . . . . . . . . .
Benefit . . . . . . . . . . . . . . . . . . . . . . . .

Deferred Vesting
Eligibility.. . . . . . . . . . . . . . . . . .
Benefit . . . . . . . . . . . . . . . .
Ordinary Disability
Eligibility . . . . . . . . . . . . . . . . . . . . .
Benefit . . . . . . . . . . . . . . . . . . . . . . .

Service-Connected Disability
Eligibility.. . . . . . . . . . . . . . . . . . . . .
Benefit

Contributory Plan

No employee c o n t r ~ b u t ~ o n s

7 8'3 of salary

Age 6 2 & I0 years service O R
Age 55 & 30 years service

Age 55 & 5 years service

I !4/r of average final compensation times years of service (Average final compensation or A F C
is a n average of the highest
salaries during any three years
of credited scrvice. excluding any
salary paid in lieu of vacation
o r if System membership occurred prior t o l/1!71. A F C
may be an average of the highest
salaries during any five years of
credited service including any
salary paid in lieu of vacation.)

2 % of average final cornpensation times years of service (Average final compensation or AFC
is a n average of the highest
salaries during any three yearn
of credited service. excluding any
salary paid in lieu of vacation
o r if System membership occurred prior t o 7
AFC
may be a n average of the highest
salaries during any fivg years of
credited service including any
salary paid in lieu of vacation.)

Age 55 & 20 years service

Any age & 25 years service

Normal benefit reduced 6% per
year under age 62

Normal benefit reduced 5% per
year under age 55 plus 4% per
year under age 50

10 years service

5 years service and conrributions left in the System

Accrued normal benefit payable
at age 65

Accrued normal benefit payable
at age 55

10 years service

10 years scrvice

Accrued normal benefit

I % % A F C for each full year of
service with a minimum of 30%
AFC

Any age or service

Any age or service

Accrued normal benefit. but
not less than 15% A F C

Totaity disabled: lifetime pension
o f 66-2:3% A F C plus annuity
Occupationalif disabled: same
benefit (66-2.3% p e n s i o n +
annuity)
~. paid for 3 years and
t h e n pension is reduced t o
33-11396 A F C

Table 1 (Continued)
Ordinary Death

Eligibility

Active employee at time of death
with a t least 10 years of service

Active employee at time of death
with at least I year of service

Benefit

Surviving spouse and dependent
children receive pension equal t o
a percentage o[ member's accrued normal benefit

Lump sum payment of member's
accumulated contribution plus a
percentage of final ?ear'% salary
Option 2 benefit if eligible for
retirement and one beneficiary
des~gnatedor Option 3 benefit if
not eligible for retirement. credited
with I0 years of service a n d o n e
beneficiary designated

Any age or service

Any age or service

Surviving spouse and dependent
children receive pension equal t o
a percentage of member's accrued
normal benefit. based o n minimum accrued normal benefit of
15% A F S

L u m p sum payment of member's
accumulated conrributioas. plus
pension of 50% A F S t o surviving spouse. dependent children
o r dependent parents

Service-Connected Death
Eligibtlity
Benefit

The contributory plan provisions summarized above apply t o teachers and most general employees
covered by that plan. Special provisions applicable t o certain groups ofemployees covered by the contributory
plan are outlined below:
A ) Police officers. firefighters. corrections officers. investigators o f t h e Department o f t h e Prosecuting
Attoinev and the Attoinev General. a n d na~coricenforcementinvestieators contribute 12.2% oftheir monthlv
.< : v \>,.<r,:-.>:e~J 01 61; T h r x memnerr c ~ :ct\rc
\
~ ~ d g e %5 . ii n IO!e3:> ct s e n ~ c r o r a an!
t age
a:.on1
.
,
, i r r \ ; e d n 3 i ~ c rt e a r e ! : r c n ? r i ornr.1 1 . ~ 1I I ^ . ~ f ~ ~ e r ~ c e ~ 1 n a l c . ~ m p c n rAFC,!orrach
year o f such seriice up t o a maximum of 80% AFC. provided the last 5 years is service in any of these
occupations.
8) Judges a n d elected officers may retire a t age 55 with a t least 5 years of credited service o r a t any age
with a t least I0 years of credited service a n d receibe a pension of 3Y2% o f A F C for each year of such service
plus a n annuity probided by contriburions aliocable t o the period of such service. This benefit cannot exceed
75% o i the AFC.
C ) Sewer workers in specified classifications who are members o f either the contributory o r
noncontriburory plan. may retireat any a g e a n d receivean unreduced normal benefit ifthey arccredited with
25 years of such service w ~ t hthe last 5 o r more years in the eligible classification.

-

~

~

Post Retirement Benefit
Every retirant'i basic ietiremcnt allowance is increased by 255% on each July I following the calendar
year of retirement. This cumulative bcne!i: is nor compounded a n d increases each year by 2/i% o f t h e basic
retirement allouance without maximum limitation (2sCf of the basic retirement allowance the first year. 5%
the second year. i%% the third year. etc.).
Taxation of Benefits
Rerirement benelitr aresubject t o Federai income taxes bur are exempt f r o m Hawaii Stare incomc taxes.
Arrangements t o initiate voluntary withholding of Federal income tax can be made at retirement.
T h e Retirement S y s ~ e m a l s o p r o v i d e s a1099-R tax form on or beforeJanaury 3 1 o f e a c h y e a r t h a t enables
retirees t o file their Federal income tax returns for the preceding year.

A d d i t i o n a l Benefits Available t o Retired M e m b e r s
R e t i r a n t s a r e a l s o e l i g ! b i e f o r health a n d life i n s u r a n c e benefits f r o m t h e H a u a i i Public E m p i o ) e e i Health
F u n d ( H e a 1 t h F u n d ) . R m r a n t s c r e d t t e d w t t h a t least t e n years a f s e i ~ i c e . e x c l u d i n g s , c kl e a i e credit q u a i i f ) f o r
free medical i n s u r a n c e p r e m i u m s : however. retirants with less t h a n ten years must a s s u m e a p o r t i o n of t h e
m o n t h l y p r e m i u m s . E f f e c t t i e J u l y I . l 9 8 9 . a l l d i s z b i i i t y retirants w h o i e t i r e d a f t e i J u n e 3 0 . 1984. u t t h i e s s t h a n
10 years o f s e r i i c e a l s o qualify f o r free medical i n s u r a n c e p r e m i u m s . Free life Lnsurance coverage a n d d e n t a l
c o \ e r a g e f o r d e p e n d e n t s u n d e r age 19 a r e a l s o available. R e t i r a n t s c o v e r e d by t h e medvia! p o r t t o n i P a r t B) o f
M e d i c a r e are eligible t o iecei\.e a r e i m b u r s e m e n t o f t h e basic medicai CoLerage p r e m l u m s if a n a p p l i c a t i o n is
filed u i t h t h e Health F u n d Office.
A n u p d a t e of benefits s h o u l d be o b t a i n e d f r o m t h e H e a i t h F u n d Office p r i o r t o retirement i n t h e ebent
changes ha\e occurred.
Applying f o r Benefits
A m e m b e r must file a s e r v i c e retirement a p p l i c a t i o n with t h e R e t i r e m e n t S y s t e m n o leis t h a n 30 d a y s but
n o t m o r e t h a n 9 0 d a ) s pr:or t o t h e e i f e c t i i e d a t e o f r e t i r e m e n t . O n c e t h e a p p l i c a t i o n has been filed.canceilation
p r i o r t o t h e e f f e c t i v e d a t e o f i e t i r e m e n ~is permitted: however. t h e law requires m a n d a t o r ) retirement u p o n t h e
third a p p l i c a t i o n . M e m b e r s residing o n t h e neighbor lslands may o b t a i n rerlrement application f o r m s f r o m t h e
D e p a r t m e n t of Budget & F i n a n c e a t t h e following locations:
H a w a i i District Office
101 A u p u n i Street. S w t e 203
Hiio. H a u a i i 96720
M a u i District Office
S t a t e Office Bldg.. 90. 2
2264 A u p u n i Street
W a l i u k u . Hawaii 96793
K a u a i District Office
4829 Iiwi R o a d
K a p a a , Hawaii 96746
C o u n s e l i n g Service
It is t h e policy o f t h e R e t i r e m e n t S y s t e m t o r e n d e r every possible service t o its members: however, a s
t h o u s a n d s o f inquiries a r e received a n d a n s u e r e d a n n u a l l y . in a d d i t i o n t o t h e a c t u a l processing of claims a n d
benefits. present s t a f f a n d facility a p p r o p r i a t i o n s restrict this activity t o a t t e n d i n g t o t h e needs of m e m b e r s
whose i m m e d i a t e welfare is d e p e n d e n t u p o n t h e p r o m p t settlement o f benefits. 4 s such. m e m b e r s w i t h o u t
serious i n t e n t i o n of i m m e d i a t e retirement but w h o a r e interested in determining their benefit status. s h o u l d
c o n t a c t t h e R e t i r e m e n t S y s i e m f o r t h e w o r k s h e e t s a n d tables t h a t will e n a b l e !hem t o d o t h e l r o w n calculations. M e m b e r s w h o a r e definite a b o u t retirement s h o u l d c o n t a c t t h e Retirement S y s t e m t o request f o r m a l
estimates a f their retirement benefits.

RETIREMENT OPTIONS

M A X I M U M A L L O W A N C E : T h e m e m b e r receives a lifetime m a x i m u m a l l o w a n c e a n d a t d e a t h , t h e
difference between t h e value of t h e member's c o n t r l b u i i o n s a t t h e time o f retirement a n d t h e retirement
a l i o u a n c e paid p r i o r t o d e a t h . a s well a s t h e p r o r a t e d a m o u n t f r o m t h e last p a y m e n t u p t o a n d including t h e
d a t e of d e a t h , a r e paid t o t h e designated beneficiary(ies) o r estate.
O P T J O N O N E : The m e m b e r r e c e i v e s a reduced liferimeailowance based o n a g e a n d a t death. thedifference
between t h c initial i n s u r a n c e reserve a n d t h e retirement a l l o w a n c e paid p r i o r l o d e a t h 1s paid t o t h e d c s i g n a t e d
beneficiary(ies) o r estate.

Source: M a r t i n E . Segal Company, Inc.: -&of
Acnuai . k c ? r i a i L~a1uatinn
..
as of June 30. 1991.

the Board of Trustees on the Sixty-Sixth

16-18,

Appendix H

Prepared by V.P. for
Administration
UNIVERSITY OF ?lAWAII
March 1983
Revised October 1986
EXECUTIVE POLICY

E9.204
I.

- ADMINISTRATION

Incentive Early Retirement
Introduction
This Executive Policy implements Section 9-13c,
Incentive Early Retirement, of the Board of Regents
Bylaws
and Policies and provides the guidelines
necessary for administrators to consider, review and
process, agreements to participate in the Incentive
Early Retirement Plan.

11. Objectives

To establish syetemwide guidelines to administer
the Incentive Early Retirement Program.
111.

Guidelines
Guidelines for Incentive Early Retirement (IER)
appointments shall be as follows:
A.

All Board of Regents appointees, who are eligible
for
retirement
under existing Hawaii State
Employees
Retirement
System
rules, may
participate in the University IER program.

B.

Participation in the University IER program is
voluntary for eligible employees.

C.

Given the variation in age, years of service, and
retirement entitlements among employees who wish
to participate in the IER program, the IER plan
contracted
between
the
University and its
employees will vary among individuals. However,
all agreements must:

.
1

be mutually agreeable as to terms;

2.

meet

the

test

.I.1~1vP~~i.;.

v

of

being beneficial to the

E9.204
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3.

4.

IV.

not exceed the equivalent
post-retirement employment;

of

.40 FTE in

be contracted for no more than three (3)
years.

D.

A formal agreement between the University and the
employee is to be prepared setting forth the
provisions
of
the
IER plan, including a
description of the services to be performed by
the employee and rate of compensation.

E.

The IER commitment between the University and the
employee may be reduced or terminated by mutual
agreement of the parties.

F.

The agreement shall also abide by the provisions
of
the Board of Regents' Policy regarding
teaching assignments of instructional faculty.

G.

Any extension of the IER agreement beyond the
allowable three years shall be based on the needs
of the University and shall be limited to one
year at a time.

H.

Dalegation: Vice Presidents, Chancellors, Manoa
Deans and Directors are delegated authority to
approve IER
agreements
on
behalf of the
University, provided that such agreements do not
axtend
three years beyond the date of the
participarrt's retirement. Extensions (one year)
shall require the specific approval of the
respective Vice President or Chancellor.

Rights, Privileges, and Obligations
Consistent with the terms of their individual
agreements and
except
as otherwise specified,
personnel in the Incentive Early Retirement Program
shall enjoy the same rights and privileges and be
under the same obligations applicable to facuSty and
staff to the extent that these rights, privileges, and
obligations are not inconsistent with their retirement
status, the laws of the State of Hawaii and the
policies and regulations of the University of Hawaii.

(University) and

is made between the University of Hawaii
(%pintee)
(=)
(rank)
of the

(deprtment/mit)

(6~21-

or college)

to phwide the w i n t e e put-tirne, pst-retirarrent arq?loyrmnt under the
University's Inceqtive m l y Retirement Program.
Ihe University and the w i n t e e agree to the fallwing:

(1) The w i n t e e shall retire £ran the service of the State of
klwaii mder the applicable rules and procedures of the State
of Hawaii Rnployees' Retirernent System effective
(2) The -intee

n

will ke reapgainted (check one)

In the rank and a a r y rate in effect a t time 02
retirement for the period

to
JTE (maximm -40)

at
at $

per month.

A s Lecturer with rank equivalency of
for the
0 wid
to
to teach
credit hours p r tmmester ~~ six
-

credits per sewster) a t

$

p r credit h a .

(3) ate rate of axpnsaticm w i l l be increased automatically if
the established rate for other Appiintees is -eased.
(4) The Appintee's duties shall consist of :

I

(5) Ihe Zippintee's salary shall be p i i d semi-nthly
t o apphcable federal and state taxes.

and subject

.

(6) unless a new Agreement is entered into, this Agreenwt shdll

terminate an

Approved for
University of Bawaii

by

Chancellar/Vice President
Date

Disfxitution:
Original - E
m Etcployment
Uther

-

w i t h Attacbmst
-intee
A6 require? by Czaqxs

-

Appendix I

PIiASEI) KETIRKMKNT
S U R V E Y INSTRUCTIONS
This survey has been designed to obtain the opinions of appointing authorities of the State
and counties regarding the desirability of implementing a phased retirement program for state
and county employees who are members of the Employees' Retirement System.
"Phased retirement" refers to a concept under which employees, when they are eligible for
retirement, are allowed to work on a reduced work schedule prior to full retirement. The concept
evolved out of a humanistic concern that workers should be allowed a period of adjustment to
ease the transition from full-time work to full retirement. In helpifig older workers prepare for
retirement, phased retirement has also provided a means for the training of new workers to
succeed the outgoing workers and an incentive for older workers, who so desire, to remain in their
jobs. While this concept has been very popular in the private sector and in colleges and
universities (the University of Hawaii has such a program), only two states, California and Iowa,
have enacted such a program for general public employees. The interest in the feasibility of a
program for Hawaii's public employees arises from a concern that with nearly thirty per cent of
the workforce at age fifty or over, there will be a sudden depietion of skills, knowiedge, and
expertise in government in the next five to ten years.
There is no single model program for phased retirement as the program design depends
on its intent. California's program differs substantially from lowa's, though both began in 1984.
California covers all employees except those in the University of California and safety and patrol
positions and employees are eligible to participate when they qualify for normal retirement. The
program is aimed at protecting the fiscal soundness of the retirement system, increasing
retiremen! options for employees, enhancing the quality of public service by retaining longer the
skill and expertise of senior employees, and indirectly reducing the social costs of the premature
departure of older workers from the labor market. The participant's work schedule can be set
anywhere from twenty to eighty per cent of fuit-time and can be reduced once every fiscal year or
increased once every five years. The participant receives a prorated salary and retirement
allowance and can remain in the program indefinitely or return to full-time work if such work is
available. The participant is considered an "employee" while in the phased retirement program
and is entitled to most employee benefits such as vacation, sick leave, health benefits, and pay
increases.
lowa's program was established for the purpose of cutting payroll costs by reducing its
workforce at the high end. Eligibility under lowa's program is sixty years with twenty years of
service (normal retirement is age sixty with twenty years of service). The participant remains in
the program for five years or less if the participant advances the retirement date. The participant
receives a prorated salary and a bonus that is ten per cent of the full-time salary and continues to
receive most employee benefits.

Neither California nor lowa has experienced much success with their programs in
California, retirees are allowed to collect full retirement and work nearly half-time; therefore,
employment as a retired annuitant is more beneficial to an employee than partial retirement.
lowa attributes its problems to the unwillingness of appointing authorities to participate because it
means reducing their staff and the concern of employees that the prorated service and salary
credit earned during the five-year period will reduce their retirement benefit.
The University of Hawaii's incentive early retirement program has been in place since
1983. Under this Board of Regents (BOR) policy, all BOR appointees who qualify for retirement
under the ERS are eligible to continue working on contract at not more than forty per cent of fulltime for a period of up to three years. The participant is retired and draws a full pension and is
eligible for any benefits and privileges not inconsistent with their retirement status, state laws.
and BOR policies. This practice has worked well for the University system since a new faculty
member can be hired with the sixty per cent savings from the retiree's salary.
In considering the feasibility of a phased retirement program for Hawaii, there are many
issues to be resolved. In broad terms, the major issues are:
The status of a participant -- If compensation is a combination of salary and
retirement allowance, the status of the participant raises many concerns. Whether
the participant is deemed an employee or a retiree, there will be impacts on
benefits regarding disability, death, vacation, sick leave, and the health fund.
The operational workload; service delivery -- If appointing authorities are not
allowed to hire additional personnel to cover the portion of the work schedule
vacated by the participant, the impact on agency operations and the workload of
nonparticipating employees must be taken into account.
The cost to an employee -- If an employee continues to work as an "employee"
beyond normal retirement, how does this status affect the employee's retirement
plans such as deferred compensation and social security and the payment of
taxes.
The benefits of such a program as compared to other alternatives -- Existing
mechanisms such as the hiring of retirees at less than half-time by contract and
job-sharing
For discussion purposes. the following model for a phased retirement program for state
and county employees is proposed:
Eligibility -- All employees eligible for retirement under the Employees' Retirement System
(age fifty-five or over with twenty-five years of service for contributory members; twenty-five years

of service for police officers and firefighters; age sixty or over with twenty-five years of service or
age fifty-five or over with thirty years of service for noncontributory members).
Duration -- An employee works under a reduced schedule for a period of up to three years.
Participation -- Participation is voluntary. An employee desiring to participate submits a
request to the appointing authority who approves the request based on operational
considerations. The employee and appointing authority must agree upon a work schedule.
Criteria for denial by the appointing authority and an appeal would be established.
Work schedule -- The work schedule would be limited to a minimum of twenty-five per
cent of full-time to a maximum of seventy-five per cent of full-time; however, once an employee
and appointing authority agree upon a schedule, that schedule cannot be changed for the threeyear phasing period.
Compensation -- The participant would be paid a prorated salary and a prorated
retirement allowance based on the reduced work schedule. For example, a participant working
forty per cent of full-time would receive forty per cent of the full-time salary and sixty per cent of
the retirement allowance.
Status of participant regarding benefits -- A participant in a phased retirement program
would be considered an "employee" if working fifty per cent of full-time or more and would earn
vacation, sick leave. and service credits. A participant working less than fifty per cent of full-time
would be considered a "retiree" and though ineligible for vacation, sick leave, and service credit,
would be receiving the free health plan coverage.
Please complete the attached survey as i f the above model is the adopted program for
state and county employees PIease answer the questions by filling in the blank or circling the
number of the response that best describes your opin~on Do not circle more than one number per
question After completing the survey, please use the preaddressed, stamped envelope to return
the survey by August 20, 1992.
Your assistance on this survey is very important and greatly appreciated Thank you very
much.

PHASED RETIREMENT
APPOINTING AUTHORITY OPINlON SURVEY
Departmen:
Name of Person Completing Survey

1.

How many full-time employees are in your department?
Civil Service

2.

When an employee in a senior level position retires, do you have difficulty finding an
appropriate successor?
a. Usually

3.

b. Sometimes

c. No

Do you now have senior level positions occupied by persons 50 years of age or older
with no intermediate level employees in line to assume those senior level positions?
a. Yes, quite a lot

4.

Noncivil Service

b. Yes, a few

c. No

How concerned are you about the possibility of losing knowledgeable and experienced
senior employees in the next five years?
a. Seriously concerned

b. Moderately concerned

5.

Have you ever re-hired an employee who retired?

6.

If the answer to #5 is yes:
a.

How was that retired employee re-hired?
(1)
(2)
(3)
(4)

b.

c. Not concerned

Temporary employee working less than twenty hours per week.
Consultant on a personal service contract.
Emergency hire.
Other

Why was the retired employee re-hired?
(1)
(2)
(3)
(4)

Unable to find qualified person to replace retiree.
To complete an important project.
To assist in training replacement.
More cost-effective to re-hire on part-time basis or contract than to fill
position

(5)
(6)

7.

Retired employee wanted to continue working but not on a full-time basis.
Other

If the answer to #5 is no, was it due to:

a.
b,
c.
d.
e.

Absence of a need to rehire.
Insufficient funds.
Absence of authority to contract such services
Concerns expressed by bargaining unit representatives regarding such practice.
Other. Please explain.

8.

If a phased retirement program is made available as an option for all state and county
employees in the retirement system, would you prefer to continue the current practice
(as indicated in #5) of re-hiring retired employees on an as needed basis?

9.

What has been your department's experience with the State's job-sharing pilot program
authorized by Act 244. Session Laws of Hawaii 1989?

10.

If a phased retirement program is made available as an option for all state and county
employees in the retirement system, which of the following can be anticipated? (Circle
all applicable items )
a.
b.
c.
d.
e.

There should be no problem as there aie few employees in this department who
would be eligible for retirement and participation in the phased retirement
program at the same time.
It would be difficult to make adjustments to work schedules to ensure that there
is adequate workload coverage.
Additional staff would have to be hired to maintain current service.
If additional staff is hired, there would be a problem with accommodations as
office mace is limited.
Other

The following questions are aimed at your opinions regafding the design of a phased
retirement program for Hawaii.
11.

Enrollment should:
a.

Apply to all full-time employees

b.

Exclude certain job classes from participation. (Please indicate which classes and
why they should be excluded, e g . , police officers because of public safety or
nurses because they are in a shortage category.)

12. The period an employee is in phased retirement should be:
a.
b.
c.
d.
e.

Limited to two years
Limited to three years
Limited to five years
Unlimited and should end when the employee is ready for full retirement.
Other. Please explain.

13. The part-time work options should be:
a.
b.
c.

d.
14.

The work schedule options should be:
a.

b.
c.
d.
e.
15.

Limited to half-time work for all participants.
Limited to a range of options with a minimum of 25% and a maximum of 75% of
full-time to be determined on a case-by case basis by an agreement between the
participant and the appointing authority.
Limited only by a maximum ceiling to be set by law, with the actual work time
determined on a case-by-case basis between the participant and appointing
authority.
Should be left entirely to participant and appointing authority to determine on a
case-by-case basis.

Limited to reduced workday.
Limited to reduced workweek.
Limited to reduced workmonth.
Limited to reduced workyear.
Left entirely to participant and appointing authority to determine on a case-bycase basis.

General comments:
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Samuel B K Charg

Direc!or
Research iE05, 557-0666
Rev;sor (808: 587-0670
Fax (E48! 5E7~Ci2:O

September 16, 1992

4770-A

Dear State or County Employee:
Subject: Phased Retirement Study
The Legislative Reference Bureau is conducting a study on the feasibility of implementing
a phased retirement program for full-time employees who are active members of the Employees'
Ret!rement System. You are one of 400 state and county employees age 45 or over who have
been randomly selected by computer to complete the attached survey.
The purpose of this survey is to find out whether or not employees would participate in a
phased retirement program. For the purpose of answering questions 14 through 17, the term
"phased retirement" refers to a program under which employees who are eligible for retirement
are allowed to work on a reduced work schedule prior to full retirement. The program the LRB
believes may be feasible for Hawaii would be as follows:
Eligibility - - All employees when they are eligible for normal retirement under the
Employees' Retirement System
Duration -- An employee works under a reduced schedule for a period of up to three
years
Participation -- Participation is voluntary. An employee desiring to participate
submits a request to the appointing authority who approves the request based on
operat!onal considerations. The employee and appointing authority must agree
upon a work schedule.
Work schedule -- The work schedule would be limited to. a minimum of 2590 of fullt i n e to a maximum of 75O/o of full-time; however, once an employee and appointing
authority agree upon a schedule, that schedule cannot be changed for the threeyear phasing period.
Compensation -- The participant would be paid a partial salary and a partial
retirement allowance based on the reduced work schedule. For example, a
participant working 40010 of full-time would receive 409'a of the full-time salary and
60% 3f the retirement allowance.
Status of participant regarding benefits -- A participant in a phased retirement
pwgram w w i d be considered an "err;ployee" if workin$ 50% of full-time or more
and wouid eacn vaca:pon, sick leave, and service credit. A participan? working less

-2-

September 16, 1992

than 50% of full-time would be considered a "retiree" and though ineligible for
vacation, sick leave, and service credit, would be receiving free heaith plan
coverage.
It shouid take you only about 5-10 minutes to complete the survey. When you are finished,
please use the enclosed self-addressed, stamped enveiope and mail it back to us by
September 30, 1992. Your assistance is very important to our study. Thank you very much for
your cooperation.
Sincerely,

Samuel
B7
K. Ch a
-%
P-Director

SBKC:ay
Enc.

I

LEGISLATIVE REFERENCE BUREAU
EhlPLOYEE OPINION SURVEY ON RETIREMENT PLANS
Please answer the questions below by circling the letter of the answer that best
describes yod or your opinion
1.

How old are you?
a.
b.

c.
d.
e.
f.

2.

Under 45 years old
45-49years old
50-54years old
55-59years old
60-64years old
65 years old and over

What type of employee are you:
a.
b.

3.

Do no: circle more than one answer per question

State
County

In what range is your annual saiary?
Under $20,000

$23,000- $25,000
$26,000- $33,000
$31,000- $35,000
$36,000- $40,000
$41,000- $45,000
$46,000- $43,000
$50,300- $55,000
$56,000- $60.000
$61,000- $65000
$66,000- $70,000
$71,0OGa r d over

4.

Which employee unit do you belong to? (Ifyour position is excluded from cotiective
bargaining which unit would you be in if you were not excluded?)
Unit 1 (Monsupervisory blae collarj
Unit 2 (Supervisory blue collar)
Unit 3 (Monsupervisory white collar)
Unit 4 (Supervisory white collar)
Unit 5 (Teachers and other DOE personnel on same salary schedule)
Unit 6 (Educational officers and other personnel on same salary schedule)
Unit 7 (UH faculty)
Unit 8 (UH personnel other than faculty)
Unit 9 (Registered professional nurses)
Unit 10 (Institutional, health, and correctional workers)
Unit 17 (Firefighters)
Unit 12 (Police officers)
Unit 13 (Professicnai and scientific employees other than registered
profess~onalnurses)

5.

How many total years of service do you have as a state andlor county employee?
Less than 5 years
5-9 years
10 years
11-75 years
16-20 years
21-25 years
26-30 years
mote than 30 years

6.

How many years have you been with the department or agency you are in now?
a.
c.
d.
e.
1.

Less than 5 years
5-10 years
11-75 years
16-20 years
21-25 years
26-30 years

9.

more than 30 years

b.

7.

What is your status under the Employees' Retirement System:
a.
b.

8.

What is your marital status?
a.
b.

9.

Yes

N0

As best as you can estimate at this time, when do you plan t o retire from the State or
county?
a.
b.
c.
d.
e
f.
g.

11.

Married
Not married

If you have children, will any of them still be in school or college when you are eligible
for retirement?
a.
b.

10.

Contributory member - ( I make monthly contributions to the retirement system)
Noncontributory member - ( Ido not make monthly contributions to the
retirement system)

Before age 55
At age 55
After 55 but before 62
At age 62
After 62 but before 65
At age 65
After age 65

Are you look~ngforward to retirement?
a.
b.
c.
d.
e.

Yes, de!inite!y
Yes, for the most part
I have mixed feelings
No
I have not seriously thought about it

12.

a.

a or b in question i i l l , what is the main reason for your answer?
If you circled -

(4)
(5)

I do not enjoy my job
I would like to spend more time with my family and on my hobbies,
other interests, travel, etc.
1 am financia!ly secure, I do not have :o work
1 would iike ro pursue a different career outside of government
1 would like ;o pursse a different career in government on a part-time

(6)

basis
Other (please explain)

(1)

(2)

(3)

b.

If you circled o or d in question ' i l l , what is the main reason for your answer?
(1)
(2)
(3)
(4)

(5)
13

How much planning have you done to ensure :hat you will have enough Income upon
your retirement?
a.
b.
c.
6.

14.

I love my job
I prefer to work to keep myself busy
1 would not have enough income i f I retire
1 qave to work u n t ~my
l children compete their schooling
Other (please explain)

A lot
A littie
Very M e
None

When you are eiigibie for retirement, would you be interested in a phased retiremert
program where instead of full retiremeni you would be allowed to work part-time in the
same job you now have for three years before you fully retire? (See cover letter for
explacation of this program.)
a.
b.
c.
d.
e.
f.

g.

Yes, def:nitely
Yes, depending on the work schedule
No: sure
No, I want to remain in this job on a full-time basis as long as I am healthy and
ab:e.
No, I would fully retire and find some other part-time job that is different from
my present job
No, I wcuid fully retire and find some other full-time job that is different from my
preserit job
No, I just waxt to ret~re

15.

If a "phased retirement" program is made available, and you are interested in
particicating, which of the following reduced work schedules w ~ u i dyou be most
interested in?
a.
b.
c.
d.

16

i f you were a participant in a "phased retirement" program, how iong would you like to
r e n a ~ nin the program7

a.
b.
c.
d.
17.

Quarter-time (25% of full-time)
Half-time (50% of fuil-time)
Three-quarter-time (75% of full-time)
Other (please explain)

Until I qualify for social security
1-2 years
3-5 years
indefinitely

If you would not be interested in participating, how would you feel about a co-worker
participating?
a.
b.
c.

Okay, as long as my workload is not increased by my co-worker's reduced work
schedule.
It would not bother me.
I would not like it, I think everyone should work full-time or retire.

Thank you very much for your time. Please mail this form in the envelope provided by
October 12, 1992.
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LEG~SLATIVEREFERENCE BtJREAU
State of H a v m

Stare Capitol
Honoluiu Hawau 96813

July 30, 1992

Mr. Francis Kennedy
Business Manager
Hawaii F;ref;ch:ers Association, Local 1463
2405 S. Be:e:ar~a Street
Honoluiu, Hawaii 96826
Dear Mr. Kennedy:
P u r s u a ~ ito Senate Resolution No. 80 and House Resslution No. 123, the Legislative
Reference Boreau (LRB) IS conducting a study on the feasibility of implementing a phased
re!iremeit pr3sram !or state and county employees. (Copies of the resolutions are enclosed for
your informaton and files )
The resolutions direct LRB to consult with the exclusive representatives of the thirteen
pubi'c sector collective bargaining unit. As the researcher assigned to this study, I have
comple!ed most of the background research on the "phased retirement" concept and am now in
the process cf soiicit~ngcomments from ihe various parties listed in the resolution. The purpose
of this letter is to obtain your views on phased retirement for Hawaii's public employees.
Tc provide you with some background, "phased retirement" refers to a concept under
which em?:oyees, when they are eligible for retirement, are aliowed to work on a reduced work
schedule prior to full retirement. The concept evolved out of a humanistic concern that workers
should be ailowe3 a perlod of adjus:ment to ease the transition from full-time work to full
retirement. In helping older workers prepare for retirement, phased retirement has also provided a
means for t'le tra!r:ng of new workers to succeed the ou:going workers and an incentive for older
workers, w k so desire. to remain in their jobs. Whi!e this concept has been very popular in the
priva:? sector and in coiieges and universities (the University of Hawaii has such a program), only
two states, Ca'ifornla and Iowa, have enacted such a program for genera! public employees. The
interest in the feas:bili!y of a program for Hawaii's public employees arises from a concern tha!
with nearly tkirly per cent of the workforce at age fifty or over, there will be a sudden dep1e:ion of
skills, knowledge, and expertise in government in the next five to ten years.
There is no singie mode! program for phased retirement as the program design depends on
its intent. Caiifornia's program differs substantially from Iowa's, though both began in 1984.
California covers all employees except those in the University of California and safety and patrol
positions an3 employees are eiigibk to participate when they qualify for normal retirement. The
program is ained at protecting the fiscal soundness of the retirement system, increasing
retirement cptimc for em@oyeesl enhancing the quality of piibiic service by re!a,ning longer the

Mr. Francs Kennedy

July 30, 1992

ski!l and expertise of senior employees, and indirectly reducing the social costs of the premature
departire of older workers from the labor mark3. The participant's work schedule can be set
anywhere from twenty to eighty per cent of full-time and can be reduced once every fiscal year or
increase3 o x e every five years. The participant receives a prorated salary and retirement
allowawe and can remain in the program indefinitely or return to full-time work if such work is
available. Tne participant is considered an "employee" while in the phased retirement program
and is entitled to most employee benefits such as vacation, sick leave, health benefits, and pay
increases.
Iowa's program was established for the purpose of cutting payroll costs by reducing its
workforce at the high end. Eiigibiiity under Iowa's program is sixty years with twenty years of
service (norms1 retirement is age sixty with twenty years of service). The participant remains in
the program for five years or less if the participant advances the retirement date. The participant
receives a prorated salary and a bonus that is ten per cent of the full-time salary and continues to
receive mo;t employee benefits.
Nei:har Cilifornia nor lowa have experienced much success with their programs. I n
California. retirees are aliowed to collect full retirement and work nearly half-time; therefore,
employmi;" as a retired annuitant 1s more beneficial to an employee than partial retirement. lowa
attributes its prcnlems to the unwillingness of appointing authorities to participate because it
means redscicg their staff and the concern of employees that the prorated service and salary
credit earfied during the five-year period will reduce their retirement benefit.
The University of Hzwaii's incentive early retirement program has been in place since
1983. Under this Board of Regents (BOR) policy, all BOR appointees who qualify for retirement
under the ERS are eligibie to continue working on contract at not more than forty per cent of fulltime for a period of up to three years. The participant is retired and d r m s a full pension and is
eligibie for acy ben-3f:ts and privileges not inconsistent with their retirement status, state laws, and
BOR policies. Tnis practice has worked well for the University system since a new faculty
member can be hired with the sixty per cent savings from the retiree's salary.
For a!scuss;or. purposes, the following model for a phased retirement program tor state
and county employees is proposed:
Eligibility - All employees eligibie for retirement under the Employees' Retirement System
(age fifty-five or over witk twenty-five years of service for contributory members; twenty-five years
of service fc: police officers a r d firefighters; age sixty or over with twenty-five years of service or
age fifiy-five or over with thirty years of service for noncontributory members).
Duration - A n emp!oyee works under a reduced schedule for a period of up to three years.
Participation - Participation is voluntary. An employee desiring to participate submits a
request to the appointing authortty who approves the request based on operational considerations.
The enployee and appointing authority must agree upon a work schedule. Criteria for denial by
the s p p m t , n g authority and an appeal wouid be established.
Work schedule - T h e work schedule would be limited to a minimum of twenty-five per cent
of full-time to a maximum of seventy-five per cent of full-time; however, once an employee and
appoir,tin~astnority agrae upon a schedule, that schedule cannot be changed for the three-year
phasing period.
Compensation - The participant would be paid a prorated saiaiy and a prorated retirement
aiicwawe Case3 CT: the rebilced work schedule. For example, a participant working forty per cen:
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of full-time would receive forty per cent of !he full-time salary ana sixty per cent of the retirement
allowance
Status of participant regarding benefits - A participant in a p i x s e d retirement program
would be consderec an "employee" if working fifty per cent of full-time or more and w9uld earn
vacation. sick ieave, and service credits. A participant working less than fifty per cent of full-time
wouid be considered a "re!ireeeand t h m g h ineligible for vacation, sic^ ieave, and service credit.
wouid be receiving the free health plan coverage.
In considering the feasibility of a phased retirement program for Hawaii, there are many
issues to be resolved. In broad terms, the major Issues are:
(1)

(2)

(3)

(4)

The status of a participant - If compensation is a combination of salary and
retirement allowance, the status of the participant raises many concerns. Whether
the participant is deemed an employee or a retiree, there wili be impacts on
benefits regarding disability, death, vacation, sick leave, and the health fund.
Tne operat~onalworkload; service delivery - If appointing authorities are nor allowed
i o hire additional personnel to cove! the portion of the work schedule vacated by the
participart, the impact on agency operations and the workload of nocparticlpating
employees must be taken into account.
The cost to an employee - If an employee continues to work as an "emp!oyeeW
beyone normal retirement, how does this status affect the employee's retirement
pians such as deferred compensation and social security and the payment of taxes.
The benefits of such a program as compared to other alternatives - Existing
mechanisms such as the hiring of ret~reesat less than half-time by contract and jobsharing.

Given the brief ~niormaiionabove, I would appreciate your views regarding phased
retirer,int and how it can be beneficial or detrimental to your bargaining unit membsrs. If you
would pre:e: to respond by telephone or by a personal interview, piease call me at 587-0666.
T h a - i you very much for your time and assistance.
Sincerely,

Susan K. Claveria
Researcher
SKC:ay
Enc.

