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Federal Employees Are Paid Less than Their 

Private Sector Counterparts 
 
A recently released annual report of the Federal Salary Council (FSC) 
found that federal employees are paid 34.6% less than their private-
sector counterparts. Federal employees accept this pay disparity in 
return for service to their country.  
 
The FSC calculation is based on Bureau of Labor Statistics data, which is 
more comprehensive and accurate because it uses a job comparison 
methodology - measuring data from job matches in the public and 
private sector.  The results show a widening pay gap that needs to be 
addressed, especially as federal salary rates have been frozen since 
January 2010 and continue to remain frozen through December 2013, at 
the earliest, under the current Continuing Resolution. 
 
America’s Most Experienced Federal Employees Are the Most 
Underpaid 
 

A report from the Congressional Budget Office (CBO) measuring the pay 
disparity between the federal workforce and the private sector found 
that when benefits are weighed, America’s most educated and 
experienced federal workers earn about 18% less than they would 
if they worked in the private sector. These are the federal workers we 
can least afford to lose and should be most concerned about 
compensating fairly. 
 
The report also found that federal workers with less experience and 
education earned slightly more than their counterparts in the private 
sector. NARFE does not dispute these findings, but it is worth noting that 
it makes sense that the starting salary of an administrative assistant at 
the CIA, who must undergo a rigorous background check, is slightly 
higher than that of an administrative assistant at a top law firm. 
 
Politicians Have Falsely Claimed That Federal Employees Are 
Paid More than Their Private-Sector Counterparts with 
Imaginary Stats 
 

Before the CBO report, many politicians cited wild and unfounded claims 
that federal employees are overpaid. These claims were based on a 
study from the Cato Institute, a Washington, DC, libertarian think tank 
that advocates limited government. Cato alleges, “the average federal 
civilian worker now earns twice as much in wages and benefits as the 
average worker in the U.S. private sector.” These numbers are 
skewed, outdated and don’t tell the full story.  
 
 SKEWED: When examining federal employees, the Cato study 

surveys both salary and retirement benefits. Meanwhile, when 
examining private-sector jobs, they only survey salary. 
 

 OUTDATED: The data includes the former Civil Service Retirement 
System that was used prior to 1987. Retirement payments to former 
workers obviously don’t benefit the majority current workers, should 
not be included in their average total compensation and are not 
similarly accounted for with the private-sector data. 

Federal Employees By the 
Numbers 

 

 84.3% of federal 
employees work 
outside the DC 
metropolitan area – 
that’s 2,392,742 jobs 
across the country. 
Only 12.6% of federal 
employees (356,545) 
serve inside the D.C. 
metropolitan area.  
 

 62% of federal 
employees earn 
between $25,000-
75,000 each year. 
 

 Over time, the federal 
workforce has 
significantly shrunk 
compared to the overall 
U.S. population. In 
1969, there were 3 
million federal 
employees serving 203 
million Americans. In 
2012 there were 2.1 
million full-time federal 
employees serving 307 
million Americans. 
 

 55% of federal 
employees are between 
the ages of 45-64 
(compared to 36% in 
the private sector). 
 

 51% of federal 
employees have a 
college degree or 
higher education 
(compared to 29% in 
private sector). 
 

 On average, today’s 
federal employees have 
14.6 years of service. 
 

 Nearly 1-in-100 
Americans is a federal 
employee – there are 
approximately 3.5 
million full- and part-
time federal employees 
who go to work every 
day in every state to 
support their 
communities. An 
additional 2.4 million 
retired federal and 
postal employees live 
across America. 



 
 

 

State
Total 

Annuitants 
on Roll *

Monthly 
Annuities 
($000s) *

Active 
Federal 

Employees *

U.S. Postal 
Service 

Employees **

Total Active & 
Retired Federal & 
Postal Employees

Alabama 58,890 140,169 41,744 8,727 109,361
Alaska 7,714 18,510 12,457 1,551 21,722
American Samoa 67 ‐ 113 107 287
Arizona 54,265 124,765 41,858 9,409 105,532
Arkansas 25,075 50,175 14,475 5,460 45,010
California 213,699 500,448 167,514 65,454 446,667
Colorado 49,139 121,528 40,213 10,799 100,151
Connecticut 14,741 33,083 8,815 8,485 32,041
Delaware 9,450 25,708 3,360 1,836 14,646
District of Columbia 43,776 139,529 163,922 5,439 213,137
Florida 167,381 402,228 90,677 34,032 292,090
Georgia 83,961 194,973 79,209 17,649 180,819
Guam 2,590 4,381 2,897 107 5,594
Hawaii 24,724 61,430 25,575 2,323 52,622
Idaho 14,566 33,538 8,759 2,562 25,887
Illinois 68,691 160,480 49,065 30,489 148,245
Indiana 36,771 79,003 24,527 12,306 73,604
Iowa 20,970 43,665 9,074 7,733 37,777
Kansas 24,647 54,275 17,597 6,988 49,232
Kentucky 35,527 68,269 25,586 7,904 69,017
Louisiana 26,982 58,377 21,335 7,866 56,183
Maine 13,956 29,365 10,869 3,486 28,311
Maryland 158,094 522,100 136,148 13,008 307,250
Massachusetts 42,848 96,523 28,887 16,836 88,571
Michigan 44,006 99,293 30,263 21,625 95,894
Minnesota 28,781 62,834 18,174 12,715 59,670
Mississippi 25,496 54,381 19,308 4,863 49,667
Missouri 54,249 120,946 37,062 15,374 106,685
Montana 12,852 29,999 10,249 2,152 25,253
Nebraska 13,444 28,163 11,030 4,615 29,089
Nevada 22,491 53,720 12,384 4,210 39,085
New Hampshire 12,316 29,018 4,656 3,168 20,140
New Jersey 54,575 137,476 26,305 22,390 103,270
New Mexico 27,941 65,340 25,720 3,138 56,799
New York 95,411 203,392 67,517 45,030 207,958
North Carolina 73,591 173,865 45,270 18,274 137,135
North Dakota 6,430 13,017 6,375 1,857 14,662
Northern Mariana Islands 22 - 200 10 232
Ohio 75,036 177,889 52,312 23,936 151,284
Oklahoma 48,255 103,142 39,218 6,882 94,355
Oregon 33,351 79,234 20,098 6,775 60,224
Pennsylvania 108,305 244,492 67,019 29,553 204,877
Puerto Rico 11,388 20,114 11,004 2,570 24,962
Rhode Island 8,240 17,807 7,377 2,591 18,208
South Carolina 43,747 97,206 22,679 7,373 73,799
South Dakota 10,253 21,664 8,697 2,155 21,105
Tennessee 46,310 103,564 28,711 12,133 87,154
Texas 168,519 379,070 142,708 40,777 352,004
US Virgin Islands 644 1,003 703 185 1,532
Utah 34,937 80,813 28,342 4,695 67,974
Vermont 4,439 9,823 4,754 1,706 10,899
Virginia 142,228 439,306 149,591 16,464 308,283
Washington 66,021 159,252 57,473 11,876 135,370
West Virginia 17,868 41,112 16,205 3,934 38,007
Wisconsin 26,971 56,516 16,090 12,037 55,098
Wyoming 5,734 12,718 5,811 1,111 12,656
TOTAL 2,522,375 6,078,691 2,017,981 626,730 5,167,086

*Office of Personnel Management (OPM), Dec. 2012 **Postal Regulatory Commission, Nov. 2012

THE FEDERAL FAMILY
Civilian Annuitants, Employees & Postal Employees

 



 
 

 

 
 
 

 
 



    
 

 

 
 
 
 



    
 

For more information, please contact Jessica Klement, Legislative Director, at jklement@narfe.org, 
or John Hatton, Deputy Legislative Director, at jhatton@narfe.org.  

 
NARFE’s Legislative Priorities for the 113th Congress 

 
The National Active and Retired Federal Employees Association (NARFE), one of America’s 
oldest and largest associations, was founded in 1921 with the mission of protecting the 
earned rights and benefits of America’s active and retired federal workers. The largest 
federal employee/retiree organization with 260,000 members, NARFE represents the 
retirement interests of nearly five million current and future federal annuitants, spouses 
and survivors. 
 

1) Prevent reductions in the earned benefits of federal employees and retirees 

 Oppose reductions in cost-of-living adjustments (COLAs) to federal retirement 
annuities and Social Security benefits, including a switch to the chained CPI for 
purposes of calculating COLAs. 

 Oppose attempts to shift more of the costs of health insurance onto federal employees 
and retirees.  

2) Prevent across-the-board cuts to the size of the federal workforce, federal pay, and 
federal retirement and health benefits 

 Oppose increased retirement contributions for federal employees (for both current 
employees and future hires) without any enhancement of benefits.  Oppose reduction 
or elimination of federal retirement annuities. 

 Oppose an extension of the federal pay freeze, and support full implementation of 
federal employee pay parity as reflected in the Federal Employees Pay Comparability 
Act of 1990 (P.L. 101-509). 

 Oppose arbitrary reductions in the size of the federal workforce through attrition, or 
work hours through furloughs.  Support full back-pay for furloughed employees.   

3) Support improvements to the affordability of and choice provided by the Federal 
Employees Health Benefits Program (FEHBP) 

 Assess Administration proposals, including: the inclusion of a self plus one option; 
expansion of plan types offered, including regional preferred provider organizations 
(PPOs); coverage for domestic partners; and, implementation of wellness programs. 

 Support efforts to reduce the cost of prescription drug coverage. 

4) Oppose other cuts to federal employee and retiree benefits.  Assess and support 
proposals that improve the efficiency and quality of the federal workforce without 
targeting federal employee pay and benefits 

 Oppose unfair reductions in federal workers’ compensation benefits at retirement age 
without taking into account recipients’ disadvantages in preparing for retirement.  
Support improvements to the program integrity of the federal workers’ compensation 
program. 

 Assess and support miscellaneous civil service reforms that improve federal workforce 
quality and efficiency without targeting federal employees, e.g. hiring reform.



CURRENT THREATS TO 
RETIRED & ACTIVE FEDERAL WORKERS 

 
 

 

Threat Proposal Summary Consequences 
Reduced COLAs 
for Federal 
Annuities 
 

The President’s FY14 budget proposes changing 
how inflation is calculated for purposes of 
determining cost-of-living adjustments (COLAs) to 
federal retirement annuities and Social Security 
benefits by switching from the CPI-W to the 
chained CPI. The change would result in lower COLAs. 
The proposal is expected to receive serious consideration 
in budget negotiations between the White House and 
congressional Republicans  

Lowers annuities by estimated 0.3 percent per year; 
3 percent after 10 years; 6.2 percent after 20 years; 
9.4 percent after 30 years. For the median CSRS 
annuity of $31,440 per year, this amounts to a loss of 
$6,155 after 10 years; $28,531 after 20 years; and, 
$77,013 after 30 years; it would have the same 
percentage impact on Social Security benefits. The chained 
CPI does not accurately reflect seniors’ largest expense – 
medical care – and any attempt to change the COLA 
formula must do so. 

Increase in 
Employee 
Contributions for 
Retirement 
 

Federal workers hired after December 31, 2012, 
will pay 2.3% more of each paycheck toward their 
retirement, even though they will not be receiving any 
additional benefits. Passed as part of the payroll-tax 
holiday and unemployed benefits extension deal.  
ENACTED (P.L. 112-96). 
 
Increase in retirement contributions for current 
employees.  Passed the House twice during the 112th 
Congress and included in House budget for FY14. 
 
1.2% increase in retirement contributions for 
current employees.  Proposed in President’s Budget for 
FY14.  

$15 billion – the cost to new federal workers (and 
savings to U.S. government) over the next 10 years. 
 
 
 
 
 
Upwards of $83 billion – the cost to federal workers 
(and savings to US government) over 10 years, depending 
on the size of the increase. 
 
$20 billion – estimated cost to federal workers (and 
savings to US government) over 10 years. 

Pay Freeze 
 

Three-year pay freeze on federal workers. No pay 
raises in 2011, 2012, or 2013. ENACTED (P.L. 111-322 
and P.L. 113-06).   

$99 billion – the cost to federal workers (and savings to 
US government) over 10 years from three years of the pay 
freeze. 
 

Furloughs 
 

Across-the-board government spending cuts 
pursuant to sequestration will force agencies to use 
administrative furloughs.   
 

A few agencies that have announced furloughs include: 
 IRS: 5 furlough days where the IRS will shut 

down entirely on May 24, June 14, July 5, July 22 
and August 30, 2013 

 HUD: 7 furlough days where HUD will shut down 
entirely between May and August 2013 

 DOD: most employees will be furloughed for 11 
days starting July 8 
 

Adequacy of government operations and services 
threatened; significant negative economic impact. 
Potential loss of up to 22 days of pay for federal 
employees for administrative furloughs. 



CURRENT THREATS TO 
RETIRED & ACTIVE FEDERAL WORKERS 

 
 

 

Threat Proposal Summary Consequences 
Increased FEHBP 
premiums; 
program integrity 
threats 
 

The Simpson-Bowles Fiscal Commission proposed limiting 
the government’s payment for FEHBP premiums to a 
lump-sum amount that is indexed to GDP, plus one 
percent. Proposal forces federal employees, retirees and 
survivors to pay an increasingly higher share of their 
health insurance premiums. Currently, the government 
pays a set percentage – 72 percent on average – of total 
premiums. Because health care inflation has been 
outpacing the growth in GDP, the proposal would cause 
enrollees to pay a greater percentage of FEHBP 
premiums.  
 
Removing postal employees and retirees from 
FEHBP, replacing health insurance with a USPS-
administered plan. Proposed by USPS Postmaster 
General. 
 
 
 
Removing employees from FEHBP and placing them in 
the state exchanges created under the Affordable Care 
Act (H.R. 1780 in 113th Congress).  
 
Separating Medicare-eligible or Medicare-enrolled 
postal employees and retirees into a separate 
FEHBP plan. Included in different versions of S. 1789 
(112th Congress), the 21st Century Postal Service Act of 
2012, but ultimately struck from the legislation that 
passed the Senate last year.   
 

Estimated increase in the enrollees’ share of 
premiums from 28 percent on-average to 43 percent 
on average after 10 years. 
 
Reduction of guaranteed health benefits for current 
and future postal employees. Threat of higher costs 
for postal employees and retirees as well as other 
federal employees and annuitants by undermining 
the integrity of FEHBP. Notably, it would split the FEHBP 
risk pool, decreasing the purchasing power for both a 
USPS-run plan and FEHBP. It would also duplicate 
administrative costs already incurred by the Office of 
Personnel Management (OPM) in its administration of 
FEHBP. 
 
Reduces participant choice of health plans. May 
increase the cost of FEHBP premiums for federal 
employees and retirees across-the-board. 
 
Under the guise of, “if it’s good enough for members of 
Congress, it’s good enough for the President and the 
Executive Branch,” the bill completely dismantles 
FEHBP as it exists today. Employees would not receive 
FEHBP in retirement if H.R. 1780 was enacted. FEHBP 
would consist of only current retirees, and eventually 
cease to exist. 

Reductions to 
value of FERS 
annuities 
 

Proposals to change the accrual rate from 1percent 
to 0.7 percent and base annuities on the highest 
five instead of the highest three years of salary 
would reduce annuities by over 40 percent. 
Approved by House OGR Committee during the 112th 
Congress – H.R. 3813.  
 
Eliminates the FERS Annuity Supplement for new 
hires. Passed the House during the 112th Congress – 
H.R. 6684. Proposed in President’s Budget for FY14. 
Previous proposals would eliminate for all employees.  

Undermines retirement income security 
Current median FERS annuity is $756 per month. New 
median annuity would be $446 per month. 
 
Undermines retirement income security. Proposals 
that would eliminate the annuity supplement for current 
employees would unfairly take away a retirement benefit 
employees rely on in retirement planning.  



CURRENT THREATS TO 
RETIRED & ACTIVE FEDERAL WORKERS 

 
 

 

Threat Proposal Summary Consequences 
Workforce 
Reduction 
 
 
 

Mandatory reduction in Department of Defense 
civilian workforce, projected to be 5 percent. 
ENACTED (P.L. 112-239).   
 
Mandatory 10 percent reduction in federal 
workforce through attrition. Policy assumption 
underlying House-passed FY1 budget – H.Con.Res. 112. 
Proposals along the same line have been discussed as a 
way to offset sequestration.   
 

Weakens America’s defenses by diminishing the 
civilian support provided to our troops. 
 
A weaker federal workforce is a weakened America 
Today’s federal workforce is already stretched thin – there 
are nearly the same number of federal employees in 2013 
as there were in 1946 when Truman was president and the 
U.S. population was half the size. 
 

Reduction of 
Workers’ 
Compensation 
Benefits  
 

Reduces FECA’s basic compensation benefit by 25 
percent at retirement age, and eliminates the 
supplemental for disabled workers with 
dependents. The Federal Employees’ Compensation Act 
(FECA) provides basic compensation to federal employees 
disabled by work-related injuries and illnesses. In 
exchange for their reasonable benefits, FECA recipients 
lose their right to sue the government for their work-
caused impairment. While compensation is modest, it will 
never be able to reverse the permanent damage from a 
debilitating injury or illness. Legislation including these 
benefit cuts passed the Senate in April 2012 – S. 1789 
(postal reform legislation). 

Federal employees disabled by a work-caused injury 
or illness would not be afforded the level of income 
security they deserve and would have earned had 
they been able to continue working. According to a 
GAO report (GAO-13-108) released in October 2012, 
federal workers disabled as part of their service would 
receive up to 35 percent less in retirement age income 
than if they were not injured and retired after 30 years 
under the current retirement system. Under current law, 
median FECA benefits for totally disabled workers are “on 
par with or less than” what they would have received after 
a full 30-year career. Additionally, S. 1789 would have 
reduced, by 11 percent, the pre-retirement wage-loss 
compensation of injured workers with dependents, even as 
the GAO report shows that the median after-tax 
replacement rate of income is only 81.6 percent. Finally, 
GAO found that these policy changes would have a 
disproportionate impact on the lowest-wage employees 
and those who are injured early in their careers. 
 

 



 

 

 
Cost-of-Living Adjustments and the Chained CPI 

 
Cost-of-living adjustments (COLAs) to federal civilian and military retirement annuities, 
as well as Social Security benefits, veterans’ benefits and disability benefits, currently 
are determined by the Consumer Price Index for Urban Wage Earners and Clerical 
Workers (CPI-W), which is computed by the Bureau of Labor Statistics (BLS) at the 
Department of Labor (DOL). 
 
The President’s Budget for Fiscal Year 2014 included a proposal to use the Chained 
Consumer Price Index for All Urban Consumers (Chained CPI-U) instead of the CPI-W as 
a way to limit the growth of the national debt.  The proposal was also included in the 
Republican Study Committee budget, which received the support of 104 Republican 
members of the House of Representatives.  Previously, the proposal was part of the 
Simpson-Bowles Fiscal Commission report and has received serious consideration in 
budget negotiations between the White House and congressional Republicans. 
 
Chained CPI Cuts Earned, Promised Benefits 
 
Individuals who have worked their whole lives to earn their retirement benefits will receive less 
money in the future, and that sounds like a real benefit cut to them, because it is. 
 
Using the chained CPI instead of the CPI-W would reduce COLAs by an estimated 0.3 percent per 
year. Because this difference would compound over time, it would result in estimated yearly 
benefits 3 percent lower after 10 years, 6.2 percent lower after 20 years and 9.4 percent lower 
after 30 years.   
 
Federal retirees under the Civil Service Retirement System (CSRS), which does not provide Social 
Security benefits, often rely on their federal annuity as their sole source of income.  Therefore, a 
switch to the chained CPI would have a particularly acute impact on their retirement benefits.  
The median CSRS annuity is $31,440 per year.  By using the chained CPI, someone earning that 
annuity would receive, in total actual dollars, an estimated:  
 

 $6,155 less after 10 years;  
 $28,531 less after 20 years;  
 $77,013 less after 30 years; and, if lucky enough to enjoy a long life,  
 $166,200 less after 40 years. 

 
Federal employees covered by the Federal Employees Retirement System (FERS) would be hit 
twice by the switch, through their federal pensions and their Social Security benefit.  Additionally, 
FERS does not even provide full inflation protection if inflation is greater than 2 percent.  With a 
median annuity of $9,876 per year, FERS retirees also would receive an estimated: 
  

 $1,933 less after 10 years;  
 $8,962 less after 20 years; 
 $24,191 less after 30 years; and, if lucky enough to enjoy a long life,  
 $52,207 less after 40 years.      

Chained CPI is Not a Better Measure of Inflation 
 
Proponents of the chained CPI claim it provides a better measure of inflation by taking into 
account how consumers substitute one item when the price of another item increases; for 
example, by switching from steak to chicken when the price of steak rises. Accounting for this 
type of substitution, however, fails to measure lower standards of living that result from  



 

 

 
substituting a less desirable alternative. Seniors, in particular, as a result of living on a fixed 
income, often find such substitution impracticable, as they are already purchasing lower priced 
goods. 
 
Second, neither the chained CPI nor the CPI-W accurately reflects changes in consumer prices 
experienced by the seniors who rely on the measures to adjust their incomes appropriately.  
Notably, while health care accounts for about 12 percent of spending for those 62 or older, it 
accounts for only 5 percent of spending for the general population.  Meanwhile, health care costs 
are rising faster than other goods – last year, health care inflation was 3.7 percent while the CPI-
W indicated the average price of consumer goods increased 1.7 percent.    
 
When you measure costs experienced by Americans 62 years of age or older, as the BLS does 
when calculating an experimental price index for elderly consumers, the CPI-E, inflation is actually 
greater than the CPI-W reflects, a clear sign that switching to the chained CPI is a move in the 
wrong direction. 
 
Chained CPI Hurts the Most Vulnerable 
 
Using the chained CPI as an inflation measure would decrease benefits for low income seniors and 
the disabled, including disabled veterans, while simultaneously increasing taxes on lower and 
middle-income taxpayers. Current seniors, especially those who are older than 65, will be hit the 
hardest by a switch to the chained CPI – they are likely to have fewer sources of income, are 
unable to return to work given their age, and have higher medical expenses. 
 
The average Social Security benefit is roughly $15,000 annually, which is, by itself, a low income.  
For seniors that rely solely on their Social Security benefits, every dollar the chained CPI reduces 
their income may be a vital one.  While some proponents of the chained CPI have coupled their 
support for it with an increase in benefits for the poorest elderly, such as those receiving 
Supplemental Security Income (SSI), it is difficult to see how you save money for deficit 
reduction without hurting low income seniors when the average Social Security benefit is so low. 
 
Individuals receiving veterans’ benefits or disability benefits (SSI) will be hit particularly hard by a 
switch to the chained CPI.  Because many of these individuals rely on benefits for a longer period 
of time, the compounding effect from reduced COLAs caused by a switch to the chained CPI will 
take a more substantial toll on their total benefits.   
 
Finally, using the chained CPI to adjust tax brackets would increase taxes on lower and middle-
income workers, making it harder to save more for retirement.  According to a Joint Committee 
on Taxation report, by 2021, the tax liability for those with incomes between $10,000 and 
$20,000 would increase by 14.5 percent, and by 3.5 percent for incomes between $20,000 and 
$30,000, while those with incomes of $1 million and above would see an increase of only 0.1 
percent.  The chained CPI hits our nation’s most vulnerable twice. 
 
The impact of these combined changes would fall hardest on those who live the longest, as their 
savings dwindle, and on those whose sole source of retirement income is from their government 
benefit, including Social Security and civilian and military retirement annuities. 
 


