
Class Action Suit or Legislative Change?
Many people affected by the GPO and/or the
WEP have asked, “Why not file a class action
suit based on discrimination?” After seeking
legal advice and reviewing past court action,
NARFE has concluded there is little likelihood
that a court would agree to hear a case. The
alternative to a class action suit is to change the
law. A change of law to repeal or modify the
GPO and WEP has been a part of NARFE’s offi-
cial legislative agenda for a number of years. In
addition, NARFE founded and today chairs the
Coalition to Assure Retirement Equity (CARE),
which brings together affected federal, state,
county, teacher and police retirees.

Legislation
A variety of bills has been proposed in both the
U.S. House of Representatives and the U.S.
Senate to repeal the GPO and WEP, as well as to
reform these two provisions. Upon introduction,
these bills have been referred to their respective
congressional committees, the House Ways and
Means Committee and the Senate Finance
Committee.

Join NARFE’s Battle
NARFE supports legislation to change current
law so that federal retirees receive their
earned Social Security benefits. NARFE and the
CARE Coalition continue to press Congress to
take action on the GPO/WEP provisions that
are penalizing our nation’s public servants.

Unfair Law
Mixed in with the fact that the GPO and the WEP
have been the law of the land for more than 25
years are a number of factors contributing to the
general unwillingness of Congress to make any
changes. At the top of the list, of course, is the
cost of making any changes, as well as budget
laws that prevent Congress from increasing costs
in one area without offsetting cuts in another.
Factors that should also be considered:

• In the private sector, a pension from an
employer, no matter how large, does not cause
the Social Security benefit to be reduced.
Because a person chose to work for the
government, long before the advent of the
GPO and/or the WEP formula, should not be
a reason to reduce his/her earned Social
Security benefits.

• Federal employees under the CSRS have
historically paid a higher contribution rate
than private sector employees have paid into
Social Security. These higher contributions
should translate into more retirement income
for federal retirees.

• In the private sector, 97 percent of the
employers that provide pension plans do not
require employee contributions. Therefore,
federal annuities include a much higher
portion of a retiree’s personal contributions
than do pensions in the private sector.

• Income replacement rates for civil service
retirees are lower than in the private sector.
The General Accounting Office (GAO)
reported in 1995 that the replacement rates
for retirees at age 62 with 30 years of service
were 65.1 percent to 70.3 percent for private
sector retirees, while the replacement rate for
federal retirees was 56.25 percent. This
indicates, in general, that replacement rates
for the federal sector are much lower. Sources
of retirement incomes included in the study
originated from pension plans plus Social
Security.

Understanding the
Social Security Offsets

Security benefit may be reduced by the WEP,
when that person dies, his/her survivor will be
entitled to the full benefit.

How the WEP Reduces Benefits
The Social Security formula for computing ben-
efits is based on a worker’s Average Indexed
Monthly Earnings (AIME). This is a 35-year
average of actual earnings that have been
indexed, or adjusted, to put them in proportion
to the earnings level of all workers during those
years.

A specific formula, figured in three steps, is
then applied to the AIME. For someone becom-
ing age 62 in 2009, the formula is: 90 percent of
the first $744 of the AIME; 32 percent of the
amount from $744 to $4,483; and 15 percent of
the amount over $4,483.

The WEP formula applies 40 percent to the first
$744 instead of 90 percent.

Example: Scott, an annuitant with 30 years of federal
service, has an AIME of $500. If the regular Social
Security formula were used, his benefit would be
$450. Using the WEP formula, his benefit at age 65
would be $200 per month.

Example: Marie, who worked 15 years in the private
sector and 15 years for the federal government, has
an AIME of $900. The WEP formula provides 40
percent of the first $744, which is $298. The
difference between $744 and $900 is $156.
32 percent of $156 is $50, which is added to the
$298 for a WEP-reduced benefit of $348. If the
regular Social Security formula had been used,
Marie’s monthly benefit would have been $720.

Note: The formula is applied as of age 62 and
then increased by subsequent cost-of-living
adjustments (COLAs) if the individual files for
his or her benefits after age 62. The monetary
values in the formula increase each year.
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The Social Security Government
Pension Offset and Windfall
Elimination Provision

The Social Security program covers
96 percent of all U.S. workers, but about
29 percent of public employees, including
Civil Service Retirement System (CSRS)
federal employees, do not currently pay
Social Security payroll taxes. This translates
into about seven million federal, state and
local government employees who are “non-
covered employees” (not covered by Social
Security), with CSRS federal employees
representing about 535,000 of this total.

The Government Pension Offset (GPO) and
the Windfall Elimination Provision (WEP)
have long plagued these public sector
employees by eliminating or reducing their
Social Security benefits. At present, about
one million individuals, out of a total of
50 million Social Security beneficiaries, are
affected by the GPO and WEP.

Government Pension Offset
The Social Security Act does not allow a person
to receive both his/her own earned benefit plus
a full spousal benefit. This is called the “dual
entitlement” rule. For example, if a woman is
eligible for her own Social Security retirement
benefit, then that amount offsets dollar for dol-
lar what she could get as a spouse from her
husband’s Social Security. In short, she can opt
to receive the larger, but not both.

The GPO, enacted as part of the 1977 Social
Security Amendments, treated government pen-
sions and annuities as though they were Social
Security benefits, applying the dual entitlement
rule. Spousal benefits were to be offset dollar
for dollar beginning December 1982.

At the time, NARFE strongly criticized the
dollar-for-dollar reduction, arguing that a Social
Security retiree, who also received a pension
from private employment, did not have the
dual entitlement rule applied to the private pen-
sion income. In response, Congress amended

the GPO law in 1983 by reducing the dollar-for-
dollar offset to an arbitrary two-thirds offset.

The GPO has already affected approximately
401,200 retired federal, state and local govern-
ment employees (2004 data). Of these, 42
percent were widows or widowers, and about
75 percent were women. Of those affected,
85 percent lost their entire spousal/survivor
Social Security benefit.

Who Is Affected by the GPO?
Federal, state and local government retirees first
eligible to retire December 1982 or later from a
job not covered by Social Security. NOTE:
Anyone who is a federal survivor annuitant
(not a federal retiree) is exempt from the GPO.
Neither the survivor annuitant’s own Social
Security nor the widow’s benefit from the hus-
band’s Social Security is affected.

How the GPO Reduces Spouse Benefits
The GPO affects CSRS employees retiring
December 1982 and later. It reduces or elimi-
nates the Social Security spousal or survivor

benefit to which the federal retiree may be eligi-
ble, based on the Social Security record of
his/her wife or husband. The Social Security
benefit is reduced by an amount equal to two-
thirds of the retiree’s CSRS annuity.

Example: Margaret, a widow, retires from her gov-
ernment job with a gross monthly annuity of $600.
She is eligible for a Social Security widow’s benefit of
$900. She has not worked under Social Security long
enough to qualify on her own account. The $900
widow’s benefit is reduced by two-thirds of the $600
annuity ($400). Her Social Security widow’s benefit is,
therefore, $500 instead of $900.

Example: Kay, a federal retiree, has a monthly
annuity of $900. Her husband retired from a
private sector company and receives a Social
Security benefit of $1,100. Kay, who has no Social
Security coverage, should receive a wife’s benefit
equal to one-half of her husband’s or $550.
Because of the GPO, she will receive no wife’s ben-
efit because two-thirds of her annuity ($600) totally
offsets the $550.

Windfall Elimination Provision
The WEP was enacted as part of the 1983 Social
Security Amendments. The amendments
stemmed from the recommendations of a bipar-
tisan commission selected to find ways of
improving the long-range financial picture of
the Social Security Trust Fund.

Many federal employees who later became eli-
gible for an annuity had worked just long
enough under Social Security to be qualified for
a Social Security retirement benefit at age 62.
Congress had long felt that a Social Security
benefit in addition to a full career government
annuity was a “windfall” because of the way
the Social Security benefit is figured.

The Social Security computation formula is
designed to give greater advantage to low-wage
earners by giving them a higher benefit. Under
the regular formula, a low-wage earner receives
a benefit that replaces approximately 56 percent
of pre-retirement earnings, while the replace-
ment rate for the average worker is 42 percent
and about 35 percent for the higher-income
worker. As a result, government employees who
had worked only 10 years under Social Security
were treated in the computation as low-wage
earners, although they had worked a full career
under CSRS. This occurred because the average
computation period covers 35 years of Social
Security-only earnings. Earnings from 10 years
of work, averaged over 35 years, look like the

earnings of a low-wage earner and compute to
the highest replacement rate.

The WEP has already affected more than 971,300
retired federal, state and local government
employees (2006 data). Of these, 65 percent were
men. In 2000, 3.5 percent of WEP-affected indi-
viduals had incomes below the poverty line.

Who Is Affected by the WEP
Federal, state and local government retirees
who receive an annuity or pension from a job
not covered by Social Security are affected by
the WEP if they are first eligible for that annu-
ity/pension after 1985 and become age 62 or
disabled (for Social Security) after 1985. NOTE:
Even though an individual’s own Social


