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T H E HISTORY OF organized protect ion against the 
risks of d isabi l i ty , o ld age, and premature death 
for employees of State and local governments i n 
this country is marked b y several d is t inct trends. 
The earliest significant legislation for public em­
ployees resulted f rom a recognition of the need for 
protection against the risks of d isabi l i ty and death ; 
provisions for old-age ret irement followed later. 
The first munic ipa l pension fund established b y 
law i n the U n i t e d States was t h a t for N o w Y o r k 
City police i n 1 8 5 7 . The or ig inal law provided 
only d isabi l i ty and death payments wh i ch were 
financed by awards, donations, and proceeds f r om 
the sale of confiscated or unclaimed property . 
Not u n t i l 2 0 years later were ret irement protec­
tion and employee contr ibutions added. 

For many groups and i n many localities, v o l u n ­
tary m u t u a l benefit associations pointed the way 
to later public legislation. I n 1 8 6 9 , the teachers 
of New Y o r k C i t y founded the M u t u a l L i f e 
Assurance Association, which paid only lump-sum 
death benefits. Th i s association was supported 
entirely by v o l u n t a r y contr ibutions made b y 
members when the need arose Sick benefits 
were added i n 1 8 8 5 ; by t h a t t ime , regular annual 
dues were collected. The first ret irement p r o v i ­
sions for teachers were introduced i n 1 8 8 7 w i t h the 
organization of the Old-Age and D i s a b i l i t y A n n u ­
ity Association i n N e w Y o r k and B r o o k l y n . A t 
first membership was v o l u n t a r y , b u t i t became 
compulsory i n 1 8 9 4 when Now Y o r k C i t y teachers 
obtained State legislation prov id ing t h a t deduc­
tions f rom their pay because of absence were to be 
turned over to the ret irement fund . 

The earliest plans and provisions for old-age, 
disability, or surv ivor protect ion for publ ic em­
ployees were predominant ly local i n scope, pre­
sumably because interest could be awakened more 
easily i n re lat ively small groups. As the principle 
of publ ic ly sponsored protect ion for State and local 
government employees gained acceptance, sys-
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terns expanded to cover wider geographical areas. 
A State-wide contr ibutory p lan for teachers was 
established i n New Jersey i n 1 8 9 6 ; membership 
was v o l u n t a r y under the or ig inal legislation b u t 
was later made compulsory for now entrants. 
F r o m 1 9 0 4 on, a number of States passed legisla­
t i o n prov id ing for State-wide contr ibutory sys­
tems for teachers; i n most of these, membership 
was compulsory. 

I n the early stages of g rowth , protect ion was 
confined to special classes of publ ic employees: 
teachers, policemen, firemen, and judges. T h e 
first system covering general State employees was 
established i n 1 9 1 1 b y Massachusetts. Four years 
later , the employees of Philadelphia and P i t t s ­
burgh were covered b y the earliest munic ipa l sys­
tems combining the employees of several govern­
menta l departments. 

There has been increasing acceptance of the 
principle t h a t the financing of ret irement and 
survivor protect ion for employees of State and 
local governments is a j o i n t responsibil ity of the 
employee and the governmental u n i t . A l t h o u g h 
the earliest teachers' systems were supported en­
t i r e l y b y v o l u n t a r y employee contributions, sys­
tems for other occupational groups were more 
commonly financed a t first b y the governmental 
u n i t alone. M a n y of these noncontr ibutory plans 
were supported b y sporadic appropriations b y the 
governmental u n i t to provide the funds needed 
current ly . Other units cared for employees who 
were too o ld to w o r k b y means of concealed pen­
sions—by keeping superannuated employees on 
the regular pay r o l l a l though they were n o t ex­
pected to perform any regular duties. M o r e or ­
derly provisions and recognition of social insurance 
needs are associated w i t h the r a p i d g rowth , after 
1 9 1 0 , of legislation cal l ing for contr ibutions f r o m 
both the employee and the governmental u n i t . I n 
m a n y instances, the contr ibutory legislation rep­
resented the conversion of older systems and no t 
the creation of now ones. 

Ret irement systems for State and local govern­
ment employees have grown a t an uneven rate i n 



different sections of the country and for different 
groups of employees. W h e n the Social Security 
A c t was passed i n 1 9 3 5 , a l l State and local govern­
ment employees were excluded f r o m coverage of 
old-age and survivors insurance because of the 
legal problems invo lved i n tax ing State and local 
government pay rol ls . Thus , a largo propor t i on 
of employees and their families who were no t p r o ­
tected b y State or local systems were l e f t w i t h o u t 
any protect ion against the loss of earnings through 
o l d age or death. T h e character and the extent 
of the benefits v a r y wide ly among the groups wh i ch 
have some protect ion under State or local plans. 

T h e Social Security B o a r d is responsible for 
evaluat ing the extent of the protect ion available 
t o and the social security needs of persons no t 
covered b y the provisions of the Social Security 
A c t . A m o n g the groups for wh i ch in format ion has 
been lacking are employees of State and local 
governments. Therefore, the possibi l i ty of ob­
ta in ing data on coverage and benefits through a 
m a i l canvass was discussed w i t h staff members of 
the D i v i s i o n of State and Loca l Government of 
the Census Bureau and the survey was undertaken 
b y them. Questionnaires were sent to ret i rement 
systems administered b y States, b y a l l m u n i c i ­
palities w i t h populations of 5 , 0 0 0 or more, b y a l l 
counties w i t h populations of 5 0 , 0 0 0 or more, and 
b y a sample of the smaller governmental un i t s . 
T h e s tudy excluded ret irement systems i n w h i c h 
employees were first covered after the end of the 
fiscal year 1 9 4 0 - 4 1 ; systems under which on ly 
service-connected d isabi l i ty payments are made 
and w h i c h therefore resemble workmen's compen­
sation rather t h a n ret irement programs; pr ivate 
endowment plans such as those of the Carnegie 
Foundat ion for the Advancement of Teaching ; 
and plans wh i ch provide for the purchase of r e t i re ­
ment a n n u i t y contracts through l i fe insurance 
companies. Of the estimated 1 ,753 systems which 
were considered to f a l l w i t h i n the scope of th is 
s tudy , a small p o r t i o n have no formal organi ­
zat ion b u t merely represent the current payment 
b y the government of pensions to selected former 
employees or their survivors. 

N a t i o n a l estimates of State and local retirement 
coverage, benefits and beneficiaries, refunds, and 
contr ibut ions have been prepared j o i n t l y b y the 
D i v i s i o n of Coordinat ion Studies, Bureau of Re ­
search and Statistics of the Social Security Board , 
and the D iv i s i on of State and Local Government 

of the Bureau of the Census. A n analysis of the 
complete results w i l l be published by the Bureau of 
Research and Statistics i n the near f u t u r e . 1 I n the 
meantime, because publ ic a t tent i on is again fo-
cused on the groups wh i ch do not yet have social 
insurance protect ion, data on coverage of public 
employees under State and local government re­
t i rement systems are presented here. 

Coverage in Relation to All State and Local 
Employment 

Approx imate ly 1.5 m i l l i o n State and local 
government employees were members i n January 
1 9 4 2 of retirement systems whi ch were i n opera­
t i on at the close of the fiscal year 1 9 4 0 - 4 1 (table 
l ) . 2 The covered employees made up less than 
hal f of a l l State and local employment. The al­
most complete lack of protect ion for a l l employees 
i n a number of States and for employees in certain 
occupations or localities i n other States is con-
cealed i n the over-al l coverage figure. 

Cal i fornia , N o w Y o r k , and Ohio load i n covering 
their State and local employees. I n each of those 
States, approximately three out of every four pub­
lic employees were members of retirement systems 
operating a t the end of the fiscal year 1 9 4 0 - 4 1 . 
A t least two out of every three employees in 
Connecticut, Massachusetts, and Pennsylvania 
had protect ion. B u t i n contrast to these 6 States 
are Idaho , w i t h no coverage, and 7 other States 
wh i ch covered less t h a n 5 percent of their State 
and local employees—Mississippi, Nebraska, 
N o r t h Carol ina, Oklahoma, South Carol ina, South 
D a k o t a , and W y o m i n g . A lmos t equally unpro­
tected were the employees of A labama, Iowa, 
Missour i , N e w Hampshire , and Oregon, where 
fewer than one-tenth were covered 3 by retirement 
systems, I n approximately hal f the States, the 

1 Summary tabulations of operating data have been published by the Divi-
sion of State and Local Government, Bureau of the Census, in Retirement 
Systems for State and Local Government Employees, April 1943, State and Local 
Government Special Study No. 17. 

2 The figures for covered employment do not include employees under the 
following types of programs: systems under which only service-connected 
disability payments are made; private endowment plans; and plans which 
provide for the purchase of retirement annuity contracts through life insurance companies. 

3The proportion of coverage in Alabama and North Carolina has increased 
significantly as a result of retirement systems which came into operation 
after the 1940-41 fiscal year. From information now available it is estimated 
that, at the close of 1942, 50 percent of all State and local employees in the 
United States were covered by retirement systems. The States which 
account for the bulk of the increase In coverage, and the estimated proportion 
of their public employment which was covered by the end of 1942 are: Ala-
bama, 47 percent; Michigan, 61 percent; North Carolina, 70 percent; and 
Virginia, 64 percent. 



employees who had no protect ion outnumbered 
the members of ret irement systems more t h a n two 
to one. 

The tendency for the States w i t h the largest 
numbers of public employees to have the highest 
proportionate coverage results i n a marked con­
centration of membership i n a few States. Thus 
New York alone accounted for one-f i fth of a l l the 

covered employment and, i n combination w i t h 
Cali fornia, Ohio, and Pennsylvania, for almost 
half . The combined employment i n these 4 
States, however, represents less t h a n a t h i r d of 
al l State and local employment. T h e 15 States 
w i t h the smallest number of government employees 
had 7.1 percent of a l l State and local employment 
b u t only 4.5 percent of the covered employment. 

Table 1 . — E m p l o y m e n t and pay rolls covered by State and local government retirement systems, and proportion 
of school, nonschool, and permanent full-time employment covered, by State, January 1942 1 

[ A m o u n t s in thousands] 

State 

E m p l o y m e n t Pay rolls 
Percent of 

to ta l school 
employ­

ment 
covered 

Percent of 
t o t a l non­
school e m ­
ployment 
covered 

Percent of 
permanent 

full-time 
employ­

ment 
covered 

State 
T o t a l 

Covered b y retire­
ment systems 2 

T o t a l 

Covered b y retire­
ment systems 

Percent of 
to ta l school 

employ­
ment 

covered 

Percent of 
t o t a l non­
school e m ­
ployment 
covered 

Percent of 
permanent 

full-time 
employ­

ment 
covered 

State 
T o t a l 

N u m b e r Percent 

T o t a l 

A m o u n t Percent 

Percent of 
to ta l school 

employ­
ment 

covered 

Percent of 
t o t a l non­
school e m ­
ployment 
covered 

Percent of 
permanent 

full-time 
employ­

ment 
covered 

Total 3,249,290 1,494,714 46.0 $386,497 3 $231,067 59.8 57.7 38.1 55.3 

Alabama 47,421 2,760 5.8 3,706 349 9.4 0 12.1 6.7 
Arizona 12,304 3,951 32.1 1,722 675 39.2 69.1 6.2 36.0 
Arkansas 32,483 12,769 39.3 2,143 820 38.3 66.2 4.7 45.0 
California 192,970 147,468 76.4 30,744 26,426 86.0 100.0 64.8 85.2 
Colorado 31,243 8,626 27.6 3,597 1,324 36.8 25.0 29.6 31.1 
Connecticut 42,728 29,656 69.4 6,035 4,783 79.3 89.1 60.3 78.3 
Delaware 7,208 1,065 14.8 844 185 21.9 16.3 13.8 16.9 

District of Columbia 4 15,369 5,700 37.1 2,485 1,367 55.0 73.9 22.5 37.8 
Florida 50,119 28,090 56.0 4,999 3,107 62.2 72.2 46.8 62.4 
Georgia 57,457 8,204 14.3 4,784 1,035 21.6 14.6 13.9 16.3 

Idaho 13,836 0 0 1,456 0 0 0 0 0 
Illinois 170,508 88,164 51.7 23,272 16,812 72.2 76.1 37.1 63.7 
Indiana 80,720 25,988 32.2 8,904 3,762 42.3 56.2 11.5 37.2 
Iowa 67,923 3,707 5.4 6,207 590 9.5 6.3 4.5 7.1 
Kansas 67,602 16,900 29.5 4,852 1,823 37.6 56.0 5.2 39.0 
Kentucky 47,794 22,414 46.9 4,201 1,999 47.6 77.5 11.5 52.6 
Louisiana 59,901 20,176 33.7 5,407 2,317 42.9 66.5 7.9 37.9 
Maine 26,747 13,514 50.5 2,048 1,235 60.3 69.1 40.2 68.1 
Maryland 39,048 23,600 60.4 4,434 2,735 61.7 73.3 53.4 65.1 
Massachusetts 116,376 76,443 65.7 15,990 12,001 75.1 68.3 64.5 78.8 
Michigan 143,792 68,004 47.3 19,259 11,857 61.6 87.7 25.5 56.4 
Minnesota 86,371 37,649 43.6 8,593 5,132 59.7 41.1 45.2 62.5 
Mississippi 42,440 754 1.8 2,745 124 4.5 1.8 1.7 2.5 
Missouri 77,897 4,248 5.5 8,257 711 8.6 0 9.7 6.4 
Montana 16,544 5,838 35.3 1,881 496 26.4 70.7 3.8 41.6 

Nebraska 39,219 1,731 4.4 3,038 284 9.3 6.0 3.1 5.7 
Nevada 4,135 1,002 24.2 559 174 31.1 58.8 4.0 30.0 
New Hampshire 18,186 1,436 7.9 1,449 196 13.5 18.1 4.4 14.8 

New Jersey 102,550 60,028 58.5 16,334 10,244 62.7 80.0 46.5 70.5 
New Mexico 12,930 7,435 57.5 1,376 806 58.6 100.0 3.6 65.1 
New York 400,997 303,500 75.7 67,684 59,908 88.5 81.1 73.6 86.5 
North Carolina 65,864 2,832 4.3 5,785 396 6.8 0 9.4 4.8 
North Dakota 21,068 7,959 37.8 1,346 559 41.5 75.4 1.8 54.4 
Ohio 175,459 128,359 73.2 20,633 15,565 75.4 87.7 64.1 91.2 
Oklahoma 51,155 1,235 2.4 5,099 149 2.9 0 5.3 2.8 
Oregon 31,388 2,373 7.6 3,516 454 12.9 9.7 5.9 9.0 
Pennsylvania 222,147 146,921 66.1 27,039 18,869 69.8 95.9 46.6 88.2 
Rhode Island 17,753 11,031 62.1 2,226 1,618 72.7 72.9 56.9 71.2 
South Carolina 37,043 1,641 4.4 2,971 187 6.3 1.3 8.2 5.1 
South Dakota 26,823 443 1.7 1,578 69 4.4 0 2.6 2.8 
Tennessee 55,627 8,292 14.9 4,572 1,059 23.2 13.3 16.7 16.9 
Texas 148,007 53,230 36.0 13,931 5,893 42.3 57.4 8.4 41.1 
Utah 19,054 6,288 33.0 1,864 845 45.3 67.3 4.2 44.9 
Vermont 11,021 1,168 10.6 848 113 13.3 10.6 10.6 18.0 
Virginia 58,447 20,504 35.1 5,160 1,938 37.6 68.3 5.9 41.6 
Washington 52,715 20,100 38.1 6,776 3,029 44.7 67.1 21.7 44.8 
West Virg in ia 40,520 18,573 45.8 4,128 2,001 48.5 70.9 4.9 51.3 
Wisconsin 92,011 32,520 35.3 9,181 4,999 54.4 65.6 20.2 49.4 
Wyoming 8,370 335 4.0 839 55 6.6 1.8 6.3 4.7 

1 Estimates of total covered employment and pay rolls prepared j o i n t l y b y 
the Divis ion of Coordinat ion Studies. Bureau of Research and Statistics, 
Social Security Board, and the D i v i s i o n of State and Local Government , 
Bureau of the Census, U . S. Department of Commerce, on basis of data col­
lected by the Bureau of the Census. T o t a l State and local government 
employment and pay rolls estimated b y the D i v i s i o n of State and Local 
Government. Estimates of coverage of school and nonschool employment 
and of permanent full-time employment prepared b y D i v i s i o n of Coordi­
nation Studies, on basis of in format ion collected b y Office of Educat ion and 
by Div is ion of State and Local Government. 

2 Covered b y retirement systems i n actual operation at the end of fiscal 
year 1940-41. Since then, systems have been set u p i n several States and a 
number of cities. O n the basis of in format ion available a t present, i t is esti­
mated t h a t approximately 50 percent of a l l 8tate and local employees were 
covered b y ret irement systems at the end of 1942. 

3 T o t a l represents sum of unrounded amounts. 
4 D a t a on coverage include on ly the teaching staffs, police, and fire depart­

ment employees; other types of governmental employees are covered b y the 
Federal civil-service ret irement system. 



T h e combined covered employment of the 25 
States w i t h the fewest members of ret irement 
systems represented only 6 percent of a l l covered 
employment. 

Type of employee covered.—Retirement systems 
cover a higher proport ion of employment in publ ic 
educational systems—58 percent—than i n non-
school employment as a whole—38 percent. 4 Th i s 
fact does n o t mean, however, t h a t certain occupa­
tions i n the nonschool group, p r i m a r i l y those of 
policemen and firemen, are no t protected as wel l 
as or better t h a n teaching. A l t h o u g h teachers 
have pioneered i n the field of organized ret irement 
for State and local employees, i t has long been 
recognized t h a t publ ic servants i n hazardous occu­
pations should be rewarded for their years of 
service b y a pension. Or ig ina l ly , ret irement pro ­
vision for policemen and firemen was frequently 
i n the f o r m of a concealed pension; this practice 
w i t h respect to policemen and firemen is re lat ive ly 
uncommon today except i n small localities where, 
for example, a policeman past ret irement age 
m a y be kept on the pay ro l l for occasional d u t y at 
school crossings. 

I n the present s tudy i t lias been impossible to 
determine on a Nat ion-wide basis the relative 
number of policemen and firemen who are m e m ­
bers of ret irement systems because of the frequency 
w i t h wh i ch these occupations are covered by sys­
tems inc luding other occupations as we l l . B u t 
inasmuch as systems whi ch l i m i t their membership 
to policemen or firemen, or b o t h , covered 52 per­
cent of the estimated 299,000 employees of police 
and fire departments i n the U n i t e d States, i t is 
probable t h a t the add i t i on of policemen and fire­
men who are members of other types of systems 
would raise this propor t ion above the 58 percent 
found for school employees. 

Nonschool employees other than policemen and 
firemen obviously have m u c h less protect ion. 
A g a i n i t is impossible to determine the exact pro ­
p o r t i o n because of the existence of systems which 
combine policemen and firemen w i t h other em­
ployees. There are, however, approximately 

4 Public education employment includes the personnel of State universities, 
colleges, and normal schools. Clerical and custodial employees of all public 
schools are included also. Practice with respect to which types of school 
employees are eligible for membership in public retirement systems varies 
widely from State to State. A few systems include both school and non-
school employees. T h e number of school employees in such systems has 
been estimated and added to the number who are members of systems limited 
to school employees, to obtain the proportion of public education employment 
which is covered. 

1,636,000 State and local nonschool employees in 
departments other than police and fire. The num­
ber of nonschool employees who are members of 
ret irement systems, excluding those systems which 
are l i m i t e d to employees of police and fire depart-
ments, is s l ight ly less than 580,000. Even if it 
were assumed t h a t this coverage figure did not 
include any policemen or firemen, not more than 
35 percent of the other nonschool employment 
would be covered. 

Alabama, Idaho , Missour i , N o r t h Carolina, 
Oklahoma, and South D a k o t a had no retirement 
systems for school employees in operation in 1940-
4 1 . I n a dozen other States less than one-third 
of such employment was covered. Cal i fornia and 
New Mexico covered all their public education 
employees, and Connecticut, M i c h i g a n , Ohio, and 
Pennsylvania covered almost nine-tenths. 

The coverage of nonschool employment was 
much greater i n New Y o r k than in any other 
State ; three out of every four employees were 
covered. I n Cal i fornia , Massachusetts, and Ohio, 
the proport ion was almost two out of three. Al ­
though al l States except Idaho covered some non-
school employees, 14 States covered fewer than 
one-twentieth. A l l b u t 13 States covered less 
than a t h i r d of the nonschool employees. 

Only 5 States, excluding the 5 which had no 
coverage for school employees, covered a higher 
proport ion of their nonschool than of their school 
employment. I n each of the 6 States which 
ranked highest in over-all coverage, a higher pro­
por t i on of school than of nonschool employees 
were members of ret irement systems. 

On the other hand , the concentration of cover­
age i n a few States is greater for nonschool em­
ployment . New Y o r k alone had approximately 
three-tenths of a l l nonschool covered employment, 
and Cal i fornia , Ohio, and Pennsylvania accounted 
for another three-tenths. These 4 States also had 
the largest numbers of covered school employ­
ment b u t , i n this instance, they comprised only 
four-tenths of the t o t a l . T h e 25 States i n which 
the combined covered employment amounted to 
only 6 percent of the U n i t e d States to ta l had 7 
percent of the school coverage and only 5 percent 
of the nonschool, despite the fact t h a t 5 of them 
had no retirement systems for school employees. 

Nonschool coverage by type and size of govern­
mental unit.-—The relationship of coverage to the 
employing governmental u n i t is obscured by the 



existence of State-administered systems which 
include i n their membership the employees of local 
governments of a l l types and sizes. Systems of 
this k ind were i n existence i n 35 States i n 1940-41, 
but most of them were for school employees. B y 
restricting the present analysis to publ ic employees 
other than school employees, a d i s t r ibut i on of t o t a l 
employment and covered employment by size and 
typo of governmental u n i t can be made for the 36 
States listed i n table 2. The result ing figures 
cannot be considered as representative of the 
United States, however. I n the first place, C a l i ­
fornia, New Y o r k , and Ohio, which rank highest 
in the proport ion of al l employees covered, are 

Table 2.—Covered nonschool employment as percent 
of total nonschool employment, by type and size of 
employing governmental unit, January 1942 

State 1 

A l l 
govern­
mental 
uni ts 2 

State 
govern­
ments 

M u n i c i p a l governments 

Coun­
ties State 1 

A l l 
govern­
mental 
uni ts 2 

State 
govern­
ments 500,000 

or more 3 

100,000-
499,999 

Less 
than 

100,000 4 

Coun­
ties 

Total , 36 States 24.5 27.5 74.2 51.2 13.3 6.2 

Alabama 12.1 0 69.6 21.8 5.9 
Arizona 6.2 0 26.8 0 
Arkansas 4.7 .1 23.3 0 
Colorado 29.6 71.4 19.2 21.5 0 
Connecticut 60.3 94.9 87.7 15.4 0 
Delaware 13.8 12.2 27.3 0 0 
Florida 46.8 96.0 62.2 11.1 0 
Georgia 13.9 ( 5 ) 63.4 6.1 18.1 
Indiana 11.5 4.3 37.4 15.8 0 

Iowa 4.5 0 36.4 8.5 0 
Kansas 5.2 0 37.1 6.5 0 
Kentucky 11.5 0 22.0 28.2 0 
Louisiana 7.9 5.8 24.9 6.1 0 
Maine 40.2 100.0 6.8 0 
Maryland 53.4 59.9 68.3 9.0 0 
Massachusetts 64.5 88.8 84.3 77.8 46.3 36.8 
Michigan 25.5 3.1 76.4 70.9 12.8 0 
Mississippi 1.7 0 5.8 0 

Missouri 9.7 0 28.6 22.2 3.1 0 
Montana 3.8 0 15.5 o 
Nebraska 3.1 0 27.9 1.2 o 
Nevada 4.0 0 14.9 0 
New Mexico 3.6 5.8 0 0 
North Dakota . 1.8 0 3.1 0 
Oklahoma 5.3 0 28.7 8.1 0 
Oregon 5.9 0 37.2 0 .9 
Pennsylvania 46.6 65.9 82.4 46.5 6.3 34.1 

Rhode Island 56.9 74.5 81.2 17.4 
South Dakota 2.6 0 3.9 0 
Tennessee 16.7 .6 45.8 8.9 0 
Texas 8.4 0 45.8 8.7 0 
Vermont 10.6 .9 30.9 0 
Virginia 5.9 .9 25.5 8.0 0 
Washington 21.7 .7 84.6 7.1 0 
West Virg in ia 4.9 2.7 13.4 0 
Wisconsin 20.2 1.2 93.7 7.1 27.4 

1 Excludes 11 States w i t h State-administered retirement systems offering 
membership to employees of local governments of a l l types and sizes; Idaho, 
which has no coverage; and Washington, D . C , for w h i c h an analysis b y size 
of unit would be meaningless. 

2 Tota l nonschool employment includes special districts i n whi ch there 
was no coverage. 

3 Includes 2 cities w i t h populations over 1 m i l l i o n — D e t r o i t w i t h a coverage 
proportion of 76.4 percent and Philadelphia w i t h 83.1 percent. Of the employees 
of cities between 500,000 and 1,000,000 populat ion, 69.3 percent are covered. 

4 Includes townships. 
5 Less than 0.05 percent. 

excluded because their State-administered systems 
for local nonschool employees made comparison 
impossible. 5 On ly 25 percent of a l l nonschool 
employment i n the 36 States was covered; the 
corresponding proport ion for the U n i t e d States 
was 38 percent. Moreover , the very fact t h a t the 
States excluded f r om this analysis have State -
administered systems for local employees m a y 
indicate a more complete coverage for their local 
employees than exists i n the States on wh i ch the 
analysis is based. 

Only 28 percent of the employees of the 36 
State governments were covered b y publ ic re t i re ­
ment systems. I n Connecticut, F lor ida , M a i n e , 
and Massachusetts, however, approximately 90 
percent had protect ion. I n Colorado, M a r y l a n d , 
Pennsylvania, and Rhode Is land , between 60 and 
75 percent were covered. B u t i n the remaining 
28 States, only Delaware covered as m a n y as 12 
percent of i t s State employees, and 15 States 
reported no coverage for this group. I n States 
which have covered only a small proport ion of 
their employees, the systems have frequently been 
l i m i t e d to judges and State police. 

The proport ion of munic ipal employees covered 
i n the 36 States bears a direct relationship to the 
size of c i t y : 74 percent i n cities of 500,000 or 
more, 51 percent i n cities of 100,000-500,000, and 
only 13 percent i n cities of less t h a n 100,000. A 
low proport ion of coverage b y locally administered 
systems is to be expected i n small governmental 
uni ts , where the number of employees m a y be 
too small to p e r m i t the operation of a financially 
sound system. When no State-administered sys­
tem which covers local units exists, a small l o -
ca l i ty occasionally protects i t s employees b y the 
purchase of annuities through pr ivate insurance 
companies—a type of protect ion n o t included i n 
the present study. 

Covered pay roll.—Of the $386.5 m i l l i o n pay r o l l 
for a l l State and local government employees i n 
January 1942, 60 percent was paid to members of 
publ ic ret irement systems (table 1). The rela­
t ive ly h i g h average pay for covered employees— 
$155 i n contrast to $119 per m o n t h for a l l State 
and local government employees—reflects the ex­
clusion f r om m a n y ret irement systems of p a r t -

5 For the same reason, Illinois, Minnesota, New Hampshire, New Jersey, 
North Carolina, South Carolina, Utah , and Wyoming were excluded. Idaho 
was excluded because of the absence of any coverage and Washington, D . C., 
because the present analysis by size of unit would be meaningless. 



time and temporary workers as wel l as the more 
frequent inclusion of the higher-paid publ ic em­
ployees—teachers, policemen, and firemen. 

I n every State b u t Arkansas and M o n t a n a , the 
proport ion of the pay r o l l covered was higher t h a n 
the propor t i on of employment covered. B u t the 
proport ionate differences were m u c h greater for 
the States wh i ch include only a small por t i on of 
the i r government employees i n ret irement systems 
t h a n for those w i t h wider coverage. T h i s results 
f r o m the fact t h a t almost a l l the covered employees 
i n the former group of States are teachers, police­
men, and firemen. I n the 7 States wh i ch covered 
less t h a n 5 percent of their State and local em­
ployees (excluding Idaho w h i c h had no covered 
employment) , the t o t a l covered employment 
amounted to on ly 3.3 percent of a l l employment 
whi le the covered pay r o l l was 5.7 percent of the 
t o t a l pay r o l l . The average m o n t h l y pay of $141 
for covered employees i n these 7 States was 74 
percent higher t h a n the average of $81 for a l l 
employment . I n the 6 States w h i c h covered t w o -
th i rds or more of the i r publ ic employees, the 72 
percent of a l l employees who were covered received 
82 percent of the pay r o l l ; the ir average m o n t h l y 
pay of $165 was 13 percent higher t h a n the average 
of $146 for a l l publ ic employees i n these States. 

Coverage in Relation to Full-Time Permanent 
State and Local Employment 

Membership i n m a n y State and local govern­
m e n t ret i rement systems is restricted to employees 
who are classified as permanent and who w o r k on 
a f u l l - t i m e basis. I n January 1942 there were 
approximate ly 2.7 m i l l i o n such employees i n the 
U n i t e d States. E m p l o y m e n t covered b y systems 
w h i c h were i n operation a t the end of the fiscal 
year 1940-41 represents about 55 percent of th is 
group (table 1). 6 

Ohio led i n the proport ion of permanent f u l l -
t i m e employment covered—91 percent—and Penn­
sylvania followed closely w i t h 88 percent. N o w 
Y o r k and Cal i fornia ranked t h i r d and f o u r t h , 
respectively, w i t h 86 and 85 percent; these are 
the 2 States w h i c h covered the highest proport ion 
of a l l their State and local employees. I n 
Connect icut , M a i n e , M a r y l a n d , Massachusetts, 

6 Several States include some part-time or temporary employees in certain 
systems; 6,160 such employees were omitted from the tabulations on which 
this percentage was computed. A few of the remaining 1,489,664 covered 
employees may be part-time or temporary, but they probably are not suf­
ficiently numerous to affect the analysis. 

N e w Jersey, N e w Mexico , and Rhode Island, at 
least 65 percent of the permanent full-time 
employees were protected. 

E v e n when coverage is related to permanent 
fu l l - t ime employment , a serious lack of protection 
is evident i n m a n y States. Of the 7 which covered 
less than 5 percent of their State and local em­
ployees, on ly 1 covered as m a n y as 6 percent of 
the fu l l - t ime permanent workers. I n a l l , 19 
States provided ret irement protection for less 
than one- th ird of the permanent employees work­
ing f u l l time. 

I n small localities, many departments are 
p a r t l y or who l ly manned by par t - t ime workers; 
large cities, on the other hand, employ most of 
their personnel f u l l t ime . Consequently, the 
exclusion of par t - t ime and temporary workers in 
determining the proport ion of employees who have 
protect ion affects the smaller localities more 
t h a n the large governmental uni ts . Again the 
analysis must be l i m i t e d to nonschool employment 
i n the 36 States shown i n table 2. Whereas the 
coverage proport ion for al l units regardless of 
size i n these States increased from 25 percent, 
when computed on the basis of a l l employment, to 
33 percent when based on permanent full-t ime 
employment only , the proport ion for cities of 
less than 25,000 populat ion more t h a n doubled— 
from 5.9 to 13.2 percent: 

T y p e and size of governmental u n i t 
Percent of 

all nonschool 
employment 

covered 

Percent of 
permanent 

full-time 
nonschool 

employment 
covered 

T o t a l , 36 states 24.5 33.3 

State governments 27.5 32.0 

M u n i c i p a l governments: 
1,000,000 or more 79.5 87.0 
500,000-999,999 69.3 71.8 
100,000-499,999 51.2 56.1 
25,000-99,999 41.8 46.7 
Less t h a n 25,000 5.9 13.2 

Counties 6.2 8.0 

Townships 1 .1 .5 

1 N e w England townships are included w i t h municipal it ies . 

Coverage in Relation to Employment and Pay 
Rolls in Departments Maintaining Retire­
ment Systems 
Almost 1.9 m i l l i o n (57 percent) of a l l State and 

local government employees in January 1942 
were employed by departments which maintained 



retirement systems. 7 Four- f i f ths of them were 
members of ret irement systems. T h a t one-f i fth of 
employment was no t covered, even when there 
was a system available, m a y be accounted for b y 
various factors. Par t - t ime and temporary w o r k -
era and employees who are beyond a specified age 
at the t ime of entering government service or at 
the date of establishment of a system are usually 
not eligible for membership. A ret irement system 
may be designed to cover only a given class of 
workers i n a department—only teachers i n a 
department of education, for instance, or only 
uniformed policemen i n a police department. 
Finally, employees already i n service at the date 
of establishment of the ret irement system are 
usually permitted to decline membership if they 
desire. 

The departments which mainta in ret irement 
systems pay considerably higher salaries than do 
State and local governments as a w h o l e — $ 1 4 6 per 
month in January 1 9 4 2 i n contrast to $ 1 1 9 . A n 
even greater contrast is apparent between the 
average salary of employees who are members of 
retirement systems and t h a t of their fellow workers 
in the same, department. The covered employees 
averaged $ 1 5 5 in January 1 9 4 2 and the noncovered 
employees, $ 1 1 2 . The difference i l lustrates the 
effect of the exclusion f rom membership i n most 
systems of par t - t ime workers and of such occupa­
tions as clerk and jan i t o r in many of the systems 
maintained by education, police, and fire depart­
ments. 

Type of employee and type and size of governmen­
tal unit.—Retirement Systems maintained by fire 
departments covered 9 8 percent of al l employ­
ment in the department—a higher proport ion than 
in systems for other types of employees. A l ­
though p a r t - t i m e and temporary workers and the 
clerical help of fire departments are frequently 
excluded f rom membership i n the ret irement sys­
tems, the proport ion of such employees is probably 
very low in fire departments. 8 The same s i tuat ion 
holds for police departments, a l though the la t ter 
have more desk workers ; the police departments 
w i t h retirement systems covered 9 3 percent of 
their employees. Systems covering b o t h police 

7For State-administered systems which cover local school employees, for 
example, "employment in the department" represents total school employ­
ment in all localities which are included in the State-administered system. 

8Systems which cover only volunteer firemen and usually pay only service-
connected disability or death benefits are not included in this survey. How­
ever, a few retirement systems covering both volunteer and paid members of 
the fire department (representing 612 members) are included. 

and fire departments gave protect ion to 89 percent 
of the departmental employees. School depart ­
ments which maintained or part ic ipated i n re t i re ­
ment systems for school employees covered 82 
percent. 

The systems covering general employees have 
been classified i n t o three types for this s tudy : 
those which cover al l classes of employees; those 
which cover a l l classes except school; and those 
which cover a l l classes except school, police, and 
fire department employees. 

Of these three types, the type which includes 
school employees, policemen, and firemen covered 
the highest proport ion of the department—78 
percent—and the type which excludes these three 
classes of employees, the lowest—73 percent. 
Apparent ly , however, this difference is due no t so 
much to the type of employees included as to the 
type and size of governmental units wh i ch m a i n ­
ta in such systems. A t a given governmental 
level, there is no consistent relationship i n the 
proport ion of coverage under these three classi­
fications. 

I n general, noncontr ibutory systems covered a 
higher proport ion of the t o t a l employment of the 
d e p a r t m e n t—9 1 percent—than d i d contr ibutory 
systems—80 percent. T h e exceptions were sys­
tems for fire department employees and for the 
" o t h e r " group (public service employees, judges, 
and the l ike ) . 

Characteristics of Retirement Systems and of 
Covered Employment 

Contributory—noncontributory.—Of the 1,753 r e ­
t i rement systems operating i n the fiscal year 
1 9 4 0 - 4 1 for State and local government employ­
ees, almost 4 0 0 , or 22 percent had contr ibutions 
f rom the government on ly (table 3) . These are 
small systems, however, and account for less t h a n 
5 percent of the t o t a l covered employment i n J a n ­
uary 1 9 4 2 . Some of the noncontr ibutory systems 
arc closed to new membership as a result of a su­
perseding contr ibutory system; m a n y have no for ­
m a l organization b u t merely represent the current 
payment b y the government of pensions to selected 
former employees or their survivors. 

Policemen and firemen who were covered b y 
separate systems or who were combined i n a single 
system and employees classified as o t h e r " (pre­
dominant ly judges i n noncontr ibutory systems) 
formed a higher proport ion of the membership of 



noncontr ibutory systems t h a n of c o n t r i b u t o r y 
whi le school employees const i tuted a smaller 
proport ion . 

S t r i k i n g differences between contr ibutory and 
noncontr ibutory systems show up i n the distribus­
tions b y type and size of governmental unit. 

T a b l e 3 . — N u m b e r of State and local government retirement systems and number of covered employees, by type 
of employee covered and by administering governmental unit, January 1942 

Admin i s te r ing governmental u n i t T o t a l 

T y p e of employee covered 

Admin i s te r ing governmental u n i t T o t a l 

General systems 
School 
dept . 
em­

ployees 
on ly 

Police 
dept . 
em­

ployees 
on ly 

Fire 
dept . 
em­

ployees 
on ly 

Police 
and fire 

dept . 
employees 

i n 
combined 
systems 

Other 
types 

of 
em­

ployees 

Admin i s te r ing governmental u n i t T o t a l 
I n c l u d i n g 

school, 
police, 

and fire 
depts. 

I n c l u d i n g 
police and 

fire b u t 
not school 

depts. 

Exc luding 
school, 
police, 

and fire 
depts. 

School 
dept . 
em­

ployees 
on ly 

Police 
dept . 
em­

ployees 
on ly 

Fire 
dept . 
em­

ployees 
on ly 

Police 
and fire 

dept . 
employees 

i n 
combined 
systems 

Other 
types 

of 
em­

ployees 

N u m b e r of systems 

T o t a l : 1 1,753 10 101 96 112 529 2 560 228 117 
Contributory 1,360 9 93 86 81 417 413 212 49 

N o n c o n t r i b u t o r y 393 1 8 10 31 112 147 16 68 
State: 

For State employees only 65 1 6 3 5 13 0 0 37 
C o n t r i b u t o r y 23 1 3 3 0 10 0 0 6 
N o n c o n t r i b u t o r y 42 0 3 0 5 3 0 0 31 

For local employees on ly 7 l 0 1 1 0 3 0 1 
Contributory 7 1 0 1 1 0 3 0 1 

N o n c o n t r i b u t o r y 0 0 0 0 0 0 0 0 0 
For State and local employees 45 0 3 1 31 3 0 0 4 

C o n t r i b u t o r y 37 0 3 1 29 3 0 0 1 
N o n c o n t r i b u t o r y 8 0 0 0 5 0 0 0 3 

M u n i c i p a l i t y : 
1,000,000 or more 37 0 0 6 8 6 5 1 11 

Contributory 30 0 0 5 6 5 4 1 9 
Noncontributory 7 0 0 1 2 1 1 0 2 

500,000-999,999 26 3 0 4 3 7 8 1 0 
Contributory 18 3 0 2 2 5 5 1 0 
Noncontributory 8 0 0 2 1 2 3 0 0 

100,000-499,999 227 2 9 22 26 60 63 17 28 
Contributory 154 2 8 19 18 39 45 15 8 
Noncontributory 73 0 1 3 8 21 18 2 20 

Less t h a n 100,000 3 1,283 3 66 44 27 428 2 481 299 25 
Contributory 1,037 2 62 42 20 343 356 195 17 
Noncontributory 246 1 4 2 7 85 125 14 8 
C o u n t y 63 0 17 15 8 12 0 0 11 

C o n t r i b u t o r y 54 0 17 13 5 12 0 0 7 
Noncontributory 9 0 0 2 3 0 0 0 4 

N u m b e r of employees covered by systems 

T o t a l 1,494,714 55,580 225,529 290,701 740,781 73,850 4 51,995 30,689 25,580 
Contributory 1,427,080 54,945 266,932 284,619 716,131 67,968 45,695 28,454 22,336 
Noncontributory 67,634 635 18,597 6,082 24,650 5,891 6,300 2,235 3,244 

State: 
For State employees only 109,906 4,019 55,326 41,647 1,405 3,552 0 0 3,897 
Contributory 90,929 4,019 38,854 41,647 0 3,335 0 0 3,074 
Noncontributory 18,977 0 16,472 0 1,465 217 0 0 823 

For local employees o n l y 9,441 6,650 0 1,550 323 0 589 0 329 
Contributory 9,441 6,650 0 1,550 323 0 589 0 329 
Noncontributory 0 0 0 0 0 0 0 0 0 
For State and local employees 814,907 0 137,023 55,200 619,085 3,216 0 0 383 

C o n t r i b u t o r y 798,776 0 137,023 55,200 619,085 3,216 0 0 242 
Noncontributory 16,131 0 0 0 15,990 0 0 0 141 
M u n i c i p a l i t y : 

1,000,000 or more 271,727 0 0 120,920 79,209 33,493 17,976 4,172 15,957 
Contributory 271,370 0 0 120,920 78,852 33,493 17,976 4,172 15,957 
Noncontributory 357 0 0 0 357 0 0 0 0 

500,000-999,999 64,024 37.937 0 7,578 5,830 6,158 4,051 2,470 0 
Contributory 64,024 37,937 0 7,578 5,830 6,158 4,051 2,470 0 

N o n c o n t r i b u t o r y 0 0 0 0 0 0 0 0 0 
100,000-499,999 113,323 5.977 9,820 31,272 25,136 14,927 14,912 9,602 1,677 

Contributory 96,763 5,977 8,820 27,176 21,221 11,464 13,119 8,383 603 
N o n c o n t r i b u t o r y 16,560 0 1,000 4,096 3,915 3,463 1,793 1,219 1,074 

Less t h a n 100,000 3 70,504 997 12.298 9,192 6,591 11,323 4 14,467 14,415 1,191 
Contributory 58,503 362 11,173 8,392 5,131 9,112 9,960 13,429 941 
Noncontributory 12,001 635 1,125 800 1,457 2,211 4,507 1,016 250 
C o u n t y 40,882 0 11,062 23,312 3,142 1,190 0 0 2,146 

C o n t r i b u t o r y 37,274 0 11,062 22,156 1,676 1,190 0 0 1,190 
N o n c o n t r i b u t o r y 3,608 0 0 1,186 1,466 0 0 0 956 

1 Includes 59 noncontr ibutory systems which are pay ing benefits b u t w h i c h 
do not cover any active employees. 

2 Includes 38 systems i n w h i c h volunteer as w e l l as pa id members of the 
fire department are covered; 33 are cont r ibutory systems; 5, noncontr ibutory . 

3 Includes townships. 
4 Includes 612 firemen who are members of systems which cover volunteers 

as wel l as paid members of the fire department ; 548 are i n contr ibutory 
systems, 64 in noncontr ibutory . 



Eleven percent of the noncontr ibutory systems b u t 
only 1.7 percent of the contr ibutory were State-
administered for State employees o n ly ; systems of 
this type accounted for 2 8 percent of the employ­
ment covered by noncontr ibutory systems b u t 
only 6 .4 percent of the employment covered b y 
contributory systems. Members of State -admin-
istered systems which cover b o t h State and local 
employment made up 5 7 percent of the members 
of all contr ibutory systems b u t only 2 4 percent of 
the employees covered by noncontr ibutory sys­
tems. Of the employees covered by noncontr ibu ­
tory systems, less than 1 percent were i n systems 
maintained by cities of 5 0 0 , 0 0 0 or more popula­
tion but 4 2 percent were in cities of less than 5 0 0 , -
000 . I n contrast, 2 4 percent of the membership 
of contr ibutory systems was i n cities of 5 0 0 , 0 0 0 or 
more and only 1 1 percent in cities of less than 
5 0 0 , 0 0 0 . 

Type of employee covered and type and size of 
governmental unit.—One out of every two covered 
employees belonged to a State-administered sys­
tem which includes bo th State and local employees. 
The membership of al l State-administered systems, 
including those designed for State employees only 
or for local employees only , amounted to 6 3 percent 
of the t o ta l covered employment. Membership 
in systems administered by cities w i t h populations 
of more than a m i l l i o n accounted for another 1 8 
percent. Thus , as few as 1 5 4 systems, or one-
tenth of a l l systems for State and local govern­
ment employees, contained more than four-f i f ths 
of all covered employees. 

H a l f of a l l covered employment was publ ic 
school employment covered by school department 
systems. General systems which exclude teachers, 
policemen, and firemen comprised 1 9 percent of the 
coverage, and those wh i ch include policemen and 
firemen b u t not teachers accounted for 1 5 percent. 
Systems for police and fire department employees 
contained only 1 0 percent of the t o t a l membership ; 
those systems are numerous, however, par t i cu lar ly 
in small localities. Three- fourths of the 1 ,753 
systems included i n this study covered on ly 
police and/or fire employees; of these, 8 5 percent 
were in cities w i t h populations of less t h a n 
1 0 0 , 0 0 0 . 

The membership of 5 3 contr ibutory retirement 
systems accounted for three-fourths of a l l State 
and local employment covered by retirement 
systems. Of these systems, 2 9 are State-adminis­

tered for State and local school employees. The i r 
membership alone—which averaged 2 1 , 0 0 0 per 
system—constituted four-tenths of covered em­
ployment . The remaining 2 4 systems comprise 
6 systems for general State employees; 4 State-
administered systems for general State and local 
employees; 5 general systems and 6 school systems 
administered by cities of more t h a n a m i l l i o n popu­
l a t i o n ; and 3 general systems administered b y 
cities of 5 0 0 , 0 0 0 to a m i l l i o n populat ion. 

Relationship between type of employee covered 
and type and size of governmental unit.—Of the 
members of school employee systems, 8 3 percent 
belonged to State-administered systems for State 
and local employees; 1 1 percent were i n systems 
administered b y cities of more t h a n a m i l l i o n ; 
while only 6 percent were included i n governmen­
ta l units of al l other types and sizes. 

Systems for policemen and firemen, on the other 
hand, are overwhelmingly local i n their adminis­
t r a t i o n . A l l b u t 5 percent of the members of 
police and fire systems were under local adminis­
t r a t i o n , and one-fourth were i n systems a d m i n ­
istered b y cities w i t h loss t h a n 1 0 0 , 0 0 0 populat ion. 
On the plea of the special risks of these occupations, 
policemen and firemen were protected early i n the 
history of public ret irement systems; their exist­
ing local ret irement plans are frequently m a i n ­
tained even when other types of employees i n the 
same c i ty j o i n a State-administered system. 

Approx imate ly three-fifths of the members of 
systems whi ch cover al l types of employees except 
teachers were i n State-administered systems for 
State and local employees. M o r e t h a n two - th i rds 
of a l l members of general systems w h i c h include 
teachers, police, and firemen were concentrated 
i n the cities w i t h populations between 5 0 0 , 0 0 0 
and a m i l l i o n . 

A n examination of the type of employee covered 
b y systems administered a t the various govern­
mental levels reveals t h a t more t h a n nine-tenths of 
the members covered by State-administered sys­
tems for State employees only were i n systems 
classified as general. General systems also ac­
counted for almost nine-tenths of the coverage 
under State-administered systems for local 
employees only . A t the level of State administra ­
t i on for State and local employees, three-fourths of 
the covered employees were i n school department 
systems and practical ly a l l the others were i n 
general systems. 



Of the members of ret irement systems adminis ­
tered by the cities of more t h a n a m i l l i o n , nearly 
ha l f were in general systems w h i c h exclude teachers, 
policemen, and firemen; three-tenths were i n 
systems for public school employees; and one-fifth 
were i n police and fire department systems. 

Membership i n systems administered by cities 
between 5 0 0 , 0 0 0 and a m i l l i o n is concentrated i n 
general systems; 5 9 percent of the coverage was 
i n general systems w h i c h include school, police, 
and fire department employees, and 1 2 percent was 
i n general systems w h i c h exclude these occupa­
tions. General systems predominate at the county 
level of adminis trat ion also, w i t h a membership 
representing 8 4 percent of a l l county systems. 
A t the levels of local admin is t rat i on for employees 
i n cities of less than 5 0 0 , 0 0 0 populat ion , police 
and fire department systems gain i n importance. 
M o r e than one-third of the members of systems 
i n cities of 1 0 0 , 0 0 0 - 5 0 0 , 0 0 0 populat ion and wel l 
over hal f of the employees covered by cities under 
1 0 0 , 0 0 0 were i n systems w h i c h l i m i t their member­
ship to employees of police departments, of fire 
departments, or bo th . 

Members Leaving Systems and Receiving 
Refunds 

D u r i n g 1 9 4 0 - 4 1 , more t h a n 8 2 , 0 0 0 former m e m ­
bers of State and local c ont r ibutory ret irement 
systems w i t h d r e w their contr ibut ions on leaving 
the systems (table 4 ) . The present s tudy pro ­
vides no measure of the loss of coverage under 
noncontr ibutory systems. E v e n for c o n t r i b u ­
t o r y systems, the number receiving a refund of 
contr ibut ions represents an underestimate of 
the number who lost their ret i rement protect ion 
inasmuch as a few systems do not provide for 
refunds and others do n o t make refunds to em­
ployees who are discharged w i t h prejudice or who 
have contr ibuted for less than a stated number of 
years. M a n y of the systems w h i c h make refunds 
provide for redeposit of contr ibut ions i f the i n d i ­
v i d u a l reenters the system. 

Three-f i fths of the persons w i t h d r a w i n g their 
contr ibut ions were leaving State-administered 
systems covering State and local employees; a l ­
most another fifth w i t h d r e w f rom other State 
systems. The most frequent wi thdrawals by 
type of employee were f r om general systems—53 
percent of a l l w i thdrawals—and f rom school 
systems—43 percent. 

T a b l e 4 . — - S t a t e and local government employees receiv­
ing refunds of contributions on withdrawal from con­
tributory retirement systems during fiscal year 1940-
41, by type of employee covered and by administering 
governmental unit 

Adminis ter ing govern­
mental u n i t 

T o t a l 
N u m b e r receiving refunds as per­

cent of covered employment 
in January 1942 in contributory 
systems for— 

Adminis ter ing govern­
mental u n i t 

N u m ­
ber 

As per­
cent of 
cover­
age i n 
Janu­

ary 1942 

Gener­
al em­
ploy­

ees 

School 
dept . 
em­

ploy­
ees 

Police 
and 
fire 

dept . 
employ­

ees 

Other 
types 
of em­
ploy­
ees 

T o t a l : 
N u m b e r 82,449 43,913 35,279 783 2,474 As percent of cover­

age in January 1942 5.8 8.0 4.9 .6 11.1 State: 
For State employees 

on ly 14,135 15.5 16.1 1.2 16.2 For local employees 
on ly 879 9.3 10.1 5.9 .8 7.3 

For State and local 
employees 49,463 6.2 8.0 5.6 3.7 1.7 M u n i c i p a l i t y : 

1,000,000 or more 4,631 1.7 1.6 .9 .2 11.9 
500,000-999,999 3,130 4.9 6.0 1.5 2.4 
100,000-400,000 3,075 3.2 6.2 2.2 .1 0 
Less than 100,000 1,623 2.8 6.6 2.3 .5 2.7 

C o u n t y 5,513 14.8 16.3 .7 3.4 4.5 

1 Includes townships. 

The impact of withdrawals can best be meas­
ured by the number of refunds as a percent of 
the membership of the contr ibutory systems. 
T h e number of persons leaving the systems and 
receiving refunds in 1 9 4 0 - 4 1 equaled almost 6 per­
cent of the membership of the contr ibutory sys­
tems i n January 1 9 4 2 . The rate of withdrawal 
was g r e a t e s t — 1 1 p e r c e n t — f o r employees classi­
fied as " o t h e r , " ma in ly employees of public serv-
ice enterprises i n this instance. General systems 
refunded contr ibut ions to 8 percent of their mem­
bership; the turn-over rate of general systems was 
part i cu lar ly g r e a t — 1 0 percent—in State-adminis­
tered systems for State employees only . I n 6 of 
the 2 1 States w i t h contr ibutory systems for State 
employees only , wi thdrawals ranged f rom 1 7 to 
2 3 percent of the active membership. These 
6 States contained 7 4 percent of a l l membership 
of c ontr ibutory systems for State employees and 
8 9 percent of the wi thdrawals f rom such systems. 
The States and the proport ion w i t h d r a w i n g are: 
Colorado, 1 9 percent; Connecticut, 2 3 percent; 
Minnesota and New Y o r k , 1 7 percent; Pennsyl­
vania , 1 8 percent; and Rhode Is land, 1 9 percent. 
A n y loss i n membership w h i c h resulted f rom the 
transfer of employees of State employment serv­
ices to the Federal service in January 1 9 4 2 is 
not , of course, measured by the data on w i t h ­
drawals d u r i n g the fiscal year 1 9 4 0 - 4 1 . 



School employees, generally considered a rela­
tively stable group, w i thdrew at a rate of 5 percent. 
Less than 1 percent of a l l members of c on t r ibutory 
police and fire department systems received re ­
funds. There are two possible explanations for 
this low rate. The employment opportunit ies 
may not have been so great i n 1940-41 as to 
induce policemen and firemen, w i t h their re lat ive ly 
high salaries, to leave public employment. M o r e ­
over, the early retirement age usual i n systems for 
policemen and firemen makes i t possible for them 
to draw ret irement benefits whi le s t i l l y oung 
enough to enter the labor m a r k e t ; at the present 
time, the early retirement of policemen and fire­
men represents a serious problem of local govern­
ment. 

Summary of Coverage and Benefits 
Although a detailed discussion of benefits is not 

within the scope of the present analysis, summary 
data comparing distr ibutions of the number of 
beneficiaries and the amount of benefit payments 
to distr ibutions of active membership w i l l serve to 
round out the picture of coverage. 

Beneficiaries of State and local ret irement sys­
tems numbered 158,000 and received $11.4 m i l l i o n 
in the last m o n t h of the fiscal year 1940-41. 9 I n 
the U n i t e d States as a whole, m o n t h l y benefit pay­
ments, excluding refunds to members leaving the 
system and lump-sum death payments, averaged 
$72 per recipient. 

The 4 States which contained almost half the 
members of State and local government ret irement 
systems—New Y o r k , Cal i fornia , Ohio, and Penn­
sylvania—had a corresponding proport ion of the 
beneficiaries. They paid somewhat more than 
half the t o t a l amount of m o n t h l y benefits, i n d i ­
cating on average payment above t h a t for the 
country as a whole. The 25 States which ac­
counted for only 5.6 percent of the coverage had 
5.2 percent of the beneficiaries; their average 
monthly benefit payments constituted only 4.3 
percent of the t o ta l . T h e concentration of bene­
ficiaries and payments in certain States reflects 
the m a t u r i t y of the systems of these States as well 
as the extent of coverage. I l l ino is , for instance, 
had 12 percent of al l beneficiaries b u t only 5.9 
percent of a l l members of ret irement systems. 

9 Each retirement system reported data on beneficiaries with respect to the 
last month of the system's fiscal year ended in 1941; the majority of the reports 
relate to June. 

T h e relat ive m a t u r i t y of noncontr ibutory sys­
tems accounts for a higher proport ion of bene­
ficiaries and benefit payments (6.6 and 6.2 per­
cent) than of covered employment (4.5 percent) . 
Moreover, the in t roduc t i on of a contr ibutory sys­
tem frequently has closed the membership of an 
earlier noncontr ibutory system, w i t h the result 
t h a t a number of the noncontr ibutory systems are 
s t i l l paying benefits b u t have no current coverage. 

Only 32 percent of a l l beneficiaries were on the 
rolls of State-administered systems w h i c h cover 
bo th State and local employees, although these 
systems included 55 percent of the t o ta l coverage. 
Their t o t a l benefit payments were re lat ive ly low, 
representing only 26 percent of a l l m o n t h l y pay ­
ments. O n the other hand, systems administered 
by cities of more than a m i l l i o n populat ion , w h i c h 
claimed only 18 percent of the coverage, were pay ­
ing 39 percent of a l l m o n t h l y benefits to 32 percent 
of a l l beneficiaries. 

Police and fire department systems contained a 
muc h larger share of beneficiaries (35 percent) 
and of benefit payments (39 percent) than of cov­
ered employment (10 percent). T h e opposite s i t u ­
ation is found for school systems and for general 
systems. School systems, w i t h 50 percent of a l l 
members of State and local ret irement systems, 
had only 35 percent of the benefits and 36 percent 
of the beneficiaries. Systems covering general em­
ployees accounted for 38 percent of the member­
ship b u t for only 23 percent of the benefits and 
26 percent of the beneficiaries. P a r t i a l explana­
t i o n of these differences, which are associated w i t h 
the type of employee covered, lies i n the relat ively 
early ret irement age for policemen and firemen 
and i n the frequent provision for m o n t h l y benefits 
to the survivors of policemen and firemen who die 
before or after ret i rement ; m o n t h l y benefits to 
survivors are relat ively uncommon i n systems cov­
ering other classes of employees. 

H a l f of a l l beneficiaries and benefit payments of 
State and local retirement systems i n the last 
m o n t h of the fiscal year 1940-41 were concen­
trated i n the 53 ret irement systems which ac­
counted for three-fourths of a l l coverage. T h i s 
lower representation on the benefit r o l l as com­
pared w i t h the active pay ro l l reflects the fact t h a t 
these 53 systems are predominant ly for school and 
general employees and a number of the largest 
systems are relat ively young. 


