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MEMORANDUM FOR: Director of Central Intelligence %“gq;s_g(pj{wg
THROUCH : Deputy Director for Support

Bxecutive Director=-Comptroller

SURJECT : Specisl Report on the CIA Retirvement FPollcy

1. This report 1ls for your information. It also requests your approval
in paragreph G to proceed with genersl end specific studles alresdy underwey
andl peeks eny guidente you mey consider appropriete.

"« By way of beckground, my baslc concern reletes to the Agency retire-
ment policy whieh since 1955 has "expected” sll employees to retire as soon
as they become eligible to do so without e penalty reductlion 1n their annuilty.
Until receuntly this policy meant retirement at aze 60 with 30 or more years
of pervice or at asge 62 with less than 30 but more then five yesrs of service.
The Civil Service Retirement Act was amended in 19066, howvever, to peruit em-
ployees to retire optionally without penelty at age co if they had st least
“0 years of service. Agency policy was thereupon revised to estgblish age 60
as the "expected” retircment ege for all employeee having PO or more years of
service. For those with lses then 20 years of aervice expected retirement age
wag established st 6. During this eight-year period, the CIA Retirement Sys-
tem wee belng developed. As finally enscted in 1965 it has s mendatory retire-
ment mre of 60 (excepting G5-18's). The system is similer to the Civil Service
Retirement System with the msjor exception of a 2.75% higher multiplier of high-
five-year selery in the computetion of ennulties. The system 1s only availsble
to personnel vhose caycers are deeply involved in foreigm intelligence opera-
tione.

3. Historically, Agency records reflect that the "expected” early retire-
ment polley was adopted because of long-range concern and conviction that the
Clendestine Services could not be effectlively manned with & substantiel uumber
of employees over age €0 and becsuse there ves & pronounced age hump in ite
populetion. The pollicy wes made Agency-wide for the eske of uniforuity of
policy. There is no record of discussions as to the need for or the ultimste
impact of 8 single pallcy sppliceble to all elements of the Agency and all
levels and fields of smployument. In the absence of questious belng raised on
this point at the time the CIA Retirement System vas euthorlzed, it can be
assumed thaet esrly retireusent (mge 60) wes generslly thought to be in the best
interests of the Agency in its entirety.

L4, My exposure to the workings of the "expected” retirewent policy and
of the CIA Retirement System, together with my sensing of employee attlifudes
and morsle, has graduaslly brought into focus & series of questions, challenges,
and imbalences vhich sppeer to cell for intensive sgiudy leading to reaffirme-
tion or modification ef the basic policy or at leest significent changes in
Asency prectices and employee benefits. T have identified the items listed
velow Tor intensive study:
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ag to enforceablility. To the extent that employees sre reluctantly
coaplying under duresa or through nisunderstanding, it is discrimi-
netory and inequitable. I have been told the Agency will not enforce
the retirement policy, dbut employees do not know this. At the sanme
time, the numher of extensions in service of employees who do not wish
to retire i growing rapidly. It seems inevitable that the effective-
negs of the poligy will deteriorate rapidly. At the very least, the
policy willi become known as being one merely of suasion with the option
o1 compliance vested in the individusl.

b. Resistance to and resentment of an age 60 retirement volicy
applied on an Agency-wide basis appears to be mounting rapidly. In the
absence of legal and regulatory clarification or the provision of com-
pensatory benefita, the Agency must expect ite policy to be challenged
in the courts and to be proteated to members of the Congress. The
Agency must be prepared to regpond to inguliries.

c¢. The policy 1s fundamentally unfalr to all employees to whom it
wa8 not & Known and accepted condition of employment gt the time of
original employuent. There appears to be & sirong case {or compeneatory
paymentes to employees vho comply with Agency policy. I have a tentative
propogal for such payments which I believe is politicelly feasible and
vhich I believe would not require legislation. This might provide sui~-
ficient incentive to support the policy on & voluntary acceptance bagls
and thereby compensate for the unenforceability of the policy if such is
the caae.

d. The practice of reemploying annultants or extendling employeea in
service 1g reported to be generating resentment and poor morale. This
could be partieularly divisive and dangerous since most reemployed
annultante and some of those extended in service have been relatively
senlor officers believed by the little fellow 40 e 1in a position to
"engineer’ their retention in employment or reemployuent.

€. There is voiced doubt among numerous senlor Agency ofi'lelasls
that an all-employee age 60 retirement pollcy is in the best interests
of' the Agency. They point out that the eatabliehment of the CIA Retire-
ment Bystem satisfled the original objectives of the policy and are
calling for a resssessment of the need for and effect of the policy and
ite posaible modification.

£+ Current compensation practices for reemployed annultants are in
many cases resulting in an smployment status that ls financlelly more
remunerative than that held before retirement. (I discovered this fact
only recently and have evolved new compensation concepts to avoid this.
They will be presented for approval prompily.) I mention thia as being
s posaibly contra-productive influence affecting the retirement policy.

g. The extension in service of participants in the CIA Retirement
Systen (vwhich provides a more favorable annuity primarily in considera-
tion for a short carecer span) seems contrary to the apirit and intent of
the law and Congress. In at lesst some such cages I dbelleve the indi-
vidusl should be returned to the Clvil Bervice Retirenment Byetem prior
to retivement as a requisite to reemployment; otherwvise he would appear
to be receiving an unvarranted premfium in his ultimete annuity compubta-~
tion. The same reasoning applies to & lesser degree vhere post-retire-
ment contractual employment 1s contemplated. It ig reported that quite
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5. The preceding items are to varying degrees currently being studied
by myself, my stafl offlicers, the CIA Retirement Board, and by a senlor
of flcer of the Intelligence Directorate. Although I assume primary respon-
8ibility for all aspects of these mattere, I belleve the 1lssues involved
varrant highest level Agency pollicy conaideration in view of thelr impact
unon Agency morale, staffing plans, legal suthorities, and Congressional
relationships. I also belleve there 1g a high degree of urgeancy in the
pregent situation. I there are to be any modifications in Agency retlre-
ment policy or in itse spplication, 1t is highly desirable to do so gulckly
in the {ace of the rapld growth in the number of impending retirements.
Accordingly, I belleve them to be beyond the purview of the CIA Retirement
Board ag it ie presently constltuted.

6. In view of the extreme importance of these issues to the Agency and
its euployees and thelr possibly varying impact on the geveral Directorates,
it 18 suggested that you may wish to appoint a very senior Task Force whose
individual menbers are directly representative oi' the Deputy Directorsand
appropriate penlor Agency staff officere to gulde the overall study and
conglder the wvarious proposals which will be developed. In any event, your
approval to proceed with situdlies on the issues raeiesed 1s requested together
with any guldance you mey consldsr supropriate,

Emmett D. Echole
Director of Persgonnel

The recommendation contained in paragraph 6 is approved.
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Richard Helus Tates
Director of Central Intelligence

As you kngg, DCI has
approved of this problem

Digtribution: being reviewed by the
0 - Return to D/Pers Deputies, Gen, Counsel,
)l - DDCI and [. G, /s/LKW
A ~ ER 18 Nov 67
2 - ID/s
1 - D/Pers

1 - G/BSD/OP (w/held)
OD/Pers/EDEchols:hc (25 Oct 67)
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| Whie  we can expect retirement complaints ¢ gacd-
lezs of the policy t conld well be that we hav
néguities in our syst2m and we should accor lingly
provide some balance against thesc incquitic:
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OFFICIAL ROUTING SLIP

"Wouldn't the SEG be a good forum in
which to develop recommendations to Director
on this?"
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