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Reserve Retirement—
[ lluminating Some Gray Areas

The U.S. Army’s increasing reliance upon reserve
component soldiers demands a review of the reserve
retirement system. Today, soldiersin the activeforcewho
complete 20 years or more of service and choosetoretire
beginto draw their retirement pay immediately, regardless
of age. However, soldierswho complete at |east 20 years
of duty asan Army reservist (in the Army National Guard
or Army Reserve) must wait until age 60 to receivetheir
retirement pay. Asaresult, many reserve soldierscomplete
therequired time in service but are forced to wait many
years before they collect a single dollar of their Army
retirement income. These soldiersareknown as*gray area
retirees.” This system, in effect since the end of World
War 11, needsreform.

Who'sAffected?

As of July 2002, there are approximately 242,000
members of the Army Retired Reserve who do not receive
retired pay but will be entitled to retired pay at age 60.*
These soldiers are all “gray area retirees’” who receive
some of the benefits availableto active duty retirees, but are
still required to wait until age 60 to draw retirement pay.

Why IsReform Needed?

The current reserve retirement system was based on
theideathat most reserve soldierswould be called to active
duty only inthe event of aglobal war with the Soviet Union.
Therefore, their predominantly part-time service did not
warrant the same benefits as soldierswho served on active
duty. Thereserve retirement system, established in 1948
as Title Il of the Army and Air Force Vitalization and
Retirement Act, resulted from the recognition that the
United States must maintain alarge, well trained, ready-
to-fight reserveforcethat could be rapidly mobilized inthe

event of alarge-scalewar. A retirement pay incentive was
considered necessary to build and maintain the planned
reserve component manpower structure.

Today, although many of the fundamental assumptions
that underlie the current reserve retirement system have
changed, the system remainslargely the same aswhen it
was established in the 1940s. The past decade haswitnessed
anincreasing use of reserve component soldiersto support
Army operations during times of peace and war. During
Operation Desert Storm, 265,000 reservistswere called
up for activeduty service. Throughout the 1990s, thousands
morewere called up to support U.S. Army missionsaround
theworld, including long-term duty in Bosnia, Kosovo and
other peace operations. All told, to date more than 48,000
Army reservists have served in the Balkans.? Sincethe
11 September 2001 attacks on the United States, the Army
has called up thousands of reserviststo support homeland
security and overseas operations. Asof 24 July 2002, more
than 34,000 Army National Guard and Army Reserve
soldiers were serving on active duty to support the war
effort.> More than ever before, reserve component soldiers
are being called to active duty for long periods and are
being asked to serve for months at atime far away from
home. As Representative Jim Saxton (R-NJ) recently
pointed out, “ The agelimit for the reserve componentswas
set decades ago when the reserves were not relied upon
the way they are today.”*

This trend reflects a larger shift in the relationship
between the active component Army and the reserve
components. During the Cold War, a large active
component force was able to accomplish its peacetime
missions without large-scale support from the reserve
forces. Asaresult, reserve forces were seen as necessary
only to support aglobal war with the Soviet Union or large

e ILW, visit our website at www.ausa.org.

DEFENSE REPORT is published by the Association of the United States Army’s I nstitute of Land Warfare (ILW). The series
is designed to provide information on topics that will stimulate professional discussion and further public understanding of the
Army’srolein national defense. Questions regarding the DEFENSE REPORT should be directed to: AUSA’s Institute of Land
Warfare (Attn: DEFENSE REPORT), 2425 Wilson Boulevard, Arlington VA 22201. For more information about AUSA and

August 2002/DR 02-5



regional conflicts such as the Korean War and the Gulf
War. However, the steady reductioninthe size of the active
duty force throughout the 1990s and a corresponding
increase in overseas deployments forced the Army to
increasingly rely upon reserve component soldiersto help
accomplish its peacetime missions. Today, the demands of
homeland security and the war on terrorism have
accelerated thistrend. Inthefuture, largeincreasesin Army
manpower appear unlikely. Therefore, it isprobable that
theArmy will increasingly depend on the reserve component
to support its operations at home and abroad. Asaresult,
the Cold War-eraretirement system should be analyzed to
ensure that it properly compensates reserve component
soldiersworking in this new environment. If it does not,
the system needsto change. AUSA believesthat one place
to start isthe age at which reserveretireesbeginto receive
their retirement pay.

What Should Be Done?

Thereareseverd billsbefore Congressthat seek to modify
the current reserveretirement system. Two bills (H.R. 3831
and S.2250) drop the agefor reserve retirement pay receipt
from 60 to 55. Another bill (H.R. 4676) would alow reserve
retireesto receive retirement pay immediately upon retire-
ment. Finally, Senate Bill S.2751 would create agraduated
scaledlowing reserveretireesto receive retirement pay prior

to age 60 based on their length of service. However, before
changing thereserveretirement system, itisimportant tofully
study and understand the potential second- and third-order
impactsof such changes. Many questionsremain unanswered:
How would such changes affect the overall retirement sys-
tem?How would reducing the benefits ageimpact recruiting
and retention? How many soldierswould be affected? How
much will they cost and where will the money comefrom?
Therefore, AUSA supports, asafirst step toward reform,
aDepartment of Defense analysis of the current reserve
retirement system. AUSA callson Congresstoincludea
provisioninthe 2003 National Defense Authorization Act
directing the Department of Defense to conduct this studly.
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pay regardless of age.

Key Points

« Under the current system, “gray area’ retirees who complete 20 years of service in the Army
National Guard or Army Reserve must wait until age 60 to collect their retirement pay. Thisstands
in stark contrast to active duty soldierswho retire and immediately begin to receivetheir retirement

- Sincetheend of the Cold War, the relationship between the active and reserve force has changed
significantly. Specifically, the reserve component has been increasingly required to perform long-
term periods of active duty servicein support of Army operations at home and overseas. AUSA
believesthat the retirement system must change to recognize this new relationship.

«  Whilesome have called for immediate changesto the reserve retirement pay system, AUSA believes
that the Department of Defense must first complete adetailed analysis of theimpact of thisand
other possible changes to the reserve retirement system. AUSA calls on Congress to include a
requirement for this study in the 2003 National Defense Authorization Act.




