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UAnited States Senate

MEMORANDUM
May 7, 1976
Senator Nunn,

I asked the Defense Manpower staff to
provide a little background on the work they
did on recruiting. Attached is a paper they
prepared in that regard. They make some
interesting points.

Frank Sullivan



RECRUITING MALPRACTICE IN THE MARINE CORPS

The recruiting programs-for the four Services in varying degrees
faced'recruiting problems in the period immediately following the transition

to All Volunteer Force procurement policies. While the Air Force never had

severe malpractice problems the Army, Navy ‘and Marine Corps, on the oth

hand, enllsted 51gn1flcant numbers of recruits who did not meet entry standards.

This situatioﬁ continued throughout 1973 and into 1974, when both the Army

-and the Navy began to improve the quality of their accessions and éignificantly

reduce the number of recruits who did not meet minimum entry standards. In
general, most Service leaders agreed that the Army began to "turn the corner"
in the fall of 1974, with the Navy following suit in late 1974/early 1975.

On the other hand, the Marine Corps in calendar year 1975 continued to recruit
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signif%gggt_gggpezs gf lese:than—min%ggl}y;ggelgfied individuals. Since
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then, 11ttle information concerning the level of malpractice in the Warlne
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Corps recrultment t programs ! has: been _made avallable. The purpose of this

paper is to discuss ways and meaes of working ‘with the Marine Corps in order
to-determine current levels of malpractice.

In undertaking this exercise, several fundamental statements con-
cerning recruiting operations and malprectiee should be kept in mind. These
are: | |

1. There elways has and will be some level of malpractice in ;11
Services. The key duestion is whether large‘ngmbets of normally gqod men

are forced to malpractice by system pressurcs.
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2. The extent of'malprectice cannot be accurately determined
for past or present perioasi At best, strong indicators can be identified
and evaluated. Aleo, valid eomparisons between ServiceS'can be developed.
| 3. There is a large gray area in the recruiting process_between
honest diffefencee in judgments and deliberate ﬁalpractice actions.

4, The vast majority of alleged malpractices by recruiters are

" never recorded, processed or investigatéd as such. Instead, all Services

choose to admieietratively.discharge all but flagrant cases. Such actions

are mueh quicker, eheaper and less burdensome. o J; R
5{ As malp;actice allegations only ariee upon recruit diesatisfaction

or bea.performance, some‘unknoﬁn'number ofryoung men and women wﬁo eqter the

Services because of malpractice, but subsequently perform marginally or

satisfactorily, can never be documented.

:6{. Melpractice cases do not neceesarily have to involve recruieing/
service personnel. Uﬁéuelified individuals can ''beat the system" on their.own.
A]; ,Whefeae_the adherence to higher enery standafds by recruitere
will improve-the quality of aeeessions, the raising of sfandards during
periods of high.malpractice'wifﬁeut corresponding corrective aceionsvwill

only raise the level of ma1practice cases. "

“BACKGROUND LT ey

- £
B

General "rangeé_of malpractice" within each Service can be developed

by a combination of several analytical actions and first-person observations

. and discussions.

B

The starting point in this analysis should be the available Service

. data on malpractice cases and referrals. However, as most allegations of ;




e et €5 e

e o agagt e et

e e e ity
l

-3 -

malpractice are not processed as such, the basic malpractice data must

be supplemented by additional information. Certain available statistical

data can provide the basis for this supplementary analysis.

Test Score Differences

Perhaps the major analytical tool for determining the general '"range"
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of malpractice are the test score differe 1ces between the results of entry/
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classification tests given during the recruitment process and those given

at basic training

During 1973 1975 both the Marine Corps and the Navy re--tested recruits

at basic training.* Although different test instru ents were used,'correlations

'?,between the two tests were developed. During the same period, the Army and

Air Force did not eonductmre—testing programs, although both Services regularly

"checked recruiting test scores by a selective re-test of limited numbers of

new recruits. ' While the Navy adopted this spot-check program'during 1975, the

Marine Corps has continued to re-test all individuals at the Recruit Training

"Depots. At present, Marine recruiters utilize the Armed Forces Vocational
‘1Aptitude'Battery (ASVAB) while the recruit‘depots administer the Army

Classification Battery (ACB). The Corps plans to utilize the ASVAB for

re-test purposes beginning 1ater.this year.

The evolutinnrof_current testing programs in the Marine Corps
commenced in FY 1974. 1In that year, the Marine Corps deter ined that the
Armed Forcee QualificationiTest (AFQT) for various reasons was ne longer

a valid test for accession testing. The most significant reason for replacing

the AFQT was that it has been in use over the past 20 years and the general

public achieved a familiarity with it to the extent that its usefulness was
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questioned. An equally significant reason for replacing the[AFQT was the
disparity between the percent of Mental Group IV's (MG IV's) as determined
by the AFQT at AFEES to the percent MG IV's as determined by the General

Technical (GT) aptitude area score obtained from ACB testing at the recruit

" depots (see Enclosure 1). On 1 July 1974, the Armed Services Vocational

Aptitude Battery (ASVAB) replaced the AFQT as the Marine Corps' principal

accession testing instrument.

After four'months of monitoring the quality of the accessions as

measured by the ASVAB mental group score and the ACB GT score, it was deter-

i e,
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mined that the new ASVAB test had not significantly reduced the disparity be-
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tween the testing at the AFEES and the testing at the depot. As a result,
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‘the Marine Corps decided to develop and utilize scrambled versions of the

ASVAB. The scrambled versions of the test were introduced into the recru1ting

process in Winter/Spring 1975. Subsequent data on the impact of the new

versions on the disparity between the testing at the AFEES and the testing

at the depots has been developed by the Management Information Systems Division

of Headquarters, U.S. Marine Corps, but has not been distributed.

In general, the test scores from both the recruiting and_recruit depot

tests should be about the same. While there could be environmental/motiyational

differences, the extent of divergence in test scores should not exceed a

few points, up or down, unless there has been compromising of the tests

or test processes. Thus, when there are widening patterns of divergence

_in the test scores, there_is a clear indication of test compromising, and

———

as the testing at recruit training_depots is well controlled‘and monitored,

the "villians" become the recruiters or recruits.




In terms of the four Services, there was initial divergence in the

test scores in the months following the end of the draft. Conversely, current

spot checks in the Air Force, Army and Navy indicate that test compromising

is no longer a major issue.
The Marine Corps, on the other hand, remains an unknown quantity.
Data made available by the Marine Corp's Recruit Training Depot, Parris Island,

South Carolina, indicates that their problem was continuing in..1975 and getting

e e s

' worse. As Enclosure 2 indicates, the test compromlsing had.reached the degree
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1:where there were 30 point dlfferences in the two test scores. In layman s
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language, this meant that about 354 of the USMC accessions were in Mental
Group IV and V rather than the less than 57 reported by Headquarters, U.S.M.C.
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and reflected in OSD briefings’and press releases.

Malpractice and Administrative Discharge Procedures

The second analytical exercise_whichhnill help:determine fﬁé‘éﬁiféﬁi‘m

range of malpractice in the USMC concerns the records of the Recruit Depot

Aptitude Boards (DAB). In general, most of the less—-than-minimally qualified

recruits reporting to basic training will be processed by these administrative

: discharge boards for quick release.

The Depot Aptitude Board (DAB) at each Recruit Training Depot is

required to review the records and interview all candidates for discharge and

¥ . ;‘
then make appropriate recommendations on the d15p051t10n of _their cases to
'7

the Comnanding General ‘The Board consists of three officers, including one

psychiatrist/psychologist from the medical department, a field grade officer,

and a _company graderofficer.' Case files are established for each candidate




for discharge. A DAB REFERRAL, (6ND-MCRD-1910/31) is brepared rorbeach
candidate. This summary form contain information on AFQT and GTbtest‘scores,
education level and summary narrative comments.concerning problem areas from
drill instructors, commanders and often medical/psychiatric officers. Further,
many of the recruits in their personal appearance‘before the DABs make allega-
tions of recruiter maloractice. On occasion, these allegations are noted

in the files,.or referred for malpractice investigations. Because of faulty‘
quality control in the acCessions process in the past, ‘many enliiﬁeesyzho

reported to recruit depots have been so far below acceptable standards that they

T e

‘have had to be discharged and sent home. Unfortunately, the Corps ability
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to rid ifself of all substandard recruits at the very outset had been constrained
by certain actions which began in 1971.
As the armed forces decreased numerically with the removal of the

American forces from Southeast Asia, the Commandant initiated a "house cleaning"

'\.
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program whereby Marines who failed to measure up to post-Vietnam standards
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were to be separated immediately. Accordingly, the Marine Corps established

a 107‘target for recruit attrition. Recruit discharges decreased from a
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hlgh of 224 _in FY. 1971 t0012/ -in- FY 1972, 10%Z in FY 1973, 11% in FY 1974
\ -~
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and 15/ _in FY 1975 For FY 1976 _General Wilson, the new Commandant, has
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removed all recruit attrition ceilings.
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Administrative dischargees at training depots have traditionally
consisted of three identifiable gronps. First, medicals; which have held
fairly consistent over the months and‘years. These are the cases that were
‘not_determined at the AFEEs exam and require discharges for conditions that

were discovered at_basic training. This level has been fairly low and fairly

<

-




" during the first half of FY 1975 (data for Parris Island only),_

“

steady.' The second area are those requiring undesirable or bad conduct dis-

‘charges for offenses conducted during recruit training, and this level again

is low and steady. The largest group of those being discharged for unsuita-
bility and it's in this area that recruiting error or malpractice has caused
a substantial increase (see Enclosure 3) In FY 1973, 5.7% of all accessions

were discharged for unsuitability, the rate climbed to 7.5 by FY 1974, 8.1%

There are two ways in which the DAB proceedings and records can

“help establish the general range of malnractice First, an audit of the
M”./

individual case files for a period of time w0uld establish the general level
—— -""""-J"rw . e b

of those being processed who should not have been enlisted ~_§ZZBHH, 15//
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would be of value to compare the general quantity/quality of men/women being

processed and the reasons for their discharges on an inter—Service basis.

SecondarigData'Analysis
| There are two additional sources of data; the anlysis of.uhich
would help to‘clarifi tbe extent of recruiting malpractice in the USMC.
_First; records are kept of discrepancies between reported numbers of high
school graduate accessions and those with high school diplomas who report
to MCRTD, Parris Island (see Enclosure 4).» Second; comparative‘data of AWOL
rates, non-judicial punishmentdand court—martials also'is‘readily available

(see Enclosure 5 for a comparative summary of Service rates through FY l975).
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Firstfggison Observatiéns

The'va¥ious analyses of data discussed above would be greatly
strengthened by a programéed éer;es.of personal observations at recruit
training centers for the USMC and other éérvices. lAttendancé at DABs of
their equivalents in other Sérviées would be particularly impqrtant. off-
thé;reéord discussions wifh DAB members, dfill instructors and recruiters
from all Services also ﬁould be significant, It would be an added plus
'_if fhis investigation couid be conducted by individuals wﬁo have conducted
simiiar investigations in past periodé of'Mariné Corps recrditing problems.
'RECOMMENDED COURSE bF ACTiON ’ DL
| - The fbllowiﬁg éclions are recommended inibr&er go deférmine the

current ''range of malpractice" in the USMC:

i Data Coliectién
; -‘1.' théin cﬁfrenfiSér&ice le;gi;“é;d-records4bf méléractice
allegations and case dispositions. |
2, Obtain daté.on the éurren; and hiééorical test ééoré.differences
'fofrthé Army, Na&y and the‘Air'Force. |
3. Charge Héadquarters, USMC, with up-dating Enclosufe 1.
‘M'A. ChargeIMCRTD, Parris Isiand, with prdating Enclosures 2,
3 and 4; N o | o
5. Charge ﬁCRTD, San Diego, with developiné the data as di$;1ayed
:in the dp-dated vérsions of Enclosures 2, 3 and 4. v
6. Obtain a FY 1976 update of Encloéure 5.

7. Charge MCRTDs, (Parris Island and San Diego) with preparing

statistical summaries of recent DAB actions.
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Obtain from MCRTDs copies of individual DAB REFERRAL forms
processed during April 1976 and April 1975.
Obtain similar sets of forms for same periods from other

Services.

" Personal Observation

1.

. centers. '

Compare recruit quality overall and recruits being processed
for administrative discharge at the two MCRTDs.
Compare recruit quality overall and recruits being processed

for discharge at'af‘iéééf“siitbthef”$§%§iéé'fééfﬁifuffaining

Discuss malpractiée probleps "6ffvtﬁéirecord" wi£h DAﬁ members,
-Efaining peréonﬁel ana‘recfuite:s;of éi1 Servic¢§. 
tAnalzsié | |
| l. ‘Conduct historical and intér—Service-%nalyggs of répbrtediur;
malpractice caées._ | “
2. Conduct historigal and inter-Service aﬁalyses of;teét-écbre'
| ‘-'différenées. | »
'_3. Conduct quélitative/quanfit;tive‘and‘historical inter-Service
'_ ~evaluation of adﬁinistrative discharge candidates.
4. Conduct historical and inter-Service ﬁnquges qf seqonda;ﬁv“:f
_data.  =  - r_y’ . | ii . ,.; i?’;:
.Summarz |
" Marine Corps leadefs believe that the Marine Corps now has-“turnea

the corner" in

recruiting and that the degree of malpractice 1s rapidly beihg
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brought under control. This change 1is ;ttributed pfimarily to the
change in Marine Corps lea&efship'and the rededication éf the‘top
echelon and recruiting personnel té the taék at:hand.. There also have
been contiﬁuing management and operational imprévements in>the Marine
Corés recruiting programs. | | ‘
-b During the All Vélunﬁeer Force'yeafg,-the Mériné Cofps hés de;otéd
extraordinary resources to its recruiting program and has réceivéd substantial
assistance from theApoor qivilian job markét;' Despite thi;, the compléte

success of Marine Corps recruiting in 1976 stiil remains in doubt - even

LT

" though more than one year has passed"since the last of the other Services has

"turned the corner". If a full—scale.investigation of Marine Corps recruiting

is conducted, it is possible that a realization of inter—Serﬁice‘diffefences

.~ in theilr recruiting programs will pfompt the question of whether the Marine

Corps can expect to recruit "enough good men'" in the current All Volunteer

Force environment in order to sustain their gehéral_fqrcé level o
and mission responsibilities. While the investment of additional resources

to recruiting programs and operational '"fixes" can improve current recruit

quality input, the existence of malpractice within the Marine Corpé today

at a level significantly above that of the other Services portends a bleak T

future - particularly as the civilian job economy improves. On the other>ji
hand, if the Marine Corps has improved fﬁgir‘recruiting prograﬁé to the >??‘
degree that malpractice and low quality are memories of the past, then it's

likely that the future can bé\met with the same relative success/faiiure‘

és the other Services, and that the basic conclusion of the investigation

would be that the Marine Corps also has '"turned the corner" -- albeit later

than the other. Services.
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DEPARTIMENT OF DEFENSE

- MI1LITARY ABSEINTZZS

ENCLOSUR=E 5

. ,:

-Shhmitted to the House Armed Services |

2150 bLegan to include:
absentee incidents of less than 30 days.

1/ A change i
1 1nge in the manner of reportina i ‘ ]
s LA ‘ I ng occurred. Prior to FY 74 absentces
+U days and absentees le
the opposite cateyory,

5 20 d: X i
55 than 20 days were reported independcnt of

. _ . .
Tn order to be consintent with other services Navy

NOTEY Cuormulative Ansuoal Incidents

Average of Enlisted Monthly end Strengths (Thousands)

absentee incidents over 30 days in the reportin

& of

= ”R;;tc" )

Tl Fiscal Years 196771975 Committee by 0SD (M ZRA), ;1 March 76
* . - Aver. Enlisted NUMBER OF Awver. Enlisted
. Monthly End ARSENTEE  Monthly End’
: - _ NUMBER OF Strcrgth . INCIDENTS Strength
- TTNMILITARY . "ABSENTEE RATE - .- OVER RATE
- "SERVICE PERIOD INCIDENTS PEZR 1000 30 DAYS PER 1000
ARMY 67 96,803 78.0 24, 404= 2L.4
Y : 118,753 89.7 39,234 29.1 .
- 169 ¢ 149,695 112.3 56,608 42.4 ;-
- 170 " 165,709 132.5 65,643 52.3 :
f7r T 189,869 _ 176.9 79,027 73.5 :
72 ‘135,410 166.4 50,993 . 62.0 ;
173 113,796 1159,0 37,215% . 52.0 ;
174 87, 807 130. 0 27,1788 . 4). 2 P
175° 64,018 95'4. 17,966 26, 8 .
- NAVY '67 14,810 22.4 6,416 9.7 ;
' '68 9,589 14. 4 5,621 8.5 ;
69 9,035.. 13.54 4,897 7.34 :
170 11,198 17.5 6,352 9.9 "
YD U 10,826 19.0 6,063 11,1 :
52 09,569 18.3° 4,414 8.8 b
_ 73 - 10, 890 21,7 6, 856 13. 6 !
' 174 . 25,948/ 535 1/ 10, 208 21. 2
175 34,692 73.0 10, 659 22.4
MARINE 67  NOT AVAILABLE 6,811 26.8
- CORPS 168 " o 8,419 30. 7. :
169 . om T 11, 587 40.2 :
- '70 47,000 174.3 16,109 59. 6 i
R 35,174 .166.6 11,852 56.2 :
72 .30,793 ©170.0 11,817 65.3 '
173 42,979 234,3 - 11,600 63.2°
74 - 50, 200 287.5 15, 582 89.2
175 52,719 300.9 18,396 105.0
AIR 67 3,155, 3.6 . 375 0.42
FORCE 68 3,194 3.6 . 393 0.44
%69 - 3,902 4.4 538 0.63
170 4,890 5.9 984 0.80 -
) 171 T . 7,027 5.4 T71,117 B V- T
172 12,421 17,2 . 2,036 i 2.e” T :
\73 711, 281 16.1 7 771,560 2.2 b
174 . 11,585 17.3 ¢ 1,667 2.4
'75 6,679 13,00 ° 976 1.9
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General Courts-Martial:

Speccial Courts-Martial:

Summary Courts-Martial:

Non-Judicial Punishments:

1~

(Art. 15, UCMJ)

+ Federal &.State

—Felony Convinctions

T NUMBER OF COURTS TN RTIA L AND NON=TUDICIAN L PUNISTRITRTS

Army
Navy
‘Air Force

.Marine Corps

-TOTAL
Rate/1000

‘ Arrﬁy

" hen Aemses, o,

‘

Navy

Air Force .

Marine Corps
TOTAL

Rate/1000

Army

Navy |

Air Force

Marine Corps
TOTAL

Ratc/1000

GRAND TOTAL

Rate /1000

Army

Navy
Air Force

Marine Corps :

TOTAL

Army
Navy

"A'i'r' FO‘ l:--c-e~. -n\.oh-. - ....'..— (YL - '“,,..N'“‘_.. e

Marine Corps
TOTAL
Rate/1000

IN THE ARMED I'ORCIES

T e e Rate /1000 cem 14501 L. 144.5

.

FY 71 FY72 - FY173° FY 74  fy 75
2,571 1,867 1,493 1,696 -+ 1,462 ...
302 218 162 163 157
175 172 246 242 igi
636 682 517 287
3, 684 2,529 2, 418 , 488 2,263
1. 28 1.16 1.04 1.13 1.05
25,914 . 15,239 12,802 13, a4 9,424
6,967 3, 675" 3,935 5,213 2,384
1,702 2,082° 3,146 2,375 i'ii;
. 6,449 5,755 5, 760 7,429 ’
41, 032 206, 451 24,643 28,0601 237347
14.19 10.53 10. 60 '13. 00 10.94
14,013 . 12,134 .. 6,627 4, 825 3,727
5,975 4,695 4, 496 3, 810 3,585
208 164 82 6T 37
7,572 . 6,141 6,283 4,719 4,505
27, 668 23, 134 17, 488 * 17,421 11,854
9.57 .9.21 7.53 6.08 5.53
72, 384 52,514,  44,54%¢ 44,570 37,564
25.03 20.92 - 19.18 20.19 17.52 -
271,976 217, 245 190,272 ' . 175,292 162,217
65, 291 60,049 79,783 112, 766 107,150
25,971 34, 713 35, 845 37,556 30,052
56,230 50, 728 60,101 72,237 64,331
419,468 - 362,736 366,001 397,851 363,750
W8T 6 180,27 169,65 -y
%Revised §
Julv:24. e T
“ 1,697 1,700 i
nmaestestmasn, wm 1 0277 1,350 b
282 194
1,328  1.456 .
4, 334 ¢,700 . i
1. 96 2.19

OASDIM&RA (MPP)
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NUMBER OF COURTS-MARTIAL AND NON-JUDICIAL PUNISHMENTS
IN THE ARMED FORCES

FY 63 © FY b4 FY 65 FY 66° . EY67 "~ FEY 68 ' FY 69 Y 70
Gezceral Courts-Martial: Army 1,843 1,763 1,553 o 1,476 . 1,902 ©2,375 2,432 2,628
: . %Navy 553 - 440, 339 355 553 832 929 1,317
' Air Force 492 . 421 .. 406 258 291 291 . 301 33
'TOTAL 2,888 2,624 2,293 2,089 2,746 3,498 3,712 4,178
Rate/1000 1.1 0.98 . 0.86 - 0.68 . . 0.81 -0.98 .07 L.37
Special ‘Courts-Martial: - Army 26,448 23,102 - 24,813 23,121 34,735 43,769 59,597 41,348
| - #Navy . 15,724 13,816 13,174 14,647 17,523 . 15,940 16,235 15,362
Air Force 2,509 2,707 2,287 1,825 . 1,871 1,816 1,733 1,035
) TOTAL 44,981 . 39,625 40,274 39,593 °° 54,129 61,525 77,569 58,615
Rate/1000 16.6 14.7 15,1 12.8 16,0 . 11,3 22.28 19. 12
Su..—nm'.ary Courts-Martial: I‘Army . 32,316 . 16,055 ' 17,090 . . ‘14,016 ; 13,306 11,541 ’ 14,241 ]5'.023
: * Navy 22,756 10,785 11,052 11, 934 13,355 12,150 13,078 13,209
Air Force 9,549 .. 4,423 2,128 ° 1,232 . 947 . . 895 755 g
TOTAL 64,611 31,263 * 30,270 27,182 . 27,608 24,626 28,074 25,704
. Rate/1000 " 23.9 . 1.6 .. 1.4 . 8.78 .. 8.17 6.94 © 810 . g.30
. . . . ’ / . ' .
GRAN D TOTAL - 112,480 " 73,512 72,842 68,864 1 84,483 89,649 109, 355 91,557
- Rate/1000 41.6 *27.3 . 27.4 22.2 . 25.0 25.2 31.56 . 25.87
Noa-Judicidl Punishments Army : o : . . . " 265,725 301,001 318 250 °
(Ar:.. 15, UCMT) * Navy - E - ' : o 131,527 129, 204 124,953
. ) ' Air Force , ' 29,890 . 29,119 23, 636
TOTAL - - . ' 427,142 459,324 431,539
' Rate/1000 o , 120.4 132.6 - 57,2

\O.LE ;he sharp dcclme between FY 63 and FY64, particularly in the number of Summary Courts-Martml. is attributable largely to the
"new' Article 15,- UCMJ (Non-Judicial Punishment) which became effectiveon 1 February 1964, . Comparative statistics on
Article 15 acnom arc available only for FY 68 from a statistical rcport which was es.La_bh_ahcd cffcctive at the beginning of FY 68. .

* Navy figures include Marine Corps. . : . ..
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e o DISCUSSION PAPER: C7h§kul/?*?Lf
o | - DEFENSE MANPOWER COSTS \KE&F{M oS

I. THE ISSUE

Defense manpower, always a key issue in defense planﬁing and budget-
I, ing, has become éven more important in the'ppst-Vietném era. .Manpower
| ;:costs have risen dramatically in recent years, and the size of the force
: Has been reduced,_ To illustrate: the defense budget has increased by
.60 percent in the past 10 years, but manpower costs have more than doﬁbled.
* At the same time, and at least partially because of these rising manpower
costs, force strengths have been reduced markedly below their pre-Vietnam.
J - iévels.
” Although manpower costs are thus cleariy a major defense fssue,
much of the attention focused on manpower has been misdirected. In par-
ticular, cost increases have not been entirely unanticipated; nor has any
single factor, such as the voluntéer force, been responsible for them. Today's
cost situation is largely a result of conscious policy decisions in_fhe
past--decisibns'that were often made'without deéling with the fundaméntal
issues or the long-term cost effects.

This paper therefore addresses the following questions:

o Why have manpower costs increased so much?

o What are the alternatives--both general management
approaches and specific solutions-=-for controlling
costs in the future?

. o A two-page summary is provided in Section IV (pp. 19-21). Supporting
i data are given in the'Figure and Tables at the end of the paper (pp. 22-30).

A. MANPOWER COSTS

The manpower cost issue is difficult to analyze properly since it
"has many different components and must be examined in the broader context
of the total defense budget. In particu“ar, there is no obvious bench-
mark against which to judgé manpower- costs (i.e., no formula exists for
measuring the appropriateness of manpower costs); manpower costs are
influenced by more than manpower policy alone (e.g., operations and main-

tenance policy); and many manpower-related costs never appear in the

-
—
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'these difficulties, the discussion below will attempt to identify ‘some-

of the basic cost issues and put them into a broader management framework.
Since 1956, total defense manpower costs have trlpled, and. in the
past ten years they have more than doubled (see Table l) In 1960, man-
power costs totaled $18. 3 billion, or about 44 percent of the total
defense budget; by 1974, -these had in¢reased to $43,9 billion, or 57 per-,
cent of the defense budget. Yet, these defense budget costs are only
part of the total picture. For example, adding the costs of the Gl Bill

and the- implicit "tax advantage" accruing to military personnel to the

DoD budget results in a 10 percent .increase in manpower costs (see Table 3).

One consequence is that this cost growth has been accepted largely

at the expense of the military procurement, with the result that constant-

‘dollar prdcurement expenditures were about 40 percent less in 1975 than

they were, on the average, in the 10 years preceding the Vietnam War
(Fig. 1).

The manpower cost growth has come in four major areas:

(i) Military personnel make up the single largest component
of manpower costs. Military personnel costs have nearly
doubled since 1964, while the number of active-duty per-
sonnel has fallen by nearly 20 percent. Thus the increase
in cost per man is dramatic, (See Tables 2 and 4,)

(i) DoD civilians represent one of the fastest growing elements
: of manpower costs. The reasons are many, including the
significant increases in the average grade that have
occurred during the past 10 to 15 years. The end result
" is that both total and average costs .-for .civilians have
increased markedly (Tables.2 and 4),

(iTi) Military retirement cost is projected at $8.4 billion in
FY1977, nearly 20 times as large as the FY1956 budget cost
(S477 mllllon) Moreover, the problem is going to get
‘worse over the next 20 years. By 1990, military retire-
ment costs are projected (under current policy) to make

IBy way of comparison, the consumer price index doubled between
1956 and 1976, and increased by 79 percent betweern 1964 and 1976 (see
Table 2). Thus, the rate of increase of manpower costs substantially
exceeded the rate of increase in the price levei, even though force
strengths now are 20 percent below their pre-Vietnam levels.

2 .
Other manpower related costs, such as parts of base operating
support, would add further to these totals.

'manpower cost total, thus obscuring some of the basic issues. -Recognizing -

2
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s L up about 12 percent of total defense spending if the

- - defense budget -increases by just -enough:to' keep pace-. -
with inflation. (This compares with the current 8
percent and the 1 percent in FY1956.)

(iv) Military training consumes about 20 percent of all mili-
' tary personnel costs, for a total of $7 to $10 billion
per year. The proportion of the force engaged in training
- (students, instructors, and staff) is actually larger now
than in the pre-Vietnam years (see Table 4).

The_resuit is that out of the $27.0 billion increase in manbower costs -
"between'l956 and 1974, abdut 30 percent is due to civilian personnel,
about 40 percent to active duty personnel, and about 20 percent to
retirement costs (see Table 5). i _(

At the same time, we must be careful not to focus on the wrong set

of issues, such as the proportion of the defense budget devoted to man-
power. The increases in the percentage of the defense budget devoted to
manpower are less than many suspect, particulerly if we look at non-
retirement manpowér costs. - For example, these costs (i.e., manpower
_costs less retirement costs) increased from 46 percent of the defense
budget in FY1956 to 50 percent in FYl97h, an |ncrease of only four per-
centage points (see the last column of Table l) Thus, the problem is
not so much that the percentage of the defense budget spent on manpower
has increased, but rather that there have been few mechanisms for con-
troll ing cost growth and that the cost implications of alternative policies
have not been fully considered before the policies have been implemented.

- In swmmary, no single factor--including the All-Volunteer Forcegé-
18 responsible for the Zarge inereases in manpower cos;s over the'past’
20 years, so that effécttve cost control in the future will therefore
depend on how well each of the elements is bezng controlled. Control, in
turn, will depend on how well the cost zmplzcattons of altermative polictes
- (such as the Retirement Mbdernzzatzon Act) are analyzed and understood

before- the policies are implemented.

lThe corollary to this, of course, is the importance of the growth
in retirement costs cited earlier (e.g., one percent of the budget in
FY1956, but eight percent -in FYI976) :

'zln-l97h; the AVF lS’estrmated to have added about $1 billion to the
manpower cost total--about two percent of total manpower costs that year.
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B.: MANPOWER'COSTS HOW MUCH OF ‘A:PROBLEM?’

Implucnt ‘in the discussion of manpower costs’ is the assumptlon that

these costs are larger than they should be. The problem, of course, is
that there is no obvious benchmark against which to judge their appropriate-
ness. In other words, what shouldvmanpower costs be? Although we cannot
’provide an answer to this troublesome question, we can make two important
observations regarding the expected trends of manpower costs in ‘the future.
_The first is that military (and DoD civilian) wages can be exnected
.to increase faster than the rate of inflation in- the- future, because- of ..
productivity and real wage increases in the civilian ecdnomy,l'whereas the
costs'of.capital equipment would generally be expected just to-keep pace with.
increases in the general price level. Therefore, if the military maintains
constant end strengths (military and civilian) and attempts to maintain a
constant force capability, then we would'expect the_percentage'of the defense
budget devoted to manpower to increase over time. (See the hypothetical
example shonn in Table 6.) That is, capital costs would be. expected to
remain the same in constant dollars; but constant dollar manpower costs
wou]d lncrease.v_ _ i I | | '
) The second observatlon is that thls effect can be at least partially
offset if the military (and Congress) substitutes (relatively) less expen-
sive nonmanpower resources for more expensive manpower. The result will
be that the same defense capability can be maintained for a smaller increase
in the defense budget.2 Moreover, if the.substitution is such that a i-percent
increase in the ratio of the cost of manpower to the cost of ‘equipment leads
to a l-percent change in the ratio of the amount of equipment to the amount
of manpower., then the percentage of the defense budget devoted: to manpower
will remain constant over time. (Again, see the hypothetical example in °
Table'6,) N . . .
The practical importance of these observations is that manpower will

continue to be a "problem," in the sense that manpower costs will continue

]That is, to continue to compete with the civilian economy, the mili-
tary will have to offer similar increases in the wages to uniformed and
DoD civilian employees.

2That is, growing manpower costs will mean larger defense budgets
(if capability is to be held constant). The amount of these ‘increases
can be reduced if the appropriate substitutions are made.
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to increase and ‘that growing manpower qosté will lead to further‘fedﬁctions

in défénse-capability, unless (l)vthe defense budgét gfows byiénodghvtd ab-
sorb future increases in manpower'costs'that can be expected, or (2) the’

| military tries to substitute in favor of (relatively) less expensive |

resources.

C.. UNDERLYING ASSUMPTIONS

1. Constant capability _

' In general; wévhaQe-pdsed‘thé‘mahpowér'cosf fssue injterms of cost
effectiveness. This means addressing the issue 6f minimizing the costs of ..
achieving some specified level of military capability,-giVen-that national

security and defense objectives are specified beforehand.]

2. The manpower ‘issue

This discussion is directed at the manpower .issue,. even though the
overall problem. involves not only hanpower in the narrow sense, but also
the fundamental issue of the wéy the'ehtire operétions and maintenance
activity is structured and cérried out. For example, more than 40 percent
of all enlisted pefsonnel are engaged in_maintenance,and'repair éctivfty
"and andther 30 percent are administrative and supply clerks (see Table ).
Clearly, any change that can significantly reduce the numbers of these
individuals canrlead to major cost savings;2 Significant changes are
possible because the size_of many of these activities is policy-driven,

not requirements-driven.

lNote that this does not mean a constant.number of personnel since,
to the extent that some types of personnel are more productive than others,
the number of personnel can be reduced, while holding force capability constant,
by substituting more productive personnel (e.g., more experienced) for: less
productive personnel (e.g., more junior personnel).

2 e e . . . .
"There are a number of indications that this might be done in some
areas without significant reductions in combat capability.



I1. LONG-TERM APPROACHES = .-

This section discusses long-term approaches for controlling
costs. .They may not yield major cost savings in the short run, but
s
are essential if substantial cost savings are ever to be realized.

A. MANAGEMENT APPROACHES: FOR THE LONG TERM

Effective long-run cost control requires an overall management
framework that (1) encourages eff1cuent resource allocation and manage-
ment and (2) provides methods for reviewing, evaluating, and monltorlng
ongoing and proposed defense manpower programs. Such an overall approach
is particularly important because;fundamental changes in the way the de-

_ fense establishment uses and manages its manpower resources will be

required for long-run controls.]

1.. Budget structure

” The'current'budget structore does not proQide the inceotfvea neces-"
-sary for efficient management. There are problems with the structure
’|tself wnth treatment of cost over time, and with accountablllty
Despite the use of PPB inside the DoD, today's budget structure is
in many ways a remnant of the;budget developed in the early 1900s with
‘a primary emphasis on the accoUntability for funds: Tresources are not

. T —————
grouped according to use. Consequently, the Services may not have the

Mmake tradeoffs among cost elements. For example,

the current budget incent[i;;:iijjzf:gigégzégg_;he mf1itary to automate.

certain functions, even if such automation would reduce costs without éﬁ

‘reducing capabiifty, because manpoﬁer‘and eqyipﬁent fall into separate

budget accounts. Similarly, military personnel have their own budget
dget accounts

category, but direct-hire civilians are buried in the 0gM budget--and

it is virtually |mp055|ble to find the costs of either indirect-hires

or contract-hires.

It was noted earlier that much of the cost increase has been the
result of past policy decisions. .The problem is that the management
framework often did not respond to theése decisions by altering the way
defense personnel are used and managed. For example, the AVF substan-
tially increased the costs of fjirst termers; yet, the Services still

rely on a very junior personnel mix_in the enlisted ranks.

P s
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Regardlng time treatment, the budget records most manpower: costs
when they are paid rather than when the liability for the costs is
incurred. This distorts the time profile of (i) elements of manpower
costs'(e.g., pay versus retirement), and (ii) manpoWer versus equipment
costs.  An accrual accounting system would probably lead to more effi-
cient resource allocation and management, since the military would be-
forced to trade off payments in the ¢urrent year with expected_paymehts,
in future years. |
' Current accountability procedures provide hq guarantee that the
Services can reap any of the benefits if they can effect cost savings
(e.g., reduce the size of headquarters), .nor do they ensuré that the
Services will be held accountable for unnecessary expenditures (e.g.,
unnecessary reenlistment bonuses). Thought should be given to the de-
velbpment of a system with incentives for cost savings, should they occur,

and penalties for overruns, should they occur.

2. Congressional committee structure

For the most part, the Congressional committee structure is a mirror
‘image of the budget structure. “As a result, Congress may not be structured
to address changes -that would effect large potential savings. For example,
"long-run cost savings may be possible from_equipmentrmahpower substitution,
but separate subcommittees of the Armed Services Committees deal with the
manpower and procuremeht budgets and the Defense Approprfations subcom-
mittees treat‘them separately. Similarly, there are Iarge potential savings
in the way operétions and maintenance are,conducted,_’Yet; changes ih over-
all Operatiens and maintenance policy are likely to require changes in-
manpower and procurement policy, as well as 0&M policy, each of which is
dealt with separately ‘There is thus no |ntegrat|on of overall resource -

“allocation in the Congress.

3. Management review and the budget/commlttee structure »

In addition to developlng an appropriate incentive structure, the Con-
Qress needs to have an ongoing review of resource allocation and management--
in short, Congress needs the capability to effectively monitor what is going
- on.

'One way to accomplish this task may be the establishment of a separate

subcommittee in each house with responsibility for monitoring defense-wide



1. . Manpower requirements
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‘.resource.allocation. =sThat:is;%theiba51ciprobiems with:-the ‘current < -

system arise precisely because there is no single measure or set‘ofv'
measures that adequately reflect resource management. Indeed, the
diffieulty is that many factors must be considered simultaneously and
this can only be done by a single overseer, not by separate subcommit-

tees dealing with seemingly separate: issues.

B. JLLUSTRATIONS OF POTENTIAL LONG-RUN MANPOWER COST SAVINGS

The current military manpower‘management system has been used for
the past 25'years; yet the_conditibns.that influence the effective man--
agement.and utilization of defense manpower have changed markedly, par-
ticularly since the end of the draft and the large pay raises that took
place prior to the volunteer force.

Dealing with this new environment will obviously require new ap-

vproaches,'concepts, and tools. Therefore, it is:necessary to undertake

a fundamental review of the entire management and utilization of defense

~ 2
manpower. _ Perhaps more |mportant, such a revuew needs to zntegrate

»overall defense manpower piannlng The current system is Iargely a

patchwork quilt of old legislation and regulations. For example, any'
revision of pay and/or retirement policy requires corresponding changes
|n career management policy. Similar]y, making the most efficient use
of a ' more career-intensive enllsted force would probably require changes

in both retirement policy and career management.policy.

Manpower requirements are a key issue.in the determination of overall
manpower- costs, even within the narrow confines of not altering the basic

structure of operations. and maintenance ‘activity.  In particular, overall

IThe recently instituted Budget Committees in both houses are a poten-
tial vehicle for such an approach, but their overall responsibilities are
likely to be so broad such that adequate consideration cannot be given to
the above issues. Thus, perhaps consideration ought to be given to a de-
fense budget subcommittee. : :

The Defense Manpower Comm|5540n is currently deallng wuth some of
these issues. However, the problems and issues in defense manpower are
not a one-time occurrence so that, at best the DMC can only review some
of the major issues. : '
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~..manpower costs and the ability to meet defense mission:-requirements can
‘rBe-éﬁBsfantiaITy affected not only by the number 6f personnel but also-
their mix accofding to experience, educational attainment, and mental
~aptitude. _ ' ' _
' Manpower costs in the long run are going to-be largely driven by
 the numbers‘and_mix of (i) personnel and equipment, and (ii) particular
types'of personnel. However, currently the DoD and the Services tend ;
(with the help of Congress) to think of manpower requirements in input-
output terms, i.e., in terms of manning factors;§ This means that when
new-sYstems are to be manned or new tasks performed, the manning require-
ments are based on historical ‘experience with other systems or.functiohe.
There is little incentive to experiment with new management schemes. The "
standard approach is defensible, and it is hard to reap the rewards for
innovation. . | v
Congress could take the lead in changing current practice. For
example, it is clear that different technological and operational con-
figurations have different manpower requnrements imbedded in them. There-
bfore,vprocedures should be developed for requnrlng the. DoD to explncntly
display the manpower implications of alternatnve»confnguratlons for the
design, deployment; and utilization of new systems before they are adopted
(e.g., what are the most cost effective strategies fof maintaining and
operating h|gh performance systems?). , , d
Similar procedures could be adopted for examining: dlfferent mixes of

- personnel. " There appear to be significant opportunities for savings here.
For exampie, recent research suggests that the military could substitUte
:career enlisted for first-term enllsted personnel on an approxlmate one-

for-two. basis and still maintain mission effectiveness. If career enlisted

personnel -are less than twice as expensive as flrst term-enlisted personnel - .

(as they appear to be), then substantial cost savings could be achieved by
some substitution of careerists for first-termers (instead of the current
mix of 60 percent first-termers and 40 percent careerists, which is roughly
what it was before the large AVF first-term pay.raises, a 40/60 mix might

be more appropriate).

lTo illustrate, if careerists are approximately twice as productive as
first-termers (consistent with some recent estimates) and if careerists are
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vﬂro;achieve the proper m{x—offpersonnel:byulength~of:Serv}ce;ﬁeach;:

Ooccupational specialty group must be examined separately. For example,“
combat arms are likely to benefit from a junior mix of personnel, but
high-skill and technical areas could likely benefit substantially from
a more career-intensive mix. o '
2. Pay S | |

'~ Pay is clearly the other main determinant  (besides requirements) of
gross manpower costs. Three issues with respect to military pay deserve :
'particular attention: the amount of pay, the composntlon of the -pay.
package, and the ''rent' paid to mllltary personnel. : ;

Under current law, the amount of military pay is set according to
the so-called "comparability'" principle. Although originally intended
to keep Federal pay (military and civilian alike) competitive with the
private sector, in order that the government could attract and retain -a-
hlgh quallty work force, the comparabllnty principle has meant that

"Federal pay is adjusted over time according to a wage index of private

sector salarles (speC|f|cally, the, PATC wage |ndex constructed by the .

BLs). |

However, this limited notion of ”comparabi]ity” may not be the ap-'
propriate long-run policy. First, the. standard of comparison_fs in-
.correctvbecaosexcorrent calculations do not;‘asvnoted_by the recent
Federal Pay Panel, take account of the numerous fringe benefits,accorded
. to Federal employees. At a minimum, then, Congress should rework the
original comparability Iegislation so that all'elements of thefcompensa-
tion package are |ncluded in the comparability calculatlons

More important, the comparablllty principle, as it has been. rlgldly
interpreted_vignores the condltlons that take place in.the market. A
preferred approach would be to base pay on some sort of ”competltuveness
prlnC|pIe rather than on - the ”comparablllty“ pr|nC|ple That is, pay what .
is necessary to attract and retain a high quallty work force. Specifical-

ly, it seems desirable to introduce some flexibility into the current pay

“about 50 percent more expensive per-man-(a]so-consistent with some recent
_estimates), then swntchlng from the current 60/40 mix of first-termers/
careers to a 40/60 mix could lead to about a 10-percent cost savings

(roughly $2 billion in FY1976 dollars) if force levels were adJusted
accordingly,
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fwadjustmentwmechanism.-,This.mightxbe,accomplished,_for,example, by ..
‘ guaranteefng that military pay would increase by the minimen of

private sector wage increases and the price index increases, rather

than the current system of guaranteeing that government salaries keep
pace with some index of private salaries.

The second maJor issue with respect to pay is the composition of

the pay package ) Numerous studies suggest that mllltary personnel do _
not‘yalue all the numerous hidden and not-so-hidden benefits that make

up the pay package as much as these elementsncost the'government. Ac-
“cordingly, the government ought-to‘consider revfsing the composition
fof-the package so that the individual recipients value what_they receive
(i.e., basic pay, allowances, tax advantage, PX privileges, medical care,
retirement, and so forth) at least as much as they cost the government.
Whether or not this means a ''salary" system per se, or what, is not clear.
Yet, it is clear that a fundamental review of the"pay‘package is called -
for, one that systematically eualuates_andvcompares thezoost effectiveness
_of all elements of the pay package.

'i' The third maJor issue is the economlc rent ‘beinyg pand to mlh tary
personnel, i.e., some individuals are being paid more (perhaps consider-
abiy so) than the wage for which they would voluntarily serve. The
current pay structure leads to the payment of rent .both- (i) because all

, occupatlons are pald essentla'ly the same amount (exceptlng, of course,
bonuses) and (ii) because of the substantial longevity pay increases.
With respect to the former, bonuses are probably one of the most effec-
tive elements of the pay package, since they enable the Services to put
money where it is likely to have the greatest effect while, at the same
time, not havnng to pay everyone. 2 With respect to the latter, the cur-
rent pay system provndes for sizable pay increases for those in their

10th to 20th years (because of both promotion and longevity increases),

lThis could be coupled with a provision that would enable the President,
with the concurrence of at least one house (as under the current system),
to impose pay ''caps."

2ln this regard, DoD's elimination of proficiency pay was probably
very cost effective. Because of the uncertainties as to who would re-
ceive it, probably few individuals reenlisted because of this pay. In-
stead, it was awarded after the fact. "Bonuses, on the other hand, increase
reenlistments because the individual knows beforehand whether he will re-
ceive a bonus.
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despite the fact that these.same :individuals qualify for a:large re-. .:
tirement annuity beginning on their 20th anniversary. Indeed, mili-
tary pay rises as rapidly during this period as wages rise in the
civilianvsector, even though most civilian pay systems require indi-
viduals to work at least until their late fifties or early sixties
before receuvnng their penS|on. The result of these twc factors is

that DoD may be paying considerably more than is necessary to- attract

and retain the work force that it now has.

3. Retirement v o

Retirement costs have skyrocketed over the past twenty years (see -

Table 8). However, there are no éimple solutions. Remedies such as
increasing the career length or reducing promotion opportunities will
have, at best, marginal effects on long-run retirement costs. Funda-
mental change is needed if future retirement costs are to be substan- -
tlally reduced |
. The basnc problem is that the retirement system is based:-on a
serles of gonditions that no.longer prevall, such as a small standing
-military, low pay, etc. Indeed, i% the criginal'hearings "retirement"
pay was viewed more as ‘'‘deferred'' pay tnan.retirementvin the standard
meaning of the word. Now that these conditions no Idngervprevail--e.g.,
military pay is'fully comparable to-civilian-pay—Pis the retirement
system still appropriate? ' ‘ _
- Probably not. For example, if the military retirement syStem is
_rv1ewed in terms ana]ogous to most prlvate sector plans (as it must if we -
are to compare mllltary and civilian compensation packages) the actuarlal
cost of the mllltary retirement system can be calculated as the percentage
of each future retiree's annual basic pay that would have to be set aside
each year durlng his actnve duty career in order to l'f"und" his post-
service retirement annunty. Recent work shows that this actuarlal cost..-
is about 70 percent of the annual basic pay for those who stay on to
retirement eligibility, as opposed to about 10 or 15 percent of salary
for a standard private retirement program. In other words, in additicn
to their regular military compensation (RMC), these future retirees ac-

tually receive another amount equal to about 70 percent of their basic
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'epay every year during their.active:-duty careers in the.form.of . an:.- .=
implicit contribution toward their future retirement benefits. Thus,
those individuals remaining until retirement are really paid (eounting
the implicit contribution) one and a half times as much as _RMC.l
But under current policy, theé Services (or DoD or Congress, for

that matter) have no incentive to economize on retirement costs, first
_because retirement costs never enter into the Services' budget accounts;z
and second because retirement costs enter the budget when they are pald
rather than when the liability is incurred (see Table 8).

It is time to make a comprehensnve review of mllltary retirement.
Opportunities do exist for reducing future costs and increasing force

effectiveness.

i

\
4
i

L. Career management

Central in each of the above issues is the system that governs the
management and utilization of military personnel during their military
careers;' The Serv1ces have all developed comprehensive personnel planning
systems and sophlstlcated computer models to support the management of ‘
- these systems. These changes have made sngnlflcant improvements in oper-
ating the current management system. However, because'the-models accept.
current assumptions, factors such as promotion opportunity and reenlist-
ment rates, while important, too often become goals in themselves rather
“than means for achieving the broader objectives. _ g

Major management improvement requires an investigation of some of the
basic premises of current personnel policies. A recent'surVey/shows'that
nearly 50 percent of enlisted members would prefer to remain as a tech-
nical specialist in their field rather than become supervisors. This
suggests that DoD ought to investigate'the.feasibility of deVeloping some-
thing like a two-track!' management system those who want to remain as
specialists could do so, while those who would prefer and have the ta]ent

could be given supervisory assignments.

‘Furthermore, the entire amount ‘is paid by the government since the
system is non-contributory. ' ' '

2Retirement costs are entered into the budget at the DoD level; the
military services do not budget these costs.
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5. Military training e

Military training has recently become a mzjor issue in DoD and
in Congress. Yet the current concern seems somewhat misdireeted.
The‘focus-tends to be on training loads rather than on the fundamental
issues involved in training. Broadly stated, these fundamental issues
include the development of basic strqtegies for determining the type,
timiné, and amount 6f'training; .THe’objective should be to evaluate
the §enefits of training agaiﬁst tHe cost. Should DoD follow the gen-
- eral policy used by the Marine Corps before the Vietnam:War of delaying
advanced skill training until after the reenlistment point? Should more
‘training be tied to longer enlistment tours? And so on. ’ )
' The result of failing to deal with these fundamental issues is that
the proportion of the.total force engaged in training activity was actu-

ally larger in 1974 than it wesvduring the draft year of 1964.

|
i
t
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I11. SHORT-TERM SOLUTIONS

Approaches of the kind discussed above are necessary to achieving
any long-term changes in the cost of military manpower. However, it is
~equally important to develop approaches for dealing with nearer term

~cost problems. o . ‘

A. GENERAL APPROACHES

Because of the difficulties in achieving major cost savings in the
short run, efforts to reduce manpower costs generally focus“on options |
that can only achieve small cost savings. Yet, these effofts may actually
cause more difficulty than they are worth. For example, the current pro-
posal to eliminate post-reenlistment travel benefits (to réfqrn home) for
new reenlistees is projected to save $15 million-=three one-hundredthév
of a percent of total manpower costs. In reality, the ill ‘will caused
‘by removing this relatively inexpensive benefit for those who have just
reenlisted (and probably'been paid a bonus four to ten times as large)
may more than offset the budget savings.

Given the magnitude of current prdblems, efforts to reduce costs in
the short run ought to be focused on the big payoff areas, and the minor
"fine tuning'' deferred until more comprehensive long-run changes are
made. In addition, it is desirable to implement short-run programs -that
will complement the desired long-run changes in the management and utili-
' zation of defense manpower. At 2 minimum, the short-run proposals should
not perturb the desired long-run position. For example, Section Il sug-
gests that a more career-intensive enlisted force may be desirable.
Therefore, short-run cost saving efforts ought not to be such that they -
encourage the military td increase the proportion of seemingly cheaper

first-termers.

‘B.  SPECIFIC CONTROL MECHANISMS

As noted in Section Il, the complexity of the manpower cost problem
is such that SbecifiC»cfitefia,‘such'as average'man-yéar cost ceilings

or training end strengths, are not likély to achfeve the desired effects.
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‘An 'average cost ceiling,. for example, .though conceptually appealing;
could ehcourage the Services to move toward a cheaper cost per man, but
a less career-intensive force--the opposite of the probable desired
Jong=-run objective.

Three fundamental problems arise with approaches of this sort:
(1) there is no measure of defense output, (2) the current budget accounts
do not reflect all the cbsts broperly'associated withvdefénse manpower
and (3) there is a tendency to ''game' the system. The fact that there
is no ready measure of deFense output means that there is no obvious
criterion against which to judge cost. To the extent that output is a
function of something other than end strengths, minimizing éverage cost
per man-year is inappropriate. Similarly, the fact that not all manpower
costs fall into the Service budgets means that appropriate tradeoffs
between categories will be missed and many potential cost savings ignored.
Given _the complexity of the system, it is highly uhlikely that any

simple constraints of this sort will be effective.

C. -POSSIBLE SHORT-RUN COST SAVINGS:
There are several ways that manpower costs can.be significantly

reduced in the short run, without constraining long-run solutions.

1. Pay | _

One potentially attractive (at least in terms of cost, if not politicé)
way of reducing cost substantially in the short run is to continue the
use of pay ''caps'' for the next few years. Maintaining_a 5-percent pay
cap for the next two years would reduce defense manpower costs by
more than $1 billion in FY]977 and more than $2 billion in{FYl978, not
counting the additional‘savihgs that would result from lower retirement
Costs, etc. S o o , | | I

In addition to the large short-run cost savings, pay caps make good
sense for several other reasons. First, there is some evidence that
Federal emplqyees are currently paid more than necessary, since (1) there
is an excess of applicants for both military>and civilian jobs and
(2) "comparability'" calculations are based on equating Federal salaries
with private sector salaries, even though Federal employees (both military

and civilian) generally seem to enjoy far better fringe benefits.
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.__i § Second . recent research suggests .that average przvate sector ‘wages -.
fdo not have much meaning as a measure of private sector wages. There
is consuderable variability in private sector wages,] and simply taking
‘an average may be a poor indicator of the job opportunities the military
- is competing against, This does not -imply that some notion of compar-
' ablllty is not appropriate, but rather that comparablllty should not be
.|nterpreted in as rigid a fashion as it has been in the past.
ﬁnother way of reducing military pay in the short run--possibly
desirable in the long run as well--would be to slow promotion opportunities
for new entrants into the force. For example: Is it approprlate to
promote individuals to E-2 four months after entering and to E-3 within
a year as is current practlce? Slowing promotion might be attractive,
since it can affect costs within the near term but does not require major

"save-pay'' legislation.

2. Retirement

% As noted in the second sectidn,‘major cost savings in military retire-
vment probably require a major restructuring of the retirement package and,

because of save;pay features, the savings would probably not be realized
for a number of years. However, there are two potentially attractive
waYs for redqcing retirement costs in the short run.

: The first, and most important, is the elimination of the ''one percent
kicker," There is no justification for allowing retired pay to increase
faster than the price index. The Defense Manpower. Commision has devefoped
an adjustment formula .that assures that retired pay maintains purchasing
power .equity (though even the desnrablllty of this is open to questlon)

but does not increase faster than the prlce index.

lSpecifically, the coefficient of variation (standard deviation divided
by the mean) of civilian wages, standardized for age, education, sex, and
race, ‘is still about 0.5. That is, the standard deviation is half as much
as the mean, In other words, many individuals in the civilian economy
earn much less than this average wage, so the military can Justlflably
pay less in at least some occupational specualtles.

For example, it might be desirable to increase retired pay by the
mintmum of the adjusted formula (e.g., the DMC formula) and the percentage
increase for Federal pay. This would both limit cost increases in severe
inflation and eliminate 'pay inversions."
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_ A second alternative would be to. extend the average Iength of mili-
tary careers for a year or two (by, say,'requurlng an individual to have
two or three years in grade to be ellglble for retlred pay at that grade--
a powef that currently rests with the Service Secretaries, and, hence,
would not réduire new legislation). Such a proposal would deiay retire-
ment costs for new retlrees by a couple of years. : ,

Even though this would not reduce long-run costs (and might even
increase them), it would reduce costs in the near term. For example,
lengthening the average career by about two years would save in the
né}gﬁbé}ﬁood of $200-t6 $300 million annually in the early years. Be-
cause it might actually increase costs in the long term, hoﬁever, it is
crucial that such a policy change be coupled with a redesign of the

entire retirement system.

3. Training

_ Training may be 6ne case where so-called ”arbitrary"l ceilings might
- provide an effectiVe management control mechanism,_vCurreht controfs,_;‘.w
however, are directed primarily at training loads. The training support
‘establishment is an equally important part of the total picture. For
example, in FY1974 personnel in training support activities (including"
instructors and staff, but excluding base operating support)'actually
outnumbered students: 246,100 to 232,900, respectively.

Celllngs on the numbers of personnel ln,fraining support activity

may therefore provide an attractive short-run control measure.

1Some individuals might refuse promotion and therefore retire earlier,
but at a lower grade.
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1V. SUMMARY

Manpower costs have become one of the key defense issues in recent
years. Costs have increased dramatically, even though force strengths
are markedly lower than their Vietnam levels.

»,

1. ~Long-run approaches

Manpower costs are a long-run issue; substantial savings can be
realized'only by atta;king fundamental determinants. There are two key
elements in such an attack: (1) the organizational and incéntive frame-
work that drives much of manpower policy and (2) the actual ways that
manpower resources are used and. managed. Three suggestions for dealing

with point (1) are:

- (i) Revise the budget structure to reflect the full costs
of resources and to make all cost elements visible.

(ii) Revise the Congressional committee structure so that
the military services have the incentive to make trade-
offs among elements that currently cut across several
subcommi ttees. :

(iii) Specifically, establish a DoD budget subcommittee, anal-
ogous to the recently |naugurated Budget Commlttee for
the entire Federal Budget.

Some alternatives for dealing with point (2) are:

(i) Manpower requirements: Investigate alternative mixes of
manpower and manpower/equipment configurations. For
example, a 40/60 mix of first-term/career enlisted per-
sonnel (versus the current 60/40 mix) might save as much
as 10 percent of enlisted personnel costs with no loss
in effectiveness.

|
(ii) Pay: Both the amount and composition of the pay package
- should be reviewed. For example, ''comparability'" as it
has been interpreted in the past, may not be the appro-
priate long-run policy.

(17i) Retirement: Current retirement policy is based on a set
of assumptions about deferred pay that no longer apply.
Fundamental revisions of the retirement package appear
needed.
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Career management: Alternative methods for managing
military personnel, such as a.''two-track'' system for. - :

‘enlisted members, ought to be investigated.

Training: Although training loads have been the focal
point of much debate, the basic questions center on
developing strategies for the amount, type, and timing
of training and on the cost of training.

.,

2, Near-term options

Although feducing manpower costs is fundamentally a long-run propo-

'sition, there are options for cutting costs in the near term. Three

general observations are: ) P

(i)

(i)

(iii)

Short-term saving efforts should be directed to high
pay-off areas. Too often, proposed programs for the
near term will result in only marginal savings that may
be more than offset by undesirable side effects. A
good example is the elimination.of the '""home visit'"
after reenlistment.

Short-term cosf saving efforts-should be complementary

- with the long-run desired changes. At worst, they

should not exacerbate tre long-run problem.

There is no single measure or 'set of measures that accu-
rately reflect the manpower cost issue. As a result,
simple management controls, such as average cost ceilings,
may only worsen the problem.

Consistent with the above criteria, several options can reduce man-

power costs considerably in the near term.

(i)

(11)

(iti)

Pay ''caps'. Continued use of pay caps for another few
years seems to be Justnfled and- to have high pay-off
(about $1 billion in FYI977 and $2 billion in the fol-
lowing year from a 5-percent cap).

Slowing promotion opportunities for new entrants. Slow-
ing the promotion opportunities for new entrants may be
justified and may result in considerable cost savings.

Retirement ''one percent kicker''. Eliminating the ''one
percent kicker' for military (and civilian) retirement
pay would yield major cost savnngs and is justifiable on
equity grounds.
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Extending career length. Extending the average career

~length for retirees(say, by requiring two or ‘three

years in grade to qualify for retirement pay at that
grade) would yield substantial savings in the short run.

Although it would not save in the long run, and might

even increase long-run costs, it would provide an ef-
fective means for slowing retirement cost growth in the
interim while more thorough revisions of retirement
structure were examined.

‘.

-Training support manyéar ceilings. There are presently

as many personnel in training support (instructors and
staff), not including BOS, as there are students. There-
fore, establishing training support manyear ceilings-- =
In addition to current training load ceilings--could :
help to hold down the growing costs of training.
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Table 1

Manpower Budget Outlays
($ billions)

Fiscal Military Personnel Civilian Manpower Defense Percent Manpower
" Year Active Reserve Retired Family Direct Indirect Total Total® o b Non-
Duty Housing Hire Hire Total™ Retirement®
1) (2) (3) (4) (5) (6) D) (8) 9) (10).
56 10.9 0.2 0.5 nil 5.1 0.2 . 16.9 35.8 ~  47.2 45.8
60 11.0 0.7 0.7 0.2 6.1 0.3 18.3 41.2 44.4 42.7
64 12.3 0.7 1.2 0.6 7.3 0.3 22,5 49.6 45.4 42.9
68 19,0 0.9 2.1 0.6 10.3 0.3 33.1 . 77.4 42.8 40.1
70 22.0 1.1 2.8 0.6 11.9 0.4 38.8 717.2 50.3 46.6
72 . 22.0 1.1 3.9 0.7 12.8 0.5 41.0 75.2 54.5 49.3
74 22.2 1.6 . 5.1 . 0.9 13.4 0.7 . . 43.9 77.6 56.6 50.0
d

76 23.7 1.8 7.3 1.3 15.5 0.9 50.5 89.8 56.2 48.1

-£2-

a ) N
Defense outlays, excluding military assistance, atomic energy expenditures, etc. [i.e., column (8)
equals the '"Defense-military" subtotal in the -Budget of the U.S. Govermment].

bColumn (7) + column (8) \

©[Column (7) - column (3)] ¢ [column (8)] o - A

dEstimates (from the FY77 Budget).



Table 2

INDEXES OF AGGREGATE COSTS, AVERAGE COSTS, AND PRICE LEVELS

(Index numbers, 1964 = 100)

Aggregate Costs » : Per Man Costs? . Prices
Defense Federal ' Active DoD Mfg. GNP Price
Manpower Procurement Total Budget GNP DutyP Civilian Wages CPI Deflator
56 75 80 72 59 66 83 (100) 62 (100) 77 (100) 88 86
60 81 87 83 78 . 80 96 (116) 81 (131) 87 (113) 95 94
64 160 100 100 100 100 100 (120) 100 (161) 100 (130) 100 100
68 147 152 - 156 151 137 125 (151) 112 (181) 119 (155) 111 112
72 . 182 112 152 196 184 199 (240) 165 (266) 150 (195) 134 136
74 195 99 . 156 226 221 226 (272) 188 (303) 171 (222) 152 154.
765 224 107 181 315  N.A. N.A. N.A. 0 N.AL 179 179

N.A. Not available.

3Numbers 1in parentheses: index numbers, 1956 = 100. This was done to show that the timing of

military and civilian pay increases differed in the early 60s and late 50s.

bAverage Cost of military personnel not engaged in training activity.
\

cEstimates.

-hz-
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Table 3

‘NON-DOD Budget Manpower Costs
- ($ Billions)

. . ;Unfunded" ,
Fiscal Tax - Civilian Gl
Year Advantage. .- * Retirement Bill
m (2) (3)
56 0.3 0.4 - 0.8
66 03 0.6 nil
68 0.5 - 0.8 0.5
72 0.8 1.0 1.9
74 0.8 1.0 3.1

76.(est.) 0.9 1.2 L.o



Table 4

Manpower Costs and Strengths

Average Strengths (000s) ~ Average Cost
Active Duty Reserves Civilian Active Duty Reserves Civilian
Engaged in Not in - - : Not 'in '
Fiscal Year Total Trainind Training . - AN Training®
56 . , 2871 457 - 2b1h 926 1183 $3789 $4507 $216 $h3hg
60 - 2b99 397 2102 997 1063 ML 5259 702 5718
64 | 2694 439 2255 953 1040 4570 5460 735 7024
68 ~ 3463 701 2763 922 1310 5483 6873 976 7846
72 2519 505 201 925 1105 8718 10906 1189 11557
74 2207 408 1799 925 1022 10036 12316 1730 13208

aStudents, instructors, and staff.

bTotal‘manpowe_r costs divided by average strength
not engaged in training activity.

- -92-
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Table 5

Aggregate Cost Increases: 1956 to 1974

Cost Increase® " Percentage
($ billions) ' - Distribution
" Active duty (not in training _
activity) $ 8.7 32%
Active duty (in training _
activity) 2.6 g 10
Reserve 1.4 5
Retired 4.6 | 18
Family housing 0.9 3
Civilian (direct hire plus _
indirect hire) 8.8 33
Total $ 27.0 1003

%Estimates



Table 6

HYPOTHETICAL EXAMPLE OF MANPOWER AND DEFENSE COSTS

FOR A CONSTANT DEFENSE CAPABILITY? .
" (1974 Constant Dollars)

o -

No Substitution® . Substitutionde
: Manpower " Non- . . Manpower Non-
Price IndexesP Streagth Manpower Manpower ' Defense Strength  Manpower Manpower Defense
(1976=100) Index Costs "Costs Budget Percent Index . Costs .. Costs Budget - Percent
Manpower C(ther (1976=100) _ ($bil) ($bil) ($b11) Manpower (1976=100) ($bil) ($bil) ($bil)  Manpower
1976 100 100 100 $50.5 839.3 $89.8 6.2 100 $50.5 $39.3 $89.8 56.2
1986 122 © 100 100 61.6 39.3 100.9 61.1 90 .55.1 42.9 - 98.0 56,2 §8
1996 149 100 100 . 15.0 ‘39.3 114.3 65.6 80 60.0 46.7 106.7

56.2

.aHypothetical example. Based on the assumption that military capability (Q) is a function of manpower resources (M) and
Specffically, it is based on the assumption that output is a Cobb-Douglas Praoduction function,

non-manpewer resourc2sg (N).

specified as:

Q = u44 y3

56

b . . ! . .
Assumes that "real" millitary wages increase. by two percent per annum. (Price levels stated in 1976 comstant dollars.)

CAusumes that the numbers of parsonnel and equipment each. remain constant over time.

1

d , ‘
Aﬂsgmea that the mix of manpover and equipment varies according to changing average costs,.holding capability constant,

A
N\
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Table 7

Distribution of the Force by
Occupational Area: FY742

Officer Enlisted
Occupation Percent. Occupation ) Percent
Executives 1.6 Combat Arms - 12.3
‘Tactical Oper. 40.8 Electronics 10.4
Tntelligence 3.2 Comm/Intelligence 6.7
Engineer/Maintenance 15.6 Other Specialists 1.9
Scientists/Professor 6.6 Elec/Mechanics 21.6
Medical/Dental 9.4 Medical/Dental 4.6
Administrators 12.8 Admin/Clerks 18.4
Supplz 6.1 Service Supply - 11.0
Other 3.8 Craftsmen - 4.6
' Otherb ~ 8.6

a . '
Based on "primary" occupation designators.

Training, Miscellaneous and Other,
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Table 8

Military Retirement: Budget Outlays Versus Accrued Liability
' (S billions)

+» Annual .
Fiscal Budget Accrued "Onfunded”
Year Outlays Liability Liability®
: (1) 2) : (3)
1956 0.5 , 3.3 2.8
1970 2.8 . 6.2 3.4
1972 3.9 D14 3.2 .,
1974 5.1 Lo7.2 2.1
1976 . 7.3 Y B : 0.4

» -aColumn (3) = Columm (2) less Columm (1)



