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INTRODUCTION

Mr. ADDABBO. The committee will come to order.
This morning the committee will consider H.R. 3380, the Armed

Forces Pay Act of 1981, which was referred to the committee for
consideration.
The bill includes several increases in military compensation,

such as bonus ceiling increases, hazardous duty pay, scientific and
engineering officer bonuses, and so forth. However, by far the most
important and certainly the most expensive item in this bill is the
recommendation for a 14.3 percent pay raise this next October.
This pay raise will cost approximately $35 billion over a five-year

period, including the impact on retired pay. This amount is roughly
the total funding for the Federal Government for agriculture func-
tions, transportation functions, justice functions, as well as assist-
ance to State and local governments as proposed by President
Reagan in fiscal year 1982.
To put this in perspective in terms of the Department of Defense,

the total one-time amount required to completely modernize and
equip the Army and Air Guard is estimated to be $10 billion while

(1)
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the difference between a 9.1 percent military pay raise and a 14.3
percent military pay raise is $12.6 billion over a five-year period. In
other words, to the extent that the department may wish to forego
a 14.3 percent pay raise for only a 9.1 percent increase, sufficient
additional funding would be available to equip the Army and Air
Guard with as modern equipment as currently exists in the active
force.
We will get into these issues in some detail this morning. The

first witness is Major General R. Dean Tice, who is Deputy Assist-
ant Secretary of Defense for Military Personnel Policy. General
Tice has with him representatives from each of the services that
will be available for committee questioning should the need arise.
General Tice, the committee has worked with you before, but you

have not appeared as a primary witness, so we ask that you pro-
vide a copy of your biography for the record.
We would ask you also to summarize your statement at this

time. Your entire prepared statement will be made part of the
record.
For the information of the committee, we are constrained by

time. This has been referred to us, together with the Armed Serv-
ices Committee, and we must act on this expeditiously one way or
the other. Therefore, the hearing will be confined to this morning.
We will be hearing from the DOD witnesses until 11:00 a.m. At

that time we will hear from the General Accounting Office, with
reference to H.R. 3380.
General Tice?

OPENING STATEMENT

General TICE. Thank you, Mr. Chairman, members of the com-
mittee.
I appreciate the opportunity to appear before you today to ad-

dress H.R. 3380, the Armed Forces Pay Act of 1981. I am accompa-
nied today by service representatives and Mr. Paul Dube, from the
Office of the Assistant Secretary of Defense (Comptroller).
We consider this legislation to be particularly important because

it contains a provision for a significant pay raise for military
personnel in October, an action that the Administration believes is
essential to sustain and improve the readiness of the military
services.
We submitted legislation to Congress which would have provided

for a 5.3 percent raise effective July 1, 1981. With a projected raise
of 9.1 percent in October, military personnel would be receiving in
the next months a total raise of almost 15 percent. The 14.3 per-
cent raise contained in H.R. 3380 is roughly equivalent to the
combined July/October raise that we were seeking.
We believe the bill's provision giving the President authority to

target the raise is sound—to include the deletion of the section of
the existing statute that now limits the raise for members with
four years or less service to that received by General Schedule
employees.
We consider a significant increase in military pay to be absolute-

ly essential in order to demonstrate to the men and women in the
armed services that this Administration cares about them and is
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committed to working with the Congress to improve military com-
pensation.
We must raise the morale and self-image of the military. As

Secretary Weinberger has stated on a number of occasions, we
must cease treating military personnel as second-class citizens.
Beyond the issue of equity for military members, significant pay

raises are necessary to meet our projected accession and retention
needs. Even with improved pay, the congressional constraints on
the recruitment of mental category IV personnel and non-high
school graduates could lead to serious manning problems in the
Army by 1983.
Further, the prospect of an improved economy will make recruit-

ment more difficult, and the possibility of unforeseen international
tensions may require even greater force sizes than those now
planned. It is imperative that we resolve the problem of pay inade-
quacy now.
The other sections of H.R. 3380 are the same, or similar to,

legislative proposals that we have been working on in the Defense
Department, but as of this time there is no final Administration
position on them.
We have testified recently than an increase in the maximum

enlistment bonus payment from $5,000 to $10,000 and the ability to
offer bonuses to individuals enlisting for less than four years is
vital to the achievement of our enlistment requirements.
This does not mean that we want to pay $10,000 in a three-year

enlistment. It means we want the flexibility to determine various
bonus levels for various terms of enlistment.
Smaller dollar sums would be offered to high quality enlistees for

shorter initial levels of enlistment in critical skills. We contem-
plate that the average payment would not exceed $5,000.
As you know, the President during the graduation speech at

West Point last week announced that he had asked the Secretary
of Defense to form a Defense Manpower Task Force to review
military manpower and to make proposals which will increase the
effectiveness of the Active and Reserve all-volunteer force.

Clearly, a portion of the group's charter will be to look at the
numbers and kinds of people needed to man the armed forces, to
include conditions of service. Under this important latter area, we
are looking at some specific areas relating to compensation, such as
pay and benefit levels, educational benefits and alternative pay
systems.
We do believe that legislation along the lines of H.R. 3380, as

regards the pay raise and reallocation authority, is needed to give
us the flexibility we need to incorporate timely findings and con-
clusions of the task force.
Mr. Chairman, that concludes my statement. I would be happy to

answer any questions you might have.
[The biography of General Tice follows:]

R. DEAN TICE, MAJOR GENERAL, USA

Major General R. Dean Tice was born in Topeka, Kansas, on 4 December 1927. He
entered the Army as an enlisted man in April 1946 and was commissioned a second
lieutenant of infantry in April 1947 upon completion of Officer Candidate School.

After graduation from the Infantry Officer Basic Course at Fort Benning, Georgia,
in June 1947, he was assigned as a Tactical Officer in the OCS Regiment at Fort
Riley, Kansas. In January 1949 he joined the 1st Infantry Division in Germany
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where he served until May 1952 with the 1st Battalion, 16th Infantry Regiment, as
battalion motor officer, platoon leader, company executive officer and company
commander.
From June 1952 to June 1954 he served as Assistant PMS&T of the Chicago High

Schools, leaving this assignment to attend the Infantry Officer Advanced Course at
Fort Benning. He then joined the 13th Infantry Regiment where he served as a
company commander and regimental adjutant.
His first tour in Vietnam extended from July 1956 to July 1957 where he served

as G3 operations advisor to the ARVN. Following graduation from the US Army
Command and General Staff College at Fort Leavenworth, Kansas, in 1958, he
joined a US Army personnel management team where he served for the next two
years.
In 1960 he was assigned to the Department of the Army staff, serving in the

Office of the Deputy Chief of Staff for Personnel. In March 1963 he was selected to
serve in the Office of the Under Secretary of the Army as Chief, Personnel Manage-
ment Division.
Upon completion of the Armed Forces Staff College at Norfolk, Virginia in

February 1965, he joined the United States Southern Command in Panama where
he served as Regional Plans Officer for military assistance to Latin America.
In July 1967, he returned to Vietnam and was assigned as Deputy Brigade

Commander of the 3d Brigade, 4th Infantry Division. He later commanded the 2d
Battalion, 12th Infantry of the 25th Infantry Division in Vietnam. In August 1968
he was assigned to the Office of the Secretary of Defense for Manpower and reserve
Affairs as Executive for Personnel Procurement. He departed that assignment in
August 1969 to attend the Industrial College of the Armed Forces.
In 1970 he returned to the 1st Infantry Division where he took command of the

1st Brigade. He also served as Chief of Staff of the 1st Infantry Division and was
subsequently promoted to Brigadier General on 6 September 1972. He then returned
to the Pentagon to the Office of the Deputy Chief of Staff for Personnel supervising
various personnel management programs.
General Tice assumed command of the Berlin Brigade on 9 September 1974 and

remained in that capacity until 16 July 1976 when he assumed the duties of Deputy
Chief of Staff, Personnel, Headquarters, United States Army, Europe, and Seventh
Army, Heidelberg, Germany. He was promoted to Major General on 1 April 1976.
On 7 October 1977, he assumed command of the 3d Infantry Division, Wuerzburg,
Germany. Upon completion of his command tour he was appointed Deputy Assist-
ant Secretary of Defense for Military Personnel Policy, the position the currently
holds.
General Tice has a Master's Degree in Business Administration and a BS Degree

in Military Science. His decorations include the Silver Star, Legion of Merit with
two oak leaf clusters, Bronze Star Medal with "V" Device, Air Medal with "V"
Device and 6 oak leaf clusters, Joint Service Commendation Medal, Army Commen-
dation Medal, Vietnam Cross of Gallantry with Palm, Combat Infantry Badge,
Parachutist Badge, and the Purple Heart.
He and his wife, Eunice, have two children, a son Bill and a daughter Mrs. Karen

Claterbos.

PRESIDENTIAL TASK FORCE

Mr. ADDABBO. Thank you very much, General.
General, I was at the graduation at West Point last Wednesday. I

was privileged to be able to accompany the President to that gradu-
ation exercise.

If my memory serves me correctly—and I might be wrong—the
President, in announcing the Military Manpower Task Force, also
mentioned that the task force would be looking at the pay scales
and the question of bonuses, et cetera, other than just manpower.
Is that correct?
General TICE. That is correct. I don't think you can separate an

analysis of what the manpower requirements are for the armed
forces without considering pay as an essential element of that
analysis.
Mr. ADDABBO. Well, in view of the fact that this task force is

being formed, and will be looking at the questions of pay, whether
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it should be across the board or in certain categories, are we a little
premature in moving for this 14.3 percent increase, or 5 percent over
the 9.1?
General TICE. I think the 14.3 percent pay raise, which is essen-

tially a combination of the 5.3 special pay raise that the Adminis-
tration was proposing, along with the 9.1, is what is needed to keep
current the current pay scales in the armed forces.
As I commented, H.R. 3380 does contain the stipulation that we

have reallocation authority up to 25 percent of the pay level in-
crease. We think that that bill or a similar bill which gives us that
authority will allow us to target, if necessary, in some of those
critical areas.
Mr. ADDABBO. With the present scope of the task force, do you

have any information as to when that task force might be report-
ing?
General TICE. Sir, I think the task force would be convened very

shortly.
Mr. ADDABBO. Given the authority under this bill to reallocate,

will the services actually reallocate, or will they first use up this
14.3 percent, and then come back for money to fill in the recom-
mendations of the task force?
General TICE. I don't think I have a good answer for that for you,

sir.
If you recall in the previous testimony, in support of the 5.3 pay

raise in July, the Deputy Secretary of Defense went on record by
saying if we had that pay raise in July, he would look at some
targeting options for the October pay raise.

COMPARABILITY

Mr. ADDABBO. On appearing before the Committee on the fiscal
year 1981 Supplemental, Deputy Secretary Carlucci stated that
"We do not pretend to have a precise or magic percentage increase
in military pay that will achieve comparability". Yet, the Depart-
ment has insisted that a special pay increase of 5.3 percent is
required either this summer or in October above and beyond the
planned 9.1 percent pay increase in October to maintain compara-
bility.
How can the Department justify the need for a special pay raise

of over 5 percent at the same time that your own Deputy Secretary
is stating that you really don't know what, if any, pay raise is
required to achieve comparability?
[The information follows:]
The reason we do not have a precise figure for the increase in military pay

necessary to achieve comparability is that pay comparability, in the technical sense,
has never been defined for military personnel. By technical comparability, I am
referring to a system like that of federal government civilians where pay equiv-
alence is established with the private sector at the same levels of work. As applied
to the military, comparability is used only in a general sense. We define comparabil-
ity by comparing military pay raises with various measures of civilian sector pay
increases. This enables us to make judgements about whether we are maintaining
competitiveness with the civilian sector. There are a number of different indices for
measuring civilian pay growth. When we took a look at this recently, we found that
since 1972, military pay raises had lagged civilian pay increases in a range of one to
twenty percent depending on the civilian index used and what military pay ele-
ments are included in the military pay raise measurement base. The 5.3 percent
figure was derived from a comparison of military pay adjustments and PATC index
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increases since 1972. We settled on that figure not because it would achieve techni-
cal comparability as described above but because it fell within the range of alterna-
tives for a clearly justified military pay raise.

Mr. ADDABBO. Secretary Carlucci also stated that "the purpose of
the proposed 5.3 percent pay increase is not to solve selected man-
ning problems in specific areas." Instead, he stated that the special
pay raise is to provide a "clear signal to military personnel of the
value we place on their services." Since a special pay raise of 5.3
percent either this summer or next fall will cost $2.5 billion a year,
including the impact on retired pay, isn't there any cheaper way to
give a "clear signal" to military personnel that their services are,
indeed, valuable?
[The information follows:]
If the purpose of the 5.3 percent pay raise were only to solve specific shortages in

selected skills, then reenlistment bonuses would be a more efficient solution. The 5.3
percent pay raise will alleviate shortages in selected skills. It will also improve
retention in all skill groups, permitting us to improve the quality of the career force
and reduce our demand for accessions. It will provide a solid base for expanding the
force. But, most importantly, it will provide a clear indication of the commitment of
Congress and the Administration, to military personnel, reversing the atmosphere
engendered in the latter part of the 1970's. We believe that the benefits to the
nation, in improved retention, recruiting morale, motivation and readiness of our
military personnel will outweigh the costs, and will be less costly than alternative
ways of trying to obtain these benefits. Money targeted at specific, severe problem
areas will not have the effect. Similarly, efforts to provide a "cheap" signal would
probably be interpreted as such.

Mr. ADDABBO. The military services have uniformly reported in-
creased retention rates over the past year or so and future in-
creases in retention rates are usually listed as prominent reasons
for needing sizeable pay increases.

Yet, when the committee asked Secretary Carlucci how much of
these retention increases were attributable to the large 11.7 per-
cent increase last fall, his response was as follows:
We cannot distinguish how much of the recent increases can be attributed to the

11.7 percent raise, how much do other compensation initiatives enacted by the 96th
Congress, or how much do other conditions that have changed over the two periods.

He goes on to say, "Nor can we be certain, at this point, that the
increases can be sustained in the long term."

If the Deputy Secretary is not certain that the pay increases
requested will be able to sustain increases in retention rates, why
should additional funds be appropriated at a time when sizable
cutbacks are being made in other Federal programs?
General TICE. I think that the proposed increases for this fall, as

I mentioned earlier, is needed by any measure that we would use
to keep the military service competitive.
The retention rates have improved significantly in the first six

months of fiscal year 1981. What I think Secretary Carlucci is
saying is that based upon the six months' worth of retention data
we are not willing to say that this increase is permanent or that it
can be sustained into the future and, therefore, our problems are
not necessarily solved or at the least greatly alleviated.
We think we ought to take advantage of the momentum that we

have now achieved on increased re-enlistments and also on in-
creased enlistments of higher quality. We have made projections of
what the effect of the 11.7 will be on retention, but there certainly
is uncertainty in any projection.
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We know that from a large body of empirical evidence that
increases in pay consistently result in increases in retention. We
have estimates of the magnitude of the effect of pay on retention
and these estimates vary, though they all agree on the direction of
the effect.
I think we must hedge against larger force requirements and

improvements in the unemployment rate in the civilian economy.
Defense is simply too important to gamble. We must be able to
man the force.
With respect to the second comment that he made, we know that

the 11.7 pay raise helped. Retention rates would be lower today if
there had not been 11.7 pay raise last fall. There is an impressive
number of studies which find when civilian pay increases faster
than military pay, retention rates tend to decline, and vice versa.
Other factors, such as unemployment rates in the civilian econo-

my, also reflect retention. We do know that no matter what these
other factors do, retention rates would be higher than they other-
wise would be given greater increases in military pay relative to
pay for civilians.
Mr. ADDABBO. In discussing the question of pay raise, you talk

about comparability. We note that the recommended projected in-
crease for civilians is 4.8, and we are now looking at a compounded
military raise of 27.7 percent, 11.7 last year and 14.3 percent in this
request.

Isn't that moving ahead of the civilian increases and no longer
working on the basis of comparability?
General TICE. I would think when we talk about comparability,

you know that we had the linkage of military pay to civilian pay
with reference to the increases that would be given on an annual
basis.
The items that go into determining what we count as military

pay versus that of the civilian pay is, as you know, difficult to get a
handle on. However, I do think that the 14.3, by any of the stand-
ards of analysis that we have used, is necessary to keep us even
with the competitive market on the outside.
I think that we have been challenged with a recruiting problem,

and we feel that the momentum that we have gained in this first
six months since the pay raise last fall can be enhanced with this
size raise this October.

IMPACT ON RECRUITING COSTS

Mr. ADDABBO. The pay raise we are discussing under this bill
would be a pay raise for all services. It appears that the Army is
the only one having a recruiting problem.

If the Congress does approve this pay raise, will we see a request
from DOD to the Administration and then from the Administration
to the Congress for a reduction in recruiting costs?
General TICE. We are looking at several initiatives at this time to

see how we can reduce the growth in recruiting costs. But certainly
an increase in pay that brings more people through the turnstiles
would allow us to perhaps cut back in the long term on the size of
the recruiting force, as well as the amount of money that is invest-
ed there in the form of advertising.
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TARGETING THE PAY RAISE

Mr. ADDABBO. Again, turning to Deputy Secretary Carlucci's
statement, he indicated that an across-the-board pay raise does
have a somewhat greater effect on the retention of people with
skills that are in short supply than it does on the people with more
commonly available skills.
This turns out to be true not because of the pay raise itself, but

rather because the pay raise is also used as a basis for calculating
increases in the re-enlistment bonus award levels which may then
be multiplied several times based upon the number of years of the
re-enlistment, the shortage of the skill, et cetera.
Doesn't this tell us that we should be raising the ceiling of re-

enlistment bonuses and targeting the increases rather than making
an across-the-board increase?
General TICE. Sir, I think we need a combination of both. If the

purpose is solely to alleviate severe shortages in selected skills,
then you are correct. However, across-the-board pay raises are
needed in all skills to keep shortages from developing. Bonuses are
needed in selected shortage skills to give the additional boost not
provided by an across-the-board raise.
I think our difficulty in managing the shortages that occur is

that—for example, when you first learn that you have a problem;
that is, at the user level, where individuals are not re-enlisting, not
staying with you.
At the time you report that to the department head or, say, to

the Department of Navy, for example, there is another two or
three months time lag. Subsequent to that, of course, they bring it
to my attention in the Department of Defense and to the Secretary
of Defense.

Before we can really take action, almost a year can elapse before
you discern that you may have a critical problem. Then we come to
the Congress for help of increasing bonuses or targeting them for a
specific skill.
By then 18 months has elapsed. Then you know we may be in a

position of not being able to man a ship or a particular specialty.
I don't think any labor economist can determine the drag along

from a pay raise versus targeting specifically for bonuses. I think
we need a combination of both, Mr. Chairman
Mr. ADDABBO. If the Congress saw fit to approve the 9.1 percent

raise which would go into effect in October, and then earmark the
additional 5.3 percent for specific increases—in other words, re-
enlistment bonuses, specialty skills, et cetera—would that give you
better management within the DOD?
General TICE. Our analysis has not addressed that specific ques-

tion as you pose it, Mr. Chairman. 3380 does allow us to reallocate
up to 25 percent of that into selected grades and longevity steps,
but reallocation authority is not applicable to individual skills.
The bonus system, of course, is the area in which we have asked

for some increases, especially in the Army, which are targeted to
specific skill.
Mr. ADDABBO. Well, 25 percent of 14.3 would be--
General TICE. Roughly 10 percent would be across the board and

the remainder could be targeted.
Mr. ADDABBO. Which would be almost close to the $5 billion.
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General TICE. Yes, sir.
Mr. ADDABBO. Mr. Edwards?

COMPARABILITY

Mr. EDWARDS. Thank you, Mr. Chairman.
If you get 27.7 percent over this past year and this coming year,

will that in your opinion mean you would then in future years be
requesting pay increases similar to the civilian sector?
General TICE. We think so, but, you know, we are enjoying this

success when the economy is somewhat depressed on the outside. I
think our difficulty is that some of the arguments are tendentious,
I think, in trying to relate military grades specifically to civil
service.
The survey data that we use, whether it is the PATC or area

wage surveys, do not necessarily provide us the kind of direct
comparison with civilian skills and military skills.
There is no way ever to measure the X factor that you have in

the armed forces. But I would think if we get this pay raise, that
we have proposed or that the Administration has proposed, that
tends to keep us even.
Plus, the catch-up that we feel, makes up for the lag that has

occurred from 1972 to October 1980.
Mr. EDWARDS. Well, I think about comparability—Regular Mili-

tary Compensation plus all kinds of other benefits. I don't want
this to sound like a poor comparison, but I think about some of the
welfare programs we have in this country, where people on welfare
are on so many programs of one type or another that it is very
hard sometimes to finally conclude exactly what it is they are
getting.
In addition to Regular Military Compensation, you have a Vari-

able Housing Allowance. In the last year alone the following in-
creases have been authorized and funded by Congress, but are
excluded from comparability calculations—Variable Housing
Allowances, 25 percent increase in flight pay, 15 percent increase
in sea pay, new bonuses for enlisted personnel with over ten years
service, family separation pay for junior enlisted personnel, in-
creases in the ceiling for enlistment and re-enlistment bonuses to
$5,000 and $20,000 respectively, special pay for physicians, and
overseas extension pay.

All of these items would be included in the salary of a civilian in
determining his compensation package. Why should they be ex-
cluded from military pay to determine true comparability?
General TICE. Well, I think that we have already pointed out

that we do not use solely RMC in making comparisons with civilian
salaries, certainly not for special military subgroups and corre-
sponding civilian subgroups. We do use RMC to measure the ap-
proximate position for the force as compared with the majority of
civilian workers.
Our philosophy of military compensation is predicated on the

fact that those who wear the uniform have a primary military
function, and that function is equally important per given service
and grade, whatever the specialization any particular member may
have.
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Thus, we believe that a common basic pay table should form the
foundation of our military compensation system, and that progres-
sive military knowledge, as well as loyalty for remaining in the
service, should be recognized explicitly.
On this basic foundation we then build our special and incentive

pay structures, plus our military benefit packages. These are ori-
ented to manning and equity needs of the forces.
But the question you pose relates directly to how we establish

the basic pay table and what its proper levels should be. We
answer that question by saying that it ought to be approximately
at those levels that prevail in the economy.
The special pays, reimbursements and benefits cited in your list

are examples of the superstructure built on a firm basic pay foun-
dation. They are not included in basic pay, or even in overall RMC
calculations to analyze what basic pay should be, because of the
different compensation approaches of the military as opposed to
the civilian compensation systems. But, as I said before, we do
consider them in looking at specific subgroups.
The example that was used by one analysis took an E-1 living in

Washington, drawing maximum VHA, to conclude what disposable
income he has. They also gave him a tax advantage figure for the
$138 a month that he receives for the bunk that he may have on a
ship or in the barracks.
I think that some of those arguments are specious as far as what

the expendable and disposable income that an individual has when
serving in the armed forces.
We took a look at the actual wages of those young sailors killed

on the Nimitz. Their average hourly wage was about $2, from $1 to
$2 an hour, for the number of hours they are working.

I guess our real difficulty in trying to relate military service to
civilian occupations is that you have some pretty long days to put
in.
From a personal view, I just commanded the Third Infantry

Division in Europe. There was not a soldier in that division that
worked less than 67 hours a week.

DISPOSABLE INCOME OF GENERALS

Mr. EDWARDS. The Army Times on April 6 printed some informa-
tion from the Congressional Budget Office that says that your
disposable income is $44,886 a year, and that my disposable income
is $33,958. Could that be true?
General TICE. I wouldn't comment on that, sir.
Mr. EDWARDS. Because you don't know whether it is true?
General TICE. Of course I don't know whether it is true.
[The chart follows:]
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OFFSETS FOR PAY RAISE

Mr. EDWARDS. Well, you see the thing that bothers me—we
considered the supplemental in subcommittee the other day. We
were asked to put incentive bonus money in for pilots and navigators
and various and sundry other people.
This committee decided that you didn't need an incentive bonus

for some people who fly, because the reenlistment rate is very good.
So, we limited the incentive bonus money to those where you needed
the incentives.

I don't suppose we have done anything around here this year
that has brought the wrath of the military down on our heads like
that. Everybody they said ought to be entitled to an incentive
bonus. Basically, that is what they said.
Well, then I said, maybe you ought to call it all pay, and not

incentive bonus.
My point is that if you increase the pay to what I gather you are

saying is an acceptable level, aren't there some of these bonuses
and incentives, then, that you could take out?
The chairman raised a question of recruitment and advertising

funding for the new enlistees. Is there anything that can be given up
if in fact we provide some $35 billion worth of increased pay over the
next five years?
General TICE. I would certainly think so. If we meet our man-

ning objectives. I don't think in the people business that any single
incentive that you give is independent of the other functions that
we have with respect to pay.
There is a trade-off, I think, between Aviation Career Incentive

Pay, which goes to everybody who flies, versus a continuation
bonus which was designed to be earmarked against a given and a
specific skill within the aviation field, based on shortages.

I think the quickest way to get well, is to put the money toward
the selected aviation skills. But there certainly has to be some
long-term incentive pay available to people who would seek to
make aviation a career.
I think the difference between the aviation continuation bonus

and the ACIP, Aviation Career Incentive Pay, spells that out.
Mr. EDWARDS. But you would not have any recommendations

today as to what might be--
General TICE. Well, I think if you reduce the number of people

you put through training, there are savings to be made in any of
these very critical skills. The cost of training a pilot—you only
need to retain a few hundred until you pay for the expenditure of
funds.

DISPOSABLE INCOME OF JUNIOR ENLISTED

Mr. EDWARDS. CBO has completed an extensive analysis which
compares military salaries, including the 14.3 percent proposed pay
raise, with that received by civilian Federal workers.
This analysis calculates the disposable income that we were talk-

ing about a few minutes ago, considering the impact of taxes but
excluding all of the extra benefits and allowances that military
personnel receive which may amount to as much as 18 percent
additional pay as calculated by GAO.
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For example, were you aware that the Congressional Budget
Office analysis shows that a college graduate who has worked in
the Federal Government for one year would take home the same
amount as a 19-year-old military enlisted person who also has served
for one year and who may well be a high school dropout, with both
individuals receiving approximately $13,000 after tax disposable
income?
General TICE. Sir, I am aware of the CBO analysis that makes

disposable-income comparisons. We certainly do not want to argue
about the legitimacy of comparing disposable incomes. We recog-
nize that military personnel receive income that is not taxed and
therefore given the same gross income would have greater dispos-
able incomes than a civilian who is fully taxed. However, our
greatest concern from the day this analysis hit the street is in fact
borne out by this very question that you have asked. That concern
is that all of the simplifying assumptions that CBO used in comput-
ing disposable income would be ignored, a bottom-line figure would
be seized upon, and conclusions—such as you have just made—
would be drawn which bear no relationship to reality. The bottom-
line disposable income that CBO attributes to a 19-year-old enlisted
person—i.e., an E-3 with under 2 years of service—is based upon a
building block of assumptions, each one of which could easily be
challenged, but when taken together produces a figure that borders
on the absurd.

First of all, CBO assumes that the example E-3 is married with a
family size of four when, in fact, over three-fourths of our E-3's are
single and only about 1 to 2 percent of them have a family size as
great as four. Further, it is assumed that the E-3 receives, in cash,
basic allowance for quarters, basic allowance for subsistence, and a
variable housing allowance at the Washington, D.C. rate. The reali-
ty, however, is that the majority of E-3's are single members
housed in Government quarters, subsist in a Government mess,
and do not qualify for the VHA. The net result is that, rather than
the $13,500 figure cited by CBO, the typical E-3 would have, after a
14.3-percent pay raise, a disposable income of about $6,600 or about
half of the CBO figure.
Mr. EDWARDS. Does that include free medical, 20 percent or so off

at the commissary and the other benefits? I want to be sure we are
talking about the same thing.
General TICE. The amount of money that is taken care of after

everything you have to spend. The young E-3, the example CBO
used was the exception, where he drew all the allowances, versus
what is received by the majority of the E-3's that we have in the
Armed Forces. When we take all that into consideration, even
though he has the food, the bunk to sleep in, what he has left to
spend is the figure that I gave you, and not the $13,000.
Mr. EDWARDS. From time to time the committee has heard mem-

bers of the Department of Defense state that there are military
personnel who are operating sophisticated machinery in dangerous
jobs who make less than a window clerk at a hamburger stand.
This is difficult to believe, since an E-1 who has no experience
whatsoever and would not be assigned to such a position has a
disposable income of over $12,000 per year. That works out to
approximately $6 per hour available to the individual after all
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taxes, retirement contributions, and so forth are made. Do you
believe that a hamburger salesman draws over $6 an hour after all
taxes and health care deductions are made?
General TICE. Sir, I think it is just not true that an E-1 has a

disposable income of over $12,000. This figure is based upon the
same set of misleading assumptions that they use in computing the
E-3.
Mr. DicKs. Would the gentleman yield?
Have you developed a chart? If this one is misleading, do you

have one that is accurate, that we can see, based on your best
assumptions?
General TICE. Yes. What they used was the few individuals who

would qualify for all of the extra benefits, whereas the majority of
the people serving in those grades do not qualify for them.
Mr. McKs. Have you been asked by any committee of the Con-

gress to prepare a chart that would give you the average or the
ordinary situation versus the one in the CBO?
General TICE. Not for all grades. I could provide that for you.
Mr. DicKs. I think it would be important for the committee to get

from you—with the assumptions you are using—a comparison be-
tween what the CB0 has come up with and what the average
situation in the service is. I think then the committee would be in
a better position to discuss this question.
General TICE. Sixty percent of all those serving are in grade E-4

or below. And the example cited is what a general makes.
Mr. EDWARDS. I thought we have been talking about E-4 and

below.
Mr. ADDABBO. E-3 and E-1 are below E-4.
Mr. EDWARDS. I only compared yours and mine. That is the only

time I talked about generals.
General TICE. That was your statement earlier, sir.
I would say that when we talk about—I could provide you a RMC

chart right now. We made an analysis of wages for the sailors who
were killed on the Nimitz. I do not want to press the point too far.
But the most that anybody made on that deck who was killed was
an average of $3.19 an hour.
Mr. HEFNER. Was that based on a 40-hour week, 50-hour week?
General TICE. The ships never work less than 56 hours a week

when they are steaming. When they are shaping up for deploy-
ment, they work as high as 100 hours a week.
Mr. EDWARDS. So do all of us. You do not work a 40-hour week.

We do not work a 40-hour week.
General TICE. When you compare the skill, whether it is a ma-

chinist or electronics technician, with an individual in civilian life,
I think they do work 40 hours a week. Of course none of us work
40 hours a week.

DISPOSABLE INCOME OF E-4

Mr. DAVIS. General Tice, I assume you have seen the CB0 chart
we are all talking about. Take the E-4 in Washington. There is an
E-4 that comes over regularly from one of the services. I do not
want to mention which one. He is living on the economy. He moved
from barracks out on the economy. I asked him the other day, do
you have a money problem, he said no, with the VHA he has
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enough money. When you get out there, and somebody has $500
or $600 a month cash to spend and you are 19, 20, 21 years old,
that is a lot of money.
Let me walk you through this chart and see if the chart is

wrong. An E-4 has basic pay of $10,000 a year. This is after the 14-
percent raise. That is about right. BAS, again I think the assump-
tions are that he has a family of four, including himself. I am not
sure whether this individual does or not. Sixteen hundred dollars a
year for subsistence allowance. Quarters allowance, just the Basic
Allowance for Quarters, $2,800 a year. Variable housing allowance
for living in the Washington area, $1,400 a year. Then some deduc-
tions: $672 taken out in social security, $378 taken out in Federal
income tax, and $178 taken out in State income tax. CBO analysis
shows he makes no retirement contribution, no health insurance
contribution. And then the gross total disposable income, with the
pluses and minuses, works out to be $14,713 a year. Is there any
quarrel with that? You can get your hands on these individuals.
They walk in your office. If each of the individual pieces here are
valid, is not the total valid? If this person gets a 14-percent pay
raise, and he is probably 21 years old, he is taking home $14,700 a
year. That is what he has left to spend, to go out and pay for his
quarters and food. Is that wrong? It is probably wrong foiit some-
body on the Nimitz. You probably cannot pay those guys enough in
some cases for the jobs they do. But talking about somebody living
in Washington?
General TICE. He is probably sharing an apartment with four or

five other soldiers in order to—even with the VHA—to make ends
meet. In the example you gave, he would be doing well.
Mr. DAVIS. That is how he chooses to spend it. If he shares with

four or five people—that is a different question. Is $14,700 a year
what you feel is a reasonably fair number to represent what an E-
4 in Washington would take home after he gets a 14-percent pay
raise?
General TICE. That is correct.
Mr. DAVIS. Thank you.
Mr. HEFNER. If you go under this assumption—we are big on

assumptions around here—say he is an 18 or 19-year-old he does not
have some of these fringe benefits you are talking about. Do you have
any table that shows 
General TICE. Mr. Hefner, the example Mr. Davis used assumed

the 19-year-old has four kids. He would have to start awfully early.
Mr. HEFNER. Say he is just a single guy who does not have a wife

or family.
General TICE. Yes, I can give you that.
Mr. HEFNER. Can you give me that now?
General TICE. An E-4?
Mr. HEFNER. I do not care if he is in Fort Bragg or wherever he

is. What disposable income does he have?
General TICE. An E-4 that does not have the dependents, living

in the barracks, would draw the basic pay of $10,025 a month. He
would be living in the barracks.
Mr. McKs. Not a month.
General TICE. I mean a year.
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An annual salary, Mr. Hefner, of $10,025. He would be living in
the barracks. He would be eating in the mess. He would not draw
VHA. He would—minus the income tax, and the FICA tax, and
State income tax, and his disposable income would certainly be—I
can give that to you. But it is about $4,000 less than what is shown
here.
Mr. HEFNER. But he has three other people he is not having to

support. I am not saying that $8,000 is a lot of money. But I do not
know any McDonald clerks who make $8,000 a year and receive free
food and housing. My daughters both have worked in McDonald's.
They did not come near that. It just seems to me you are kind of
caught up when you start talking about 3 bucks an hour for this work.
When you get to the underlying effect, it seems to me we are making
an awful good argument for some kind of draft or conscription. That
is just my view.

COST OF ALL VOLUNTEER FORCE

General TICE. Savings on the manpower side with conscription
may not be that great, with the high turnover. It depends on how
many months you are going to take them into the service, and
what salaries you are going to pay them.
Mr. DmKs. I think this is a very important point. There are a lot

of people who feel somehow there is going to be a magical savings
if we all of a sudden went to a draft, and it will somehow solve all of
our personnel costs and everything else. I think it would be very
useful if we could get an idea, what would you do if you had to go into
a draft context? Are you going to take the people who volunteer and
pay them less? Are you going to move everybody down—how would
you do it? I would be interested if you can give us 
General TICE. Sir, all I can raise is some of the issues that would

have to be debated.
In order to generate appreciable savings with a draft, you would

have to pay recruits and junior enlisted personnel less money than
we are paying them now.
Mr. DICKS. Reduction in pay.
General TICE. You would have to have a reduction in pay in

order to save. Training costs could be driven up, because the Air
Force, the Navy, and the Army enlistments now are moving to-
wards longer enlistments. You would have to make an assumption
how long you would serve. If you suggested 15 months, then train-
ing costs would be high. You could not get your highly technical ,
individuals from that group either, unless you happened to induct
people with the education who could make the lateral transfer into
those skills.
I do not have a good answer for you, Mr. Dicks, on that. But—I

think that if the Nation had pressures for a commitment to serve,
it would be beneficial, But I see a lot of problems with reverting
back to the draft.

DISPOSABLE INCOME OF OFFICER

Mr. ADDABBO. A fair comparison in looking at officer compensa-
tion might be to take two personnel graduating from college at the



17

same time, one entering federal civil service and the other enter-
ing military service, and look at what their pay levels would
become. For example, the civilian worker with no experience would
have a disposable income of approximately $10,000 while the mili-
tary officer would have a disposable income of approximately
$17,000. After six years, the civil servant could reasonably expect to
be a GS-11 which would provide him a disposable income of ap-
proximately $18,000 a year but his counterpart who would only be
a Captain would be drawing approximately $26,000 in disposable
income. Of course, we recognize that military life is in many ways
more difficult than a civilian occupation. However, how can you
reconcile the fact that entering officers receive 50 percent more
pay that is available to them to spend than their federal counter-
parts with the stated need for very large pay increases for the
military and exceedingly small ones for the civil service?
[The information follows:]
First, let me say that we do not accept the Civil Service payline as an appropriate

standard for judging the adequacy of officer compensation. The fact is that the Civil
Service does not have the same supply/demand problem as the military services so
the comparison is specious. A more appropriate measure of the adquacy of officer
pay would be against the pay scales offered by corporations in the private sector
who compete more broadly with the military for college graduate resources. A
Conference Board study of comparative staffing and compensation patterns pub-
lished in 1974, that is still valid when adjusted for wage growth, shows that military
compensation for officers very closely parallels those paid in the private sector. The
study further noted that comparability persisted throughout the salary scale except
at the upper five percent (0-6 and above) where the military fell far short of
compensation paid in the private sector for personnel of similar grade and responsi-
bility. This leads me to conclude that our basic compensation structure is essentially
sound except at the top end where we should be paying more.

Mr. EDWARDS. Thank you, Mr. Chairman.
Mr. ADDABBO. Mr. Dicks.

TARGETING PAY RAISES

Mr. DICKS. The increases in civilian pay for various skills have
certainly varied over the last 10 years. Has DOD made any attempt
to calculate what the real trends between military and civilian pay
for a given job have been since 1972? If so, what have those trends
been, and if not, why not? Basically what it costs to get a clerical
person has gone up as much since 1972 as the cost of a technician, or
somebody with a special skill.

General TICE. I think you would find probably in the clerical
field they have not risen as greatly as we have raised pay in the
military in that given specialty. The linkage or the surveys that we
have looked at—our difficulty is finding one that is appropriate to
those skills that we have in the Armed Forces—is the Professional,
Administrative, Technical, and Clerical, or the PATC survey, that
the Bureau of Labor Statistics runs, and that only covers a very
small portion of our enlisted force.
Another survey that has perhaps more applicability is the area

wage survey, where they include machinists and individuals like
that, or technicians, who have a direct correlation.
Mr. DICKS. There is considerable sentiment for targeting pay

increases. I would like to discuss a number of options with you to
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determine your thoughts on them. One suggestion is to limit the
5.3 catch-up to those in the senior enlisted grades based on the
argument that we need to retain skilled personnel, and that due to
wage competition over the last several years the gap between a
new recruit and a senior enlisted person has decreased. What
would be the impact of such an action compared to the across-the-
board proposal?
General TICE. On targeting of the pay raises, and the specifics of

using the 5.3 to target and have the 9.1 across-the-board, as dis-
cussed earlier, the reallocation authority that is in this bill
amounts to just about that. And I think the Department of Defense
is on record as saying that we will look at targeting in those
areas—at least in the critical mid-career fields, for some of this pay
raise.
Mr. McKs. Are you going to be looking at the specific skills or

pay grades?
General TICE. Pay grades. Under current authorization, the only

options we have for looking at critical skills is by using the bonus
system as opposed to military pay increases.
Mr. DicKs. Would it be better if we could go to specific skills, if

we could change the authorization?
General TICE. That is an area which we have studied off and

on—the third QRMC looked at that issue. The Presidental Commis-
sion also looked at that option. The General Accounting Office has
looked at differential pays by skill. We have felt that our current
combination of basic pay, allowances, coupled with the bonuses,
gives us that authority to do just about that, sir. In other words, we
use the reenlistment bonus, which is designed to attack problems
in critical skills. The annual pay increases are designed to make
the overall military career competitive with the civilian sector.
Mr. DICKS. We have already voted a substantial military pay

increase last year of 11.7 percent. If we voted 14.3-percent increase
this year and then go to barely half the level as the Reagan budget
assumes for 1983, would we not be creating an illusion of backing
off the commitment to military pay?
General TICE. There are some problems for the administration.

We came forth with the 5.3 pay raise as a special, out of cycle pay
increase, to signal to the troops in the field that—along with the
11.7-percent raise provided by the Congress last year—we really
care. And I think that the kind of mileage you would get out of a
out-of-cycle raise may be offset a little when it is combined with
the annual pay increase.
Mr. DicKs. There is one suggestion about targeting—targeting

the pay increase for high school graduates, rather than non-high-
school graduates. What do you think of that idea?

General TICE. Personally, I would hate to think that you have
two classes of citizens drawing pay with reference to their civilian
education. As you know, sir, for the non-high-school graduate
that we enlist today, we use another discrimination in that we only
take mental category 1 through 3 on the mental aptitude test for
those who are non-high-school graduates.
Mr. McKs. What would you estimate the impact to be both in

terms of potential savings as well as any adverse impact on person-
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nel involved if the Congress denied any special pay raise to non—
high school diploma graduates until they had been on active duty
for 1 year?
General TICE. If the Congress denied any special pay raise to

non-high-school diploma graduates until they had been on active
duty for a year, it is conceivable that the problems in attrition
rates with non-high-school graduates would increase. The higher
attrition rates would result from the obvious differential in pay for
the same effort performed by high school graduates who would
make even more difficult the task of developing confidence in these
individuals and shaping them into productive soldiers. The end
result could be the need to rely more heavily on high school gradu-
ates, and instead of savings, higher manpower procurement costs.
We do not have the experience and data to quantify the impact.
However, I think you are aware, sir, that high school graduates
complete their first term of enlistment at a 50-percent greater rate
than non-high-school graduates. We lose 40 percent of all non-high-
school graduates who enlist during this first term. Over 80 percent of
high school graduates complete their first term of service.
Mr. McKs. Thank you, Mr. Chairman.
Mr. ADDABBO. Mr. Robinson.

BONUS CEILING

Mr. ROBINSON. Thank you, Mr. Chairman.
General, on the second page of your statement you say:
This does not mean that we want to pay $10,000 in a 3-year enlistment. It means

we want the flexibility to determine various bonus levels for various terms of
enlistment. Smaller dollar sums would be offered to high-quality enlistees for
shorter initial levels of enlistment in critical skills. We contemplate that the aver-
age payment would at most be about $5,000.

Then we are talking about a degree of targeting with regard to a
proportion of the prospective pay raise as well.
How is this flexibility going to be determined, and who is going

to exercise it?
General TICE. It will be determined by the Army--
Mr. ROBINSON. You mean by the various services?
General TICE. Yes, sir. But subject to our review in the Depart-

ment of Defense.
Our estimate of the number that would receive these higher

level bonuses is less than 18,000, on the enlistment bonus.
Mr. ROBINSON. Again, are we talking about all services or Army

now?
General TICE. Basically Army.
Mr. ROBINSON. Because that is where the essential problem is?
General TICE. We have two problems, sir. We have the problem

of enticement to have the high-quality individuals to enlist in the
Army, versus the problem of retention of the very technical skills
in the Air Force and the Navy, for example. So that we have a
recruitment problem that is greater in the Army than it is in the
other services. We have retention problems that are greater in the
Air Force and the Navy than we have in the Army.
Mr. ROBINSON. Well, I am interested in how arbitrary versus a

case-by-case basis the extension of these bonuses is going to be.
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General TICE. Mr. Robinson, hopefully we are not arbitrary on
administering any of the bonus programs. I have Lieutenant Colo-
nel Schroetel here who oversees, has the oversight responsibility in
my office to manage or overview—he has the overview responsibili-
ty of analyzing all of the bonus money paid out to our troops. If
you would like, he could give you 2 minutes on how we do that.
Colonel SCHROETEL. Annually each service submits to the OSD

their proposed program of bonuses in terms—we are talking enlist-
ment bonuses here now—in terms of levels of payments, dollar
amount, and the numbers and the skills. We review those propos-
als, looking primarily at what the manning is in the skill, were
they having difficulty getting people into that skill in the past, how
many they need next year, and the following year, and match that
with what sort of expected improvements we can get at various
bonus levels. We can provide more for the record or to the staff if
you would like. It is quite a complex process, obviously. But we do
a skill-by-skill review for each of the services individually.
Mr. ROBINSON. How much trouble do you anticipate with regard

to people who would like to reenlist, feel they are qualified for the
bonus, and yet are not offered the bonus? Is that going to consti-
tute a difficult matter?

Colonel SCHROETEL. As General Tice has indicated, we have in-
creased the proportion of the people who are reenlisting who re-
ceive a reenlistment bonus. Again, we are talking reenlistment
bonus here. Again we look at what is happening in the services in
each individual skill and what we expect to be happening, and we
authorize the services to pay reenlistment bonuses where there are
problems.
There have been more problems, so we are paying reenlistment

bonuses to a larger proportion of the forces. For example, in 1980,
fiscal year 1980, we paid reenlistment bonuses to 34 percent of the
Navy people that reenlisted. In 1982, we will be paying reenlist-
ment bonuses to 80 percent of the Navy people that are--
Mr. ROBINSON. This is exactly the concern that--
General TICE. In the Navy, for example, to show you a compari-

son, in 1980, the Army, only 1 percent of those career reenlist-
ments received a reenlistment bonus. In 1981 we increased that to
28 percent. On the other hand, Navy had 34 percent from the
beginning in 1980 that was receiving a reenlistment bonus, and we
increased it to 56 percent of those reenlisting received the bonus.
In the Air Force, only 10 percent in 1980 received a reenlistment
bonus. In 1981, 30 percent.
Mr. ROBINSON. You and I both know some of these people, skilled

though they may be, are a lot more skilled than others, and those
are the people that I am worried about.

If we are going to simply take a skill and everybody that reen-
lists in that skill is going to get the bonus, I do not think we are
going to accomplish the purpose, I think we are going to be some-
what selective within the skill, and I would certainly hope that this
is the way that the system operates, because if it does not, if they
are going to get it on an across-the-board basis, it is not going to
work.
General TICE. Reenlistment bonuses are not given across the

board. You test to be sure they are functional in the AFSC or MOS,
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and that is only paid to those who are reenlistment-eligible in that
given skill and the numbers are not that great.
Mr. DAVIS. General, or Colonel Schroetel, whichever—the reenlist-

ment bonus it is capped right now. The maximum you can
get is a Navy nuclear power enlisted person, and he can get $20,000
for a number of years of additional service. Would it not make
sense to talk about targeting? If you do a straight economic analy-
sis there are military enlisted people who are so valuable to the
military that you may want to give them a $20-, $30-, $40-, or
$50,000 bonus. Economics may dictate it is perfectly justified to pay
it to get them to sign up for half a dozen years, but you cannot do
that. Would that make sense? You can only offer bonuses for so
long, until you hit the ceiling.
General TICE. I think, Mr. Davis, that we have two challenges in

reference to the bonus program. What may be the most critical
individual that we need today is because we have the shortage due
to the draw of the highly technical skill that he has in civilian life,
but if you go to war, perhaps the guy that hangs the bomb under
the wing is just as important. I think that is philosophically one of
the things that bothers me about how to arrive at the best way to
spend our money to man the force.
We know, or hopefully we know, that the sum of the whole is far

greater than the sum of the parts in any military organization, or
the Congress or any other organization. I think it is critical in the
military that you develop that kind of team effort, and perhaps
that causes us to make some suggestions to you that do not stand
up under pure economic analysis. On the other hand, I think that
based on experience and everything we can see that you have got
to somehow mold that team. But we have made good use of the
bonuses.
I think on the nuclear power, that that is a very rare exception

where that chief petty officer that we have trained can step outside
and almost double his salary.
Mr. DAVIS. There are a lot of others in the Navy and Air Force.

You talk of avionics skills and some of the maintenance skills, you
are rapidly approaching the point where it is getting to the ceiling
in some areas.
General TICE. I think the greatest relief we had last year was

when Congress gave us authority to go into what we call "Zone C".
Where we thought in the past once you get an individual past the
10 years that he was a careerist and would stay on board. What we
were faced with, in fact in the nuclear power area, was after 12
years' service he took a $280 a month reduction in salary in order
to reenlist. By extending the bonus program to Zone C, we correct-
ed that.
Mr. DAVIS. My point is the guys I am talking about are not going

to be around for a Zone C bonus. The guys I am talking about are
not around to be part of the team that a military organization has
to be, they are getting out because of a one-time $14,000 or $15,000
bonus. If you can get out and double your pay on the outside and
make $14,000 extra every year--
General TICE. Right now we have the limitation of $20,000 nucle-

ar and $16,000 in all other areas.
Mr. DAVIS. Should it be higher?
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General TICE. I think it is up to us if our analysis supports that
to come back to you.
Mr. DAVIS. Does that mean you do not know?
General TICE. I think we know, and that is the reason we make

the proposals. But I think right now we are not ready to say we
need to increase the $20,000, for example, nuclear power bonus.

PAY COMPRESSION

Mr. ROBINSON. Mr. Davis raised the question with regard to the
cap, and it logically brings us to the question of compression.
Would you like to spend a couple of minutes discussing what this

prospective pay raise will do to the question of compression.
General TICE. If it were applied across the board with every pay

grade, then the differentials that we have between the grades
would remain constant in relation to the 14.3-percent pay raise.
But I think that we have said we are willing to take a look at
targeting some of the pay raise this fall, in the hopes that we could
alleviate some of that compression in the mid-career noncommis-
sioned officer area.
Mr. ROBINSON. At the upper level its equivalent is going to lead

to more people being subject to that ceiling, is it not?
General TICE. Yes, sir, for the officers, where you have the pay

cap, there is no way that we can address that. The Congress has
the pay cap, and everybody else. But I think that we can address
those in the enlisted force for those midcareer individuals that we
have in say grades E-5-9.
Mr. ROBINSON. This is a matter which you feel that the services

are prepared to live with at the present time, if the pay increase is
granted?
General TICE. Well, no, I think the services have taken a very

hard look at how we might target that to relieve some of the
comprpssion. Under this current bill we have authority for reallo-
cation.

BONUS CEILING

Mr. ROBINSON. I would like to go back to the bonus question for
just a moment and ask whether or not the military service repre-
sentatives have any comments on whether the bonus ceiling should
be raised as individual services.
Admiral HOGG. The Navy has the bulk. We find in the Navy that

in several specific ratings we are up against the ceiling, but we
have a different viewpoint. We have in effect used up our flexibil-
ity with the bonus for those ratings and we are really substituting
that bonus money for base pay. In other words, if base pay were
adequate, if we had not had our pay cap or reallocated from years
1975 through 1979, which were heavy years in inflation, as we
progressed toward 1980, we probably would not have had to apply
those significant bonus increases.
General USHER. We in the Air Force would second the motion on

that. Our analysis does not show that we are in need of an addi-
tional ceiling at the moment, but it is clear that we have made an
ever increasing use of the selective reenlistment bonus to meet our
requirements both in terms of multiples of base pay and in terms
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of the skills that we have extended it to. We are up to some 130-
odd skills now and spending just a little bit short of $100 million a
year. At least that is the proposal for fiscal year 1982, and we in
fact have allowed the base pay and so forth to fall behind to a
point that it has been used in part to make up for those deficien-
cies over the years. We would just like to say that this 14.3 percent
in our view is the minimum really by any standard that we need to
bring military pay back into comparability.
Mr. ROBINSON. Would you agree with the statements made by

the Navy that you have been substituting bonuses for base pay at
the appropriate level?
General USHER. Mr. Robinson, I would not say that we do that

consciously. But to the extent that base pay falls behind, your first
effect of that you will see is in the more marketable competitive
skills. So, yes, to a degree then what you are doing in effect is
substituting bonuses for lack of base pay, although it does not work
that way consciously. It works as a cause-and-effect kind of thing.
Admiral HOGG. Mr. Robinson, I thought I said that we conscious-

ly do it. I really did not mean that. It in effect becomes that.
Mr. ROBINSON. I understand.
General CLARK. I think our concern is to increase the bonus from

$5,000 to $10,000 for our critical skills, particularly our combat
arms, and to have a flexibility in that bonus as to who gets how
much of that particular bonus; otherwise I think that the Army is
satisfied with the bonuses as they are presently constituted.
Mr. ROBINSON. May I ask all of you if it is visualized that it is

unnecessary to pay the complete amount of the allowable bonus? Is
this going to be phased in a degree that is reasonable depending on
the extent of the necessity of that particular skill, or does every-
body get the full amount, practically speaking?
Admiral HOGG. No, sir. In fact, as Colonel Schroetel said, we

must justify to the Secretary of Defense on an annual basis looking
ahead the levels of bonus that we will apply to each of our ratings,
and our analysis includes a review of inventories, requirements,
and retention, and if we cannot make the case within the specific
criteria established by OSD we cannot apply the bonus and, in fact,
were it not for an increasing need for additional moneys, in order
to retain our people over the last 3 years as inflation has increased,
we may well have been dropping off in the bonus. In the middle
1970s we frequently reduced bonus levels in ratings and we would
foresee if one's base pay reaches the level of adequacy combined
with our sea pay and submarine pay programs in the Navy, which
have been improved considerably the last year as a result of con-
gressional action, that we would in fact reduce the bonus levels.
In our negotiations with OSD and OMB and congressional staff

last year for submarine pay and sea pay we said as our inventories
caught up we would reduce the bonus levels.
Mr. ROBINSON. Did you have something else?
General USHER. Just a couple of comments. First of all, OSD is a

pretty tough taskmaster with respect to justifying bonuses. It does
not come easily. And so we have to do a pretty thorough job there.
The other thing I would like to point out about the weakness of

the bonus as opposed to across-the-board, you tend to chase short-
ages with bonuses; in other words, you would have to have had this
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loss of experience, the loss of man-years and so forth occur to you
before the rules of the game will allow you to apply a bonus to
that.
What an across-the-board pay raise does, where we bring pay up

to the level of adequacy, our analysis shows that you prevent
problems, they do not occur because retention in general is better
as a consequence and you have fewer problems that you are trying
to fix with a bonus. There is a considerable lead time, as General
Tice pointed out earlier, so you are in a preventive-care mode much
more with an across-the-board pay increase than you are with
bonuses.
Admiral HOGG. In summary, from the Navy viewpoint we agree

with the Air Force in this regard. We do not see bonuses as a
desirable route to take. We would much prefer to see sufficient life
stream earnings so that bonuses are not necessary, at least certain-
ly not to the high levels of bonus that we are paying today, and are
programed to pay for the next 2 years. We would like to see the
bonus level down to the point where there is a firm foundation of
base pay and incentive pay which form the foundation for our pay
system and then only apply the reenlistment bonus to those small
numbers of ratings where the draw from the outside, for example,
in the nuclear industry is so significant that this no way that we
are going to match dollar for dollar, nor do we want to because
there are intangibles in the military, as I testified to you all in
March, but pay those bonuses to a small number of ratings where
the uniqueness of the expertise in the draw from the outside is
terrific.
Mr. ROBINSON. I know my time has expired, so since we are going

to be hearing from the GAO next I would like to ask the questions
concerning the GAO survey be placed in the record under my name.
Mr. ADDABBO. Without objection.
[CLERK'S NOTE.—Questions submitted by Mr. Robinson and the

answers thereto follow:]

PROJECTED CHANGES IN CAREER FORCE

Question. The General Accounting Office has done a detailed
analysis on the stability of the all-volunteer force. The GAO looked
at the career force and concluded that it has been relatively stable
and has increased in absolute terms as well as a percentage in-
crease of the total enlisted personnel. The GAO quite correctly
points out that the career force is important because that is where
the skilled technical and leadership personnel are.
However, when you break down the components of the career

force and look at those with five to twelve years of service and
those with 13 to 30 years of service the GAO found a mixed
picture. For example, between 1972 and 1979 the number of people
with 13 to 30 years of service declined quite sharply. However, the
GAO also found that this decline was caused by retirement of
personnel and that the reduction was a normal process of people
leaving the service after a full career rather than for dissatisfac-
tion with pay or other aspects of service life. Is this true?
Answer. Yes. The retirement phenomenon accounts for much of

the shift. Reenlistment rates did decline, however, in the late
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1970's. Pay does, affect the decisions of retirement eligible person-
nel to remain on active duty, as well as personnel at other points
in their careers.

Question. The GAO also discovered that what appears to be a
mass exodus of senior NCO's is really nothing other than normal
attrition from what is an abnormally small cohort of senior NCO's
which resulted from low reenlistment rates not recently but ten
years ago. If the GAO analysis is correct, how will substantial
increases in pay improve upon already acceptable retention and
allow you to keep senior NCO's that you don't have any force to
begin with because of problems many years ago?
Answer. We need experienced NCO's and petty officers and we

are attempting to retain as many as we can from these small
cohorts. Pay will help. We also must insure that sufficient incen-
tives are provided to the more junior NCO's so that those of the
highest quality will remain to fill the senior ranks.

Question. The GAO found that from 1973 through 1979 the
number of people with from 5 to 12 years of service has gone up
drastically. The GAO points out that with normal attrition rates
this large group will actually produce a surplus of senior NCO's in
coming years whether or not there are any large across-the-board
pay raises. Is this correct?
Answer. The large numbers of personnel with from 5 to 12 years

of service is, partly, an attempt to compensate for the shortage of
senior NCO's. If military service should become, for whatever rea-
sons, so attractive that more NCOs were willing to reenlist than we
had spaces for them to fill, we would be in the enviable position of
being able to: (1) be more selective about whom we reenlist, and (2)
cut back on reenlistment bonuses. We are not at that point, and we
will never have a surplus of NCOs.

Question. Do you agree with the GAO conclusion that across-the-
board pay raises would have very little impact on the current 13 to
30 years service group since most stay until retirement any way
but rather would influence more people in the 5 to 12 years group
to remain in the service longer than they otherwise would and thus
create a force imbalance in future years by having too many senior
NCO's?
Answer. The effect of across-the-board pay raises is relatively

small, but positive, on the retention behavoir of those with 13 to 20
years of service. There is a much greater effect on those with 5 to
12 years of service. The effect on retention for those with more
than 20 years of service would be as large or perhaps even larger,
than the effect on the 5 to 12 years of service group.

Across-the-board pay raises could not result in too many NCOs,
only in too many who want to become NCOs. Our selection process
would insure this, should we ever enjoy the luxury of being in that
position.
[CLERK'S NOTE.—End of questions submittal by Mr. Robinson.]
Mr. ADDABBO. Mr. Hefner.
Mr. HEFNER. I have no questions, Mr. Chairman.
Mr. ADDABBO. Mr. Murtha.
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FEDERAL PAY CAP

Mr. MURTHA. Mr. Chairman, I do not understand this CBO take-
home pay. Is this the cash they get on the gross income?
Mr. DAVIS. Mr. Murtha, if you go through the table of gross

income, this assumes the 14.3-percent pay raise that is in this bill.
The gross income assumes that an individual has four dependents,
lives in Washington, D.C., and is living on the economy, is not in a
barracks someplace or quarters.
Mr. MURTHA. What I am asking is where does the cap come in,

the Federal pay cap at the higher level, the supergrade pay cap,
where does that come into play?
Mr. DAVIS. Currently you have to be three stars or higher?
General USHER. Two stars. On 1 October it will be one star.
Mr. MURTHA. These figures here would not be accurate at all

then because that is a $50,000 cap, is it not?
Mr. DAVIS. Base pay.
General TICE. Base pay only.
Mr. DAVIS. That is the base pay. So you have to move over to the

second column and the cap is where, on what?
General TICE. 0-7 this fall. Right now it is 0-8.
Mr. MURTHA. You are not in as bad shape in the service as they

are in the civilian economy, is that right, General?
General TICE. As far as the cap, I think it has greater impact on

senior-level civilian grade as opposed to the senior military.
Mr. MURTHA. Let me ask you about retirement. Do you have

people who are retiring from the armed services who are actually
making more money than they would make if they were working,
still on active duty?
General TICE. You mean because of the twice-a-year CPI in-

creases for retired--
Mr. MURTHA. Because of the cap.
General TICE. Not more than they would make on active duty,

but more than they would have made in the basic pay grade if they
continued to serve.
Mr. MURTHA. If they would have stayed on active duty and they

were capped, you actually have people who are retired who get a
twice-a-year cost-of-living that are making more money retired
than when they were working?
General TICE. That would be a very small number.
Mr. MURTHA. You do have people that is happening to?
General TICE. I think.
Mr. MURTHA. Just like we do in the civilian sector?
General TICE. The last count it was about 10 that would apply to.
Mr. DICKS. Ten in the military?
Mr. MURTHA. In all the military retired?
General TICE. Yes, sir.
Mr. MURTHA. And you have a number, I assume, that will be

moving toward that cap?
General TICE. If the pay raise this fall is increased, then, of

course, that is a possibility, except the bill before Congress this
year is to change the twice-a-year computation for retirees.
Mr. MURTHA. What I am looking at, General, as it is right now

that is what we have, once a year or twice a year. All right, there
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is no disincentive then with the cap affecting the military, the cap
does not affect the military in an adverse way; is that accurate or
is that inaccurate?
General TICE. I think there are problems when you have this fall

all one, two, three, and four stars drawing the same salary.
Mr. MURTHA. How many people would that involve?
General TICE. We have totally authorized 1,100 generals and

admirals, 1,119. That is 0.4 percent of the total officer force.
Mr. MURTHA. If this cap stays in place, all of them would then be

drawing the same?
General TICE. The same salary.
Mr. MURTHA. There would be no--
General TICE. The exception would be the Chief of Staff or CNO

who receives $3,000, or $4,000 a year personal money allowances.
Mr. MURTHA. So actually you are talking about then from the

CNO and Chiefs of Staff down clear through all flag level officers
will be receiving the same pay?
General TICE. That is correct.
Mr. MURTHA. Would you recommend removing the cap?
General TICE. Of course.
Mr. MURTHA. That is all I have, Mr. Chairman.
General TICE. But I understand the challenge you have, sir.
Mr. ADDABBO. Thank you very much, General. We appreciate

your testimony.
With the constraint of time we will have to place many questions

in the record. We ask you to expeditiously answer them.
General TICE. Thanks to your staff we had some advanced word

on some of these and we will provide these for you.
[CLERK'S NOTE.—Questions submitted by Mr. Addabbo and the

answers thereto follow:]

REGULAR MILITARY COMPENSATION

Question. The basis for military pay raises is regular military
compensation called RMC which includes only base pay, subsist-
ence and quarters allowances, and an estimate of the tax break on
the tax free allowances just mentioned. RMC is then compared
with civilian indices to come up with an estimate for a military pay
raise each year.
In the civilian marketplace, an individual's salary would auto-

matically reflect any extra pay for the demands of the job in terms
of skill or perhaps danger. Is it true that in comparing the civilian
salary to military salary you use only RMC and exclude those
portions of military pay in terms of bonuses and special allowances
that would be the military counterpart to compensation for the
extra demands of a particular job?
Answer. I would like to clear up some points with your prefatory

remarks. Regular Military Compensation, or RMC as it is common-
ly known, is not the basis of military pay raises. RMC was used
operationally only between 1967 and 1974, and even in that time
period it is questionable whether RMC could be characterized as
being the basis of military pay raises. Public Law 90-207, of 1967,
provided that whenever the General Schedule of Compensation for
Federal Classified employees was increased, a comparable increase
was to be effected by Executive Order in the basic pay of members
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of the uniformed services; however, the amount of increase in basic
pay was to be determined by equating RMC to General Schedule
Salaries and the whole of that increase implanted into basic pay.
Since basic pay amounts to about 75 percent of RMC, the percent-
age increase in basic pay had to be greater than the percentage
increase in General Schedule salary. For example, the 1967 salary
increase was 4.5 percent, while the basic pay increase was 5.6
percent. Public Law 93-419 put an end to this practice. That law,
which is the governing statute today, provides that military con-
tinue to be linked to civil service increases, but provides an entire-
ly different method; namely, that the elements of basic pay, basic
allowance for subsistence, and basic allowance for quarters each be
increased by the same percentage as General Schedule salaries.
This new method drops the operational use of RMC entirely. Even
extraordinary pay adjustments, such as the one proposed in H.R.
3380, are not computed on the basis of RMC.
I want to make clear that RMC was developed as a concept in

1961 to be a very rough comparison with civilian salaries and that
remains its function today. There is no one RMC per pay grade, or
even one RMC for pay grade and longevity step. There are many,
depending on dependency status, whether living on or off post, and
whether the individual can receive BAS reimbursements where
rations in kind are not available, or when assigned under emergen-
cy conditions to locations where no messing facilities are available,
and so forth. The computer print-out DoD makes available to Con-
gressional staffs is a simplified version, assuming all-cash BAS and
BAQ, and even that document is almost an inch thick. What I am
saying is that the aggregated average RMC's you are used to seeing
are not as simple as they appear, nor are they straight-forward
equivalents of civilian salaries. They are, as they were intended to
be, rough comparisons of those elements of military compensation
that are usually found in civilian salaries and that each military
member receives all the time. That is all RMC's were meant to be,
that is all they are, and I caution you against making undue use of
them. For example, if you vote a tax cut for the country, RMC's
automatically go down, and when you increase taxes, RMC's auto-
matically go up. But those are not necessarily reasons to increase
or decrease military compensation.
With regard to your specific question, the answer is, No. When

we compare the compensation of military test pilots and Civil
Service test pilots, for example, we know that the Civil Service test
pilot is a grade or two higher than the normal Civil Service pilot,
and that when he is performing unusually dangerous work—for
example, head-to-head aspect photography—that he gets an addi-
tional hazard differential. We always incorporate aviation career
incentive pay into the military compensation picture in such cases.
We do the same when analyzing any dangerous specialized or high-
technology intensive duty; indeed, such analyses form part of the
basis of special pay and bonus proposals we submit to the Congress.
The point, both for military and civilian pay, is that a relatively
small percentage of people fall in those categories, but for those
categories we do try to measure all extra compensation symmetri-
cally in order to ensure that military personnel don't pay an undue
financial penalty for the privilege of wearing a uniform. That is
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the basic philosophy underlying most of our special pays. You
speak of danger—potentially, every military duty is dangerous, and
that potentiality often becomes a reality, as we saw with the
Nimitz recently and in the Iran rescue mission a year ago. Military
service cannot always be usefully compared to the civilian labor
market place.

Question. In addition to the retirement system, medical benefits,
commissary privileges, etc., the GAO has determined that the extra
pay and allowances mentioned in the previous question represent
18 percent of the RMC. If these were included in the calculations
for military pay raises, is it not true that there would, indeed, be
no justification for any special pay increase for military personnel
this year?
Answer. No, it would not be true. These items are targeted to

special sub-groups of the military population. These sub-groups are
encountering manning, reimbursement and equity problems not
applicable to the force as a whole. Therefore, such items would
never be included in a general military pay adjustment. Basic pay
represents the common foundation on which we build the rest of
the compensation structure; it is predicated on the common mili-
tary function that all uniformed Service members are required to
perform. Special pays and reimbursements are targeted only to
those specific personnel in the specific circumstances intended to
be corrected by those items. While I cannot verify the GAO's
calculation, and have not done so, it seems a bit on the high side.
But regardless of the accuracy of the assumptions behind that
calculation and the resultant 18 percent, it is irrelevant to the
merits of enacting the items cited. Special items targeted to specific
groups are by definition unrelated to general pay raises or to
general RMC comparisons.

Question. Although not every military person receives the extra
pay items totaling 18 percent, many do. What percentage of the
military force receives compensation above and beyond RMC in one
form or another?
Answer. Potentially 100 percent, if you include as "extra pay"

the military benefit items, such as medical care, commissaries,
exchanges, etc. However, something less than 15 percent of the
force remains to be eligible for retirement, and medical care is
used less frequently by a relatively young and healthy force than
would be the case with a counterpart civilian population, while
only members with dependents can make a greater or lesser use of
commissaries. But probably every military member has used an
exchange at one time or another. So the answer is: Potentially 100
percent. If, however, you limit your question to cash special pay
and reimbursement items, obviously the number would be consider-
ably smaller. It would fluctuate depending on military needs and
deployments. Should our forces be drawn back to CONUS, the
number of personnel receiving such special items should be a net
decrease. If, on the other hand, we went to an alert-type deploy-
ment with larger numbers deployed overseas and at sea, the
number would increase.
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COMPENSATION FOR NON-HIGH-SCHOOL GRADUATES

Question. Representatives of all military services as well as the
Office of the Secretary of Defense have repeatedly stated before
this Committee that high school diploma graduates have about half
of the attrition rate experienced by those without a diploma. In
recognition of this qualitative difference, this Congress last year set
in law a ceiling in the number of non-high-school graduates that
could be recruited.

Isn't it true that the Department of Defense has thousands of
non-high-school graduates who would volunteer for military service
but for which no space is available?
Answer. First let me state that the services are not now enlisting

non-high-school graduates whose test scores are below Category III.
We believe the supply of the non-high-school graduate capable of
scoring in Categories I, II or III presently exceeds demands. Howev-
er, pay is not only a question of supply and demand but also
reward for the effort and risk which are equally expected from
non-high-school graduates as well as high school graduates.

Question. The Department has repeatedly emphasized the need
for military pay to be "comparable" to that received outside in the
civilian environment. Yet, the study in October 1979 by the De-
fense Department on pay comparability points out that because of
the incidence of non-high-school graduates in the military at the
junior levels, that difference between military pay and true compa-
rability may be insignificant since most DOD comparability com-
parisons assume everybody in the private sector is a high school
diploma graduate. Have you looked at this disparity since it was
pointed out nearly two years ago in a study by the Defense Depart-
ment itself?
Answer. The statement you are referring to in the October 1979

DoD Pay Adequacy Study was in the section on Age/Earnings
Profile comparisons. As you know from reading the report, we tried
to approach the issue of military pay adequacy from several differ-
ent angles. These included comparing military and civilian pay
increases since the inception of the All-Volunteer Force, looking at
the supply/demand situation, assessing what impact the discrepan-
cy between military and civilian spouse earnings have on the mili-
tary family standard of living, and comparing the earnings of the
military and civilian workers at similar age and education. We
simply pointed out in the study that at that time, if only age and
education were considered, the earnings of junior enlisted person-
nel did not compare badly with civilian workers, particularly when
account is taken of the non-high-school diploma graduates in the
military force. The problem with that type of comparison, and the
reason we don't think it particularly relevant for setting compensa-
tion policy, is that no consideration is made of the type of work and
the conditions under which the work is performed.

Question. The basic rationale behind the Department's request
for increased pay is because the all-volunteer force is supply con-
strained. This is not true, however, for non-high-school graduates
where the supply in fact greatly exceeds the demand. Why then
should non-high-school diploma graduates be awarded a "special"
pay raise for comparability since they may well be adequately or
overpaid already?
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Answer. Based on type of work, there is no conclusive evidence
that non-high-school graduates are overpaid. We believe that it
would be disastrous for morale to deny a military member a pay
raise simply because he does not have a high school diploma.

IMPACT ON MILITARY RETIRED PAY

Question. The Committee recently had a detailed hearing on
military retired pay and discussed with Defense witnesses the
impact that the sizable active duty pay raises of the all-volunteer
force has had on military retired pay.
Assuming for the moment that the Congress eventually passes a

"special" pay increase, why should it be included within the base
amount that is used to calculate military retired pay once the
individual leaves active duty?
Answer. Basic pay that an individual receives is compensation

for basic duties performed. Military retired pay is compensation
expressed as a percentage of active duty pay in recognition of
active service. To delink retired pay calculations from active duty
basic pay rates would establish a criterion that is unrelated to the
military duties actually performed. It would also be contrary to
accepted practice throughout retirement systems, both public and
private. Additionally, the "High-3" averaging of retired pay under
Public Law 96-342 reduces the effect of active duty pay raises for
future retired pay calculations. Further, to take such an approach
would interject an unstable influence into the retirement system.

Question. If, for example, 5.3 percent of the 14.3 percent increase
was not permitted to be used in calculating military retired pay,
the Congressional Budget Office has estimated that savings of $650
million on an accrual basis would be made each year. What would
you estimate the impact to be if this "special" pay raise of 5.3
percent was not included in the retired pay base in terms of impact
on recruiting, retention, etc.?
Answer. If the 5.3 percent pay raise were not included in the

retirement calculation it would have very little effect on recruiting.
The retirement system is not a strong recruiting factor. Retention
among mid-career personnel would suffer a modest decline in the
short-run. However, in the longer-run, such a change could be
significant. It would call into question the stability of the retire-
ment system, adversely affecting morale and retention. If this were
seen as a precedent for future pay raises, such a change could have
a particularly adverse effect on the retention of personnel with
more than 20 years of service. It would increase the incentive to
retire, because the retirement annuity would grow by the inflation
rate, as measured by the CPI, should they leave active duty.

TARGETING PAY RAISE

Question. The problem that the military services are currently
having with retaining individuals in selected critical skills is fairly
well documented.
Is it fair to say that to retain individuals with these skills will

require a different set of solutions than is required to retain a
large number of people with skills much less in demand in the
civilian market?

7'-552 - 81 -
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Answer. Of course, and the law provides the DoD with a number
of ways to deal with such problems. All of Chapter 5 of Title 37 is
devoted to means to help us deal with such problems. When the
means codified in Chapter 5 are inadequate, or the incentive
amounts ineffective, or when new sub-groups requiring special at-
tention come to our attention, we present legislative proposals to
the Congress to allow us to deal prudently with the problems. But I
would like to leave you with one thought. When we in common
parlance refer to "critical skills," we do not mean to imply that
military duties not falling under that term are somehow "non-
critical." All that the expression means is that, for whatever
reason, we are having manning difficulties in those particular mili-
tary duties, and need extraordinary means to correct these difficul-
ties. All military duties are important, particularly to our oper-
ations in wartime. If they weren't, we would try to delete them
from our functions and have them performed by someone else. I
want to emphasize to the majority of the force, who are not covered
by these categories, that they and their duties are equally impor-
tant to the attainment of our mission. It is important to me that
they understand this. Should a great majority of the force be
covered by the "critical skills" terminology, it would be the duty of
the Department of Defense to re-evaluate the basic pay table.

Question. How much do you estimate that a retention rate for
Air Force aircraft maintenance personnel, for example, will be
improved by a "special" increase of some 5 percent above inflation
which works out to be probably less than a thousand dollars a year
when people with the skill can get out of the service and double or
triple their pay immediately?
Answer. We do not have such an estimate at this time.
Question. According to the GAO the Army has too many materi-

al control and accounting specialists, material storage and han-
dling specialists, and behavioral science specialists. One reason
people with these types of skills stay in the services is because they
are generally paid more in the service than their age and occupa-
tion counterparts are paid in the private sector. Why should people
with these skills receive a pay raise next year that will be larger
than probably any other personnel either inside or outside the
federal government when they probably already earn more than
what the market says is fair compensation to begin with?
Answer. I would have to check with the Army and my own staff

to verify the accuracy of those GAO figures. Often there is another
side to the issue that is not considered by the GAO. But even if the
GAO charges are true, I believe that the answer to your question is
that military personnel, regardless of what duty they may be as-
signed at the moment, are not limited to that duty and that duty
only. I know from personal experience in the Army that some
enlisted personnel have three, four, or even five MOSs. In addition,
all military personnel, except those excluded by law, are required
to be able to fight, to participate in combat directly. That is why
international law draws a distinction between uniformed comba-
tants and non-uniformed francs tireur or partisans. That is also the
reason we have a uniform basic pay table, to recognize this basic
military function. Thus, unike the civilian who has one specialized
job and is not expected to perform beyond the limits of that job
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without extra compensation, the military member must be able to
perform a variety of military duties at times and places specified
by his commanders. It is this difference that invalidates the basic
assumption of your question; namely, that military and civilian
specialists are exactly alike. They are not, nor is the Service a
duplicate of a private corporation.

Question. During hearings on the fiscal year 1981 Supplemental
on April 6th, the Committee addressed the issue of military pay
increases with Deputy Secretary Carlucci.
H.R. 3380 includes a statement by the Armed Services in the

report that "It is the intent of the Committee that the increase
should be applied across the board". Yet, in the hearing before the
Committee, Deputy Secretary Carlucci stated that "I would agree
that military pay raise reallocation may be justified and we intend
to look at this issue very closely for the October 1, 1981 military
pay raise". Since the Secretary made that statement nearly two
months ago, what conclusions has the Department come to with
regard to the need for reallocation?
Answer. We continue to believe that some pay raise reallocation

may be justified and are pleased that H.R. 3380 contains the reallo-
cation authority that will enable us to target the raise if we consid-
er it necessary.

Question. The Deputy Secretary also stated that "We are particu-
larly concerned that the pay table contains the proper compensa-
tion incentive to encourage military personnel to seek the added
responsibilities that come with promotion." Do you feel that H.R.
3380 as reported improves the "compensation incentive" that the
Secretary felt should come with increased responsibilities?
Answer. H.R. 3380 gives us the flexibility to target the pay raise

to provide greater incentive for promotion.

NAVY POSITION ON MILITARY PAY INCREASE

Question. In testimony before the Committee, the Secretary of
the Navy stated that current methods of calculating comparability
were inequitable and that a new index should be used which com-
bines the professional, administrative, technical, and clerical
survey with the area wage survey in order to more accurately
reflect the Navy population.
The meeting concluded that this revised index shows that an 11.4

percent increase is required to return military pay to 1972 levels.
Has your office had a chance to review the Navy numbers to
determine if a 14.3-percent pay increase not only overstates that
Navy requirements but also overstates the other services require-
ments as well?
Answer. The 11.4-percent figure cited by the Navy is the increase

necessary to restore the 1972 relationship between military pay
and PATC/AWS pay as of October 1980. It does not include the
additional approximate 9.1-percent increase required for October
1981. If this increase were included, a total military pay raise of
over 20 percent would be required to restore to 1972 PATC/AWS
levels as of October 1981. Therefore, the 14.3-percent raise does not
overstate the Navy requirements but, in fact, falls short.

Question. While the CB0 estimates the disposable income, the
GAO has estimated that an E-7 with over 18 years of service as a
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total gross income of over $30,000 annually excluding the bonus or
incentive payments that he may receive. In terms of gross pay,
does a Washington, D.C., bus driver with 3 years of experience
make over $30,000 a year?
Answer. The $30,000 figure cited by GAO for an E-7 with over 18

years of service includes, in addition to RMC, valuations for retire-
ment, health care, commissary and exchange, and Government
FICA contributions. A Washington, D.C., bus driver with only 3
years of experience makes $21,310 a year, not counting overtime. I
do not have figures on the value of their fringe benefits, but if they
are included, I am confident that their total compensation package
would approach $30,000.

Question. The CNO has stated that his goal is 60 percent and 95
percent retention for second and third term reenlistments, respec-
tively. In March, the Committee was informed that these rates
were in fact at 59.1 percent and 93.6 percent already and still
increasing. Again, wouldn't this tend to indicate that the problem
is not across the board but rather in specific areas.
Answer. In developing the 60 percent and 95 percent steady state

retention goals in fiscal year 1978, Navy critically analyzed its
readiness/compensation/retention problem to ensure adequacy of
mission fulfillment. The conclusion of this assessment was that in
order to grow the enlisted force structure to 488K total strength by
the end of fiscal year 1986 (28.4K or 6 percent from end fiscal year
1980), and to put Navy into a position to eliminate the petty officer
shortfall within nine years, Navy would have to sustain retention
rates of 44 percent first term, 60 percent second term and 95
percent third terms. The assessment also concluded that compensa-
tion relief would be required to sustain these retention rates.
Since the development of these rates, Navy has aggessively ex-

amined its mission/readiness requirements and concomitantly, its
shipbuilding program and concluded that it is necessary to grow its
force structure to 600 deployable ships. Inherent to growing a 600
ship deployable force, is the necessity to man this force. Between
now and end fiscal year 1987, Navy will be embarked on an ambi-
tious program designed to improve readiness on existing fleet units,
to man a Navy growing from 484 to 546 deployable ships to create
the base for manning a 600 deployable ship force. In order to
achieve satisfactory quantitative manning levels, Navy enlisted end
strength will grow to 540K by end fiscal year 1987 (80.5K or 18
percent). This growth is substantially greater (283 percent) than
that envisioned in developing the 44 percent first term, 60 percent
second term and 95 percent third term goals. If Navy is to achieve
this quantitive end strength growth, Navy will be required to sus-
tain retention rates of 47 percent first term, 67 percent second
term and 98 percent third term. Navy believes that these retention
rates are achievable if a 5.3 percent real growth pay raise is passed
in fiscal year 1982, the Navy's proposed Selective Reenlistment
Bonus Programs are approved and a competitive posture with
PATC wage earners is maintained. From a qualitative perspective,
i.e., petty officer strengths, however, Navy will still fall substantial-
ly short of requirements. Navy is currently examining various
options as to how to substantially increase retention above that
described above in order to eliminate our qualitative (petty officer)
shortfall.
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Question. Just this past Friday, the Army delivered to the Com-
mittee a booklet entitled, "Army FY82 Manpower and Personnel
Budget Issues." Included in that booklet was a page addressing the
problem of pay compression between lower and middle ranked
enlisted personnel. For example, the Army points out that a soldier
with over four and less that six years of service who is promoted
from pay grade E-4 to E-5 will see a raise in basic pay of only
$21.00 per month. The Army correctly labelled this as an absence
of meaningful monetary incentives for promotion. The Army con-
cludes that the alternative appears to be for Congress to appropri-
ate funds specifically targeted on resolving pay compression."
H.R. 3380 which the Committee is considering today and the

report which accompanies it specifically states that it is the intent
of the bill that the recommended 14.3 percent increase not be
targeted. Does the Army position differ from H.R. 3308?
Answer. H.R. 3380 gives the President authority to reallocate up

to 25 percent of the basic pay raise by grade and longevity step so
the Army's position could be accommodated under the bill as
written.

Question. Since the Army states that the "solution is reallocation
of the annual pay adjustment by varying the percentage adjust-
ment for various grades", does the Department request that this
bill be amended to reallocate the pay raise in order to address the
compression problem?
Answer. No. By giving the President reallocation authority, we

can address the compression problem, if necessary, under the bill
as written.

RECRUITING, RETENTION, AND COMPENSATION

Question. The Congressional Budget Office has recently complet-
ed an analysis of the impact of some of the proposals for military
pay raises that have been under discussion in the various congres-
sional committees.

According to the Congressional Budget Office, military pay is
close to comparability with civilian pay when you count such newly
authorized benefits as variable housing allowance and various en-
listment and reenlistment bonuses. If these are included in the
calculations do you agree with this assessment?
Answer. Neither we nor the CB0 knows whether military pay is

close to comparability with civilian pay. However, we do not believe
it is appropriate to include elements such as the Variable Housing
Allowance and enlistment and reenlistment bonuses in overall com-
parability calculations. If we were to view the VHA as a pay raise,
we would have to look at pay raises reallocations into BAQ—which
would reduce housing additives such as the VHA and overseas
station allowances—as pay cuts. In fact, the DoD did reallocate part
of the pay raise in 1976 and 1977, but these actions have never been
viewed as widening the comparability gap. Similarly, we would have
to look at any reductions in overseas allowances (HA) as pay cuts.
Such a reduction was just implemented in Germany, with the
average E-5 giving up $492 annually—equal to about 4 percent of his
annual pay. If we were to include such changes in the comparability
process, we would have to provide a 4-percent larger annual increase
to offset this loss. Just as bonuses should only be considered when
comparing compensation for specific skills, station allowances should
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only be considered in comparing compensation at specific locations.
Only 34 percent of military people receive a VHA and another 6
percent receive HA, with the actual amounts received varying
widely by location. To include such allowances in comparability
comparisons would attribute a spurious compensation value that
most military members do not in fact receive.
[CLERK'S NOTE: The following answer was previously provided the

Committee:]
Neither we, nor the CBO, knows whether military pay is close to comparability with

civilian pay. I would agree that if VHA is included, increases in military RMC since
1972 are within about one percent of increases in PATC pay. But there is nothing
magic about PATC for determining comparability for military pay. As a matter of
fact, since the PATC covers only white collar workers, it is not representative of the
military force. If we look at some indices that include blue collar workers, military
pay lags considerably behind civilian pay even if VHA is included.

Question. The CBO accurately points out that the comparability
principle is probably of limited use in determining the appropriate
size and nature of any special pay since these calculations depend
critically on the index used to determine comparability. For exam-
ple, DoD could use an index for production workers or use what is
called the PATCI (pronounced PATSY) index. Shouldn't we look
beyond comparability and judge what pay changes are needed to
meet recruiting and career retention goals.
Answer. I agree that determining military pay policy should

incorporate considerations of both recruiting and retention goals
and pay comparisons with civilian workers. It was precisely these
considerations that led us to conclude that a substantial increase in
military pay is justified. We were, and are, having recruitment and
retention problems. When this is combined with the fact that mili-
tary pay raises have lagged civilian pay increases, the weight of
evidence is clearly there for an increase in military pay.
In the long run, our recruiting and retention goals can be met

only if we maintain overall pay comparability with the private
sector. It is true that the comparability index used is critically
important in determining the size of the annual increases. Howev-
er, our studies have indicated that the proposed 14.3 percent PATC-
based increase is the most conservative result yielded by any pri-
vate sector pay index. Any other index besides PATC would indi-
cate a requirement for an even larger raise.

Question. It is interesting that the Department persists in return-
ing to fiscal year 1972 as representing the "correct" pay compara-
bility level. Since that was done without any historical experience
for an all volunteer force, it was necessarily an educated guess.
Why shouldn't we make use of the experience we have had in the
past nine years and take a year for which recruiting and retention
were satisfactory and use that as a basis for figuring compara-
bility?
Answer. Since there is no precise answer to the question of

"correct" pay comparability, it is fruitless, I believe, to quibble
about whether 1972 or any other year should be used for the
comparison base. We are convinced that a pay raise in about the
14- to 15-percent range is justified. Our justification for that does
not rest upon an adherence to a certain base or a particular
civilian index to measure against. We used 1972 as a base year only
for the purpose of providing us a rough guide in making a judg-



37

ment about the magnitude of what the military pay raise should
be.
Based on our experience over the last nine years, recuriting and

retention statistics were satisfactory for each year in which the
1972 standard was maintained. Recruiting and retention began to
decline only after the first pay cap was imposed in 1975.

Question. The GAO and the CBO have both found that even
without a special pay increase in October, the number of career
enlisted personnel would increase in each of the services over the
next five years. For example, the CBO estimates that by the end of
fiscal year 1982, the enlisted career force will be about 32,000—or 4
percent—above its 1980 level. By the end of 1986, the career force
will have grown by 114,000-15 percent—above the 1980 levels. Do
you agree with this estimate?
Answer. The CBO projections fall at the upper range of our own

projections. Note that our projections and, I believe, those of the
CBO assumes full comparability raises each year.

Question. If the Committee accepts the CBO and the GAO esti-
mates on careerist increases as correct, this raises a significant
question as to the need for any special pay increase even for
middle and senior enlisted personnel since in total there will prob-
ably not be any shortage. What gets masked by this analysis,
however, is that there will be some shortages in particular skills
and overages in others. Isn't the proper conclusion, given these
facts, that the Congress should target special pays and reenlist-
ment bonuses to specific areas rather than provide substantial
across the board pay raises to all enlisted military personnel?
Answer. It does not follow that, because the range of our projec-

tions encompass the estimates of the CBO for career growth, there
is no need for a special pay increase. First, the CBO estimates fall
into the very upper range of our estimates. We estimate that
career growth, by the end of fiscal year 1982, will range from
6,000-33,000, relative to the career content at the end of fiscal year
1980. Second, there was a shortage in the career force in 1980, and
there is a shortage, in the aggregate, today. Furthermore, the
requirements for careerists is likely to grow significantly over the
1980's. Third, our ability to recruit new-entrants into the enlisted
force will decline over the 1980's along with the shrinking popula-
tion of recruit-aged males. Even if we were anticipating a stable,
rather than an expanding, force size over the 1980's we would want
to increase retention in the career force in order to reduce our
demand for recruits.

Question. It has also been pointed out that the only real problem
with officer personnel is retention concentrated in a few specific
skills such as nuclear trained personnel. Doesn't this also argue
against large across-the-board pay increases for officers?
Answer. No. We have highlighted our more acute problems in

manning officer requirements, such as in the aviator, nuclear
power, and engineering communities. To address these problems,
we have introduced compensation initiatives to put us in a more
equitable competitive position with demands for these same re-
sources in the private sector. However, it would be wrong to
assume by these actions that the other officer communities do not
require adjustments to their basic levels of compensation to keep
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pace with the private sector as well. We cannot afford to ignore
compensation requirements of the larger segment of the officer
force without the risk of incurring the same kind of problems that
are already upon us in the acutely critical skills. We have begun to
reverse the trend in overall career officer retention through im-
proved compensation approved last year. It would be a waste to
ignore that momentum and let the trend slip back in the other
direction.

Question. The CB0 and the GAO have both also concluded that
the Navy, the Marine Corps, and the Air Force should not face
serious recruiting problems in 1982 either in terms of quality or
quantity. Is this true?
Answer. Given the requested recruiting resources for fiscal year

1982 and no major change in the economy, we expect the Navy,
Marine Corps and Air Force to achieve their fiscal year 1982 re-
cruiting goals. However, in fiscal year 1982, these Services must
build an adequate delayed entry program for fiscal year 1983 when
recruiting will become more difficult.

Question. The CB0 estimates that about 60 percent of the Army's
male recruits will hold high school diplomas in 1982. If the Army
does fail to meet the 65 percent goal set in law by the Armed
Services Committees, the Army would have to reduce its recruiting
objectives by approximately 12,000 men and fall short of its end
strength goals in 1982. What is your current estimate as to the
ability of the Army to indeed meet these goals contained in the
fiscal year 1982 budget request?
Answer. Given a continuation of the 35-percent constraint on

male non-high school graduates and the 25-percent cap on Category
IV enlistments, the Army is expected to have the most difficult
time in achieving its NPS enlistment requirements for fiscal year
1982. It is possible that the Army could fall short as much as
indicated by the CBO. In fiscal year 1983, the challenge facing the
Army will be even greater with a continuation of the 35-percent
cap on non-high school graduate males and lowering of the Catego-
ry IV constraint to 20 percent. Given the proposed bonus program,
and a 14.3-percent pay raise, the Army should be able to meet its
fiscal year 1982 non-prior service accession requirements and build
a good delayed entry program for fiscal year 1983.

Question. Is it true that Army recruiting problems do not occur
across-the-board but rather tend to center on the combat arms
skills?
Answer. Meeting the Army's combat arms quality and quantity

recruiting requirements is more difficult than meeting the non-
combat arms requirements.

Question. There have been several recent studies, which indicate
that the Army may need to gradually increase its enlisted strength
by as much as 100,000 personnel over the next five years if it is to
meet its force structure requirements. If this growth is to take
place, the CB0 projects that only 44 percent of male recruits would
likely hold high school diplomas in 1986 if the current test score
constraints were maintained even if military compensation main-
tains comparability over that time period with the civilian sector.
Does this mean that the Army problem can't be solved simply by
large additional pay increases?
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Answer. We don't believe the Army's potential problem can be
solved simply by large additional pay raises. Growth in enlisted
strength requirements must be met by all sources of manpower,
stressing the need to minimize the requirement for male non-prior
service enlistments while not compromising combat effectiveness
and readiness needs. Meeting the Army's non-prior Service male
enlistment requirements will remain a major challenge for the All-
Volunteer Force during the 1980's. It will take a combination of
pay increases, bonus funds and possibly, educational benefits to
meet the challenge. It will also require establishment and sustain-
ment of a climate positive toward military service not only as a
place one can find pecuniary based benefits but also a place one
can honorably serve his country.

Question. The Congress has been discussing an additional 5-per-
cent increase for military personnel either this summer or perhaps
in addition to the requested 9-percent pay raise this fall. The CBO
looked at two options with regard to this additional "special" 5-
percent pay raise: Option one would be an across-the-board in-
crease and option two would just be a raise for middle and senior
enlisted personnel. It is interesting to note that the CBO estimates
that the targeted pay raise would save a billion dollars a year in
direct pay costs and an additional half a billion dollars a year in
accruing retirement liabilities and yet still add 90 percent of the
careerists that will be added from an across-the-board increase.
Additionally, because of the increased number of careerists, the
graduated pay raise would enable the Army to recruit only 2
percent fewer high school diploma graduates than it would be able
to with an across-the-board additional 5-percent increase. Doesn't
this argue that an across-the-board increase is not only unneces-
sary, but would waste $1.5 billion a year without really improving
either the quality or quantity of military personnel?
Answer. I am not familiar with the CBO options. However, if the

targeted pay raise eliminated the increase for first term personnel,
it is not difficult to understand why it would cost less. Personnel
with less than four year of service constitute about 55 percent of
the enlisted force. Also, any pay raise which does not include
officers, will, of course, cost less than one which does.
One of our major problems over the next few years will be

recruiting, especially in the Army. I do not understand how this
option, which reduces accession demand by less than an across-the-
board raise, and results in lower starting pay for recruits, will not
have a significantly weaker effect on recruiting than an across-the-
board raise.
The effect on the morale and motivation of officers and first

termers must also be carefully considered. The ability to attract
qualified officers, especially those with engineering degrees, and
the ability to retain them would be adversely affected. Although
excluding some groups from an across-the-board pay raise may
appear to save some money in the short run, it is not likely to be a
free lunch.

Question. Do you agree that there is some merit in the targeted
pay raise proposal since it would move toward restoring the pay
differentials that were in effect between junior and senior enlisted
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personnel before the United States moved to the all volunteer force
in 1973?
Answer. There is the notion that the pay differentials existing

during the draft were the appropriate ones. This is not the case.
Career personnel were always volunteers so their pay was kept up
by competition with the civilian sector. First term pay, however,
was arbitrarily low. It did not serve the purpose of voluntarily
attracting recruits into military service.
There are places in the pay table where we would like to see a

greater differential between pay grades. It is not clear that the
differential that existed during the draft is the appropriate stand-
ard. Further, I would hesitate to endorse a proposal to alleviate
these problems at the expense of the junior enlisted force. Our
recruiting problems are likely to become sufficiently challenging
without reducing recruits' pay.

Question. Since the graduated or targeted raise is cheaper, the
services might have more latitude to increase special pays and
reenlistment bonuses which is probably the least expensive way to
meet shortages in particular skills in the first place. Do you agree
that special pays and bonuses are in fact better tools for alleviating
shortages and particular skills than are across-the-board pay
raises?
Answer. We agree that special pays and bonuses are better tools

for alleviating existing shortages in a few selected skills than are
across-the-board pay raises. We must be careful of carrying this
proposition to the extreme, however. Across-the-board raises are
necessary to prevent additional shortages from occurring. Further,
when larger and larger portions of an individuals pay become
contingent solely on the act of reenlisting rather than upon his
behavior after he reenlists, performance may suffer.

Question. Last year the Committee spent some time discussing
proficiency and speciality pays with Departmental representatives.
The CBO also has analyzed specialty pay as a tool to be targeted
for recruits needed in shortage skill areas. For example, the CBO
indicates that a program of specialty pays costing only $110 million
should allow the Army to meet both its numerical and quality
objectives by paying an additional $150 a month to selected re-
cruits. Have you reviewed this CBO proposal which seems rather
inexpensive to the Committee if it will indeed substantially address
the Army's recruiting difficulties?
Answer. This program would be a substitute for an expanded

enlistment bonus program. We are not familiar with details of the
CBO cost estimates. However, the $110 million sounds low as a
steady state cost. It does sound reasonable as a first year cost.

Question. Could the Army use the existing statutory authority
for proficiency pay as the vehicle for paying this specialty pay to
certain recruits?
Answer. The existing proficiency pay law was designed to com-

pensate personnel with specific proficiencies in selected skills. I
believe the intent of the law was to retain technically qualified
career personnel, not to recruit a broad general category of new
recruits.
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COMPARISON OF U.S. AND FOREIGN MILITARY COMPENSATION

Question. Last December the General Accounting Office pub-
lished an analysis of the military compensation systems of the
United States and five other countries, three of which also have
volunteer forces.

Australia, Canada, and the United Kingdom maintain their
armed forces on a volunteer basis. The GAO analysis compared the
relative military pay purchasing power for an E-1, an E-5, and an
0-4. The results appear to vary somewhat for each of these ranks.
For example, an E-1 in the U.S. military has about 30 percent
more purchasing power than his Canadian counterpart, but has
approximately 30 percent less than his Australian or British coun-
terpart. In other words the E-1 pay in the United States military
is, on average, roughly comparable to that received in the three
other all volunteer forces being analyzed, at least in terms of being
toward the center of the extremes. Is this correct?
Answer. The GAO very carefully labelled its study as prelimi-

nary findings. Therefore, the GAO study, while an excellent begin-
ning effort, was not considered the definitive final answer either by
GAO or by the Department of Defense. We have not attempted an
independent study of foreign compensation systems since our work
in 1976. Therefore, I have no reason to question the preliminary
GAO comparisons nor, on the other hand, can I endorse them
without an independent review by the DoD. Having said that, let
me make clear that the recruiting problems of our allies are differ-
ent from ours. First, their armed forces are much smaller, in some
cases smaller than our Marine Corps; thus, their recruiting prob-
lems, even on a per capita basis, are different. Second, the econom-
ic and social conditions of those countries affect their unemploy-
ment problems, and hence their recruiting problems, differently.
The gist of what I am saying is that while further analysis might
indeed confirm that entry enlisted pay levels are roughly compara-
ble, I am not sure what significance I would attribute to that fact.

Question. The story changes somewhat for an 0-4, who starts
anywhere from 30 to 45 percent below his Australian, Canadian,
and British counterparts in terms of purchasing power but because of
larger longevity increases passes his Australian and Canadian
counterparts by as much as 10 percent, and draws within 10 per-
cent of his British counterpart at the upper ranges of pay for an 0-
4. It would appear that there is not so much a difference in com-
pensation across the four countries as there is a difference in
approach, in that the United States appears to compensate its
junior 0-4 somewhat less than the other countries but believes in
substantially larger increases as the 0-4 gains experience in that
rank. The real problem appears to arise when looking at the data
for an E-5. For example, the junior E-5 in the U.S. Army has
anywhere from 30 to 90 percent less purchasing power than his all
volunteer force counterparts in the three other countries, and this
situation only improves slightly as he increases his experience as
an E-5 and the best he can eventually hope for is to be anywhere
from 25 to 40 percent below his counterparts in terms of purchas-
ing power as he becomes a senior E-5. In looking at this data for
E-1, the E-5, and the 0-5, doesn't this seem to indicate the problem
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in compensation is not across the board, but rather is for specific
ranks?
Answer. Let me repeat my caveats on the GAO study again. It is

a fine beginning effort, but it is not conclusive. Nor has the DoD
verified these data with independent analysis. However, even if
these data were correct, I would have to think carefully about what
policy significance I would attribute to them. The forces of these
allied nations are smaller than ours, and their social and economic
foundations are different. In addition, the theoretical basis for their
military compensation system, which is a military salary adjusted
by differentials for trades and professions, is radically different
from our own. Therefore, I would not necessarily arrive at the
conclusion implicit in your question. I do happen to agree that
greater rewards for grade and service are warranted, but this is an
intuitive reaction to our own system and is not affected much by
what allied nations do. But do not construe that remark as an
acquiescence to your implied conclusion that there is no overall
compensation problem. I happen to believe that there is a very
definite overall across-the-board, compensation problem.

Question. More and more of the compensation debate appears to
center around paying military personnel for the skills that they
have and therefore for the specific job that they must perform
rather than by the stripes on their sleeve. The GAO found that
Canada, United Kingdom, and Australia have established within
their volunteer military systems the use of different pay tracks for
different skill groupings. In other words, pay in the civilian private
sector requiring similar levels of skill, experience, and responsibili-
ty is linked to military salaries for similar positions. Would this
seem to be a reasonable approach to address some of your manpow-
er problems?
Answer. I do not agree that the central compensation issue is

limited to differential compensation for various military duties. On
the contrary, I happen to think that the central compensation issue
is one of developing a comprehensive military compensation doc-
trine that dovetails and supports our operational objectives and our
desired force characteristics. This is a very different problem than
military duty differentials linked to private sector skill differen-
tials. The latter issue is one aspect of the former, but it is by no
means governing. Yes, of course we have to consider it and have
done so for years, but not in isolation from other factors. You will
notice that I do not refer to military "jobs"; I refer to military
duties. A member of an armed force is not a civilian in uniform
limited to only one duty and one duty only. He must perform a
number of duties under conditions quite different from his civilian
counterpart. I do not subscribe to the theory that military service
is a "job" and that the proper role-model for the armed forces is a
corporation in the private sector. The major function of the armed
forces is to train and prepare for warfare, and this has no counter-
part in the private sector.

Question. As mentioned earlier, Australia, Canada, and the
United Kingdom all maintain their armed forces on a volunteer
basis, but have discarded pay and allowance structures similar to
the United States in favor of a taxable salary system. The GAO
found that their major reasons for converting to the salary system
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was that the previous pay and allowances systems lack visability
and were inequitable. Do you believe that there would be a sub-
stantial benefit by converting to a salary system as any number of
manpower studes and commissions have recommended over the
past several years?
Answer. No, I do not. The benefits alleged to be derived from

conversion to a military salary system are not persuasive to the
Department of Defense and never have been. The studies in ques-
tion are the First Quadrennial Review of Military Compensation of
1967, the Brookings Study by Martin Binkin of 1975, the "Military
Pay Muddle," the report of the Defense Manpower Commission of
1976, and the GAO report "Military Compensation Should Be
Changed to a Salary System" of 1977. On the other hand, the Third
Quadrennial Review of Military Compensation of 1977, the Presi-
dent's Commission on Military Compensation of 1978, and the
recent Brookings study by Martin Binkin in 1981, "Paying the
Modern Military," have all recommended improved versions of the
existing pay and allowances systems. It is true that the earlier
studies used the "visibility" argument as the main reason why a
military salary system would be preferable to the existing pay and
allowances system, and claimed that the material benefits to be
derived from combining four of the fifty-odd elements of the mili-
tary compensation system into a taxable salary would be improved
attraction, retention and motivation of manpower. However, such
claims were based on econometric projections grounded in very
uncertain theory. We know that our British and Canadian allies have
had problems with the military salary system, and have found that
even for their smaller forces military salary was not a panacea—
they had merely traded one set of compensation problems for an-
other. The Department of Defense is sure that some effects of
converting to a military salary system would be—
Permanent increased costs to the Defense budget of about $4

billion a year, depending on force size,
Increased mobilization costs of 25 percent to 33 percent, again

depending on force size, and
Degradation of military institutional values, an issue on which

the leadership of the Services feels very strongly. They believe, and
I agree, that a military salary system would further "civilianize"
the armed forces at a time when every effort is being made to
improve the morale, military cohesiveness, and operational effec-
tiveness of the Armed Forces.
Therefore, the Department of Defense concludes that such conse-

quences of transitioning to a military salary system are outweighed
by the costs and disadvantages of so doing.

Question. One area that may prove fruitful is differential pay
rates for longer term enlistments. For example, the United King-
dom varies enlisted salaries according to the length of the enlist-
ment contract. In France, which uses a draft, personnel who enlist
for three, five, and ten years are awarded increasingly higher
bonuses. From time to time there have been indications in the
press that the Department of Defense and OMB are considering a
somewhat similar approach for our services which would require
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much longer initial service commitment. What is the status of your
analysis in this area and what can you report to the Committee in
terms of a firm recommendation for lengthening the terms of
initial service commitments?
Answer. You are referring to the so-called "commitment pay"

the British use. We use this approach in our reenlistment bonus
and plan to incorporate it into our enlistment bonus structure if we
get the flexibility to be able to pay up to $10,000. Technically, we
have the authority to do this now under our $5,000 ceiling, but the
compression involved in such a small amount makes it infeasible to
do so. Given the authority to offer $10,000 bonuses and bonuses for
three year enlistments, we intend to offer larger bonuses for longer
terms of enlistment.

OTHER ITEMS CONTAINED IN H.R. 3380

Question. In addition to the 14.3 percent pay raise, H.R. 3380
includes several other compensation increases that the Committee
must address.
Included in the bill is an increase in the initial enlistment bonus

ceiling from $5,000 to a new maximum of $10,000 for a four year
enlistment. In addition, the bill as reported recommends that some
enlistees should be able to receive bonuses for enlistments of less
than four years. Do you have any comment on this provision?
Answer. The Services will be facing a more challenging recruit-

ing environment with an improving economy and decline in the
youth population. The Army especially will be facing a difficult
recruiting task as they need to dramatically increase recruit qual-
ity to meet their recruit requirements under the Congressional
constraints on enlistments. We need the more flexible bonus pro-
gram to attract more high test scoring high school diploma gradu-
ate recruits. We need both aspects of the requested bonus legisla-
tion, authority to pay higher bonus amounts (up to $10,000), and
authority to pay bonuses to three-year enlistees. Both authorities
will help expand the high quality recruit supply while enabling a
range of bonus payments to be offered in return for enlistments of
varying lengths in military occupations of varying attractiveness to
potential high quality recruits. The $10,000 maximum would be
offered in only a few of the most critically hard to fill skills and
only for four-year terms of service. We believe that the proposed
legislative changes along with educational benefits and appropriate
levels of pay will permit us to cost effectively achieve our high
quality enlistment requirements in the difficult 1980's.

Question. The bill also contains what is called an accession and
continuation bonus for engineering and scientific officers. The au-
thority would provide an accession bonus of up to $15,000 for a 4-
year obligation, and in addition, a continuation bonus of up to
$3,000 per year through 19 years of service. To what extent do you
believe this bonus will provide a solution to the Department's
scientific and engineering officer shortage?
Answer. I believe approval of the accession and continuation

bonuses for engineers will close the gap in compensation with
salaries paid in the private sector to the point where the Services—
especially the Air Force—will be in a more competitive position to
begin to make up their shortfalls.

•
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For example, the Air Force is currently over 1,000 short of its
requirements in engineers. The shortage is expected to grow unless
the compensation gap is closed. Consequently, it is imperative that
the bonuses be approved. Through judicious application, I believe
the shortage can be reduced to manageable levels by the end of
fiscal year 1982.

Question. The bill includes an increase for temporary lodging
allowances to permit reimbursement for living expenses actually
incurred by members and dependents while occupying temporary
quarters incident to a permanent change of station move with the
total payment not to exceed 4 days of expenses. This is the second
most expensive item in this bill requiring approximately $160 mil-
lion per year when fully implemented. In the fiscal year 1981 bill
and in the supplemental to be discussed in conference tomorrow
there are hundreds of millions of dollars provided for additional
PCS benefits. Would it not be wise to wait a year or two and
determine to what extent all of these additional payments accu-
rately reflect the cost of moving household goods and families from
one duty station to another?
Answer. Using commercially produced data and results of DoD

studies, we have documented the shortfall in reimbursements for
PCS expenses incurred by servicemembers. The GAO in its report
(OSD Case 5556) of December 1980, supported DoD conclusions and
recommended establishment of a Temporary Lodging Expense
(TLE).
DoD believes there is no need to wait to see what improvements

can be attributed to fiscal year 1981 and fiscal year 1982 benefits
because we know what PCS expense areas have not yet been ad-
dressed. We wish to emphasize that PCS "benefits" are reimburse-
ments for expenses associated with government direct moves. They
are a cost of the government's doing business and can hardly be
considered compensation.

Question. Finally, there are several smaller items authorized for
increases in hazardous duty pay, advanced payment for health
professions scholarships, environmental leave, emergency leave
and leave for consecutive overseas tours. These items total $33
million per year when fully implemented. Do you have any com-
ments you wish the Committee to consider when marking up these
items?
Answer. In my opening statement, I commented that many of

the items contained in H.R. 3380 are the same, or similar to legisla-
tive proposals that we have been working on and considering in the
Defense Department. As of this time we do not have a final Admin-
istration position on them.
[CLERK'S NOTE.—End of questions submitted by Mr. Addabbo.]
Mr. DicKs. I have a couple of questions.
Mr. ADDABBO. The gentleman from Washington has some ques-

tions for the record. Without objection.
[CLERK'S NOTE.—Questions submitted by Mr. Dick, and the an-

swers thereto follow:]
GI BILL

Question. General Meyer has testified strongly in favor of a
reestablished GI Bill and stated that investments in educational
benefits would yield the greatest possible return. If legislation,
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such as H.R. 1400 was enacted, do you still feel that the full 14.3
percent increase would be needed to meet recruitment and reten-
tion goals? If yes, answer the following. Are you saying a GI Bill
would not have a significant impact or that the 14.3 percent in-
crease will not meet objectives?
Answer. The Defense Department remains opposed to the enact-

ment of H.R. 1400 or similar legislation at this time, pending the
outcome later this year of the Congressionally-mandated education-
al benefits test. We are at this time unable to specify what "signifi-
cant impact" a GI Bill could have on recruiting. We believe there is
a good chance a GI Bill could hurt our retention efforts despite
features such as transferability of benefits. Making such a determi-
nation is the primary reason for the Congress' instructing us to
conduct the current test. We are confident that, with the informa-
tion which will become available to us later this year, we will be
able to design and recommend to the Congress an educational
benefits program that will contribute maximally to our recruiting
and retention goals.
The full 14.3 percent in compensation is necessary now in its

own right, independent of any action taken on GI Bill legislation.
The 14.3 percent increase is not designed simply to contribute to
our recruitment efforts. It is a matter of equity, in that it simply
honors the nation's commitment to our men and women in uniform
that was made when they volunteered to serve their country—the
commitment that military pay and benefits would be maintained at
levels competitive with civilian opportunities. The 14.3 percent in-
crease will simply restore the pay comparability that was allowed
to erode following the inception of the AVF.

Question. If Congress had to choose between a revitalized GI Bill
and the full 14.3 percent increase, which would better address the
most critical manpower problem identified by the Armed Services
Committee (which is Army recruitment) that will meet Congres-
sionally-imposed quality standards?
Answer. The Congress should not have to choose between a revi-

talized GI Bill and a 14.3 percent increase in compensation. They
are completely separate issues, in that one (the 14.3 percent in-
crease) is proposed as a matter of honoring the commitment made
to our volunteers at the time they joined, while the other (GI Bill)
will be an incentives program designed to meet certain specific
recruiting and retention problems in the AVF.
[CLERK'S NOTE.—End of questions submitted by Mr. Dicks.]
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INTRODUCTION

Mr. ADDABBO. The committee will now hear testimony this morn-
ing on H.R. 3380 from the General Accounting Office. The primary
witness will be Dr. Kenneth J. Coffey, who is the Associate Direc-
tor for Military Personnel.
Dr. Coffey, we welcome you to the committee, since this is your

first appearance here, and look forward to working with you in the
future. You have a prepared statement which discusses in idepth
the manpower and compensation problems facing the department,
which we will place in the record in its entirety.
I believe you have been here most of the morning and have

heard the testimony by department witnesses. I would appreciate it
if you would summarize for the committee your statement and
perhaps make any comments you feel appropriate as to the posi-
tion the General Accounting Office may have taken on any issues
that may have already been touched upon. Then we would like to
have an opportunity to ask you a few questions on H.R. 3380.
Dr. Coffey, you may proceed.
Mr. COFFEY. Thank you very much.
Before proceeding, I would like to introduce on my left Mr.

Vincent DiCarlo, Deputy Associate Director for Military Personnel,
and on my right, Mr. Jim Johnson, one of our senior staff mem-
bers.

GAO OPENING STATEMENT
Mr. Chairman, recognizing that the proposed increase is some 9.5

percent larger than the raise which has been proposed for the rest
of the Federal work force, the key question in our view is whether
these extra monies for military personnel can be fully justified
during these times of overall sacrifice and budgetary restrictions,
either on the grounds of military necessity or gross inequities.
Concerning military necessity, the reason most often cited by the

military for the extra level of proposed military pay is that this
higher pay is needed to reduce the outflow of experienced person-
nel from the armed forces. Whereas we recognize the seriousness of
such problems and accept the necessity for corrective action, the

(47)
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question is whether an across-the-board increase is the most effi-
cient and cost effective means to this end. Our reasons for opposing
the use of extraordinary across-the-board raises are, first, that the
size of the career force, since the advent of the all-volunteer force,
has grown so that in aggregate, it is larger today than it has ever
been in the past.
There are problems, though, within the career force. The first

problem could be called a grade and year of service imbalance. In
simple terms, it means that we have too many junior NC0s, those
with 5 to 12 years of service, and too few senior NC0s, those with
13 to 30 years of service.
The shortage in the senior NCO group is really a vestige of past

personnel experiences, primarily higher than normal attrition
during the Vietnam War years. In constrast, the attrition from this
group has not been abnormally high during the all-volunteer force
years.

If no pay increase whatsoever was granted, we could expect that
some 85 percent of the senior NCO group would stay in the service
until retirement. Therefore, if an increase is granted, it would
impact only on those 15 percent who will be leaving the service at
some time between now and their eligibility for retirement at 20
years.
In contrast, many more people leave during their years as junior

NC0s, between 5 and 12 years of service, and it is fair to assume
that an across-the-board raise would prompt an increase in the size
of this junior NCO force.
However, because this group is already larger than desired, and

because in future years, as this group ages, there are likely to be
too many senior NC0s, by increasing the size of the junior NCO
group at this time would really increase the size of future prob-
lems.
The second area where there are problems within the force con-

cerns what we could call skill imbalances, and in this area there
are really three types of problems I would like to cite:
The first concerns those areas that include people who possess

skills that are highly marketable in the civilian economy. These
are the people we hear most often about in discussions and in
reading newspapers, such as the Service Times and the like.
Second, are shortages in skills that are not marketable in the

civilian economy, but are generally thought of as being unpleasant
or unattractive.
Third, those skills or occupations which are really easy to fill

and which are generally in surplus because within the context of
having enough NCOs overall in aggregate, for every shortage cate-
gory there are categories where there are surpluses.
Concerning the first group, the services have many skills that

are technical in nature and require a sizable training investment.
These are the ones that are most often marketable in the civilian
economy, often at salary levels substantially exceeding those of-
fered by the armed services.
For example, a recent Air Force study indicated that it is short

about 3,000 E-5s through E-7s in 48 critical skills. These shortages are
primarily in sortie producing skills, skills that support the flying of
aircraft, such as avionics, aircraft maintenance, electronics special-
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ists and communications specialists, all skills that are highly mar-
ketable and generally in high demand in the civilian economy.
To retain individuals with these skills will, in our opinion, re-

quire a different set of solutions than required to retain people
without marketable skills.
For example, large monetary incentives, far beyond the 14.3

percent pay increase we are talking about, may be necessary.
Each service also has shortages in skills which are generally

thought of as being unpleasant or unattractive for whatever
reason, possibly because of an unpleasant working environment,
long family separations, or because it is a skill without any
demand in the civilian economy.
The Navy, for example, has a shortage of over 500 boiler techni-

cians. While being a boiler technician does not require a heavy
training investment, the working environment in the engine room
of a ship, particularly in those ships that are diesel-powered, is
unpleasant and not conducive for people staying in the career for a
long period of time.
The Army has a chronic shortage of people in combat arms

positions, skills that are both dangerous and without a civilian
occupation counterpart. Solutions to these problems obviously re-
quire an innovative set of solutions which would differ substantial-
ly from the kinds of incentives needed to keep people with market-
able skills.

Finally, there are some skill groups in all of the services which
are relatively easy to fill and which are in a surplus position.
These would include administrative clerks and other similar occu-
pations.
The Army, for example, has too many material control and

accounting specialists, material storage and handling specialists,
and behavioral science specialists.

Incidentally, one reason people with these types of skills stay in
the services is because they are generally paid more in the service
than their age and occupation counterparts are paid in the private
sector.
A major problem facing the services then is how to get people

into the skills and keep them in the skills where they are needed
most.
Would an across-the-board pay increase accomplish this goal? In

our view, the answer is doubtful. Much more likely the raise would
impact to a greater extent on those service personnel with the
least marketable skills on the outside. Whereas the October 1980
pay raise of 11.7 percent has improved overall retention rates, it is
unclear whether the increased retention has been among critically
short skills or from among those groups that are already in sur-
plus. Before another large across-the-board increase is authorized,
we believe that the probable impact on the skill imbalance problem
needs to be determined, and if such a task was undertaken, it is
our view that the results would indicate that the across-the-board
approach would not contribute significantly to the resolution of the
problem.
The second major reason offered by the Administration for the

extraordinary pay increase is the necessity to restore pay compara-
bility between military personnel and their civilian counterparts.
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Comparability is an extremely complex matter, and I will not
take the time to get into the technical aspects. However, let me
described briefly what the current situation is in this regard and
hopefully clear up some confusion that seems to exist in the minds
of some as to what comparability means in the context of existing
legislation.
Throughout the current debate on the proposed pay increases, we

have heard and read a great deal about the fact that military pay
has not kept pace with inflation. We have also heard people say
that the consumer price index is a measure of inflation, and is a
guide by which to measure whether comparability has been main-
tained. This definition of comparability is not consistent with exist-
ing legislation.
The key element in the legislation is that military salaries are to

be kept comparable with private sector salaries, not inflation, and
this has been done by tying military salaries to Federal civil serv-
ice pay raises which in turn are based on the results of the annual
professional, administrative, technical and clerical pay survey, the so-
called PATC index.
While regular military compensation, the military equivalent to

civilian salary, has fallen below the PATC amount, about 4 percent
according to Defense's calculation, by less than 1 percent by other
calculation, these comparsions neglect to consider several other
military pay items not included in the basic pay package which
have increased at a greater rate during the past several years.
In aggregate, these special pays and allowance items are worth

an extra 18 percent in compensation, a substantial amount which
should be taken into account when considering the concept of
comparability.

Obviously, some service members receive several of the addition-
al pay items and some, particularly those at the lower grade levels
living in the barracks, receive none. Unfortunately, the services do
not have data available to give a composite picture of how many
are receiving which pay items, but our guess is that a small per-
centage of members, particularly those in the career force, do not
receive at least one or more of these pay additions.
What, then, are some possible alternatives to extraordinary

across-the-board pay raises? We believe that a key to solving many
of the services manpower problems is to manage each skill individ-
ually and to tailor specific solutions to specific problems. In this
way, the services could address shortage problems caused by com-
petition from the private sector and by being unable to keep people
in unattractive or unpleasant occupations.
Management by skill would also help the services deal with

manpower surpluses where they exist.
For example, for those skills which are highly marketable in the

private sector, the services could consider such things as more
vigorously pursuing their recruiting outreach programs aimed at
enlisting prior service members already trained in critical skills.
This may require more liberal policies concerning bonuses for prior
service members and restoration of rank. They could also provide
sufficient attractions in terms of lucrative bonuses or extra pay
contracts to keep senior NCOs in critical skill shortages beyond the
traditional 20-year retirement point. This may require some job

•
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restructuring to put these people who are now mostly supervisors
back on the production line.
For those skills which are not highly marketable but which are

short because the jobs are undesirable or unattractive, the services
might consider such things as providing variable career track op-
tions so people who would enlist or re-enlist in the unpleasant
occupations would then be guaranteed retraining and service in a
more lucrative and rewarding area field.
They could also consider returning to a policy of selectively

providing substantial and extended out placement training in a
civilian skill for people in military occupations which have no
private sector counterparts.
For example, 4-year enlistments, personnel, could spend the last

year learning a skill which would then be transferable to the
civilian economy.
For those skills already in a surplus position, there should be a

vigorous management program and emphasis should be placed on
things like retraining which should be required in order to allow
re-enlistments for those who are in surplus skills, we also could
limit future pay raises for such individuals until their pay levels
reflect the pay for these skills in the private sector.
Mr. Chairman, in summary, let me say that we at GAO are not

against pay increases for military members. We believe that each
service member, regardless of skill or occupation, should be afford-
ed a standard of living comparable with that of his or her peers in
the private sector.
However, we believe that in this period of major cutbacks and

belt tightening, when all of our citizens are being asked to sacri-
fice, when programs such as Social Security are being proposed for
major reductions, the Administration and the Congress should pro-
ceed very cautiously in providing an abnormally large across-the-
board pay raise to the military.

If the military is to be set up as a privileged class in our society,
we run the risk of a backlash which could ultimately undo all that
you and the Administration are trying to accomplish in strengthen-
ing the armed forces.
Although there are many compelling reasons being advanced by

the services in support of the 14.3 percent pay raise, we believe
that the weight of evidence supports the position that the extraor-
dinary portion of the pay package, that in excess of the 4.8 percent
being proposed for Federal civil servants, cannot be justified and
should not be authorized.
Not only do we believe that this approach would be far more cost

effective and palatable to taxpayers being asked to sacrifice in
other areas in order to provide the extra $2.9 billion needed for the
extraordinary portion of the proposed military pay raises, we also
believe that it is in the long-term interest of the services and the
nation.
We believe that any monies in addition to that required for a 4.8

percent across-the-board pay increase should be considered only on
the basis of addressing and hopefully resolving specific skill and
grade imbalance problems.
Mr. Chairman, thank you. My colleagues and I would be happy

to answer any questions you may have.
[The statement of Mr. Coffey follows:]
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Mr. Chairman and Members of the Subcommittee:

We appreciate the opportunity to be here to present our views

on the 14.3 percent military pay raise proposal contained in H.R.

3380--a bill to increase the pay and allowances of members of the

Armed Forces.

While the proposed October 1981 military pay raise is your

primary concern today, in order to put into proper perspective

our position on this or any other proposed across-the-board pay

raise, I would like to state that this issue is very much inter-

related with other manpower management and compensation issues

that we, and others, have addressed over the past several years.

These include (1) instituting a military salary system to

replace the antiquated and little understood pay and allowances

system, (2) adopting manpower management models tailored to the



needs of individual military occupations and structuring military

pay on an occupatilgnal basis, (3) problems created by requiring
A

the military to manage against year-end personnel strength figures,

(4) questions of whether the objective enlisted force composition,

with its years-of-service and rank/grade distribution, properly

state the Services' actual needs to provide the personnel for a

cost-effective force', and (5) reforming the retirement system so

that it would work for, rather than against, military manpower

objectives.

I recognize that what I have just recited for you is a broad

and far-reaching agenda of issues that have been, and continue to

need to be, addressed. While my specific focus today - is on the

proposed across-the-board pay raise, we are concerned that pay is

only part of the problem and, until these management issues are

resolved, the military will continue to experience manpower prob-

lems regardless of the short-term fixes it trys to apply. We

include the proposed 14.3 percent across-the-board pay raise in

the category of short-term fixes.

Let me emphasize here, to dispel at the outset any doubts

you may have about our basic position, we are not opposed to

pay increases for military members. We believe that each Service

member, regardless of skill or occupation, should be afforded a

standard of living comparable to that of his or her peers in the

private economy. However, beyond this minimum, we believe that

each skill should be managed individually and pay and benefit

packages tailored to attract and keep sufficient people to perform

these critical jobs. In other words, we do not see pay as an
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issue in and of itself to be looked at in isolation. Rather, we

see pay and the rest of the compensation package as a management

tool to be used to achieve specific mission-related goals and

requirements.

Recognizing that the proposed military pay increase is some

9.5 percent larger than the raise which has been proposed for the

rest of the Federal work force, which is based on a survey of

private sector earnings, the key question, then, is whether the

extra monies for military personnel can be fully justified during

these times of budgetary and program reductions either on the

grounds of military necessity or gross inequities.

Across-the-board pay raises 

On March 10, 1981, the President submitted to the Congress

the Administration's revised fiscal year 1982 budget. The Admin-

istration proposed a 5.3 percent pay raise for military personnel

in July 1981. If the 5.3 percent pay raise were enacted, the

military pay raise projected for October 1981--included in the

prior Administration's budget--was about 9 percent. These pay

increases were to be on top of an 11.7 percent across-the-board

pay rape which became effective last October. The 14.3 percent

across-the-board pay raise proposed in H.R. 3380 is essentially a

combination of the Administration's proposed July and October 1981

pay raises. The Defense Department has estimated that the 14.3

percent pay raise will add about $4.5 billion to the fiscal year

1982 Defense budget. This is about $2.9 billion more than would

be added by a 4.8 percent across-the-board pay raise--the

percentage raise being considered for Federal civil servants.
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The President's revised budget stated that the

across-the-board pay raises are needed to "reduce the outflow of

experienced personnel from the Armed Services."

In reaching conclusions as to the reasonableness of, or need

for, the proposed pay increase, I believe we need to examine more

carefully the nature of the manpower problems facing the military

and try to define them more specifically. This should enable us

to see more clearly whether the proposed across-the-board pay

raise will solve the problems or whether some other alternative

approaches might be more appropriate. In this regard, I would

like to examine with you what (1) the current career force profile

looks like and what short- and long-term impact the raises would

likely have on the career force, (2) military skills are in short

supply and what the likelihood: is that across-the-board pay raises

will correct skill imbalances, and (3) the civilian and military

pay differences are for comparable occupations.

Impact of pay raise on 
career force profile 

In spite of widespread perceptions about recent trends, the

fact is that the active duty enlisted force has been quite stable

in size since the beginning of the All-Volunteer Force. In fact,

during the 8-year period of the All-Volunteer Force, the military

Services have never been more than 1.5 percent below funded

authorized strength levels. As of the end of fiscal year 1980,

the Services has 99.9 percent of their authorized strength.



56

In addition to overall strength levels, the career force has

also remained quite stable. Since 1974, the Army career force

has increased by over 45,000 soldiers to a level where a record

40 percent of the force has over 4 years of service. The Navy and

Marine Corps career force has remained relatively constant, and

the Air Force career force has gone down somewhat in absolute

terms, but as a percentage of the total enlisted personnel, its

career force has also increased.

Therefore, in addition to maintaining a relatively stable

end-strength, in aggregate, he career force has also remained

quite stable, increasing somewhat both in absolute terms and as

a percentage of total enlisted personnel. The career force is

important because that is where the skilled technical people are.

As you begin to break apart the components of the career

force and look at those with 5 to 12 years of service and those

with 13 to 20 years of service, you begin to get a somewhat

different picture. Between 1972 and 1979, the number of people

with 13 to 30 years of service declined quite sharply to slightly

over 270,000. For the most part, this decline was caused by the

retirement of those personnel who had 12 or more years of service

during the closing years of the Vietnam War. Thus, much of this

reduction was a normal process of people leaving the Service after

a full career, rather than for dissatisfaction with pay or other

aspects of Service life.

At the same time, however, in the late 1960s and early

1970s, reenlistments among personnel with 5 to 12 years of
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service declined quite severely. Consequently, what we are seeing

now is not necessarily a mass exodus of senior NCOs as would

appear on the surface, but rather normal attrition from what is an

abnormally small cohort of senior NC05, the result of low reen-

listment rates in the group which had 5 to 12 years of service in

the early 1970s. Recognizing that about 85 percent of the

people who reach their 13th year of service stay for 20 years to

take advantage of the genereous retirement benefits and only a few

remain in the Service beyond 20 years, we believe that the pro-

posed pay raises would have only marginal impact on keeping more

senior NCOs in the Services.

On the other hand, in recent years, from about 1973 through

1979, the number of people with 5 to 12 years of service has

gone up rather sharply to about 470,000 in 1979. Assuming that

the continuation rates for this group remains at historical

levels, we can expect in the future to see a turnaround in the

numbers in the 13 to 30 years of service group with surpluses of

senior NCOs. This will likely happen whether or not added pay

increases are authorized and to the extent that across-the-board

pay raises cause people in the 5- to 12-year group to remain, it

could exacerbate the future 13-to 30-year manning problem.

Therefore, as we see it, one question that needs to be

answered is what impact will the proposed 14.3 percent pay raise,

or and other percentage raise, have on keeping in the Service

those people whom the Services need--the senior NCOs.
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On an aggregate basis, an across-the-board pay raise likely

would have very little impact on the current 13 to 30 years of

service group--the group receiving the most public attention--

since most of these people will stay

In contrast, however, the pay raises

people in the 5- to 12-year group to

than they otherwise would have, thus

until retirement anyway.

would probably influence more

remain in the Service longer

increasing the overall size

of the career force but likely causing an even greater surplus of

senior NCOs in future years than might otherwise result. Further,

we are not at all convinced that the across-the-board pay raises

will influence the right people--those needed to meet specific

manning requirements--to remain in the Service.

Impact of pay raises 
on skill shortages 

As we have seen, the active duty career force has remained

quite stable since 1973 and, on a aggregate basis, is fully

manned. So, what exactly are the manpower problems the Defense

Department hopes an across-the-board pay raise will help them

solve? Our discussions with Defense officials and analysis of

manpower documents indicate that the basic problem is not one of

gross numbers of people, but rather one of skill imbalances--

shortages in some skills or occupations and surpluses in others.

Even here, the problems vary from Service-to-Service, from

grade-to-grade, and from occupation-to-occupation. However,

they can generally be categorized as (1) shortages in skills that



59

are highly marketable in the civilian economy, (2) shortages in

skills that are not marketable in the civilian economy, but which

are generally thought of as being unpleasant or unattractive, and

(3) skills or occupations which are relatively easy to fill and

which are generally in a surplus position.

Each Service has certain skills that are quite technical in

nature, require a sizable training investment, and are also highly

marketable in the civilian economy--often at salaries which sub-

stantially exceed those offered by the Services. For example, a

recent Air Force study indicates that it is short over 3,000 E-5s

through E-7s in 48 critical skills. These shortages are pri-

marily in "sortie producing" skills--skills which support the

flying of aircraft--such as avionics skills, aircraft maintenance,

electronics specialists, and communications specialists. Many of

these skills are highly marketable in the civilian economy, par-

ticularly in the airline, general aviation, and electronics indus-

tries. The Navy also has shortages in skills that are highly

marketable, such as operations specialists, nuclear technicians,

computer technicians, and, to a lesser extent, machinist mates,

and radar and sonar technicians. The Army is short of air traffic

radar controllers, maintenance mechanics, and other skills of a

similar nature which are in demand in the civilian economy. To

retain individuals with these skills will, in our opinion, require

a different set of solutions than is required to retain people

without marketable skills. For example, large monetary incentives,
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far larger than the proposed across-the-board increases, along with

other tailored emoluments, may be needed to keep these people.

Each Service also has shortages in skills which are generally

thought of as being unpleasant or unattractive for whatever rea-

son--possibly because of an unpleasant working environment, long

family separations, or because it is a skill without any demand in

the civilian economy. The Navy, for example, has a shortage of

over 500 boiler technicians. While being a boiler technician does

not require a heavy training investment, the work environment--

in the engine room of a ship--is not generally pleasant, particu-

larly in diesel-powered ships. The Army has had a chronic problem

filling its combat arms positions--skills that are both dangerous

and without a civilian occupation counterpart. Solutions to these

problems will obviously require an innovative set of solutions

which may differ substantially from the kinds of incentives needed

to keep people with marketable skills.

Finally, there are some skills in all of the Services which

are relatively easy to fill and which are in a surplus position.

These would include administrative clerks and other similar

occupations. The Army, for example, has too many material

control and accounting specialists, material storage and handling

specialists, and behavioral science specialists. Incidentally,

one reason people with these types of skills stay in the Services

is because they are generally paid more in the Service than their

age and occupation counterparts are paid in the private sector.

One problem facing the Services, then, is how to get the people
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into the skills where they need them most. The answer is

obviously not by giving them more money to stay in the skills

where there are already surpluses. Rather, other solutions need

to be found to correct the skill imbalance problem.

In summary, on an aggregate basis, each Service is essen-

tially fully manned at their, authorized strength levels. However,

the mix of Skills and grades--which the' Services equate to experi-

ence--is out of balance with large surpluses in some skills and

equally large shortages in others.

The impact of the previous across-the-board pay raise on

overall retention and more specifically the skill imbalance prob-

lem also is still in doubt. Defense officials have testigied

that the 11.7 percent increase effective last October has improved

retention rates. Yet, they acknowledge that it is too early, if

not impossible, to tell how much of this increase can be attribu-

table to other significant benefit increases which were also pro-

vided at that time. Furthermore, although overall retention rates

may be up, the real question is did the pay raise help the skill

imbalance problem? So far, the Defense Department has not produced

any evidence to suggest that the October raise contributed to

solving this problem in any of the Services. In more specific

terms, has the increased retention been among those critically

short skills or has it caused response more from those groups

already in surplus? We believe that before another substantial

across-the-board pay raise such as the proposed 14.3 percent raise

is given, Defense should be required to answer these questions.
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Civilian/military pay 
comparability 

Secretary Weinberger has stated that the Administration is

committed to restoring military pay to the level of comparability

it was at in 1972 when the All-Volunteer Force began. Comparabil-

ity is an extremely complex matter, and I will not take the time

here to get into all of the technical aspects. However, let me

describe briefly what the current situation is in this regard

and, hopefully, clear up the confusion that seems to exist in the

minds of some--including those in the Pentagon--as to what compar-

ability means in the context of existing legislation.

Throughout the current debate on the proposed pay raises

being carried out in congressional hearings and the press, we have

heard and read a great deal about the fact that military pay has

not kept pace with inflation. We have also heard people say that

the Consumer Price Index, as a measure of inflation, is the guide

by which to measure whether "comparability" has been maintained.

This definition of comparability simply is not consistent

with existing legislation. Although keeping up with inflation may

have been a consideration when the existing military pay legisla-

tion was enacted, it was not as important a factor then as it is

today because at that time wages, in general, were increasing at

a faster pace than inflation. Therefore, the key element in the

legislation was that military salaries were to be kept comparable

with private sector salaries, not inflation. This was to be done

by tying military pay raises to Federal civil service pay raises,
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which in turn were to be based on the results of an annual

national survey of professional, administrative, technical, and

clerical pay. This survey results in a pay index commonly refer-

red to as the PATC index.

Comparability, then, means keeping up with private sector

pay, not keeping up with inflation. Since private sector pay, as

measured by the PATC survey, is not keeping pace with inflation,

military pay should not keep pace with inflation either.

While we 100-percent agree with and support recent statements

by President Reagan and Secretary Weinberger that military people

should be treated like first-class citizens, there is the danger

of tipping the scales too far. The problem with using inflation,

rather than an index of what private citizens are earning, as the

guide for determining pay comparability is that this then sets up

Service members in an abnormally rewarding situation. They would

then be one of the few groups of workers in the country who were

actually keeping up with inflation. While this is a desirable and

laudable goal, we believe that it is short-sighted and in the long-

term will only cause resentment against the military as a privi-

leged class in our society.

At the beginning of the All-Volunteer Force, regular military

compensation (RMC)--the military equivalent to a civilian salary--

and the PATC index started at approximately the same point, some-

what above the Consumer Price Index. RMC soon began to drop in

relation to the PATC index and continued to drop throughout the

1974 through 1980 time period. The reason for this was a series
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pay from increasing as much as the PATC index. RMC, however, did

not drop as rapidly as Federal civilian pay in relation to the

PATC index for two reasons. First, two components of RMC--basic

housing and subsistence allowances--are not subject to Federal

income tax, and, second, the October 1980 military pay raise was

unlinked from Federal civilian pay and exceeded Federal civilian

pay by 2.6 percent. The cumulative affect of the 1972 through

1980 pay raises and the proposed 14.3 percent military and 4.8

percent civil service pay raises on selected pay grades is illus-

trated in appendix I to this statement. This admittedly simplis-

tic comparison indicates that, with a 14.3 percent pay raise in

October 1981, regular military compensation will have increased by

well over 100 percent since 1972, whereas a 4.8 percent civilian

Pay raise will have increased civilian salaries by less than 75

percent in some cases for the same period.

While RMC has fallen below the PATC index by a minimal

amount--by about 4 percent after last October's pay raise according

to Defense's calculation and by less than 1 percent by other cal-

culations--I must point out that comparing RMC to the PATC index is

only part of the story. This simple one-to-one comparison for

military pay neglects to consider the many other pay and benefit

items which increases a military member's take-home pay. These

additional monies have grown substantially in number and value in

recent years, but particularly with the increases authorized by

the 96th Congress. These include:
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--Authority to pay a variable housing allowance to Service

members living off-base in the continental United States.

Service members living off-base at overseas locations

receive other housing and cost-of-living allowances.

--A 25-percent increase in aviation career incentive pay and

enlisted flight pay.

--A 15-percent increase in sea pay rates.

--Authority to pay reenlistment bonuses to personnel with

between 10 and 14 years of service.

--Family separation pay for E-4s and below.

--Authority to increase enlistment bonuses from $3,000 to

$5,000 and selective reenlistment bonuses from $15,000

to $20,000.

--Special pays for physicians.

--Career sea pay for officers and enlisted men.

--Overseas extension pay for members who extend their tour of

duty in designated overseas locations.

This is by no means an all inclusive list of the pay and

benefit items over and above RMC which are available to qualifying

military members and which should be considered when discussing

pay comparability. The following table, aggregated for all Serv-

ices will give you an idea as to the importance of the currently

authorized other pays in relation to the cash components of RMC

for fiscal year 1982.
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Billions 

Basic Pay $22.3

Basic Allowance for Quarters 2.7

Subsistence 2.7

Subtotal - Cash Component of RMC 27.7

Other Pays and Allowances 5.0

Total $32.7 

In addition to the estimated $5 billion for currently au-

thorized other pay and allowance items, an additional $265 million

in new or increased pays are proposed for fiscal year 1982 in H.R.

3380. So, as you can see, in aggregate, other pay and allowance

items represent a substantial amount which should be taken into

account when considering the concept of comparability. Even by

the Defense Department's own estimates, of the 4 percent difference

which existed between RMC and the PATC index after the October 1980

pay raise, perhaps as much as 3 percent was made up, in aggregate,

by the other pays. Thus, the real difference between the PATC index

and military pay is very small.

Obviously, some individual members receive several of the

additional pay items, and some, particularly those at the lower

grade levels living in the barracks, may receive none. Unfortu-

nately, the Services do not have data available to give a composite

picture of how many members are receiving which pay items, but

our guess is that a very small percentage of Service members, par-

ticularly in the career force, receive only RMC.

I have attached to this statement several tables which give

a more comprehensive picture of the major additional pay items

..

..
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which Service members receive, the number and percentage of people

receiving them, and the range of rates for these additional pays.

(See appendix II.)

I have also attached to this statement appendix III which

gives some actual examples to illustrate the impact these addi-

tional pay and benefit items have on total earnings for both offi-

cers and enlisted men. In addition, appendix IV shows the esti-

mated pay change for two critical Navy skills as a result of the

October 1980 pay increases. It shows that from fiscal year 1980

to 1981 a Navy E-5 operations specialist received about a 63 per-

cent raise and a submarine nuclear propulsion technician received

about a 30-percent pay raise.

One issue that often comes up when discussing the adequacy of

military pay is that of enlisted people using food stamps.

The large estimates of 100,000 to 275,000 eligible military mem-

bers, which surfaced last year, have been largely discounted, but

some people still use this issue to justify a large pay raise.

To put this issue into a little better perspective, I have

included as appendix V two estimates we made based on the Admin-

istration's proposed food stamp eligibility requirements. One

estimate, which assumes a 14.3 percent pay raise this October,

indicates that a maximum of about 4,700 members might be poten-

tially eligible. A second estimate, which assumes a 4.8 percent

pay raise--the amount proposed for Federal civiliar employees--

indicates that a maximum of about 14,550 members might be poten-

tially eligible. As I said, these are maximum estimates. Not

taken into account in making the estimates are:
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--Variable housing allowance received by over 90 percent

of Service members living off-base in the continental

United States or other household income such as spouses'

Income, special and incentive pays, and enlistment or

reenlistment bonuses, all of which must be considered

in determining individual eligibility.

--The estrmated 20 percent of enlisted members living over-

seas who are not eligible for food stamps by virtue of

not living in the United States.

Also, of those military families we estimated might be poten-

tially eligible for food stamps, over 90 percent live in Govern-

ment-furnished quarters. If the Agriculture Department counted

the value of compensation received in-kind in determining food

stamp eligibility, most of these people would not qualify for

food stamps. However, since income received in-kind is not cur-

rently considered by Agriculture, these people may be legally

eligible for, although not necessarily in need of, food stamps.

While a few low graded military families may be truly in need of

food stamps because of their large familites, we believe that

number is indeed very small and that food stamps should not be an

issue used to justify an across-the-board pay raise.

What are the alternatives to 
an across-the-board pay raise 

We agree that the military Services are facing some serious

manpower problems that need to be dealt with, but the question is

how to deal with them in the most cost effective and efficient
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manner. Some of the problems originated 8 to 10 years ago when

reenlistments were at an extremely low level. In our view, it is

highly unlikely that across-the-board pay raises will have much

impact on the current problems resulting from that period. Fur-

ther, we do not believe that an across-the-board approach is the

best or most efficient way to solve the skill imbalance problems

facing the military tervices. Not only.would such an approach

have little positive impact, there is a high risk that it would

only serve to make the situation worse in future years.

During the current debate on the military pay raise, various

proposals have been made to "target" the raise. We firmly sup-

port the concept of focusing the money to solve specific manpower

problems; however, most of the targeting proposals are to give a

different percentage increase to the various enlisted and officer

grade levels. While this idea has one advantage over an across-

the-board pay raise in that it would relieve the pay compression

which currently exists between a few grade levels, such targeting

would have little impact on what we see as a much more serious

problem--that of skill imbalance. Our concept of targeting is to

manage by skill or occupation group and to use pay as a management

tool to solve specific manpower problems.

As I mentioned earlier in my statement, we believe that

fundamental changes are needed in the way military members are

managed and paid. I did not address these fundamental changes

in detail; however, we believe that until some basic military

management concepts change--such as management by skill or
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occupation--and reforms are instituted with regard to both the

pay and retirement systems, the Congress and the Defense Department

will continue to face the dilemma facing us today.

We fully recognize that fundamental changes will not come

easily. Nevertheless, we believe that there are possible ways

the military can improve its present manpower situation which

would be more effective and less costly than an across-the-board

pay raise. The new Army Enlisted Force Management Plan has sug-

gested some ways to help overcome these manpower management prob-

lems. These include, among other things, (1) disassociating pay

and grade for certain technical and skill dependent fields, (2)

developing a program to selectively retain soldiers with 20-plus

years of service in shortage skills, (3) developing a system to

facilitate redistribution between Military Occupational Special-

ties to accommodate changing requirements, (4) using the promo-

tion system as a motivator for reclassification and retention,

and (5) using the retirement system to improve retention in crit-

ical skills.

In the past and today, promotion is too often viewed as the

principal means of compensating an outstanding soldier. This has

been to the detriment of the Services and the individual in the

senior NCO grade, by promoting the soldier out of his occupational

specialty and area of expertise and training investment. For this

reason, the Army also plans to investigate decoupling grades from

compensation and to rely more on performance and investment-based

pay. We support these initiatives.
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We believe that the key to solving many of the Services'

manpower problems is to manage each skill individually and tailor

specific solutions to specific problems. In this way, the Serv-

ices could address shortage problems caused by competition from

the private sector and by being unable to keep people in unattrac-

tive or unpleasant occupations. Management by skill would also

help the Services deal with manpower surpluses where they exist.

For example, for those skills which are highly marketable in the

private sector, the Services could consider such things as:

--More vigorously pursuing their recruiting outreach pro-

grams aimed at enlisting prior Service members already

trained in critical skills. This may require more liberal

implementation of the policies concerning bonuses for

prior Service members and restoration of rank.

--Increasing the use of tailored pay increases to attract

and retain people with critically needed skills.

--Developing specific skill management programs that would

include strategically-timed training programs to coincide

with reenlistment, a tailored promotion program which

would keep people in their skill rather than to promote

them out of it, and a benefit package that would be com-

petitive with the industry counterpart.

--Providing sufficient attraction, such as a lucrative bonus

or extra-pay contract, to keep senior NCOs in critical

skill shortages areas beyond the traditional 20-year re-

tirement point. This may require some job restructuring
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to put these people, who are now supervisors, back on the

production line.

For those skills which are not highly marketable, but which

are short because the jobs are undesirable or unattractive, the

Services might consider other incentive packages such as:

--Providing variable career track options to encourage people

to enlist or reenlist in specific unpleasant occupations.

For example, if a person signed up for 2 years in the in-

fantry, he would be given training for the second 2 years

in a career of his choice.

--Returning to a policy of selectively providing

"outplacement" training in a civilian occupation for people

in military occupations which have no private sector coun-

terpart.

--Making better use of post-service benefits to retain people

in unglamorous skills for additional Service.

Those skills which are already in a surplus position should

also be vigorously managed because, when the end-strength number

is the critical number being managed against for every skill

surplus, there must also be a countervailing skill shortage. Some

things the Services might consider in this area could include:

--More vigorously pursuing retraining programs for people in

surplus skills to get them into jobs where they are needed.

This could possibly be made a reenlistment requirement for

people who wish to reenlist in noncritical skills.
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--Selectively using severance pay and deferred annuities to

encourage untrainable people in surplus skills to leave the

Service.

--Again, developing specific skill management programs, but

for these skills, limit future pay raises until pay in

these occupations reflect the pay for these skills in the

private economy.

Mr. Chairman, let me say that we are not against pay in-

creases for military members. We believe that each Service

member, regardless of skill or occupation, should be afforded a

standard of living comparable to that of his or her peers in the

private sector. However, we believe that in this period of major

cutbacks and belttightening, when all of our citizens are being

asked to sacrifice and when programs such as Social Security are

being proposed for major reductions, the Administration and the

Congress should proceed very cautiously in providing a large

across-the-board pay raise to the military. If the military is

set up as a privileged class in our society, we run the risk of

a backlash which ultimately could undo all you and the Adminis-

tration are trying to accomplish in strengthening our Armed Forces.

In our opinion, any across-the-board pay raise in October

should be limited to the amount established by the PATC survey

and provided to Federal civil servants, currently projected to be

4.8 percent. Specific problems in recruiting or retaining

critically needed skills should then be addressed individually.

Not only do we believe that this approach would be far more
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cost effective and palatable to taxpayers being asked to

sacrifice in other areas to support the extra $2.9 billion pay

raise, we also believe that it is in the long-term interest of

the Services and the Nation.

In summary, I would like to paraphrase a recent editorial

which appeared in the March 27, 1981, Louisville Courier-Journal,

because I believe it very nicely summed up the manpower problems

facing the military. The editorial indicated that people are

beginning to believe more and more that, rather than across-the-

board pay raises, future raises should be tailored to attract and

keep people with critical skills. It went on to say that the

military has resisted such a move because this would mean that

some personnel with critical skills would be paid more than others

of the same rank.

As the editorial noted, rank is vitally important to the

military and should not be dismissed lightly. It is one tradition

that gives military organizations cohesiveness. However, it is

time for the Armed Services to face economic reality. The Serv-

ices must compete in the job market against industries that are

looking for the same kinds of people they are trying to recruit

and keep. This will mean that, increasingly, pay raises must be

targeted to meet shortages of people with specific skills. Across-

the-board pay raises may also occasionally be needed, but, more

and more, the Services need to manage their personnel structure

and pay policies on an occupation-by-occupation basis.

-
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Mr. Chairman, this concludes my formal statement. My

colleagues and I would be happy to respond to any questions you

may have.

-
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COMPARISON OF CUMULATIVE PAY INCREASES 

FOR SELECTED MILITARY AND CIVIL SERVICE GRADES 

The following is a simple comparison of cumulative pay

increases for selected military and civil service grades. It

shows that when comparing regular military compensation (RMC)--

generally considered the equivalent of a civilian salary--with a

comparable civil service salary, military pay increased at a

substantially higher percentage rate than civil service pay.

This comparison does not include numerous other pay items

which military members recieve, including:

--Variable housing allowance currently paid to 56.5 percent

of officers and 31 percent of enlisted members at average

rates ranging from $342 to $3,015 per year.

--Overseas station allowance currently paid to 23.8 percent

of officers and 22 percent of enlisted members at various

average rates ranging from about $100 per year to over

$7,800 per year.

--A wide variety of special pays and bonuses paid to about 25

percent of all service members. These special pays include

such things as (1) special physicians pay, (2) physicians

board certified pay, (3) additional retention pay for physi-

cians, (4) dentist, optometrist and veterinarian special

pay, (5) sea duty pay, (6) overseas extension pay, (7) pro-

ficiency pay, (8) enlistment bonuses--up to $5,000, (9) re-

enlistment bonuses--up to $20,000, (10) responsibility pay,

(11) diving duty pay, (12) nuclear officer pay, (13) career

sea pay, and (14) premium sea pay.
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• --A wide variety of incentive pays currently paid to about

31 percent of officers and 5 percent of enlisted members.

These incentive pays include: (1) flying duty pay, (2)

parachute jump pay, (3) demolition duty pay, (4) submarine

duty pay, and (5) flight deck duty pay.

The comparison also des not include a wide variety of other

benefits received f3y military members which are not available

civil servants, including:

--Free health care for the member and, depending on avail-

ability, free health care for dependents.

--No contribution to retirement which is available upon

completion of 20 years of service at 50 percent of basic

pay. (Civil service employees contribute 7 percent of

gross pay, and generally must complete 30 years of service

before being eligible for retirement.

--Commissary and exchange privileges.

The selected grades depicted below are for illustrative pur-

poses only, and do not indicate work difficulty or grade level

relationships between military and civil service grades.

RMC 1/
% Increases % Increases
In RMC 2/ Salary In Salary 2/

E-3 (Under 2 Years of
Service, Family Size 1) GS-3, Step 1

1972 $ 5,731 - $ 5,828 -
1974 7,020 22.5 6,764 16.1
1977 8,220 17.1 7,930 17.2
1980 10,593 28.9 9,766 23.2

3/1981 12,164 14.8 10,235 4.8

Cumulative increase 112.2 75.6
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% Increases

APPENDIX I

% Increases
RMC 1/ In RMC 2/ Salary In Salary

E-7 (18 Years of
Service Family Size 4) 05-7, Step 10

1972 $11,245 - $11,771 -
1974 13,412 19.3 13,679 16.2
1977 16,007 19.3 16,035 17.2
1980 20,435 27.7 19,747 23.1

3/1981 23,535 15.2 20,695 4.8

Cumulative increase 109.3 75.8

1972

0-1 (Under 2 Years of
GS-7, Step 1Service, Family Size 1)

$ 8,772 - $ 9,053 -
1974 10,135 15.5 10,520 16.2
1977 12,009 •18.5 12,336 17.3
1980 15,372 28.0 15,193 23.2

3/1981 17,755 15.5 15,922 4.8

Cumulative increase 102.4 75.9

0-4 (12 Years of
Service, Family Size 4 05-13, Step 2

1972 $18,213
1974 21,324
1977 25,400
1980 32,515

3/1981 37,679

-
17.1
19.1 -
28.0
15.9

$19,362
22,543
26,889
33,116
34,706

-
16.4
19.3
23.2
4.8

Cumulative increase 106.9 79.2

0-6 (26 Years of
Service, Family Size 4) GS-15, Step 10

1972 $28,496 - $33,260 -
1974 33,743 18.4 36,000 8.2
1977 40,525 20.1 47,025 30.6
1980 52,274 29.0 50,112 6.6

3/1981 60,584 15.9 52,517 4.8

Cumulative increase 112.6 57.9

0-7 (20 Years of
Service, Family Size 4) GS-16, Step 3

1972 $32,542 - $31,656 -

1974 38,542 18.4 36,000 13.7

1977 46,639 21.0 45,251 25.7

1980 60,078 28.8 50,112 10.7

3/1981 69,234 15.2 52,517 4.8

Cumulative increase 112.8 65.9
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Footnotes 

1/ Regular Military Pay (RMC) is the sum of basic pay, quarters
and subsistence allowances, and the tax advantage which accrues
because allowances are not subject to Federal income taxes.
Not included in RMC are the numerous tax benefits provided by
the various States.

2/ The percentage increase compares each year with the preceding
year listed. The cumulative increase compares 1972 with 1980
subsequent to the October 1980 pay raise.

3/ The figures are based on the assumption that the October 1981
pay raise will be 4.8 percent for civilian employees and 14.3
percent for military personnel, except that basic pay for
military personnel will be limited to the rate of basic pay
for level V of the Executive Schedule which is estimated to
be $52,517 with the scheduled 4.8 percent pay raise.

79-552 0 - 81 - 6
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Table 1
Addition to RMCList of Major Pay Items in

Air Force - Officers

Range of
1/ Rates 2/Number

Percent of
Officer Force

Number of Officers 101,209 100.0

Variable Housing 60,576 59.9 $629 to $1,581

Allowance

Incentive Pays 38,664 38.2

Flying Duty Crew Members 37,223 $1,500 to $3,675

Flying Duty Noncrew 1,100 $1,320

Members
Parachute Jumping 55 $1,320

Demolition Duty 100 $1,320

Other Incentive Pays 186 $1,320

Special Pays 11,367 11.2

Variable Special 3,574 $6,636

Physicians Pay
Board Certified Pay 1,425 $2,572

(Physicians)
Retention Additional 2,864 $9,221

Special Pay (Physicians)
Incentive Medical Special 500 $6,844

Pay
Dentist Special Pay 1,520 $2,420

Dentist Continuation Pay 1,088 $7,879

Optometrist Special Pay 176 $1,200

Veterinarians 220 $1,200

Station Allowance, 28,715 28.4

Overseas

Cost-of-Living Overseas 7,568 $1,069 to $2,091

Allowance
Overseas Housing Allowance 6,785 $1,029 to $7,803

Temporary Lodging 14,362 $371

Allowance

NOTE: Footnotes on page 37.
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Table 2 
List of Major Pay Items in Addition to RMC 

Air Force - Enlisted 

Number of Enlisted

Number
Percent of

Enlisted Force
Range of

1/ Rates 2/

473,985 100.0

Variable Housing 171,873 36.3 $682 to $1,442
Allowance

Incentive Pays 13,560 2.9

Flying Duty Crew Members 9,900 $732 to $1,572
Flying Duty Noncrew 1,425 $660

Members
Parachute Jumping 650 $660
Demolition Duty 1,100 $660
Other Incentive Pays 485 $660

Special Pays 86,781 18.3

Duty at Certain Places 51,300 $96 to $270
Diving Duty 3 $780
Sea Duty 5 $192
Overseas Extension Pay 1,167 $600
Proficiency Pay Shortage 82 $600 to $1,200

Specialty
Proficiency Pay Special 4,153 $600 to $1,200

Duty Assignment
Reenlistment Bonus 2,280 $500 to $1,300
(Regular)

Selective Reenlistment
Bonus 24,829 $1,391 to $16,000

Enlistment Bonus 2,962 $1,278 to $5,000

Station Allowance, 155,012 32.7
Overseas

Cost-of-Living 47,385 $753 to $1,335
Singles Cost-of-Living 24,933 $320
Housing Allowance 35,943 $1,130 to $2,923
Temporary Lodging 46,751 $350

Allowance

NOTE: Footnotes on page 37.
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List of Major Pay
Table 3
Items inAddition to RMC

Army - Officers

Range of
1/ Rates 2/Number

Percent of
Officer Force

Number of Officers 99,857 100.0

Variable Housing 44,758 44.8 $342 to $3,015

Allowance

Incentive Pays 16,510 16.5

Flying Duty (Commissioned 7,908 $1,500 to $3,672

Officers)
Flying Duty (Warrant 5,533 $1,500 to $3,000

Officers
Flying Duty - Noncrew 265 $1,320

Members
Parachute Jumping 2,640 $1,320

Demolition Duty 162 $1,320

Other Incentive Pays 2 $1,320

Special Pays 13,454 13.5

Variable Special 4,711 $6,497

Physicians Pay
Board Certified Pay 2,001 $2,909

(Physicians)
Retention Additional 3,372 $9,297

Special Pay (Physicians)
Dentist Special Pay 1,820 $2,521

Dentist Continuation Pay 970 $9,635

Optometrist Special Pay 210 $1,200

Veterinarians 365 $1,200

Diving Duty Pay 5 $1,320

Station Allowance, 26,308 26.3
Overseas

-..----

Cost-of-Living 6,641 $698 to $2,024

Housing Allowance 7,098 $761 to $7,488

Temporary Lodging 12,569 $751

Allowance

NOTE: Footnotes on page 37.
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Table 4
List of Major Pay Items in Addition to RMC 

Army - Enlisted 

Number of Enlisted

Number
Percent of

Enlisted Force
Range of

1/ Rates 2/

670,477 100.0

Variable Housing 170,835 25.4 $565 to $1,199
Allowance

Incentive Pays 32,525 4.9

Flying Duty Crew Members 4,220 $828 to $1,572
Flying Duty Noncrew 2,600 $660

Members
Parachute Jumping 24,860 $660
Demolition Duty 803 $660
Other Incentive Pays 42 $660

Special Pays 177,201 26.4

Duty at Certain Places 58,559 $96 to $270
Diving Duty Pay 52 $1,045
Overseas Extension Pay 2,094 $600
Proficiency Pay 45,802
Reenlistment Bonus 1,118 $721 to $920
(Regular)

Selective Reenlistment 43,104 $972 to $16,000
Bonus

Enlistment Bonus 26,472 $3,364 to $5,000

Station Allowance, 133,815 20.0
Overseas

Cost-of-Living 61,303 $100 to $903
Housing Allowance 42,235 $960 to $2,316
Temporary Lodging 30,277 $940

Allowance

NOTE: Footnotes on page 37,
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Table 5
List of Major Pay Items inAddition to RMC

Navy - Officers

Number
Percent of

Officer Force
Range of

1/ Rates 2/

Number of Officers 65,654 100.0

Variable Housing 43,774 66.7 $611 to $3,000

Allowance

Incentive Pays 28,097 42.8

Flying Duty (Commissioned 16,416 $1,500 to $3,672

Officers)
Flying Duty Continuation 6,831 $5,803 to $6,123

Pay
Flying Duty - Noncrew 65 $1,320

Members
Submarine Duty 3,847 $1,805 to $4,987

Parachute Jumping 288 $1,320

Demolition Duty 320 $1,320

Flight Deck Duty 270 $1,320

Other Incentive Pays 60 $1,320

Special Pays 22648 34.4

Variable Physicians 3,622 $5,796

Special Pay
Additional Physician 2,639 $9,310

Special Pay
Board Certified Pay 1,209 $2,969

(Physicians)
Dentist Special Pay 1,599 $2,674

Dentist Continuation Pay 1,001 $8,683

Optometrist Special Pay 149 $1,200

Responsibility Pay 900 $1,289

Diving Duty Pay 296 $1,320

Nuclear Officer Incentive 2,628 $5,277

Pay
Career Sea Pay 8,105 $1,984 to $3,536

Premium Sea Pay 5'..0 $1,200

Station Allowance, 8,755 13.3
Overseas

Cost-of-Living 6,075 $893

Housing Allowance 2,680 $2,703

NOTE: Footnotes on page 37.
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Table 6
List of Major Pay Items in Addition to RMC 

Navy - Enlisted 

Number of Enlisted

Number
Percent of

Enlisted Force
Range of

1/ Rates 2/

476,086 100.0

Variable Housing 172,652 36.3 $741 to $1,450
Allowance

Incentive Pays 41,644 8.7

Flying Duty Crew Members 7,926 $782 to $1,572
Flying Duty Noncrew 441 $660

Members
Submarine Duty 24,662 $659 to $3,179
Parachute Jumping 780 $660
Demolition Duty 850 $660
Flight Deck Duty 6,820 $660
Other Incentive Pays 165 $660

Special Pays 180,164 37.8

Sea Duty, Career 91,085. $1,021 to $3,195
Premium Sea Pay 5,917 $1,200
Duty at Certain Places 25,133 $96 to $270
Diving Duty Pay 1,658 $1,120
Overseas Extension Pay 320 $600
Proficiency Pay 14,031 $360 to $1,800
Reenlistment Bonus 34,635 $500 to $20,000
Enlistment Bonus 7,385 $1,693 to $5,000

Station Allowance, 63,509 13.3
Overseas

Cost-of-Living 49,218 $481
Housing Allowance 14,291 $1,437

NOTE: Footnotes on page 37.
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List of Major Pay
Table 7

RMCItems inAddition to
Marine Corps - Officers

Range of
1/ Rates 2/Number

Percent of
Officer Force

Number of Officers 18,358 100.0

Variable Housing 11,954 65.1 $657 to $2,625

Allowance

Incentive Pays 7,140 38.9

Flying Duty - Crew Members 4,797 $1,500 to $3,675

(Commissioned Officers)
Flying Duty - Crew Members 48 $1,500 to $3,000

(Warrant Officers)
Flying Duty - Noncrew 82 $1,620

Members
Continuation Bonus 2,097 $5,722

Parachute Jumping 72 $1,320

Demolition Duty 44 $1,320

Special Pays 227 1.2

Diving Duty Pay 36 $1,320

Career Sea Pay 191 $3,000

Station Allowance, 4,217 23.0

Overseas

Costipf-Living 3,142 $413 to $710

Housing Allowance 750 $2,209

Temporary Lodging 325 $1,995

Allowance

NOTE: Footnotes on page 37.

I.
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Table 8 
List of Major Pay Items in Addition to RMC 

Marine Corps - Enlisted 

Number of Enlisted

Number
Percent of

Enlisted Force
Range of

1/ Rates 2/

171,656 100.0

Variable Housing 40,719 23.7 $806 to $1,238
Allowance

Incentive Pays 2,578 1.5

Flying Duty Crew Members 1,322 $750 to $1,563
Flying Duty Noncrew 588 $827

Members
Parachute Jumping 500 $660
Demolition Duty 168 $660

Special Pays 43,898 25.6

Duty at Certain Places 27,026 $96 to $2,403
Diving Duty Pay 215 $780
Overseas Extension Pay 560 $600
Proficiency Pay 4,098 $360 to $1,800
Reenlistment Bonus 8,612 $1,456 to $16,000
Enlistment Bonus 3,387 $3,000 to $5,000

Station Allowance, 41,892 24.4
Overseas

Cost-of-Living 39,022 $267 to $566
Housing Allowance 2,087 $1,828
Temporary Lodging 783 $1,535
Allowance

NOTE: Footnotes on page 37.
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1/ Data is not currently available to indicate how many individual

Service members are receiving multiple special and incentive

pays.

2/ Most dollar amounts represent an average amount or range as

computed in the Fiscal Year 1982 Service Justification Esti-

mates. However, the maximum bonus amounts •are identifed for

enlistment and reenlistment bonuses.
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MILITARY PAY AND BENEFITS

FOR SELECTED RANKS

APPENDIX III



90

APPENDIX III APPENDIX IL/

LIST OF ABBREVIATIONS 

ACIP Aviation career incentive pay

BAQ Basic allowance for quarters

BAS Basic allowance for subsistence

BP Basic pay
COLA Cost-of -living allowance

CMA Clothing maintenance allowance

FICA Government's contribution to social security

MED PAY Medical pay
Sep. Rat. Separate rations
SRB Selective reenlistment bonus

VHA Variable housing allowance

•
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Service: Air Force

Pay Grade: E-4

Over 4 Years of Service, married, receiving Variable
Housing Allowance

Compensation 

Cash pay elements 

BP
BAO
BAS
CMA
VHA

$8,726
2,473
983
90

1,142

Subtotal $13,415

Tax Advantace 837

Benefits

Retirement 1/
(Actuarial Evaluation) $4,299

Health Care 2/ 564
Commissary and Exchange 3/ 139
FICA 4/ 580_

Subtotal 5,582

Total $19,834

APPENDIX III
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Service: Army

Pay Grade: E-5

Over 4 Years of Service, married, receiving Variable
Housing Allowance

Compensation 

Cash pay elements 

BP
BAO
CMA
COLA
VHA

$8,971
2,812
122

1,294
1,613

BAS (Sep. Rat.) 1,324

Subtotal • $16,136

Tax Advantage 927

Benefits

Retirement 1/
(Actuarial Valuation) $4,420

Health Care 2/ 869
Commissary and Exchange 3/ 139
FICA 4/ 597

Subtotal 6,025

Total $23,088
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Service: Air Force

Pay Grade: E-6

Years of Service: Over 14, married, receiving Variable
Housing Allowance

Comnensation 

Cash pay elements,

$12,280
3,060
1,324
1,411

90

BP
BAQ
BAS
VHA
CMA

Subtotal $18,165

Tax Advantage 1,058

Benefits

Retirement 1/ 6,050
Health Care 2/ 11,477
Commissary and Exchange 3/ 139
FICA 4/ 817

Subtotal 8,483

Total• Compensation $27,706
and Benefits
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Service: Air Force

Pay Grade: E-7

Years of Service: Over 18, married, living on post

Compensation

Cash ray elements

$14,443
3,326
1,324

90

BP
BAQ*
BAS
CMA

Subtotal $19,183

Tax Advantage 1,173

Benefits

Retirement 1/ $ 7,116

Health Care 2/ 1,781

Commissary and Exchange 3/ 139

FICA 4/ 960

Subtotal 9,996

Total Compensation
and Benefits

$30,352

*Estimated value of inkind quarters.

APPENDIX III
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Service: Air Force

Pay Grade: 0-3

6 Years of Service

Married, living on post, receiving flight pay

Combensation

Cash may elements

$20,304
4,104
991

3,672

BP
BAQ*
BAS
AC:P

Subtotal $29,071

Tax Advantage 1,916

Benefits

Retirement 1/ $10,004
(Actuarial valuation)

Health Care 2/ • 869
Commissary and Exchange 3/ 139
FICA 4/ 1,350

Subtotal 12,362

Total $43,349

*Living on post estimated value of inkind quarters.

APPENDIX Ir[
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Service: Navy

Pay Grade: 0-3

APPENDIX III

Years of Sev, ce: Over 6, married, receiving flight pay and
Variable Housing Allowance

Commensation 

Cash nay elements 

BP
SAC
BAS
VHA
Flight pay

$20,304
4,104
991
376

3,592

Subtotal $29,367

Tax Advantage 1,916

Benefits

Retirement 1/ 10, 004
Health Care 2/ 869
Commissary and Exchange 3/ 139
FICA 4/ 1,350

Subtotal 12,362

Total Compensaticn
and Benefits

$43,645
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Service: Navy

Pay Grade: 0-4

Years of Service: Over 14, married,
Housing Allowance

Compensation

receiving Variable

Cash may elezents

BP $25,704
BAG 4,565
BAS 991
VHA 1,058

Subtotal $32,318

Tax Advantage 2,444

Benefits

Retirement 1/ 12,664
Health Care 2/ 1,477
Commissary and Exchange 3/ 139
FICA 4/ —

.
1,709

Subtotal 15,989

Total Compensation
and Benefits

$50,751
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Service: Air Force

Pay Grade: 0-5

22 Years of Service

Married - 2 Exemptions, receiving medical pay and variable
housing allowance

Comcensation 

Cash pay elements 

BP
BAQ
BAS
MED PAY
VHA

$32,969
5,116
991

13,248
1,882

Subtotal $54,206

Tax Advantage 4,161

Benefits

Retirement
(Actuarial valuation) .1/ $16,244

Health Care 2/ 869
Commissary and Exchange 3/ 139
FICA 4/ 1,975

Subtotal 19,227

Total $77,594
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Service: Navy

Pay Grade: 0-7

•
Years of Service: Over 27 years of service, married, receiving
Variable Housing Allowance

Commensation

Cash may elements

BP $45,990
BAQ 6,422
BAS 991
VHA 2,957

Subtotal $56,360

Tax Advantage 6,910

Benefits

Retirement 1/ 22,659
Hospital Care 2/ 869
Commissary and Exchange 3 139
FICA 4/ L,975

Subtotal 25,642

Total Compensation
and Benefits

$88,912
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Service: Air Force

Pay Grade: Brigadier General 0-7

20 Years of Service

Married (Claiming 2 Exemptions), living on post, receiving
flight pay

Compensation

Cash pay elements

$45,990
6,422
991

2,400
244

BP
BAQ*
BAS
ACIP
COLA

Subtotal $56,047

Tax Advantage 6,910

Benefits

Retirement 1/ $22,659
(Actuarial valuation)

Health Care 2/ 869
Commissary and Exchange 3/ 139
FICA 4/ 1,975

Subtotal 25,642

Total $88,599

*Living on post, estimated value of inkind quarters.
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1/Ncrma1 cost for military retirement is 49.27 percent.
Nc,ral cps: cc-7--21''-n based on economic assumptions
that long-term average annual rates of inflation will
be 5 percent, pay increases will be 5.5 percent, and the
interest rate will be 6 percent.

2/Estimate is probably underestimated because the data is notcurrent. Eased on actual per capita costs (fiscal year
1973) of $426.99 per service member and $230.57 per each
  escalated at 32 percent--the increase in tctalDCD spending fcr medical c,',perations frcm fiscal year 1973to fiscal year 1976.,

3/Estimate is probably underestimated because the data is
not current. Eased on per capita costs of appropriated
funds for commissary and exchange operations. Per capitacosts allocated cnly to active duty personnel.

4/Government's contribution to social security.
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PAY CHANGE FOR SAMPLE CRITICAL SKILLS IN NAVY*

PETTY OFFICER 20 CLASS (E-5) OVER 4 YEARS
OF SERVICE ASSIGNED NORFOLK

MARRIED WITH ONE CHILD

OPERATIONS SPECIALIST
SUBMARINE

NUCLEAR PROPULSION

FY 80 FY el FY 80 FY 81

Basic Pay $8031 $8971 $8031 $8971

Quarters 2516 2812 2516 2812

Subsistence 1172 1438 1172 1438

VHA - 854 . 854

Sea Pay 300 2100 300 2100

Sub Pay - - 960 1560

Pro Pay - - 1800 1800

Bonus 1/ 669 : 4486 4016 4486

Tax Advantage 923 1476 1011 1743

Total $13612 $22136 $19806 $25764

Nominal Increase 634 30%

1/Annualized assuming a reelistment of 3 years

*Estimated calculations.
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ESTIMATED NUMBER OF MILITARY 
PERSONNEL ELIGIBLE FOR FOOD STAMPS 

Based on the proposed new food stamp eligibility criteria,

we estimate that the following number of military personnel could

be potentially eligible to receive food stamps.

Estimate assuming a 14.3 percent 
across-the-board pay raise 

Military Number Potentially
Grade Eligible 

E-1 143
E-2 127
E-3 565
E-4 1,726
E-5 2,153
E-6 9 
Total 4,723 

Estimate assuming a 4.8 percent 
across the board pay raise 

Military
Grade

Number Potentially
Eligible

E-1 293
E-2 309
E-3 1,145
E-4 5,148
E-5 6,889
E-6 770
Total 14,554

These are very conservative estimates, and it is likely that

the number of military people eligible for food stamps would be

much smaller, for the following reasons:

--Because of the multiplicity of rates used to compute the

variable housing allowance (VHA) rates, we did not include

this allowance in our computation. However, 98 percent
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of Service members living off-base in the continental

United States receive VHA. According to our calculations

with the 14.3 percent pay raise, about 397 of the poten-

tially eligible members receive VHA. With a 4.8 percent

pay raise, about 1,268 of the potentially eligible members

receive VHA. As indicated below, most of the remainder

live on-base in Government-furnished quarters.

--Most E-ls and E-2s remain in grade only about 6 months and

are then promoted to a higher pay grade. Under the new

food stamp criteria, annual gross earnings are the first

test of eligibility.

--According to our calculation, of the 4,723 members poten-

tially eligible for food stamps after a 14.3 percent pay

raise, 4,401 live in Government-furnished quarters. Of the

14,554 members potentially eligible after a 4.8 percent

October 1981 pay raise, 13,260 live in Government-furnished

quarters. Because the Department of Agriculture does not

include compensation received in-kind in its eligibility

test, these individuals could potentially be eligible for

food stamps. However, if these people lived off-base and

received cash in lieu of quarters or if in-kind compen-

sation was counted, most of these members would not be

eligible for food stamps.

--Our estimate does not include other household income such

as spouses' income, income from second jobs, or amounts
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from special pays and bonuses, even though the Agriculture

Department considers all cash income for eligibility.

--Military personnel stationed overseas are not eligible for

food stamps. On average, about 23 percent of enlisted

members are stationed overseas, and this amount could be

deducted from the estimated number potentially eligible.

In summary, regardless of the amount of the October 1981 pay

raise, the number of military members legitimately eligible for or

needing food stamps is very small, either because they are re-

ceiving an additional variable housing allowance or because they

are living in Government-furnished quarters with all utilities

except telephone paid.
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Mr. ADDABBO. Thank you very much.
Dr. Coffey, if we try to be selective in who receives the pay raise,

what would be your recommendation for each of the four services
and for different pay grades, as well as different skills, since it
seems that your position is fairly clear that compensation should
be targeted rather than made across the board?
Mr. COFFEY. Mr. Chairman, we have noted the action in the

Senate, which is being supported by a great number of members,
for a targeted pay raise which would give larger pay increases to
certain grades and years of service. We believe this is a step in the
right direction.
However, we feel that it should go much further. We also should

point out that a targeted pay increase, such as that proposed by the
Senate, has certain lingering problems that we should be aware of:

First, it provides a continuing cost to the government in the
outyears for those increased pay levels that would be granted.
Second, it would impact on the retirement benefits that would be
paid to senior NCOs and officers.
Third, and primarily from our point of view, it would remove the

flexibility in management that we believe is essential to providing
pay administration; that is, we believe the services should have the
ability to pay what is necessary today to solve today's problems and
should have the ability to solve tomorrow's problems tomorrow
without being locked in to pay and allowances that no longer are
necessary or justified.

FOOD STAMPS

Mr. ADDABBO. When Dr. Korb, who is now the Assistant Secre-
tary of Defense for Manpower, worked for a private think tank, he
estimated that 275,000 military personnel were eligible for food
stamps.

After that report, both your office, as well as Department of
Defense, did detailed studies and concluded that no more than
20,000 military personnel would be eligible, and this number is
probably high because the estimate does not include any income
from working wives or any assets over $1,500.
Do you believe that the argument that pay raises are needed

because so many military personnel are at the lower end of the
economic ladder as evidenced by the need for food stamps has any
validity?
Mr. COFFEY. No, sir, we do not, and to provide you with some

background on this, I would like to defer to Mr. Johnson, who has
done a lot of work for us in this area.
Mr. JOHNSON. We recently did an update of the estimated

number of people who might be eligible based on a 14.3 percent
increase, and also based on a 4.8 percent increase.
The estimates that we developed indicate that approximately

4,700 people would be potentially eligible with a 14.3 percent pay
raise, and approximately 14,500 with a 4.8 percent increase.
These are very conservative numbers. We didn't take into ac-

count those people who live on base and because of the eligibility
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criteria used by Agriculture, compensation in kind is not counted,
and it does have value.

Also, these numbers didn't take into account those individuals
who receive a variable housing allowance, and most people living
off base do receive a variable housing allowance of some amount.
The reason we didn't take that into account is the multiplicity of

rates that are available. In summary, it would be a very small
number of people who would be eligible for food stamps.

VARIABLE HOUSING ALLOWANCES

Mr. MURTHA. Could I ask does the variable housing rates cover
the cost of housing to most of the people who are receiving it? Do
you know the answer to that?
Mr. JOHNSON. It is supposed to cover up to 15 percent of the cost

of housing. Theoretically, the 15 percent is supposed to come out of
base pay. Variable housing allowance and basic housing allowance
together are supposed to cover the remainder.
Mr. MURTHA. What I am asking is, do you know if in fact—for

instance, I see here an E-1 for basic housing gets $2,477. That
would be $200 a month. Obviously in this area he would have a
hard time getting much of a place for $200 a month.
You don't have any idea what percentage actually of their hous-

ing is covered by the amount of money they received?
Mr. JOHNSON. At this particular point in time we don't have an

actual percentage. We are doing a study now that will indicate that
when we have completed. The preliminary results of that study
indicate that some folks at all grade levels are receiving far more
than the cost of their housing and, of course, some are receiving
less.
Mr. MURTHA. You don't have at this point what percentage are

getting far more than the cost of their housing?
Mr. JOHNSON. No, preliminary indications are about half,

though.
Mr. MURTHA. 50 percent are getting more than they are paying

for housing and 50 percent are getting less, or 50 percent just
getting the right amount?
Mr. JOHNSON. Getting less, because the rate is based on averages.

Approximately half would be receiving more and half would be
receiving less.
Mr. DICKS. How much more?
Mr. JOHNSON. I don't have that figure.
Mr. DICKS. Is it statistically significant?
Mr. JOHNSON. Yes, sir.
Mr. DICKS. 50 percent are getting $5 a month more?
Mr. JOHNSON. It is considerably more than that.
Mr. DICKS. We don't know that, though, unless you have done

the analysis. You admitted you haven't.
Mr. JOHNSON. We don't have the final results of our analysis yet.

We should have that within--
Mr. DICKS. How much more? You say significantly more. How

much is significant in your judgment? 10 percent?
Mr. JOHNSON. That would--
Mr. Dicxs. Use the San Diego area as an example.
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Mr. JOHNSON. Again, that would depend on the rank because the
rates are determined based on pay grade.

If you would allow us to provide some of that information for the
record, it would be much more accurate than I could give you now.
[The information follows:]

*MILITARY MEMBERS RECEIVING MORE OR LESS HOUSING ALLOWANCES THAN THEY PAY
IN HOUSING COSTS

The following data is provided in response to the question concerning the number
and percentage of Service members who are receiving more or less housing allow-
ance (Basic Allowance for Quarters plus Variable Housing Allowance) than the
housing survey indicates they are paying for housing costs. Because of the large
number of housing areas involved, we selected for analysis five of the largest areas
which account for about 25 percent of the military members receiving housing
allowance, and five areas with smaller military populations.

Location and pay grade group

Overpaid by at least $600
per year

VHA plus BAQ within
$600 per year of housing

cost

Underpaid by at least
$600 per year

Number Percent Number PercentNumber Percent

Five locations with large military populations

Washington, DC (Metro):
E1-E3 35 9.2 153 40.2 193 50.7
E4-E6 284 17.2 750 45.5 615 37.3
E7-E9 152 24.3 229 36.6 245 39.1
01-03 313 20.7 560 37.1 636 42.1
04-06 620 26.4 655 27.9 1,075 45.7

Total 1,404 21.6 2,347 36.0 2,764 42.4

San Diego, Calif.:
El-E3 57 7.8 376 51.2 302 41.1
E4-E6 396 17.7 1,046 46.6 801 35.7
E7-E9 261 25.7 315 31.0 440 43.3
01-03 313 28.5 390 35.5 397 36.1
04-06 238 28.3 226 26.8 378 44.9

Total 1,265 21.3 2,353 39.6 2,318 39.0

Fort Bragg/Pope AFB, N.C.:
E1-E3 18 7.2 126 50.4 106 42.4
E4-E6 42 12.9 200 61.3 84 25.8
E7-E9 23 12.6 83 45.6 76 41.8
01-03 19 7.5 131 51.8 103 40.7
04-06 31 14.5 94 43.9 89 41.6

Total 133 10.9 634 51.8 458 37.4

San Antonio, Tex.:
E1-E3 36 8.9 222 55.1 145 36.0
E4-E6 174 16.6 481 45.8 395 37.6
E7-E9 139 23.7 214 36.5 233 39.8
01-03 101 15.8 278 43.5 260 40.7
04-06 120 19.8 199 32.9 286 47.3

Total 570 17.4 1,394 42.5 1,319 40.2

Norfolk, Va.:
El-E3 50 8.4 269 45.4 273 46.1
E4-E6 242 15.3 758 48.0 578 36.6
E7-E9 145 19.0 300 39.2 320 41.8
01-03 144 16.8 335 39.0 379 44.2
04-06 173 21.4 294 36.4 341 42.2

Total 754 16.4 1,956 42.5 1,891 41.1
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Overpaid by at least $600 VHA plus BAQ within Underpaid by at least
per year $600 per year of housing $600 per year

cost

Number Percent Number PercentNumber Percent

Five locations with smaller military populations
Fort Benning, Ga.:

E1-E3 10 19.2 24 46.2 18 34.6
E4-E6 19 14.8 65 50.8 44 34.4
E7-E9 16 16.0 50 50.0 34 34.0
01-03 12 13.2 42 46.2 37 40.7
04-06 11 16.7 26 39.4 29 43.7

Total 68 15.6 207 47.4 162 37.1

Fort Dix/McGuire AFB, N.J.:
E1-E3 14 34.1 10 24.4 17 41.5
E4-E6 23 22.8 40 39.6 38 37.6
E7-E9 7 18.9 16 43.2 14 37.8
01-03 4 19.0 7 33.3 10 47.6
04-06 3 17.6 5 29.4 9 52.9

Total 51 23.5 78 35.9 88 40.6

Fort Leavenworth, Kans.:
E1-E3 4 57.1 1 14.3 2 28.6
E4-E6 7 13.5 28 53.8 17 32.7
E7-E9 8 19.5 14 34.1 19 46.3
01-03 8 28.6 13 46.4 7 25.0
04-06 6 9.5 22 34.9 35 55.6

Total 33 17.3 78 40.8 80 41.9

29 Palms MCB, Calif.:
E1-E3 4 4.9 53 65.4 24 29.6
E4-E6 30 29.7 36 35.6 35 34.7
E7-E9 15 25.9 24 41.4 19 32.8
01-03 9 16.4 27 49.1 19 34.5
04-06 5 20.8 11 45.8 8 33.3

Total 63 19.7 151 47.3 105 32.9

Fort Campbell, Ky.:
E1-E3 2 2.4 50 60.2 31 37.3
E4-E6 18 13.7 74 56.5 39 29.8
E7-E9 18 26.1 23 33.3 28 40.6
01-03 14 12.6 71 64.0 26 23.4
04-06 9 23.7 13 34.2 16 42.1

Total 61 14.1 231 53.5 140 32.4

*Represents a sample, not a full population.

DISPOSABLE INCOME OF E-1

Mr. MURTHA. Here is what is confusing me. When you look at an
E-1, he is getting $12,000 disposable income versus a civilian em-
ployee of the government at the lowest level starts at $6,700.
Mr. JOHNSON. Yes, sir.
Mr. MURTHA. Now, what is the difference? This person on the

civilian end of it is getting that in cash, $6,725.
Mr. JOHNSON. That is his disposable income, correct.
Mr. MURTHA. So that is cash money he is getting?
Mr. JOHNSON. That is cash money he gets, less the deductions.
Mr. MURTHA. The private in the service is getting $12,000 and he

is getting how much of that in cash? For instance, I assume that
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living in the barracks he is getting a credit of $200 a month. You
add that on to this base pay over here, is that right?
Mr. JOHNSON. Correct.
Mr. MURTHA. And the BAS the same way?
Mr. JOHNSON. Yes, sir.
Mr. MURTHA. VHA, you do the same thing there?
Mr. JOHNSON. That is correct.
Mr. COFFEY. As General Tice said earlier, though, this figure is

somewhat misleading in that it assumes that the E-1 is married
and has two dependents.
Mr. MURTHA. Very few of the E-ls are married, aren't they?
Mr. COFFEY. Yes, sir.
Mr. MURTHA. What would you say, 25 percent are married, or

less than that?
Mr. JOHNSON. Probably less.
Mr. MURTHA. 75 percent of the E-ls are not married?
Mr. COFFEY. Yes, sir.
Mr. MURTHA. What would be an accurate figure for the 75 per-

cent of the E-ls?
Mr. JOHNSON. One thing you would have to include in an accu-

rate figure would be the value in-kind of what an E-1 receives by
living in the barracks and the subsistence allowance that they
receive, or the subsistence they receive in-kind by eating in the
mess. That value would have to be added on to the so-called dispos-
able income figure to have it comparable to the CB0 figure..
Mr. MURTHA. If you took the $6,911, I assume that is money he

actually receives?
Mr. COFFEY. Correct.
Mr. MURTHA. Then you take out the income tax, that is zero.

You take out Social Security, and state income tax, then you add
the barracks and the food to that, and the clothing that he gets.
Then you have the figure. That is something you are unable to do.
Mr. COFFEY. Roughly, Mr. Murtha, the value of disposable

income for the E-1 would be about $7,000 plus the value of his
barracks and his food.
Mr. MURTHA. It would be basically the same as the GS-1 but the

GS-1 has no barracks and no food and no clothing allowance.
Mr. COFFEY. That is a very good comparison, yes, sir.
Mr. DICARLO. The E-1 also only remains in grade approximately

six months and then becomes an E-2 and remains in that grade
again for approximately six months. By the year's time, he is an E-3.
So it is not a static condition.
Mr. MURTHA. What about the GS-1? How long does he stay in

grade?
Mr. DICARLO. He stays in grade approximately a year or longer.
Mr. MURTHA. He stays in grade substantially longer?
Mr. DICARLO. Yes, sir.
Mr. JOHNSON. A GS-1 can be promoted within six months.

DISPOSABLE INCOME OF OFFICERS

Mr. MURTHA. Well, now, in the higher levels, how do you com-
pare, for instance, a college graduate would be at what level in the
GS rating?
Mr. COFFEY. Generally a GS-7 to GS-9.
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Mr. MURTHA. They would start at GS-7 to GS-9? So they start at
$13,000. A Second Lieutenant starts at $16,000.
Mr. COFFEY. No, according to this chart the GS-7 gross income

would be $17,000. You are talking about gross income. If you are
talking disposable income, you are right, it is $13,000.
Mr. MURTHA. Well, what percentage of these Lieutenants are you

comparing with the percentage? This is what is confusing to me.
What percentage of Lieutenants, First Lieutenant, Second Lieuten-
ants, the entry grade college level versus the entry level of GS-
level, what would be the difference?
Mr. COFFEY. In terms of disposable income, it is there approxi-

mately the same. A Second Lieutenant would be receiving equiva-
lent to what a GS-7 would receive.
Mr. MURTHA. You have $16,985 for the Second Lieutenant. You

have $13,000. Does that say your single versus your family of four?
Is that what you are getting into again?
Mr. COFFEY. The college graduate entering civil service would

come in, some at GS-7 and some at GS-9, so they are somewhere
in the vicinity of $13,214 to $17,066; in contrast, the Second Lieu-
tenant is slightly higher.

Regardless of whether the civil servant came in as a GS-7 or
GS-9, he/she would receive about $2,000 to $3,000 less per year in
disposable income. This is based on the CB0 works, which assumes
that the Second Lieutenant would be married.
Mr. MURTHA. What percentage of them are covered?
Mr. COFFEY. I do not know, sir.
Mr. MURTHA. Thank you, Mr. Chairman.
Mr. DAVIS. Mr. Coffey, just to clear up a few of these things. To

come in as a GS-9 under civil service you have to have a Master's
Degree or a certain number of years of graduate education.
Second, you are looking at a GS-9 step 4, which means he has

been a GS-9 for three years at that point. So, he has at least three
years of service.
A lot of college graduates come in as GS-5, no experience, no

graduate education. When you look at GS-5 step 4, that would be a
GS-5 for three years. A more meaningful comparison might be GS-
5 versus a Second Lieutenant at two years.
Back to your original question about the E-1 with dependents,

four people, comparing his $12,000 disposable income with that for
an E-1 without dependents—that would only make about $1,000
worth of difference. So you are talking about $11,000 for an E-1. It
does not include any bonus money.
Mr. MURTHA. Then you are saying on the 0-1, 0-3, that 0-3 has

six years?
Mr. COFFEY. That is correct.
Mr. MURTHA. That is the reason he jumps from $16,000 to

$26,000. It is the seniority.
Mr. DAVIS. Somebody with half a dozen years in the government,

if he is a college graduate and probably talking about a GS-11 step
4, it is $18,500 for comparability. A Captain with six years is
$25,800.
Mr. COFFEY. At that point, both are likely to be married and to

have dependents. It is more typical here.

_
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Mr. MURTHA. It makes sense to me. It would be a big jump
between those levels. But I notice there is not that jump for enlist-
ed. I would think that the lower level—for instance, when you
jump from Private to PFC to Corporal, you really don't have much
of a jump in pay there. Yet in the officer level you do have a
substantial one. At the enlisted level there is barely a difference at
all.
Mr. DAVIS. GAO came out with a study about two years ago, and

then last year this committee directed DOD, the Air Force as a test
case, to start coming up with a system to tell people how much
they make in the military because survey after survey shows they
really don't know.
You go out and ask somebody, "What do you think you have to

spend," they just don't know, because the whole system of pay and
allowances is so confusing, they don't understand what they have
their hands on.

Virtually every study that comes out says they ought to clean it
up.
Mr. MURTHA. I am not sure I understand how much a Second

Lieutenant would make if he goes into the armed forces versus the
other guy. You say there is about a $1,000 difference?
Mr. DAVIS. It would be a little more for an officer. A Second

Lieutenant, with no dependents—that number might vary. If he is
single, he might have $2,000 less as a round number or about
$15,000 cash in hand.

FOOD STAMPS

Mr. HEFNER. Would the gentleman yield for just a: question?
I am intrigued about this food stamp business. Do we have some

Federal employees who would be entitled to food stamps?
Mr. JOHNSON. That is correct.
Mr. HEFNER. Do you have any idea how many?
Mr. JOHNSON. No, I don't. One problem with calculating that

number is that most of the people, based on current pay tables,
who would appear to be eligible are, unfortunately, women and
their husbands probably work. So, it is very difficult to get a
handle on the number of Federal employees that might be eligible.
Mr. HEFNER. If this pay raise goes into effect, you would have

something like 14,000 people eligible for food stamps in the
military?
Mr. JOHNSON. Depending on which pay raise goes into effect. If

the 14.3 percent goes into effect, you would have about 4,700 who
might be eligible for food stamps.
Mr. HEFNER. How would they in theory fare if they were in the

private sector? Would they have the earning capability? They
would probably still be on food stamps in the private sector.
Mr. JOHNSON. That would be speculation on my part, but I would

say so.
Mr. HEFNER. So it is not a real true picture. There are a tremen-

dous amount of people on food stamps in the armed services, not
necessarily because the pay is so low, but possibly because of
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circumstances that they have in many cases made for themselves.
Mr. JOHNSON. Right. I would like to make one comment on that.

We talk about the number of people potentially eligible, but that
doesn't necessarily mean that this is the number of people who are
actually using food stamps.
As Mr. Davis mentioned, there is so much confusion among the

military members as to what their pay actually consists of that
there may actually be more people using food stamps than we
projected would be potentially eligible. We just don't know.
However, there is a great deal of confusion as to what their pay
consists of.
Mr. HEFNER. Of course, if you just take this chart, in theory you

would assume that there would be more people eligible for food
stamps working for the government on a percentage basis than
there would be in the military.
Mr. JOHNSON. That is possible.
Mr. COFFEY. Except that very, very few people enter the govern-

ment as GS-1. There was a story in the Washington Post recently
trying to find GS-ls. They turned out to be a few people that are
scattered here and there, mostly part-time summer hires. The aver-
age entry for people in the Federal civil service is about GS-3.
These are the kids that come in following high school graduation.
Mr. HEFNER. I don't see GS-3 here.
Mr. COFFEY. No, sir, it is not in the chart.
Mr. HEFNER. What would that be?
Mr. JOHNSON. They would still be eligible.
Mr. MURTHA. For food stamps in this area?
Mr. JOHNSON. If that was their only source of income, correct. I

don't have a pay table, but I recall that in looking at the table they
would be, if that were their only source of income.
Mr. HEFNER. Thank you.
Mr. ADDABBO. Mr. Davis?
Mr. DAVIS. Mr. Hefner, GS-3 starts about $9,700, give or take.
Mr. HEFNER. A GS-3 with four dependents would be in real bad

shape.
Mr. DAVIS. That is before deductions. That is his gross pay.
Mr. ADDABBO. Dr. Coffey, in taking into consideration the survey

which showed 20,000 eligible for food stamps, in determining the
eligibility a figure is not allocated for housing or other emolu-
ments, is that correct?
Mr. COFFEY. That is correct.
Mr. ADDABBO. If that was included, that 20,000 figure would be

probably less.
Mr. COFFEY. It would be substantially below that, yes.
Mr. ADDABBO. Mr. Robinson?
Mr. ROBINSON. Thank you, Mr. Chairman.
As an extension of Mr. Hefner's question regarding food stamps,

what is the range of possibility with regard to where we would find
these people in the military that would be eligible for food stamps?
We would start with the E-ls of course that are in training, I
suppose. Where do we go beyond that?
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Mr. JOHNSON. Again, our computation was based on the new
eligibility requirement that is being proposed by the President,
which is a gross income test. That is the test we used.
Based on that gross income test, an E-1 with a family the size of,

I believe, four would be eligible for food stamps.
Mr. ROBINSON. There are going to be mighty few of them.
Mr. JOHNSON. There are few of those, right. For E-2s, with a

family size four and a family size five, about 127 families would be
eligible assuming a 14.3 percent raise. The largest number, inciden-
tally, is an E-5 with a family size six living in government-fur-
nished quarters. We estimate about 2,100 of those people would
potentially be eligible.
Mr. ROBINSON. But you don't know how many people like that

exist in fact; that is, how many E-5s with families of six there are.
Mr. JOHNSON. Yes, we do have an approximate number based on

DOD's calculation—their force profile. Those are the numbers that
we use. It varies from time to time, of course, but they have a
fairly accurate number of E-5s, with a family size of a particular
number.
Mr. COFFEY. Mr. Robinson, most of the food stamp recipients in

the forces are likely to be newly enlisted individuals who already
have wives and children and were in situations of unemployment
and food stamps before they came in.
Those are cases of 23-, 24-year-old E-ls who have been unem-

ployed, perhaps steel workers, for numbers of months, who finally
opt for enlistment in the military forces. The typical E-1 enlistee,
the 18-, 19-year-old, is very unlikely to have a wife and family.
These with dependents would be abnormal cases.
But as the recruiting market has changed, the services have

begun to enlist more and more married people at a somewhat older
age. It is these cases where you find the food stamp use.
Mr. ROBINSON. Can you give us anything like a percentage of the

total proportion that would be in that category?
Mr. JOHNSON. We could provide that for the record.
[The information follows:]

ESTIMATED NUMBER OF MILITARY PERSONNEL POTENTIALLY ELIGIBLE FOR FOOD
STAMPS

This data is in response to the questions concerning (1) the number and percent-
age of military members, by pay grade, potentially eligible for food stamps and (2)
the number and percentage of potentially eligible members who are living in
Government-furnished quarters. This data is based on (1) the fiscal year 1981 force
profile compiled by the Office of the Assistant Secretary of Defense (MRA and L)
and (2) the proposed food stamp eligibility criteria which includes a gross annual
earnings test of 130 percent of the Office of Management and Budget's nonform
poverty guidelines for various household sizes.

Military grade

Percent of Percent of

population

Number grade Number in eligibles inTotal grade potentially population Government  eligible potentially quarters Governmentquarterseligible

Estimate assuming a 14.3-percent across-the-board pay raise:
E-1 158,122 143 0.09 38 26.6
E-2 165,027 127 .08 51 40.1
E-3 332,327 565 .17 398 70.4
E-4 409,128 1,726 .42 1,669 96.7
E-5 323,535 2,153 .67 2,153 100.0
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Military grade Total grade
population

Number
potentially
eligible

Percent of
grade

population
potentially
eligible

Number ni
Government
quarters

Percent of
eligibles in
Government
quarters

E-6 202,848 9 9 100.0

Total 1,590,987 4,723 .29 4,318 91.4

Estimate assuming a 4.8-percent across-the-board pay raise:
E-1 158.122 293 .19 188 64.2
E-2 165,027 309 .19 113 36.6
E-3 332,327 1,145 .35 661 57.8
E-4 409,128 5,148 1.25 4,676 90.8
E-5 323,535 6,889 2.13 6,852 99.5
E-6 202,848 770 .38 770 100.0

Total 1,590,987 14,554 .91 13,260 91.1

Estimate based on current (October 1980) pay rates:
E-1 158,122 775 .49 188 24.3
E-2 165,027 309 .19 113 36.6
E-3 332,327 1,484 .45 698 47.0
E-4 409,128 7,455 1.80 6,421 86.1
E-5 323,535 10,009 3.10 9,435 94.3
E-6 202,848 3,030 1.50 3,030 100.0

Total 1,590,987 23,062 1.45 19,885 86.2

These are very conservative estimates, and it is likely that the number of military
people eligible for food stamps would be much smaller, for the following reasons:

First, we did not include variable housing allowance in our computation, although
about 98 percent of Service members living off-base in the continental United States
receive VHA;
Second, our estimate does not include other household income such as spouses'

income, income from second jobs, or amounts from special pays and bonuses, even
though the Agriculture Department considers all cash income for eligibility; and
Third, military personnel stationed overseas are not eligible for food stamps. On

average, about 23 percent of enlisted members are stationed overseas, and this
amount could be deducted from the estimated number potentially eligible.
In summary, regardless of the amount of the October 1981 pay raise, the number

of military members legitimately eligible for or needing food stamps is very small,
either because they are receiving an additional variable housing allowance or be-
cause they are living in Government-furnished quarters with all utilities except
telephone paid.

Mr. COFFEY. Our estimate would be somewhere between 10 and
20 percent of new entrants, particularly in the Army. This has
been a policy that the services have controlled, and it has varied
from time to time, from service to service. Currently, the Army is
enlisting such people. That is essentially where you will find your
food stamp concentrations.

BASE YEAR FOR COMPARABILITY

Mr. ROBINSON. To get back to my prepared questions, the Depart-
ment of Defense has steadfastly maintained that 1972, when the
all-volunteer force was in its initial stages, is the only valid meas-
uring point for pay comparability.
This would seem to ignore nine years of experience which was

not available in 1972 and would roughly be analogous to insisting
that the XM-1 tank be made according to original specifications
regardless of the results of field tests.
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What is your feeling as to the merit of selecting a different year
than 1972, when recruiting and retention may have been success-
ful, as a base year for comparison?
Mr. COFFEY. Mr. Robinson, I think the issue is not so much the

year, but what the commitment was to maintain.
The message we hear coming from the Pentagon, and with which

we disagree, is that the commitment was to maintain military
personnel salaries at a level equal to that of inflation. However,
the history at the time of the legislation, certainly the legislation
that was enacted, links military salaries not to the inflation index,
but to the wages being paid to civilian workers.

If, on average the wages being paid are not keeping pace with
inflation, which is essentially the case, there is no commitment for
the service personnel to be given extraordinary treatment in terms
of restoring their salary to a level of inflation.
What we are saying, essentially, is that the objective today, both

in terms of the historical commitment and the legislation, is to
retain service salaries in accordance with the PATC survey, which
is linked to civilian civil service salaries, and military salaries
today, without the 14.3 percent increases, are at a point within 1 to
4 percent of the PATC level.
Mr. ROBINSON. So you would not suggest a year other than 1972,

but rather adopt a different system altogether?
Mr. COFFEY. The objective is to keep pace with civilian salaries,

not with inflation.
Mr. ROBINSON. Thank you, Mr. Chairman.
Mr. ADDABBO. Mr. Dicks?

TARGETED PAY RAISE

Mr. DICKS. If current reallocation authority remains the same,
up to 25 percent by pay grade rather than skill, and Congress opts
to provide the aggregate amount of 14.3 percent increase, how
would you recommend we allocate that increase?
Mr. COFFEY. We believe that compression is a very real problem,

and that if we are going to authorize the full 14.3, that we would
hope to see some of it used, as the Senate has proposed, to relieve
compression.
However, as I pointed out, and I would like to repeat, this creates

two lasting fiscal problems. One is the impact on retirement, be-
cause you are raising the basis for retirement calculations of senior
NCOs and officers. The second is you are locking in those levels of
pay as the basis for future pay calculations. These long-term costs
are very real.
We do think, though, as a matter of principle, that it would at

least break the commitment to across-the-board pay levels for
everybody in the armed forces, and that this would be a very
symbolic and good step in the right direction.
Mr. DICKS. Wouldn't it be better, instead of just doing this by pay

grade, if we came up with a flexibility and said they could do it
either by pay grade or skill? Wouldn't that be another step in the
right direction as well?
Mr. COFFEY. Yes, sir. I would like to point out, though, that last

year the services were given the authority to reallocate pay, and it
took them a very brief period of time to say, "No, thank you."
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Mr. DicKs. They rejected that.
Mr. COFFEY. Yes, and I am not sure that if you simply gave them

the authority that much would happen this year, be it authority
for reallocation by pay grade or reallocation by grade or skill.
Mr. Dicics. So you think the only way it is really going to work is

if Congress mandated that 25 percent of the pay increase be reallo-
cated by either pay grade or skill, or else they wouldn't get the
money? Then they would have to decide whether they wanted to
use it or not.
That would be a much better way to test this thing out, wouldn't

it?
Mr. COFFEY. It certainly would be.

IMPACT ON RETIRED PAY

Mr. McKs. Let me ask you one further question. I assume most
of your work has been on this pay increase. One of the things I
have been concerned about is, with the amount of money we are
spending on personnel, whether we can continue to justify a retire-
ment based on 20 years of service. I would like to hear what your
comments might be on that as well.
Mr. COFFEY. We have long advocated—in fact, testified a few

weeks ago before the Budget Committee concerning our view that
the retirement system is not supporting the type force we want.
The type retirement system we need is one that would, on the one
hand, allow the services to retire early and with vested pension
rights those that they don't need to keep to 20 years; on the other
hand, to have a retirement system which would encourage others
to stay beyond 20 years.
This should not be an across-the-board policy. It should be on the

basis of their needs in terms of skill and performance. These rec-
ommendations, as you know, have been around for many years.
They have been echoed by a number of very learned groups, most
recently the President's Commission.
We noted with some disappointment that the proposals that have

been submitted by the last Administration for retirement reform,
and which were originally in the 1982 budget, were withdrawn by
this Administration on the grounds of short-term cost saving.
In our view, this is a shortsighted view of the changes that need

to take place. There would be some short-term costs, but the long-
term benefits would be very great.
Mr. McKs. Thank you, Mr. Chairman.

VARIABLE HOUSING ALLOWANCE

Mr. MURTHA. Mr. Chairman, could I ask a question on the
Variable Housing Allowance?

I see here, for instance, taking the median range, a person gets
about $10,000 including BAQ at the officer's level. They could buy a
house. This is tax free. They could then buy a house and charge the
interest off to taxes.
Mr. COFFEY. Correct. It is immaterial whether they are buying or

renting. It is an average reimbursement to cover 85 percent of the
costs.
Mr. MURTHA. Is that tax free, that housing allowance?
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Mr. COFFEY. Yes.
Mr. MURTHA. I guess it depends on where you live as to which

ones get the Variable Housing Allowance.
Mr. COFFEY. The continental United States is the only place in

which it is authorized. Virtually everybody-unless you live on
base, something like 98 percent of those that live off base, are
receiving the Variable Housing Allowance, in addition to their
standard allowance for quarters.
The amounts vary, though, depending on the location. It is based

on an annual survey they do of what the costs are in these areas.
Mr. MURTHA. That is all I have, Mr. Chairman.
Mr. McKs. What percentage of people live on base of the lower

ranks?
Mr. COFFEY. I don't have a percentage figure. I think we can

provide one to you.
Mr. DmKs. Yes, for the record, please.
[The information follows:]

JUNIOR ENLISTED PERSONNEL LIVING ON BASE VERSUS OFF BASE

This is in response to the question concerning the number and percentage of
junior enlisted personnel (E-1 through E-5) living on base in Government-furnished
quarters versus those receiving a cash housing allowance. The tables below show (1)
the total number of junior enlisted personnel and the number and percentage
married and single in each pay grade, (2) the number and percentage of married
junior personnel living in Government quarters versus those receiving a cash hous-
ing allowance, and (3) the number and percentage of single junior personnel living
in Government quarters versus those receiving a cash housing allowance. The tables
show that a high percentage of married junior personnel receive a cash housing
allowance-an average of 69.5 percent of married E-l's through E-5's-and that an
even higher percentage of single junior personnel live in Government quarters-an
average of 87.5 percent of single E-l's through E-5's.

MARRIED VERSUS SINGLE MILITARY PERSONNEL

Total in pay
grade

Married in pay grade Single in pay grade

Number Percent Number Percent

Pay grades:
E-1 158,122 14,355 9.1 143,767 90.9
E-2 165,027 23,860 14.5 141,167 85.5
E-3 332,327 77,888 23.4 254,439 76.6
E-4 409,128 184,482 45.1 224,646 54.9
E-5 323,535 238,841 73.8 84,694 26.2

Total 1,388,139 539,426 38.9 848,713 61.1

MARRIED MILITARY PERSONNEL

Total married in
pay grade

In Government quarters Receiving cash housing
allowance

Number Percent Number Percent

Pay grade:
E-1 14,355 860 6.0 13,495 94.0
E-2 23,860 2,244 9.4 21,616 90.6
E-3 77,888 10,632 13.7 67,256 86.3
E-4 184,482 52,816 28.6 131,666 71.4
E-5 238,841 97,939 41.0 140,902 59.0

Total 539,426 164,491 30.5 374,935 69.5

41
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MILITARY PERSONNEL WITHOUT DEPENDENTS

Total without
dependents in
pay grade

e, vr 11 Go quartersqu Receiving cashileehousing

Numher Percent Number Percent

Pay grade:
E-1 143,767 142,914 99.4 853 0.6
E-2 141,167 136,177 96.5 4,990 3.5
E-3 254,439 230,885 90.7 23,554 9.3
E-4 224,646 178,592 79.5 46,054 20.5
E-5 84,694 53,777 63.5 30,917 36.5

Total 848,713 742,345 87.5 106,368 12.5

Source: Data compiled from Department of Defense fiscal year 1981 force profile distributions.

Mr. DicKs. Going back to the question on the housing allowances,
does the housing allowance take into account utilities and things of
that nature, as well as the cost of just renting an apartment,
whatever?
Mr. JOHNSON. The housing allowance is supposed to cover utili-

ties, with the exception of telephone. That is included in the
survey.
Mr. McKs. You are still telling us on that basis, 50 percent are

getting more—the energy costs alone in the last few years have
really gone up rather extensively.
Mr. JOHNSON. Again, I would prefer to provide that for the

record. Our analysis on that is not quite completed.

TARGETED PAY RAISE

Mr. [MK& How do we get the military to be interested in that
subject? We have raised this issue with them. They don't want
anything to do with it. They think you guys are wrong.
Mr. COFFEY. Certainly the clearest way is as you suggested, to

withhold portions of their hoped for pay increase until and unless
they come up with a way to justify the spending of extra monies on
an occupational basis. Past history says you would get very good
response very quickly.
Mr. DicKs. One of the arguments I hear from them is, one of the

areas you are not treating, under this idea of paying more for
skilled people, is that the people who are actually going to be in
combat, under that scenario, wouldn't get paid much. There
wouldn't be as many incentives. Yet, those are the people when
you go to war you are really going to be counting on the most.
How do you handle that argument?
Mr. COFFEY. By answering that if you are treating them as a

separate occupational group, as you are treating others separately,
that you have the flexibility to pay them what you believe that
service is worth.

Conceivably, people who serve in the combat arms could receive
premier pay because it is indeed a very demanding and potentially
very dangerous job. There are many armed forces that look upon
combat arms assignments as the most rewarding assignment, in
terms of pay and other benefits.
Mr. DICKS. Who, for example? The British?
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Mr. COFFEY. The Israelis, the British. As long as you are paying
on an occupational basis, a group basis, which is done by the
British, Australians, Canadians, you have the ability to look at
combat arms separately and to manage it accordingly.

MANPOWER COSTS UNDER FULL MOBILIZATION

Mr. MURTHA. Would the gentleman yield?
Has the GAO ever projected if we were to go to total mobiliza-

tion, what would happen to the pay structure we have now? I
am thinking in World War II we paid barely subsistence. Here we
go to full mobilization, with 12 million men under arms. What
happens to our defense dollars?
Mr. COFFEY. We go broke.
Mr. MURTHA. What is the answer? You lower the pay of the

people that are serving? How do you do it? How do you handle it?
Mr. COFFEY. One of the very real, probably more realistic con-

cerns, is whether on a much more limited scale we could afford to
call up and support the Reserves we currently have because of
these very high pay rates. •
There is no standby provision that I am aware of for major pay

changes in the event of mobilization. Perhaps this is something
that should be considered. If we called up and sustained on Active
duty, say, an additional million Reservists, our manpower cost
would be extremely high.
Mr. MURTHA. GAO has never done a study like that?
Mr. COFFEY. No, sir. The cost might be high enough that it might

deter the decision to mobilize. I think some kind of standby think-
ing needs to be done on this.

COST OF ALL-VOLUNTEER FORCE

Mr. DICKS. Let me ask you one other thing.
A lot of people hold out as a way to save a lot of money going

back to the draft. Has the GAO or anyone done any kind of work
on comparing what the cost would be if you had a draft versus not
having a draft? Done any work on that?
Mr. COFFEY. We have done some preliminary work and quite a

lot of discussion and thinking. The answer is probably much as
General Tice talked. It would depend on a lot of very critical
decisions.
Mr. DICKS. Wasn't the draft in the past for two years?
Mr. COFFEY. Right.
Mr. DICKS. Based on, say, a two-year draft, have you done any

work that you could give us any kind of numbers?
Mr. COFFEY. It would depend on two factors. First is how many

you would draft. If you simply draft in today's environment,
today's force size--
Mr. DICKS. Let me ask you a question on that. How many people

do we get each year-400,000?
Mr. COFFEY. Roughly, yes, for the Active forces.
Mr. DICKS. So we have to decide how many of those you would be

drafting and how many would be volunteering?
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Mr. COFFEY. Correct. We must remember of the 400,000, certainly
in excess of 300,000 are of the quality and commitment that we are
after, that all our concern about quality has to do with the margin-
al difference between the number of quality people we are getting
and those we would like to have.
So, we could envision a draft within the existing force structure

of perhaps 100,000 a year. This would allow continuing volunteer-
ing from those who are of at least the quality that you would be
drafting and who obviously want to come in.
Mr. DmKs. But would you get them if the pay was less?
Mr. COFFEY. It depends how much less. If you made massive

reductions in pay, no. The numbers would go down.
Mr. McKs. So then the quality of the volunteers you get would

likely drop?
Mr. COFFEY. Correct.
Mr. McKs. So you are playing a risk game. It is kind of rolling

the dice about who these 100,000 people are that you are going to
pick up in the draft?
Mr. COFFEY. Yes.
Mr. DmKs. And if you really do believe, as I do, that the quality

out there isn't all that good because of the decline in education in
America, you may not really be getting all that many better
people. Therefore, this thing could be kind of—has a false promise.
Mr. COFFEY. I essentially echo that thought and point out that

even when we talked about reducing salaries for all the initial
entrants, down to a level of the minimum wage, which is probably
politically infeasible, the savings would not be very much.
The manpower costs essentially are in the career force. By reduc-

ing entry-level salaries, you can save several billion dollars, but
against the $80 billion or so we are spending, it is not a substantial
amount.
Mr. McKs. And when you offset that against training differences

and the likelihood that you are probably going to get less quality in
the people who volunteer—there are some real offsets here that I
think people have not thought through.
Mr. COFFEY. Right. There would also be pressure to have a some-

what larger force size in order to retain the operating units at the
level they are at today. Because you would have more people in
training, to keep the units at their current strength, you would
need a larger force.
Mr. DICKS. I am not advocating you do a lot of work on things

somebody hasn't asked you to do, but in this area, it is an impor-
tant question. Getting some numbers here would be important.
Mr. COFFEY. Yes. We have started that. We hope to have some-

thing for you in the near future.
Mr. McKs. Thank you, Mr. Chairman.
Mr. ADDABBO. Mr. Hefner?

IMPACT ON RETIRED DAY

Mr. HEFNER. If this entire pay raise goes into effect, how is that
going to affect the retirement of the people who are going to retire in
the next couple of years. It seems to me this is a real windfall for
these people.
Mr. COFFEY. It is, indeed.
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Mr. HEFNER. How much is that going to affect down the road the
overall cost of retirement? It seems to me that it would be probably
a very difficult thing to do. It seems a bit excessive pay increase to
give someone who is going to get out in 18 months or two years.
Would it be feasible to write into this legislation this amount of

increase would not be given to those that were going to get out of
the service within the next two years or so? It seems to me that it
is a tremendous windfall.

It has nothing to do with retention. If a guy has two years to go,
he is not going to leave the service. As a matter of fact, most of
these people in these positions, with five or six years, they are not
going to leave the service.
Mr. COFFEY. You are correct, sir. At the extreme, a service

member could retire immediately upon the effective date of the pay
increase, and recognizing that military retirement pay is based on
the salary you have at the time of retirement, unlike civil service—
your retirement and mine, where it is a three-year average.
In their case, the moment the pay rate changes, their retirement

goes up substantially. So it would be in our interest to defer those
additional costs, if there is a way to do it. As you suggest could well
make sense.
Mr. HEFNER. It would be a tremendous savings over the long run.
Mr. COFFEY. It would indeed.
Mr. HEFNER. I have no further questions.
Mr. ADDABBO. Any further questions?
Thank you very much, gentlemen.
Mr. COFFEY. Thank you, Mr. Chairman.
Mr. ADDABBO. The committee stands in recess until 9:30 on

Thursday.
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