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THE ALL-VOLUNTEER FORCE--TESTIMONY BEFORE THE HOUSE BUDGET COMMITTEE:
JLY 12, 1977

By RICHARD V. L. COOPER
THE Ranp CORPORATION

MrR. CHAIRMAN, AND MEMBERS OF THE COMMITTEE, IT IS INDEED A
PRIVILEGE TO APPEAR BEFORE YOU THIS MORNING TO DISCUSS THE ALL-VOLUNTEER
Force. | TRUST THAT THE COMMITTEE RECOGNIZES THAT | APPEAR BEFORE YOU
THIS MORNING AS AN INDIVIDUAL, NOT’AS A REPRESENTATIVE OF THE RAND
CORPORATION OR ITS RESEARCH SPONSORS.

| WOULD LIKE TO STATE AT THE OUTSET THAT | DO NOT APPEAR HERE THIS
MORNING AS EITHER AN ADVOCATE OR AN OPPONENT OF THE VOLUNTEER FORCE.
ALTHouGH [ CERTAINLY DO HOLD STRONG OPINIONS ON MANY OF THE
ISSUES, MY TESTIMONY THIS MORNING REFLECTS MY VIEWS AS AN ANALYST,
QUITE FRANKLY, [ WAS NOT COMMITTED TO EITHER SIDE OF THE DEBATE WHEN
] BEGAN MY RESEARCH ON THE VOLUNTEER FORCE ABOUT FOUR YEARS AGO.
HOWEVER, THE ONE THING THAT | BECAME CONVINCED OF QUITE EARLY WAS THAT
THE THEN-EMERGING DEBATE ABOUT THE ALL-VOLUNTEER FORCE SEEMED TO BE
SADLY MISSING THE MARK. ACCORDINGLY, MY EARLY RESEARCH WAS INITIALLY
DIRECTED TO FINDING OUT WHAT WAS REALLY HAPPENING AND WHY,

IT 1S IN THIS RESPECT THAT | WOULD LIKE TO SHARE WITH YOU THIS
MORNING SOME OF MY VIEWS, FIRST, REGARDING THE REASONS UNDERLYING THE
TERMINATION OF THE DRAFT, ESPECIALLY SINCE MANY OF THESE REASONS ARE
LIKELY TO BE WITH US FOR THE REMAINDER OF THIS CENTURY. SECOND, I
WOULD LIKE TO BRIEFLY REVIEW THE EXPERIENCE WITH THE VOLUNTEER FORCE.
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AND THIRD, | WOULD LIKE TO TOUCH ON WHAT I FEEL ARE SOME OF THE MORE
PRESSING ISSUES THAT THE DEPARTMENT OF DEFENSE AND THE CONGRESS WILL
FACE DURING THE NEXT DECADE.

[N THIS REGARD, | HAVE PREPARED A WRITTEN STATEMENT THAT I WOULD
LIKE TO SUBMIT TO THE COMMITTEE, BUT RATHER THAN READ IT IN ITS
ENTIRETY, | WOULD LIKE TO BRIEFLY HIGHLIGHT SOME OF THE KEY POINTS.

To BEGIN WITH, ALTHOUGH MANY CREDIT THE DEMISE OF THE DRAFT TO THE
VIETNAM WAR, | THINK FAR MORE FUNDAMENTAL CONCERNS WERE AT WORK.
SPECIFICALLY, THE VOLUNTEER FORCE EMERGED IN THE LATE 1960s AS ONE OF
THE VERY FEW ALTERNATIVES FOR DEALING WITH THE GROWING INEQUITIES OF
THE SELECTIVE SERVICE DRAFT. [HE INCREASING NUMBERS OF YOUNG MEN
REACHING MILITARY AGE EACH YEAR AND RELATIVELY CONSTANT (OR DECREASING)
FORCE SIZES MEANT THAT A SMALLER PROPORTION WOULD HAVE TO SERVE IN THE
MILITARY. [N FACT, BY THE MID-1970s, ONLY ONE OUT OF EVERY FIVE YOUNG
MEN WOULD EVER SERVE IN THE MILITARY. COUPLED WITH THE PAY DISCRIMINATION
TOWARD JUNIOR MILITARY PERSONNEL THAT CHARACTERIZED THE POST-WAR DRAFT,
THIS MEANT THAT INCREASINGLY FEWER WOULD HAVE TO BEAR AN INCREASINGLY
LARGE BURDEN,

THE GATES COMMISSION ARGUED PERSUASIVELY THAT THOSE FORCED TO SERVE
SHOULD NOT HAVE TO PAY A LARGE FINANCIAL PRICE IN ADDITION TO THE OTHER
BURDENS OF INVOLUNTARY SERVITUDE, AND THUS RECOMMENDED THAT FIRST-TERM
MILITARY PAY BE RAISED TO A LEVEL COMPARABLE TO THAT EARNED BY COMPARABLY
AGED AND EDUCATED CIVILIAN WORKERS. CONGRESS CONCURRED AND RAISED FIRST
TERM PAY IN 1971, [INTERESTINGLY, BY RAISING PAY TO THIS LEVEL, THE
SERVICES WOULD BE ABLE TO ATTRACT ENOUGH VOLUNTEERS SUCH THAT A DRAFT
WOULD NOT BE NECESSARY. [N OTHER WORDS, AN ALL-VOLUNTEER MILITARY WOULD
NOT REQUIRE ANY EXTRAORDINARY MEASURES; IT BASICALLY MEANT THE PAYMENT



OF A "MARKET WAGE” TO NEW RECRUITS,

THOSE DECISIONS ARE, OF COURSE, PAST, SO THE ISSUE NOW BECOMES ONE
OF ASSESSING HOW WELL THE VOLUNTEER FORCE HAS DONE. IN FACT, PERHAPS
THE MOST IMPORTANT CONCLUSION TO EMERGE FROM THESE LAST FOUR AND A HALF
YEARS IS THAT THE ALL VOLUNTEER FORCE HAS WORKED. [HE FIRST FEW YEARS
WITHOUT CONSCRIPTION HAVE SHOWN THAT THE MILITARY SERVICES CAN ATTRACT
A SOCIALLY REPRESENTATIVE MIX OF THE DESIRED QUANTITY AND QUALITY OF
NEW RECRUITS WITHOUT THE PRESSURE OF THE DRAFT AND AT A COST SUBSTANTIALLY
LESS THAN COMMONLY ASSUMED. [OREOVER, THE SUCCESS OF THE VOLUNTEER FORCE
IS NOT THE RESULT OF HIGH UNEMPLOYMENT RATES, THOUGH THESE CLEARLY AIDED
THE RECRUITING EFFORT, BUT RATHER CAN BE ATTRIBUTED TO THE FACT THAT
MILITARY SERVICE APPARENTLY CONTINUES TO BE SEEN AS AN ATTRACTIVE
EMPLOYMENT OPTION BY A BROAD CROSS-SECTION OF AMERICAN YOUTH.

WITH THE EXCEPTION OF MODEST ARMY AND MARINE CORPS RECRUITING
SHORTFALLS DURING THE FIRST YEAR OF THE AVF--AND AGAIN DURING THE
TRANSITION QUARTER--THE SERVICES HAVE SUCCESSFULLY MET THEIR QUANTITATIVE
RECRUITING OBJECTIVES SINCE THE REMOVAL OF THE DRAFT. [OREOVER, BECAUSE
THESE RECRUITING SHORTFALLS CAN BE SHOWN TO BE LARGELY THE RESULT OF
SHORTAGES OF RECRUITERS IN THE FIELD, UNNECESSARILY RESTRICTIVE QUALITY
STANDARDS, AND UNUSUALLY LARGE ACCESSION REQUIREMENTS, THESE PAST
RECRUITING DIFFICULTIES DO NOT SEEM TO BE INDICATIVE OF LONGER RUN RECRUITING
PROBLEMS, THOUGH THEY DO SHOW THAT FUTURE RECRUITING PROBLEMS CAN OCCUR IF
THE FORCE IS NOT PROPERLY MANAGED.

THE keY AVF I1SSUE 1S THEREFORE NOT MANPOWER SUPPLY, BUT IS INSTEAD
ENLISTED ACCESSION REQUIREMENTS. AS A RESULT OF SERVICE POLICIES SUCH
AS LIMITING THE FLOW INTO THE CAREER FORCE (WHICH IS DUE IN PART TO



CONGRESSIONAL LIMITATIONS ON THE NUMBERS OF PERSONNEL IN THE SENIOR PAY
GRADE), ENLISTED ACCESSION REQUIREMENTS ARE ACTUALLY HIGHER UNDER THE
VOLUNTEER FORCE THAN THEY WERE UNDER THE DRAFT, RELATIVE TO FORCE SIZES,
WHEN WE WOULD EXPECT JUST THE REVERSE. THE KEY TO THE LONG-RUN SUCCESS
OF THE VOLUNTEER FORCE, AS WELL AS TO MORE COST EFFECTIVE MANAGEMENT OF
ENLISTED MANPOWER, THEREFORE RESTS IN REDUCING ENLISTED SUCCESSION
REQUIREMENTS—AND, HENCE, IN REDUCING PERSONNEL TURNOVER RATES. IN OTHER
WORDS, THE CENTRAL AVF ISSUE IS ONE OF MANAGEMENT--SPECIFICALLY, REDUCING
ENLISTED ACCESSION REQUIREMENTS.

THE QUALITY OF NEW RECRUITS, AS MEASURED BY SUCH INDICATORS AS
MENTAL APTITUDE AND EDUCATIONAL ATTAINMENT, HAVE ACTUALLY INCREASED SINCE
THE REMOVAL OF THE DRAFT, AND SUBSTANTIALLY SO SINCE ABOUT FY1975. THE
REAL QUALITY ISSUES INSTEAD CONCERN WHETHER THE SERVICE'S CURRENT QUALITY
MAXIMIZING PHILOSOPHY YIELDS STANDARDS THAT ARE TOO RESTRICTIVE (RATHER
THAN TO LENIENT) AND WHETHER THE RIGHT BALANCE AMONG INDIVIDUAL QUALITY
CRITERIA SUCH AS MENTAL APTITUDE AND EDUCATIONAL ATTAINMENT IS BEING
MAINTAINED. SPECIFICALLY, THE EVIDENCE SUGGESTS THAT CURRENT QUALITY
STANDARDS ARE TOO STRICT , THAT THE SERVICES SHOULD ACCEPT MORE
CATEGORY [V HIGH SCHOOL GRADUATES,AND SHOULD PROBABLY RELAX SOME OF THE
MEDICAL STANDARDS TO SCREEN APPLICANTS FOR ENLISTMENT.

TURNING TO THE QUESTION OF SOCIAL REPRESENTATION, WE FIND THAT
BLACK PARTICIPATION IN THE ARMED FORCES HAS IN FACT RISEN SIGNIFICANTLY
DURING THE PAST FIFTEEN YEARS, BUT THIS INCREASE IS LARGELY UNRELATED
TO THE VOLUNTEER FORCE. IT IS INSTEAD DUE MAINLY TO THE INCREASING
NUMBERS OF BLACKS FOUND ELIGIBLE FOR MILITARY SERVICE. SPECIFICALLY,
ALTHOUGH BLACKS CONTINUE TO SCORE LESS WELL ON MENTAL APTITUDE SCREENING



TESTS THAN WHITES, THE PROPORTION OF BLACKS FAILING TO QUALIFY FOR
MILITARY SERVICE HAS DECREASED SIGNIFICANTLY OVER THE PAST TWENTY YEARS.
BECAUSE OF THIS, THE BLACK PROPORTION OF THE PRIME MANPOWER POOL——THAT
IS, AVERAGE AND ABOVE AVERAGE MENTAL APTITUDE-—HAVE INCREASED FROM A
LITTLE UNDER THREE PERCENT IN 1960 TO MORE THAN SEVEN PERCENT TODAY.
THIS IS AN INCREASE OF ALMOST TWO AND ONE HALF TIMES.

MOREOVER, THE INCREASING PROPORTION OF BLACKS IN THE FORCE IS NOT
AN INDICATOR THAT THE AVF HAS RESULTED IN AN ARMY OF THE POOR, AS THERE
ARE AS MANY NEW RECRUITS FROM MIDDLE AND HIGH INCOME AREAS UNDER THE
VOLUNTEER FORCE AS THERE WERE DURING THE LOTTERY DRAFT, PRESUMABLY
THE MOST SOCIALLY REPRESENTATIVE PERIOD OF CONSCRIPTION. ALSO, THE
AVF REGIONAL COMPOSITION AND THE URBAN RURAL MAKEUP OF THE FORCE IS
REMARKABLY SIMILAR TO WHAT IT WAS UNDER THE DRAFT. IN OTHER WORDS,

THE MILITARY CONTINUES TO DRAW A SOCIALLY REPRESENTATIVE SAMPLE OF
AMERICAN YOUTH.

TURNING NEXT TO COSTS, IT IS EASY TO SEE WHY MANPOWER COSTS IN
GENERAL AND THE PRESUMED COST OF THE VOLUNTEER FORCE HAVE BECOME SO
IMPORTANT. HOWEVER, THE ATTRIBUTION OF THESE COSTS TO THE VOLUNTEER
FORCE IS PLAINLY INCORRECT, FOCUSSING FOR A MOMENT ON THE AMOUNT
THAT IS PAID TO DEFENSE PERSONNEL, WE FIND THAT THE FACTORS LEADING TO
THE CONSIDERABLE GROWTH IN MANPOWER COSTS CAN INSTEAD BE TRACED TO
EVENTS THAT BEGAN NEARLY THREE DECADES AGO. FOR EXAMPLE, WHEREAS THE
MILITARY HAS HISTORICALLY RELIED ON A THIRTY YEAR CAREER, THE IMVEDIATE
POST-WORLD WAR II PERIOD SAW THE FIRST WIDESPREAD IMPLIMENTATION AND
USE OF THE TWENTY YEAR MILITARY CAREER--A POLICY THAT WOULD COME TO HAVE
A DRAMATIC EFFECT ON DEFENSE MANPOWER COSTS ABOUT TWENTY-FIVE YEARS LATER,
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SIMILARLY, THE SIXTIES MARKED THE IMPLEMENTATION OF COMPARABILITY
PAY FOR CIVILIAN EMPLOYEES OF THE DoD, THE BEGINNING OF ANNUAL PAY
INCREASES FOR MILITARY PERSONNEL, THE SO-CALLED “CATCH-UP" PAY RAISE
FOR CAREER MILITARY PERSONNEL, AND THE “ONE PERCENT KICKER” FOR ADJUSTING
FEDERAL MILITARY AND CIVILIAN RETIRED PAY.

IN SHORT, THE ONLY INCREASES IN MANPOWER COSTS THAT CAN EVEN BE
REMOTELY RELATED TO THE VOLUNTEER FORCE ARE THE LARGE PAY INCREASE FOR
FIRST-TERM MILITARY PERSONNEL INPLEMENTED IN 1971 AND THE INCREASED
RECRUITING AND BONUS COSTS FOR THESE INDIVIDUALS. EVEN THE PAY INCREASE
SHOULD NOT PROPERLY VIEWED AS AN AVF COST, SINCE THE GATES COMMISSION
ARGUED VIGOROUSLY THAT PAY DISCRIMINATION AGAINST JUNIOR MILITARY
PERSONNEL OUGHT TO BE ELIMINATED FOR EQUITY REASONS ALONE--IRRESPECTIVE
OF THE DECISION TO END THE DRAFT.

THE END RESULT IS THAT THE VOLUNTEER FORCE HAS ADDED LESS THAN
THREE HUNDRED MILLION DOLLARS TO THE COST OF DEFENSE MANPOWER-—ABOUT
TWO/TENTHS OF ONE PERCENT OF THE DEFENSE BUDGET. THE REASON WHY SUCH
A SMALL PROPORTION OF MANPOWER COST GROWTH CAN BE ATTRIBUTED TO THE
AVF 1S THAT THE DRAFT PROVIDES VERY LITTLE LEVERAGE OVER TOTAL
MANPOWER COSTS. THAT IS, WHEREAS THE BASIC EFFECT OF THE DRAFT IS TO
REDUCE THE BUDGET OUTLAYS FOR THOSE IN THE FIRST TWO YEARS OF SERVICE,
THE TOTAL COST OF THESE PERSONNEL ONLY AMOUNTS TO ABOUT SIX BILLION
DOLLARS—JUST A LITTLE OVER TEN PERCENT OF ALL DEFENSE MANPOWER OUTLAYS,

FOR THE MOST PART, THEN, THE STORY OF THE VOLUNTEER FORCE HAS BEEN
A STORY OF SUCCESS. 10 BE SURE, THERE HAVE BEEN CERTAIN PROBLEMS, SUCH
AS THE FIRST YEAR RECRUITING SHORTFALLS PREVIOUSLY MENTIONED, BUT THESE
HAVE BEEN LARGELY PROBLEMS OF THE WAY THE TRANSITION WAS MANAGED, NOT
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WITH THE FUNDAMENTAL CONCEPT OR POLICY. OTHER PROBLEMS REMAIN, SUCH
AS RESERVE FORCES MANNING. HOWEVER, THESE PROBLEMS ARE PROBABLY MORE A
RESULT OF FINDING THE RIGHT MANAGEMENT AND FORCE STRUCTURE SOLUTIONS
THAN OF THE VOLUNTEER FORCE PER SE. FOR EXAMPLE, ALTHOUGH THE RESERVE
FORCES HAVE HISTORICALLY BEEN STRUCTURED AS A “MIRROR IMAGE” OF THE
ACTIVE FORCES, COMYON SENSE WOULD SEEM TO ARGUE FOR ALTERNATIVE
SOLUTIONS, SUCH AS A MORE EXPERIENCED FORCE (WHERE CAPABILITY IS
MAINTAINED BUT NOT DEVELOPED). [ DO NOT WANT TO OVERSIMPLIFY THE
DIFFICULTIES THAT NOW CONFRONT THE RESERVE FORCES, BUT NEVERTHELESS

[ THINK THE MOST FUNDAMENTAL PROBLEM IS THAT THE RESERVE FORCES ARE
SHOWING THE MORE THAN TWENTY-FIVE YEARS OF NEGLECT THAT THEY HAVE
SUFFERED UNDER. AS A RESULT, WE NEED TO PAY FAR CLOSER ATTENTION TO
WHAT THE APPROPRIATE MANNING CONFIGURATIONS AND PERSONNEL POLICIES OUGHT
TO BE FOR MAINTAINING AN EFFECTIVE RESERVE FORCE.

My DISCUSSION THUS FAR HAS BEEN FOCUSSED ON THE VOLUNTEER FORCE
IN THE NARROW SENSE, BUT THE REAL IMPLICATIONS OF ENDING THE DRAFT ARE
CLEARLY MUCH LARGER. THE NEARLY THREE DECADES OF POST WAR CONSCRIPTION
ENCOURAGED THE MILITARY TO DEVELOP AND MAINTAIN PATTERNS OF MANPOWER
UTILIZATION AND MANAGEMENT THAT MAY BE NEITHER COST EFFECTIVE NOR
EQUITABLE AND, AS A RESULT, PROBABLY ADD NEEDLESS CONSTRAINTS AND
UNNECESSARY COSTS TO THE DEFENSE MANPOWER SYSTEM.

THE BASIC PROBLEM CENTERS ON THE FACT THAT MANPOWER--ESPECIALLY
JUNIOR PERSONNEL--HAS HISTORICALLY BEEN VIEWED AS A FREE GOOD. SINCE
THE DRAFT ALWAYS PROVIDED ADEQUATE NUMBERS OF PERSONNEL, THERE WAS LESS
OF A NEED TO QUESTION THE EFFICIENCY OF MANPOWER UTILIZATION. THUS,
ONE OF THE MOST IMPORTANT BY-PRODUCTS OF THE VOLUNTEER FORCE HAS BEEN



7O PROVIDE A FRAMEWORK FOR ADDRESSING THE EFFICIENCY OF MANPOWER
MANAGEMENT AND UTILIZATION POLICIES,

To DATE, HOWEVER, THE POSSIBLE EFFICIENCY GAINS=-AND CORRESPONDING
COST SAVINGS—-HAVE GONE LARGELY UNREALIZED, TO ACHIEVE THESE IMPROVEMENTS,
WE MUST NOT JUST UNDERSTAND THE AVF, WHICH PROVIDES THE CONTEXT FOR
IMPROVED MANAGEMENT, BUT MUST ADDRESS THE MAJOR AREAS IN NEED OF REFORM:
MANPOWER REQUIREMENTS; COMPENSATION, RETIREMENT, AND TENURE POLICY; AND
MILITARY TRAINING,

To ILLUSTRATE, THE COST OF MANPOWER HAS RISEN SUBSTANTIALLY RELATIVE
TO THE COST OF CAPITAL EQUIPMENT DURING THE PAST TEN YEARS OR SO. BUT
THERE HAS BEEN RELATIVELY LITTLE RESPONSE IN TERMS OF THE MIX OF MANPOWER
AND EQUIPMENT USED IN THE DEFENSE MISSION. CONSIDERATION OUGHT THEREFORE
TO BE GIVEN TO FINDING WAYS OF SUBSTITUTING EQUIPMENT FOR MANPOWER,
ESPECIALLY IN THE SUPPORT AREAS.

PERHAPS EVEN MORE IMPORTANT, THE COSTS OF JUNIOR ENLISTED PERSONNEL
HAVE INCREASED DRAMATICALLY RELATIVE TO THE COSTS OF CAREER PERSONNEL
AS A RESULT OF THE VOLUNTEER FORCE. YET, THE SERVICES CONTINUE TO RELY ON
THE SAME MIX OF FIRST-TERM AND CAREER PERSONNEL THAT THEY DID DURING THE
PRE-VIETNAM DRAFT. A SUBSTITUTION OF CAREER ENLISTED PERSONNEL FOR FIRST
TERMERS WOULD NOT ONLY HELP TO REDUCE ENLISTED ACCESSION REQUIREMENTS,

BUT WOULD PROBABLY RESULT IN SUBSTANTIAL COST SAVINGS AS WELL. IN FACT,
SHIFTING FROM THE CURRENT MIX OF SIXTY PERCENT FIRST-TERMERS AND FORTY
PERCENT CAREERISTS TO A FIFTY/FIFTY MIX COULD PROBABLY YIELD COST SAVINGS
AMOUNTING TO BETWEEN ONE TO TWO BILLION DOLLARS PER YEAR.

THESE ARE ONLY TWO EXAMPLES OF THE WAYS THAT RESOURCES CAN BE
REALLOCATED WITHIN A GIVEN FORCE STRUCTURE TO ACHIEVE EITHER COST SAVINGS
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OR CAPABILITY INCREASES. BUT, THEY ILLUSTRATE HOW THE MANPOWER
REQUIREMENTS PROCESS OUGHT TO BE A FUNCTION OF THE COSTS OF PARTICULAR
INPUTS TO THE DEFENSE MISSION.

AS IMPORTANT AS THESE QUESTIONS OF RESOURCE ALLOCATION ARE THOSE
CONCERNING THE WAYS THAT THE DEPARTMENT OF DEFENSE MANAGES ITS UNIFORMED
PERSONNEL. FOR EXAMPLE, INDIVIDUAL MILITARY TRAINING, WITH COSTS
AMOUNTING TO MORE THAN SIX BILLION DOLLARS PER YEAR, IS CLEARLY ONE OF
THE KEY POLICY PROBLEMS AND IS RECOGNIZED AS SUCH. HOWEVER, MOST
ATTENTION HAS BEEN DIRECTED TO. IMPROVING THE EFFICIENCY OF THE
TRAINING ESTABLISHYENT IN THE NARROW SENSE--THAT IS, IN DESIGNING
BETTER COURSES, REDUCING THE STUDENT TO STAFF RATIO, AND SO FORTH.
FQUALLY IMPORTANT, THOUGH, IS THE IMPACT THAT TODAY'S SYSTEM OF MANPOWER
REQUIREMENTS HAS ON THE MAGNITUDE OF FIRST TERM ENLISTED TRAINING, THE
LARGEST SINGLE COMPONENT OF THE TRAINING ESTABLISHMENT.

SPECIFICALLY, FIRST TERM ENLISTED TRAINING COSTS ARE DETERMINED
IN A LARGE PART BY THE NUMBERS OF SUCH PERSONNEL RECEIVING TRAINING
AND BY COURSE LENGTH. SHIFTING TO A SOMEWHAT MORE CAREER INTENSIVE
FORCE COULD DRAMATICALLY REDUCE THE NUMBERS OF PERSONNEL THAT RECEIVE
BASIC AND SKILL TRAINING AND COULD ALSO LEAD TO SHORTER COURSES. THUS,
WHAT AT FIRST APPEARS TO BE A TRAINING PROBLEM IS IN REALITY A
REQUIREMENTS PROBLEM.

THE MILITARY COMPENSATION SYSTEM IS LIKEWISE IN NEED OF MAJOR
OVERHAUL. [T WAS BASICALLY DEVELOPED FOR THE NEEDS OF A DIFFERENT
ENVIRONMENT. THERE HAVE BEEN MARGINAL ADJUSTMENTS IN THE COMPENSATION
SYSTEM TO SOLVE SPECIFIC PROBLEMS OVER THE YEARS, SUCH AS BONUSES AND
FLIGHT PAY, BUT THE END RESULT IS THAT THE CURRENT SYSTEM IS A PATCHWORK OF
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SEPARATE LEGISLATIVE AND REGULATORY CHANGES THAT MAY BE ILL-EQUIPPED TO
DEAL. WITH THE NEEDS OF THE POST-DRAFT ENVIRONMENT,

FOR EXAMPLE, ALTHOUGH ORIGINALLY INTENDED TO KEEP FEDERAL PAY
(MILITARY AND CIVILIAN ALIKE) COMPETITIVE WITH THE CIVILIAN SECTOR, THE
ACTUAL RESULT OF THE CURRENT SYSTEM IS PROBABLY TO PAY FAR MORE THAN
NECESSARY. INDEED, SUMMING ALL OF THE COMPONENTS OF THE COMPENSATION
PACKAGE REVEALS THAT MILITARY OFFICERS, FOR EXAMPLE, EARN ABOUT SEVENTY
PERCENT MORE, AND ENLISTED PERSONNEL ABOUT THIRTY PERCENT MORE, THAN
COMPARABLY AGED AND EDUCATED CIVILIAN WORKERS., THE PROBLEM IS THAT THIS
DID NOT BASICALLY HAPPEN BY DESIGN, BUT WAS LARGELY BY ACCIDENT,

] HAVE PROVIDED JUST A FEW EXAMPLES, BUT THESE EXAMPLES, ALONG
WITH THE ONES [ HAVE OUTLINED IN MY WRITTEN STATEMENT COULD POSSIBLY
SAVE SOME $5 To $10 BILLION IN THE LONG RUN--THAT 1S, 10 T0 20 PERCENT
OF THE CURRENT MANPOWER BUDGET,

THE LARGER POINT IS THAT THE DRAFT PROVIDED LITTLE INCENTIVE TO
EXAMINE OR REEVALUATE THE TYPES OF POLICIES USED TO MANAGE MILITARY
PERSONNEL, BUT THE REMOVAL OF THE DRAFT DOES JUST THAT,

MANPOWER COST REDUCTION IS OF COURSE A LONG-RUN PROPOSITION.

THE TYPES OF POLICIES THAT ARE ADOPTED NOW, FOR EXAMPLE, WILL HAVE AN
IMPACT FOR 20 YEARS OR MORE., THUS, ALTHOUGH THE LONG-RUN NATURE OF
THE MANPOWER PROBLEM MAY NOT PROVIDE MUCH INCENTIVE TO TACKLE THESE
VERY DIFFICULT PROBLEMS TODAY, WE HAVE SEEN WHAT HAPPENS WHEN THESE
PROBLEMS ARE NOT DEALT WITH--SINCE TODAY'S ENORMOUS COSTS CAN BE TRACED
DIRECTLY TO EVENTS THAT HAVE HAPPENED OVER THE PAST THREE DECADES.,
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To SUMMARIZE, THE VOLUNTEER FORCE CAN BE MADE TO FAIL, BuT IT
CAN ALSO BE MADE TO WORK, AND PERHAPS MUCH BETTER THAN ITS DRAFT-
DEPENDENT PREDECESSOR, WHETHER OR NOT ITS POTENTIAL IS REALIZED
WILL DEPEND CRITICALLY ON THE POLICIES THAT THE MILITARY SERVICES
AND THE CONGRESS ADOPT AND IMPLEMENT DURING THE NEXT TEN YEARS, FOR
THE TRUE TEST WILL occUR IN THE 1980s. IF ITS POTENTIAL IS NOT
REALIZED, SOCIETY MAY NOT BE WILLING TO PAY THE ESCALATING COSTS
EMANATING FROM THE CURRENT APPROACH AND, AS A RESULT, MAY SIMPLY
CUT FORCES, _

THIS MORNING | HAVE EMPHASIZED SOME OF THE PROBLEMS THAT REMAIN,
BUT IT IS IMPORTANT TO EMPHASIZE HOW MUCH PROGRESS HAS BEEN MADE,
THE REMOVAL OF THE DRAFT WAS A MAJOR SHOCK, SO THE FACT THAT THERE
HAVE BEEN SO FEW PROBLEMS DURING THE TRANSITION IS A REAL TRIBUTE
TO THE MILITARY AND CIVILIAN LEADERSHIP IN THE DoD. THus, IT IS
IMPORTANT TO VIEW MY TESTIMONY IN THE PROPER LIGHT--SPECIFICALLY,
AS AN ATTEMPT TO PROVIDE ALTERNATIVES FOR IMPROVING A SYSTEM THAT
IS ALREADY GOOD.

MR, CHAIRMAN, AND MEMBERS OF THE COMMITTEE, [ WOULD AGAIN LIKE
TO THANK YOU FOR THE OPPORTUNITY TO APPEAR BEFORE YOU THIS MORNING,
] WOULD BE MORE THAN PLEASED TO ANSWER ANY QUESTIONS THAT YOU MIGHT
HAVE ,
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Appendix A

Prepared Statement Submitted to the House Budget Committe=
{Task Force on National Security)

THE ALL-VOLUNTEER FORCE AND DEFENSE MANPOWER~-~-
TESTIMONY BEPORE THE HOUSE BUDGET COMMITTEE
(TASK FPORCE ON NATIONAL SECURITY), JOLY 12, 1977*

by Richard V. L. Cooper
The Rand Corporation

I, _INTRODUCTION

The Advent of the All-Volunteer Force in 1973 marked the
beginning of a new era for the United States military, and indeed,
for American society in general, Without the pressure of the draft,
the armed services were forced to rely on true volunteers as their
sole source of military manpower for the first time in more than
three decades.

Although the AVF has been viewed since its inception almost
entirely in terms of its ability to attract the desired numbers
and types of recruits, the implications of the volunteer force are
clearly much larger, touching on virtually all aspects of the
defense affort., Moreover, and whether intended or not, the draft
in its removal were and are an integral part of U.S. economic and
social policy, with effects going far beyond the narrower confines

of defense.

*
This paper is based largely on material presentad in a
forthcoming book by the author, Defense Without the Draft.
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The purpose of this paper is to providz a brief, but
broad assessment of defense without the draft--past, present,
and future, Indeed, how policies evolve and how the military
responds will clearly play a key role in shaping U.S. defense
posture and social policy for the remainder of this century.

The paper is divided into three parts: the first provides
a brief discussion of why the draft was =nded; the second examines
the evidence from the first few years without conscription; and the
third explores some of the changes that may be needed to make
military manpower policy consistent with an all-volunteer environ-

ment,
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II. THE DECISION TO END THE_DRAFT

Although the volunteer force is frequently viewed as an
outgrowth of the Vietnam War, the move to end the draft was actually
a result of far more fundamental concerns. In this regard, the
basic policy problem of the sixties can be traced to the growing
inequities of the selective service draft--inequities created by
the selective way that the burden of military service was applied
to young men of military age.

This selectivity came as a result of some simple demographic
trends: specifically, increasing numbers of young men reaching
military age cach year and constant (or decreasing) force sizes
meant that a smaller proportion of the military aged cohort would

actually serve. In fact, by the mid-1970s only one out of every

five young men would ever_serve_in the military. Coupled with the

pay discrimination toward junior military personnel that charac-
terized the post-war draft--often called the "conscription tax"--
this meant that increasingly fewer would have to bear an increasingly
large burden.

The President's Commission on an All-Volunteer Force concluded
that, by simply raising recruit pay to the level earned by
comparably aged and educated civilian workers, the worst part of
the pay discrimination would be eliminated and, interestingly,
the military would no longer need a draft, In other words, an
all-volunteer military would not reguire any extraordinary
measures: it basically meant the payment of a "market wage" to new
recruits.

The importance of this finding for the issue at hand--namely,
the All-Volunteer Force--is that a selective service military draft

probably does not present a socially viable alternative for military
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manpower procurement under projected defense needs and objectives,
That is, there is no way of distributing the burden of selective
service "fairly" after the fact, so a return to selactive service
conscription would only reintroduce the inequities a2liminated by the

volunteer force.
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III. _THE ALL-VOLUNTEER FORCE

Because of the valuable lessons providad by the early experience
with the voluntesr force, it is useful to examine the evidence from
these first few years without conscription. 1In this regard, the
emerging AVF debate provides a convenient tool for structuring an
analysis of the sarly AVF experience.

The post-draft debate has raised a number of specific issues
about the volunteer force, but four in particular stand out. These
include whether the military services can attract a sufficient
number of volunteers in the absense of a draft; whether they can
attract a sufficient quality of new recruits; whether the AVF has
resulted in a force that is no longer representative of the
American people; and to what extent the enormous growth in man-
power costs that has taken place in recent years is attributable
to the volunteer force.

Fnlistment Supply and Demand

In the case of enlistment supply, concern has centered first
on the recruiting shortfalls that characterized much of the first
year without the draft (and that surfaced again during the summer
of 1976) ; second, whether continued success of the volunteer force
depends on continued high unemployment rates; third, on what the
decreasing numbers of yvoung men reaching military age that begins
to take place about 1980 means for the future of the volunteer
force; and fourth, on the recruiting difficulties experienced by
the reserve forces., Interestingly, most of the attention has
focussed on the supply side of the recruiting probiem, leaving
the demand for new recruits virtually unquestioned. Yet, enlist-

ment demand is probably the single key AVF issue,
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The evidence shows that there is a more than adequate supply
of manpower for the enlisted forces, both quantitatively and
qualitatively., Specifically, actual supply under the AVF closely
matches the original Gates projections, In other words, one of
the key assumptions initially used to judge the viability of the
volunteer military has in fact proved to be correct,

In addition, although there were some recruiting problems
during the first year without the draft, these were not the
result of the AVF itself, but rather with the way it was initially
managed. For example, the army had about one thousand fewer
recruiters in the field during the summer of 1973 than it did
during the last vear of the draft, while simultaneously raising
its quality standards. 1In other words, the first year recruiting
shortfalls do not seem to be indicative of longer run recruiting
problems, though they do show that future recruiting problems can
occur if the force is not properly managed,.

Third, high unemployment rates, though certainly aiding the
recruiting effort, are not responsible for the success of the
volunteer force. Since a 10 percent increase in the unemployment
rate for young males results in only a 2 or 3 percent increase
in the number of enlistments, the future of the AVF does not depend
on continued high unemployment, Eather, the recent 2conomic
recession has enabled the military services to achieve unusually high
quality standards--higher than at any time during the draft--so that
concern should instead be focussed on whether the services will
unrealistically face future quality standards on what has been

achievable during the recession, instead of on what is required.
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Finally, although the reserve forces have in fact evidenced
considerable recruiting problems throughout the period of the
volunteer force, there is good reason to believe that some of the
reserve recruiting problem can be attributed to inappropriate
reserve forces structure goals, such as the mix of prior service
and non-prior service personnel desired. To be sure, we are still
a long way from understanding exactly how the reserve forces ought
to be structured, but the basic problem seems to be attributable to
the more than thirty years of neglect that the reserves have operated
under, rather than the AVF itself. <Clearly, however, the reserve
forces recruiting problem certainly warrants more careful study and
attention.

For the most part, then, the key AVF issue is not enlistment
supply--it is the demand for enlisted accessions. As a result of
deliberate service policies such as limiting the number of
reenlistments (which is partly attributable to Congressional
limitations placed on the numbers of personnel in the senior pay
grades), the services actually have larger accession requirements
relative to force sizes under the volunteer force than they did
under the draft. But, it is important to recognize that this
increased demand for accessions is largely policy driven--not a
result of the volunteer force.

On the face of it, supply and demand projections would seem
to support the Defense Manpower Commission's conclusion that the
services will weather the population decline in the 1980s only if
there is continused high unemployment. (See Figure 1,) However,

these projections are based on the service's own stated accession

requirements.,
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If the services! male enlisted accession requirements are
instead reduced in accordance with the Gates Commission recommen-
dations (by increasing the numbers of reenlistments and allowing
more women to ijoin), we find that there is a more than sufficient
manpower supply throughout the 198(s--even under the most robust
economic outlook.

The sufficiency of enlisted manpower supply could be further
enhanced by a relaxation of the physical (i.e., medical) standards
used to screen sarvice applicants, since analysis shows that a
modest relaxation in these standards could yield a five to ten
percent increase in supply with no adverse effect on force
capability.

Quality

The second major issue to emerge from the post-draft debate
concerns the "quality" of the force. Although quality is a
difficult concept to either define or measure, there are some proxy
measures that we can use to gauge the quality of the force--
perhaps the most common of which are the mental aptitude and
educational attainment of those entering the force. No matter
how we look at it, though, guality has changed very little since
the removal of the draft. If anything, it has actually increased,
especially since the recsssion.

For examples, the percentage of enlisted accessions that are
non-high school qgraduates has remained at roughly the historic
average. {See Figure 2.) On the other hand, the percentage of
accessions falling in Mental Category IV--that is, those in the
below average portion of the mental aptitude spectrum--has been
cut by more than half since the removal of the draft, from an
average of 19% during the last thirteen years of the draft to

less than 8% during the first three years of the volunteer force.
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Thus, the real issues seem to be, first, whether the services
are setting quality standards that are too restrictive (rather than
too lenient) and, second, whether they have maintained the right
balance among the various types of screening criteria such as
mental aptitude and educational attainment.

Specifically, although the military services have emphasized
the reduction in their Category IV intake, this has come at the
expense of a modest increase in the numbers of non-high school
graduates access2d4, Most analyses, however, suggest that Category
IV high school graduates are more productive on the job, pose fewer
disciplinary problems, and have lower attrition rates than their
Category I to IIT non-high school graduate counterparts,

Social Representation

It is ironic that one of the key issues to emerge out of the
volunteer experience has been whether the AVF would lead to a
military composed mainly of the poor and the black, and more
generally, whether a volunteer military would be socially represen-
tative of the mainstream of American society. The irony is of
course that the historically unrepresentative nature of conscription
was one of the principle reasons for the demise of the draft.
Whether due to explicit policy decisions such as those charac-
terizing the 1918 draft selection process--where individuals were
drafted in ascending order according to their "value to society"--
or more subtle forms of discrimination such as those represented
by post-wWorld War IT selective service deferment policy, it has
been generally wall-recognized that the draft placed a dispropor-
tionate burden on the poor and others less able to find ways of

avoiding induction.
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Although black participation in the armed forces has in fact
risen significantly during the past fifteen years (see Table 1),
this increase is not the result of the volunteer force. It is
instead due mainly to the increasing numbers of blacks found
eligible for military service. Specifically, although blacks
continue to scora less well on mental aptitude screening tests
than whites, the proportion of blacks failing to qualify for
military service has decreased significantly over the past 20
years. Because of this, the black proportion of the "prime"
manpower pool--i.e,, Mental Categories I to III-~-has increased
from a little under three percent in 1960 to more than seven
percent today. This is an increase of almost 2 1/2 times,

In fact, the ratio of the black percentage of Category I to
IIT male enlisted accessions to the black percentage of 18 year old
Category I to IIT male population has remained between 1.6 and 2.6
for the past fifteen years. Moreover, not only is there no clear
trend in this ratio, but what variations there have been can be
mostly explained by the unusually large unemployment rates exper-
ienced by black vouth {relative to whites) during the 1970s. That
is, whereas unemployment rates for black youth have historically
averaged about ten percentage points above those for white youth,
this difference jumped to 18 percentage points in 1974, Thus,
the changing racial composition of the enlisted force is not a
result of the volunteer force, but rather to changing demographic

and economic variables.
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Table 1

Determinants of Racial Composition of Enlisted Accessions

Fiscal Year

1960 1964 1970 1972 1974 1976
(1) Enlisted Accessions: Percent 8 10 12 15 21 16
Black
(2) Category I-IIT Accessions: 6 7 7 10 18 15
Percent Black
(3) 18 Year-0ld Category I-III Male
Population: Percent Black 2.9 3.5 4.5 5.5 6.8 7.1
(4) Ratio of Row (2) to Row (3) 2.1 2.0 1.6 1.8 2.6 2.1
(5) 18 to 19 Year-0ld Male Unem~
ployment Rates: Difference
Between Black & White (percent) 10 10 11 16 18 16
Source: Richard V.L. Cooper, Defense Without the Draft, forthcoming.
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The AVP debate has also failed to recognize the major strides
that the military services have made with respect to increasing
black participation in the officer corps. Whereas only about one
percent of all entering officers were black in 1960, about seven
percent of those entering today are black--about the same percentage
as the black share of tha 22 to 24 year old college graduate
population. This is a direct result of such programs as establishing
ROTC detachments at predominantly black colleges in the South.

Although some have generalized the changing racial composition
of the force to mean further that the military has come to rely more
heavily on the poor since the end of the draft, there is remarkably
little difference in the types of individuals entering the service
according to their families! income. For example, those zip codes
representing the top five percent of all zip codes in the country
in terms of average family income account for approximately the
same percentage of enlisted accessions under the AVF as they did
under the lottery draft--presumably the most socially representa-
tive period of conscription. {(See Table 2.) #e similarly find
that medium and low income areas are also contributing approximately
the same percentages as they did under the draft.

Moreover, whatever little change that has occurred since the
removal of the draft is antirely explained by the changing racial
composition of the force, since blacks tends to reside in lower
income areas than whites, In fact, whites and blacks individually
each seem to be coming in the same or slightly larger numbers from

high income areas under the AVF than they did under the draft.
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Table 2

Distribution of Enlisted Accessions According to the Average
Family Income of Their Home Address Zip Codes

(percent)
All White Black
Accessions Accessions Accessions
Areas Draft AVF Draft AVF Draft AVF

Highest Income

(Top 5%) 3.2 3.0 3.7 3.6 0.9 1.0
High Income

(75% - 95%) 24 .4 23.9 27.6 27.8 9.0 9.4

Medium Income
(25% - 75%) 55.0 54,9 56.1 56.1 50.0 50.8

Low Income
(5% - 25%) 16.1 17.0 10.3 10.3 34.3 32.9

Lowest Income
(Bottom 5%) 1.2 1.2 1.3 1.3 0.7 0.9

Source: Richard V.L. Cooper, Defense Without the Draft,
forthcoming.
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AVF Costs

With the dramatic growth in defense manpower costs over the
past ten to fifteen years, it is easy to see why manpower costs in
general and the presumed cost of the voluntear force in particular
have become so important. MNManpower costs increased from about
$22 billion in 1964 to more than $50 billion in 1976. Furthermore,
this increase has come at the expense of other defense items such
as force modernization, since the manpower share of the defense
budget over the same period increased from about 45 percent to
about 56 percent.

Attribution of this enormous cost growth to the volunteer
force is, however, plainly incorrect. Focussing on the amount that
is paid to defense personnel, the factors leading to the considerable
growth in manpower costs can instead be traced to events that began
nearly three decades ago., {See Figure 3.) For example, whereas the
military had historically relied on a thirty year career, the
immediate post-#World War II period saw the first widespread imple-
mentation and usaz of the twenty year military career--a policy that
would come to have a dramatic effect on defense manpover costs about
twventy-five years later.

The sixties marked the implementation of the comparability
pay principle for civilian employees of the federal government--
about one million of whom work for the DoD--and the beginning
of annual pay increases for military personnel.

In addition, the period 1967-1969 also saw the so-called
"catch-up"” pay raises for career military personnel--to bring their
pay in line with the private sector. Implementation of the “one

percent kicker" for adjusting federal military and civilian retired
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pay in 1969 meant that for every three percent increase in the cost
of living, there would be a four percent increase in retired pay,
thus increasing retirement costs substantially.

In fact, the only increases in manpower costs that can even
be remotely related to the AVF are the large pay increase for
first term military personnel implemented in 1971 and the increased
recruiting and bonus costs for these individuals. Even the pay
increase should not really be viewed as an AVF cost, since the
Gates Commission arqued vigorously that pay discrimination against
junior military personnel ought to be eliminated for equity reasons
alone--whether or not the draft was to be ended.

The end result is that the volunteer force has added less
than $300 million to the cost of defense manpower--about two-tenths
of one percent of the defense budget. The reason why such a small
proportion of manpower cost growth can be attributed to the AVF
is that the draft provides little leverage over total manpower
costs. That is, whereas the basic effect of the draft is to reduce
the budget outlays for those in their first two years of service,
the total cost of these personnel amounts to only about $6 billion--
just a little over ten percent of all defense manpower outlays.,

Future of_the AVF

To summarize, most of the concerns raised thus far during the
post draft debate are either unfounded or misplaced. In many
instances, the debate has been factually incorrect; there has
been a tendency to take issues and statistics out of context; and
there has been a failure to distinguish what might be termed as
general manpower problems from those specifically related to the

volunteer force.
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The importance of this finding is two-fold. First, the
early experience with the volunteer force has generally been a
success. In fact, considering the magnitude of the undertaking,
it is perhaps surprising that more problems have not been
encountered. Second, however, continued success depends on the
services making some fundamental adjustments in the way that they
use, manage, and compensate their personnel,

Viewed narrowly, this means, for instance, that the
services ought to reduce personnel turnover rates, access more
women, relax some of the medical criteria used to screen applicants
for enlistment, and accept more Category IV high school graduates.
In a broader sense, fundamental revisions in manpower utilization,

career management, and compensation are probably regquired.
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IV, MANPOWER MANAGEMENT_ AND UTILIZATION IN A VOLUNTEER ENVIRONMENT

Conscription has not been used for more than # 1/2 years.
But to assume that the draft is entirely history is to fail to
recognize the imprint that it has left throughout the defense
establishment, especially on the ways that the military manages
and uses its personnel, Dealing effectively with this legacy will
be one of the most formidable obstacles that the Dzpartment of
Defense and Congress must face during the next decade,

In a managarial sense, the elimination of the draft was a
major shock. The immediate effect of ending the draft was to
substantially increase the budget cost and scarcity of new
recruits. The full impact, though, is clearly much larger since,
in a draft environment, the military could afford to be dominated
by policies and traditions that ran counter to the general thrust
of change in the outside civilian environment. Whereas the draft
ensured an adequate supply of manpower, almost no matter what
personnel policizas that the services followed, the armed forces
must now be responsive to the conditions of change in the civilian
world,

The removal of the draft has thus altered the entire
philosophy under which the military must manage its human resources.
Once plentiful and seemingly cheap manpower is now scarce and
expensive, Policies adopted for reasons of convenience and equity
must therefores be reevaluated in terms of efficiency as well., In
short, manpower is important, so cost-effective solutions to the

manpowar problem must be developed and implemented.
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Three areas in particular deserve careful attention:
1) manpower requirements; 2) manpower compensation and personnel
management; and 3) military training.,

Manpower Regquirements

Manpower requirements are a fundamental issue in terms of the
overall cost and effectiveness of the force. Naturally, manpower
reguirements should be determined in broad terms by the overall
missions in consegquent force structure., Equally important,
though, are the costs of inputs to the defense mission. The basic
problem is that in recent years the mission, the nature of the
force structure, and the costs of the force structure have changed
significantly. But manpower requirements have been slow to adjust.

The result is that significant cost savings and/or increases
in capability are probably possible by reallocating resources
within the force structure. Three areas in particular stand out:
1) the mix of manpower and equipment, 2) the mix of civilian and
military personnel, and 3) the experience mix of the force,

Capital Labor Substitution. The cost of labor has risen by

some forty to fifty percent relative to the cost of capital during
the past ten years or so. {See Figqure 4.) Yet theres has been
little response in terms of the mix of manpower and equipment

used in the defense mission. Consideration ought therefore to

be given to finding ways of substituting equipment for manpower,
especially in the support areas. Such substitutions might include
the development of less maintenance intensive systems and auto-

mating currently labor-intensive support functions.
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Military Civilian Suhstitution. #ith the removal of the

draft, the costs of military personnel have risen substantially
relative to the cost of DoD civilian employees, Not surprisingly,
this has given rise to considerable concern for substituting
civilians for uniformed service members. However, analysis shows
that the DoD has in fact responded to much of this increase, but
primarily by substituting direct hire civilian employees for
military personnel, Alternatively, and an issue that is only
beginning to receive much attention, analysis indicates that cost
savings somewhere in the neighborhood of $1 billion per year
might be realized by contracting out for 250,000 direct hire

and indirect hire civilian positions. Thus, the question does
not seem to bea so much one of substituting direct hires for
military personnel as it is one of substituting contract hires
for direct hires. 1In any case, careful consideration should be
given to the costs and substitution opportunities available with
respect to the various activities currently performed by civilian
personnel in the DoD.

First_Term/Zaresr Substition. Perhaps the most important,

but least recognized typa2 of resource allocation raised by the
removal of tha draft concerns the experience mix of the force.
Because of first term pay increases and recruiting costs, the
costs of Ffirst term personnel have increased dramatically relative
to the cost of career personnel as a result of the volunteer
force. (See Table 3,) Yet, the services continue to rely on

the same mix of first term and career personnel that they did
during the pre-vietnam draft., (See Table 4.) Substitution of

career enlisted personnel for first-termers would not only help
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Table 3

Comparisons of Monthly Basic Pay for First-Termers
and Careerists®

Average Monthly Basic Pay

Career/First-Term

Year First-Term Career Pay Ratio
1958 $§118 $247 2.09
1964 141 288 2.04
1968 175 373 2.13
1971° 246 490 1.99
1973 365 563 1.54

aWeighted average of basic pay for first-termers (< 4 years)
and careerists (2 4 years); calculations based on (1) FY 1972 pay
grade distribution for each year of service, and (2) Service
objective plans for year-of-service distributions (furnished by
OASD [M&RA]).

bBefore the AVF pay raise.
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Table 4

Percentage of the Enlisted Force in the "First Term"
(Less than Four Years of Service)

Fiscal
Year Army Navy USMC USAF DoD
1962 66 61 66 46 59
1964 66 61 66 46 59
1966 74 64 74 50 65
1968 81 67 82 55 72
1970 80 67 80 50 69
1972 65 62 75 50 61
1974 64 57 73 51 59
Stated Service
Objectivesd 63 57 73 57 61

Source: Data furnished by OASD(M&RA).

8Memo dated June 1, 1976.
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to reduce enlisted accession requirements, but would resalt in
substantial cost savings as well. Indeed, shifting from the
current mix of sixty percent first-termers and forty percent
carecerists to a fifty-five/forty-five mix or a fifty/fifty mix
would lead to better utilization of junior members by having
them serve in jobs for which they are better suited and, as a
consequence, yvield cost savings that could amount to some
$1 to $2 billion per year.

These are only examples of the ways that resources can be
reallocated within a given force structure to achieve either cost
savings or capability increases (or both). But to illustrate the
importance of such reallocations, these examples suggest that
long-run annual cost savings of some $3 to 5 billion (1976 constant
dollars) are possible by substituting capital for labor, contract
hire civilian personnel for direct hire DoD civilians, and carser
enlisted personnel for first-termers, without changing other
features of the personnel system.

Manpower Managema2nt

As important as the guestions of resource allocation and
manpower reguirements are those concerning the ways that the
Department of Defense manages its uniformed personnel. Policies
that were based on the very junior force provided under the
draft or which were implemented and retained as much for
reasons of equity and administrative convenience must be
reevaluated in light of the draft's removal. The individual
examples are many, but three areas in particular stand out.

Promotion and Tenurse. The personnel policies developed over

the last thirty years reflect a management orientation geared

more toward structuring an internally coherent personnel system
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than toward achieving desired force structure in terms of
requirements., They are based largely on notional standards and
the provision of predictable career patterns followed by early
retirement.

Fundamental changes in the system ought therefore to be
considered. VYet, there is the persistent tendency to focus
on symptoms rather than causes. For instance, the Up-or-out
system helps prevent the military from encountering all the
problems associated with the Civil Service system and yet it is
continually questioned. The problem with Up-or-Out is not the
basic concept, but rather the ways that it has come to be
applied over the years. Let me give just one example., A recent
survevy shows that nearly fifty percent of all enlisted personnel
would prefer to remain technical specialists rather than assume
supervisory responsibilities, but the promotion system either
forces tham into supervisory positions or out of the service
altogether. By developing a personnel management system that allows
senior service members to meet the requirements for both
technical and supervisory positions, the integrity and basic
content of the Up-or-0Out system could be maintained by broadening
the policy to allow for promotion within skilled areas while
simultaneously meeting mission requirements.

Compensation. The military compensation system has many of

the same problems as the promotion and tenure system. It was
developed for the needs of a different environment and emphasises
rewards for time served rather than accomplishments, In addition,
there have been marginal adjustments to solve specific problems

over the years (=.9., bonuses, proficiency pay, etc.) so that the
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current system is a patchwork of separate legislative and
requlatory changes, RAdjustments are needed that will allow the
DoD to meet dynamic supply and demand conditions in the market
and shifts in its own requirements. This shounld mean more
emphasis on performance and less on tenure, MNoreover, it argues
for viewing the compensation system in total, rather than only
in terms of its component parts. For example, "reforms" such as
the elimination of commissary privileges and reenlistment travel
benefits fregquently save little money, but often cause great
dissatisfaction among the troops.,

The amount of military pay is clearly a major issue. Under
current law, pay is set according to the so-called comparability
principle. Although originally intended to keep federal pay
{(military and civilian alike) competitive with the civilian
sector, the actual result of the current system is probably to
pay far more than necessary. Indeed, summing all of the
components of the compensation package reveals that military
officers who serve a full carser earn about 70 percent more,
and enlisted personnel about 30 percent more, than comparably
aged and =ducated civilian workers. {(See Figures 5 and 6.) The
comparability principle, as it has been rigidly interpreted,
focusses on average pav. This ignores the resalities of the market
where there are wide differences in compensation for different
occupations. The appropriate market analog is competitiveness,
not comparability.

The composition of the pay package is another major issue.
Numerous studies indicate that military personnel do not value
the many hidden and not-so-hidden benefits that make up the pay

package as much as these elements cost ths government. Accordingly,
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the DoD and the Congress ought to consider revising the package so
that the individual recipients place the appropriate value on what
they receive,

A preferred approach to compensation would probably be, first,
to integrate the numerous elements of the overall package into a
cohesive whole and, second, to base pay levels on competitiveness,
rather than on comparability. This means, for example, more
extensive use of discretionary differential pays such as bonuses
and revising the current pay table approach to setting military
pavy. Specifically,‘changing the current rank and years-of-
service pay table to a rank and years-in-grade pay table, coupled
with increased flexibility in the promotion points (especially at
the junior pay grades), could provide incentives for the most
gqualified personnel to remain and simultaneously provide adequate
compensation for the less outstanding but still useful members of
the force. The end result would probably be increased efficiency
at substantially reduced compensation costs.

Retirement. Retirement costs are one of the fastest growing
and largest components of manpower costs, having grown from
$477 million in 7Y1956 to the more than $9 billion projected for
FY1978. The present retirement system, however, is based in many
ways on a series of conditions that no longer prevail, such as
a small standing military, a heavy concentration in the combat
arms, and limited pay. Originally, retirement was viewed more as
a deferred payment than as retirement benefits are viewed in the
private sector. Now that military pay equals or exceeds civilian
pay, the retiremsnt system should be reexamined in terms of its

basic purposes.
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The actuarial cost of the current retirement system adds
between 40 and 50 percent to regular military compensation
for those who retire in contrast to the betwsen 5 and 20
percent of salaries and wages for standard private retirement
programs. (See Table 5.) Yet, the services have little incen-
tive under current policy to economize on retirement costs, both
because the costs do not enter the services' own budgets and
because they =2nter the DoD budget when paid rather than when
incurred. Equally important, the nature of the provision of
retirement after twenty years of service, but not before, means
that thers is very little turnover between the sighth and twentieth
years, followed by large losses. Conseguently, the DoD has little
flexibility in addjusting personnel ﬁo meet requirements for those
serving between the first term and the twentieth year. At the
same time, strong financial incentives for early retirement mean
that many outstanding officers and enlisted men are lost to the
service during their most productive years.

Military Training

Military training is one of the most costly and important
functions performed by the DoD, In FY1977, 18 percent of
all military personnel are engaged in or supporting formal
training, at a cost of more than $6 billion., The cost of all
training is much larger, however, because there is =xtensive on-
the-job training to teach skills needed for actual job assignments
that are not provided in formal training courses. Though it is
difficult to pinpoint the exact amount of 0JT, rough estimates
place the value of instructor and traines time spent in 0JT in
the neighborhood of an additional $3 billion,

Although individual military training has clearly been

recognized as one of the key policy problems, most attention has
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Table 5

Economic Cost of Military Retirement: The Percentage of
Regular Military Compensation Necessary to Fund the
Future Retirement Benefits for Those who Serve
Until Retirement:@

(Expressed as a Percentage of Annual RMC)

Career Length

20 25 30 35
Officer 55 51 44 32
Enlisted 49 47 43 29

qAssumes a 3 percent real interest rate; a 2 percent per
year increase in real military pay; 19 year-old age of entry
for enlisted personnel and 23 year-old age of entry for officers;
standard promotion patterns; and a life expectancy of 75 years.
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been directed to improving the efficiency of the training estab-
lishment in the narrow sense--that is, in designing better
courses, reducing the student to staff ratio, and so forth.
Equally important, though less obvious, is the impact that man-
power policies developed and implemented over the past 25 years
have had on the magnitude of first-term enlisted training, the
largest single component of the training establishment.

specifically, first term enlisted training costs are determined
in a large part by the numbers of such personnel receiving training
and by course length, Shifting to a somewhat more career-intensive
force would dramatically reduce the numbers of personnel that
receive basic and skill training because of the smaller numbers
of enlisted accessions. In addition, first term enlisted personnel
would not be required to perform such a wide variety of tasks
under a more car2er-intensive force because they would be used in
jobs for which they are better suited. As a result, fewer tasks
would need to be taught to first-termers--hence, shorter courses.
Advanced career training could then be deferred until after the
reenlistment point, with the result that individuals could make better
use of the skills taught to them., In addition, deferral of advanced
skill training would greatly reduce the unrecoverable training costs
resulting from first-term enlisted attrition.

Thus, by placing such a heavy reliance on junior personnel,
the draft had a subtle, but pronounced effect on the magnitude
and conduct of military training. 3In other words, the key to
making major savings in training is not necessarily in designing
better courses, though improvements should be sought here as well,
but rather can b= traced back to the numbers of accessions and the
types of jobs that first-termers perform. That is, what would

appear to be a training problem is in reality a requirements problem.
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V. _CONCLUSIONS

The more general implication to be drawn is that the removal
of the draft presents an opportunity to make better use of defense
resources--an opportunity that was not always present under or
encouraged by the draft., The importance of this point is
dramatically underlined by the fact that the relatively modest
changes that I have discussed could possibly yield long run annual
cost savings of some $5 to $1D billion,

To summarize, the AVF can be made to fail. But it can also
be made to work--and perhaps much better than its draft-dependent
predecessor. Whather or not its potential is realized will
depend critically on the policies that the Department of Defense
and Congress adopt and implement during the next ten years, for
the true test will occur in the 1980s. If this potential is not
realized, society may not be willing to pay the escalating costs
emanating from the current approach and, as a consequence, may

simply cut forces.
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