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Yr . Chairman and Wem'bers of the Committee. 

We appreciate the opportunity to appear before you today to 

~'dlscuss c'he use of post-service educational assistance neneflt 

programs as lncentlves to improve recruitment and retention:) In 

order to address this issue wlthln the context of the tools 

needed by management to achieve their manpower goals, I will 

dlvlde my remarks into two sectrons. First, after summaritlng 

the manpower problems of the services, I will discuss our vletis 

concerning the most appropriate use of rhe fJl1 range and mix of 

monetary incentives to attract and keep the right number and 

quality of people needed to man the All-Volunteer Force (AVF). 

Second, within this context, I will discuss some of the pros and 

cons of speclflc features often included or omitted from 

educational assistance proposals and now these proposals, 



lncludlng the ones being considered by this committee, 

with the "Ideal" lncentlves which would allow managers 

their aanpower problems In the most cost-efficient and 

way possible. 
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THE PROBLEMS--ATTRACTING HIGH QUALITY 
RECRUITS AND KEEPING SKILLED CAREERISTS 

What, then, are t'ne manpower problems facing the services 

that could be addressed and corrected by new post-service educa- 
rr 

tlonal benefits' Since the lnceptlon of the AVF, the Active 

Force has never been more than about 1.5 percent below their 

total funded authorized strength and only in fiscal year 1979 

did the services fall to meet their quantitative recruit;ng 

goals. There have been serious manpower shortfalls in the 

reserves, but in the Active Force there has been no across-the- 

board proolem recrclltlng or retaining the right aggregate number 

of people-- a problem that might call for an across-the-board 

solution. Instead, we find that: 

1. Recruiting a sufficient number of high-quality men to 

serve in the enlisted ranks and bqllllng to serve In 

combat occupations or with the aptitude needed for cer- 

taln tllghly technical lobs has been a serious problem, 

particularly for the Army. On the o-cher hand, none of 

the services have had valor problems recruiting a 

snfflclent rlurnber of officers. 



2. Retalnlng the right number and quality of people with 

the right mix of occupational skills and experience has 

also been a problem that varies from service-to-service, 

grade-to-grade, and occupation-to-occupation. The 

problem has generally been one of Imbalance--both occu- 

pational imbalances and by experience level. The 

imbalance problem can be categorized as (1) shortages in 

technical skill areas where there is a heavy demand in 

the clvlllan economy, (2) shortages In occupational 

areas which are not especially marketable but which are 

not very attractive to service members--combat occupa- 

tions and holler technicians for example--and (3) 

surpluses in some easy-to-fill lobs. 

How severe any of these manpower Problems are at any 

particular time 1s obviously influenced by many outside factors, 2 
such as an increase or decrease in t'ne unemployment rate and the 

relative size of the enlistment age youth population--which 1s 

_nro]ected to decline by 15 percent between l.9R2 and 1987. I 
, 

would like to emphasize that the manpower staffing problems are 

very dynamic and fluid.- A problem today may not be a problem 

next month or next year Both the supply of the right kind of 

peopie and the demand for them is constantly changing. 

For example, the services, gartlcularly the Army, faced an 

increasingly difficult recruiting problem in the years l~nmedl- 

ately following the termination of the Vietnam-era GI Bill in 
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December 1976. Despite the lntroductlon of the less generous, 

contributory VEAP, a serious shortfall In the enlistment of 

high-quality, high school diploma graduate males occurred. 

'Factors, such as uncompetltlve military pay rates-- 

lncludlng special and incentive pays --as compared to private 

sector pay, and the reasonably strong Job market during that 

period, may largely account for this decline. Wharever the 

reasons, concerned offlclals, both wltlnln the Congress and amosg 

the services, began to raise questions about whether an expanded 

educatlonal assistance program, l-e., something better than 

VEAP, would ltnprove recruitment. As a result, experiments were 

conducted with more generous versions of VEAP, numerous versions 

of a GI I3111 were Introduced and debated at length In the 96th 

and 97th Congresses, and proposals have been introduced In this 

session. 

For many reasons, lncludlng increases IQ basic pay and 

allowances, larger and more bonuses, more money spent on 

recrultlng and advertlslng, the expanded use of more generous 

VEAP "kickers" --up to $12,000--by the Array, and the depressed 

clvlllan economy with the accompanying high unemployment rates, 

ihere has been an abrupt reversal of recrultlng trends since 

1981. By the close of fiscal year 1981, about half of the 

enllstqent decline had been restored, arid, as you know, the 
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Department of Defense has reported fiscal year 1982 as an 

outstanding recruiting year for all services, even the Army, 

where high school diploma graduates accounted for 84 percent of 

their nonprlor service male recruits. Data for the first quar- 

ter of fiscal year 1983 lndlcates that the previous year's 

success rate is continuing. 

WhAT IS NEEDED TO ADDRESS THESE PROBLEMS? 

Given the nature of the services' manpower problems, then, 

what might be zhe ideal lngredlents for a management system to 

deal with the problems3 What tools would a manager in any large 

organization need to overcome his manpower staffing proolems Ln 

the most cost-effective and efflclent Tanner posslble3 

Textbooks have been wrltten on this topic, but It seems to 

us that 

1. 

2. 

3. 

there are basically five key lngredleqts. 

Yanagers should have adequate resources at their dls- 

posal to deal with the problem. 

Managers s'nould have the authority to apply the 

resources In a timely manner and an early warning 

system to knod when proolems aze developing. 

The problem-solving solutions should be flexible so 

that managers can make adlustments to them--add to, 

subtract from, or apply differently--as condltlons 

c%ange. 



4. 

5. 

Managers should have the authority to apply resources 

to manpower problems in the most cost-effective manner: 

In other words, to target the money to the problem. 

Managers should have adequate feedback and evaluation 

systems so that they can determine whether the solu- 

tions are working and when more or less resources are 

needed.' 

Obviously, this would be somewhat of an Ideal environment 

In which all managers would no doubt like to function. We also 

recognize that it may not be totally achievable, either for 

business or Government. There are llmlts to available resources 

and constraints on managemevlt authority. Nevertheless, wlthln 

the realm of ludlclous oversight and control by the Congress, we 

believe that the tools provided to Defense managers, be they 

basic mllltary compensation, enlistment and reenlistment 

bonuses, flight pay, sea pay, educatlonal assistance benefits, 

or any of the other 40-plus components of the mllltary's mone- 

tary Incentive system, should strive to include the management 

elements I have Just described. 

IS A GI BILL NEEDED TO ADDRESS AVF RECRUITING PROBLEMS? 

;'From this vast assortment of optlons available to service 

manpower managers, can selection of an educational assistance 

Deneflt program be Justified on grounds of cost efficiency and 



effectiveness? A comparison of several key components of the 

proposed program with our "Ideal" management system provides 

useful lnslqhts. 

For example,! under most educational assistance proposals, . 
lncludlnq S. 8 and the proposed VEAP enhancement (S. 6671, 

Defense managers would not have the authority to apply or remove 

the lncentlve on a timely basis as the hlqh-quality recruit 

problem increases or decreases, as It has over the past 6 

years.- Also, Defense managers generally would not have the 

authority to target the basic lncentlve to the speclflc problem 

area-;-a particular service or particular skills--thus reduclnq 

Its costeffectlveness. <1anaqers would not have the flexlblllty 

to adlust the oaslc lncentlve as condltlons change, and problems 

In Defense's lnformatlon feedback system would prevent managers 

from Knowlnq lust how well the lncenclve might be worklnq. 

Further, while we note provlslons In S. 8 for evaluatlnq the 

need for an improved educational assistance program as a 
/' 

recrultlnq and retention lncentlve on a perlodlc basis, a GI 

Bill could soon become lnstltutlonallzed and looked upon as a 

"rlqht" rather than as an optlonal lncentlve. Further, because 

the "incentive" would be paid to many people who would not need 

lt to ]oln or stay In the service, much of the expenditure would 

be unnecessary. For example, If a GI Bill were to be enacted 

w'nlch was llmlted to 'rllqh school diploma graduates, the supply 
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of such people could be expected to Increase by 5 to 10 

percent. In other words, to attract every 21st or possibly 22nd 

quality recruit, the lncentlve would be pald to 20 others who 

could be expected to enlist without it. As a consequence of 

this, the cost per additional quality enlistee would be very 

high. 

Up to now, my remarks have focused primarily on some of the 

more general features often associated with educational asslst- 

ante programs. S. 8 seeks to overcome some of the disadvantages 

I have mentloned insofar as using educational assistance as an 

effective management tool: however, it retains other dlsadvan- 

tages. I would like, for a moment, to address speclflcally some 

features of this bill. 

In our view, one of the most important posltlve features of 

s. 8, which has not been part of most other GI Bill proposals, 

1s t'ne provlslon which requires the President, upon the 

recommendation of the Secretary of Defense, to activate the bill 

after ta%lng into account (1) the proJected cost of the improved 

benefit program, (2) the services recruitment and retention 

experience and proJected experience, and (3) the cost of other 

alternatives for improving recruiting and retention. Thus, 

because of the services recent recruiting and retention 

successes, at least In the near term, even if S.8 were enacted, 
I 

it 1s not likely that it would be activated. However, this 
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feature, as we read It, does not require a clear flndlng and 

determination that the improved educational benefit be used only 

if it 1s the most cost-effective alternative lncentlve for 

achieving the recrultlng and retention goals. We believe the 

bill would be strengthened by such a requirement. 

S. 8 also contains a provlslon for deactivating the program 

after taking into account the same condltlons considered when 

the program was activated. Again, we see this as a very posl- 

tlve feature of this bill; however, as you know, programs of 

this nature are often difficult to stop once begun, regardless 

of whether they can continue to be Justlfled on a cost- 

effectiveness basis. 

The Basic Educational Assistance provision of S. 8 would 

pay a maximum of $9,000 over a 36-month period to any "ellglble 

veterar." This would include officers and lower quality 

erlllsted members where, even during the worst recruiting years, 

there were very few recruiting shortfalls. The Supplemental 

EducatIonal Assistance feature of S. 8 1s also open to officers, 

whose retention beyond initial service commitments generally has 

not been a problem. The cost-effectiveness of these specific 

S. 8 provisions have not been fully analyzed. However, a 

Congressional Budget Offlce (CBO) study published last March did 

analyze -,he cost-effectiveness of optlons very similar to these 



and found them to be considerably more expensive for each 

addltlonal high-quality recruit galned than the VEAP as it 1s 

currently used by the services. 
/"/ 

In constrast to most previous GI Bill proposals, S. 8 also 

contains a provlslon for careerists to retain their educational 

assistance rights until they are discharged, thus countering 

pressures to leave rhe service In order to "use or loose" their 

rights. The Supplemental Educational Assistance features of 

s. 8 also would encourage first-termers to extend or to reenlist 

in order to gain the additional benefits. This would be a 

desired phenomenon in nest cases, but may not be the 'nest 

cost- effective method of galnlng such additional service 
r 
Other posltlve features of S. 8 which have generally not 

been found in other GI Bill proposals are that: 

--The educational benefits provided my S. 8 would be paid 

for by the Department of Defense rather than by the 

Veterans Administration. This should encourage Defense 

managers to consider t'he cost of educational assistance 

along with that of ot'ner available incentive options and 

through this tradeoff analysis process help the services 

choose the most cost-effective incentive. An additional 

feature not In S. 8 which would further encourage Defense 

managers to make realistic tradeoff analyses would be to 
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adopt an accrual accounting approach so that future 

llabllltles would be more clearly reflected xi the 

current budget. This could greatly improve the 

management of an educational assistance program and would 

be consistent with the Administration proposals to use 

accrual accounting methods In other areas. 
c* L-S. 8 would encourage longer lnltlal enlistments and 

remove incentives to leave the service in order to use 

the benefits, first by allowing the use of the basic 

educational assistance benefit while remaining on active 

duty and second by encouraging high-quality youth to 

repaln on active duty for 6 years or more to gain the 

benefits of the supplemental assistance. 

IS THE PROPOSED ENHANCEMENT OF VEAP JUSTIFIED' 

Conslderatlon by this Committee of 5. 667--a bill which 

tiould require the Government to contribute $3 rather than $2 to 

the basic VEAP for each $1 contributed by the service 

member-- also should be guided by an evaluation of its impact on 

the recruiting marketplace, its need, and whether alternative 

programs, lncludlng the proposed GI Bill, would meet the 

manpower demands of the services in a more efficient and 

cost-effective manner. _ 

Concerning the need for a VEAP enhancement, all the 

services have reported that the basic VEAP program has had only 
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filnlmal effect on recroltlngr This 1s consistent with the flnd- 

lngs of the March 1982 CBO study which reported the basic VEAP 

(without kickers) offers very little recruiting improvement. In 

constrast, however, the Army has reported great satlsfactlon 

with Ultra-VEAP, a program which allows up to $12,000 in bonuses 

to be added to the $5,400 contributed by the Government under 

the basic VEAP program. Of the four services, only the Army 

uses the Ultra-VEAP aut'nority. 

Because of the requirement for a service members' 

contrlbutlons under VEAP and the negative impact of this on par- 

ticipatlon rates, the overall cost of VEAP--even with the pro- 

posed enhancement --would likely be less than the cost of 

proposed GI Bills. Despite such lower cost, however, the ques- 

tion that needs to be addressed concerns the need for the VEAP 

program. As recent history shows, only the Army of the four 

services has 'had malor problems in attracting high-quality 

recruits, and they have been able to counter these with the use 

of Ultra-VEAP and other Incentives. Accordingly, we see little 
I 

need at this time to enhance the basic VEAP benefit. i If, 

however, the committee elects to approve S. 667, we urge your 

consideration of obtaining a corollary reduction in the amounts 

of Ultra-VEAP bonus monies available for payment to indlvldual 

recruits by the Army. 
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Although beyond the scope of the S. 667 proposal, 1-t 1s 

obvious to observers, lncludlng GAO, that the basic VEAP program 

1s only of marginal usefulness to the services and that if the 

Army were able to provide educational assistance support on a 

selective basis In amounts equal to those currently authorized 

In basic VEAP and Ultra-VEAP supplement, payments of basic VEAP 

to other personnel could be eliminated. The committee may wish 

to consider such actions as part of their overall dellberatlons 

on this issue. 

SUMMARY 

Mr. Chairman, lny remarks today extended somewhat beyond the 

narrow focus of one specific recruiting and retention incentive, 

namely educational assistance. But, what I have tried to do 1s 

present a framework for assessing the relative worth of any par- 

ticular Incentive in terms of whether the Incentive has the key 

lngredlents needed to be useful as a management tool. I can 

assure this committee that we are not biased for or against any 

particular incentive. Rather, our primary concern is that what- 

ever incentive 1s adopted, that It be the most cost-effective 

incentive possible for doing the 105. Again, we think that for 

an lncentlve to be most useful managers should 'have (1) adequate 

resources, (2) authority to apply the resources 111 a timely 

manner, (3) authority to make ad:ustments, (4) authority 
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to target the resources to the problem areas and to stop feeding 

resources once the problem 1s resolved, and (5) good feedback to 

know If the lncentlve 1s working. 

Some of the incentives, such as the bonus programs, contain 

most of these key lngredlents, while others, such as most GI 

Bill proposals, including that before you today, have fewer. We 

firmly support the concept that, if additional money 1s the only 

answer, it should be focused on solving speclflc problems. We 

generally do not support across-the-board solutions such as the 

proposal to enhance VEAP contrlbutlons --unless the problem is 

truly a universal one. 41~0, we believe that before applying 

an> solution to a particular proolem, tradeoff analyses should 

be performed to ldentlfy the speclflc type and structure of 

incentive that will effectively solve t'ne problem at the least 

cost. This approach in our oplnlon should be applied regardless 

of which compensation element 1s under consideration; be It 

increases in basic pay and allowances, enlistment and reenllst- 

ment bonuses, sea pay, flight pay, or educational assistance 

benefits. 

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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