
-""" • 
CLEAR! 'G-10 SE FOR FEJERA L SClL-o 11 FlC AN 1 ·r >JI CAL I FORMA TION, CFSTI 

"'i-j .!1 • 11 I:X::C - T EMENT 8 ' 

L MIT TIONS IN REPRODI.K:TIOf QUAL! TV 

~e re e . a le ibility of ·~:~ ocumen 
•nsa i s fa: ory . Re ro ucth , as b en rna 
ava ilable co y . 

i s in part 
rom best 

/:J 2. A per i on of he ori i .· ocumen contains fine etail 
thic may :nake rea in') c.. ! photocopy di fficul • 

£::7 3. e ori i a 1 con ai ns color , u 
i n l a ck-and-wh'te 

:." i oution 

f:J 4 . 

LJ 5. 

Cl 

r opi es ar "' a o uc ion on ly . 

e i i~ial i s ri u ion copies con in olor whi ch 
· 11 . shown in l a k- a d-w i e when i i s necessa ry o 

Limi e sup ly on and ; when e x aus ed , ocument will 
e availa~l e in icrofiche only . 

Limi e sup ly on han • when exhaus ed ocum n will not 
avai lable . 

L::7 7 . Documen is avail 1 ~le in Mi c ofi che on ly . 

L::7 s. Docu en availa l e on loan from CFST! ( TT documen s only) . 

/:J 9. 

NBS_ 9/4 

I 

., 



1> 
IC 
CO 

o 
CO 

THE E0OIIOMIC3 OF NA7T PAY 

Al&ln C.  Enthovwn 

/. 
P-1051 

2 April 1957 

Appfoved for OfTS   Jeati 

HARD COPY 
MICROFICHE 

Kt A. 

6- 

'> 

DDC 

..Mill), 01/B11.V. <<•*< 

1   ' 0 0     MAI S^l S * N I »     M .j K H,  A t * . ' < O k N I « 



P-1051 
^-2-57 
-1- 

TKE i^OONDMICo OF MAVY  PAT 

Aliln G,   rnthown 

The rteoHMndttiona of th« ■fwelal   •pmrtamnt of D«r«n«« eoooltt«« 

on ■illtarjr pay, bemimi by Kilph T. Cordlnar of G«n«rtl Eloctrlc, haw 

N»«n prtMnUd rooantljr to 3«cr«tary Wl-L«on#  to th« Frttidont and to 

tba Congrtaa.    Although thaj art baaad upon an «xtanaiTa and datailad 

raTlav of tha «bola ndlitary pay •truotura#  th«y •«body thraa rather 

•impla idaaa»    Pirat,  thr  GoaaltUf« rvcounonda a »alary inertia*«  in 

all gradaa, with tha lar^aat incraaaaa going to tha higher officert. 

For «.xaapla, tha Monthly pay of a CooMndar on active duty nov begin« 

at >47i» and riaaa to $670 after twanty-aix yaare of tenrice, while under 

tha nav plan it would begin at 4710 and riae to a majd—i of $SU0 

after aix yaara in grade.    The reaaon for an orer-ail increaae ahould 

be obrioua.    The higher ranks are faro red in order to of feet partially 

tha eoapretsion in »alary aoalas which haa taken place over tha paat 

half oentury. 

Seoondly-, the Cootittee recoaaenda a aharp decreaae in the extent 

to which longevity affect» »alary.    At the  preaent tine,  longevity 

oontinaa» to inoreaee eaminga, in aone caaaa, up to thirty yeara of 

aenrioei under the Cordinar plan, only longevity in grade ie relevant 

and thla up to a aaadj— of »ix yeara.      In the caae of the ConMnder 

on active duty,  aal try can increaee a» nruoh aa by ^2 per cent »raly 

a 
Thar» is but one exception to this.     Pay in the propoaed new 

grade K-9 haa a final increase upon completion of the eighth year in 
grade. 



P-1051 
4-2-57 
-2- 

bsoauM of longvvity«    Und«r tht ntw proposal, lh» ami— inovtm for 

jv&r« in grtdo it about 18 par cont,    Pimlly, bjr ••tablishawnt of 

•rtrt gradot and "profioianoy pagr#
n tha plan iaakat it peaaibla to offar 

graatar pay to thoaa anliatad oan Mhoaa aarvioat ara partiouiarly in 

damand.    In affaot, this w>mll oaan UM oraatlor. of »alary diffarantiali 

favorlrv tha highly trainad tachnlciana. 

Tha raaotion to tha Cordinar peropoaala haa baan odjoad.    Tha iyf- 

Nary-Air f^r?^ J?imiV anthuaiaatioall/ daaoribad than aa "rafnaahinf.1* 

Hoat iir Foroa offioara atrongly aupport thanu   On tha othar hand, tha 

Nan York Ti—a haa baan haaitant.    "Thara ia no panacaa for all auoh 

probla«a,n it aditorialiaad.    Tha plan raiaaa "a bodgatarj probla«," ami 

"any »ort of diffarantial in coapanaation always raiaaa.• «a problaa of 

■orala.N    In tha Congraas, tha plan haa had tha «isfortuna of ooinoiding 

in its arrival with a raoord paaoatina bvlgat.   Tha aatiaatad initial 

oost of fivs or six htndrad million dollara ha» not andaarad tha proposal 

to thoss who baliaya that fadaral apanding ia alrsady too high* 

Tha ooat sloquant attack on tha phxloaoptagr of tha Cordinar plan 

which 1 hava anoowitarad »ppaarad in tha Daoaabar 1956 iaava of tha 

ProcaadUuca»    In an articla antitlad "Tha Oparator»," Chiaf Quartanuatar 

^illiaoi T. Stanlay, U.3.N^ oritioiaad tha prinoipla of salary diffaran- 

tials favoring' tochnioal spsoialiats ovar thoaa «bo oparata tha  equipment 

on ths ground that it is tha lattar who baar tha rasponaibility.    nA 

«dstaks by an oparator c«n...naka all for naught tha afforta of his 

fallow shipaatas on tha taaa,** wh^rsaa "tha tachnician cannot loaa a 

battle by a poor daoiaion."    Uuartanuaatar 3tanlay prasanta hi» caaa a» 
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a matter of prlnei(\«.    H« ohooMt not to oonaidtr tho quantitativ» 

dataila of th» Cordiatr roeoaandationo.    Indaad, ha !• wiaa in this 

for it Mmld ba aztrtaalgr diffioult to dataralm a priori J«at how 

gr»at tht difforantiala atamld ba.   To do this ont would hanra to 

anowr aoaa hjpethotiaal (jaaationa baginning with tho olaaaa "what 

woald happan if •••?**    Bat tho prinoipla of wtaothar or not thara «hould 

ba Mlary difforantiala, and for whoa, can bo ditoaaaad indapandanU/ 

af tha quantitatitw issaot, and it ia on this point that I ahall Join 

in tho dabata« 

Tbora ara oa-roral point» of viaw fro« which ona wight analorma tha 

»alary diffarantial qa»»tion and the conoluaion» r»ach»d frort, on» ri»w- 

point aay diffar fron tho»» raachod from cnothor.    In making a final 

JadjpMnt, it aaj will ba dasirabl» to work out a coraprondoo batwaon 

av» of than«    QuartoraMter 3tanl»7 haa cho»»n to »xpr»»» tha  spacial 

point of viow of tha op»rator.    In oontraat, I shall prooaad frota th« 

point of Yiaw of tha taxptyar and tha •conomi»t.    Proa thi» »tandpoint, 

ona criterion for ailitary pay 1» of pradoalnant tnportano»t    within a 

givan ailitarr badCTt. »alarr »cala» ahoall b» choaan in auch a war a» 

V? H^fflfff tha »ffactivan»»» of tha »Ultarr »»tabUifwnt. 

Bafora dioeaasing th» prinoipla» »t l»»u»f I would Ilk» to d»»orlb» 

th» factual baokground of th» d»bata.    Though I am oartain that th»ra 

will ba littla dUa«r»aa»nt orar tha»« fact», I b»ll«v« that it 1» 

important to oop^aaia» than hara baoauaa thay —m to hara b»an ovar- 

looked in aott of tha diacuasion of thi» problem«    First of all,  »alary 

differential» do already »xlat.    Tb»  captain 1» paid more than the 
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g«BMr*a mat«.    Tu« lltutanant J.g, vith fourUan ftar« of Mrrle« 

r»c«lirti orar half «cain M sa*oh paar aa tha baginning j*g.    In fact ha 

racaiTta avbatanilally aora than do aoaa full liaotananta.    Carritr 

pilota and anbaMurinara raoalva nora than thair daaaaataa who raaain 

aahora«    I aaphaaiaa thia wall-known fact baoaaaa it la tha baaia for 

•<7lng that tha raal Uwm la not wbathar thara ahouH ba  aalary diffar- 

antlala, alncc  thay alraady axiat# but rathar to ^iaai ahcmld highar 

aalariaa b« paid. 

Saeondlj, a aarioua raanliatiaint problaa axiata in all of tha aarrioaa. 

If tha original raoruitaant problam la nuch laaa critical, it ia attraly 

in larga part bacanaa of aalaotiv« aarvica.    Howarar# in tha Navy, tha 

raanliataant rmta for man cooplating thair firat four yaar anliataant 

ia only about tan par cant«    Naarly two-thirda of tha aiJLlatad man on 

aotira duty in the NT*vy hav« aaen laas than four yaara of aarvica.    In 

aoaa akilla,  tha raanliatoant rata ia conaidarably balow tha avaraga. 

Per radar potty officara, for axanpla, it ia about ona in aight*    For 

firat crulaa nan in thia rating, it ia laaa than on« in aixtaan.   Tha Air 

Poroa and tha krmj ara having aimilar axparianoaa«    A boobing ayataa 

repalrBan oeata tha Air Poroa 122,500 durLag hla firat four yaara of 

aarvioa.    In axohanga, tha Air Fore« r«*«ivaa froa him a yaar and a 

half of produetiva duty.    Nina out of tan of thaaa aan raturn to civilian 

lif« afx^i* thair firat anllataant.    Ovar tha paat four yaara, only on« 

radar rapalruan haa ratumad for a aaoond anliatmnt for avary two 

hundred tha Angr haa trainad.    Thaaa data illuatrata an important aapact 

of tha problaa >    The raanliataant rate ia markedly lower oaong aan with 
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«xpsnalT* training 1;: t«ahnicaX •kill«. 

Tta» third fact uhioh shouli hm «mphAaiMd is that hiühr flg woull 

incx%Mam thy CMEJiAilUfll TI'i'T      T^-s «taUasnt has a hypothetical 

quality which th» first two atatament» do not hau««    Havwrthtltta, both 

loplc and «xparitnM support it.    If w» confront th« aon In 90am category 

«1th a tubatantial inoraaa« in •amines, it it highly probabl«, ottwr 

thinga boiiv; aqaal» that SORM of thaa «ho «art pltnninc to laar« th« 

«•rrio« «ill «lung« tbtlr uinia.    This 1«, of ooura«v  a statistical 

atat«SMnt9 and thars «ill naturally b« indiridual sxcaptions.    In his 

taatiaony bafora tha Syslngton Coaoitta«, Captain Darid L. Martinaau 

of tha Buraau of Rsraonnal choa«, in analyaing "tha factors causing 

tha loaa of skillsd paraooosl,"  to oantion first "tha  lura of battar pay 

in tha clrllian »conony;" and in liaousslng ths principal rtaadial 

aotiona,  ha ohoaa to aaphaaiaa  tha raanlistawnt bonus law of 195* as an 

iaportant contributor to Urn improvainant in raanliatmant ratas over 

thalr Mova«bar 1954 Iowa. 

This la not to say that pay is th« aiCy factor» or «van th« aost 

Inportact on«,  affcctinr tha reanliaUaent rats«    Par from it.    Patriotian 

and a daaira to aanrst a aonaa of purpose and b«longin^-.# and a faaling 

of prid« In iaaab«rship in an outstanding organisation ara of Rrsat iinpor- 

txnc«.    In th« word« of th« Cordin«r rsport, "Without basic patriotism 

on tha part of its Mubara thara can be no Arraed Foroes."    But thaa« 

oonsidaratlons should not ba peralttal to cloud th« fact that salariss 

ar« iuportant.    ifter all,  other professions hars Uiair aoral coap«nsations 

Theae data are taken fro« the testimony of aarrloa rapr«s«ntatiT«s 
before tha Syaington Coanittee and they refer to tha period ending June 1956. 
Mora recant inforuation does not indicate that any «ajor luproTaaanta ars 
taking place. 
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too (consider, for «xaiplo,  teaching and nodloln«), and «van Uw moat 

dOTotod of Mary Ban hmra faniliaa to faad, clot ha,  and aduoata«    Tha 

jjaportant faaiara of ptj «ad axibaidiary banafita la that «nlika tha 

patriotlaa and davotlon of Navy nan, thar can ba incrainf4 t^t^tTV^itiÜLT 

by lagialatiTa action.   Thua pay and aubaidiary banafita ara particttlarl/ 

worth talking abovt with raapaot to tha raanliataant probla». 

I wiah to dwell on thia point a bit longar baoanaa it aaama to 

giva riaa to »o many «isooncaptlona.    For axampla,  tha aarrlcaa have baan 

oalng quaationnairaa among anliatad nan who hara daeidad not to raanliat 

in an attaapt to avalnata tha ralati'va Importanca of Tarioua factora 

affacting thair daolaion.    Tha own art aakad to rank a liat of factora 

in ordar of iaportanoa.    Flana to go to achool, dialika of military Ufa 

and dialika of atation aaai^.iment» typically ara rankad ahaad of pay« 

Prom thia it haa baan concladad that pay ia not an iaportant cauaa of 

tha raanlistaant problaci and hanca that wa mat look «laawtwira for a 

aolution.    Thia oondoaion it inoorract«    Althoxigh tha othar factora may 

ba Juport  it to anliatad »an, pay can ba oaaU to offaat than*    11 though 

thora ia rary little that can ba dona to aaka military lifa taora palatable 

to a aan who iielikee it,  there are siaple and obrioua waya af Inoraaaing 

hia pay. 

Thia it related to another frequent ad a con caption.    Tha fact that 

aoaa »an leave the eervice ever, though they can earn no more than thair 

military pay in civilian life  ia often uaeA  aa evidence that pay ia 

irrelevant.    Thie notion ia wrong.    It ia baaeu upon the incorrect 

aasumption that riven equal incooe, moat man woula prefer the nilitary 

to civilian life.    In fact,  the evidence doee not imply ..hat a pay incre 
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wMfclii not katp many «or» of th«»4 ntn In tho aorvlcoo.    Conaidoring 

tho addod doMndo and inoonronionoo of military lift, it would not bo 

at all oiirprlsln^ to find that it it oooooaaxy to of for many non mom 

PV than thay oould oam aa oiriliana in ordor to attract «nou^h of 

thorn«    Thit ia particularly truo now that auch largo atanding forces 

■uat bo ■aiataioad«    Alao it ahould ba onphaaiaod that thoao nan whoao 

dooiaion whether or not to rtaain in tha aarvioo ia affactod by salary 

ara no laaa worthy» no laaa ▼aloabls, or aron nocossarily loaa dorotod 

to tho aorrioo than thoao «ho ronain« 

Finally, wa ahould rooall that thora ara difforancoa in supply and 

doaand oonditiona in difforant oatogorias of manpowor.    Tha iapor- 

taat point waa aada by Captain Martinoaas    "Most of our highly akillod 

taohnical poraonoal in all ratir^a art in heavy daaand by industry, 

Conaoquontly, it haa boon difficult to rstain those men in sufficient 

masbera."    In other worda#  the Navy ia experiencing a shortage of 

technicians beoaaae these nan can find a nore attractive eorabination of 

earnings and working oonditiona in iniuatry.    On the other hanif there 

ia no particular ahortage  in the less skilled areas» 

Within this factual fraaework, we may now aak ouraelves upon wtiat 

principles should salary differentials be based.    Quartermaster Stanley 

argues that ths opera tore who bear the rtsponaibility should be  renvne rated 

aa well aa ara the technicians.    But ths anoint of responsibility^  though 

relevant, ia not a sufficient criterion.    For axanpla, in combat there 

are many men on a ship who hav«  it within their power to coasdt an error 

which might cause the loaa of the ship.    Can we therefore ooncluds that 

the radar operator should be paid at the aaae rate aa ths oaptaii 7 
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tfhftt «bout patrlotiiM or dtvotlon to duly?    Howivtr oaammnlablm thtj 

art, it la difficult to MC ho« m o«n mvani thoa «xocpt insofar as 

th«7 aff«ct actual porforaano«,    r«rhap« rank?   But to suggoat rank ia 

U' bog tha qua a ti on,  for it raaaina to ba datamdnol to whoa ahouid ba 

giran tha highar ranka.    Should paj ba ralatod to langarity?    It ia 

difficult to underatand wby aara tonura ahouid antitla a nan to graaiar 

rawarda indapandantlj- of hia afforta.    Of courtM, inaofar aa graatar 

axparianoa raaiara a aan abla to parfora hia dutiaa battar it would aaam 

to ba nsla/ant to ttea man*a aaminga«    But than it ia tha parforaanca 

and not tha longarlty which ahouid ba raaaurdad.    All of thaaa conaidar- 

ationa ara ralarant, but thay fail ia thaaaalTaa to prorida aufficiant 

critarla for tha datondning of aalary aoalaa« 

Why do thaaa prinoiplaa fail?   Thay fail for lack of an objaotiva» 

Suraly our goal ahouid ba to naxiaiaa tha ovar-all affaotivanaaa of tha 

Nary aa a fighting foroa, within tha liaitationa of tha budget •    If tha 

Navy ought to raward diffarantialiy patriotiaa, raaponaibillty and 

longarity, it ought to do ao baoauaa it will laad to a oora affactiva 

foroa, for it ia clear that tha Navy ia not in businaaa neraly for tha 

purpoae of ao rawarding thea«    i atriotlam,  raaponaibillty and lon^erity 

and any other factors which wa cooaidar relevant to the determination 

of aalarlaa auat be related to scat Important orar-all objective.    Having 

aalected tha appropriate objective, we aagr then try to choose the set 

of aalary aoalaa which will  io tha moat to further it* aehievuaant. 

ia i* taxpayer,  I think that the pay structure ahouid be ohoaen to auudL- 

aise Naval affactlvenefi». 
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Tha adiltary budfwt is A h«*vy and continuing burü«n on tbm «oonony. 

Omr position In th« CoLl War dojnands that our aratd forcoa b« oontinnoualjr 

at poak •ff«ctlT»na»a.    Tha ralationahlp of tha praa«nt ohallan^a to 

national aaewltx to oar Hal tad raaoorcaa aakaa Inafficlant uaa of 

tha b«dg«t    a Ixonrj ¥• cannot afford.    Tha nation haa a rlf,ht to tha 

baat «illtary astabllahaant that can ba bought with tha b^lgat allocatad 

for that purpOM.    Tha cltliana hav« a right to tha bast flrhtlnr. fcrca 

obtainabla within tha llndta aat by tha Navy bui/at,  and tha iMtibart of 

tha Navy ahart that right« 

This praacrljtlon may aaaai iapractical In application, but tha 

appaaranoa la daoaptlra.    Tha toaximltin^ of Naval affactivanaas within 

tha Ilaitations of tha parsonnal bodgat haa vary dafinita logical 

lapllcatlona for salary soalaa*     First of all,  It is possible to dacida 

whan aalary soalas ara not at optlawm lavals.    /or axanpla,  if at prastnt 

acalss thara is an axoaaa supply in aona cata^ory of manpowar,  V.ien 

aalarlea for that cata.-ory could ba lowarad to brirv  supply into Una 

with raqulrsaants and tha ntonay aavad  could ba appllad to tha raisin,■ 

of pay in oatagorlas whara thara is a r;rsatar naad for additional loan« 

In gansral, tha Navy can iaclda wtiathar tha payroll is being 

divided in tha Boat effective way by making conceptual experiments of 

tha following eort.    Suppoae that slightly lesa ware offered  for tha 

services of nan in one  category.    Than  fewer of those men would  remain 

in tha  service whence  the ovar-all offectlvenass of the service wouLi 

-ieclin*.     "v.ppoa«» that the ajoney saved  ware offered  to attract r.ore man 

in another category.    If the incraase  in effectiveness which would be 

contributed  by these  additional  men exceeds the decrease resulting  frou 
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th« lots of mn in th« first estsgory, than ths «JcpsriMnl indicat«s 

that th« ovsr-All «ffsctiTsnsss of ths Nsvy oould b« Luiprowd at no 

•xtra cost,    Hanca,  tha budgat had pravioualjr not baan Jividad in tha 

most affioiant way.    If, on tha othar hand,  rapaatad axparioants of 

this sort indioata that no auch inprov^oant la poasiMa, than it is oaf a 

to eonclttia that tha paraonaal biaigat naa baan lividad in auch a «ragr aa 

to ujuumiM orar-all affaotiranaaa* 

Sotica tha ooopariaon whloh ia mada.    tfa think in taraa of only 

tha  f«w tmv who Mould ba loat bacauaa of a aaaVl pay cut in one oatagory 

and tha few «ho would ba galnad by a tmall  pay inci^aasa in anothar.    Ma 

conaidar tha contribution toward our objaotira mada by those  iaat i'aw 

nan in tha first cat«Kory a^' wa relate it to tha ooel of retaining 

them or tha savinga from releaaii^ than.    Than we evaluate tha improve- 

■ant in over-all Naval effactivanesa wtilch would result from hiring a few 

more nan in U*  aecond  category and we  relate  it  to the coat jf bx^jrinr, 

their aonrioes.    Finally,  if the contribution of the extra nan in tha 

aecond category is greater in proportion to the cost of hiring the& 

than ia tha contribution of the last few uen in the first category in 

relation to tha coat of hiring then,  then we decide to go ahead and 

reallocate the itonay accordingly.    When inproveaanta of thia sort are no 

longer possible,  then it must be the case  that tha contribution of tha 

laat man hired in each category ia proportional to tha coat of hiring 

hU. 

Now we are able to account  for the relevance of the factors which 

were mentioned earlier.    Responsibility does influence the salary attached 

to a position because nan who will take on responaibility and make 
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laportjuit dveliion.« mak» a aajor oontributlon to th« urganiftAtions thaj 

••rv«.    H«no«f Although wnoti mn ara ralatiraljr «care«,  lhair aarvlca« 

ara in graat daaand.    D«Totion to duty ha« ral»Tano« in that the nan Mho 

it drrotad to his work if apt to parfonn battar than tha man who ia 

indiffarant.    Up to a point, axparianoa ia rala^ant for Ui iuan with 

axparlanea in acaa Lina of work will probabij ba  abla to oonlrlbuta 

fcora  than tha aan who ia inaxparianoad.    But tha  point I  yould strass 

ia that thaaa factors ara  ralavant bacauaa thaj infloanoa supply and 

damand for produotlva aanrioaa and it ia inaofar aa tha/ do this that 

thay halp to datamdna  aalarlas. 

How can thaaa prineiplaa ba appliad in practio«?    Soow illuatrations 

will be oaaful.    All of tha  aarvioas ara exporiancln •  a earious »horta^e 

of officara In tha four to fourtaan yaara* aarvioa brackat an; a surplua 

of Junior obligatad officara with thraa yaars or lass of aarvlca.    Tnua 

it should ba olaar than an iaprovamant in tha attracllvanaas of tha 

"niddla yaara" in tha officar'a cajraar and an incnaasad amount of 

aalaotivity in tha consnisaionlnr, of Junior officara would improva  tha 

orar^all affactiranass of tha  corps.    Too nuch aonay is baiJV' spsnt on 

tha racruitin^ and training of Junior officara artd not enough is babv. 

apant on inducing thaa to mioain in tha  sarvira.       As a rasult,  a graat 

daal of valuable talsnt and axparienca  is lost  to  ths sarvicas. 

The axparianee of all of Ih« sarvicaa with nan coinpleting thair 

first anliatoent in fiscal 195)6 proridss an sxcellant illustration.    Tha 

'-'.atijaataa of tha  surplus«» and shortsgss can b«  founl in tha 
Cordinar report. 
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mmn in this eatsgoiy traiiMd In varioua aapcot« of •l«otronio» r»«nll«t#d 

at \.hm rat« of thlrtaon por o«nt.    Tha MITIM« hanm ••tliwitod that Iho 

oplijBjk. rat« i'roa UM point of riov of a balano*i foroo (one« ih« fore« 

ha« b««n built up) %   jjd b« thirty-thr«e par oont.    On th# oth«r hand, 

■lightly ov»r a quartar of UM first toratra in »uppoi-ting Mrvicas 

raonliotod aDd t.his(  in tarn, was two par cont abort tha optiauu» rata. 

"jjppcrting aanrloaa" inoladaa rahicla arlv^ra, military polio« and 

food aanric«.    Of coura«» tha optiaun rataa wlpjnt tand to chang«  if 

alactronios axparta w«ra paid aora than own in tha supporting aorricaa, 

Navarthalaaa, it ahoold ba olaar that it would inprova tha quality of 

tha araad foroaa if tha paraonnal budgat war« raallocatad with laaa 

baing paid to tha laan in tha "toft akiUa"  and «ora to tha »an in 

alaotronioa* 

Again, why abould tha Nary pay mora to tha akillaa tachnlcian«? 

Tba oritarion ia tha public intarast in ailitary affioianoy«    Mora 

ahould ba paid baoaaa« worm tachniclana ara iM«<*«d and bacausa it ia 

• vidant that in tha  faca of strong civilian Jaaand for thair »axnricas 

■ora mat ba paid if «nough tachniclana are  to ba induoad to raxaain in 

tha aarrio«.    iltamativaly, why ahould th« Navy pay laaat or at laaat 

not pay nors,  for roan in aoft akillaT    Baoauaa aora than anoagh ara 

anliating now.    Tha Navy doas not aa«d to pay mora,    Thara ara auugr aora 

urgant dasMnda on tha military b«aigat than for pay incraasaa in catagoriaa 

whara thay ara not naoaasary.    Naturally it would ba nica to pay than 

■ora a« wall.    But wa  are working with a liaitad buigat,  ao that  if MO 

pay nora than ia naoaaaary for aooa aarvicaa, wa ara vmabla to pay as 

nuch aa ws ought for othara* 
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For a final «xanpl«,  m maj look to thm Air rorc«.    It hu b««n 

■ontloriod Alrtftdjr that tha Air Poro« spands about  322,500 on training 

and maintaining a boavbln^ a/ataa rapalnnan during his first  'oxtr-yaar 

anlittJMnt.    In axohanga ha proridas tha Air Pore« with a /aar and a 

half of pmluctlva  aanricas*    At tha and of tha first anlisUnant niiM out 

of tan of thaaa aan ratum to civilian Ufa.    For thsaa nan who do not 

raanlist, tha Air Forca pays >22,500 for a yaar and a half of produotiva 

sarvioaa*    This is an annual rata of 115*000.     If ona of thesa nan wara 

to rsanlisl as a first aargaant, ovar tha naxt four jrsart   « «cull 

raeaiva an annual baa«  pay avarv-iv, about )2500f or a total of  ,10,00'. 

If tha othar ooata to tha Air Force  In supportirv: hin for this len.Tt'n 

of  tins are alaa about |10f000t it would ba worth four tiiMs U5,00CJ ] o -. . 

U0,000 of p^ and .U0,000 of othar costs, or v4Ü,000 to this  »srvics  fo.- 

ona nors of thaas nan to rsanlist.    But aural/ »uch a larg«  raorJla'-jns-.- 

bonus would ba unnaoassaxj.    Ist any indiridual bonus lass than thia would 
a 

rasult in a purs aaviny  for tha Air foroa. 

Onoa a^ain Ist mm aaphaaisa  that my crltarion is tha public intarast. 

I do not coniand that taahniciana ara intrlnaically nops daaarrin^;,  -nors 

davotaJ or nors talsntad  than tha loan who oparata tha maohinary.    Hj 

arguaant ioas not avan  iapand upon th«  avsrag«  tachnician bsln.' taora or 

lass Important to tha  Navy than tha avara^a operator.    I do not "place  tha 

aarvioss of ths taohniolan abovs  thoss of th«  operator."    Rathar I  obsanra 

Of course thia doas not imply that tha Air Forca would ba juatlfiad 
in offsring such a larga bonus.    A uaioh amakllsr ons wouli b«  sufficient 
for reanllBtaant raquiraments to be net.    Also,  the Air Force cannot offer 
a bonus  to one man without offerirv  it  to all  others in the  sana  category. 
Thua it would have  to "waste"  it on the tan par cant who would hare  raanlistau 
anyway.    Nevertheless,  the stataiaants In the  tart are  correct aa they stand. 
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that at tbm prvtant timrn, th» lots of on« »or» soaro« «lictronlci «xptrt 

would r»d«o« th« or«'«-all tfNotlvwn«« of th« Mnrlc« »or« than th« lo«« 

of on« bo,•w,• nat« and I oonelud« that th« Natj should b« irLIling to 

psy mov to rotala th« fonwr than to mtaln th« lattar.    Also,  I obaonr« 

that th« d«»and and th« pnqr for th« ««rrie«« of th« «loetronie« «xp«rt 

in olTilian Indmatry ar« grsatar than for th« ««rrlo«« of a bo*«««*« aat«# 

«h«no« I oonelud« that th« Navy nauit pay mono for th« forasr than for 

UM latlir. 

A fr«qu«nt objoction to thi« argrvoant 1« that it n«gl«ct« th« 

probl«m of ■oral«.    In th« word« of th«   t«i> TofK Tin««, "«ny aort of dlffor- 

«ntial in eoa^anaation always ral««« thia quaation."    I would qoastion 

th« iaportanoa of th« objection.    First of all, aa I har« pointed out 

• arli«rf diff«r«ntiala already do exist b«tw««n th« «amines of awn of 

th« sans rank, of th« sssw s^« and of tha  SSOM lanfth of aarrioa*    T«t it 

is not apparant that thas« diff«r«ntiala har« dastroyvd th« »oral« of 

th« ««nrlr««.    *lor i« th«r« an/ raaaon to think that a ayataa of pay 

inoraaa«« rawardlng «up^rio- p«rfonianc« would csna« tny not daeraas« in 

Mrrio« aoral«.    On tha oontrary,  it would tand to iapror« th« aorala 

of just th« own tha nation should want to raward.    Saoondly, in «raluating 

th« Juatic« of hi« aamings, Ui« p«tty officor who rspaira radar is as 

likely to aake coaparisons with th« «amings of civilian alactronlsa 

•zp«rts as h« i« with th« eaminrs of,  aay, a nan with «qual langth of 

««rvio« who i« a cook.    Finally, a raaaonabl« intarpmtation of th« "ooral« 

problaaf* would b« that it is change• in salary ISTSIS faroring diffarant 

paopl« and not iif f«r«no«s in th > lar«l« th«ua«lv«s which night caur« a 

tanporary aoral» problau«    If this i« correct, tn«n, ono« tha naw salary 
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patt«rn is wll ••tahllth»!, thtr« is no taor» rauon to think that th« 

■oral» of own in "toft skUlf'* will «mffar Xmcw thmj «am last than 

■sn in "hard skills'*  than bsoaoss thsy »aim Isss thsn carrisr pilots. 

Anothsr objsctlon is that it is not possible to nsasurs  tha extant 

to which extra indiriduals in different catsgories would contribute 

to the orsr-all effectiveness of the Navy,    Granted that this would 

require SOSM redirection in the Navy1 a  thought on the matter,  and grafted 

that precision maj be out of the question, nevertheless it certainly 

would not be correct to say that it Is  Impossible to make acceptable 

estiaates.    Civilian employers in a competitive  situation generally manage 

to evaluate the  contributions of their emplo   tee*    In some cases,  such 

as the Aircraft Industry where there is intense competition for various 

sorts of technical personnel,  oompsniee beconw quite expert at canparin/ 

the value of a man*8  serrices with the  coel of keeping  him.     .-"urthemore, 

the Navy has already an extenalve  syateni of exarainatlona  ani   fltnasa  re- 

porte.    The fact that the Navy is able  to decide what an optizniB  furce 

woulci be in tenas of the balanoe betweei. different ranks,  a^es  and spec- 

ialties implies that it also can dsclds  in which categories of manpower 

an increase would contribute   neat to over-all effectiveness.     In other 

words, what I am aaying is that ths  "avy can and should apply sound 

principlss of operations  research  to pera^nnel problems. 

Since  the occasion for this iiscusalon  is the appearance of tie 

Cordiner report,   some conrm.-it on Its  reocacaendatlons Is in order.    Although 

the  recosmtendations  eeem to ae  to be   atepa   In the right   direction,  I 

cannot defend or criticise them in a quantitative way.    Nevertheless, in 

principle they are  justified  iy the  analyais which I  have  presented 
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inaofar ui th*y r*pr«»«nt «n Attempt to rtadjuat taljury scalas in 

*cconl«no« tfith »vpplj And Jtmana and productivity oonsiderations«    How- 

tv«r,  a« An «oonoalit» I Mould hAra  likad to hava  a«an .-uora ralianoa 

plAoad upon A flaxibla «yataa of reanliataant bonuaaa.    Uuch a 8jrat,aB 

Mould ba particulArly daairabla for tha Navy. 

When coapArad to a ijataa» wtdch plaoaa «xcluaiv»  raliAnca on aalArj 

acalaa,  a flaxibla bonua ayataa la aoan to hava aavanü. diatinctiva 

advantA^aa.      Alary aoalsB Ara axcaaaivaly rigid.    Thay can U# altarad 

only rarely and than with conaidarabla ai'fort on tha pajrt of the aervicea. 

Jt la politically and a^air.latratlvaly difficult to obtain incraaaad 

approprlAtiona for barvafita which ara not iinaadiAtal/ appArant.    Furthannore, 

it ia not an aaay natter to raduca aalariaa evan whan tha Action la 

appropriate,    Tha Corliner report cortalna a "aavin^a olauaa"   apaclfying 

that no Indivilual ia to have hie pay cut.    Bonuaae on tha other hand can 

ba varied to aaat supply and daaana  corviitiona.    Thia may be quite lapor- 

tAnt.    For «xaaple, oonaldarixv. tha  high rate at which the services hava 

been "gradoAting*1 electroniea experts since «'orld WAT 11,  it would not be 

surprising to aae,  in a few More yaara, a aaturAtad civilian denand for 

such nan.    At that tiiae,  a high salary might not ba  nucesaary for retaining 

these men in aufficlent numb«re.     It would be nmch eaaiar to raduce tha 

relevant raanlietnsnt bonus than 'o raiuce their salary. 

A poasibla advantage of the  raanlisUsant bonua ia that it might be 

Able to be ua*j~  aalactivaly to attract tl» .nai. whose performance haa 

been auparior.    Unfortunately it ia uaualiy juat these nmn who ara able 

to ooaaaand  tha beat salaries in irxiuatry ani hence whose  sarvicaa ara 

loat to tha Navy.    Tat another Aivantaga, and this ahould ba an attractira 
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fe»tur» froa thm point of vl»w of th« Navy,  is that aiff«r«nc«s in bonuaoa 

torvl to intarfaro !••■ with th« chain of coounand than do  ilffcrancts in 

lariaa.    Although pay invarsiona ara  fraqutnt todaj,  it la undtsirabl« 

tc hav«  aubordlnata« boing pal: mora  than their aup«riora# «van though 

tha axlfanciaa of the aanpoxar 9>arkat may foroa auch a ooursa upon th« 

aanrioaa.    Thia la qptlta likaly to b«  tha oa«a with  skilled t«chnieian8 

whoa« poaition in tha chain of cooaiand is /.neatly conplicatad by tha 

strong iamand for their aarvicaa.    Alao, if changing salary scales do 

raiaa a «orale problem, flexible bonuaes might cauae mich leas of one, 

espeoially if it la generally recognia«d that bonuses ara  adjusted in 

accordance with avqpply and demand conditions. 

The oaaa uhioh I here nada for salary differentials haa been n^le 

froa U* point of view of tha public  Interest in ailitary efficiency. 

On« -^«y aak is it fair to pay one uan more  than anot^ter if both work 

aa hard,  are  aa patriotic and bear tha  sane risks,     t'roviie.  that both 

■sn are  riven free  choice anu equal opportunitiee ani  provided  that 

certain atandarda of comfort and  security are met for the man earning 

leas,  I  aaaert that it ia fair.    Certainly our whole political and social 

ayatam haa baan erected on that premie« and on th« poaition that extreme 

inequalitiea in incaoa distribution can be redress« 1 by progreasira tax- 

ation.    If the man eamin,   less does not choose to qualify for tl« hi.'her 

paying grade he haa not been wronged.     If he is unable  to qualify,  then 

it ia difficult to claim that hla   work  is of comparable quality.    A nan*a 

output is a product of his ability and his «fforta.    Oenarally speaking, 

rew&JMa  are  needed  to iniuce  people  to  -Ar.m greater efforts. 
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Th«r« cr« thoM who Mould irzm lhaX th« military Mrvlc«t «houli 

b« •x»icprt fron th» infltttno«« of th« conpatitiv»  •oonoicy.    "ifUr all9■, 

th«/ «ay,  "»howli UM hangar i«ok bccot» a skarkatplacat    Do patriotism 

and dwotlon to iuty count for nanght?"    To arvu» thoa la to t* un- 

rvaliatlo and to alaandaratand th« function of th« narKttplac«.    Patriotlan 

and darotlon to duty ara laportant, but th«/ would count for at laaat 

aa H&oh «nd«r a nav oo«p«titlv« a«t of salary acalaa a« t\mj do now*    But 

thla la b«aid« th« point.    Whstbar or not wa night triah It oth«nrls«, 

th«  Navy has serious coarpstltlon for manpower.    This coapstltlon la not 

a bad thing.    On th« contrary,  ooeipetitlon has a lo^ie of Ita own.    It 

emnpela th« efflolent us« of reaouro««.    If th« price of techniciana 

la rialng» It la because th« J««and for Uwir s«nric«a Is increasing* 

This is a sign for all ««ployera of technicians to us« than acre aparinp,lj. 

Tha appropriate behavior in a ooaqpetltlve altuatlon la efficient behavior. 

Thia in lark« part explains the  »access of our free «nterprlee «coaoicy. 

And th« prlnclpl«a upon which an efficient anterprlse operates are aa 

applicable to the Navy as thsy are to the auto Industry.    In an efficient 

Navy, them la a plaoe  for supply ani Ueaand on the hangar deck. 


