’

CLEARINGHOUSE FOR FEDERAL SClciiIFIC AND [:=CHNICAL INFORMATION, CFSTI

Faow g9
! e P
V oy W

[ 7 s.
£F &,

F oor & 2
/7 s.
L7 o.

NBS

DOCUMENT MANAGEMENT BF "H <410.11

LIMITATIONS IN REPRODUCTION QUALITY

g ?',4[) babav/

We regret that legibility of *I: document is in part
n11satisfaztory. Reproductic has been made from best
available copy.

A portion of the origir-1 <document contains fine detail
which may make reading ¢! photocopy difficult.

The original document contains color, but distribution
copies are availaeble in black-and-white reproduction only.

The initial distribution copies contain color which

will be shown in black-and-white when it is necessary to
reprint.

Limited supply on hand; when exhausted, document will
pe available in Microfiche only.

Limited supply on hands when exhausted document will not
be available.

Document is available in Microfiche only.

Document available on loan from CFSTI (TT documents only) .

Proce.cors #/L/

9/64



AD 606357

THE ECONOMICS OF NAVY PAY

;

(y"/

Alain C, Enthoven

/

P=-1051

2 April 1957

Appraved for QTS _leasa

L ey sy oy ND

HARD COPY
MICROFICHE

7

% RUND e




P-1051
L=2=57
-1-

THE CONOMICS OF NAVY PAY

Alain C. ‘nthoven

The recommmndations of the special .epartment of Defense committee
on military pay, headed by Kkilph T. Cordiner of General Klectric, have
hbeen presented recently to 3Secretary Wilson, to the President and to
the Congress. Although they are based upon an extensive and detailed
revievw of the whole military pay structure, they embody three rather
simple ideas. First, thr Committee recoumends a salary increase in
all grades, with the larpest increases going to the higher officers.
For exampls, the monthly pay of a Commandier on active duty now begins
at 3474 and rises to 5670 after twenty-six years of service, while under
the new plan it would begin at 3710 and rise to a maximmm of 8840
after six years in grade. The reason for an over-all increass should
be obviouws. The higher ranks are favored in order to offset partially
the compression in salary scalss which has taken place over the past
half ocentury.

Seoondly, the Committee recommends a sharp decrease in the extent
to which longevity affects salary. At the presert time, longevity
continmmes to increase earmings, in some cases, up to thirty years of
servioce; under the Cordiner plan, only longevity in grade is relevant
and this up tc a maximmm of eix yom.. In the case of the Commander

on active duty, saliry can increase as much as by L2 per cent merely

L
There is but one exception to this., Py in the proposed new
grade -9 has a final increase upon completion of the eighth year in
grade,
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because of longevity. Under the new proposal, the maximum inorease for
years in grade is about 18 per cent. Finally, by establishment of
extra grades and "proficiency pay," the plan makes it possible to offer
greater pay to those enlisted men whose services are particularly in
demand, In effect, this would mean the creation of salary differentials
favoring the highly trained technicians.

The reaction to the Cordiner proposals has been mixed. The Apmy-
Navy-Air Foroce Jowrndl enthusiastically described them as "refreshing.”
Moet Alir Forece offiocers strongly support them. On the other hand, the
Ney Jork 7imep has been hesitant. "There is no panacea for all such
problems,” it editorialised. The plan raises "a buigetary problea,® and
"any sort of differential in compensation always raises...a problea of
morale.” In the Congress, the plan has had the misfortune of ocoinsiding
in its arrival with a record peacetime buiget. The estimated initial
cost of five or six hundred million dollare has not endeared the proposal
to those who believe that federal spending is already too high.

The most eloqusnt attack on the philosophy of the Cerdiner plan
which I have encountered appsared in the December 1956 issws of the
Proceedingg. In an article entitled "The Operators,” Chief Quartermaster
¥illima T. Stanley, U.S.N., oriticised the principle of salary differen-
tials favoring technical specialists over those who operate the equipment
on the ground that it is the latter who bear the responsibility. "A
nistake by an operator can...make all for naught the efforts of his
fellow shipmates on the team,"” whaereas "the technician cannot lose a

battle by a poor decision.” (uartermaster Stanley presents his case as
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s matter of prineifle. He chooses not to consider the quantitative
details of the Cordier recommsndations. Indeed, he is wise in this
for it would be extremely difficult to determine g priori jwst hovw
great the differemtials should be. To do this one would have to
answer some hypothetical qeestions beginning with the clause ¥what
would happen if...?™ But the principle of whether or not there should
be salary differentials, and for vba;, can be discussed independently
of the quantitative isswes, and it is on this point that 1 shall join
in the dedbate.

There are sseveral points of view from which one might analyse the
salary differential question ani the conclusions reached from one view-
point may differ from thoss reached from another. In maxing a final
judgment, it may wll be desirsble to work out a compromise betwsen
sws of them. Quartermaster Stanley has chosen to express the special
point of view of the opsrator. In oontrast, I shall prooceed from the
point of view of the taxpayer and the economist, From this stanipoint,

om criterion for military pay is of predominant importance: yithin a

Yo maxizipe the effectivensss of the military eeteblisiment.

Before discussing the principles at isews, I would like to describe
the factual background of the debate. Though I am certain that there
will be little disagreement over these facts, I believe that it is
important to emphasise them here because they seem Lo have been over-
lookesd in most of the discussion of this problem. First of all, salary

differentials do alrealy exist. The captain is paid more than the
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gumer's mate. The lieutenant j.g. with fourteen years of service
receives over half again as much pay as the beginning jeg. In fact he
receives substantially more than do soms full lieutenants. Carrier
pilots and swbmariners receive more than their classmates who remain
ashore. 1 emphasise this wll-imown fact because it iz the basis for
saying that the real issus is not )gther there should be salary differ-
entials, since they already exist, but rather to yhgm should higher
salaries be paid.

Secondly, a serious reenlistmsnt problea exists in all of the servioces.

If the original recruitment problem is much less critical, it is surely
in large part because of selective service. However, in the Navy, the
reenlistment rate for men completing their first four year enlistment
is only about ten per cent., Nearly two-thirds of the e:listed men on
active duty in the Navy have seen less than four years of service. In
some skills, the reenlistment rate is considerably below the average.
For radar pstty officers, for example, it 1s about one in eight. PFor
first cruise men in this rating, it is less than one in sixteen. The Alr
Force and the Arwmy are having similar experisnces. A bombing system
repaimman ocosts the Air Force 22,500 during his first four years of
service. In exchangs, the Air Force r«-eives from him a year and a
half of prodwctive duty. Nine ocut of ten of these men return to civilian
14fo afrer their first enlistment. Ower the past four years, only one
radar repairman has returned for a second enlistment for ewvery two
hundred the Army has trained. These data illustrate an important aspect
of the problsa: The reenlistmsnt rate is markedly lower among msn with
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The third fact which should be enphasised is that hipgher pay would

docrease ihc reenliptment rave. This statement has a hypothetical

quality which the first two statemsnts do not have. Nevertheless, both
logic and experience support it. If w confront the men in soms category
with a substantial increase in earnings, it is hichly probable, other
things being equal, that some of them who wre planning to leave the
service will change their minds. This is, of course, a statistical
statement, and there will naturally be individual exceptions. In his
testimony before the 3ywington Comaittse, Captain Javid L. Martineau

of the Bureau of Personnsl chose, in analysing "the factors causing

the loss of skilled personnel," to msntion first "the lure of better pay
in the civilian econoxy;" and in discussing the principal remedial
actions, he chose to emphasise the reenlistment borus law of 195, as an
important contrivutor to thé improvement in reenlistment rates over
their November 195, lows.

This is not to say that pay is the on'y factor, or even the most
inportant ons, affocting the reenlistment rate. Par from it. Patriotism
ani a desire to ssrve, 2 sense of purpose and belonging, and a feeling
of pride in membership in an outstanding organisation are of great impor-
tiwces In the words of the Cordiner report, "Without basic patriotiem
on the part of its msubers thare can be no Armed Forces." But these
oonsideraticns showld not e psrmitted to cloud the fact that salaries

are important. After all, other professions have their moral compensations

* These data are taken from the testimory of servioe representativez
before the Symington Committee and they refer to the period ending June 1956.
More recent information does not indicate that any major improvements are

taking place.
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too (consider, for exmmple, teaching and medicine), and even the most
devoted of Navy men have families to feed, clothe, and edusate. The
important feature of pay and subsidiary benefits is that wnlike the
patriotism and devotion of Navy men, ihey cen be incregsed pwbstantially
by legislative agtion. Thus pay and subsidiary benefits are particularly
worth talking abowt with respsct to the reenlistment problea.

1 wish to dwll on this point a bit longer becamse it seems to
give rise to so many misconceptions., Por example, the services have been
using questionnaires among enlisted men who have decided not to reenlist
in an attempt to evaluate the relative importance of various factors
affecting their decision. The men are asked to rank a list of factors
in order of importance. rlans to go to school, disliks of military life
and dislike of station assigmments typically are ranked ahead of pay.
Prom this it has been conclwded that pay is not an important cause of
the reenlistment problem and hence that we must look elsewhere for a
solution. This oconclusion is incorrect. Although the other factors may
be import i1t to enlisted men, pxy can be used to offset them. Although
there is very little that can be done to make military life more palatable
to a man who dislikes it, there are simple ani obvious ways ¢f increasing
his paxy.

This is related to another frequent misconception. The fact that
soas men lsave the service ever though they can earn no more than their
military pay in civilian 1ife is often used as evidence that pay 1is
irrelevant. This notion is wrong., It is baseu upon the incorrect
assumption that given equal income, most men woula prefer the military

to civilian life. In fact, the evidence does not imply ihat a pay increase
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would net keep many more of thess men in the services. Considering
the added demands and inoconvenience of military life, it would not be
at all surprising to find that it is necessary to offer many men more
pay than they oouli earn as civilians in order to atiract enough of
them. This is partiocularly true now that such large standing forces
must be maintained. Also it should be emphasised that those men whose
decision whether or not to remain in the servioce is affected by salary
are no less worthy, no less valuable, or even necessarily less devoted
to the service than those who remain,

Finally, w should recall that there are differences in supply and
demand oconditions in different categories of manpower. The impor-
tant point was made by Captain Martineau: "Host of our highly skilled
technical persomnel in all retir;s are in heavy demand by industry.
Consequentily, it has been difficult to retain these men in swfficient
numbars.” In other words, the Navy is experiencing a shortage of
technicians because these men can find a more attractive ocombination of
earnings and working oconditions in inlwstry. On the other hani, there
is no particular shortage in the less sidlled areas.

Within this factual framework, we nmay now ask ourselves upon what
principles should salary differentials be based. Quartermaster Stanley
arguss that the opsrators who bear the regpongibiijty should be renumerated
as wll as are the technicians. But the amount of responsibility, though
relevant, is not a sufficient criterion. For exampls, in combat there
are many men on a ship who have it within their power to commit an error
which might cause the loss of the ship. Can we therefore conclude that

the radar operator should be paid at the same rate as the captain?
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what about patriotism or devetion to duty? However commendable they

are, it is difficult to see how w can reward them exoept insofar as
they affect actual performance. rerhaps rank? But to cuggest rank is
tc beg the question, for it remains to be determined to whom should be
given the higher ranks. Should pay be related to longevity? It {s
diffiocult to understand why mere temire should entitle a man to greater
revards independently of his efforts. Of courss, insofar as greater
experience remders a man able to perform his duties better it would seem
to be relevant to the mam's sarnings. But then it is the performance
and not the longevity which should be rewarded. All of these consider-
ations am relevant, but they fail in themsolves to provide sufficient
griteria for the dstermining of salary scalss.

Why 4o these principles fail? They fall for lack of an objective.
Swrely our goal should be to maximige the over-all effectiveness of the
Navy as a fighting foroe, within the limitations of the buiget. If the
NRavy cught to reward differentially patriotism, responsibility and
longevity, it ought to do so because it will lead to a more effective
foroe, for it is clear that the Navy is not in business merely for the
purpose of 30 rewarding them, latriotism, responsibility and longevity
and any other factors which w consider relsvant to the determination
of salaries must be related to some important over-all objective. Having
seslected the appropriate objective, we ray then try to choose the set
of salary scales which will io the most to further its achievement.

As & taxpayer, 1 think that the pay structure should be chosen to maxi-

mise Naval effectivenerns.
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The military bwiget is & heavy and continuing burden on the economy.
Our position in the Cold War demands that our armed forces be continwously
at peak effectivensss. The relationship of the present challenge to
national secwrity to our limited resources makes inefficient use of
the budzet a luxury w cannot afford. The nation has a right to the
best military establishment that can be bought with the buiget allocated
for that purpose. The citisens have a right to the best fighting ferce
obtainable within the limits set by the Navy buiget, and the members of
the Navy share that right.

This prescription may seem impractical in application, but the
appearance is deoceptive, The maximising of Naval effectiveness within
the limitations of the personnel budget has very definite logical
implications for salary scales. First of all, it is possible to decide
when salary scales are not at optimum levels. For example, if at present
scales there is an exocess supply in some catejory of manpower, then
salaries for that cate,ory oould be lowered to brins supply into line
with requirements and the money saved could be applied to the raisin,
of pay in categories where there is a greater need for additional :en,

In general, the Navy can decide whether tie payroll is being
divided in the most effective way by making conceptual experiments ol
the following sort. Suppose that slishtly less were offered for the
ssrvices of men in one category. Then fewer of those men would remain
in the service whence the over—all offectiveness of the service would
Jecline. uprose that the money saved were offered to attract nore men
in another categury. If the increase in effectiveness which would be

contributed by these additional men exceeds the decrease resulting frou
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the loss of men in the first category, then the expsriment indicates
that the over-all effectiveness of the Navy could be iuproved at no
extra cost. Hence, the budget hai previously not been divided in the
most efficient way. If, on the other hand, repsated experiments of
this sort indicate that no such improvemsnt is possihle, then it is oafe
to conclude that the persornnel buiget has beern divided in such a way as
to naximise over-all effectivensss.
Notics the comparison which is made. We think in terms of only
the few pe who would be lost because of a small pay cut in one category
and the few who would be gained by a small pay increase in another. We
consider the contribution toward our objective made by those last [ew
mon in the first category an! we relate it to the coet of retaining
them or the savings from releasing them. Then we evaluate the improve-
ment in over-all laval effectivensss which would result from hiring a few
more mnen in the second category ad ws relate it tc the cost of buring
their servioces. Finally, if the contribution of the extra men in the
second category is greater in proportion to the cost of hiring thex
than is the ocontribution of the last few men in the first category in
relation to the cost of hirlng them, then we desiie to go ahead and
reallocate the money accordingly. When improvemsnts of this sort are no
longer possible, then it must be the case that the contribution of the
last man hired in eash category ls proportional to the oost of hiring
him.
Now we are able to account for the relevance of the factors which
were mentioned earlier. -LResponsibility does influsnce ths salary attached

to a position because men who will take on responsibility and make



important decisions make a major contribution to the organisations they
serve. Henoce, although such men are relatively scarce, their services
are in great demand. Devotion to duty has relsvance in that the man who
is devoted to his work is apt to perform better than the man who 1s
indifferent. Up to a point, experience is relevant for tiy wan with
expsrience in some line of work will probably be able to contribute

more than the man who is inexperienced. But the point I would stress
is that these factors are relevant because they influence supply and
demand for productive ssrvioces and it is insofar as they do this that
they help to determine salaries.

How can these principles be applied in practioce? 3Some illustrations
will be useful, All of the services are experienciny a serious shortage
of olficers in the four to fourteen years' servioce bracket an: a surplus
of junior obligated officers with three years or less of service. Tnhus
it should be clear than an improvement in the attractiveness of the
"niddle years" in the officer's career and an increased amount of
selectivity in the commissioning of junior officers would improve the
over—all effectiveness of the corps. Too ruch money is beins spent on
the recruiting and training of junlor officers and not enough is being
spent on inducing them to rmain in the sorvico.' As a result, a sreat
deal of valuable talent and experience is lost to the services.

The experience of all of the services with men completing their

first enlistment in flecal 1956 provides an excellent i{llustration. The

*
~stimates of the surpluses and shortages can be founi in the
Cordiner report,
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men in this category trained in various aspects of electronics reenlisted
at ‘he rate of thirteen per ocent. The serviees have estimated that the
optimm rate {rom the point of view of s talanced foroe {once the force
has been built up) v 4id be thirty-three per oent., On the other hand,
slightly over a quarter of the first termers in supporting services
reenlisted and this, in turn, wvas two per cent above the optimm rate.
"Supporting servioes" includes vehicle drivers, military police and
food service. Of course, the optimum rates might tend to change 1if
electronics experts were paid more than mer. in the supporting services.
Neverthelsses, it should be clear that it would improve the quality of
the armed forces if the personnel budget were reallocated with less
being paid to the men in the "soft skille" and more to the men in
electronics.

Again, why should the Navy pay more to the sldlleu technicians?

The criterion is the publis interest in military efficisncy. More
should be paid because more technicians are needed and becamse it is
evident that in the face of strong civilian demand for their services
more oust be paid {f enough technicians are to be induced to remain in
the service. Altermnatively, why should the Navy pay less, or at least
not pay more, for men in eoft skills? Because moie than enough are
enlisting now. The Navy does not pped to pay more, There are many more
urgent demands on the military buiget than for pay increases in categories
where they are not necessary., Naturally it would be nice to pay them
more as wll., But w are working with a limited buiget, so that if wm
pay more than is necessary for soms services, w are unable to pgy as

much as we ought for others.
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FPor a final example, we may look to the Air Force. It has been
mentioned already that the Air Force spends about 22,500 on training
and maintaining a bombing system repairman during his first four-year
enlistment. In exchange he provides the Air Porce with a year and a
half of proiuctive services. At the end of the first enlistment nine ocut
of ten of these men raturn to oivilian life. For these men who do not
reenlist, the Air Force pays $22,500 for a ysar and & half of productive
servioss. This is an annual rate of {15,000. If one of these men were
to reenlisl as a first sergeant, over the next four years !e woull
receive an anmial base pay avereg.ng about $2500, or a total of ,10,000.
1f the other costs to the Air Force in supportinys hirm for this lenth
0 time are also about §10,000, it would be worth fcur times $15,000 less
10,000 of pay and 10,000 of other costs, or 40,000 to the service fo:
one more of these men to reenlist. But swurely such @ large reenlistmen:.
bonus would be unnecessary. Yet any indiviiual bonus less than this would
result in a pure saving for the Adr Foroo.’
Once again lst me emphasise that my oriterion is the public interest.
I do not contend that teanniclians are intrinsically more deserving, more
devoted or more talented than the wen who operats the machinery. My
argument Joes not even depend upon the average technician bein’ more or
less important to the Navy than ‘he average operator. I do not "place the

servioces of the techniocian above those of the operator.” RHather I observe

¢ Of course this does not imply that the Air Force woull be justified
in offering such a large bonus. A mc: smaller one woul. be sufficient
for reenlistmemt requirements to be met., Also, the Air Porce cannot offer
a borus to one man wdthout offerins it to all others in the sa~e category.
Thus it would have to "waste'' iL on the ten per cent who would have reenlistel

anyway. Nevertheless, the statenents in the text are correct as tlwy stand,
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that at the present time, the loss of one more scarce slectronics expert
would reduce the ove=~-all effectivensss of the service more than the loss
of one bo'sum's mate and 1 oonclude that the Navy should be willing to
pay more to retain the formsr than to retain the latter. Also, I observe
that the demand and the pay for the services of the electronics expert
in civilian industry are greater than for the services of a bo'sum's nate,
whence I oonclude that the Navy mast pay more for the former than for
the lattar.

A frequsnt objection to this argwment i{s that it neglects the
problem of morale. In the words of the few York Timeg, "eny sort of differ-
ential in compsnsation always raises this questien.” I would question
the importanoce of the objection., First of all, as I have pointed out
earlier, differentials alrvady do exist betwsen the sarnings of men of
the sames rank, of the same age and of the same length of service. Yet it
is not apparent that these differentials have destroyed the morals of
the services. Nor is there any reason to think that a systea of pay
inoreases revarding superior performance would cause any ret decrease in
servios morale. On the contrary, 1¢ would tend to improve the morale
of just the men the natiom should want to reward. Seconcly, in evaluating
the justice of his earmings, the petty officer who repairs radar is as
likaly to make comparisons with the sarmings of civilian electronies
experts as he is with the earninss of, say, a man with equal length of
service who is a cook. Finally, a reasonable i:terpretation of the "morale
problem would be that it is changes in salary levels favoring different
psopls and not Jdifferences in th) levels themselves which might caure a

temporary morale prob.em. If this is correct, then, onoce the new salary



pattern i{s well established, there is no more reason to think that the
morale of men in "soft skills" will suffer Lecwurse they earn less than
men in "hard skills”" than because the) earn less than carrier pllots.

Another objection is that it is not possible to measure the extent
to which extra individuals in different categories would ocontribute
to the over-all effectivensss of the Navy. GCranted that this woula
require soms redirection in the Navy's thought on the matter, and granted
that precision may be out of the question, nevertheless it certainly
would not be correct to say that it is impossible to make acceptable
estimates., Civilian employers in a competitive situation generally manase
to evaluate ths contributions of their emplo jres. In some cases, such
as the Aircraft Industry where there is intense competition for various
sorts of technical personnsl, companies become quite expert at connparin,
the valwe of a man's se~rlces with the ccet of keepiny him. -urthermore,
the Navy has already an extensive systen of exaninations ani fitness re-
ports. The fact that the Navy is able to decide what an optimux force
wouls be in terms of the balanoce betwee:n different ranks, ases ani spec-
ialties implies that it also can Jecide in which caterories of manpower
an increass would contribute most to over-all effectiveness. In other
words, vhat I am saying is that the Mavy can and should apply sound
principles of operations research to personnsl problems.

Since the occasion for this discussion is the appearance of tie
Cordiner report, some comme:t on {ts recommendations is in order. Although
the recommendations seem to 18 to be steps in the right direction, I
cannct defent or criticise them in a quantitative way. Neverthaless, in

principle they are justified Uy “he analysis whici I have preser.ted
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insofar as they represent an attempt to readjust salary scales in
accordance with supply and demand and productivity consideretions. How-
ever, as an sconomist, ] would have liked to have seen more relianoe
placed upon a flexible system of reenlistment bonuses. C_uch a systes
would be particularly desirabls for the Navy.

when compared to a system which places exclusive reliance on salary
scales, a flexible bonus systex is seen to have several distinctive
aivantages. alary scalss are excessively rigid, They can be altered
only rarely and then with considerable eifort on the part of the services.
Jt is politically and aiministratively difficult to obtain increased
appropriations for beneflits wnhich dre not immediately apparent. Furthermore,
it is not an easy matter to reduce salaries even when the action is
appropriate. The Cordiner report cortains a "savings clause” specifying
that no indiviiual is to have his pay cut. Bormuses on the other hani can
be varied to meet supply and demana condiitions. This may be quite impor-
tant, 7or example, oonsideriny the high rate at which the services have
been "graduating” electronics experts since World War II, it would not be
surprising to see, in a few more years, a saturated civilian demand for
such men. At that time, & high salary might not be necessary for retaining
thess men in sufficlent mumbers. It would be much easier to reduce the
relesvant reenlistment bonus than ‘o reiuce their salary.
A possible advantags of the reenlistment bonus is that it might be

able to be useu selectively Lo attract the nen whose performance has
been superior. Unfortunately it is usually just these rmn who are able
to commani the best salaries in industry ani hence whose services are

lost to the Navy. Yet another aivantase, and this should be an al.tractive
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feature from the point of view of the Navy, is that differences in bonuses
tend to interfere less with the chain of command than do 1ifferences in
~laries. Although pay inversions are frequent today, it is undesirable
w have subordinates being pal. more than their superiors, even though
the exigencies of the manpower market may force such a courss upon thse
servioes. This 1s quite likely to be the case with skilled technicians
whose position in the chain of command is ¢reatly complicated by the
strong demand for their services. Also, i? changing salary scales do
raise a morale problsm, flexible bonuses might cause much less of one,
especially {f it is generally recognised that bonuses are adjusted in
accordance with supply and demand conditions.

The case whioch I have nade for salary differentials has been madle

from the point of view of the public interest in military efficiency.
One —«y ask 1s it fa'r to pay one man more than another if both work
as hard, are as patriotic and bear the same risks. Provide. that botl
mon are given free shoice and equal opportunities ani proviled that
ocertain standards of comfort ani security are met for the man earning
loess, I assert that it is falr. Certalnly cur whole political and social
systen has been erected on that premise an.i on the position that extrexs
inequalities in incoms distribution can be redresse! by progressive tax-
ation. If the man eamin: less does not choose to qualify for tle higher
paying graie he has not been wronged. If he is unable to qualify, then
it is difficult to claim that I.is work is of comparable quality. A man's
output is a product of his ability and his ef{forts. Generally speaking,

revardis are needel to iniuce people to nake greater offorts,
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There are those who would argus that the military services should
be exsxpt from the influsnces of the comupetitive economy. "After all,”
they sgy, "should the hangar lecx becous a marketplace? Do patriotisn
and devotion to duty count for naught? To arque thus is to bLe un-
realistic and to miswnderstand the function of the marketplace., Patriotism
an! devotion to luty are important, but they would count for at least
as much wnder a new ocompetitive set of salary scales as they do now. But
this is beside the point. 4Ahether or not we might wish it otherwise,
the Navy has serious competition for manpower. This competition is not
& bad thing. On the contrary, competition has a logic of its own, It
cumpels the efficient use of resources. If the price of technicians
ie rising, it is because the demand for their services is increasing.
This is a sign for all employers of technicians to use them more sparingly.
The appropriate behavior in a competitive situstion is efficient behavior.
This in larve part explains the success of our free enterprise econoxy.
And the principles upon which an efficlent enterprise operates are as
applicable to the Navy as they are to the auto industry. In an efficient

Navy, there is a place for supply ani Jemand on the hangar deck.



