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weighted preference for each plan. Based on successful
demonstration of this methodology using a sample of military
officer students a.t the Naval Postgraduate School, it is
recommended that this method be expanded to a sample of the
entire military population. In view of the recent criticism
alleging inefficiency and expensiveness of the existing
system , the results of such an effort could be useful to the
effectiveness portion of a systematic analysis aimed at
choosing among alternative retirement systems .
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ABS TRACT

This thesis develops and evaluates a methodology designed

to quantify perceptions of alternative military retirement

plans and components of retirement systems . The technique

consists of factoring retirement proposals into common

characteristics, surveying a sample of the military popu-

lation , asking them to rank arid weight characteristic im-

portance and score how each plan fulfills each characteristic,

arid computing a relative weighted preference for each plan.

Based on successful demonstration of this methodology using

a sample of military officer students at the Naval Post-

graduate School , it is recommended that this method be

expanded to a sample of the entire military population . In

view of the recent criticism alleging inefficiency arid ex-

pensiveness of the existing system , the results of such an

effort could be useful to the effectiveness portion of a

systematic analysis aimed at choosing among alternative

retirement systems.
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I. INTRODUCTION

A. CHARACTERISTICS OF MILITARY RETIREMENT PROGRAMS

The existing provisions for military retirement are just

a subset of the complex U.S. military compensation system

based on laws which now fill several volumnes of the United

States Code , which in turn have been interpreted and ampli-

fied by countless courts and Comptroller General decisions

occupying hundreds of additional volumnes . Compensation

includes basic pay , quarters and subsistence (either i’~ kind

or cash), a guaranteed lifetime annuity in retirement , re-

enlistment bonuses , special hazardous duty pays , commissary

and exchange privileges and medical and dental care .

U.S. military retirement practice itself dates~ back to

the RevoL~tionary War when one-half pay for life was promised

to officers remaining on active duty until the end of the

war. Since then , various retirement plans have been ini~ i-

ated and enacted by Congress. In 18”O , the option to retire

• after 30 years of active service began and the basis for

the existing system was founded.

• At least since the First quadrennial Review of Military

Compensation (the “Hubbell study” or QRIVIC) was released in

1966 , the compensation system in general and retirement in

particular has been increasingly criticized. The QRM C

charged that retirement provisions provided neither manage-

inent effectiveness for the government nor equity to the

10
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member öef. ~7. The President’s Commission on Military

Compensation (PCMC) reported in 1978 that the retirement

• system was ineffective , inefficient and too expens ive ~Fef. i~7.
Indeed , the Congressional Budget Office (CBO) has projected

that retirement costs under the current system would reach

$12.8 billion by 1981 , a 33 percent increase over the 1.978

appropriation ~~ef. 2.
A comprehensive background on the military retirement

issue in the con text of the total compensa tion sys tem is

presented in A~ppendix A. The compensation issue in general ,

and the speci f ic  choi ce of whi ch re tirement plan to chose

are signifi cant issu es not lik ely to be easily resolved.

The problem then , was that the existir~ mil i tary retire-

ment plan was percei ved by many to be in eff ective and too

expensive . Resolution presumably lies in ei ther pro ving

that the existing system is more cost effective than any

feasible alternative or ider.tifyir~ the most efficient al-

ternative retirement plan from the many under consi dera tion .

This  general pro blem is certainly challeng ing ccr.sidering

the difficulty of measuring effectiveness in any terms , muc h

less attempting to weigh it against dollar costs .

B. PURPOSE AND ~~THODOLOGY OF T~~ THESIS

This thesis is dir9cted towards gaining further insight

in the narrower area of perceived effectiveness. The problem
• 

thi s thesis at tempts to solve is , how to measure users ’

perceptions of military retirement plans . The me thodology

11
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employed consists of

- A survey of a limited sample of the military population.

- Asking respondents to judge recently considered alter-
native retirement plans based on two factors : their
own interests and how each alternative might meet the
defined retirement system objectives of the military .

- Factoring alternative systems into common characteristics.
Respondents are asked to rank and weight characteristic
importance and score how each plan fulfills that
characteristic.

- Computing relative weighted scores for each plan for
each respondent. (note 1)

- Displaying each complete plan and asking respondents
to rank order their preference.

• The specific objective of this thesis is to evaluate

this method as a vehicle for identifying:

- Perceived most crucial com ponents of military retirement
plans.

- Most favored plans on a relative scale.

The four plans evaluated are described in Appendix A,

Figures 43, 46, 47 and 48. They are the existing system ,

the plan proposed by the President’s Ccmmission on Military

Compensation (PCMC), the Two-tier plan developed within DOD

and similar in concept to the Retirement Modernization Act

(RMA ) of the early 1970’s, and the latest plan submitted by

the Secretary of Defense (SECDEF ) in early 1979 and under

consideration by the President at the time of this writing.

C. STRUCTURE OF THE THESIS

Chapter II discusses the surveyed population, the survey

document itself, and how relative weighted preference is

calculated for each respondent . Chapter III presents the

• 12
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analysis of the reply data. First, the whole sample is

analyzed by detailing their personal profile and how the

respondents judged the relative importance of retirement

plan characteristics , each alternative ’s provisions for the

characteristics, and the total plans themselves. Then an-

alysis is undertaken to seek perceptual differences among

subgroups (i.e. by rank, service, etc.) of the sample.

Finally, conclusions based on the data analysis are drawn

relative to the surveyed population and also in regards to

the stated objective of the thesis. Chapter IV includes

recommendations concerning further use of this methodology .

References cited throughout the text are listed at the

end of the thesis. Identifying or clarifying notes are

grouped at the end of each chapter.

D. NOTES FOR CHAPTER I

1. The idea of the weighted relative merit technique

was taken from a 1973 Air University thesis by then LtCol

D.L. Anderson. Therein, the existing system , RMA . civil

service and private sector retirement plans were compared

using solely the author ’s values and judgements ~~ef. ~7.

I

I
I
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II,  THE SURVEY

A. THE POPULATION AND ITS LIMITATI ONS

The population from which the sample was drawn consisted

of the 937 military and other uniformed service off icer

students attending the Naval Postgraduate School (NPS) in

March 1979. While all branches of the military plus the

National Oceanographic Atmospheric Administration ( NOAA )

were included , the sample could hardly be considered repre-

sentative of the military population. These NPS students

were all off icers  grade 0-2 to 0-5 and as indicated by their

selection to attend the school have , at least generally ,

enjoyed a successful and promising career or ctherwise been

screened from the overall military population.

B. THE SURVEY DOCUMENT

1. Structure and Content

The following discussion addresses the survey docu-

ment which is displayed in Appendix 3.

Section I defines both the objective of the survey

and “effectiveness” in terms of a retirement system as it

might be viewed by the military services . The definition

of effectiveness for military retirement programs is taken

verbatim from the First ~RMC with th~ exception of the

deletion of ‘ ... , and protected against the inroads of

inflation” from the last sentence under “ just treatment of

the member ” ~~ef. ~7. The survey ’s methodology is then ex-

plained to the potential respondent.

14
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Section II contains the survey questions and is

divided into four parts. The first part solicits personal

data , opinions on the impact of the retirement system on

one ’s decision to join the service , and information on one ’ s

career intentions both now arid at time of enlistment.

In the second part, retirement plans are compared

by component. Retirement plans in general are factored into

six defined characteristics : early retirement , annuities ,

vesting , severance pay , benefits , and grandfathering . The

various options offered within these characteristics are

• presented and respondents are asked to rank order their

preference for how each plan meets each characteristic

(beginning on page 7 of the survey). To further quantify

their preference,  respondents are asked to score how well

• they feel each plan fulfills each of the six characteristics.

Thus , each respondent is ranking and scoring how he or she

feels a particular retirement plan meets or fulfills each

of the defined characteristics . (Note 1).

The respondents are then asked to consider the rela-

tive importance of the characteristics themselves as parts

of a total retirement plan (page 18 of the survey). They are

asked to rank order , then weight the six characteristics.

In the forth part, the survey displays the four

alternative plans in total (pages 21 to 2° of the survey).

The plans are not identified by name or source in the survey ;

however, plan one represents the existing system , plan two

is the PCMC proposal , plan three is the two tier plan, and

15
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plan four is the SECDEF plan . The final survey question asks

that the plans be rank ordered.

Section III of the survey is a feedback request form

for those students desiring a summary of the evaluated survey

results.

2. Limitations and Assumptions

A significant limitation of the survey document is

that it would not be suitable for universal application as

written . I t  was drafted by a NPS student and intended to

be distributed only to his peers ; and therefore is designed to

communicate with only a small portion of the mili tary population.

The requirement that respondents reply based on wha t

they think is best for them and the mi l i tary assumes that re-

tirement system effectiveness for the individua l is not in

conflict with effectiveness for the service. Consideration

was given to constructing the survey to allow for two or even

three replies to each of the key questions : one answer for the

individual , one for the service and perhaps one for an average

or cverall reply. However, after giving a small pre-survey

and finding out how long it took to answer the questions as tte~
were (about an hour), it was decided not to expand the document.

The severance pay issue was not directl y addressed

under the Two-tier plan . It was assumed that if a Two-tier

plan were ultimately proposed by DOD , it would have similar

severance pay provisions to the SECTEF plan . Therefore , in

the survey, plans three and four share the same severance

pay provisions .

16
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Several other components of military retirement

systems are noted in Appendix A but are not defined as

characteristics within the survey. They include the con-

• tributory/non-coritributory issue , bases for retirement pay

• raises, social security offset arid provisions for dealing

with dual compensation. While these features are relevant

for a general comparison of military retirement alternatives ,

they were omitted in this work because they were either common

to all considered alternatives or not sufficiently defined

within the currently considered alternatives.

C. COMPUTATION OF RELATIVE WEIGHTED PREFERENCE

The key perceived merit measure of each survey response

is the re lative weighted preference for each of the four

alternative plans. These relative weighted preferences are

calculated in three steps for each respondent as depicted

in Figure 1 and explained beiow s

Step 1. Raw characteristic weights assigned by the re-

spondent are normalized by summing the weights assigned to

each of the six characteristics and dividing each raw weight

by that sum . The result is a normalized weight for each

characteristic.

Step 2. The normalized weight for each characteristic

is th en multiplied by the fulfillment score the respondent

assigned for each retirement plan’s provision under that

characteristic. The result is a product (assigned the

symbol “ WxS” ) for each characteristic under that plan.

• 17
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Step 3. These products (WxS ) are then summed within

each plan to arrive at a relative wei ghted preference for

that particular alternative retirement system. (Note 2).

These caloulations are based on two assumptions:

1. Since benefits were not currently addressed in

either the Two-tier or SECOEF plan, scores for this charac-

teristic under these plans were assigned values equal to the

average scores allotted by the respondent to the other two

(existing and PCMC) plans. Thus , the first assumption

-

- • is that benefits provided under a Two-tier or SECDEF plan

would be equal to the average of benefits perceived under

the existing and PCMC plans .

2. The second assumption concerns the fact  tha t , by

definition , grandfathering cannot be scored for the existing

system . In order to complete the calculation while not

penalizing the existing system , grandfathering under the

existing plan was assigned a score equal in value to the

maximum score allotted to grandfathering under the other

three plans.
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D. NOTES FOR CHAPTER II

1. It may be noted on pages 8-18 of the survey that

within characteristics , there may be two , three or four

options to choose from . This happens because some plans

share common provisions within characteristics.

2. Another assumption, implicit in the method used for

calculating relative weighted preference, is that of

linearity. We are presuming that component characteristic

products ( WxS ) can be added linearly to arrive at relative

weighted preference for a whole plan.

20
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III. RESULTS

A. DATA ANALYSIS OF THE WHOLE SAMP LE

1. Profile of the Sample

Two hundred seventy eight survey documents (or 3O~

of those distributed) were returned completed. Many noted ,

either on the survey or in person to the author, that it

took at least an hour to complete. One hundred thirty nine

students requested feedback , indicating that half of the

• respondents were interested in the fruits of their labor,

the retirement issue , or perhaps both .

Twenty of the 278 surveys returned lacked one or

more of the score or weight value replies needed to calcu-

late relative weighted preference. While there are statisti-

cal methods available for dealing with such missing values,

it was felt that omission of this relatively small number

of cases from the large sample was prudent and hence, missing

value techniques were not  employed .

Branch , rank , and years of service prof i les  for  the

sample are displayed in Figures 2 through 4 respectively.

(Notes 1, 2 ) .

The sample can be categorized by modal tendencies

of career intention and opinion replies shown in Figures 5
through 7. The military retirement system had a significant

effect on their decision to join the service, yet respondents

were unsure about their career intentions when they signed

on. As of now , they intend to stay until first eligible

to retire .
21
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-
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2. Ret i rement  Plan Characteristics

F a. Characteristic Importance Weights

(1) Mean Characteristic Weights. Recall from

Chapter Il that the respondents were asked to assign weights

to the six characteristics of retirement plans based on how

important they felt these characteristics were as part of

- • 
a total retirement plan . These “ raw wei ghts ” were normalized

to facilitate calculation of the relative weighted preference

for each who-e plan.

Based on the nean weights shown in Figure 8,

both raw and normalized , those surveyed clearly fel t tha t

early retirement and annuities, respective ly, were the mos t

important characteristics of retirement plans . Benefits

and grandfathering were next, followed by vesting and

severance pay respectively .

( 2 )  Testing for  Si~~~if i can t  Di f f e r ence .  The

differences among the raw characteristic weigh t means were

statistically significant well beyond the .001 level. Fig-

ure 50 in Appendix C summarizes the one way analysis of

variance (ANOVA ) conducted to arrive at this conclusior ..

By design , the normalized weights are con-

strained in that they must sum to 1. For this reason ANOVA

would not be statistically valid on these variables.
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NORMALIZED
CHARACTERISTIC RAW WEIGHT WEIGHT

Early Retirement 86.074(20.771) .219(.068)

Annuities 82.628(18.864) .209(.O53)

Benefits 69 . 4 73 (2 8 . 3 3 2 ) .170(.067)

Grandfathering 65.733(30.7r) .159(.074)

Vesting 53.~ O6(28.048) .129(.062)

Severance Pay ~.8.63 2 (2 6 . 9 5 6 ) . 1 1 5 ( . 0 6 3)

-
• 

(with Standard Deviation)

Figure 8 - CHARACTERISTIC I~~ CRTANCE WEIGHTS

-
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b. Characteristic Importance Rankings

In addition to weighting characteristics respond-

ents were asked to rank order the six characteristics ‘to

indicate how important they felt  they were wi thin a mili tary

retirement plan .

Frequencies of rank response by characteristic

are displayed in Figures 9 through 14. The overwhelming

perceived importance of the defined early retirement character-

• i s t ic seems obvious . Almost 59% of the respondents fe l t  it

was number one in importance. Only 13% ranked early retire-

merit lower than number three. Annuities seems to be second

with 67% of the sample ranking i t  at least second . Benefits

and grandfathering seem to be perceived as the next most

important characteristics with cumulative frequencies of

59% and 52% at the number three rank respectively. Vesting

and severance pay appear least preferred with cumulative

frequencies of 62% at the fourth rank and 73% at the fifth

rank respectively . These rank orderings of characteristic

importance seem to agree with the average weighted preferences

reported in the previous section.
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3. Plan Fulfillment of Characteristics

a. Fulfillment Scores

(1) Mean Scores. Respondents were also asked

to indicate how well they thought various plans fulfilled

defined characteristics by assigning scores from 0 -to 100 to

available options . These data are summarized in Figure 15

and were analyzed by evaluating the means of the several

fulfillment scores. Within the early retirement and benefits

characteristics , provisions of the existing system were

clearly favored . The existing plan also scored highest ,

albeit by a smaller margin , in annuities and severance pay

respectively. The PCMC proposal scored h ighes t  in the

vesting characteristic, closely follcwed by the Twc-tier

plan. The SECDEF plan scored highes t in grandfathering ,

with the Two-tier provisions a relatively close second .

(2) Testing fcr Significant Difference. Dif-

ferences among the mean charac terist ic fulfillment scores

for each plan were analyzed using analysis of variance

( ANOVA ) techni ques and were found to be statistically sig-

nificant well beyond the .001 level. In other words the

mean score for the existing plan’s fu l f i l lment  of the early

retirement characteristic differed significantly from the

FCMC , Two-tier and SECDEF mean fulfillment scores for

early retirement. Figure 51, Appendix C provides the ap-

propriate ANOVA tables .
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MEAN CHARACTERISTIC FULFILLMENT SCORE , BY PLAN

(With Standard Deviation)

- CHARACTERISTIC EXISTING PCMC TWO-TIER SEC EF•1
Early ~~~irement 92.~J.92 33 .93 0  53.71 3  Same as

(15.067) (26.413) (25.395) Two-tier

H Annuit ies 82 . 6”4  65 . 9 5 3  5 1. 53 1  Same as
• 

- 

(20.379) (27.417) (27.204~ Two- t i e r

C Vesting 22.120 63.5~ 5 57.260 55.151
( 35.542 ) (2~~.’56’ (25. S2-~4-) (23.c9~ )

• 
- 

Severance Pay 61.295 53.L~O3 50.66~T Same as
• (30 .816) (29.~’9~ ) ~3 0 . 7 3 5)  T w o — t i e r

3enefits ~O.242 L~3.J22 N/A
(26.120) (30.693)

Crardfathering N/A 5~ .5~ 1 ~~~~~~~
(2~~.9~ 9) (29.1~ 1~ (30. ~ ‘9)

Figure 15 - CHARACTERISTIC FULFILLMENT SCCRE SUIVIMARY ,
BY PLAN
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b. Rank Order Preference

As noted in Chapter II, respondents were asked

to rank order the way they felt plans provided for each

characteristic. Analysis of the frequencies of their re-

sponses seems to support the findings of the average score

method (as summarized in Figure 15). Plans with the

highest frequency of number one rankings also had the high-

est average score within each characteristic and the relative

• I order of perceived fulfilLnent/~rovjsjon appeared to be the

-
• same by both methods .

Figures 16 to 33 le tail  the  sample ’ s response

to ranking plan provisions for each of the six o ha r ao ter i s-t i c s .
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Li.. How Total Plans Fared in Preference

a. Relative Weighted Preference

(1) Mean Relative Weighted Preference. Chapter

II (F igure 1) described how relative weighted preference

was calculated from the survey responses as a measure of

perceived relative merit among retirement plans. Sample

mean relative weighted preferences are provided in Figure 34.

Considering weight and plan fulfillment scores within

characteristics , it is not surprising that , within th is

sample , the existing system well outdistanced the other

three al ternative plans in average relative weighted prefer-

ence. The SECTEF plan ranked second with the Two-tier

plan a close third . 
-

(2 )  Tes tin~ for  Si~~ ificant Difference. As

de~~ict ed  in the AN CVA table (Figure  52 of Appe n d ix  ) , the

d i f f e r e n c e  in mean r e la t ive  wei~ nt ed  p re fe rence  amcng plans

was s i g n i f i c a n t  well beyond the .001 leve l .  It  appears  the

d i f f e r en c e  is coming pr imari ly f rom the large d i f f e r e n c e

b etween tne e x i s t i n g  system and the vaiues fo r  the ct n e r

proposed systems .
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MEAN RELATIVE WEIGHTED PREFERENCE
RETIREMENT PLA N — (AND STANDAR D DEVIATI ON)

Existing Plan 75 . 3 4 6 ( 1 5 . 0 8 3)

PCMC Plan 53.060(16.768)

Two-Tier Plan 5 7. 0 5 7 ( 1 4 . 8 9 9)

SECDEF Plan 5 8 . 2 70 ( 1 6 . 3 74)

Figure 34 - MEAN RE~~TI VE WEI GHTED PREFERENCE
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b. Indicated Preference b,y Ran-k Order

-
~~ The final survey question asked respondents to

-~~ rank order their preference for each of the four displayed

plans. The frequencies of their ranking are displayed in

Figures 35 through 38.

It seems clear that the existing system was most

favored (Figure 35) and the PCMC plan (Figure 36) the least

-~ favored, which concurs with the mean relative weighted pref-

-
~~ erence values j u s t  d iscussed .  The d i s t rib ut i o r .  of the

-
~~ ~~~~~gs for the Two-tier and SECEEF plans highlights the

H closeness of these two plans in the sample ’ s perce pt ion (see

Figures 3 ’~’ and 3 d ) .  I t  mi~ nt  be pr esumed tha t the SE C -EF

plan is s l igh t ly  favored be tween  the  two by v i r t u e  )f i t s  3%

margin over Two-t ier  at  the number  two rank cumulat ive

f requency .
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5. Comments on Parity

In the foregoing analysis of characteristic im-

portance, plan fulfillment of characteristics and total

plan preference, i t  was noted that the frequencies of the

rankings tended to support  the average weights, scores or

relative weighted preference. While this tendency was

observed for the sample as a whole , individuals did not

necessarily respond with parity: i.e. with scores or

weights that corresponded with their rankings . Examp es of

such a lack of pa r i ty  could b e :  an ind iv i~ ual ran~cs ea r~~’

retirement as the most important (numoer 1) :naracteristio

but -assigns h igher  we igh t  to the  annu i t i e s  c h a r a c t e r i s t i c;

or  a r e sponden t  ranks f u lf i llm e n t  of a c h a r a c t e r i s t i c  by

p lans 1, 2 ,  3, ~ bu t  assigns f u l f i llm e n t  scores  of 25, 120 ,

50 , EC r e s pe c t iv e iy.

As noted in Eigure  39 ,  t h i s  iack of p a r i t y  v ar i e d

f rom tnree  pe rcen t  of the sample f o r  c h a r a c t e r i s t i c  impor-

tance to 15 pe rcen t  fo r  ju dg ing h cw pllns f ul f i l l e d  the

ea r l y  r e t i r e m e n t  ch a r a c t e r i s ti t .  Par i t y  o he ck i n ~ be tween

i n d i c a t e d  plan p r e f e r e n c e  and re la t ive  we igh ted  p r e f e r en c e

was not evaluated.
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PERCENT OF SANPLE
VARIABLES NOT RESPONDING WITH PARITY

Plan Preference within the
Characteristics

Early Retirement 15.1 %

Annuit ies 3.5%

Vesting 12.0%

Severance Pay 6.b~

Grandfa ther ing

Characteristic Impcrtance 3.Y~~

Figure 39 - PARITY SL’MNARY
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3. 2ATA ANALYSIS BY SUB SAr~~LE

In the previous section , the perceptions of the sample

as a whole were analyzed. Respondent replies were also

evaluated to determine if they di f fe red  among subgrou ps.

These su bgrou ps were forme d by breaking down the popu lation

by branch of service,  rank, e f fec t  of r e t iremen t on enlist-

ment , career intentions and years o±~ service (YoS).

-~~~~ ~-‘1hile this  methodology was no: necessarily appropriate

fo r  app l ica t ion  to this sample , i t  is neve r the l e s s  par t ia l ly

presented  here  s ince i t  is possible  it would enhance analysis

of a sample representa t ive  of the  e n t i r e  m i l i t a r y  ;cpula-

t ion  by identifying d i f fe r e n t  p e r c ep t i o n  amcng subgroups .

F ir s t ,  average raw c h a r a c t e r i s t ic  we igh t s  were br o k e n

down by sub group and analyzed for  the  ex i s t ence  of any sig-

n i fic a r .t d i f f e r e n ce .  At  the  .05 Ic -Id i t  was fc~ nd tn a t  mean

wei ghts  f o r  tte  i m p o r t a n c e  of ve s t i n g  d i f f e r e d  si~ n i f i ca n tly

by rank and current  career  i n te nt i o n s . The we ignt s  assigned

to severance pay also d i f f e r e d  among the s e r v i c e s .  F igure

53 in Appendix C i L ~s t ra tes  t h e  l a t t e r  breakd c- wn and AN 2VA .

Next , a s imila r  break down. was c o n d u c t e d  fo r  f u l fi l lm e n t

scores w i t h i n  charac ter i s t ics . Mean scores fo r  1 charac te r -

i s t i c  provis ions  (o r  10% of the 1C3 tes ts  c o n d u c t e d )  were

f : u n d  to d i f fe r  si g n i f i c a n t l y  at the  .05  level am cng one or

more  subgroup .  r i g-ore ~C l is t s  those  var iab les .  h i s  r e s u l t

is p robab l y no t  si g n i f i c a n t  s ince  se-;era false r e j e c t i o n s

snc o~ .c be expec ted  when a large number  -of t e s t s  are c on d u c t e d .

F igure  5~~~ 
in Appendix C de ta ils  the breakdown and ANC VA of
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one of these set of variables ( g randfa thEr ing  under the SECDEF

plan by Y0S).

Finally , mean re la t ive  weigh ted  p r e f e r e n c e s  f o r  all four

plans were evaluated by branch , rank , e t c .  s u b g r o up s . Si g-

n i f i can t  d i f f e r ence  at the .05 leve l was foun d  among mean

re la t ive  weighted preference  for  the e x i s t i n g  s y s t e m , the

PCMC proposal and the SECDEF plan when brc -ker.  down by ef fec t

of r e t i r e m e n t  on e nl i stm e n t .  There a lso was s i g n i f i c a n t

d i f f e r e n c e  among p re fe rences  f o r  the e x i s t i n g  sys tem by rank .

Civen  t n a t  d i f f e r e n c e s  mi gh t ex i s t  f o r  r e l a t i v e  wei gh ted

p reference  values  by subgroup , it remained to eva lua te  if

t hose  differences resulted in a change in relative standing

among alternative c ans . T h e r e f o r e ,  mean r e l a t i ve  wei gnted

preferences among r ans was bro~cen down by effect of retire-

ment on enlis~uent an-.c rank .

~~~~ ~~~ a~~
_
~~ de of ~~e 

d_~~ ererce te~~~~~’ N~
_
~~~ ea

preference coanged a bit , tne -overall order of ;an prefer-

ence lid not change :y effect of retirement on enlistment

sub~ rcups . In otner .~ords , each ~rcup rated the existing

system the oighest , S C E F  as second , Two-tier as third,

and POMO last, j~ st as the whole sample did. See Figure 41.

~fh e n  r e l a t ive  we igh ted  p r e f e r e n c e  was broken  down by

rank , :wc sub gr o~~ps i nd i ca t ed  a d i f f e r e n t  overa l l  p r e f e r e n ce

from that of toe sample as a wn o le .  As n o t e d  in Fi gure ~2 ,

woile all subgroups continued to indicate they favored the

existing system , 0— 2’ s creferred toe wc-tier to the EEC EF

plan for 2nd place ; and 0-5’s preferre c the PCMC to the

a.
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Two-tier for 3rd place. This result is probably no t sig-

-

- nificant , however, because of the extremely small number

of 0-2’s and 0-5’s in th ose su bgroups .
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FOUND SIGNIFICANTLY DIFFERENT
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C. CONCLUSIONS

1. Relative to Surveyed Sam p le

Those sampled clearly perceived “early retirement ,”

as defined , to be the most important characteris t ic  of a

military retirement plan . The “annuities ” characterist ic

followed closely. ‘ Bere~ its’~ and “grandfatheririg °’ were next ,

with “ vesting” and “severance pay” receiving the least

suppor t , respec tively.

Per ce ived r ela:~ ve preference for total retirement

plans clearly favored the existing system and indicated

tha t  the FCMC proposal was least liked. Between the inter-

media t e ly  preferred Two- t ie r  and SE CTEF plans , the l a t te r

enjoyed a slight edge .

2. Relative to Objective of Thesis

The m et r . o d o l c g y  employed  seems to have provided  a

-r iabl e  means of q u a n t i f y i n g  p e r c e p t i o n s  cf ~
— Most f av o red  compcr .ent s  of m i l it a r y  r e t i r e m e n t  s y s t e m s,

on a r e l a t ive  scale .

- Rela t ive  p re fe ren ce  ~~ ong a l t e r n a t i v e  re t i r emen t  plans .

NOTES FOR C:~AFTEF . III

1. Numerous f r e qu e n c y  tables and n istograms d i sp l ayed

in -zarious f igures  ca tegor ize  a code 0 or no code at all .

ThIs  r epresen t s  the  omiss ion  of a q ue s t i o n  reply on the

part  of one or more  respondents .  As noted e a r lie r ,  cases

were removed from the sample if score/ wei ght  values  were

missing . However , cases were not  de l e t ed  fo r  lack of per-

sonal data .

73
a -

- --- — _ _ - -— - - -  — - -.-~~.--- . ~~~~-



____ 

— _ - -- z -=’~~’
—_ - - 

~—‘--~- ----
~~~~~~~~ 

— —----—---- _________________

2. The sex breakdown reported by the sample was 3

- female, 253 male , and 2 either unsure or neglecting/

refusing to reply.

71~.
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I V .  RECOMMENDATIONS

Within the sample surveyed, the methodology provided a

way to quantify military members ’ perce pt ions of th e rela-

tive meri t  of alternative retirement plans . I t seems that

a similar techni que could be employed to record the per-

ce ptions of a sample of the entire military population wito.

- -4 respect to any s et  of a l t e r n a t i v e  pUns . Sucrc an endeavor

could prov i d e  in format ion  to the d e c i s i o n  makers r e l e v a n t

to e f f e c t i ve n e s s  analysis .  Minimum s t eps  invo lved  in su ch

a f u t u r e  e f f o r t  might inc lude :

1. e f in in g  component  c h ar a c t e r i s t i c s  common c c m c st ,
if n o t  all , of the ava i lab le  alt e r n a t i v e  r e t i r e m e n t
prcposal s .

2. F a c t o r i n g  each p lan a c c o r d i n g  to how i t  p rov ides  f o r ,
or f u l f i l l s, each - c h a r a c t e r i s t i c .

3. esign and d i s t r i b u te  to a r ep re sen t a t i ve  sample of
tne mi l i t a ry  p o p u l a t i o n  a survey s imilar  in s t r uc tu r e
to tha t shown in App end ix  E ,  m o d i f i e d  f o r  the  spec i f ic
a l t e rna t ives  under c o n s i d e r a t i o n .

-4. Col lec t  and analyze responses .

The resu l t s  c ou l d  g ive i n s i g h t  in t o  how the  surveyed

pcpulaticn and/o r subgroups perceive :

- r e l a t i ve  preference  among available alternative plans

- mos t favore d components o f re ti rement  plans in general ,
on a relative scale

4. -
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APPEND IX A

RETIREMENT SYSTEMS

I. OVERVIEW

This appendix synthesizes research in the area of U.S.

Military Non-disability Retirement. First, the evolution

— of the military retirement concept as perceived today will

be discussed with emphasis on relevant legislation, viewing
-4

re t i r ement  as an elemen t of the entire military compensation

system , and specifics of the current  re t i rement  p o l i c y .  Then

the budgeting , costing and accounting of military retirement

will be examined. Finally, frequently voiced opposition to

existing military retirement plans will be aired and several

current proposed alternatives will be presented.

II. EVOLUTI~ N OF i~.S. M:LI:ARY OCMPE N SATT -2 N IN

GENERAL AND RE IRE~~ NT PAY IN FARTI:u~~ R

Erief ~istory of Milita~ j Retirement

(From Berkeble and laudi 1 ,  reference 3)

~1.S. Military retirement practices date back to the

Revo lu t i ona ry  War when one-half  pay for life was promised

to off i c ers remaining on ac tive du ty unt i l  the en d o f the

war . Af ter the war , numerous retirement plans were initiated

and enacted by Congress to cover various circumstances ; how-

ever, ncne were permanent in nature , nor designed to provide

mcre than temporary or conditional benefits .

Appendix A
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From the period 1821-1861 there was no non—disability

retirement plan in effect. Since many officers and soldiers

serving on active duty could not qualify for disability re-

tirement yet were not fit to remain on active duty, the

- ;  “physical incapacity due to age” concept evolved. This

served to ri d the services of those personnel who had

30-50 year’s of service and were simply too ol d to f igh t .

Eventually, “An Act for the Better Organization of the Mil-

i tary Es tablishment ” was passed in 136 1 whi ch established

the “length of service ” re ti rem ent and pension conce pt ,

designed to remove older personnel and make room for younger ,

more vigorous servicemen.

The option to retire after 30 years of active service

began in 1870 and mandatory retirement for officers failing

to be promoted was initiated in 1999 by the Navy . The

latter “up or out” policy remains in eff ec t today for all

services, albeit with differing points of mandatory retire-

ment, as a result of the Officer Personnel Act of 19w’.

Recom putation of Retired Pay (RECOMP ) was the practice

whereby retired pay was linked to incr eases or decreases in

active duty pay . If active duty members received a per-

centage increase in pay , retired members received the same

percentage increase. RECOMP was generally in effect from

1861 until the Joint Services Pay Act of 1922 , and again

from 1926 through 1 June 1Q58 when Public Law 85-1.1.22 finally

halted toe practice. This constituted a significant setback

to retired personnel as it effectively permitted their

retired pay to be eroded by inflation.
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The Uniform Services Pay Act o± 1963 (Public Law 88-132)

offset -the 1958 Act by tying adjustments of military retired

pay to changes in the Consumer Price Index (CPI).

It is noted here that military retirement affects the

National Oceanic and Atmospheric Administration Corps , the

Public Health Service and the Coast Guard as well as the

Department of efens e .

R e t i r e m e n t  as a Subse t  of the Compensation System

Any detai led discuss ion of r e t i r e m e n t  must  recognize non-

-disabijity retirement as another element of the total com-

pensation system which also includes (at least) Regular

Mil i tary Pay (RMC , defined later) , reenlistment bonuses ,

special hazardous duty and incentive pays , Commissary and

xchange privileges , and Medical and Dental care .

While placing “ Mi l i t a r y  Compensa t ion  Change in Perspec-

tive , ” the 5-ureau of Nava l Ferscr ~~el (r e f e r e n c e  ~~~~) conc ise ly

out l ined  the  evo lu t ion  of the  M i l i t a r y  C o m pe n s a t i o n  Tys t em :

“To say tha t  we in the armed forces  ha-ie a comprehens ive

compensa t ion  system is like say ing tha t  the C c n s t it u t i - c n of

the Jnited States as it appears now would be recognizable

to the Founding Fathers who drew it up. In  Sect ion  5 of

Article I of that very document ~~itten nearly two cen turies

ago , lies tne foundation of today ’s military compensation

sys tem : . . . “To pay the debts and provide for the conn er.

defense.. .of the l~nited States.. .To raise and supPort armies...

To provide and maintain a navy.. . ‘ From these simple,

Appendix A
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broadly-stated phrases has grown a set of laws governing

compensation for  the armed forces whic h now fills se veral

volumes of the United States Code and which has , in turn ,

been inter preted and amplif ie d by countless court and Comp-

troller General’s decisions occupying literally hundreds of
-1

additional volumes. Even if the resulting body of law and

in terpreting decisions had been designed as a single , cornpre-

- 
— hensive code for a compensation system , its sheer complexity

‘-4

would preclude -unders tand ing  by any sing le in d i v i d u a l .  The

fa c t  tha t  i t  evolved in piecemeal  f a s h i o n  as various situ-

ations  arose and service condi t ions changed , has r e su lt ed

in a wide range of pays , a l lowances ,  e n t i t l e m e n t s  and re la ted

b~ c ef it s  not only c o n f u s i ng , bu t  occasional ly  c on t r a d i c t o r y

among toem selves.  The size of the fo rces , r equ i rements  for

members possessing vas tly more  t echn ica l  skills , and toe

basic characteristics of t~ e soldiers themselves nave changed ;

all of wnich have created demands for new types and ;h ilcso~~hies

of compensa t i on .

“ E x c ep t  du r i n g  t imes  of’ mass m o b i l i z a t i o n , the  army and

navy were bas ical ly  manned up t h rough  Wor l d  War II w i t h  men

woo had chosen the  se rv ice  as a l i f e t i m e  ca reer .  They were

essent ia l l y “All  Vo lun t ee r  Forces ” comprised of i nd iv idua l s

who jo ined the  ranks very young ~~.J remained un t i l  too  en-

f e e b l e d  by age to c o n t i n u e  serving . The vast  majority of

m e m b e r s , p ar t i c u l a r ly in to~ en l i s ted  ranks , were u n m a r r i e d .

T hey l ived aboard shi~ or in barracks on a m i l i t a r y  reservat i-cn ,

mos t  o f t e n  fa r  r emcved f r o m  -urba n p o p u l a t i o n  centers .
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Virtually all of their needs wer e provi ded for  in kin d -

clothing , food , medical care and ever, tobacco and rum . The

low levels of cash pay are legendary today, and until the

post Worl d War II era were considered qu i t e  appropriate  in

view of the Government’ s virtual “ cradle to grave ” care

for the physical needs o± its f i g h t i n g  men. ”

“A dding to the problems already mentioned was the fact

that eac h of the services was or i ginally administered by

a separate governmental  depar tment  - in~. tiall y toe War

epartment f o r  the Army and Navy Depar tmen t  f : r  th e  Navy .

In addi t ion  to responding  to each need f o r  change in

service ’ s compensat ion  system as an i s o l a te d  -~ v en t , toese

separate depar tmen t s  f u r t h e r  compound ed  toe p r o b l e m  by

compet ing wi th  each o ther  in t he i r  e f f o r t s  to obtain fav-: r-

able  ac t i on  by Congress  f o r  t h e i r  individual s e r v i c e;  thu s

crea t ing  i n e q u it i e s  be tween  c o m p e n s a t i o n  f o r  lIke  work  in

d i f f e r e n t  armed forces . ”

“ T h  was in th i s  s t a t e  of d i sa r r a ry  t h a t  the  l~.S .  Armed

Forces en te red  the  pos t  ~ o r lJ ~ar :1 era and ~he et a r tn e n t

of Cefer.se  was f :u n d e d .  C o n f r o n t e d  b y i n n u m e r a b l e  ~r c b l em s

p cE ed by th~ post  war era and f a c e d  wi th  the  c r i t i c a l  obs tac le

pos ed by the  service ’ s r e luc t ance  to sur render  thei -r m di-

v i d u aU t y , Defense  was unable to d ev o t e  much  a t t e n t i o n  to

m o d e r n i z a t i o n  of pay sys tems . h o w e v e r ,  an a t t e m o t  was made

tor c ugo  c r e a t i on  of toe h ook ommiss ion in 19~ 5 to examine

the s u b j e c t  and mak e recororne ’- ~ t i c-n s  f o r  o ~~~~~ ~any -of
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the recommendations presented by the Commission were incorpor-

ated in the Career Compensation Act of 1949. This  was the

first attempt in the 170 year history of the United States

to comple tely restructure th e mil i ta ry compensation sys tem !”

“Though the recommendations of -the Hook Commission did

U 
result in some changes to the structure of -the pays and

allowances , such as establishment of rates f or sea and cer ta in

places ray that are still in effect tc iay , the Commission ’ s

real si gnificance lay in the cc-ia ~ie-d compensation philoscph y

it created. Rather than overnafling the system , toe :cm-

m ission fo rmally recognized principles of compensation wO~~oh

had evolved over time and se~ down these principles as

~uideiines to be fcflowe-.d in years to come. ”

‘While tne Hook Corrocissior. reccgniz~ -i the ccntinued

need for other sDecial pays and all:w-an-:es as circumstances

of se rv ice  w a r r a n t e d ,  i t  based equ i ty  in c o m oe n s a t i o n  on four

icey e lements : Casio pay , -i ua r~ ers , an-i. s u b s . s~~enc e  e : tne r

in kind or cash, and a guaranc~ ed lifetime annuity, pro-

portionate to a c t iv e  d u t y  bas ic  pay , in r e t i r em e n t .  Severa l

ctner studies were made of the military compensation system

-:ver tne f-c-flowing two decades, and various modificati ons to

o t h e r  spec ia l  pays an-i. a l lowances r e s ul t e d .  H owever ,  the

f-cur key e emer,ts of the syst em were r e t a ined , -i i r tual iy

~ncoarcged , ex :~ ct f c r  occas ion a l ~pward a d j u s t m en t s  to

n e f l e ct  the  gr o w i n g  - a f f l u e n c e  of America in. toe 2-old War era .

Whi le  toese  co rne r s tones  of our  c o m p en s a t i o n  s y s t e m  wen t
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essentially unchanged , almost imperceptible changes were

occurring in the characteristics of the servi ce mem be r po~
ulation ; changes which would become dramatically apparent

in the early 1960’s and which virtually demanded a total

overhaul of the entire compensation system .”

“Th e circums tances of World War II, Korea and the con-

tinuing tensions of a Cold War required maintenar.ce of lax

standing forces over a sustained ceriod than ever before

our  histor-- . Many members who would not normally have

selected a service career found that tney nad inadvertent

become ca ree r i s t s .  h owever ,  -unl ike :revicus  careeris ts ,

t hey  bas ica l ly cons ide red  t h e m s e l v e s  c iv i l i ans  crc extendec

d u t y .  They were -wi l l ing  to se rve , bu t  no longer  c c r .t ent

rece ive  - c o m p e n s a t i o n ,  l o v e r  toar . toey f e l t  toey  c o u l d  recei

in oto e r  compensa t ion  f i el ds  f o r  s imila r  w o r k .  A: toe salT

t i m e ,  t r e s e  member s  ~ame tc l o o k  ~p on twenty years of mil i

service as a normal  f i r s t  c a r e e r,  and toe ~~~ of bas ic  pa~
retired ann-fl t i  as a n a n d s o m e  second ~ar ee r  s u rt l em e o t .

~~ results c-f these changes in viewpoInt among serv~

men were just becoming reco nizable wo-en t-:-e country becar

involve-c in toe S-cutoeast Asia conflict. 2orccerr .ed by st~

t ical  ~~-ideooe  t h a t  the increasins retirement rolls were

to c rea te  s t agge r ing  ret i re- i .  pay o b l i g a t i o n s  in a f e w  yea:

but  equall y a t t u n e d  to the ne ed f:- r f u l l  and :.iir comrerc s~
tior. f o r  se rv icemen invo lv ed  in. toe now unpopular ‘Vietna:

C o n f l i c t , ” Congress  t o ok  two i m p or t a n t  st e p s  in the m i d — s
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“ T h e  firs: -Congressional action occurred in 19~ 7 w i tn

the passage of Public Law 90—20” . In th is landmark piece

of legisla tion , the military equivalent of the civilian

salary was defined as the sum of basic pay , the cash values

of the allowances for quarters and subsistence and the tax

advantage created by -the non-taxable status of the two allow-

ances. This military equivalent of the  salary was given the

name Regular Milita ry Comrer:sation (FMC), a term and Jefin-

ition still generally recogniced and accepted today. A

second  key f e a t u r e  of PL 90-207 was toe provision for auto-

matic increases  in toe basic  pay p o r t i c o  of R MC woenev er  a

raise was granted -eneral Schedule Fe.~ .~ral employees ; the

amount of the military raise being equal to the  avera~ e CS

raise, but applied on ly  to the basic ray rather than equafly

c i s tr i b u t ed  among the RM C e l e m e n ts . ”

‘ The s econd  :- :ngressiorcai  a-c ti-c r. was begun r r i c r  to

passage of P 190-207 , however ,  i t s  r e su l t s  were n c :  r e p o r t e d

until later. T his was tre First Qua :rennial ~eview of Mili-

tary :m:ensatic- n (~~F M C ’ undertaken in 10 o6 a t  2 on - ~ress ’

direction. The findings of this :-cmprehensi-i e review headed

by R A M  Lester Hubbeli, VEN and often referred to as toe

“ H u b b e l l  S t u d - : , ” were  r e l ea sed  in l a t e  1966. Th i s  s t ud y ,

-t o ndu ct ed  in the -draft  env i ronment  :f toe Vietnam era ,

r e s u lt ed  In recommendations for differing ccmpensatflr.
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policies for “non-career !sts” 1 and “ careerists” . For the

“non-careerists” the First QF.MC recommended retention of

the existing pay and allowances system , but for the “career-

H ists” an extensive series of changes in met hod of com pensa tion

was proposed. Although these recommendations for change in

- 
- career mi li tary pay philo sophy were never act ed upon a t that

time due to the desire to move toward an All Volunteer Force,

they still set the course  fo r  u l t ima te  -ooange in years to

come , and directly or indirectly , have served as toe basis

fo r  all changes in compen sat i - : r. i n s t i t u te - i .  s ince  196 9.”

“ T h e  f i ve -vo lume  r e p o r t  of toe F i r s t  QRNC made four

basic f i nd ings  r e l a t i ve  to the adequacy u-f toe present -com-

pensation system : 1) it is t:o -complex and confusing ;

2) it does net reward equitably for qual work ; 3) it cannot

be compared  and adjusted equitably in re la t ion  to t rends  in.

c iv i l i a n  earnings ; and 
~~~~) i t s  r e t i r e m e n t  : :rovisioos  p rov ide

ne i t he r  management  e f f e c t i v e n e s s  fo r the  Government  nor

e q u i t y  to toe m e m b e r .  A lt h ou g o  toe F i r s t  QR MC made a to ta l

of 31 s t e c if i c  r ec ommenda t ions  f o r  -changes in a c t i v e  d u t y

- c o mp e n s a t i o n  and 0-5 o t h e r s  a f f e c t i n g  r e t i r emen t  and su rv ivors ’

b e n e f i t s , all 76 can be said to f l o w  f rom the  above f o u r

general ized f io- d ings . ”

“In essence, f-c r the  ac t ive  -d u ty oareenists , the study

observed t h a t  the  array of ’ twenty-six separate pa:.-s ,

1Non- :areenists were - d e f i n e d  as -all S-i ’ s t or o u gh  E-3 ’ s and
t h c s e ~~~~ and -5’ s having  less than 2 years ’ service or
less than a total  -c o mm i tment for  six :iears .
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allowances , benefi ts and associa ted costs existing at that

time made it virtually impossi ble for  an indivi dual to compu te

the value of his compensation. For this reason it was con-

cluded tha t the Government was no t realizing the full  attrac-

tion and retention benef i t  from its dollars spent in mi li tary

compensat ion.  Fur the r ,  i t  was observed, the variances in

pay caused by differing treatment of married and single members

cause d in equities in compensati on f or members performing

identical tasks . An even greater problem was posed by the

lack of a universal ly recognized  pay standard whi ch  could

be used by b o t h  toe Governm ent  and the  serviceman in deterrr.in-

ing comparability of pay with toe c iv i l i an  se c to r .  F ina l ly ,

i t  was de t e rmined  tha t the  -cur ren t  r e t i r e m e n t  sys tem tended

to o d d  down ac tove  du t y  pay soac-e s c o r  all , even to cug o

onl y ca r een i st s  ever  : ene f ot t e - d  f r c m  c t~ r r o v o d e o  too grea t

an i n c e nt i v e  to t e r m i n a t e  a ca reer  a f t e r  ooi y 20 years ; did

n o t  a d e q u a t e l y reward a m e m b e r  f o r  comp l e t i ng  a f u l l  caree r ;

and undu ly  compensated the r e t i r ee  th rough  r aytnent  of twc

u n r e l a t e d  annu i t i e s  f o r  the  same p e r i o d  of s e r v i c e  once

Social  S e c u r it y  e l - eg i b l e . ”

“To p rov ide  c o r r e c t i v e  a c t i o n  in. response  to each of these

ills , toe F i r s t  -~RMC made two general  re ccmmen da t i cns  re—

garding ac t ive  d u t y  pay f o r  careeris ts  and a series of

i n t e r r e l a t ed  r e c o m m e n d a t i o n s  f o r  r e t i r e me nt  sys tem change.

In the area of -ac t iv e  du ty  pay i t  was recomm ended 1) tha t

all  ca ree r i s ts  be paid a s in g le ,  full y taxable salary
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equivalent to the value of RMC plus an imputed retirement

contribution, irrespective of dependency status ; and 2) that

a standard for pay comparability with the civilian sector

be attained through linkage to the General Schedule and Wage

Board Federal pay scales .”

“The recommendations in the area of retired pay were

strikingly similar to the provisions of the Retirement  Mo dern-

i za t i on  Act  subsequently developed and sent to Congress as

an OSE legislative proposal. The basic eatures -cafled for

vestir.g of the retirement contributions of members , to

be returned if the member should leave service crior to re—

tirernent; an increasing retirement annuity multiplier for

se rv i ce  be -ro n-i. 20 years ; calculation of retired annuity on

the basis of toe “high one :‘ear ” average  sa lary  r a t h e r  than

cr. the  t e rmina l  a c ti ve  d u t y  salary ; and f i n a l l y ,  an - o f f s e t

in the  So c i a l  S e c u ri t y  a n n u it y  base-i. upon  the t r op o r t i o n

of that annuity att ributable to military service.

“In addition to recommendations in t~ e areas of’ active

and r e t i r e d  pay , the  F i rot  ~FM C also ono p e - se d  a -iar ie ty  of

other acti- :ns desi gned to ensure toat “pay distinctions other

toan toose in the salary table are justified witnin toe

military career force only 1) to meet hard retention or

manning requirements , 2) to secure the requisite number cf

volunteers f-c r special duties , or 3) compensate f-c r on—

us ually -arduous or dangerous conditions cf service. ,,2

2Finding 19 , Report of tOe First quadrennial Review of Mili-
tary Compensa tion , Volume I, 1 Nov. oP .
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“To bring special pays , allowances and benefits retained

in ad dition to the “military salary” into line wi th  the

above three guidelines , the study recommended :

1) Operation of commissaries and exchanges at no cost
to the government.

2) Elimination of the normal reenlistment bonus .

3) Discontinuance of Government payment for F!-[A mortgage
insurance prem ium s for military members .

4) Modifications to the VRB program .

5) Examination of the adequacy and continued need for
the vari ous special hazar dous du ty  and incen t ive  pays . ”

“As anyone familiar wi th recent or proposed changes in

the f ie ld of mil i tary - compensation will readily recognize,

the recommendations of the First QRJ~C , th e -ugh r.ever acted

upon collectively, have provided the basis for virtually

all compensation policy changes since 1970 . Closer examin-

ation reveals that a move toward the recommended salary

system has even occurred with the passage of Public Law

93-4 19 in September  1974. Th i s  law m o d i f i e s  toe a u t o m a t i c

raise provis ion  of PL 9O_ 20 0 to p rov ide  fo r  an ac ros s - t he -

board ra ise  in basic pay and allowances f o r  -luarters and

s u b s i s t e n c e,  r a the r  than in basic pay only , t h e r e b y fu r t o e r

es tab l i sh ing  the m i l i t a ry  equivalent  of the salary.  This ,

of course,  has been mod i f i ed  by the r ea l loca t ion s  of basic

pay raises to BAQ over toe past two years . ”

“ I t  is qui te  -understandable how any one of the recen t

changes in the m i l i t a r y  compensat ion system , when viewed

singl y ,  can be considered as an “ erosion of benefits ’ or
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a “ breach of faith.” When viewed collectively, however, it

becomes apparent that they are piecemeal attempts to achieve

a specific objective : creation of a comprehensive compensa—

- . ti on system for the mil i tary  which ensures jus t  and equitable

compensation for  the mem ber in the most e f f i c i en t  and ef-

- 
- fective manner for the Government. Efficiency and effective-

ness in this context mean not only cost consciousness, but

also compe titiveness with other employers vy ing for the

skills of the member. Naturally , cost savings must be made

wherever possible in order to free budgeted funds for use

in potentially more critical areas ; however, such savings

are a byproduct of a modernized pay system ratoer than an

o b j e c t i v e  in toemselves . ”

“The  Third Quadrennial Review of Military ompensatior .

(QRMC) in 1975 again attempted to review the er.tire spectrum

of military compensation with a view toward devising a corn-

prenensive system -attuned to the needs of both toe service

member and the Government in the environment of an All

Volunteer Force. ”

“The recommendations of the Third QRMC , aitoc~ugn not

acted upon directl y, were referred to the recently-completed

Presi dent ’s Commission on Military -Compensation (P0MG) for

f-urther review. The PCMC was charged by the President to

review not only the recommendations of the Third ~RMC , but

also the findings and opinions of’ the Defense Manpower Com-

mission and various other bc— dies and ager.cies such as the

Congressional R’udget Office and General Accounting Office.
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In addition to reviewing these prior studies, the PCMC also

held extensive hearings to solicit the views of individual

service members , both military and civilian service leadership.”

“The report of the PMCM , issued in April 1978 contains

far-reaching recommendations for redesign of the military

compensation system . Many of these recommendations were

drawn from prior studies, but some are original PCMC concepts. ”

(Those PCMC recommendations dealing with retiremen t are

addressed in section IV.

Current Retirement Policy

Th e basic “ f eatures ” of the existing military retirement

scheme are outlined in Figure 4-3 to facilitate later com-

parison with alternative plans . Briefly, witn some variations

by service, m i l i t a r y  people can retire after 20 years of

service (as a privilege ratoer than a legal right, although

members do have the “ right” to retire after 30 years). The

amount of retirement cay received depends -upon rank and time

in service (and in the 1-cog run : time of retirement and how

long one l ives following retirement . See section III for

details of costing).

For every year of ser’rice, one accumulates 2~- peroerta~ e

points towards one ’ s “mul tip lier ” - the percentage of basic

pay received wnen :ne retires. This simple calculation, is

complicated by toe retired pay “in version, ” the situation

ar i s ing  from infla tion tri ggering larger in creases in re-

tired pay than mi ght be granted f-o r active duty pay and
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culminating in some people making more retired pay than

others (with the same grade and service) who retired later.

Before 1958 , “RECOMP” tied retired pay to current active

duty pay and inversion was averted. Nevertheless, Congress

has provided two “save pay” provisions to counter the inver-

sion. The first permits the use of the basic pay scales in

effect on the day you retire or the previous year ’ r scales

- : as adjusted by the -CPI . (i.e., if the last active duty pay

raise was 5~o and re tirees ha d jus t receive d an S~ CPI

adjustment , it would be more advan tageous to use the pre-

vious year ’s pay scales). The second - the Tower amendment

or “look back” - pro vide s that  no mem ber who r et ir ed since

1 January 19T1 -can receive less retired pay than he, she

would have received had ne/she retired earlier in his/her

career (i.e., one can look back tc- any point in one ’s career

woen eligible to retire and calculate retirement pay as if

one :oai. retired toen).

Ret i rement  pay is increased, by law or . 1 March and I

Sectember based on CFI changes from th previous June -

December and December - June pe r iods  r e s p e c t i v e l y .

Voless a r e t i r e e  -declines coverage , a deduc t ion  f o r  the

Survivors Benefi t Plan (SBF — to provide an income of up to

5~~~~~~ 
of ones retire-i. pay for spouse and dependent children if

one -dies after retirement) ‘will be made from retirement pay

automatically.
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III. BUDGETING , AC COUNTING AND COSTING FOR

MILITAR Y RETIREMENT

Military Retired pay is authorized annually by Congress

in the DOD Appropriations bill. For example, the 1978 ap-

propriation was $9,010 ,000,000 for “Retired Pay, Defense,”

-under Title II of the act.

Volike most other DOD appropriations , Retired Pay Defense

-~~ is not programmed in the Five Year Defense Plan (FYDP). Due

to retired pay ’ s (short run) non—discretionary nature , it

would serve rio purpose  to s t ruc tu re  i t  under  a management

tool such as the FY~IP. Therefore, retired pay has no pro-

gram relationship in the programming/budgeting process.

The amount annually cudgeted for retirement pay is based

now solely on projected -outlay to retirees . It is a straigh t-

forward calculation witn numbers of retirees as toe prime

variable. The - i rec t c r  of Military Personnel for toe eputy

Comptroller for Programming/Budgeting in the Office of the

Assistant Secretary of efense (Comotroller) is resrcr,sible

b r  oni zal submossion or the re~ ored budge S ::gures ror aLl

services ; nis calculations are based simpl y on:

Pro jec tions of the re tire d roles
Past cos t experience
An t ici pa ted changes in the CPI

COD has , however, proposed to change retirement budgeting1

11f enacted , th is proposal would not alter retirement entitle-
ments . Nor does the referenced ‘trust fund’ have any re-
l at ion  to toe tr ’ust f u n d  noted  in part IV as part o f the PCMC
recommendations .
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to an “accrual” system. Rather than the current pay-as-you-

go sys tem , the plan would provide for a trust fund to elim-

m ate the growing unfunded liability (given a future rate

o f infla tion and interest , the fund would pay future annuities).

Whil e DOD woul d still maintain responsi bility for  administra-

tion , payment and support of retirees , the retired pay account

would be d isplayed under ano ther bu dget func tion -- the

income  s e c u r i t y  function. 2 Thus Congress ‘would be asked to

-
~~~~ make two annual retirement approuriati-ons -- one to cover

retirement outlays during toa’t year (i.e. , $10.13 in FY 19T9)

an-i another for future retirement costs of people on active

duty (about $7.53 annually to be charged to the defense

ciu~~g~~t ) .  Whi le  ~ 19B might frighten some lawmakers , others

argue that retirement costs are more accurately reflected

under the accrual concept and toerefore anticipated more

pre se y.

Cost -calculation for the accrual s y s t e m  is accomplished

-auvolong toe present vaoue of ac :ve zuty pay cy ~oe

cresent val~ e of retirement ber.ef’its to c-cta~n toe percentage

used to calculate the liability.

Whii~ this accountin~~ budgeting proposal is not actually

connected to any of the current proposals for changing toe

form of’ military retirement, it is anticipated that it will

become entangled in the wocle retirement issue and not be

acted on separately.

2A~ ain , do not confuse this ‘with a 1°?5 bill that proposed
moving the Defense Retire -i. Pay appropriation out of the defer.se
f-unction (presumacl y to the income security function).
Appendix A 
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Thus we see retirement budgeting as a centralized DOD

function aiud retirement accounting as currently failing to

recognize a significant accrued liability.

Costing

Projecting the future annual cost.~ of mili tary retirement

is relatively easy (or at least conceptually simple) given

force level profiles. Actuarial “rain dances ” are effected

by the Assistant Secretary of Defense (Military, Reserve

Affairs and Logistics) assuming the number of retirees,

when they snouli die, CFI changes , etc. , and generally

undisputed figures are arrived at. For example, as of

ecember 19T~ the total life time retired pay was estimated

by O tc be:

Amo unt for Pal- Grade wito Years Serv :ce Retired At

~4c—~,115 05 25 Summer
133,900 3? 20 Summer

(,Reference 10)

:isagreement in cost estimates arises when one attempts

to calculate the present value of future payments . Se l ec t ion

of a discount rate toen becomes an issue not likely to be

settled easily.

Further -complications arise when one considers that

coanging retirement policy nay very likely sensitize re-

cruitment an-i. re tent ion  su ccess —— -cornerstone objectives

of toe compensation system itself and variacles previously

assumed to be -constant.
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Costing orientation would also change if the accrual

budgeting concept discussed earlier were to be adopted. For

example , accor ding to DOD , under the current pay-as-you-go

sys tem , ma jor changes to the ret i rement  system woul d no t

show any savings for many years and would cost more initially .

RMA (see section IV) would increase retirement cost by

$50 - $15OM annually for a few years before beg inning to

show savings . :~owever, the proposed (accrual) budgetary

change would result in an immediate decrease of over $500M.

(Reference 9).

In summary , costing military retirement can be viewe d as

a relatively sim ple mechani cal process under static conditions

or a very o omp i - cx ,  dynamic and multivariate relationship

involving a great deal of uncertainty.

IV. CR I I S AND AL~~RNATi’J2S

Cystem Criticism

Criticism of current militar y retir-~mer,t pay comes from

-all levels . The 1 5 t  

~RMC (see section 1 )  made Sixteen

findings concerning non-disability retirement, not the least

of which was its expensiveness and inefficiency. Most im-

portant , retired i.isbursments were seen increasing at a

more rapid rate than 0-NP. Finally , efficiency was reported

i-o w as measured by toe equation i ‘(system fails to meet

objective effectively) (:~igh Cost)”

13riefly, ~RMC ’s retirement objectives dealt wi th “management
effectivenss ” and “just treatment of members .”
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Accordingly, if an alternative system could shown signifI-

cantly lower costs and at the same time promise more effective—

-

I 

nes s, it would be more efficient than the present system .

The Congressional Budget Of f i ce  pro jec ts r e t irement cos ts

under the c-urrent syst~’m to be $12.5B by 1981 , a 33% increase

- 
- over the 1978 appropriation (reference 5 ) .  The PCMC esti-

mates pensions will cost $303 annually within the next 20

years and terms the military retirement system ‘inefficient, ”

“ inequitable ’ and obviously too expensive . (Referenoc 12).

President Carter is concerned about rising costs and

especially dual -compensation. “ . . .i~ s too expensive...

‘double diosina ’ . I tnink it ougo t to be eliminate-i .”

(Reference 13)

C cas stated the cresent system Ices n~ t meet 
it s needs.

“The current retirement system requires a restructuring

to correct personnel nanagemer.t, e-nuit ’ ano cost d-oficiencies, ”

~~efer’-’oe ~ Ie~ reta: ci’ ~~~e”se a o ~~ Brow’ fa roro

endong toe present 20 year system. “I toonk we ougno to

go to a more flexiole system , (rather than) a system where

you don ’t get anyt-ling -until you ’ ve been in CC years ’ ~~ef—

er ence 3)

Change to the existing retirement s y s t e m seems inevitable.

The unanswered c ,estions are wren ~n i :tow.

This subsection outlines some ~f tte retirement ccc ions

or alternati-re schemes recently procosed and, or con sidered .
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To facilitate comparison among alternatives and with the

existing system , the details of all alternatives are displayed

in Figures 43 through 49.

RMA was a DOD proposal submitted as legislation earlier

this decade. It has not been resubmitted as of late and is
H considered “scrapped.”

The Defense Manpower Commission (DMC) recommended general

concepts but no specific action or legislation.

The PCMC recommendations on retirement are the latest

“blue ribbon” input generated external to DOD , with the

“Two-tier” plan and “Early Withdrawal” alternative following in

reactionary fashion as intermediate attempts within DOD to

counter the PCMC plan. The “SECDEF” plan is the proposal

submitted by Secretary of Defense Brown to President Carter

in late 1978, (References 9, 11).

Appendix A

96



Figure ~.3

Comparison of Alternative Retirement Plans

Note i All systems are non-contributory and provide for re-
tirement pay raises based on changes in the CPI
(if plan addresses that subject)

Existing System

•1 Features/Issues Provisions

Source, Comments The magic number is 20 years of
service.

Retirement eligibility , Immediate Annuities available
Annuities after 20 years service. Re-

tired pay equals 50% of final
base pay at 20 years, this
multiplier increases by 2.5%
per year of service to maximum
of 75% for 30 years.

Severance Pay Enlisteds and officers leaving
voluntarily get nothing but
final paycheck if they leave
service before 20 years. In-
voluntarily separated officers
with at least 5 years service
may qualify for up to $15,000
severance pay. Officers leaving
after 20 years get no severance
pay.

Vesting ( way a member can No vesting , however, once 20
buildup a stake in his re- years service attained , all
tirement benefits which he benefits to which entitled at
can collect on separation 30 years are claimed (except
with less than 20 years for lower amount of retired pay).
service)

Social Security No offset. When retiree reaches
the age to draw S.S. benefits ,
they do not affect his retired
pay.
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Dual Compensation No restriction on amount of
retired pay and civil service
benefits one can receive except
for regular officers, who must
give up some of their retired
pay (they receive $3662 of their
retired pay plus ~ of the re-mainder).

“Benefits” (medical care, immediate eligibility to persons
exchange and commis- retiring with 20 or more years
sary privileges) service.

“Grandfathering” NA
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Figure 44

Comparison of Alternative Retirement Plans

Retirement Modernization Act (RMA)

Features/Issues Provisions

Source, Comments Developed by DOD in early 1970’s
submitted to 94th Congress ; no
action taken, not resubmitted
since.

Retirement eligibility , Receivable after 20 years service.
Annuities Multiplier is 2.5% per year for

20-24 years and 3$ for 25-30
years service to a maximum of

• 78$ of HIGH 1 (last or highest
years average base pay). Re-
tiring before 30 years service
reduces multiplier by 15% until
one reaches time at which one
would have reached 30 years service.

Severance Pay Involuntary separation: ixnniedi-
ate cash payment plus an annuity
at age 60 with an option of
collecting a double cash payment
in lieu of the deferred annuity.
Cash payment would be 5% of
pay times number of years served.
Possible to collect more than
$15,000.

Vesting VESTING - would provide those who
left the service with between
10-19 years with an annuity at
age 60 based on number of years
served.

Social Secruity OFFSET: at age 65, reduction
in retired pay to equal 50% of
S.S. benefit attributable to
military service.

Dual Compensation NA

“ Benefits ” Presumed sam e as current policy.
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“Grandfathering” 20 year transition period ;
- if on active duty when RMA
passed , temporary reduction
will be less than 15% (if
you have 20 years, you
wouldn ’t be affected).

— S.S. offset lowered (years
• service @ enactment ~ ‘ years

‘N. service @ retirement x 50$).
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Figure 45

Comparison of Alternative Retirement Plans

Defense Manpower Commission (DMC1

Features/Issues Provisions

Source , Comments The Congress ionally formed DMC
recommended general concepts
only after RMA had been sent to
Congress. Its conclusion was
basically that RMA was not the
answer to the retirement problem .

Retirement eligibility , Retirement eligibility was based
Annuities on acquiring 30 points (1 pt/yr

in non-combat job; 1.5 points,’year
in combat job). Retired pay based
on average yearly pay for high 3
years (HIGH 3) .  30 points would

• result in 80% of high 3 upon re-
tirement at 30 years service.
Retirement before 30 years service
(but with 30 points) would result

• in a permanent retired pay re-
duction (determined actuarily).

Severance Pay Those involuntarily separated
after 10 years service would be
paid a lump sum readjustment pay
plus an annuity deferred until

• age 65.

Vesting VESTING after 10 years service:
voluntary separation would yield
deferred annuity payable at
age 65.

Social Security No OFFSET

Dual Compensation NA

“Benefits ” NA

“Grandfathering ” NA
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Figure 46

Comparison of Alternative Retirement Plans

• President’ s Commission on Military Compensation (PCMC )

Features/Issues Provisions

Source , Comments April 1978 - Most significant recommenda-
tions dealt with retirement.
OBJECTIVES : ( 1) Give people something

when they separate early,
particularly when they
separate vo luntarily.

(2 )  Reduce temptation to
retire after 20 years.

( 3)  Encourage service until
30 years , or close to

• 30 years .
“ TRUST FUND ” Plan : replaces immediate

• annuities at 20 years wi th an old age
annuity and a government paid trust ac-

• count.  Navy initially supports this con-
cept because it encourages people to stay
in beyond initial obligation when their

• costly skills are in high demand.

Retirement Old age annuities:
eligibility, Yrs Service Receive Retired Annuities

‘ 10—19 yrs . 62
• 20—2 9 yrs. 60

• 30 or more yrs. 55
Amount of annuity is based on highest 3
years of base pay :

Yrs . Service %V of  HIGH 3 Average
20 yrs . 48.75$

• 25 yrs. 62.5
• 30 yrs. 76.25

35 yrs . 90.0

r -
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Severence Pay Involuntary separation pays :
• 5—10 yrs. service: * of 1 mo. base

pay/yr . service
10—30 yrs. service: fr of 1 mo. base

pay/yr . service
( max . in all cases is 1 yr. base pay ;
those eligible for immediate annuity
get nothing.)

Vesting “Deferred Compensation” trust fund set
up after 5 yrs. service. This vested
amount would be payable at 10 or more

• yrs . service: could be with-drawn in
part while in service or let ride and
increase. On separation , could collect
all the money or draw monthly or annual
payments . If die before collection, it
goes to estate .

Trust Fund Accumulation
Yrs. Service % of Base Pay

- 
V 6-li 20$

- 
_ 11-20 25%

21-25 15%
25—30 5%

Social Security OFFSET : Retirement pay reduced as a
retiree qualified for S . S .  payments .

Dual Compensation People working for the federal civil
service could not collect old age annuity .
Former service time counts towards civi l
service retirement and vice ‘zersa . Those
qualified for military and civi l service
retirement may choose most profi table
annuity .

“2enefits” If leave service with :
less than 15 yrs : never eligibl e
15—24 yrs : eligible at 60 or 62
25 yrs . or more : eligible immediately

“Grandfathering” Any member wi th 4 or more years of ser-
vice when the new rules took effect would
remain under the old retirement system .
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Figure 47

Comparison of Alternative Retirement Plans

Two-Tier (or 2 Step) Plan

Features/Issues Provisions

Source, Comments Similar to RMA , Army and Air Force sup-
port this alternative because they feel

V I 20 yrs. retirement is needed to preclude
loosing too many members between 10-20

4 yrs. Not as flexible as Trust Funds but
more easily understood .

Retirement 20 yr. retirement but payments between
• eligibility, 20 yr. service and old age are smaller

Annuities than current system . 2 Levels of Re-
tirement Payment ( based on HIGH 2 ) :

1st Tier Annuities : Immediately eli gi-
ble af ter  20 yrs . service (enlisted
annuities range from $285-$385/mo . with
current scales) (compareJ with $480/mo .
under the existing system) .
2nd Tier Annuities : Full annuities to
be received at old age ( 6 0 ) .  Multi-
plier would be same as “Trust Fund”
but capped at 30 yrs .

Severance Pay Both Two Tier and Early Withdrawal would
be generally comparable to the PCMC (Trust
Fund ) ,  wi th Two Tier tending to be higher
in value of severance pay than eithef
Earl y Wi thdrawal or the Trust Fund ; al-
though severance is not “directly ad-

• dressed” by their current alternatives.

Vesting VESTING for those who leave service be-
tween their 10-20th year in old age

V annuity.

• Social Security OFFSET : Same as for PCMC .

Dual Compensation Not dealt with but assumed solved by
new $47K ceiling on civil service pay .
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“Benefits ” Those with 20 years service are eligible .
Less than 20 years service: not eligible .

“ Grandfathering” Grandfathering for all on active duty .

L
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Figure 48

Comparison of Alternative Retirement Plans

Early Withdrawal Plan
-

V 
Features/Issues Provisions

Source, Comments Compromise (between Trust Fund and Two
• T i e r )  developed by services. Two Step

Systei~i also with members between 10-20
years service being allowed to make
early withdrawals from their first tier

V 
• annuities . An attempt to keep 20 year

annuity and still give member some vest-
ed right in that annuity before 20 years.

Retirement Same as Two Tier ;  however,  members ~etween
eligibili ty ,  10-20 years service can make early Ni th-
Annuities drawals from amounts credited to their

V f irst tier annuit ies.  (Any paym er .t s
made would be deducted from f,V.

~~
V
~~ r e

annui t ies) .

Severance Pay Both Two Tier and Early Withdrawal would
be generally comparable to the PCMC ( Tr ’~st
Fund), with Two Tier tending to be higher
in value of severance pay that e i ther
Early Withdrawal or the Trust Fund ;
although severance is not “directly
addressed” by their  current  a l ternat ives .

Vesting Same as Two Tier except rather than a
trust  fund , amcunts are credited to
first tern annuities . Members leaving
between 10-20 yrs . will receive a portion
of their f i r s t term annuities (early
withdrawal) in addition to old age
Vesting .

Social Security OFFSET: Same as for PCMC .

Dual Compensation Not dealt with but assumed solved by new
V 

$47K ceiling on civil service pay .

“ Benefits ” Those with 20 years servic~e are eligible.V Less than 20 years service , not eligible.

• “Grandfathering ” Grandfathering for  all on active duty .
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Figure LI.~9

Comparison of Alternative Retirement Plans

SECDEF Plan

Features/Issues Provisions

Source, Comments Secretary Brown ’ s compromise among numer-
ous proposals developed by PCMC , the
services and the JCS . PrirnaL’y features:

• (1) would give mem bers more than they
receive now for leaving short of 20 yrs.
(2) reduce lifetime retirement earnings
by about $50K (enlisted) and $801C (of-
ficer) for those leaving with just 20
years service and , (3) makes it more
profitable to stay for 30 yea:”~ than• retire earlier. (Reference 9)

Petiremen t Also a 2 step plan wi th eligibili ty for
eligibility , 1st tier Vat 20 yrs~ 2nd t ier  at age
Annuities 60. First tier annuities would range

V from 37.5% of base pay (20 yrs.) to
62.5% (30 yrs.). Second tier payments
woul d range from L~~~.5% (20 yrs.) to
76.25% (30 yrs.). The specific multi-
plier propcse d, based on the high two
years of base pay is:
First tier - Paid frcrn Retirement until
age 60

‘years 1. to 10: 1 . ‘~5% times YOS
Years 11 to2C : 2.00% times YCS
Years 21 to 30: 2.5% ti~~s YOS

Second Tier : Paid beginning at age 60.
Years 1 to 5: 2.00 % times YOS
Years 6 to 10: 2.2 5% times YOS
Years 11 to 30: 2.T

~5% times ~‘CS

everance Pay To be paid to enlisted as well as offi~~rsinvoluntarily separated with 5-19 Y OS .
No formula proposed yet.

Appendix A

10?

_ _ _  - V ~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ _-V-VV~~-V~~V~~ ~~~~~~~~~~~~~V V 
~~~~V V V - V  _V 

•~ -V - - V V - V~~ V~~~ ~~~~~~~~~~~~~ _.
~ ~~~~ A. - V ~~~~~~~~~~~ 

- —



_ _ _ _ _ _  
V — -VV~ V-V~_V~-V_V - ~~~~~~~~~~~~~~~~~ V•-V V V -- V~VV•~~~~

Vesting Yes. With 10 YOS , member can withdraw
funds credited to future retirement ,
while on active duty but receive less
retired pay later. Can leave service
short of 20 YOS with annuities at age
60. The specific options include :
Qualify at 10 YOS for either old-age
annuity or early-withdrawal cash .
Annuity would begin at age 60 based
on YOS under second tier formula or:
Early withdrawal cash available after
10 YOS based on one month ’s basic pay
for YOS 1 to 10 and two months ’ basic
pay for YOS 11 to 15.

Social Security OFFSET : Annuity partially reduced when
retiree becomes eligible for Social
Security . No formula proposed yet.

Dual Compensation Presumable same as Two-tier.

“Benefits ” Not addressed

“Grandfathering” Can stay wi th existing system or switch
to new plan with Li. YOS additional

• obligation.
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APPENDIX B

• The Survey

NIL ITA~1 RETIRE~1EN~ PLANS

H Jpin ion S-i:vey

Na val ?ostgr~ -d uate Scrioci , ~a:ch 1 7

~~~~~~~~~~ 3inp lCted , ?L~~se ~eturr~ to ~Nc 
1 ’ Vi 3

I
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1

I. INTROD U TIJN

‘ V ~~~ . OBJECrIVE

This surve y will cor.tr~ oute to :nes:s :es~i:r~ invc1vin~
t~i - ~ p erce i v ed e~ f~ ct iv e n e s s  of v a r i ou s  ~~il~~tV1ry  R~ tire~~ :it

• 
V ?ian.;.

~~~ . ~ ii~~ IS E??ECrIVEN~ s3?

for t.~~ oiir~ oses o~ ~ iis ~~~vev , “~ ff~ ct~ veness ” is

5~~~~fl~~~~VL~~~ ~~~~~~~~~~ ~f O U  t . A :i4 .c 15 O~~~~~t t3 r  
~~~~~~~~

flu a n 3 w V ~~: t h e  ~u~~~t i 3 . s  on tn ~ zollow~ n~ pi~~ s, please

~~~s~~ier not onl~i ~~at woul.I b~ to  7V)UE D W f l  a V V I V 3 . VrV a Q ? , ~~~t

aLso wna : would be best for yoir service o~ t~~ 3 . 3 .

•‘1~~lit a :~ in ~j e n e : 1i .

• “ f iv.en~ ss” a~ i t  :e la :-~s to  1~~li t a :y  ~~~~i:~~~er t  I~~~~~~~~

d~~L1~~ei ~ n two areas: V

I. aa~1aa~~ ent ~~c t i ’ i e n~ ss

• . attra:t:n~ an~ retaining z~ e V~~~fld3  a~.d n u ~~oe:s

of ~ ial~~~ied ~ ew~~~rs :~~~~u ir ed  ~~~~

- 
. 3iovi.~ ing ~ sociall y V~ cc~~p t a~~1e i~~~t h o ~~ of

V 

r~~ oiiag so~~e ~e~bers who mu st be separated to insur e t . ~e

~~ a in z e n a i~~oe f a j o u n g  and vigorous  force .

2
V 
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2. fli t ~~~~~~~~~~~ ~~ ~~~~ ~~~be;

a p r o v i d i n g ,  a f t e r  m a ny  ye ars  o~ f a i t h fu l  service ,
some degree  of f in ar c i a l  secur ity  t h a t  is u n d e r s t o o d  and
assu red.

C. ~~~ H 0 D U L 0 G Y

“4r first , you will be asked some ~aestions about yourse lf
F. so your  r ep l i e s  can be anaiy ze~ by category of :esp~~ d~ nt.

Secon~ we will define six general cha:acter~ st!cs of all

military retirement plans and descrioc ~iow different plans

p r o v i d e  to : t~ es~ :nara::eris tics. You will then be a s d
to j ud g e  how each plan fulfills t sV~~~se defined

sz~a :V 1 ore

Thir d , you will oc as~ed now im portant you m ink these
cnaracteristjos a;~ ir. relation to eaon orrier and as part of

an en:~~re  re t i r e m en t  piaa .

• ~ in a l l y , f o u r  a l t e r na t i v e  m i l i t a r y  r ~rement plans w i l l
oe V l i sp i ay ~~d in t ot a l  and y ou  w i l l  oc a s K ed  to r a~~ the m oy
ho~ you t h i n k  ~~~~~~~~~~~ :a eet V ()~~~~~~ n ee d s  an - I  zne n e c is  cf zne
se:v~ ce.

I r ea l i ze t h a t  t h o u t h t f u l  c om p l e t i o n  of th i s  su : vey  w il l  
V

• re~~ ire s i V n i f i : a nt  a m o u n t  of  your  ti’e. r h e  t op ic  of
alternative military retirement plans 15 s o m e w h ~~t coa’pie~ ;

V ani anless you are fam:lia: with t a c  r e c e n t  p c ~~osals , it

~a i~~nt z a ~~ some cor~cent:ation on you : pa:~ to grasp taC
V • conc ep t s  and  f a c t s  o u t l i n e d  in t h i s  s u r v e y .  E x p e r i e r ~c~ w i t h

you : peers ind ica tes  t h a t  it ~ay t a i~ e y o u  3) to ‘~~~~~ nin u~ es

3
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to complete  this s u r v e y .  However , yo u r r ep l i es  w i l l  oc
c a r e f u l l y  ana ly zed an d  m i g a t  con t r i b u t e  to  a better

understanding of how M i l i t a r y  People pe rce iv e  r e t i r e m e n t
plans. If you would like a copy of t~ e results, please fill
out the last page of the survey, detatch i t  and r o u t e  it to
S~1C 17d3 sepa r a t e l y  f r o m  the  g u es t i on a i r e  se c t i on  ( to
preserve your anonym ity)

In any event , please comple te tae survey and slot it to

~~ 17b3.

in auvance , I than k you f o r  y o u r  : o n s i Ie ra ti o - j  and tine.
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I I. ~~RV~ Y ~U~~t~QNS

?~. PERSONA L DA TA

.~1. 2leas.~ circle your status :

V 

a .  B ranch :  L S A , JSN , J.3AF , JiM , tJSCG ,

Jther

o. tank: U 1 ,3 2~~ 3 3 , 0 -~~~, 3 ~~~, o , otner

~~~c: ma1 , f~ aale

~~~
. .iow would f OU ca t e;o :i : e  the ~ffec: m a t  existanc e of

a milit ary r -et~:e-~ent plan hal on your iec~ sion to enlis~ in

t he s e rv i ce ?  ~~r r c l e one )

1. No e r t~~:t

o. Lit t le etfec t

o . Significant effect

L I wou ldn ’t have enlisted without the m ilitary ’s
V 

ret irem ent plan

I w a s  o r a f t e d  and had no choice

V 
~~i~~n ~ou ~L s z  1oi~ ed t :~e se : v 1 cV ~ , what were your

ca:e~ r ~r .mentions? (Circle one)
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a. Intended to stay in only for initial obligation

o. ~as unsure

Intended to s t a y  un t i l  f i r s t  e l ig ib le  for
reti:eaent~ tnen get out

a. Intended to stay beyond initial retireme nt
el~ giDility

~~~~~~~. ~haz are your career intentions now ? (CirrIe one)

a. Get out as soon as my current ooligation is ove:

o. ~Jn su re

c. St ay  in until I r a n  ret ire , th en get  out

i. Stay beyond fi:st retirement eligibility

~5. How m any  y e a r s  of service do you nav e so far? (Circle

or. e)

t . One to 5 years

o. Six t o  10  y e a rs

o. E leve n to 15 yea r s

i. 3~~~t e e n t o  2~ y e a r s

e. 3v~ r 23 y e a r s

ft
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5. ..0L1P~~RIS0N OF RETIREMENT PLANS BY JD~1P0N ENT

CHARACTERISTICS

iilitar y retirement plans have several k~ X
characteristics in common. Six of them are defined below
followed by desriptions of how different retirement plans
miqnt fulfill these characteristics. You will oc asked to

V 

~aage how you feel each possible option measures up to each

of toe defined coaracterist ics . While toe definitions that

V 
f o l l o w  m a y  not  correspond exactly to y o u r  p r i o r  n o t i o n  of

the  m eanin g for  these terms, please consider th~ m as

a c c u r a te  for  to e  p u r p o se of survey standardization. Also ,
:e~~~oer to answer based on wh at y o u  think is best fo:  ~ ou
101 the s~:v t c e .

V 

1 . Z~~~~L ~~~~~~~~

~~~~~~~~~~~~~~~ ~~~~~~~ If a reti rem ent plan provides

fo r r e ce ip t  of r e t i r e me n t  p a y  ( a n n u i t i e s )  b e f o r e  ag e  55 (tt~e

u s u a l  r e t :r e m en t  a g e  it  to e  U . S . ~ , it offers “early

retiremen t ” to some egree . A common referenre measure for

t h e  extent of e a r l y  r e t i r e m e n t  i s  ~t~~~e ~~~~~~~~~~

~~~~~~~ ~~~~ 
Th e  ~~~~~~ of t oe a n n u i t y  is not  an

V issue w h e n  cons ider ing  t h i s  c h a rac t e r i s t i c ;  toe r o n c e rn  is
ra the r wh e n  the  a n n u i t i e s  be g in .

Fo: ex a m p l e , rece iv ing  ret ired p ay  (1 )  am aqe ~42
aft-e r 20 years service or (2) at a g e  52 i f - c :  30 y ea r s

service are both examp les of “early retirem ent ” s:tua ions
by our  d e f in i t io n .  H o w e v e r , t h e  f i r s t  case  w o u l d  f u l f i l l
t o is  o nat a c t - er i s tac  to a g r e a t e r  e x t e n t  s i n c e  reti:em ~ nz is
p er mi t t ed  ~~ ag earlie: ~~~~
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Wi th  respect to  t ne ear ly  r e t i r e m e n t  charac te r i s t i c,
let us co nsider t h ree  options:

Time e l igible  to r eceive r e t i r e d  p a y :
immed ia t e l y  a f t e r  20 y rs. of service (YoS)

Plan B

Time el igiole to r ece ive  re t i r e d  p a y :
w~ th 10 to 19 YoS , at age  52

wits 20 to 29 YoS , at age 63
V with 30 or more  Y o S , a t  age 55

?lan C

:ime eligibl e to receive retired pay :

with 10 to 20 LoS , at age 53

with 20 YoS, immediately re:eive reduce d annuities

unt i~ a ge  ~~~~~~, wae n fu l l  annuitIes ~~ g i n .

~o. H a n k  order  your  p r e f e r e n c e  f o r  t he  way th e s e  plans
p r o v i d e  for  th e  e a r l y  :etiremer .m c h a ra ct e r i s t i c  (the best

V being numb er 1 , et c . , )

V a~a~~~~~ l a~~a~ ~~~ ~~~ 2.1~.nL

A 1 2 3

B 1 2 3

C 1 2 3

~7. To f u r t h e r  ~u a n t t f y  y o u r  p r e f e r e n c e , j u d g e  no~ y o u  feel

each of these options fulfills the defined early retirement
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characteristic on a zero to 100 scale ( i .e .  100 w ould
represent complete fulfillment , 50 would be half
f u l f i l l m e n t, etc . )

i.~ Q ~~ !~Q. ~~~ ~~chL

A

C

2. a n n u i t i e s

An n u i t ies  a r e  funds  paid to  a r et i r ee  as a resu l t
of his p r e v i o u s  serv i ce .  Annu ities are also called “retired
pay ” . r h e  deg ree  to woich a retir ement plan fulfills this

c h a r a c t e r i s t i c  is deteriined by t h e  a m o u n t  or s iz e  of
the a n n A~~~~ties; it is not roncer~ ed wito when the r~ tirei

V 
V 

pay oegin~ .

V With respect to the “Anniitie s ” cha:acte:istic ,

t r i e r s  ar e  t hree  poss ib l e  op t i on s  to cnoose f r o m :

P l a n  A

A n n u i t y  f o r m u l a , 2.5 % of onse pay for each YoS u~ to
V 33 y:s.

V Examples: R e t i r em e n t  at 20 YoS would yiel d annuities
equal t o  53 % of base day ; 30 YoS woi].d result in th e max imum

f of 75-i base j i y  in r e t i r e m en t  a n n u i t i e s .

i~~a~~
9
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A n n u i t y  f o r m u l a :
fo r 1 to  5 YoS: 2 . 0 0 %  of oase pay  f o r  e a c h  YoS
fo r  6 to 10 loS : 2 . 2 5 %  of oase pay  d o r  each loS
fo r 11 to  35 Yo S:  2 . 7 5 %  of base pay f o r  each Y0S

4 
Examples: When one reaches the time eligible to

receive retired pay, 10 loS would yield (5x2~ + 5x2.25%)
21.25% of base pay; 23 loS would  re tu r n  (5x2% + 5x2.25% +

10x2.75%) 48.75%; 30 YoS would result in r e c e i v i n g
a n n u i t ie s  of ( 5 x 2 %  + 5 x 2 . 2 5 %  + 23x2.75~) 7 5 . 2 5~~; 35 Yo S
would  yr e l d  the  ma x i m u m  of 90~ of base  pay  in r e t i r e m e n t
a n n u i t ie s .

V1
4 A n n u i t y  f o r m u l a :

F’irs : s te p a n n u i t i e s , pa lu  f r o m  r e t i r e m e n t  u n t i l
aqe o O

for 1 to 10 YoS : 1.75k f base pay for eaco Yo S
for 1 1 to 20 Y o S: 2% base pay for eath YeS

V 
for 21 to 33 ?S: 2.5-i o~ se pay f o r  e~~ch YoS

Se c o n d  st ep  a n n u i t i e s , be-;ioning at a~ e ~ )

V fo r  3 to 5 ~~S: 2~ of b a s e  p a y  f o r  e a r n  Yo S
f o r  S to  10 loS:  2 . 2 5 ~ of base  p ay f o r  each YoS

for 1 1 to 30 YoS: 2.75% of oase pay ~o: each

V Examples: First step annuities would r a n g e  f r m

V 37.5~ of oase pay with 23 YeS to b2 .5% for 33 YoS. Second

V step  a n n u i t ie s  WO u ld  pay 2 1 . 2 5 %  for  13 loS , ~4~3.75~ fo: 20

105 an.i a m a x i m u m  of 7 b . 2 5 - %  fo r  30 loS .
I

~‘3. R a n k  o rder  y o u r  p r e f e r e n c e s  for  the way : n es e  p l ans
m e ~~t the  an n u i t y  c h a ra c t e r i s t i c .

10
Appendix B

- 118

— V V 4~~~~~~~~~~
q

~

- 
— —  

~~~~~~~~~
- 

~~~~~~~~~~~~~~ -



V : 
VV ~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ 

V~ V V V V :.~~~~~_:~~V
— VV__VVVV_ 

~~T V V V~~~~~
V- V V _ ~~~~~~_ 

VV~~VV_ V 
V VV V V ;4~~~~~~

elan Rankjcircle 
~~~~~ ~~~~~~~~ ~~~~~~~~~~

A 1 2 3

B 1 2 3

c 1 2 3

~9.  :~ow j u d g e  now weii  t h e s e  p l a ns  aeet  t t t e :e~ u i r e m e n t ~ of

trie annuit~’ ch a ra ct e r st r c  by 7:aarrI ; I t  3 f V a i f i L~~~~~ n~~~~~n t  on

zero to 103 scale.
p.-

~~~~~~~~~~~ ~a Q. r~ !~.2 ~~: R~~2hL

4. A

V 3

3. vest m a

?es nirig j~rov:ues e1igib:i~.t y f o r  s o m e  so:t of
:e:i:e~~en t  e n t r t l e me n t  (C:~~n er  a n  o m m e d m a t e  lu s~ m p ayn~ nt

be~ o:e om a f t e r  s~ par-at :on , an annuity rece~ vei in Old ia-a ,
or a comoination oz ooth) before t r i e normal r tirenent

201flt . T~iis eligmn iliti accrues i r r e s o e c t r v e  Di  wh~ ther or

not Cu tn diviiual renamn s in the service in~~il  “ r r n a i

re t i r em e n t ” .

~i:h r-e s~~ec t to t n - a  “vest mng ” cnaracter :stic , there
are  fo u r  possibl e op t ions  t o  cho ose  f r o m :

11
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N o v e s t i ng

E x a mp l e :  I f  you v o lun t a r i l y  sepa ra t e b e f o r e  t ae
nor m al  r~ t i r e a e n t  p o i n t , y o u  receive n o t h i n g .

~ embers  gu a l i fy  a f t e r  10 y e a r s  of s e rv i ce  f o r  an old
age a n n u i t y  bj  the following formula:

f o r  1 to S loS: 2 . 0 0 k  of oase pay  for  e a ch  YeS
for 6 t o  10 Y o S : 2 . 2 5 ’- of base p a y  f o r  each f-oS

f o r  11 plus loS: 2.75% of base pay do : each loS

V 
A d d i t i o n a l -j ,  a “ d e f e r r e d  comp e n s at io n  t r u s t  f u n d”

is -s --a t u p  a f t r f :v e  y e a r s  of service. This anoint w o u l d  oc

p~iy a o i e  in t o t a l , in p a r t , or in co mb inat iori after 13 YeS.
On s e P a r at I o n , It  CO V 11d o~ c o l lec t e d  m n  to ta l  or  d r a w n  in

~n o n t h l y  o r an~ ual p aym ents . Th is trust fun d ~cild

a cc uou l at e  b y  ne f o l l - o i i ng  f o r m u l a :

c to 11 20~
H to 20 2 5~

• 2 1  t o  25 15%
25 to  30 5%

~xampi -e : If you s e p a r a t e — I  a t  10 loS , y o u  w o u l d
r e c e a v e  an o l d  age  a n n u i t y of 2 1 . 2 5k  od ease  p a y  2~ 

you

w ou l d  ‘nave a trust fund of about 20 % of you :  a~~-e :aae pa y
oVer t n e  las~ 5 y r s .

•- e m b e r s  ~ u a l i fy  a t  10 y~~ r s  s-~:v± ce  f o r  a n  o ld a g e

an n u : t j .  P a y m e n t s  w o u i d  oc b-i t he  r o L i o w : n ~ : r mV 1~~~~a :

fo r 1 to 5 loS: 2 . 0 0 %  of b a s e  p a y  f r  ea c h  Y e S
12
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for b to  10 loS : 2 . 2 5 %  of oa se  p ay  f o r  e a c h  Y eS

for 11 p lu s  loS : 2 . 7 5 %  of oa se  pay  per  YoS

E x a m p l e : 13 loS w o u l d  result in an old age annuity

of 2 1 .2 5.~ of ba se p a y .

V Me~ bers qualify at 10 years service 
~~~

an o ld  age a n n u i t y  b y  t~ie f o r m u l a :
for 1 to 5 lo S :  2 . 0 0 %  of oase  p a y  f o r  e a c h  YeS

V - f o r  5 to  13 loS :  2 .2 5~ of b ase  pa ~ f o r  e ach Y e S
fo r  1 1 plus YeS: 2.75~ of ease pay do: each YoS

~; 
earty wat nd :a-w ai ca-sn ~n the a mo l n- V 3 :

do : loS 1 ~o 10 , one m o .  pay  per Y e S
f o r  loS 11 to 15 , t~~o m o .  pay  per Y e S

~x a w p le: 10 Ye S 4o u ld  :esu~~t in a n of - I  ~~ e a n n u i t y
-0: 2 1 .~~~~ o t  o~ se ~ ay : 1 - )  c o nt o s  ~~~aj ne earli ~~~~~~~~~~~~~~~~~~~~~~~~~~~

cas a.

~ 1-) . d ar ~~~ o r d e r  t h e s e  f o u r  op t i o n s a c c o r d I n g  t o  h o w  y o u

f e e l  t~i~aj p r o v i d e  io r  t h e  v e st i n g  : n a r a : z e ri ~.tic ( w i t a  t~~

bes t b e I n g  n u m e e :  1 , etC.)
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1 2 3 ~~

B 1 2 3 4

-
~ C 1 2 3 4

J 1 3 ~

~ 1 1 .  ~~~ j u d g e  h t ~ w e l l  t~’ese op t u c a s  fu l : I i l  t n e  7-~~:~~n 1  V

- ca~~~~~ct r I~~t I c  cv  ~ :1~~In ;  ? a cn  o n :0 tO  10.) soaL e.

V ~~~~~~~~~~~~~ ;a 2 ~ �

3

0

. . ~~~~~~~~~~~

P a -i is m o n e y  ~ ii -~ to  taose invo luntari ly

s-e r- I r t- ~~n from t h e  s e r v i c e  b f o r e  t h e  n o r m a l  r~~t i :em e n t
pa _ a t .

~ It~~ c-aspect to the sev-a :anc-a pay ch aracteristi c ,

:n-~- :e are th:ee option s to choose from :

?iar~ A
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O f f i :  ars  o n l y  w i t h  f r o m  ~ to 19 loS receive

severance pay by the following formula:

t w o m o n t h s  pay  f o r  each Ye S , not to exc~~ed 2 y r .

ease p a y or ~15 , 0J 0 ( w h i c h  ever  is less)

Pla n B

Involuntary separation would result in sav~ rance oay

for officer s an enlisteds by the following f o r m u l a :

do: 5 to 10 loS; on-a guart~~r or  one  no. pay pa:
loS .

f o r U to  ~3 Ye S ;  o n- - a  h a L f  of e~~e m .  p a y  p - ar I-oS.

? la n  C

:a v o lu n t a y se- D a r a r ~~on w o u l d  r e s u l t  in ~~v e : an c e  p a y
V 

f o r  o f i i c - ~r s  a n d  er. lis t~~ds b y  t h e  f o r m u l a :

5 % of b as e p a y  f o r  ea c h  Y o S

~1 .  R a n k  o : ie r t r t e se  O p t i O f l s  acco :d :ng  to  ~ow y ou feel

ncov lae  to: tie s v?rance pay c~~aracte::s:~~c

? l a n  ~ ank ,Ic:r:Ie :an.cin-u ~or aa c~. DlanL

A 1 2 3

B 1 2 3

C 1 2 3

- ~~~~~~~~~~ N - o w  ~ ud g-e h w  w~~li t h se o p t m e a s  :-u l~~al l  t~i e

p a y  c r la rac :e rl . s : i c  on a i e r o  -o 130 cal -a .
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A

3

C

VB

3an?fits r~~± a r  to ~li;Iblllty f o r  m e d i c a l  c a r e ,
V c o m n : s s— a r y  a n  e x c h a n g e  p r : vi l e g e s .

~ i th  r e s p e c t  t o  t h e  b e n e f i t - s  c ha :a ct e r i s t a c , t h e r e

a r e  t w o  o p t u o n s  f r o m  w n a c n  to  choose :

? lan  ~

~~~ Vo e l I~~1 bL l : t y  f o r  t h - o s -  leav:ng with 1?SS t h a n  2)

le~~; : o o - u a a e  ~i i ;:orl:~~y t o  pe:so~~ : e ti :inc  w ith 20 or

mo r e  Y e S .

V 
P l a n  S

Id one leaves th s-erv~ r a  w u t a :
Less t n a n 15 loS ; n e v e r  e l i g l o l - a

1 5 to  2~ Y e S ;  el i g ib l e  a t  a ;e  ~ ) -o r 5 2

2 e  or m o r e  I e S; e li~~f:le r m m eV d : a t e ly

• ~~~~ ~an ~ or ~ e: ye - i :  p r e f e r en c e  f or  r c e s e  t w o  b e n e f :t
V op -~:~°ns .

16
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A 1 2

5 1 2

Q 15 . N o w  j u d g e  h o w  w e l l  these  optIons tu~~fill the benefits

characterIstIc on a zero to 100 scale.

r . i~~~~~ n~ f~~ll :n ‘3 to !~!Q. ~~: ~~~aL

V A

3

r~~.

V d:anifatae :in~~ is tne ext ant to whlcri those now

servtng will cc able to utilize t~ie  -c - i r r a r . t r e~~ir e o en t

system a: checse whethec t heir :et :rement will n-a coverned

cy taC ~ ii or  n e w  s y s t em , i f  a n d  un -e n a n e w  p l a n  :s .- a n a c t~ i.

~~ th  r e sp e c t  t o  t h e  ; r a n d f a t a - e :~~n o  c a ar a c t e :j s t :c ,

~~~~~~~~~~ a r e  tr.:ee pess:iila option s :

A

A n y  m e m b e r  w i t h  4 or  m e r e  Yo S - wa - a n c— i c -n-e u r u l e s
t o O K  e f re ct  w u ld  rem ain ind er he old uet jrement system .

S

h i l  tr io se  -on a c t i v e  d u t y  W aca the new r e t i r e m e n t

sy stem was enacted wou ld cont inue to cc cov ered by t~~e old
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s y s t em .

Pl~n C

When the new system took effect , all those on active

th i ty  could s t ay  v i t h  t he  o ld  sys tem or t h e y  could o~ t to
swi tch  to t h e  new sy stem ny obl iga t i ng 4 ~Idition~ l Y0S.

~16. sank order your p r e f e r e n c e s  a m o a g  these  t h r e e  op t i on s .

I!a~i~~~c~~ a~~mi ~~ ~!~il anaL

A 1 2 3

:1 3 1 2 3

C 1 2 3

~ 17 .  ~ou j u d g e  h o w  w e l l  y o u  t h i nk  t h a s~ o p t i o n s  fu l f i l l  t u e
V 

- 

g r a u d f a :h e :in j  cha ract e r i s t i c, isi ng a z e r o  cc 100 sca le .

~~~~~~~~~~~~ 4 ~~ IIQ. ~a: ~~~~

A

3

C. t~LA I I i ~ i~1?OR~~~IC: OF r~~ CH A~~C:Ea:s::Cs ~Ir~ I N
T IR~~1E~iT PL~ I5

V N - o w  you  nave se-e n th e  d - e f i n : a i o as  of t n  c n a r a c - ~~r is ti cs
m a t  ma~~~ u p  m i l I t a r y  c e t i r e m e n t  p l a n s .  f u r t h e r , you  h a v e
Appendix B 18
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ecen e~ posod to how d i f f e re n t  p l ans  f u l f i l l  t hese
caar actez i s tics  to v a r y i n g  deg rees .

The followinj two guestions deal w~ th how important you

f e l  these chara cter istics are  w i t h i n  a whole  r e t i r e m e n t
plan. Agai n , rememb er to base -four judgemen t on what you
th in~c is best  f o r you  and t h e  service .

~1b .  R a n K  order the  six c h a r a c t e r i s t i c s, wit h 1 be ing  the
to  s h ow  h w  im p o r t a n t  y ou  teal t h ey  are  w i t h in  a

mlilta:y ret ireme nt plan. C:rcle a nu~~ber after each-i
cna :act e~~is tic  to  i n d t c a ce it ’ r a n k .  Ti-e s ar e  p e r n i n t - ~d.

- 

V 

~arly Retire m ent 1 2 3 ~ 5 ~

A nnudtue s 1 2 3 -& e 5

I e s t In~ 1 a 3 .4 o 5

S e ver an c e  P a y  1 2 3 4 5 6

B e n e f i t s  1 ~ 3 ~

Sr a n d f a t a er i n ;  1 2 3 ~ 5 5

-~19. To further de ta rl  how i m p o r t a n t  iou f ee l  ea rn

cna r ac t e r~ st:c is w : th :n  a who .~e r e t i r em e n t  p l an , w e i c r i t
each characteristic on a 100 p o i n t  sca le .  P leas -  f i L l  in
tee v a l u e  you w o u l d  a s s ien  tc each  -or t h e  S I X  d e f i r e d
ch~~racter ist~~cs , :em~~m b e r i n g  t h a t  -ac .-i wei gri t O u st  be
octuce n  zer o and 100.
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~ar ly  R e t i r e m e n t

Annu i t i e s

V est ing

Stveranc-e Pay

~enefi-r s

3randf~~t-ier:rg

0. R A N K I N S  r O T A L  r I~~E~~E N T  P L A N S

O n t h e  f o ’l o w i ng  pages  you w~ li find f o u r  c o mp l e t e
m I l i t a r y  r e t : :e m e n t  p l a ns  . The o l ans  ar- a d e s c ri b e f  in t e r m s
of the  six c h a ra c t e r i s t i c s  defir~ed ea:l~~e:. Please :e-iiew

• 
care plan , compare them , a n d  i n dic at e  you :  p r e f e r e n c e  a m o n g

V 
th~~se -w h o l e  clans  by r a n k  o r d e r i n g  t n m  :.n ~u - a st i o n  10.
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1 . Plan one

a. early r e t i r em e n t

Time eligible to  receive  r e t i r e d  pay :
immediat ely a f te r  20 yrs . of service  (Y S)

o. annuities

Annuity formula: 2.5h of case  pa y f o r e a ch Y S

up to 30 y r s .

c. vest i~~- :  n o n e

u .  ~ ev r a n c~ pay

3f
~
ic2rs only with f :m  5 to 13 Y o S  r e c eiv e

severance p a y  oy m a - a  f o l l o w i n g  f o r m u l a :
two months pay f o r  e a c h  y

~~~~~V n o t  to exceed 2 yr s .
case p ay or S1~~,Q 0 0  ( w n l : h  ever  is less)

~~~~
. oer L e f : t s

~o e l :g ib i l im y  f or  those  ~ea v : n ;  w i t h  less  t h a n
20 YoS ;  i m m e d i a t e  e l ig i b i l i t y  to  p e r s o n s  r e t i r i n g  w i t h  20 or

mo re  Y S .

f .  g r a n d fa t h e r i n g :  N A ;  t h i s  t s  c u r r e n t  p l a n

Appendix B 21
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2 .  Plan two

a. early r e t i r e m e n t

Tim e elig ible to receive r e t i r e d  pay :
V with 10 to 19 Yo S , a t age 62

w i t h  20 to 2 9  Y S , at age óu

w it ri  30 or more  Y0 S , a t  a g e  55

b. a n n u i t i e s

A n n u i t y  f o :m u l a :

f o r  1 t o  5 loS: 2 . 3 0 - i  or case  pay  for each  YeS
f o r  b t o  10 loS: 2 . 2 ~~% of case  p a y  f o r e a c h  Y e S

f-o r 11 t o  35 ~oS: 1.75% of base pay for e a c h  Yo S

c. v~ st ~~n g

~en b e : s  guaiifi after 13 years of service to: an

Oil ige a n n u i t y  by t h ~ t - o l i - c w i n~ f o r m u l a :
for 1 t o  5 loS: 2 .~~) %  c~ oase  p ay  a-o r each loS

t to 1.) Y -o5 : 2 .  25~ of c a se  pay  f o :  ~ a :h loS

for  11 p lus  ?o3 :  2 . 7 5% of ba se p a y  t o :  e a c h  loS

A1i1tI Ofl1l l~~, a “det~ :rad c o m p e n a a ~~i o n  t ru s t

• f o n d ”  is set up  a f t e r  f i v e  :‘-~a r s  of s e r v i c e .  ~h a s  e m o u n t
w o u l a  oe ? ay a n l e  in t o t a l , i n pa :t , or  i comn in~ tion after

10 loS. On o~~~~r a t i on , i t  co u l d  be c o l l e c t e d  in t ot a l  or

ir a w : ~ ~n m u n t a l y  or ~n n u a l  p a y m e n t s .  T n a s  t r u s t  f u n d  w o u l d
a c c u m u l a t e  by t h e f o l l o w in g  f o r m u l a :
Appendix B 22

1.30

V— V

~~~~ ~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ 

- 

— -
~~~~

--—- -.
~~~ -- M- ~~~~~~~~~~~~— -  V 

- - -- - -~~~~ V



li~~. ~~~~~~ ~~ ~~~~~~~~~~~~ Ei?. ~~~~~~~~ a~~. X~~
o to 11 20h

1 1 t o  20 2 5 h

21 to 25 15~
25 to 30 5%

d. severance pay

In v o l u n t a r y  s e par a t i o n  w o u l d  r e su lt  in severance

~ay fo r o f f i c e r s  and e n li st e ds  by  tee f o l l ow i n o  f o r m u l a :
f o r  5 to 10 loS ; on e  ~u a r t e :  of one  m .  pay  p ar

loS.

to: 11 t o  30 loS ; one half  of one  mo. p a y  p e r  Yo S .

e. benefits

if one leaves  t h e  s e r v i c e  w i t e :
less t h a n  15 loS ; never elig iole

15 t~ 24 loS; eli gible at age 60 or 62

V 
25 or m o r e  Yes ; e l ig i b le  i m me i a a : e l y

i •  ; : a nd fat h er i n g

A n y  m e m o c :  w i t h  4 or m or e  1o5 w a e n  t h e  n e w  ru l e s
toot effect would remain under t h e  old retirement system .
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3. P lan  t h ree

a. ear ly  r e t i r e m en t

Time e l i g ib l e  to  receive :et ired pay :
with 10 to 20 YoS , at ag-a ~0

~i:h 20 loS , im m e d i a t e l y  receive reduced annuities

until a~~e oO , w h e n  fu l l  a n n u i t ie s  b e g i n .

b .  a n n u i t i e s

A n n u i t y  f o r m u l a :

~‘::st s t e p  a n n ui t i e s , p a iu  f r o m  ~eti:ement u n t i l

a ge 60

for  I t o  1~ l o S :  1 . 7 5~ of uase  pay f o r  each  loS

fo r  11 to  23 loS:  2 %  ca~~a ~ay  f o r  e a :h  loS

f o r  ~~1 to  30 Y o S :  2 . 5 ~ case pay  fo r ea ch  Y-o S
se cond  s tep  a n n u i t i e s , b e-j i a nin ~ a t  a o e  ~-2 

V

f o r  3 t o  5 l o S :  2% of cas-~ p a y  f o r  e a c~i loS

fo r  -~ to 10 loS : 2 . 2 5  of case  p ay f o r  each I-o S

to: 11 mc 30 loS: 2.75~ of case  p a y  f - o r  aca

c. v e s t i n g

~embe :s ~ual if y am 1 3 ya~ :s serv:c-a for an old

a~j e a n n u i t y .  P a y m e n t s  w o u l d  be by t ee  f o l l o w i n g  f :mu i a :

V 
:or  1 m c  5 loS; 2 . 0 0~ of case  pay f o r  each  Y o S
f o r 6 t o  1~ Yo S : 2.25~ of case pa-y for each loS

f or 11 p iu s  lo s :  2 . 75~ of D u s e  pa y pe r  YeS
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d. severance pay

I~uvolunta :y separarion woulu result in severance

pay f o r  o f f i c e r s  and  e nh i st e d s  by t he  f o r m u l a :
5% of base pay f o r  each loS

e. bene f i t s :  not y e t  addressed

‘4
f .  or a nd ta t h e : i n g

Al l  t .~io se  on act i v  d u t y  w e - e n t h e  n e w  r e t e m e m - e n t

system ~as enacted would continue to be cove red  cy t h e  old

syc c-em .

t
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~4 .  P la n f o u r

a. early retjrement

Tim e e l ig ib le  to  rece ive  r e t i r e d  pay:
w i t h  10 to 20 Y S , at age 60

~r t n  20 loS , : n m e d i a t - e ly r e c e i v e  r e d u c e d  a n n u i t i e s
until age ~0, when full annuities cegin .

b .  a n n u i t i e s

A nnuity formula:

~‘~ :st st e p  an nu i t i e s , p a a a  ::om r e t m r e m e n t  untIl

age oO

f-or 1 to 1~ loS: 1.75-i of cas e pay for each los

for 11 t -  20 lo S: 2% base  pay for each YcS

for 2 1  mc 30 l o S:  2 . 5~ c~. se pa y f o r  eaca  Y oS
S ec o n d  step annuities , be -;inn:n~ at aur 53

for  3 to 5 l o S :  2% of case  p a y  for each YcS

for  ~ to 13 loS : 2.25-i of case pay to: each loS

~ or 11 to 30 Y e S :  2 . 7 -i f base ~a j  fc ’ : e a c h
loS

C. V e s t in g  V

V - leibers luahify at 13 y e ar s  -ue :vac-e ~~~

an cl-i age annui ty cy the formula :

for  I to 5 YeS : 2 . 3 3 %  of b-use pay for each Y-~~
f o r  ~ to 13 l o S :  2 . 2 5k of case  pay f r  each Y os
for 1 1 ~~~iOS loS : 2.75~ of r a s e  p ay  :o: each loS
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~r -earLy withdrawal cash in the am ounts:

for  loS 1 to 10 , one no. pay p~ r los

for  loS 11 to 15 , two no. pay per loS

a. seve rance  pay

V - I n v o l u n t a r y  s e p a r a r i o n  w o u l d  r e su l t  in se ver an c e
p a-i r or  o f f i c e rs  and ni~ st~ ds by t~~e :or u ui a:

5~ of o~ se ma y f-or each loS

cen f :t s :  not  y -et  a d d r e s s e d

a .

.~oen the n e w  system took e f f e c t , a L L  these on

active i- :ty ;ouid stay with thu -old system or :iey OCUL2 o~~m

to sai- :n to tne new system by :cl~ gam ~~n; -a1a~~zio r ~al YoS .
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~2 0 .  N o w  t h a t  you  h a z e  r e v i e w e d  ana  c o m p a r e d  t four
complete retirement plans , rank order tien below , w i~-h ~ he

p l an  y o u  j u d g e  best b e i n g  n u m b e r  1. Ties  are perru~ t ’--e d .

Also , renember to mak your judgement based on -w hat you feel

is best ior you and the service.

~~~~~~~~~~ ~~~~lfl~ ~~~

on- a 1 2 3 4

two 1 2 3 4

three 1 2 3 4

V 
four 1 2 3 4
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If you wou ld  l ike a s u m m a r y  of t n - a  ev a l u a t ed  r e s u l t s  f

- 

- this s u r v e y ,  p l ease  f i l l  in your aim-a and address below ~nd

- 
s lot  t ai s  sh e e t (d e t a ch e d  f r o m  y o u r  s u r v e y  to p r e s e r v e  Y our
an o n y m i t y )  to  S~ C 17a3 .

NA ME

s~1~ or address (~~f you will not o-e am N2S through June

‘7-9 )

I ,

~~.TU~~N i’O S~L 17d- 3
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APPENDI X C

STA TIS TICAL TAB LES

ANOVA TABLE

SCURCE SUM OF SQUARES D . F .  MEAN S~ UARE

Co lumns 2 .2 L4 . 2 5 . L~48 lOt .70-4

Error ~~~~~ 1~~~2 .00L~

Figure 50 - ANC’/A , RAW CHARACTER ISTiC IMPORTANCE
‘NE I~~ TS LISrE: IN FL3’JRE ~~~~.
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ANOVA TABLE , Early Retirement Characteristic

SOURCE SUM OF SQUARES D.F. MEAN SQUARE

Columns 11.65,274.893 2 232,637 .11.47 4114.653

Error 1+03,378.740 771 523.189

ANOVA TABLE , Annuities Characteristic

Columns 125,31+2.624 2 62,671.313 98.588

Error 490 ,112.659 771 635.6811.

ANOVA TABLE, Vesting Character is t ic

Columns 352,182.674 3 117,394.225 131.145

Error 920 , 213.038 1028 895.149

ANOVA TABLE , Severance Pay CLaracteristic

Columns 16 ,294.226 2 ~,1L1.7.113 3.7e5
Error 715, 054.109 771 927 .437

ANOVA TABLE , Benef i ts  Charac ter i s t ic

-Columns 175, -e95 .302 1 175,-e95 .302 1 O d . 2 ~ 9

Error 417,41+8.365 257 1,624.315

ANOVA TABLE . Grandfathering Characteristic

Columns 11 ,729.562 2 5,896.281. 6.694

Error 679,121.576 771 880.832

- - Figure 51 - ANO VA,  CHAR AC TERISTI C FULFILLMENT SCORES
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ANOVA TABLE

SOURCE SUM OF SQUARES D.F. MEAN SQUAR E F

- Columns 75,303.690 3 25,101.030 100 .530

Error 256,678.953 1028 249.688

Figure 52 - ANOVA , RELATIVE WEIGHTED PREFERENCE
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