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DoD PROPOSES 
NEW FORMULA 
for FUTURE 
PAY RAISES 



Lt. Gen. LE. Benade 

he purpose of House of Repre- 
sentatives Bill 15406 is to 
change existing law specifying 
the method for allocating match- 

ing pay increases for the Uniformed 
Services. The need for such legislative 
change was expressed in the President's 
budget during each of the last two 
years. H.R. 15406 would carry out the 

President's recommendation. 

History of the Current Law 

The current law, section 8, Public 
Law 90-207, specifying the method- 
ology for military pay raises, was 
enacted in 1967. At that time, mili- 
tary pay was generally acknowledged 
to be below that paid by employers 
who competed for military-eligible 
manpower. This pay disparity was 
especially true for junior enlisted 
personnel. 

The 1967 law required that Service 
personnel would receive a pay in- 
crease whenever Federal classified 
employees received one. This tied 
military increases to civilian increases 
and eliminated the feelings of in- 
equity that previously existed when- 
ever one group received a pay raise 
to the exclusion of the other. 

Secondly, the 1967 law stated 
the military would receive their pay 
raise at the same time and in the 
same amount as the Federal classi- 
fied raise, computed on the then estab- 
lished regular military compensation 
concept. Regular compensation, regu- 
lar military compensation or RMC are 
synonymous and are defined in law 
as the sum of basic pay, basic 
allowance for subsistence, basic 
allowance for quarters, and the tax 
advantage which accrues because the 
two allowances are not subject to 
Federal income tax. Thirdly, it stated 
that the entire cash increase, while 
computed on the basis of regular mili- 
tary compensation, could only be put 
into basic pay. Since basic pay is 
about 75 percent of total regular 
military compensation (RMC), this 
meant that the percentage increase 
in basic pay would necessarily be 
larger than the percentage increase 
in regular military compensation. 

The Department of Defense in its 
testimony supported this pay raise 
methodology because putting all of 
each raise into basic pay especially 

benefitted first term enlisted personnel 
who did not receive cash allowances, 
and because it offered the greatest 
long-term motivation to the career 
force in that it increased future re- 
tirement and survivors benefits. Agai 
it should be recognized that under 
the draft dependent environment o' 
1967 military pay was not generally 
competitive with the wages in the 
civilian sector, and an accelerated 

military pay increase mechanism wa: 
desirable in that period. 

As recently as 1971, the Congre 
in enacting Public Law 92-129, recog 
nized that RMC in general, and basic 
pay in particular, for junior enlisted 

and officer personnel was too low 
to meet the competition in the draft. 
free environment. The accelerating 
increase effect on basic pay of sectic 
8, Public Law 90-207, coupled with 
the quantum increase for junior 
personnel provided by Public Law 
92-129 has achieved its desired im- 
pact on regular compensation and 
basic pay. Today, the Department o 
Defense believes that military pay is 
generally competitive with wages 
in the civilian sector, and that modific 
tion of the matching increase mecha- 
nism is desirable to ensure cost 
effective implementation of future 
pay increases. 

COMPARATIVE P 

(0-3, 6 Years of service, 3 depend 

Cu 

Basic Pay a 
Basic allowance for quarters 
Basic allowance for subsistence 

Total Cash Pay 

(E-5, 4 Years of service, 2 de 

Basic Pay 
Basic AHowance for Quarters 

Basic Allowance for Subsistence 

Total 

* Pay and allowances as of January | 



nel, H.R. 15406 

my Basically, H.R. 15406 will retain 
. the current principle that military pay 
ot raises are linked to Federal civilian 
sate pay increases. What this bill will 
5 ' | change is the method of allocating 
of pay raises for military personnel. In- 
ly stead of putting all of each military 

pay raise solely into basic pay, future 
j pay increases would be allocated to 

all three cash elements of regular 
was ; ; : 

compensation: basic pay, the basic 
ress allowance for subsistence, and the 
e- basic allowance for quarters. Each of 
ie the three cash elements would be in- 
4 creased by the same percentage as 

the Federal civilian pay increase. 

e Reduce Inequities and Cost of the 
Hen Current System 

h The result of the proposed change 
will be that it would reduce the appar- 
ent inequities in the current system 

n- and it will reduce future pay cost 
increases. It reduces cost increases 

. of three ways. First, it reduces costs by 
is reducing the amount of future basic 

pay increases compared with the 
fica- amount of future increases under the 
a- present system. This concurrently 

reduces the size of future increases 
> in those other entitlements which are 

paid as a function of basic pay, or in 
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$486.30 $525.60 $516.66 
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$694.25 $736.89 $737.50 

ry 1, 1974. 
sonnel would receive an 8.1 percent increase in 
General Schedule salary increase. 
ersonnel would receive a 6.2 percent increase in 
warters, and in “asic allowance for subsistence as- 
dule salary increase. 
listed commuted ration rate is assumed. This in- 
nt matching increase in basic pay. 
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other words, use basic pay as the 
basis of their computation. Some of 
the largest of these other items are 
retirement pay, Reserve and Guard 
drill pay, and the government's con- 
tribution to social security. 

The second way in which costs are 
reduced is that future increases in 
the two basic allowances will be 
incorporated into the matching pay 
raise system. As you know, an up- 
ward or downward adjustment in the 
subsistence allowance for enlisted 
personnel occurs every year. When 
increases occur, they occur in 
addition to the annual matching in- 
crease in basic pay. Quarters allow- 
ances presently are set by law, and 
when adjusted by the Congress, are 
increased in addition to the matching 
pay raises. Incorporating these in- 
creases within the framework of the 
comparability process should reduce 
or eliminate the necessity of adjusting 
these elements of compensation 
outside the matching pay increase 
process. 

Under the current system of pays 
and allowances the increases in 
the allowances are necessary. They 
are necessary in order to maintain 
the allowances at a reasonable rela- 
tionship to the expenses they are sup- 
posed to defray. For example, since 
the rates for the quarters allowances 
have not been increased since 
November, 1971, they are signifi- 
cantly lower than the median hous- 

Air Force Technical Sergeant Richard 
Weatherby and his wife, Susan, in- 
spect the kitchen of their base housing 
at George Air Force Base, California. 
Under H.R. Bill 15406, Sergeant 
Weatherby would receive a 6.2 per- 
cent increase in both his base pay 
and his subsistence allowance but not 
in his quarters allowance since he re- 
sides in Government furnished hous- 

ing expenses reported by the Federal 
Housing Authority. Thus, this par- 
ticular allowance is losing credibility 
in terms of its intended purposes. We 
realize that a portion of the past 
increases in basic pay was due to 
increases in the cost of housing, but 
it is still difficult to convince Service 
personnel that their housing allow- 
ances should not be increased, even 
though it may be implied that they 
have received a housing-related in- 
crease in their basic pay. So long as 
we maintain a system of pays and 
allowances, we are convinced that 
the allowances must maintain a 
level of reasonable relationship with 
increased costs in the economy. H.R. 

15406 would do this, and at a more 
economical cost. As a result, this 
action should also eliminate the 
criticism that the current system is 
inequitable because increases in the 
basic allowances, in addition to the 
annual comparability pay increases, 
distort the military—civilian equiv- 
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alent pay increase principle. 
The third way in which the pro- 

posed legislation will save money is 
related to the second. The proposed 
legislation will discard the concept 
of regular military compensation for 
pay increase purposes. In part, this 

means that individuals who are 
furnished quarters and subsistence 
by the government, will no longer 
receive in their matching increase in 
basic pay an additional amount which 
is partly based on increases in food 
and housing costs: costs which these 
individuals do not have to meet. 
Thus, under H.R. 15406, assuming 
a 6.2 percent increase for General 
Schedule employees next October, a 
recruit living in the barracks and eating 
in a government dining hall would 
receive a $20.10 a month, or a 
6.2 percent increases in basic pay, 
whereas under the current law the 
recruit would have received a $26.40, 
or 8.1 percent increase in basic pay. 
A typical enlisted member in pay 
grade E-5 with dependents who is 
furnished quarters by the government 
but who receives subsistence in cash 
would receive a 6.2 percent or 
$30.30 a month increase in basic 
pay, and a $4.25 a month or 6.2 
percent increase in his subsistence 
allowance compared with an 8.1 
percent or $39.30 per month increase 
in basic pay under the present system. 

As a third example, a typical en- 
listed member in pay grade E-7 
with dependents who resides in the 
civilian community would receive a 
6.2 percent increase in all three 
cash elements, i.e., $48.60 in basic 
pay, $9.90 in quarters allowance, and 
$4.26 in subsistence for a total 
monthly increase of $62.76. Under the 
present system, he would have re- 
ceived an 8.1 percent or $63.60 a 
month increase in basic pay. It can 
be seen that the greatest effect of the 
proposed change is on the cash pay 
increases of Service personnel whose 
quarters and subsistence are 
furnished by the government. 

Summary of H.R. 15406 

H.R. 15406 is an equitable modifi- 
cation of Public Law 90-207. It 
changes only the current method of 
allocating the pay raises initiated 
by Federal classified pay raises. 
Increasing the two basic allowances 
by the same percentage as the 
Federal civilian increase instead of 
adding their proportion of a pay 
raise to the increase in basic pay will: 

@ Reduce the size of basic pay 
increases, 

@ Cause the allowances to in- 
crease more in line with costs, and 
therefore maintain a more reasonable 
relationship to the expenses they 
were enacted to defray—this is par- 

ticularly true for the basic allowance 
for quarters, and, 

@ Bring these two allowances into 
the matching increase mechanism. 
Because the two allowances would be 
increased by the civilian percentage, 
future basic pay increases will be 
reduced to the same percentage. 

H.R. 15406 will also be simpler 
to understand than the current 
system, and it should reduce inequities 
in the present pay raise system. 

The cost of future pay raises will 
be significantly less. During the 
first fiscal year of operation, savings 
should be about $160 million with 
continuing savings in future years. 
These savings are generated for the 
reasons previously described. Also, 
as stated previously, much of the 
savings will be generated by no 
longer giving that part of the raise 
attributed to food and housing to 
those individuals who receive their 
subsistence and housing from the 
government, and by bringing sub- 
sistence increases under the matching 
increase umbrella. The remainder of 
the savings result from the reductions 
in basic pay increases and in the 
other entitlements associated with 
this reduction. 

The Department of Defense be- 
lieves that, on balance, the change 
that would be effected by enactment 
of H.R. 15406 is justified under the 
rationale of maintaining allowance 
credibility and of achieving equity be- 
tween the military and Federal 
classified pay raise systems. 

© DIGEST 
Vol. 16, No. 1, July 4, 1974 

A publication of the Department of Defense 
to provide official and professional informa- 
tion to commanders and key personnel on 
matters related to Defense policies, programs 
and interests, and to create better under- 
standing and teamwork within the Depart- 
ment of Defense. 

Published weekly by the American Forces 
Press Service, 1117 N. 19th St., Arlington, 
Va. 22209, a unified activity of the Office of 
Information for the Armed Forces, OASD 
(M&RA). Reproduction of content is av- 
thorized. 

Telephone: (202) OXford 4-4912 
Avtovon 224-4912 

For sale by the Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402. 
Subscription Price: $12.55 domestic per year; $3.15 additional for foreign mailing; 30 cents per single copy. 

w U.S. GOVERNMENT PRINTING OFFICE 541/439/Z-63 




