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THE SECRETARY Of= THE NAVY

14 January 1976

MEMORANDUM FOR SECRETARY RUMSFELD
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Wien you met with the Navy teamin 0O
my office before Christmas, Assistant
Secretary McCullen nenti oned erosion of ¢
benefits-and you asked himto anplify on
the problemand quantify, where possible.
The attached is his response.
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Reductions in Mlitary Benefits

TAB A is a tabulation of the cumulative inpact of
the pieceneal erosion in benefits that has transpired
to date. TAB B |lists additional proposed reductions.

Wiile the inpact of benefit reductions is, by its
very nature, essentially non-quantifiable, that aspect
should not in any way deter our wllingness to confront
the issue in a direct and forthright manner. TAB Cis
I ndi cative of the kinds of signals we are receiving from
our mlitary nmenbers as expressed in their resignations.
Wil e one cannot say with any certainty that the benefits
| ssue by itself is the sole reason for any of our people
| eaving, the fact that it is showng up as a major con-
tributor requires that we take action to cone to grips
wth the problem |t doesn't take the departure of very
many naval aviators or nuclear submarine officers to
offset the cost savings that were supposed to accrue
from various benefit reductions in the first  instance.

W simply cannot afford to del ude ourselves by considering
t he apparent savings only, while assumng that the

human reaction and norale determnants are constant and
unaf f ect ed. :

Wiil e the increased conpensation enjoyed in'recent
years to nmake us conpetitive with the private sector |
may render it nore difficult to justify continuing certain”
of our traditional benefits, the conditions of mlitary
enpl oynent are still unique and shoul d be recognized as
such.  Factors such as irregular and | ong working hours,
frequent relocation, separation fromfamly for extended
periods, and personal risk in tinme of conflict all con-
tribute to this uniqueness. The adverse'inpact of these
conditions has always been sonewhat mtigated by "benefits"
whi ch tend to pronote stability and a feeling of security
anong mlitary nmenbers, particularly the nore junior
menbers and their famlies. Mlitary life is transitory
in nature; and while we are taking steps to reduce
personnel turbulence, a significant nunber of noves
wll always be required and wll often conme on relatively
short noti ce. In this context, it is conforting to the
Service nenber to know that the benefits and services his




famly requires (nmedical, PX, commssary, etc.) wll be
provided at the nearest mlitary base. This is especially
significant when the Service nenber may not be present
during the nove or when he is required to put out to sea

| mmredi ately follow ng the nove.

Perhaps even nore inportantly, it is difficult from
a psychol ogical point of view for mlitary nenbers and
their dependents to give up privileges which they have
cone to expect and which have historically set them apart
fromthe rest of society, i.e., have nade them feel "special"
| ndeed, the enotional outcry that ensued from the proposed
elimnation of the conm ssary subsidy vastly overwhel ned
any reaction associated wth the President's recent cutback
of an 8.6% base pay increase; yet the anount of nobney
i nvol ved was considerably |less. From the standpoint of
norale, it is inperative that we not |ose sight of this
ghenfnenon when considering further actions relating to
enefits.

Reductions in the non-pay elenents of total mlitary
conpensation and other mlitary personnel costs resulting
fromvarious decisions to date are expected to yield
annual savings on the order of $1.5 billion by FY 1980.
These are substantial reductions by anyone's standards.

The associ ated psychol ogi cal inpact has probably been

even greater. It is essential that further decisions in
this area be the result of a thorough exam nation of the
entire spectrumof mlitary conpensation, both direct and

| ndi rect. In this regard, | strongly reconmend t hat you
declare a noratorium on further benefit reductions until
the Third Quadrennial Review of MIlitary Conpensation has
been conpleted. At that tinme we will be in a nmuch better
position to assess what additional changes, |f any, shoul d
be made. Then we should take whatever action is called for
In a single step, getting it behind us once and for all,
while at the sanme tinme communicating to our Service menber s
what it is we are doing and why we are doing it.

An inportant related consideration is the specter of
unionism  Wthout the erosion of benefits issue, it iIs
unl i kely that ongoing overtures by various unions to
organi ze Service nenbers woul d get very far.




TOPI C

Medi cal Benefits
for All Eligible
Per sonnel

CHAMPUS Benefits

Shortage Specialty
Pro Pay for Enlisted
Menber s

Travel Pay for
Enlisted Upon
Reenl i st ment

Sel ective Reenli st nment
Bonus

Lunp Sum Reenl i st ment
Bonus for Enlisted
Menber s

M LI TARY BENEFI T REDUCTI ONS (SINCE FY 1973)

EFFECT ON [ NDI VI DUAL

Menbers obtain care under CHAMPUS
and pay $50 deductible or $100 for
famly plus 20% of all charges in
excess of deducti bl e amount. .

Member nust pay for total nedical
expenses for services listed under
total inpact.

Eligible nenbers |ost $50 - $150
per nonth.

Each menber reenlisting |ost an
average of $110.

Menbers in skills termnated or
reduced in award | evel perceived
a loss of up to $12,000.

Pur chasi ng power of paynent re-
duced due to inflation.

Exanpl e $5, 000 Bonus equates to
$3, 790 applying inflation.

............

FY 74 - FY 76

FY 73 « Present

1 Jul 75

1 Jan 75

FY 75 - Present

31 Dec 74

TOTAL | MPACT

| ncreased cost.to nenber (CHAMPUS);
Reduction of services at hospital.

| nconveni ence to sail or

famly.

Orthodonics el i m nat ed.

Psychiatric care reduced.

and

Speci al education elimnated.
Learning disabilities excluded.
Pastoral services deleted.

Pro pay for nobst NEC's
term nat ed.

Loss of travel pay upon immedi -

ate reenlistnent.

One day break
.in service - no loss of travel

pay - mpjority reenlist imed - -

ately to retain job position.

Skills in programreduced from
80 in FY 75 to 47 in FY 76.
First termincentive decreased

In 48 skills,
13 skills.

increased in only

Spread payments over 4-6 year

peri od mandatory.

TAB A




TOPI C

Enlisted Under-
graduat e Degree
Conpl etion Pro-
gr am (ADCOP)

Air Carrier Standby
Far es

Shi pment of Foreign
Privately Oaned
Vehi cl es

Uni f ormed Services
Savi ngs Deposits
Progr ans

United States Arned
Forces Institute

Survivor Benefit Plan

(Modified Cvil
Service Plan)

Per Diem (Increased
Gvil Service and
Congressi onal Rates)

EFFECT ON | NDI VI DUAL

El i mnated programfor 150 menbers
scheduled to attend each year.

Loss of $10,000 benefit per person.

Members nust pay at |east 75% of
regular fare vs 50% standby fare.

Members nust pay for overseas
shi pment of foreign nade vehicles
at a cost of $400-$600 per POV

Term nation of program affecting
approxi mately 25,700 accounts.

Requires menbers to pay for
services provided at a cost of

approxi mately $50 for participants.

Continue to pay premum after
| oss of beneficiary.

Costs menber $ out-of - pocket when
on per diem

DATE OF CHANGE

1 Oct 74

Jan 74

Jan 73

30 Jun 74

26 Nov 73

93rd Congress

94t h Congress

TOTAL | MPACT

Enlisted nmust obtain education .
during off duty hours.

Elimnated 50% fare for
conmercial travel.

El i m nated space required ship-,
ment of foreign autos, reduces
| npact on bal ance of paynents.

Eli m nated program
Member unable to obtain 10%
i nterest on deposits.

Eli m nated program

Loss of 200 USAF1l correspond-
ence courses. Centralized
record keeping and text books.

Menber perceives Congress pro-
viding benefits to civil service
civilians but taking frommli-
tary.

Menber perceives Congress pro-
viding benefits to civil service
civilians but taking frommli-
tary.

TAB A




M LI TARY BENEFI T REDUCTI ONS UNDER CONSI DERATI ON .

TCPI C EFFECT ON | NDI VI DUAL DATE OF CHANGE TOTAL | MPACT

Leave Paynents Reduces the nunber of days of accrued | eave N-76 Limt entitlement to pay to
Upon Reenlistment that can be paid. not nore than 60 days for
or Term nation of unused | eave during career.
Service | ncrease rates for BAQ and

BASpay to enlisted personnel
when converting |eave.

POV Shipnent Re-  Additional cost and inconvience to nenber. N-77 Service nenbers would be

striction to Over- required to put POV in

seas Areas storage; sell POV i n CONUS
and purchase a POV in over-
seas area. Upon conpletion -
of tour menber nust sell
POV over seas.

Conmmi ssary | ncrease conmissary prices. N-77 - 78 Elimnate all appropriated

Support fund support for conm ssary.

G Bill Menbers nust pay for all educational N-77 Reduces educational oppor-

expenses. tunities for active duty.

Coul d have adverse inpact on"
recruiting.

Disability Members must pay higher rate of tax. N-77 = 78 Reduction of retired pay

Retirement eligible for tax exenption.

Medi cal Services  Menber nust pay all or a part of nedical N-76 - 77 Reduction or close medical

servi ces. treatment facilities due to

personnel shortages.

Deduction for Menbers will have to account for noving 21 Dec 73 IRS feels not appropriate to

Movi ng Expenses expenses on Federal incone taxes. extend noratorium on reporting
Movi ng expenses.

Sal es and Excise Payment of Sales and excise tax on PX N-76 = 77 Monetary loss to the sailor.

conm ssary, etc. purchases.

Tab B




TOPI C
El i m nation of
Mlitary Post

Ofices in Areas.

Served by

USPS .

CHAMPUS Benefits

Ret i renment
| zation Act

Moder n-

EFFECT ON | NDI VI DUAL

Affects sailors in A aska, Hawaii,

Ri co, Kwajalein Island.

Puerto

Furt her reduction of CHAMPUS benefits

proposed by HAC in N 76 Budget.

Reduces retirenent annuity.

DATE OF CHANGE

N- 76

N- 76

Before 93rd &
94t h Congress

TOTAL | MPACT

| ncreased postal costs for
sailor.

| ncreased costs for active
duty and retired personnel.
Moral e | npact.

Reduces retirenent attractive-
ness as a career benefit.

TAB B




RECENT EXTRACTS FROM OFFI CER RESI GNATI ON REQUESTS

From Lieutenant, USN -- Nuclear Submarine Oficer -- Six yrs service, Nov 1975

"Anot her problem which has affected ny ability to adequately counsel
enlisted nmen on their decision to re-enlist or leave the service is
the rapidly accelerating erosion of benefits accorded nenbers of the
mlitary service. Conm ssaries, exchanges, special services and
adequat e nedi cal coverage are bei ngphasedout. Under present condi-
tions the savings at conm ssaries and exchanges are not worth the
| nconveni ence of shopping in them and personnel stationed where these
are not available are not conpensated. At this time | do not believe
that the Navy as a whole is giving a conparable medical coverage to
the civilian community. There are not enough doctors to provide
treatment for mlitary personnel and dependents. The "free" nedi cal
coverage i s substandard when conpared to general conpany policies which
a nucl ear trained operator could expect to receive if he were to | eave
the service."

From Lieutenant, USN -- Nuclear Subnmarine Oficer -- Seven yrs service, Nov 1975

"I remain unconvinced by argunments, sone espoused by mlitary |eaders,
that mlitary pay has reached 'conparability' with civilian wages. The
ext ended working hours routinely required and the unavoidable famly
separations are hardly "conparable" wth civilian |abor practices.

The erosion of mlitary benefits which has occurred and appears to be
continuing further aggravates the problem | see little promse of
achi eving an acceptable balance of reward and sacrifice in the future
of the nucl ear submarine service."

From Lieutenant, USN -- Naval Aviator -- Ten yrs service, Dec 1975

"The continuing dimnuation of prom sed benefits, i.e., adequate depen-
dent nedical care; conm ssaries, education prograns; by the Congress and
by the mlitary establishnment itself seens a succession of broken prom ses.”

From Chief Warrant Officer, USN -- Surface Engineer Oficer -- Twelve yrs
service, Oct 1974

"After nuch consideration however, | feel that recent Naval policies
and prograns have so severely curtailed the possibilities for personal
growth and famly security that | can no |onger dedicate nyself and ny
famly to the Navy as a career.

While in the service | have observed the continuing deterioration and/
or dissolution of nmany fine Naval prograns. O specific concern the
followm ng have contributed heavily to ny decision:

a. The nedical care of dependents by Naval facilities can no longer
be considered viable either in professional expertise or availability.

TAB C




Wiile | realize the Navy is presently enacting new prograns in this

area | note with dismay the extended time gap involved before dependent
services wll be truly available.

b. The savings at Naval Exchanges and Conm ssary Stores can be
mat ched at civilian chain stores. In a tinme where self-generating
inflation daily cuts deeper into the Navy pay check, the |oss of real

savings in these facilities heightens the continually deteriorating
standard of Navy life.

c. FEducation opportunities such as USAF1 and ADCOP have been

elimnated. The "Navy Canpus for Achievenment Progrant sinply fails
to enconpass these | osses.'

TAB C






