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‘ PREFACE

Ag the title sugrests this is a studvy o0 the personnel
coets involved with retainine or replacing Air Force Officers.
™e work is limited to the four career areas of pilot,
navieator, encineer, and maintenance officer,

™e vroject ia divided into five chantera. hapter one
discusses the vpurnose behind the study, the sienificance of
the nrohler, snd the external snd interns1 limitations nlaced
om the =analvais. rhanter two explains the rationale hehind
the vnresent Air ¥orce ororotion system while citine the
advantaces of keevine the officer corvns fresh with revlacements,
Thapter three Too¥s 2t the need for evperience in the Air
Force =and stresses the good vpoints concernine retention.
"henter four is hasicelly an analysis of the costs involved
in the acouisition, treinine, areine, and retirement of
officers in e~ch of the four investiecated career fields,
"™e finel chavpter surmerizes the results of the »analysis »nd
oroesnizes the findines into conclusions and recommend~tions.

™is nroject was recuested by VMajor Williem S. Vorean, »
memher of the Air Force VManpower =nd Personnel fenter, Randnlph
APB, Texaa, Thanks sre in order to Wajor Morean and +o his
hoss, Lieutenant Colonel Barry 1. Barnes, for the ahle
assistance they heve contributed to this project.
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—“insights into tomorrow”

EXECUTIVE SUMMARY

Part of our College mission is distribution of the A
students’ problem solving products to DoD
sponsors and other interested agencies to
enhance insight into contemporary, defense
related issues. While the College has accepted this
product as meeting academic requirements for
graduation, the views and opinions expressed or
implied are solely those of the authot and should
not be construed as carrying official sanction.

REPORT NUMBER 84-1715
AUTHOR(S) VMAJOR ALFRED P, MCMRACY BN, USAF

TITLE COST OF OFFICER RETENTION VERSUS REPLACEYENT

I. Purpose: To present a cost snalvsis which will eneshle
personnel vlanners to assess the costs involved in retainine,
repl=cine, or removine officers in each of +the four inves-
tizated career fields,

IT. Problem: Cost reduction i= a vroblem which heceme acute
for the mi‘itary with the incevtion of the a'l volunteer force.
Findine the most cost effective wav +o men=re the versonne?

end of the Air Force receives attention from the hicshest levels
of sovernment, TNeterrinine the costs involved in personne?
ascouisition, training, ageing, retirement, and henefits will
contrihute to a more informed decision making proceeas,

ITT. MNata: ™e need for a vital,youne force and the degire

to keep and nromote onlv the very best officers sre strone
areuments in favor of the present Air Force nromotion svstem,
Although current Air Force volicv »V'ows for the continuast+tion

of some officers who h~ve been vassed over for promotion, the
gvatem ig desiened to eliminate those cantains and waiors who
twice fril vromotion to the next hisher er=de. There ie a3

nrice to be naid for rerovel and renlacement of svilled officers,

vi




CONTINUED

™at price is paid in the form of lost exverience and increasged
exvenses for accession 2nd training. Tor vilots and nsvieators
the cost of continuous revnlacement and retrainine far exceeds
the expenses incurred by retainine an officer to retirement.
™e case for enrineers 2nd maintenance officers is not ocuite

so clear cut., Certein replacement scensrios are less costly
than some retention cases, however, the opposite is slso true.
Nata is e1so provided which indicates the cost of retainine
capt~ins, majors, and lieutenant colonels for thirty vears.
T™is 1nforma§%g; is used in comparison to cost models which

show the expe? \gf replacement in various combinations.
A

N

Iv, Conclusions:\smhe anslveis heavily favors retentiorn of
pilots and navierators when cost is the only consideration.
™e results for encineers and maintensnce officers was rela-
tively newtral, It 2lso becomes important to take a new look
at extending the continuation policy due to the sienificant

savinegs which can be realized throush proersm expansion. < -

V. Recommendations: The Air Force can reav creat rewerdsa

bv reducine accession and trainine costs., One wavy to do thie
is to require a longer commitment from all sccessions, The
recommended lenegth of the contract is eieht yvears. ‘*nother
way to decremsse trainine outlavs is to allow more nagsed over
officers to remain on active duty »nrovidine thev are fullvy
oualified, T™e most importent recormmendation is to use this
study in cordbination with personnel survevs and feedb=ck from
the field to maximize the benefits of each,

vii




Chapter One

INTRODUC TION

PROBLEM SIGNIFICANCE

A continuing problem facing Air Force leadership is man-
power cost reduction, The particular focus of this project
is to determine personnel costs associated with four typical
Alr Force officer career fields, The career arezs chosen are:
Pilot, Navigstor, Engineer, and Maintenance Officer. The
first three were chosen due to the high level of attention
these career fields received in 1light of the retention and
acouisition problems experienced by the /fir Force in the late
1670's, The maintenance officer career field was chosen zs
representative of the personnel costs associated with the
typical support officer. The statistics 2re spplied to esch
cereer field so that replacement costs cen be calculated for
an officer who lezves the service et the six to eleven yenr
point or for an officer who is forced out at the twelve to
fourteen yesr point in his cesreer. These costs are compsred
to the dollar figures for retainine sn officer throuch retire-
ment, Through fiscal corparison recormendations sre presented

which address retention, revlacement, snd reduction of personnel

for e~ch investigzated career field.

The drivineg force behind this project is the Retention
Working Group at the Air Force Manvower and Personnel Center
(APWPC). '™e working mroup hes 2 recuirement to continually
update the fzctors which affect retention and replacement of
personnel, Their interest in just such sn anaslysis as this
wag intensified by recent fonegreasional attacks on the mili-
tarv retirement system. Allegations that militery retirement
vay is too generous and too costly for the nation recuire
answers backed by anzlysis (11:3). Lieutenant Genersl lenneth
Peek, Jr. best expressed the serviceman's opinion when he
publicly proclaimed that the military retirement system is
"viewed by our members as the most stadble znd enduring incen-
tive for a2 military cereer” (9:1), Ailthough this project is
1imited to four officer career fields the seme anslysis could
esrsily be applied to any military cereer field. Another factor
which influenced the subject of this study is the orovision in
the Nefense Officer Personnel Mansgement Act of 1980 (TNOPMA)
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which provides for the releesse (prior to retirement eligibility)
of officers up through the grade of mzjor who twice fail
promotion (1:30-31), Although the Air Force presently has »

: limited continuation policy which allows some officers to

n remain until they are eligible for retirement, a fisc»l =nalysis

‘ is necessery to determine the advisability of policy continuance.

These are only two recent factors which bear on the retention

of 2 ocurlity Air Force. However, the larger perspectives of
3 the U,S, economy, work environment verceptions, =nd the area
. of pay and benefits must be considered in long ronge plennine
g and projection (3:615-619), All of these factors require the
cormon besis established by a2 retention vice replacement cost
model, =znd thzet is the significoant AFVPC interest which zave
rise to this project.

PURPOSE

High attrition rates for pilots and naviegstors in 107
corvared with high retention rates in 1982 and 1°83 point to
» "feest or famine" outloox for personnel plenners.(7:2). The
present Air Force pilot shortzge coupled with an improving
civili=n econory =2nd airline hiring estim=tes which indicate
the ocurrent ye=r need for as many as 4000 aircrew hires
{nearly four times the 1082 hiring level) c~use problems for
the personnel system,(8:1). ?lthoush this project is not
desisned to predict future retention trends, this study repre-
sents » cost analysis which will enable plenners to assess
the costs involved in retaining, replacing, or removing
officers in e=2ch of the four investigated career fields. The
ourpose of this project, therefore, is to compare the financial
investment recuired to retsin or revlace z2n Air Force officer
and to present recommendations in this ares for each of the
czreer fields,

SCLUTION TECHNICUE

T™e method used to establish the basic cost znalysis depends

on four fectors. TFirst, figures gathered must be verifiable in -y
1983% dollsrs, To accomplish this analysis figures (exceptions T
desiensted by asterist and documentation cited) were taven o

directly from or were derived from statistics compiled in L)
APR 173-1%, Second, an investment factor 1s applied to all R
renlacement figures to account for losses in buying power not -
attributadble *o inflation. ™ird, an experience factor is ' 1
anoptied to replacement fizures to account for cavsbility locsses S
due to inexperience., Finally, several basic assumptions must R
be made which apply to the overall anslysis (see limitations). -
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No preconceived ideas are apvlied to this study as it is
vrimerily 2n objective treatment of costs associzted with
accuisition, training, ageing, end retirement of Air Force
officers, The conclusions and recommendations are the thoughts
of the suthor only and are not to be construed to be the
vrosition of the U,S. Air Force or any agency thereof,

LIMI TATIONS

There are two hasic limitations to this study. They sre:
the source and, therefore, the accuracy of the figures used,
and the assumptions which are intended to standardize the
calculations for each career field. The first limitation is
inherent in any statistical analysis. There are several ways
to calculate 1ife cycle pey, allowance, and retirement ficures.
For this study these amounts were determined by using the tables
in AFR 173-13 which displsy averase pey for each grade. (17:%6-37).
These same computations were made using individual pay t=bles.
"™he result was a much more compliceted analysis which yielded
total cost figures within ten percent of the numbers achieved
by using average pay. A similer situation exists for the
fipures used to determine ageing costs, larze increages or
decreases (up to a fzctor of one haif the total ageing cost)
in this figure results in less than a ten percent overall
change in the life cycle cost to the Air Porce., Therefore,
the author is confident that any accurate set of statistics
may be applied to this model, and the results will lead to
similar conclusions,

T™e second limitation of this nroject defines the primsry
sssumptions. They are listed here to give the resder an ec,rly
indication of the scope a2nd direction of the an~lysis,

A, Relative economic stability for the U,S,

B, Work force capable of producing officer replescements,

C. Air Porce Academy output remains constant,.

N. ROTC output remains constent with flexibility in tyve
of degree offered,

5. Officer separations will be considered only after the
six year career point.

F. Costs are figured in 1983% doll~rrs, IR
5. tnnual cost of livine pay increases will averace at
or below the inflation rate, 8




H. Average retirement cge of 43 for 20 yeer retirees;
48 for 25 year retirees; 53 for 30 year retirees,

I. ‘'verage life expectancy after retirement is to zge 70.

J. The retained captain will be limited by the rank of
lieutenant colonel.

K. Investment opportunity cost (factor applied to training
costs which are lost from hardware buying potentiel) is
defined as the current interest rate minus the current
inflation rate multiplied by the investment., Present
vercentage is (114 - 5%) or 6%.

L. Experience factor is cusntified as the difference in
pay between an experienced and an inexperienced officer,
(it.e. the Air Force is willing to pay a2 major an average
annual salary of $42,445 while they are only willing to

pay a second lieutenant 320,633, The major's experience
is, therefore, worth $21,812 with respect to the second

lieutenant) (17:37).

M. Promotion potential to erades above the rank of
lieutenant colonel will not be increased,

N. Deterrence continues to be successful thereby allowing
the maintenance of a numerically stable force.

QVERVIEW

™e balance of this study is divided into four chapters.
Chapter two advocates the case for replacement of much of the
Air Force officer corms. The advantages of a2 young, agegressive,
competitive force are expounded upon., The third chapter takes
the case for retention and describes the present conditions
which have bolstered experience levels, T™is chapter also des-
cribes potential problems for future retention. Chapter fdur
presents the cost analysis for the pilet, navigstor, engineer,
and maintenance officer career fields., The final chapter
presents a summary and discussion of importent findings and
makes recommendations with regzerd to the anrlysis, -
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Cropter Two

THE ¢#SE FOR REPLACEMENT

WHY REPLACE

The United States Air Force uses many different progrems
to maintain and to improve the capabilities of the officers:
who man the ranks, The initial testine 2nd screening insures
a2 mentally and physically sound input to the force (15: 39-41),
The requirement also exists to mzintzin e youthful force with
high standards of performence., The Air Force pursues this
requirement through seversl cuelity force initiatives 2nd e
promotion system which is geared towesrd identifying and
advancing the best quzlified officers while eliminating those
officers with marginal potential or substandard performance
(12:16), T™e fact thst productivity and capability are not
always related to extensive experience or to military longevity
must be considered when weighing force competence.(1:30).
The following treatise will expound upon these elements as
they relate to personnel replacement as a policy in the Air
Force,

The Alr Force continues to attract bright, healthy youne
veople into its officer ranks. In fact, 1983 was the most
successful recruitineg yeer in the history of the all volunteer
force (16:10), At this time there are no significant numerical
shortfalls in any officer career fields except for the pilot
and engineer areas, T™e new officer accessions are bringing
skilles in computer competence and other technology to an
employer who is eager to use them, The Air Force has spent
and will continue to expend waluable time and money to meke
today's officer corps computer literate, This capability
already exists in many of the recent officer accessions due
to increased emphasis at the collegce, high school, and even
elementary school level on technical training. The high
cuality officer that we are gettineg today mey be more difficult
to recruit as the U.S, economy improves (16:10), The well
studied opinion of the author is that the U,S. economy is in
a veriod of transition from a recessionary period brought on
by the demise of heavy industry to a period of economic dboom
brought on by conversion to a computer based high technology
industrial economy. 1In this type of economy the talented
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technician will demsnd a challenging job and a competitive N
salary. It is in the best interest of the country to continue L
paying the price for high quality and then to keep only the L
most qualified a3 well as those with the highes=t potential
for leciership in the future (1:34-35),

UP OR OUT

T™at brings us to the next subjlect which is the up or out
promotion and tenure system which has been with us since the
Officer Promotion Act of 1947 (1:30). Objections to this
gsyster cen be categorized in two areas, Tetractors accuse
the system of lowering moresle hecause of the selection process
which fosters perceptions of prorotion inegquities and of
inadequate job secuwity (1:31). Others believe that this ,
system encourages early retirement end, thereby, plesces an }
undue financial burden on the militery.(?:65-665. To deter- o
mine the accuracy of the allegations with respect to the
value of the system, san examination of the Army promotion
system prior to World Wer II is instructive.

In 1941 the Army had 3 promotion system based on seniority
where officer grades came open only as the result of resig-
nations or death (1:29). The effect of this policy was a
stagnetion in grade for junior officers and a very old general
staff (1:29), At the termination of World War II hostilities,
efforts were made to keep the Army from ever egein creatineg
en officer corps who were anything less than a professional
and capsble force., Generel Eisenhower testified before
Tongress on the inadequacies of the seniority system and the
need for a more vital program for military promotion (1:30),
The result of this effort was the Officer Promotion Act of
1947 which stipulated the separation of officers who failed
selection for cantain or mejor. It further reauired that
those who failed promotion to lieutenant colonel or colonel
would be recuired to retire after a specified nurber of years
{1:30-%1), MOPLA hes continued the up or out reouirement end
expanded it in that majore may now be separated prior to
retirement eligibility 1{f they twice fail promotion to lieutenant
colonel (1:31).

™e present system makes competition for a limited number
of promotions an important esspect of delily job performence,
™is competitive atmosphere is created to improve the overal’ :
guality of the officer corps (1:33). T™e up or out function J——
serves not only to screen out the merginel verformers, but it
continues to evaluate the individual as he esins responsibility
commensurate with & higher rank, At the next ovromotion point
an individual who showed greet promise a8 n captein but wes
mareinal as 2 maijor cen be eliminated (1:33-%4), A very




important contrast can be made between the present military
system and a security oriented system such a2s the U.S. Postsl
Service., This type of promotion system lacks the vitality of
the present military system and suffers from many of the sare
i11s apparent in the Army prior to World War II,

DOPMA allows the Air Force to promote snd keep highly
qualified officers while maintaining the option of retaining
fully ouelified (thouch not promotable) officers as service
needs dictate, T™e most important functions of the present
system are that "it provides a youthful and viecorous officer
corps, and it permits orderly elimination of those officers
less qualified™ (1:25). ™ese two factors a2llow continuous
flow through the oromotion system for new officers and high
rank advancement for the best of them,




Chepter Three

THE CASE FCR RETENTION

WHY RETAIN

A The requirement to maintain s core of highly skilled,
. highly motivated, highly productive, and hieghly dedicated
professionals is nowhere more important than in today's
technologically advenced Air Force. The task of defending
the United States of America is 2 job for the brightest and
best our nertion has to offer. Our present promotion system
(DOPMA) insures advancement of our most highly oualified
officers and current policv provides continuation for fully L
guzlified officers who are not selected for promotion. (1:35).
This policy, although subject to short notice revocation,
has allowed the Air Force to keep a significant number of
experienced versonnel who would normelly bde lost through the T
up or out system (2:65), Maintsining this policy is an ]
important factor in the csse for retention. It hes a posi- L
tive effect on the morale of younger officers who are concerned 2
over job security and system inequities.(1:31),

Massive losses of pilots and navigators in the late 1970's R
cost the Air Force desrly in both experience snd training )
expense to fill the vacated ranks, We are now in a period .
of high retention, and this situation could be exploited by S
"banking" experienced personnel in case of another mess exodus :
(16:10). Indicetions of an improving economy as well as work
force demographice point to a2 shrinkine work force in the 18-22
ace grouv and increased competition from cornorate managers
who will also be after this povulation segment.(15:41).
Increased retention rates reduce dependence on acauisition
thereby reducing competition in the vouth job market, Inno-
vative idess in the area of force stabllization mey be the
snswer, Job enrichment, educational opportunity, enhenced
pay, fair prowotion prospects, and retirement security are
a1l part of the military benefit®s package which must be eddressed T

if we are to retain large numbers of qualified versonnel for
the future (5:41), How present Air Force leaders answer the

assaults on Air Force member benefits will certainly affect . fﬁi
readiness, retention, recruitrent, and even the wartime :
cavzbility of the force,
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PRESENT SITUATION AND POTENTIAL PROBLEMS

T™e present favorable atmosphere for keeping our best
people in the service has been brought on by a combination
of factors, The first of these factors is the increase in
attention to deferse needs by the present administration,
T™is has had a positive effect on the image of the
military es well as an overall positive impact on morale,
Another factor has been improved pay which boosted Air Force
salaries by over 304 in the past five years, ™is has been
a very positive force for retention especielly when considered
in conjunction weak U.S. economy since 1980, The state of
the economy is considered to de the single most important
factor affecting retention (7:2)., As the country entered
the recession in 1980, the job market for high vaying airline
and middle management jobs began to erode, 3By 1981 even the
market for technical expertise such as engineering was drying
up. T™e bottoring of the recession in 1982 followed by the
economic upturn in 1983 reveals a repidly imorovineg job market
(8:1), It would be indeed unfortunate if the Air Force should
experience large reversals in the retention progress of the
past few years.

Retention problems have laggzed economic upturns by several
vears, however, the Air Force has seldom managed these problems
in terms of forecast lossestmt has menaged based on recent
losses and present shortages in specific career fields (e,c.
engineer shortages in the 1070's (14:3%) and pilot shortaces
in the early 1980's) (15:41)., As the U.S. economy continues
to improve there could be more than a few big vears of pilot
hiring by the airlines, As their furlough pool draws down,
they will increasingly turn to the military to supply the
well treined pilots they need. WMiddle mensgers for industry
will a2l1s0 be reouired, and the Air Porce can expect recruitment
to reach into the officer ranks. This is not a new phenomenon,
but this time there is no excess of Vietnam ere officers to
"take up the slack" of industry hires. Forecasting potentizl
shortages and taking positive action to minimize the loss of
ocuality peovle is a chacllenge for mid-level and senior 2ir
Force Leadership,
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Chapter Four

ANALYSIS

PITOT CAREER FIELD

™e following cost analysis is intended to present finsn-
cial facte which will enhance management decision processes,
The anelysis shows the totsl investment (in 1987% dollars)
made by the Air Force in an officer who separates (or is forced
out) at the 6, 8, 10, 12, and 14 year points. This will bve
termed the revlacement cost., The analysis will slso list the
total investment (including retirement cost) for officers whe
retire at the 20, 2?5, and 30 year points., This will be terred
the retention cost. Retention costs have been ficured for
the grades of ceptain and m2jor to provide comperative figures
for the continuation proposition.

Pilot Acouisition Cost (0OTS) 9,000
Pilot Trsinineg (UP™) 258, 7FQ
Post UPT Training to Full Qualification 400,000
Inveatment Ooportunity Cost (Per Vear) 40,03%6

Replacement Cost:

6 Year Loss s 60 0000 737'701
8 Year LOBB L IR RN N Y 808.1?3
10 Year LOSS es 00000 878’545
12 Year 1oss ....... 948,967
14 Year loss ,..... 1,019,389

Retention Cost:
70 Year Retain (Retires as Lt Col) 1,810,K78

(Retires as kaj) 1,702,07@
(Retires as Capt) 1,570,178
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Pilot Retention Cost (Cont'd):

75 Year Retain (Retires as It Mol) 2,066,411
(Retires 2s Maj) 1,021,054
(Retires as (evnt) 1,757,548

20 Year Retain (Retires as Lt Col) 2,276,381

%Retires as ¥aj) 2,103,579
Retires as Capt) 1,20%,470

NAVIGAT™R CAREER FIELD

Novigator *cquisition Cest (0TS) 9,00n
Navigator Trzinine (UNT) 60, 502
Post UNT Trezining to Full Cuslification 100,000
Investment Opportunity Cost (Per Year) 10,170

Replecement Cost:

6 Year LOSS 6009000 294’02?
8 Yeer Ioss ....... 364,444
10 Year Ios8s ....... 434,866
12 Year LOSB oe s o0 e 5059288
14 Year I’OSS LI NI S ) 575’710

Retention Tost:

20 Year Retrin (Retires as Lt Col) 1,36F,587
(Retires 8 ¥ai) 1,257,988
(Retires as Cept) 1,126,087

2?5 Year Retzin (Retires as Lt Tol) 1,622,320
(Retires as Maj) 1,477,863
(Retires as (apt) 1,308,457

30 Year Retain gRetires as It Col) 1,832,290
Retires as Ma}) 1,659,488
(Retires as Capt) 1,456,379

11
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Engineer Acquisition Cost

In Unit Training Cost

ENGINEER T/AREER FIELD

Investment Opportunity Coat

Replacement Cost:

A Year
8 Year
10 Year
12 Year
14 Year

Retention Comst:

20 Year Retain (Retire
25 Year Retain é

30 Yeer Retain 5

1088 .eci0eee
Iloss _.0....‘
LOS8 ..veeee
LoS8 (..400e
1088 (00ceen

193,030
266,127
330,224
405, 321
473,418

as Lt Col)
as NMej)
as Capt)

as Lt Col)
as Maj)
as Cept)

as Lt Col)
a8 Maj)
as Capt)

12

(Weighted Average)

(Per Year)

1,247,080
1,138,077
1,015,619

1,490,228
1,344,887
1,180,677

1,687,613
1,513,447
1,332,286
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MAINTENANCE CFFICER CAREER FIRLD

Maint, Officer Acquisition Cost (Weighted Average) 37,500

Maint. Cfficer Trainine Course * 14,024
In Unit Treining Cost 12,172
Investment Opportunity Cost (Per Year) 3,822

Replacement Cost:

6 Year LOSS e 0 00 00 0 - 194’882
8 Yeer loss ....... 261,979
10 Year Lo8S ....... 329,076
12 Year Loss ,...... 396,17%
14 Year Loss ....... 463,270

Retention Cost:

20 Year Retain (Retire as Lt Col) 1,736,932
(Retire as Maj) 1,127,929
(Retire as Capt) 1,005,471

25 Year Retain (Retire as Lt Col) 1,480,080
(Retire as Maj) 1,334,739
(Retire 28 Capt) 1,179,529

30 Year Retain (Retire as Lt Col) +,677,465
Retire as Maj) 1,50%, 299
Retire as Capt) 1,3%22,17%8

* TPigure obtained from Chanute AFR Maintenence Officer School.
Individual officer cost wes for 1282, Infletion factor from

AFR 173-13 was applied to figzure cost in 1983 dollers. T
A11 figures used in this analysis (except as noted by .
asterisk) were taken Airectly from or were derived from L
* ‘-‘-'Aﬂ
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Chapter Five

SUMMARY AND DISCUSSION, CONCLUSIONS, ANM RECOMMENDATIONS

SUMMARY AND) DISCUSSION

Al though every economic, military, and political possi-
bility cennot be taken into account, this study assumes rela-
tive economic and political stadbility for the U.S. in the
foreseeable future as well as the success of the present nolicy
of deterrence through military strength. These and other
assumptions in this study were made to provide a base from
which to develop the analysis. The reality may be ouite
different, for, just as the Vietnam conflict, oil price hikes,
and economic fluctuations of the 1970's contributed to the
personnel problems previously noted in this study, the future
has precarious potential., Recardless of the difficulties of
the past and the unseen problems yet to come, it remains the
responsibility of Air Force leadership to deesl with these
problems while continuing to vrovide the best possible jefense
for the n~tion, Iong range, intermediate range, and near term
personnel plenning must fulfill this responsidbility.

This project is dedicated to assisting the planning vrocess
by providing retention and revlacement costs within a career
field and by displaying reletive costs between specialties,

The Air Force hos a need for field srade and general officers
in virtually all career fields. The number of officers in
each career field and for each rank is provided to personnel
planners, however, the actual numbers vary widely from the
reouirements, This is due to the wide fluctuations in hirine
oractices over the past two decades, The large influx of
rated officers during the Vietnam era followed by the post
Vietnam draw down and mass exodus of the late 1270's created
"bulges" which are difficult for personnel pleuners to force
into @ structured rank syster. To get the system back in
balance recuires a close look at promotion quotas, the present
policy of continuation, and possidle reductions in certain )
career fields. The analysis provided by this study shows the
cost of losine too meny officers ss well as the cost associated
with retaining more officers than are necessary in each of

the investicated career fields
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CONCLUSIONS

Correct personnel menagement 2nd retention policies provide
a continuous flow of qualified officers into the higher ranks
so that the lieutenant colonel who leaves the service is not
renlaced by a second lieutenant but by an experienced ma jor
(1:34), It is olso importent to remember that shortages in
critical skills such 28 wae experienced in the pilot ranks
in recent years are in fact made up by second lieutenants, 2n3
the 3ir FPorce lives with the experience gzap., How well the
officer corps is prepsred to meet future challenges will be
determined by the plenning decisions made by the personnel
management force of today.

The following figures are derived from the aneclysis in
chapter four, The figures will compare the life cycle cost
of replacing an officer versus the cost of retaining that same
officer through retirement (30 years will be used as the life
cycle). In these cases no experience factor will bde figured
into the results., Three replacement cases are listed for each
career field and two retirement cases are provided for the
comparison, Fach case describes a combination of replacements
which covers a 30 year period, The reader will notice that
compoundineg the investment opnportunity cost results in extremely
high replacement costs for the pilot career field.

Cost of Pilot Replacement Over a 30 Year Life Cycle:
Replace Every 6 Ye8rs .....cesesescesessescss 6,542,860

Replace Every 10 Yeare 0 00000 00000 Oes O e0 VS 3’688’08q

Remove at 14 Years/Replace Twice at 8 Yeers ., 3,405,821
Cost of Pilot Retention Over a 30 Year Life Cycle:

20 Year Retirement as 1.t Col plus
One 1N Year Replscement .,..cccecececeeecees 2,980,779

T
%0 Year Retirement (as It CO0l) .eeeecceecssesss 2,276,381 ;
(as Biaj) G000 0000000000000 ?’103’579
(as Capt) 0 0006600600600 0900 00 1,903,470 i
‘ Cost of Navigator Replacement Over a 30 Year Life Cycle: !L;;
Replace !ver.v 6 Years ® 0 6 6060000060 0048000080000 ?’412,56° A ]
Replace mery 10 Yeara ® ¢ 0 6056000 00008 0080069000000 1’744'111

Remove at 14 Years/Replace Twice at 8 Years .. 1,601,560 !—5f




Cost of Navigzator Retention Over a 30 Yeer Life Cycle:

?0 Year Retirement as Lt Col plus
, One 10 Year Replacement .....cccec00000000. 1,914,410

30 Year Retirement gas Lt CO1) veveveceecaeees 1,832,290
as "aj) ® o & 0 00 0 0 00 00 000 00 1’659'488
(as Capt) 6060060000000 00000 1'459’379
| Cost of Engineer Replacement Over a 30 Year Life Cyele:
Replace Bvery 6 Years ,.....cceo0cce0e000c0e0es 1,312,211
Replece Every 10 Yeers ,.....ccoo0ecceeecceees 1,177,130
l Remove at 14 Years/Replace Twice at 8 Years ,. 1,112,353
Cost of Engineer Retention Over a 30 Year Life Cycle:

?0 Year Retirement as Lt Col plus
One 10 Yeer Replacement .....ceeveeeeeeoes 1,632,852

! 30 Year Retirement (as Lt C0l) ....ecveesesess 1,687,613
' Eas Maj) LRI R N A A N I W ) 1’513’447
a8 Capt) 49 0000000000000 1’332’286

Cost of Maint. Officer Replacement Over = 30 Year life Cycle:

1 Replace Bvery 6 Years ......cccececseescccess 1,402,151 }
: Replace EVEry 10 YeSTS vuevvuvecesnoesnassanss 1,184,786 B

Remove at 14 Years/Replace Twice at 8 Years .. 1,120,575 :ff
l Cost of Maint, Officer Retention Over a 30 Year Life Cycle: ?fi;

20 Yesr Retirement as 1.t Col plus
3 One 10 Yesr Replacement .....cceecececsees 1,622,232

20 Yeor Retirement (as Lt COY) seeveeecaencess 1,677,465 .
as btaj) 0 0 0000020009 08 000900 1,503’299 T
98 capt) e % 0 08868069 8 %0 00 B 1,322,1%8

These figures were generated by the simple addition of
costs associated with the given situations for each career
field. The results for these cases lead to the conclusion .

thet it is more cost effective to retain pilots and navigastors

to retirement, however, replacement of engineers and meinten- ;

ance officers is the lower cost alternative., T™his would be an g

erroneous conclusion since a very importent factor is missing :

in this evalustion, 1]
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The factor vhich wns not accounted for in the previous
evarple wng experience, or, what will be referred to as the
lack of experience fector, This fzctor will now be ~pplied
to 211 figures in the 1ast example with the exception of the
30 yerr retirement crse, This is becsuse there is no loss of
experience if an officer stays in the service for the entire
30 vear life cycle. The exact worth of experience has seldom
been given a specific value in past studies because the precise
correlation of experience to correct decision makine and, thus,
to dollar savings has been a difficult factor to quantify.

This atudy takes a different loo% at how to define experience,
It is ouantified here as the cost to the U,S. Air Force to
retain an experienced officer versus the cost of an inexperi-
enced or less experienced officer. The cost is the difference
in pay between (for example) a major and a lieutenant to retain
the experience of the major. The Air Force is, therefore,
sacrificing that experience (i.e., that pay differential) when
an experienced officer is lost and a vounger officer with

less experience takes his place, The Air Force must pay a
premium for management and leadership experience, The present
pay scale takes this into account., This study will only use
this same pay scale to include a lack of experience factor

in the recomputation of replacement comts for the previous
examples,

Cost of Pilot Replacement Over a 30 Year Life Cycle:
Revlace EVery 6 Ye2r8 .vveceercsosccssesasens-6,051,184
Replace Every 10 YEPTS8 .vevicervossccscsnsesse 4,005,455
Remove at 14 Years/Replace Twice at 8 Years .. 3%,708,710
Cost of Pilot Retention Over a 30 Year Life Cycle:

20 Year Retirement as Lt Col plus
One 10 Year Replacelment .....ccecesesseess 3,167,709

3N Year Retirement (288 Lt COY) .veveecreocaees 2,276,381
(as Na’j) ® 6 0 800 08 000 90t 000 2'103’q70
(as Capt) ® 5 6060800008000 8 19q010470

Cost of Navigator Replacement Over a 30 Year Life Cycle:
neplace merv 6 Years ® 0 & 0 08 0 0 800 00 00 0P e s e o 2'820’805
Renlace mery 10 Years ® ¢ 0 & 0 00 6 20 002008 st e 0 0 ?'061.A79

Remove at 14 Years/Replace Twice at 8 Years ., 1,904,458
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Cost of Navig=tor Retention Over a 30 Year Life Cyvcle:

20 Year Retirement as Lt Col plus
one 10 Year Replecement ® 0 0 006000000000 0000 2'100’QA0

30 Year Retirement (@8 Lt C0l) ...cevevensseose 1,832,700
(as hqaj) ® 6 86060 0 0 0 ® 0 & & & 0 00 00 1 '650.488
(as ("ept) ® & 06008 0600900080000 1’459,179

Cost of Engineer Replacement Over a 30 Yesr Life Cycle:
Replace Bvery 6 Y@ATS ..viveccevcscccccasccss 1,720,537
Revlace Every 10 YearS ...ceeeecccscccsseccees 1,404,406
Remove at 14 Years/Replace Twice 2t 8 Years ,, 1,415,251

Cost of Enzineer Retention Over a 30 Yenr Life Cvcle:

20 Year Retirement as Lt Col plus
One 10 Yeer Replacement .e.ccecevececeecesess 1,819,382

30 Year Retirement (a& Lt CO01) vveeececoonocees 1,687,617
(8.8 l"aj) 0600060 0000000800000 1.513.4A7
(as Capt) 6060000 cs0e0s00000e0 1.‘!2’286

Cost of Maint, Officer Revlecement Over a 30 Year Life Cycle:
Replace Evervy 6 Years .....cececseescecocsssss 1,810,477
Revlrce Every 10 Y€8YS8 ,..ceveeccscsscssoscseeas 1,502,152
Remove at 14 Yeoers/Replace Twice at 8 Years .., 1,42%,47%

Cost of Maint, Officer Retention Over a2 30 Year Life Cycle:

20 Year Retirement as Lt Col plus
One 10 Year Revlacement ....ceceeeseesseee 1,808,762

30 Year Retirement (as Lt COl) ...veeeenceceese 1,677,465
PB Maj) e 0000 0000080008000 19503l?90
as Cant) ® 0 8 0 0002 00000 I 1’1??.138

Now that an experience factor hss been spplied to the
cese figures, the retention ontion is attrsctive for sll cereer
fields when compared to the situation which recuires replace- »
ment at six ‘ear intervals, Continuetion of ma jors and 'j
captains to ‘e 30 veer retirement voint also appesrs to de
attractive from a strict monetary verspective, To explain : .J
more clearly how these ficures were derived, there follows 2 o
sample of cost additives for the retention and replacement cases,
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Sample Tost Additives for Retention to Retirement: e

Training and Acouisition Cost
+ Pay and Allowances Through 30 Years of Service
+ Retirement Pay

Total Cost Over 30 Years

Sample Cost Additives for Replacement (e.z. Replace Everv 10 Yrs,): ; _}j
2 X Trainine and Acaquisition Cost ERRRRE

+ * X Pey and Allowances Through 10 Yesrs of Service O

+ % (Compounded) Investment Opportunity Cost for EBach o]
Additional Training Requirement 7 N

+ Lack of Experience Factor R
Total Cost Over 30 Years ]

The most obvious conclusion which can be drawn from the cost L;;;;

corparison in the cases which included 2 lack of experience .
factor is that retention is less expensive in the aspregate.
T™at is to say that in those instances where replecement is
more economical than retention it is not preponderantly so.

However, in the pilot example the cost of several replacemente ]

could be more than three times the cost of retaining one

officer for the entire life cycle (a cost in excess of four .

million dollars). .L~}
T™e reason for displaying the figures in a thirty year O

life cycle is to show the considerable monetary saving which At

can be realiged by continuing captains, majors, and lieutenant o

colonels to thirty years, To allow this to occur would reguire ..
a change to the present law (DOPMA) so that tenure could be Y
extended to thirty years for cradee below colonel, A further

brocdening of the present continuation policy would also be

required, Both of these points are politically sensitive as

was discussed in vrevious portions of this text, The fieures w T
speak for themselves, Any combinrtion of retention or o
replacerent cases can be calculated, How to apply these facte

and conclusions to future personnel challenges is the remainine
tovic for discussion.

; | RECO¥MENDA TIONS s

The following recommendations are based on what the author
considers to be the conservative findines of this anslysis,
The assumptions and frctors apvlied to the fizures in this
study may not aeree directly with the reader's viewpoint, RN
However, this study wes made so thet any factors or numbers (B
could de added, deleted, or chanced (so long as they are
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realistic with resvect to the actual personnel costs involved)
and the outcome of the anelvsis will be the sare, Wheot is the
cost of lost investment opportunity? What is the resl value
of experience? This study quantifies (albeit conservatively)
these factors. The recommended course of action should be the
same regardless of the factors used.

The recommendation is thet the Air Force should go to a
longer contract for all officer accessions, verticularly Air
Force Academy, ROTC scholarship students, pilot, and navigator
accessions where training costs are the highest. Any addition
to the commitment significantly reduces life cycle costs in
the form of additional training and accessions. An eizht vear
contract would not seem out of line for the level and the
expense of the training/educstion received.

The second recommendetion concerns the DOPNA provision which
reouires officers below the rank of colonel to retire prior +to
thirty years' service. There is an alternative to the either/or
proposition presented by those who champion seniority and by
those who favn™ the up or out system., Some portion (certeainly
less than ten percent in the grade of msjor and lieutenant
colonel) of those below the grade of colonel could be continued
based upon merit and service needs. Records of those wishing
to continue to the thirty vear voint would comnete yearly for
the limited number of slots., This would retain the best of
the Air Force experience pool while reducine trainine and
acouisition costs,

™e final recommendstion is to use this study in concert
with personnel surveys and feedback from the field to best
determine volicv implementation. Although sevine money is
an ever important factor in any decision, it would be to the
detriment of the Air Porce and the nation if dollars are saved
st the expenscse of readiness,
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