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ABSTRACT

This thesis will analyze the potential impact of Marine Corps junior officer/enlisted
retention if changes are implemented to the military retirement system. The research will
be conducted using a discrete choice analysis methodology that is often used to
differentiate factors that lead to decisions. Using an online survey, we will ask Marines
within their first term of enlistment or contractual obligations to imagine themselves at
the end of a contractual period and to make a choice between two proposed future career
benefit packages. Each participant will be asked to make a choice between several sets of
future career benefit packages. Through the use of multi-nominal logistic regression, we
will identify the level of impact on retention decisions after the subjects choose differing
attributes of a career package, which include retirement alternatives. Once data are
collected through the survey, we will be able to predict the outcome of different

retirement alternatives with a certain level of confidence.
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l. INTRODUCTION

A. BACKGROUND

The United States is facing a looming fiscal crisis due to many factors, but one significant
reason is the progressive increase in mandatory entitlement spending. With the potential of massive
cuts to these programs the Department of Defense (DoD) is considering a reduction in spending to the
military retirement system. Studies of changes to the military retirement system have been conducted
with the purpose of analyzing cost reduction, but Congress is concerned that recruitment and retention

could be affected if the perceived value of retirement is impacted.

As a nation that has a standing professional military, the United States has used a retirement
system as an incentive package to compensate those who serve. Since the military typically does not
pay the same compensation as the private sector for comparable jobs, it is vital to retain qualified,
trained and experienced personnel for sustainability. Spending 5, 10, 20 or even 30 years servicing
one’s country with the promise of a retirement package helps retain quality members in the military.
To further study the proposed changes to the military retirement system, the Chief of Naval Operations
(CNO) has tasked the Naval Postgraduate School (NPS) to study proposed changes to the military

retirement system.

In studying the current, proposed and other systems, NPS will then be able to provide detailed
recommendations to senior DoD leadership on the benefits and risks.  Ultimate changes to
the 50-year-old system will have far-reaching effects, but in our analysis, it will be clear that changes
are needed as the force has shifted its desire to have a retirement plan with choice factors that meet

many individual needs.

B. PURPOSE

This thesis will analyze the impacts of various proposed military retirement system changes to a
Marine’s decision of retention or separation at different positions in their service. In taking this
approach, our research has not eliminated any demographic of the Marine Corps and embraced a wide

range of opinions and decisions that impact various retirement aspirations.

This thesis reviews the military’s benefit package as it is today, and then proposes alternate
options for the subjects to assess that are able to be analyzed through regression. In doing this, we

discuss the theory of choice analysis and its importance in the study of retention choices of active duty
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Marines. The results of this research will provide leaders that are considering changes with information

about the career benefits most valued by Marines.

Our expectation is that senior leadership within the DoD will take this information and form a
well-based determination of a fair retirement compensation package. If lawmakers utilize the findings
and recommendations found in this study when changing the military benefits package, military
members will be more adequately cared for and be given more opportunity to provide for themselves
throughout their lives.

C. QUESTIONS
This research will address the following questions:

1) What factors drive retention, career designation and retirement within the Marine Corps for

Marines at different levels of service?

2) Do equitable career benefits packages impact first-term Marines’ decisions to separate or

further their careers?

3) What are the predicted effects to the Marine Corps if there is a change to the career benefits

compensation package?

D. METHODOLOGY

The method that our team determined best to meet our objective is to collect data through a
survey tool utilizing the choice analysis approach. Choice analysis is a statistical procedure that
analyzes choices made using a finite set of alternatives. A survey was designed with specific questions
that allow us to collect the correct data set surrounding perceived compensation packages. In executing
this approach, statistical models will produce results that will assist us in determining the factors that an

individual considers when deciding to retain in the military (toward retirement) or separate.

Participants of the survey will be asked to make a choice between several sets of hypothetical
future states of career benefit packages that portray varying benefit attributes including proposed
retirement changes. Each participant will choose between several hypothetical sets of future career
benefits packages. Through the use of advanced multivariate statistical analysis, we will estimate the
utility that different aspects of a career package play in retention. Resulting information from these sets
of choice attributes will be our supporting evidence to estimate the long- and short-term impacts on

retention/retirement.



E. LIMITS OF RESEARCH

The military’s promise of a pension after 20 years of dedicated service has always been a key
element noted by service members as a reason they choose to retain and ultimately retire. This is
critical to understand by DoD leadership and our elected officials. What choices and underlying issues
that drive an individual to come to such a decision is paramount; however, not all factors can be
addressed in a single study or survey. We are unable to assess possible changes to conditions that may
affect survey responses in the time period that the survey is available for data collection. Examples of
this are changes to monetary compensation, other non-monetary benefits and retention rates during the

drawdown of forces in support of Overseas Contingency Operations (OCO).

It is important to note that the military retirement system is designed to provide services not
only to active duty retirees, but also to reservists, disabled veterans and eligible survivors of deceased
retirees. Our study focuses only on the active duty component of military retirement and does not

include data from disabled or reservists.

Despite the research, time and dedication that our team puts into this project, we realize that
notable discoveries may not be definitive. We also realize that an individual’s choice factor or attribute
may or may not affect the individual’s personal choice to retire. Finally, we also realize that senior

Marine Corps leadership may not accept our conclusions.
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Il. LITERATURE REVIEW

A. OVERVIEW

Retirements costs for the U.S. military have increased by 63 percent over the past 10 years, and
numerous studies have been conducted on military retirement reform as a result (Department of
Defense, 2008). The rapid increase in military retirement expenditures was primarily due to increasing
health costs and the overall size of the retiring force. More recently, reform for military retirement has
become a popular topic on Capitol Hill after the Budget Control Act of 2011 prescribed a $500B cut in
defense spending. Commissions tasked with proposing changes within the military retirement system
have struggled with determining how military retirement reform can occur while attracting and
maintaining a quality all volunteer force. A major fault in these studies is the lack of interest in what
attracts members to the military and what shapes their desire to stay until retirement. We believe that
we can help identify what compensation benefits are important to military members by studying
choices made through a choice analysis model and regression analysis. In order to accomplish this, we
will first review the current military retirement system, then its proposed changes, and finally literature

written about previous choice analysis studies.

B. CURRENT MILITARY RETIREMENT SYSTEM

The current military retirement program, created in 1948, is a compensation system that
includes both monetary and non-monetary compensation that was created in 1948. This post WWII
system was created with the intent of providing an incentive for senior military members to retire after
20 years of service. Congress passed the retirement reform with the belief that most military members
would still want to stay in the military until their 30-year mark and receive 75 percent of their base pay
(Department of Defense, 2008). The payout portion of the retirement system comprises nearly half of
the system’s expense. Once a military member retires with 20 years of service the member will
immediately receive a monthly annuity for the rest of his life. The annuity is calculated with a simple

formula of 2.5 percent multiplied by each year of service.



Years of service 10 15 20 21 22 23 24 25 30 35 40 41

Final Pay 25%|37.5%|50%|52"2%|55%|57 /2%|60%622%|7 5%|87 .5%|100%|102"2%
lHigh-36 25%|37.5%|50%|522%55%|57 2%|60%|622%|T 5%|87.5%|100%|102"2%
IREDUX* INIA |NIA 40%}43"2% 47 %|50"2%|54%|57 2% 5%|87.5%|100%|102"2%

Table 1.  Retired Pay Multiplier Table (From Under Secretary of Defense, Personnel and
Readiness, 2012)

Another concern during the 1940s that drove Congress to change the retirement system was the
belief that knowledge and experience gained from military service was not easily transferred to the
civilian sector. The Defense Business Board (DBB) says that “the system was designed in an era when
life spans were shorter, draft era pay was substantially less than civilian sector pay, second careers were
less common, and skills acquired during military service were not transferrable to the private sector”
(Defense Business Board, 2011, p. 2). This finding by the DBB identified the progressive shift in
transferrable skills gained by military service, which now provides an easy transition to a second career

within the civilian workforce.

Currently, the annual retirement system payouts have grown to an expense that costs
$52.2 billion, or seven percent of the annual department of defense budget (Department of Defense,
2008). Monetary retirement compensation now accounts for nearly half of the expense within the

retirement system.



Military Retirement Trust Fund Under Current Plan

Today
14,000 6,000
FY11* ° 2
DoD Service $12,000
- $5,000
Payment $19.8 $42.3 / .
v w
Treasury ‘5 S
Service 4.8 102 2 Fin/oua £
Payment 3 3 0 - $4,000 @
= £
Treasury 2 $8,000 A
Interest $21.8 $149.8 = -
Payment = - $3,000 2
o o
Treasury _4__'0 $6,000 5
Unfunded 'g g
Liability $61.4 $14.8 3 - $2,000 @
Amortization = 54,000 =
Payment > =
= =
Total Federal $2,000 - $1,000
Government 107.8 217.1 ’ 54
o s s ‘{/\____/
Fund Liability $1,269.9  $2,720.3 R e R A 1)
O < 00 N W O < 0N WO < 0NN WO <
2000888833888 886¢56
*Numbers are in billions fadaadaaaaaaaasaad
Assumptions: Fiscal Year
* \Vestingyear 20 y b ] .
s ‘Averspatantiibitionissatsot ot Trust Fund Liability Total Federal Government Cost
payroll | Source: OSD Office of Actuary |

Figure 1. Military Retirement Trust Fund Chart (From OSD Office of Actuary, 2012)

Non-monetary compensation includes medical coverage, education and quality of life benefits
that are free to the retiree for the remainder of the member’s life. Expected annual increases in cash
benefits and health care will continue to drive the cost of military retirement unless the system is

changed.

Since 1948, the “redux” and “High-3” plans have been implemented to reduce the downward
pressure caused by increasing costs, but the system has still remained a ldefined benefit type of
compensation.  In September 1980, Congress implemented the FY 1981 National Defense
Authorization Act that required retirement compensation pay to be based off of the member’s average
pay from the last three years of service. Again, in 1986, Congress enacted the redux plan, which
provided an option for active duty members to receive a lump sum of $30,000 at the 15-year mark. In

exchange, the military member would be required to complete 20 years of active duty and receive a

1 A predetermined retirement compensation annuity specified by the employer.
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slight decrease in retirement pay. This plan was popular in the 1980s, when the plan was first implemented,

but the cash amount has remained $30,000 and is less attractive due to inflation of the dollar.

C. PROPOSED CHANGES TO MILITARY RETIREMENT

Since the current military retirement system’s inception, Congress and the DoD have conducted
several studies and research surveys to determine the most appropriate way to change and update the

military’s retirement system (i.e., the Quadrennial Review of Military Compensation).

The studies that we chose to review propose many changes. Some of those proposals include
modifying the current required 20 years of service before retirement eligibility to an increased 30 years
of service, except for combat personnel. Another recommendation posed a change from a salary-based
pay system to a more incentivized pay compensation plan, and a three-part mandatory retirement plan.
Other recommendations were previously proposed, but change has not occurred due to the sensitivity of
the topic within Congress and other elected officials. Sensitivities toward the study are not only
politically driven, but the studies were hinting the possibility that changes could dis-incentivize the
military and have a negative effect on recruiting and retention. A quote from one study goes on to say
that implementation of certain recommendations could potentially lead to an immediate “unacceptable
degradation of middle and senior management, in terms of both numbers and quality” (The Library of

Congress, 2007, p. 9). We will explore some of the recent reviews and proposals in more detail:

1. The Tenth Quadrennial Review of Military Compensation

The Tenth Quadrennial Review of Military Compensation (QRMC) is a report created for the
President of the United States under federal law (Department of Defense, 2008). The QRMC report
was initially created in 1965 for the purpose of “a complete review of the principles and concepts of the
compensation system for members of the uniformed services” (Department of Defense, 2008, Preface).
The intent of the report is to ensure that funds collected from taxpayers and subsequently spent on the
military, are spent most conservatively and efficiently while maintaining highly qualified personnel.
The report is published to the President every four years, with the most recent report being this report,
the tenth version, printed in 20009.

The report started its position by identifying the military compensation system as a complex
package of cash, deferred, and noncash benefits. It also explains statistics relating to the expense of the
military retirement system in both monetary and non-monetary terms. The report also discusses how it

finds the current system as inequitable, inflexible and inefficient. It is inequitable to those unable to

8



take advantage of any retirement benefit before 20 years in service, inflexible to the intra-service
personnel planners due to their unwillingness to release personnel near their 20 year retirement mark,

and inefficient as deferred compensation that costs more to the Government than its actual value.

The report finally discusses its recommended changes to the military retirement system. Those
changes include; delaying the defined contribution portion of retirement to 60 years of age, creating a
defined contribution, by which the Government pays 5 percent to a 401k type personal retirement fund,
gate pays which payments are given to military members at milestones within their career, and finally

separation pay.

2. Defense Business Board

With budget restrictions at the forefront of executive leaders’ minds, the Secretary of Defense
tasked the DBB with further investigating feasible options to reduce the cost of the military retirement
system in May 2010 (Defense Business Board, 2011). The DBB then created a Task Force called the
“Military Retirement-Alternative Plans” Task Group. The Task Group gathered data by interviewing
senior leadership, officials and academics and reviewed proposals from previous military retirement
working groups within the DoD. Once the data were analyzed, the Task Group created a report and
presented their findings in the summer of 2011. The report will be used within this thesis in order to

identify and cite recent military retirement reform proposals and findings.

The Task Group presented many findings within their report that are similar to the findings
presented to the President by the QRMC. The Task Group identified the current military retirement
system as unfair due to the fact that the only population able to take advantage of retirement is those
that complete 20 years in service. The report also addresses the limited flexibility of the current system
and how qualitative changes can have a great impact on its flexibility while reducing cost and possibly
increasing attractiveness. Lastly, the Group found the current system to be unaffordable and

increasingly unsustainable.

The Task Group’s intent was to deliver sustainable recommendations that will enable the
retirement system to be fiscally achievable, while recruiting and retaining the highest quality personnel.
Unfortunately, the board did not survey active duty personnel, although they recognized the importance
of retirement benefits to maintaining and recruiting an all-volunteer force. The Task Group
recommended a change to both the monetary and non-monetary benefits package. Monetary benefits
would be provided through a defined contribution controlled by 401k type retirement accounts. The

Task Group also recommended reducing non-monetary benefits by increasing health co-pays and
9



reducing access to other non-monetary benefits. The Task Group also stated that military retirement

pay is comparatively better than the private sector.

When the study was published, the response from the operating forces was negative, as the
board seemed to take away everything that members view as important. The report states that an
individual receives 40 years of retirement pay for only 20 years of service, but what is neglected in the
verbiage is what costs are endured by Marines and other members during service — hardship,
deployment and family separation.

3. CNA Report

Anticipating a sweeping change to the DoD budget and military retirement system, the Vice
Chief of Naval Operations (VNCO) tasked the Center for Naval Analyses (CNA) to study the
retirement reform proposals developed by the Office of the Secretary of Defense (OSD) and examine
how potential changes to the military retirement system could affect Navy costs and personnel (Grefer,
Phillips, & Shuford, 2012). The CNA report was created as a response to the DBB report mentioned
earlier. The CNA designed the model used within the report to predict changes in retention once
changes to the retirement system are implemented. The model is also designed with flexibility so that
data can be changed within the scenario to predict short term, or long-term effects on retention. The
report is solely designed to anticipate the greatest cost savings to the Navy by modeling the value of
retirement in terms of Net Present VValue (NPV) against anticipated changes to the retirement system.

D. CHOICE ANALYSIS LITERATURE

Choice analysis is the study of the psychological stimuli of utility-maximizing behavior by the
decision maker. The choice analysis model is derived by analyzing differing stimuli that are provided
by the decision maker after a series of questions are asked in the form of factors and attributes. To our
knowledge, choice analysis has not been used to study what choices drive a potential recruit to join the
United States military, or retire once on active duty. We will utilize discrete choice analysis as a tool to
better understand what truly is important to active duty Marines, and create a unique perspective that
will be useful to senior decision-makers within the Marine Corps. The following are literature that we

will use to help guide our research:

1. “Discrete Choice Methods with Simulation” (Second Edition)

This book was written with the intent of defining the new generation of discrete choice methods

(Train, 2009). Dr. Train has written over 60 articles and 3 books on economic theory and qualitative
10



choice analysis. This version introduces advanced modeling theory including logit, Generalized
Extreme Value (GEV), probit and mixed logit. The models described in this book will assist the thesis
greatly as a reference for advanced formulas and discrete choice framework. The frameworks
discussed in this book help ensure that the data collected fits within the required characteristics.
Characteristics of the choice set must be mutually exclusive, exhaustive and finite. This book defines
the characteristics in great detail to ensure that the survey instrument is efficient and the survey
instrument can correctly collect the data.

2. “Unlocking the Secrets of Customers’ Choices”

The Cornell Hospitality Report (CHR) released a journal called “Unlocking the Secrets of
Customers’ Choices” that was written with the intent of designing and evaluating product and service
bundles for food-service and lodging businesses (Verma, 2007). The customer choice modeling used in
this study shows how different market segments react to features offered by businesses. The report is
interesting because it is designed to maximize profit by ensuring that customers are attracted to
businesses by being provided the most utility in their decision making process. The hospitality and
service industry requires that customer’s preferences are attended to on a daily basis, which differs
greatly from military compensation, but can be useful if lessons learned from the hospitality industry
are applied to military benefits packages. Before choice analysis was applied to the hospitality
industry, customer satisfaction was normally determined through surveys. These surveys had limited
accuracy because of the respondent’s lack of interest in the survey and subsequent speed that the
respondents would complete the survey with little regard to the quality of their answers. This CHR
report aims to provide details of the successful application of choice analysis in two real life scenarios.

The details also identify what drive’s the customer’s willingness to pay in each scenario.

3. “Predicting Customer Choice in Services Using Discrete Choice Analysis”

The IBM systems journal released a paper describing the execution of discrete choice studies for
the customer service industry (Verma, 2008). Several examples are used within this paper showing the
benefit of using choice analysis when studying the needs and preferences of service customers. This
paper is valuable to the thesis because it introduces the concept that customers do not have a propensity
to spend money on a product, but the propensity lies within the utility that the product provides to the
customer. Also discussed in this journal is the possibility of combining choice modeling results with
econometric models making an interrelated managerial decision making simulation with the intent of

triangulating results and developing a deeper understanding of customer’s choices. These discussions
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are valuable for this thesis by providing a deeper understanding of multiple model integration and the

caution required to isolate statistical differences.

4. Employee Choice Modeling: predicting Employee Behavior under Varied
Employment Conditions

This article discusses employee choice modeling and uses an example of its application with the
Australian Army (Jans, Frazer-Jans, & Louviere, 2001). The Army conducted research in order to
modify its employment system from a long-term job security system to something more flexible. The
research was conducted to answer four questions that ranged from acceptable alternatives, moral
acceptance of change, occupational vs. institutional culture, and acceptable compensation. The survey
was conducted throughout the Army by trained survey coordination Officers. The features and
attributes were created after reviewing previous studies and by incorporating recommendations from
focus groups. Once the data was collected, an ordered probit model was created and analyzed. The
results found that a specific set of factors and attributes, on average, was favored by all ranks. Two
major factors that were highest throughout the survey were job satisfaction and promotion expectations.
Although the results were successful in determining which package was most favored, the Australian
Army has not incorporated the change since the other branches of the armed forces have not conducted

a similar study.

E. SUMMARY

In summary, the cost and benefits associated with military retirement have been extensively
researched. The reports used within this thesis have been chosen because of their recent results and
recommendations, along with the applicability to the study of this thesis. To our knowledge, discrete
choice theory has not been used to analyze the true utility from an active duty member’s perspective, so

careful consideration was given when choosing which materials to use for this thesis.
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1. METHODOLOGY

A OVERVIEW

As we projected, possible outcomes of the hypothesis in this study, our team felt that these
projections would need to be influential to senior Marine leadership, thus we determined conducting a
survey was the best method for achieving such results. Administering a survey will produce the most
realistic and unbiased results as participants consider a retirement compensation package that is
equitable to their needs. The question on choices that drive an individual’s resolution to retain, separate
or ultimately retire from the Marines or any other branch of service is an approach that we believe has
not been considered in past research. Regardless of previous studies and derived conclusions, the
methods that were utilized did not seem to be tailored towards a service member’s utility, but rather the

needs of the DoD hence the results were one-sided.

To qualify as participants in our study, each volunteer was required to be an active Marine and
have access to the Internet for connectivity. The duration of the survey was approximately
10-15 minutes, and volunteers were required to answer a series of questions that eventually produced a
choice model for overall statistical data. Our team used precautions to ensure that survey volunteers
were free of influence by any higher authority. We wanted a volunteer population whose desire was to
have a positive impact on any future changes to compensation packages, not to satisfy senior

leadership.

Anticipated benefits from this study are that senior Marine and DoD and other possible decision
makers will better understand the choices that their troops make, why, and how those factors could
impact retention. Table 2 outlines choice attributes and factors that our team developed for the survey.
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Choice Factors

Attribute
1

Attribute
2

Attribute

2
R

Attribute 4
(if applicable)

Retirement Pay

no retirement

10% of base

20% of base

30% of base pay

pension pay pay
R 3% of base pay | 5% of base pay | 7% of base pay
Thrift Savings Plan / 401k EONEmn contributed in contributed in contributed in
contribution e i i
addition to pay | addition to pay addition to pay
Contiuativiy no continuation 3 months of 9 months of 18 months of
Bijnus base pay base pay base pay base pay
(at 15 YOS)
l‘letu'eu}ent no separation 1 year of base 2 year of base 3 year of base
Separations a B o a
Pay pay pay pay pay
5% co-pay for | 10% co-pay for | 15% co-pay for
Retirement all service all service all service
Medical Benefits 1o co-pay members and members and members and
dependents dependents dependents

Retirement Insurance
Co-Pay Cap

no co-pay cap

$1,500 co-pay
cap annually

$2,500 co-pay
cap annually

$3,500 co-pay
cap annually

Active, Duty Station

no choice of

choice of some

choice of all

Choice future duty future duty future duty none
] stations stations stations
Active, Tuition Assistance upta 330008 upto¥i00a opito:$6000 4 none
year year year
0,
; ; ; BAH 10% BAH matches BAH oz
Active, Basic Housing higher than
lower than local local cost of none
Allowance . T local cost of
cost of living living 5
living
lower than the same as higher than
Active, Future Pay Raises | civilian wage civilian wage civilian wage none
pay raises pay raises pay raises
10% 1 th th 10% hi
Civilian Job equitability 0 9wer " & s'ame a § 1‘gher
. - equivalent equivalent than equivalent none
(education / experience) Sty e P T
civilian jobs civilian jobs civilian jobs
Table2.  Choice Attributes and Factors

As participants chose from the predetermined choice factors, which were in the form of a
question, subsequent interrogations were then posed. As the member selected the attributes that were
most desirable to them, the survey applied advanced statistical inferences to derive the member’s

optimal utility of a compensation package.

Table 2 is an example of how the choice analysis questions were presented to our volunteers for
a decision. A glossary and index were provided to the participants to clarify any topics or words that

could have been confusing or misleading.
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Assume that you have only the following career benefit systems to choose from, please indicate which of the choices you
would prefer (you may 3lso indicate "neither”). You may assume that any criteria not specified below is the same for each
alternative presented.” Click here to see the definition of some terms.

Concept 1 Concegt 2
Retirement Payment 50% of base pay No retirement pension

Thrift Savings Plan / 401k 7% of base pay contributed in No government contribution
addition to pay

Continuation Bonus at 15 18 months of base pay 9 months of base pay
Years of Service
Separation Pay 3 years of base pay 2 years of base pay
Medical after military 5% Co-Pay for all No co-pay
retirement servicemembers and
dependents
Post retirement insurance $2,500 co-pay cap annually No co-pay
co-pay cap
Choice of duty stations Choice of all future duty Choice of some future duty
stations stations
Tuition Assistance Up to $6,500 a year Up to $10,500 a year

Basic Allowance for BAH 109% higher than local cost BAH 10% lower than local cost
Housing of living of living

Future payraises The same as civilian wage pay Lower than civilian wage pay
raises raises

Pay compared to civilian The same as civilian jobs Lower than civilian jobs
jobs requiring same level
of experience and
education

( (

I would choose I would choose
Concept 1 Concept 2

Neither

Figure 2. Example of Choice Analysis Survey

B. DATA COLLECTION

The survey instrument was utilized in order to obtain a representative sample of the Marine
Corps total population to estimate choice factors that are important to the entire service. For statistical
significance, samples of more than 100 volunteers were needed, but our goal was to have anywhere
from 500-1,000 members participate. Collection of the web-based data were executed on a secure NPS
server in order to ensure DoD security compliance and ease of access. The endorsement and approval
for collecting a large and impartial population was received from Headquarters Marine Corps,
Manpower and Reserve Affairs (M&RA). The endorsement from M&RA was critically important to
support the research to ensure the publication and dissemination of results and possible utilization for

manpower requirements throughout the Corps.

There are three broad steps in collecting this type of data. First, a list of choice factors that we
felt influenced a customer’s choice was compiled. Then, those drivers were outlined differently in
order for the choice factors to form inferences (Verma, 2008). For this thesis, we used general

attributes that were recommended by previous retirement reform working groups with only slight
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modifications and assumptions. Once the list of choice drivers was finalized, experimental design
techniques are used to develop many realistic versions of service offerings by systematically creating
orthogonally distinct combinations of the drivers. Finally, choice experiments were constructed that

asked respondents to select one out of two options available to them in a series of choice sets.

The choice sets that were used within the survey were chosen by experimental design principles
in order to ensure that all levels of attributes were utilized, as required in orthogonal design. Within the
survey, the participant was asked to choose which group of attributes they liked. Each question was
repeated with a different set of choices after attributes were shifted with a different combination of level

within each attribute.

C. CHOICE ANALYSIS MODELING

The choice analysis method of data analysis is an experimental design methodology. The reasons
that people make choices are very complex, but theorists believe that very few attributes of these choices are
used when making a decision. The choice analysis method quantifies a weight that a population puts on
attributes for a specific choice. These and other techniques are all quantitative tools that assess drivers that
are believed to be essential in each member’s decision (Verma, 2007). Great care is required when
applying these procedures in order to ensure that all determinants are identified, expressed and

understood by the participants of the survey.

By executing the discrete-modeling approach, we will apply the attributes of choices between
options that are less cohesive but most influential to the individual. This method is very subtle and not
recognizable to the volunteer, but the data that the survey collects is contributory in the understanding

of achieving maximum utility.

D. REGRESSION ANALYSIS

Regression analysis is a statistical tool designed at determining the relationship strength between
independent and dependent variables. Our approach was one of a multinomial basis where data was
collected from the survey with many independent variables, which were the choice factors. With this
multinomial data we ran a regression model in order to determine which dependent variables (the attributes)
were driving a member’s decision. Once all the regression applications were analyzed and complete, we
created a choice matrix that will predict the probability of a Marines choice of retention, separation and/or

retirement and various combinations of choices for different subsets of the population.
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E. SUMMARY

This chapter briefly discusses the method we used to collect and analyze the data to answer the
primary research questions. In determining the best way to assist the Marine Corps in its military
retirement reform research, we realized that choice analysis, to the best of our knowledge, had not been
utilized. NPV and other cost-savings techniques had been researched, but those studies were in the
effort of long-term cost savings. Because of this, we felt that choice analysis would be most beneficial

to the Marine Corps.
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IV. DATA ANALYSIS

A. OVERVIEW

As we looked at the data and transformed it into information, our goal was to draw clear and
concise conclusions. In doing this, our team made an effort to let the results speak for themselves
without modification. This approach was one of objectivity to ensure that our own opinions and
individual assumptions were not influencing the facts behind the numbers, whether for the betterment
of service members or the DoD/government. Our reasoning behind this agreed upon approach was to
negate possible emotions that may be present when one addresses the issue of compensation, retirement
or benefits. An example of not applying this sentiment is seen in our Congress today as our elected
officials have an extremely difficult time finding programs, resources, and other government platforms
to cut. Whether military or civilian, the elements in this research are important to all thus we took an

independent look at all the evidence before deriving conclusions.

It was also critically important to understand that the results in this chapter represent a sample of
the active duty Marine Corps officer and enlisted population. This sample also represents Marines at
every stage in their careers, and at different ages within those stages. Our team did not want to simply
conduct a review from the bottom-line data so that we could form recommended courses of action
(COA); we wanted a thorough analysis with a fair look at the numbers. Developing the COAs is
important, but our team did not want to lose sight that real Marines took their time to volunteer for this
survey and their choice took thought and consideration.

B. DESCRIPTION OF PARTICIPANTS

Participants of our study were diverse and represented every portion of active duty Marines. The
total number of those that volunteered for our research was 1,421; however after close analysis six of
those members’ data had to be discarded due to inconsistencies in their rank, time in service, age and
other factors. After removing the data points that were found unreasonable, our total sample size

equaled 1,415. Figure 3 provides further details of our sample.
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Survey Sample by Pay Grade

* 1 General Grade Officer
participated in the survey =
<1% of sample

Figure 3. Survey Sample by Pay Grade

As Figure 3 depicts, both officers and enlisted personnel were represented from all pay grades.
With this range of proportionality in the sample, we are confident that the results of the choices will
embody the population as a whole. However, more importantly, we have a large and diversified

enough sample to compare the results of groups with one another to understand differences in
preferences across pay grades.
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Marital Status of Participants

350 ¢

300 €

250 €

200 £

150

100

50

D r

E1-E3 E4 - E5 E6-E9 01-03 04 -06 07 - 010

M Single, Never Married ™ Married / Partnership M Divorced M Separated ™ Widowed

Figure 4. Marital Status of Participants

Figure 4 identifies that the samples taking our survey are mostly married Marines. When
queried, our sample showed that 62.5 percent were married. This percentage of married respondents
within our sample is what we would expect from the population in whole. Early career enlisted
Marines in our sample are mostly single, but the possibility of Marines in our sample becoming married
increases as they progress through the ranks. Officers in our sample are more likely to be married, even

at their early career, due to the education requirement and subsequent older age upon commissioning.
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Survey Sample Education Level

Postgraduate Deg

Some Postgrad

College Graduate

Tech / Trade School

i bl

Some College

H.S. Graduate

SomeH.S. |
|

0.0% 5.0% 10.0% 15.0% 20.0% 25.0% 30.0% 35.0% 40.0%

Figure 5. Survey Sample Education Level

Figure 5 provides a visual depiction of the level of education obtained by the respondents. The
respondents were asked to provide the highest level of education that they have received. We found
that 33 percent of the sample possesses a college degree, while approximately 42 percent have at least
some college. These statistics are consistent with what we would expect from our population of
Marines. These data further help explain that our sample is well diversified, unbiased, and sufficiently

represents the population as a whole.

C. RESULTS
1. Concept Comparison

In the concept comparison portion of the survey, respondents were asked to choose between
hypothetical military benefit concepts that were made up from the eleven factors that were discussed in
Chapter three. Each choice set contained two concepts and respondents were asked to choose which
concept they would prefer; if neither concept were appealing, respondents could select “neither.” Each
concept contained all eleven factors with varying levels of attributes. The respondents saw a
combination of six choice sets; choice analysis was used to ensure that each attribute was distributed
utilizing an experimental factorial design. Each attribute of the factor in question was displayed an

equal number of times throughout all experiments taken by the sample; this means that not all
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participants saw the same six choice sets. The following figure is an example of a question posed in

this portion of the survey utilizing a factorial design.

Assume that you have only the following career benefit systems to choose from, please indicate which of the choices you
would prefer (you may also indicate "neither”). You may assume that any criteria not specified below is the same for each

alternative presented.” Click here to see the definition of some terms.

Concept 1 Concept 2
Retirement Payment 30% of base pay No retirement pension
Thrift Savings Plan [ 401k 5% of base pay contributedin 3% of base pay contributed in
addition to pay addition to pay
Continuation Bonus at 15 Mo continuation base pay 18 months of base pay
Years of Service
Separation Pay Mo seperation pay 1 year of base pay
Medical after military 10% Co-Pay for all 5% Co-Pay for all
retirement servicemembers and servicemembers and
dependents dependents
Post retirement insurance $2,500 co-pay cap annually $3,500 co-pay cap annually
co-pay cap
Choice of duty stations Mo choice of future duty Choice of some future duty
stations stations
Tuition Assistance Up to $10,500 a year Up to $6,500 a year
Basic Allowance for BAH 10% higher than local cost BAH 10% lower than local cost
Housing of living of living

Future pay raises The same as civilian wage pay Higher than civilian wage pay

raises raises

Pay compared to dvilian The same as civilian jobs Lower than civilian jobs
jobs reguiring same level
of experience and
education

s \J \
I would choose I would choose Neither
Concept 1 Concept 2

Figure 6. Concept Comparison Survey Example

Theory behind this type of survey design suggests that it is normal for the respondent taking the
survey to narrow in on only a few factors or attributes that are most important to the individual. This
occurs because humans utilize a heuristic method when making choices between complex alternatives;
we tend to focus on what is most important to us and easiest to use when comparing alternatives. In
this way, the most important factor will reveal itself when faced with a number of choice sets to
contemplate.

After the data collected, we calculated scores for the overall sample through multi-nominal
regression. Coefficients were estimated individually for each of six different segments based on time in
service and by enlisted or officer. We calculated the range of attribute utility for each factor; the
greater the range within each result identified the higher amount of importance in making choices to

each respondent. These ranges were then scaled to 100 providing a measure of average importance for
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each factor for each segment. The data show that retirement is overwhelmingly most important for all

segments, but there are considerable differences across segments, as we will show in the next section.

Averapge Importance by Sepments (Enlisted)

FACTOR| ELI-%with 0-4 years EL-% with 5-12 years E1-% with 13+ years Uverall Sample

Retirement Pay 2791 709 4460 IT.TR
Thrift Savings Plan / 401k 7.6 7.0 6.73 7.22
Continuation Bonus at 15 Years of Service 6.52 5.95 5.02 5.76
Separation Pay 654 6.02 5.34 5.84
Medical afber military retirement 6% 5.68 5.63 .00
Post retirement insurance co-pay cap 6.93 608 5.65 .04
Choice of duty stations 6.37 5.51 4.13 5.24
Tuition Assistance 681 4.97 363 488
Basic Allowance for Housing T.0% .44 6.02 .54
Future pay raiscs 6.75 h.4a8 b4l 6,28
Pay compared to civilian jobs 10.50 H6H 6.77 K43

TOTAL 100,00 100,00 100,00 100,00

Averape Importance by Segments ((Officer)
FACTOR| OL-10 with (-4 years | O1-10 with 5-12 years | O1-10 with 13+ vears Uverall Sample

Retirement Pay 35.57 42.51 47.16 IT.TR
Thrift Savings Plan / 401k 788 742 6,75 7.22
Continuation Bonus at 15 Years of Service 6.15 5.4% 4491 5.76
Separation Pay 6.10 543 4.93 5.84
Medical after military retirement 6.17 5.66 5.34 .00
Post retirement insurance co-pay cap 5.36 544 5.36 .04
Choice of duty stations 5.6% 494 196 5.24
Tuition Assistance 4.83 192 3.21 458
Basic Allowance for Housing 6.84 ha8 6.17 .54
Future pay raises 5.85 5.37 5.6 .28
Pay compared to civilian jobs .56 T.30 653 K43
TOTAL 100,00 100,00 100,00 100,00

Table 3.  Concept Comparison Average Importance by Segments

In order to more fully compare responses across the six different respondent segments, we
standardized the data by dividing each segments score by the overall sample’s score in each factor
(row). In this conversion, each segments factor score is a percentage of the overall sample’s score for
that factor. This allows us to compare each segment’s score to other segments’ scores within each
factor (but not across factors). Any number less than one means that the factor was less important and
any number above one means the factor that was more important in comparison to the entire overall
sample. The standardized data helps identify the differing level of importance for each row by viewing
numbers higher/lower than one. The further the number is away from one, the more different the
segment is from the overall sample for that specific factor. In the Table 4, we will be standardizing the
data and charting the differences between the factors in order to identify the factors with the most

disagreement across segments.
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Sample percentage in comparison to the average mean (Enlisted)

FACTORS| E1-9 with 0-4 years | E1-9 with 5-12 years | E1-9 with 13+ years Range
Retirement Pay 0.74 0.98 1.18 0.44
Thrift Savings Plan / 401k 1.06 0.98 0.93 0.13
Continuation Bonus at 15 Years of Service 1.13 1.03 0.87 0.26
Separation Pay 1.13 1.03 0.91 0.21
Medical after military retirement 1:15 0.95 0.94 0.21
Post retirement insurance co-pay cap 1.15 1.01 0.94 0.21
Choice of duty stations 122 1.05 0.79 0.43
Tuition Assistance 1.40 1.02 0.74 0.65
Basic Allowance for Housing 1.08 0.98 0.92 0.16
Future pay raises 1.08 1.03 1.03 0.04
Pay compared to civilian jobs 125 1.03 0.80 0.44

Sample percentage in comparison to the average mean (Officer)

FACTORS| O1-10 with 0-4 years |O01-10 with 5-12 years| O1-10 with 13+ years Range
Retirement Pay 0.94 1.13 1.25 0.31
Thrift Savings Plan / 401k 1.09 1.03 0.94 0.16
Continuation Bonus at 15 Years of Service 1.07 0.95 0.85 0.21
Separation Pay 1.04 0.93 0.84 0.20
Medical after military retirement 1.03 0.94 0.89 0.14
Post retirement insurance co-pay cap 0.89 0.90 0.89 0.01
Choice of duty stations 1.09 0.95 0.76 0.33
Tuition Assistance 0.99 0.80 0.66 0.33
Basic Allowance for Housing 1.05 0.99 0.94 0.10
Future pay raises 0.93 0.86 0.90 0.08
Pay compared to civilian jobs 1.13 0.87 0.77 0.36

Table 4.  Concept Comparison Sample Percentage

Table 4 identifies the first three columns as standardized data, while the right column identifies

the range of standardized scores between the segments within each factor.

The first three columns show that the TSP is more important to junior Marines than it is to
senior Marines. Junior enlisted found the TSP option to be 13 percent (1.06 vs. 0.93) more important
than senior enlisted. Junior officers found the same TSP option to be nearly 16 percent (1.09 vs. 0.94)
more important than did senior officers. The opposite trend is true about retirement pay for which
senior enlisted and senior officers found it to be 44 percent (1.18 vs. 0.74) and 31 percent (1.25 vs.

0.94) more important than their junior counterparts.

When reviewing the highest level of differences within the data, we noticed that both officers
and enlisted have the greatest disagreement between the same factors. The amount of disagreement
between enlisted and officers differ some, but the highest differing factors are the same in both rank
structures. Although we just discussed the retirement pay factor, it is also important to note that the
junior vs. senior ranks have a high level of difference in percentages for this factor. The enlisted
Marines found a differing standardized percentage of 0.44, while officers had a percentage of 0.31 for

the same factor. Other factors that differed greatly between junior and senior Marines were choice of
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duty stations, tuition assistance and pay when compared to civilian jobs. All of these factors had a

higher percentage for junior Marines than senior Marines.

Min to Max Sample percentage ranges for Officer and Enlisted
FACTORS| Range of Enlisted Range of Officer Range of All
Retirement Pay 0.44 0.31 0.51
Thrift Savings Plan / 401k 0.13 0.16 0.16
Continuation Bonus at 15 Years of Service 0.26 0.21 0.28
Separation Pay 0.21 0.20 0.28
Medical after military retirement 0.21 0.14 0.26
Post retirement insurance co-pay cap 0.21 0.01 0.26
Choice of duty stations 043 0.33 0.46
Tuition Assistance 0.65 0.33 0.74
Basic Allowance for Housing 0.16 0.10 0.16
Future pay raises 0.04 0.08 0.22
Pay compared to civilian jobs 0.44 0.36 0.47

Table 5.  Concept Comparison Sample Ranges for all

InTable 5, the left two columns show the same ranges that were discussed previously from
enlisted and officers. In the right column, we have provided range of separation for each factor for the
entire sample across all six segments. We are now able to compare the differences between enlisted,
officer and both combined. These measure of differences in the right column now show a greater range
for all factors. The highest percentage of difference between the segments is now tuition assistance
with 0.74. Retirement pay has the second highest range of difference with a percentage of 0.51. Pay
compared to civilian jobs also has a high level of difference with a percentage of 0.47. Interesting as
well is the range of future pay raises across all six segments; the ranges within enlisted (0.04) and
officers (0.08) are fairly small indicating that within each there is very little disagreement between
ranks. However, there is a larger degree of difference across officer vs enlisted as range across all six
segment is much higher (0.22). The next couple figures graphically display this standardized data in
order to help visually explain the variances between the measure of differences.
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Pay compared to civilian jobs

Future pay raises

Basic Allowance for Housing
Tuition Assistance

Choice of duty stations

Post retirement insurance co-pay cap
Medical after military retirement
Separation Pay

Continuation Bonus at 15 Years of
Thrift Savings Plan / 401k

Retirement Pay

0.50 0.75 1.00 1.25 1.50
" E1-9 with 13+ years

R E1-9 with 5-12 years

B E1-9 with 0-4 years

Standardized score chart for "Concept Comparison' data (Enlisted)

Figure 7.  Concept Comparison Standardized Score Chart (Enlisted)

Figure 7 clearly shows the range of difference between junior and senior enlisted with tuition
assistance, comparable pay to civilians, choice of duty stations, and medical after retirement. Figure 7
also helps identify that junior enlisted are less concerned with retirement than senior enlisted and how
the TSP/401k is more important to junior enlisted than senior enlisted. The next figure grafically

represents that standardized data for Marine officers.
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Pay compared to civilian jobs =;
Future pay raises |

Basic Allowance for Housing =
Tuition Assistance =
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Figure 8. Concept Comparison Standardized Score Chart (Officer)

Figure 8 helps depict the high measure of difference that senior officers have towards post military
retirement pay. Similarly to the enlisted chart shown in Figure 7, the junior officers consider TSP/401k
plan more important do than senior officers. Comparing the officer to enlisted charts identify that
officers have a much smaller interest in tuition assistance than enlisted. Additionally, all officers have
low standardized (all less than 1) scores for future pay raises while enlisted all have higher (greater than

1) scores further demonstrating the difference across enlisted and officers for this factor.

2. Most/Least Attractive

In this section respondents were asked to identify which factor they considered the most
attractive and the least attractive among a set of four factors. Each participant saw six of these sets of
four factors, but not all participants saw the same six choice sets. The nine factors are as follows:

o Basic Allowance for Housing (BAH)

. Tuition assistance

o Continuation pay

o Free military health care for life
o Free spouse education
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o Duty station/deployment preference

o 15-year retirement option
. Choice of a retirement ‘twilight’ duty station
. Government contribution to a 401k/TSP plan

These six sets contained similar factors as the concept comparison portion of the survey that
was previously discussed in this chapter, but without the retirement factors. Just like the concept
comparison design, each factor within the question was distributed in an orthogonally distinct manner
using an experimental design. This ensured that each factor within the question was displayed an equal
number of times throughout all experiments taken by the sample. For example, the factor ‘tuition
assistance’” was used equally throughout all surveys and was paired equally with all other factors. The

next figure is an example of a question.

Considering only the following military benefits, please indicate the one that is Most Attractive and the one that is Least
Attractive to you.

Most Least
Attractive Attractive
W Tuition Assistance o)

) Government contributions to the Thrift Savings Plan

J Duty Station and Deployment preference 9,
J Free spouse education 9,

Figure 9. Most/Least Attractive Survey Sample

The results found within this portion of the survey determined which factor was most important
to the respondents, but differed from the ‘Concept Comparison’ portion since each of the factors were
not given attribute levels. The respondents were grouped into six categories and were separated by
rank type and time in service. Although we were most interested in early career Marines, the remaining

data was analyzed in order to conduct a full comparison.
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Average importance by segments (Enlisted)

FACTORS | E1-9 with 0-4 years | E1-9 with 5-12 years | El-9 with 13+ years Overall Sample

Basic Allowance for Housing (BAH) 19.10 19.34 10.46 19.5]
Tuition Assistance 15.36 12.74 823 1107
Continuation pay, aviation continuation pay, etc. 5.37 4.13 579 4.45
Free Military Health Care for life 24,10 23.69 8.70 24.44
Free spouse education B.02 6.96 700 6.36
Duty Station and Deployment preference 12.09 9.96 2595 10,70
1 3-year retirement option 8.31 10,92 2.78 B.96
Cheice of a retirement, “Twilight” duty siaticn 3.33 437 10,90 5.20
Government contributions to the Thrift Savings Plan 433 71.89 2019 931
TOTAL 100 100 100

Average importance by segments (Officer)

FACTORS [O1-10 with 0-4 years [O1-10 with 5-12 years | O1-10 with 13+ years Overall Sample

Basic Allowance for Housing (BAH) 19.48 18.48 20,87 19.5]
Tuition Assistance 7.24 441 6.83 11.07
Continuation pay, aviation centinuation pay, etc. 4,70 592 3.73 4,45
Free Military Health Care for life 2337 23.49 25.82 24.44
Free spouse education 4.00 304 477 6.36
Dury Station and Deployment preference 16.24 11.60 B.75 10,70
1 5-year retirement option B.76 13.31 7.81 B.96
Choice of a retirement, “Twilight™ duty station 3.85 524 6.81 520
Government contributions to the Thrift Savings Plan 12.36 14.52 14.60 9.31
TOTAL 100 100 100

Table 6.  Most/Least Attractive Average Importance by Segments

The data shown in Table 6 that BAH and free military health care for life had a high utility for
all segments except for the senior enlisted. Duty station and deployment location was found to be very
important to senior enlisted and junior officers. Government contributions to the TSP had great
importance to senior enlisted and mid-level to senior officers. Next, we will standardize the same data

in order to show how segments within a factor compare to one another.
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Sample percentage in comparison to the average mean (Enlisted)

FACTORS| E1-9 with 0-4 years | E1-9 with 5-12 years [ E1-9 with 13+ years Range

Basic Allowance for Housing (BAH) 0.98 0.99 1.03 0.06

Tuition Assistance 1.39 1.15 0.99 0.40

Continuation pay, aviation continuation pay, etc. 1.20 093 0.62 0.58
Free Military Health Care for life 0.99 0.97 1.06 0.09

Free spouse education 1.26 1.10 1.10 0.17

Duty Station and Deployment preference 1.13 0.93 0.81 032

15-year retirement option 0.93 1.22 0.65 0.57

Choice of a retirement, “Twilight™ duty station 0.64 0.84 1.58 0.94
Government contributions to the Thrift Savings Plan 0.47 0.85 1.12 0.66

Sample percentage in comparison to the average mean (Officer)

FACTORS| O1-10 with 0-4 vears (01-10 with 5-12 vears|O1-10 with 13+ years Range

Basic Allowance for Housing (BAH) 133 1.56 1.57 024

Tuition Assistance 0.74 1.01 1.31 0.57

Continuation pay, aviation continuation pay, etc. 0.98 1.49 0.87 0.61
Free Military Health Care for life 1.52 1.08 0.82 0.70

Free spouse education 0.63 0.48 0.75 0.27

Duty Station and Deployment preference 0.96 0.96 1.06 0.10

15-vear retirement option 1.05 1.33 0.84 0.49

Choice of a retirement, “Twilight™ duty station 0.65 0.40 0.62 0.26
Government contributions to the Thrift Savings Plan 1.00 095 1.07 0.12

Table 7. Most/Least Attractive Sample Percentage

With the data now standardized, segments can be compared within each factor. In the three
columns on the left, we are able to view the differences in utilities among segments. The numbers
highlighted in yellow help identify the factors that had the highest range of differences. For example,
junior and senior enlisted differed in their view of tuition assistance (1.39 vs. 0.99), while junior
officers did not consider it important (0.74). BAH was found to be very important to all officers (1.33,
1.56, 1.57), but not to enlisted (0.98, 0.99, 1.03). This data also revealed that “continuation pay” was
more important to mid-level officer (1.49) than to any other segment. Also, junior and senior officers

differed greatly in their view of ‘free military health care for life’.

We also identified the ranges between factors in the right column in order to identify the factors
that have the greatest difference across segments. In this particular analysis, we did not experience the
enlisted and officer segments having the same high ranges between factors as we did during the concept
comparison portion discussed earlier. The greatest range among enlisted is in continuation pay, choice
of retirement location and government contributions to the TSP. The factor that differed the most was
the ‘choice of a retirement ‘twilight’ duty station’ factor found within the enlisted segments. This

factor differed by 0.94 as the junior enlisted percentage level was 0.64, while the senior enlisted
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percentage was 1.58. The greatest range among officers is in tuition assistance, continuation pay and

free military health care for life. Table 8 depicts the measure of differences from the overall sample.

Sample percentage ranges for Enlisted and Officer
FACTORS| Range of Enlisted Range of Officer Range of All
Basic Allowance for Housing (BAH) 0.06 0.24 0.59
Tuition Assistance 0.40 0.57 0.65
Continuation pay, aviation continuation pay. etc. 0.58 0.61 0.86
Free Military Health Care for life 0.09 0.70 0.70
Free spouse education 0.17 0.27 0.78
Duty Station and Deployment preference 0.32 0.10 0.32
15-year retirement option 0.57 0.49 0.68
Choice of a retirement, “Twilight™ duty station 0.94 0.26 1.18
Government contributions to the Thrift Savings Plan 0.66 0.12 0.66

Table 8.  Most/Least Attractive Sample Ranges for all

In Table 8, the left two columns show the same ranges that were discussed previously from
enlisted and officers. In the right column, we have provided range of separation for each factor for the
entire sample. We are now able to compare the differences between enlisted, officer and both
combined. These measure of differences in the right column now show a greater range for all factors.
The highest percentage of difference between the segments is now the choice of a retirement, ‘twilight’
duty station with a range of difference percentage of 1.18. Continuation pay has the second highest
range of difference with a percentage of 0.86. Free education for spouses also has a high level of
difference with a percentage of 0.78. The next figure utilizes standardized data in order to help visually
explain the variances between the measure of differences for enlisted Marines.

32



BAH

Tuition Assistance

Continuation pay

Free Military Health Care for life

Free spouse education

Duty Station/Deployment preference

15-year retirement option

Choice of retirement duty station

Govt contribution to TSP

0.20 0.40 0.60 0.80 1.00 1.20 1.40 1.60

W E1-ES - 13+ years
WEL-ES - 5-12 years
W E1-ES - 0-4 years

Standardized Scores Chart for Most/Least Attractive' data (Enlisted)

Figure 10. Most/Least Attractive Standardized Scores Chart (Enlisted)

With the data in graph format, it is easier to visually depict the range of responses found by
enlisted in the ‘choice of retirement duty station’ factor. Also found within the graph is the difference
between the senior and junior enlisted towards the TSP/401k retirement savings plan. Another
interesting story within the chart is the amount of difference found in the 15-year retirement plan by

those in the five to twelve year time in service segment.
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Figure 11. Most/Least Attractive Standardized Scores Chart (Officer)

Immediately notable in Figure 11 is the overwhelming difference found across all officer ranks
in the TSP/401k retirement program; all ranks thought it much more important than the overall sample
while junior and mid-career enlisted considered it less important. Also notable is the high difference
found with the mid-level officers when viewing the ‘continuation pay’ factor. Duty station and

deployment preference was received a noticeable difference for junior officers as well.

D. SUMMARY

This chapter identified the data and briefly discussed the results that were collected through the
choice analysis survey that was conducted during our research. The data will be used to help analyze
and answer the primary research questions. We consider the data collection process to be successful
due to the large sample of the population that volunteered for the survey. Also, we were successful by
safely encrypting and storing the data until it was used in the analysis portion of the research. We were
also satisfied at the diverse audience that volunteered their time to take the survey and be part of our

research. In the next chapter, we will discuss what we believe the data explains.
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V. RESULTS OF CHOICE ANALYSIS AND CONCLUSIONS OF
RESEARCH

A OVERVIEW

In conducting this research, we have found valuable information that DoD leadership may use
when considering changes to the military compensation system. We collected our data through surveys
that were designed using an experimental orthogonal design theory. The surveys had two portions;
each portion had a unique set of questions using a different method of analysis. In the first portion,
which we called the concept comparison method, we created hypothetical concepts using eleven
different factors with varying levels of attributes. We called the second set of questions the
“Most/Least Attractive” portion of the survey. This design removed any factors relating to the defined

monetary contribution of military retirement. We also removed all varying levels of attributes.

Overall, the data show that any changes to the compensation system may impact the perceived
value of military compensation for our sample. We came to this conclusion by estimating utility levels
for the individual incentive factors across six different segments. Next, we identified the range of
differences between segments within each factor. As our team analyzed the results of the survey, we
were able to draw a picture about the choices and decisions that Marines make when contemplating
career benefit alternatives. We found that varying the attributes within factors had different results for

each individual segment, but some factors had a higher level of utility for all.

In this chapter, we will further analyze the data and discuss what we believe the results mean.
We will also present a decision support model that can be used to identify and compare different benefit

packages to consider a perceived equitable compensation package for the force.

B. BACKGROUND

We received motivation to conduct research on changes to military compensation after finding
that most research up to this point only analyzed cost savings. The organizations conducting these
previous studies were tasked with identifying potential cost savings after the DoD announced its
interest in changing the retirement and compensation system. Our team reviewed many of the
recommendations that were provided to senior DoD officials and Congress, but most proposals only
mentioned a form of reduced compensation or benefit system. It was our opinion that cost savings
should not be the only quantifiable determination when examining potential benefits or ramifications to
changes in the military compensation and retirement system. The possibility of an adverse impact to a
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professional and all volunteer force is too great if changes are made without consulting the active duty

military member.

A common recommendation amongst the research organizations was to simply change from a
defined benefit to a defined contribution system. This means that the DoD would contribute a
percentage of the military members’ base pay to a 401k type of retirement fund. The military member
would also be allowed to pay into the retirement in order to increase the retirement payout. This would
replace the defined benefit system that pays a percentage of the Marine’s base pay for the remainder of
his life. We believed that making recommendations based only on monetary savings does not represent
the active duty member’s best interests, nor does it consider what drives a Marine to retain or retire

from the Marine Corps.

Other non-monetary compensations that were suggested would reduce the DoD’s retirement
footprint in the military’s budget. Some examples of these include increasing medical co-pays for
retired military members and reducing base privileges such as diminished commissary and exchange
services. Also, the retirement system would be changed to allow for earlier retirement; or if the
member leaves the military before being eligible for retirement, he/she would then be able to transfer
his 401k contributions to their new career. Our team focused on a wide-range of proposals and
incorporated them, or a hybrid thereof, into our choice analysis survey with the intent of answering the
questions found in Chapter One. Our goal was not to provide a cost analysis on how much the
government could save by changing the military retirement system; instead, we wanted to provide data
on the value or utility levels that service members place on various factors of the military compensation

package.

C. CONCEPT COMPARISON

The concept comparison section of the survey introduced different attribute levels for each
benefit factor. The attributes were different levels of compensation for both active duty forces and
military retirees. Six choice sets were presented; each with two different hypothetical benefit packages
that included varying attributes of all eleven factors. What we found was that the retirement payment
factor was overwhelmingly the most important factor when our sample chose between concepts. This
means that the monetary portion of retirement benefits is the most highly favored benefit of military
service among the eleven factors that we tested. We believe that the utility found within this factor was

high due to respondents choosing it as their heuristic that humans use when making complex choices.
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In order to find more information, we standardized the data within each factor to uncover the
difference in ranges across different segments of the sample. We were then able to tell which factor
had a high amount of disagreement between segments for each factor. One story that we found to be
the most interesting was that the current defined benefit retirement system was more important to senior
Marines than it was to junior Marines. Similarly, the 401k type of defined contribution retirement
system was more important to junior Marines than to senior Marines. We found this interesting
because these are both a form of monetary retirement compensation. This information may identify a
change in mentality with junior Marines with regards towards a more modern military retirement
system. This data could mean that junior Marines may accept a defined contribution retirement system
more willingly than senior Marines. This could be due to a younger generation that may want to be
more in control of their retirement instead of simply receiving compensation based on time in service
and rank upon retirement. Or it could simply mean that there are other factors that junior Marines

consider important that could replace retirement pensions.

There was other information within the data that showed great differences in standardized
measures of utility between segments. What this means to us is that factors that have a great range of
percentage, i.e. tuition assistance with a range of 0.47 percent, have a great amount of disagreement
between segments. In short, junior Marines care more about tuition assistance than senior Marines do.
More information that we found interesting was that “choice of duty stations” was much more
important to junior Marines than to senior Marines. Overall, we believe that these levels of importance
may be used to identify factors and attributes that may partially replace the monetary portion of

retirement, while also improving the attractiveness of the military compensation system.

D. MOST/LEAST ATTRACTIVE

The most/least attractive portion of the survey removed any attributes within factors and the
retirement option. We conducted this research in order to simply determine what is important to
Marines when the current retirement system is not an option. We once again created this portion of the
survey utilizing choice analysis with questions that were presented in an orthogonally distinct manner.
We expected to find a different response to similar questions that were asked during the concept
comparison portion of the survey because the factor of pension based retirement was removed from the

choice set.

What we found is that “free military health care for life” is perceived as the most attractive

benefit of an active duty Marine compared to the others that were presented. This leads us to believe
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that the Tricare system is perceived as the most attractive benefit of an active duty marine compared to
the others that were presented, and significant changes to the system may have adverse effects. Also
interesting is that “basic allowance for housing” was found to have a high amount of utility, coming in
second to the “free military health care for life” factor. We believe the high utility found for BAH
means that having a link to the civilian community and a place to call home may be more important to

Marines than other factors such as “continuation pay”.

Another interesting story that this portion of the survey identifies is that the 401k/TSP
retirement system is now more important to senior ranks than it is to junior ranks after removing the
retirement pay option. This contradicts the concept comparison portion of the survey, where the
401K/TSP retirement system was less important to senior ranks then it was to junior ranks. We know
that this contradiction between the two analyses evolved from the retirement pay option that was
present in the concept comparison, but was not present in the most/least attractive section. What we
find surprising is the reduced interest in this factor for the junior enlisted ranks. In theory, the
401k/TSP should have a higher utility for all segments, but there was a decrease in utility. This
numbers can be explained by looking at the increased interest in other factors within the junior enlisted

segment, but the logic is unexplained.

E. DECISION SUPPORT RESULTS

A decision support system is a group of scenarios that assist in the decision making process for
businesses or organizations. A decision support model can be created utilizing data from factors and
attributes, personal knowledge and strategy learned from other models. A properly made decision
support model will process received data and output information that can assist the user in making the
best decision. In our case, we built three different scenarios within a model by using the utility
estimations from the concept comparison portion of the survey. These models have the capability of
processing different levels of attributes within a factor and can output a best-case scenario. The best-
case scenario can be in the form of a military compensation package for a specific segment, or if
requested, a package for all segments combined. The results from our data show that a perfect package
would be difficult to create; especially if the intent was to ensure that utility would be the same for all

segments within each factor.

From the data we have collected, it is clear that decisions Marines have made in this study were
heavily biased towards the “retirement pay” factor. We found differences in utility when utilizing the

raw data during the concept comparison portion. We also found differences in agreements between
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segments after standardizing the data within each factor. These variances identify a disagreement
between the segments about the factor that may be used to the DoD’s advantage when creating an
attractive military compensation package. However, the DoD must understand the amount of utility

that the active duty population views the current retirement system.

Retired military members that are currently enjoying the defined benefit package have an
obvious bias to maintain the current system without change. We believe the DoD recognizes the
necessity to create a “grandfather clause” that can be implemented if the compensation system changes.
If a grandfather clause is not enacted and drastic changes to the retirement system occur, then we
believe the data within our research identifies the significant amount of utility the DoD will need to
replace with other factors in order to maintain an attractive compensation model. In order to assist in
identifying required attributes needed to replace another factor within the study, we have created a

decision support system.

The models we created can be modified with weights in what we call the desirability
index. We designed the desirability index after reviewing a decision support model that was based off a

b

previously made “willingness to pay” model. The desirability index can be best explained as a
percentage of the absolute highest package for each segment. If the utility was maximized for each
factor, the total desirability index would equal 100 percent, but each segment would have a different
combination of maximum attributes to equal the 100 percent total. Below is a figure identifying the
decision support results and demonstrates how the eleven factors and their associated attribute levels

react for each of the three scenarios.
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| Btalus Quo | Batler pay [Better BAH, Tuition, Dty
Ratiremant Paymant

No ralirement pRasion
10% aof base pay

0% of base pay x x
S0°% of base pay x
Thrift Savings Plan
Mo gowvernment coririoution X

3% of Bage pay conbfibuted in addilion o pay
55 of baga pay conbfibubad in addition o pay

7% of basa pay conlributed in addilion o pay X X
Continuation Bonus at 15 Years of Service
Mo canlinualion base pay x
3 manihs of Baga pay x x

3 manihs of baga pay
18 months of base pay

Separation Pay
No saperalion pay X

1 wear of bage pay X X

2 yaars ol basa pay

3 waars of base pay

Madical afber military retinament

Mo So-pay x X X

3% Co-Pay for all sarvicernambars and degandents

10% Co-Pay for al sesdcamembess and dapandarns

15% Co-Pay lor all servicamerrbers and dependanis

Posl redirerment inswrance Co-pay cap

MO GO-pay x x x

31,500 co-pay cap annualk

22,500 co-pay cap annualk

33,500 co-pay cap annualk

Mo Bo-pay SEp
Chaics of duly stations
No choice of Tulue duty stalions X X
Choioa of sormea fulure duly slalions x
Choesa ol all fubure duly slalions
Tuition Assislancs
Up 10 34500 a yaar x X
Up 10 35500 a yaar
Up b 310500 a yaar X
Bagic Allowance for Hnunlng
AAH 10% lower ihan local cost of living X
3AH matches local cosl of living X
8AH 10% higher than local cosl of living X
Fulure pay raises
Lovear Bhan civilan wage pay raises X
The same as civilian WEGE paYy FAiGEE x
I"iHIrEr han Sheilian WAGQE [ay FRIseE x
Pl‘r l:ﬂl'l"ﬂl"ﬂ 1o civilian jobs mqulﬂng same leyal ﬂfﬂph‘ml‘lﬂ and education
Lowear Than civikan jobs x
The same a8 civilian jabs X
Higher than civilian jobs X

Table 9.  Decision Support Matrix Factors and Attributes Sample

The left hand column identifies the status quo, which we will measure the other two columns
from and compare. The other two columns are scenarios that we created in order to research the
possibility of a better compensation package. The “X” identifies the level of attribute of each factor
that is used in each scenario. We shifted the “X” vertically within each factor, which changed the
attribute level with the intent of making a more desirable package. Our intent was to make a package

that was equally valued for each segment.
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Overall, the first scenario that we generated based off participant’s utility was the model that
offered a combination of a reduced retirement payout combined with a high contributing TSP plan,
continuation and separation bonuses, better BAH, Duty preference, and more Tuition Assistance (TA).
When these factors were combined, the results identified that both early and mid-career Marines have
an increase in utility when a package is created with more pay in relation to their civilian peers, more
TA and some sort of duty station preference. This model is helpful in understanding that some of our
sample may accept a combination of better pay, and a choice of duty station preference as
compensation for reduced retirement payout. It was expected, and now proven with data, that later
career Marines did not want to jeopardize the benefit of 50 percent base pay (the status quo) at

retirement by choosing a separate incentive.

The second scenario we presented was called the “Better Pay” model. The theory was, if higher
pay was provided earlier and throughout their career, then the choice of taking a reduction in retirement
payout (30 percent from the 50 percent status quo in this scenario) may be more widely accepted by the
segments. In this “Better Pay” model, the early and mid-career Marines were inclined to choose a
better paying option in relation to their civilian peers thus giving up the status quo of a 50 percent
payout, which is consistent with recommendations provided by the DoD. Paying a military member a
higher amount than a civilian counterpart has potential to compensate for reduced retirement payout.
This can be one option for DoD when considering a less expensive approach to military retirement. It
is however significant to point out that having some percentage of one’s base pay included in a

compensation package is a choice that all participants of the study value.

The last scenario was simply the status quo, or the current system. We used the current model
in order to provide a visual depiction of how all segments perceive the current system and how the
other two choices compare to the status quo. The figures below show graphs that are the results of the
desirability index for each of the three scenarios.
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Enlisted Desirability Index - By Scenario
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Figure 12. Desirability Index by Scenario (Enlisted)

Officer Desirability Index - By Scenario
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Figure 13. Desirability Index by Scenario (Officer)

The enlisted desirability index is very similar to the results of the Officer desirability shown in
Figures 12 and 13, but we wanted to show both to ensure the reader has a visual depiction. The better
pay scenario shows an increased utility for both the junior enlisted and officers, which nearly matches
the status quo. Both mid-career and late career Marines have a decrease in utility and favor the status

quo.



The next figures were created using the same data that was used in Figures 12 and 13, but are
organized by segment. This shows a better depiction of how the midlevel and senior level Marines
nearly mimic each other for all scenarios, but the junior enlisted differ slightly. Regardless, both junior

enlisted and officers find the better pay scenario to be at least as attractive as the status quo.

Enlisted Desirability Index - By Segment
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Figure 14. Desirability Index by Segment (Enlisted)
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Officer Desirability Index - By Segment
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Figure 15. Desirability Index by Segment (Officer)

F. LIMITATIONS, CONSIDERATIONS AND FUTURE RESEARCH

During the conduct of our research, we became aware of some limitations. We identified the
first limitation after the raw data collected during the concept comparison portion of the survey showed
an overwhelmingly high utility for retirement payments. The driver for this high amount of utility can
be explained by the large range in levels of attributes that we used for this particular factor. If similar
research is conducted using these factors, we recommend that lower ranges of attributes are used for the
retirement payment factor. We noticed the second limitation after identifying an inverse utility for
junior Enlisted Marines when discussing Tricare co-pay attributes. We believe this was due to the lack
of understanding of what a co-payment is as it relates to out of pocket medical expenses. We had a
hyperlink that explained what potentially unfamiliar terms meant, but the junior respondents most likely
did not research the term. We believe it would increase understanding if a more strategically placed
explanation were included; stating that out of pocket expenses occur with co-payments would increase
the understanding was available.

We recommend that additional research be conducted using choice analysis in order to obtain
the optimal level of attributes within factors for the military compensation system. Optimal could best

be described as providing the highest amount of utility in order to maintain an attractive compensation

system, while reducing long term expenditures within the DoD. We strongly believe that additional
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research is warranted and the results should be carefully considered before changes are made to the 50
year old military compensation package. We also strongly believe that military members who are
currently active or retired should be given the option to continue in the current compensation system, or

be moved to the new system.

From our research, we concede that many previous studies have made recommendations that are
focused on the best monetary benefit for the DoD. We believe that our research has shed light on
determining what military members view as important. We believe that military member’s utility has

not been sufficiently researched and recommend that future studies include the following:

1. Sample Larger Percentage of Active Duty Service Population Using Choice
Analysis

While we are satisfied with the quantity and diversity of our sample, we believe that the
“interaction effect”, or the interaction between factors, should be studied. We believe that the choice
heuristic may be more complex than the single factor that dominated the other factor choices. By
analyzing a larger sample size with more, the two dominant factors can then be compared to identify
how they move together. This analysis is more complex and requires a higher sample size, or more
choices per participant. This will ensure that the population is analyzed and all segments within the
population are recorded.

2. Sample Potential Candidates and Recruits from College and High School to Gather
Their Expectations of a Compensation System

New generations of people have different ambitions, goals and utility levels than previous
generations. Thus, understanding what drives potential candidates and recruits to consider the military
is vital to shaping the force for the future. Utility levels of factors should be recorded and analyzed to
ensure that any proposed military compensation system is attractive to future generations of military
members. If a study of a population considering the military is conducted, then lessons learned and

results from this thesis could be used as a model for their research.

3. Adjust Factors and Attributes of Future Choice Analysis Research

Additional research into what factors and attribute levels are important to the surveyed sample
will create further understanding into what is truly important to active duty military members.
Emphasis should be placed on ensuring that the factors and attribute levels are more realistic and less

hypothetical as research progresses. If Congress identifies factors and attributes that it wishes to
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change within the military contribution system, these factors and attributes should be analyzed in
packages utilizing a decision support model similar to the model that was created during this thesis.
The results can then help ensure that a benefit package is created utilizing the best scenario possible.

G. SUMMARY

Survey based choice analysis is an instrument that we believe has not been used in the past for
determining military member preferences surrounding retirement and benefit systems. We believe that
the choice analysis research conducted within this thesis has brought forward some information that
may be valuable to decision makers within the DoD. We also believe that this data will provide value
to those measuring utility of factors within military members, but more importantly can provide
guidance about what potential changes may be acceptable to stakeholders. In the first chapter, we

identified three questions that we hoped our research would answer.

The first question posed was to determine what factors drive retention, career designation and
retirement within the Marine Corps for Marines at different levels of service. We believe our research
answered this question by determining utility levels for eleven different factors and then finding the
levels of difference between segments for each factor independently during the concept comparison
portion of the research. We also researched and determined which factors were most and least
important to segments after the retirement payout option was removed. We believe the data that was
collected helps identify specific factors that drive choices concerning the military compensation system.

The second purpose of the study was to answer the question “does an equitable benefits package
impact first-term Marines decision to retain or separate?” This question was partially answered by first
identifying the utility levels for all factors presented. What we found is that junior Marines have
different utility levels for the factors that were presented when compared to senior Marines. While our
research did not identify a perfect benefits package for all segments that balances cost and high utility,
we believe we have identified which factors have a high utility for junior Marines. With the decision
support tool discussed earlier in this chapter, we were able to create a package that was as appealing as
the status quo to junior Marines, even with a reduced retirement payout. We recommend that this tool
be used to continue the approaches outlined and apply them when overhauling the military’s retirement

system.

The final question strived to predict effects to the Marine Corps if there is a change to the career
benefits compensation package. Answering this question at the conclusion of our research is not

simple. There are too many variables to consider when answering this question that we did not predict
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when creating the questions. What we can answer is that if changes are made to the military
compensation system, then utility levels for each segment will change throughout all factors. Some
utility levels will increase for certain segments, while others will decrease. If the DoD simplifies its
approach to changing the compensation system by modifying the retirement payout to defined
contribution only, we believe that other attribute levels between factors will need to be changed to

offset lowered utility.

One of the main results found is that there is a wide variation in the results across segments.
This indicates that a single “perfect” package would be difficult to attain, yet an acceptable package
geared towards only junior Marines is attainable. For this reason, we recommend that any newly
implemented compensation package either be phased in with new recruits/candidates, or is provided as
a choice for active duty Marines. Active duty Marines that do not choose the new compensation
package could then be phased out of the military and not forced into the new system. If Congress
accurately anticipates the changes required for factors and attributes within the affected segments, then

we believe the effects of modifying the military compensation system will be negligible.

We initially suspected that any change to the system would have an adverse impact; however
through this research, we have discovered negative impacts may be reduced with careful consideration
of military member’s utility levels and by ensuring that Marine’s choices are a higher priority than

fiscal savings.
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APPENDIX

SURVEY EXAMPLE
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Introduction: You are invited to participate in a research study entitled "Career Benefit Preferences of
Marines.” The purpose of this research is to better understand what choice factors drive a Marine's
decision to retire or remain in the Marine Corps. This research will help identify how Marines prioritize
retention benefits that may impact potential changes in the military retirement system and career
incentive packages.

Procedures: The survey should take you approximately 10-20 minutes. You will be asked to answer
general survey questions and to express your preference between different hypothetical career benefit
options. We are trying to recruit a minimum of 250 volunteers to complete this survey. This survey uses
tested procedures and no audio or video will be recorded during the conduct of this survey.

Location: The survey will take place via the internet at a private location of your choosing.
Cost: There is no cost to participate in this research study.

Voluntary Nature of the Study: Your participation in this study is voluntary. If you choose to
participate, you can change your mind at any time and withdraw from the study. If you choose o

withdraw, you will not be penalized in any way. The alternative to participating in this research is simply
not participating in the research at all.

Please click the "Right Arrow" to continue.

L/
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Potential Risks and Discomforts: Physical risks to the individual participant are extremely minimal
due to the nature of the study being an online survey. Psychological impacts on volunteers for this study
may vary, though the risks are very low.

No economical or legal risks are imposed on any person volunteering for this study.

Anticipated Benefits: Anticipated benefits from this study for senior Marine Corps and DoD decision-
makers include: 1) better understanding of the factors that affect decisions made by Marines regarding
military retention or retirement and 2) show a preference order of factors that policy makers can use in
their decision making to weigh future compensation benefits of Marines.

Subjects of this study may not directly benefit from this study; however, results of this analysis could
positively affect career benefit choices offered in the future.

Compensation for Participation: No tangible compensation will be given.

Confidentiality & Privacy Act: Any information that is obtained during this study will be kept
confidential to the full extent permitted by law. At no point in the survey will you be asked for personal
identifiable information such as name, id number, etc.; participation in this study is anonymous.

Information from this study will be collected, stored and administered by a contractor and will be
destroyed after the study is complete. All of the information is online and secured with encryption
protection for security.

Please click the "Right Arrow" to continue,

@ ®

0% I 100%
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Points of Contact: If you have any questions or comments about the research or have questions about
any discomforts that you experience while taking part in this study, please contact the Principal
Investigator, Dr. Mike Dixon at 831-656-2187 or mjdixon@nps.edu. Questions about your rights as a
research subject or any other concerns may be addressed to the Navy Postgraduate School IRB chair, Dr.
Larry Shattuck at 831-656-2743 or Igshattu@nps.edu.

Statement of Consent: I have read the information provided above. I have been given the opportunity
to ask questions and all the questions have been answered to my satisfaction. I can print or save a copy
of this form for my records by clicking below. By clicking the "I consent to participate in this study”
button below I agree to participate in this study. I understand that by agreeing to participate in this
research I do not waive any of my legal rights.

Click here to open and print consent form

Sincerely,

Mike Dixon, PhD
Professor, Graduate School of Business and Public Policy
Naval Postgraduate School

(_) I consent to participate in this study

(_) I do not consent to participate in this study

Please click the "Right Arrow" to continue.

L o 4

0 I 100%
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On next few screens we will show you a small list of military benefit choices. On each screen we would
like you to indicate the military incentive that you consider most attractive and least attractive for
your personal or career progression.

Please remember there is no right or wrong answers. We are only interested in knowing about your
relative preferences.

Please click the "Right Arrow" to continue.

0% I 1100%
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Considering only the following military benefits, please indicate the one that is Most Attractive and the one that is Least

Attractive to you.

Most Least
Attractive Attractive
® Tuition Assistance U
@) Government contributions to the Thrift Savings Plan 9
U Duty Station and Deployment preference U
U Free spouse education U

Screen 1 of 6

0% I 1100%

53




Considering only the following military benefits, please indicate the one that is Most Attractive and the one that is Least
Attractive to you.

Most Least
Attractive Attractive
@) 15-year retirement option ®
Q Duty Station and Deployment preference ®
® Continuation pay, aviation continuation pay, etc. ®
® Free Miitary Health Care for life W)

Screen 2 of 6

¢®

0% (i 1100%
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Considering only the following military benefits, please indicate the one that is Most Attractive and the one that is Least

Attractive to you.

Most Least
Attractive Attractive
® Basic Allowance for Housing (BAH) ®)

@ Free spouse education @
®) Free Miltary Health Care for lffe o
u 15-year retirement option O

Screen 3 of 6

¢®

100%
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Considering only the following military benefits, please indicate the one that is Most Attractive and the one that is Least

Attractive to you.

Most Least
Attractive Attractive
@) Choice of a retirement, “Twilight” duty station ®
®) 15-year retirement option @

@) Government contributions to the Thrift Savings Plan @
®) Basic Allowance for Housing (BAH) @

Screen 4 of 6

L

0% I 1100%

56




V/

Considering only the following military benefits, please indicate the one that is Most Attractive and the one that is Least
Attractive to you.

Most Least
Attractive Attractive
9 Tuition Assistance U
U Basic Allowance for Housing (BAH) @

u Choice of a retirement, "Twiight” duty station U
\J/ Continuation pay, aviation continuation pay, etc. \J

Screen 5 of 6

vy

o S 100%

57




Considering only the following military benefits, please indicate the one that is Most Attractive and the one that is Least
Attractive to you.

Most Least
Attractive Attractive
@) Duty Station and Deployment preference @

U Free Miltary Health Care for life W
® Tuition Assistance @

@) Government contributions to the Thrift Savings Plan @

Screen 6 of 6

0% I 1100%
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Thank you for your answers so far. On the next few screens we have prepared some creative, hypothetical
scenarios for you to evaluate.

On each screen you will find descriptions of different hypothetical career benefit systems, each with its
particular characteristics related to how military members would benefit from the system.

Based only on your own preferences, desires and long-term goals, which of the choices would you
choose? If you don't like either choice, you may choose "Neither". Remember, the choices you are about
to see are only hypothetical and are not intended to depict actual benefit packages; however, choose the
package that seems most appealing to you.

Please click the "Right Arrow" to continue.

0% I 1100%
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Assume that you have only the following career benefit systems to choose from, please indicate which of the choices you
would prefer (you may also indicate "neither”). You may assume that any criteria not specified below is the same for each

alternative presented.” Click here to see the definition of some terms.

Retirement Payment

Thrift Savings Plan / 401k

Continuation Bonus at 15
Years of Service

Separation Pay

Medical after military
retirement

Post retirement insurance
co-pay cap

Choice of duty stations

Tuition Assistance

Basic Allowance for
Housing

Future pay raises

Pay compared to civilian
jobs requiring same level
of experience and
education

Concept 1

30% of base pay

5% of base pay contributed in
addition to pay

No continuation base pay

No seperation pay

10% Co-Pay for all
servicemembers and
dependents

$2,500 co-pay cap annually

No choice of future duty
stations

Up to $10,500 a year

BAH 10% higher than local cost
of living

The same as civilian wage pay
raises

The same as civilian jobs

©

I would choose
Concept 1

Concept 2

No retirement pension

3% of base pay contributed in
addition to pay

18 months of base pay

1 year of base pay

5% Co-Pay for all
servicemembers and
dependents

$3,500 co-pay cap annually

Choice of some future duty
stations

Up to $6,500 a year

BAH 10% lower than local cost
of living

Higher than civilian wage pay
raises

Lower than civilian jobs

- »)
I would choose

Concept 2 Neither

Sceén1of 8

1100%

60



Glossary

Retirement Pay: Retirament pay is a pension program in which service members receive a portion of their base pay for life after retirement.

Thrift Savings Plan f 401k: The Thrift Savings Flan is a defined contribution retirement savings plan for Federal employees. Under these types
of benefits the government will contribute 2 percentage of the service members pay into a savings account intended for retirement. A
government contribution is in addition to the regular pay that a service member would get; it does not come out of a service member's
paycheck. At retirement you would then draw from the contributions and any interest that was earned over the years. Service members are able
to decide how the contributions in their account are invested.

Continuation Bonus: A lump sum payment at 15 years of service for continued active duty servica,

Separation Pay: A lump sum cash payment at retirement; only paid if service member makes it to full retirement requirements.

Co-pay: A co-pay is a fee that service members would pay to a medical provider to use medical services. The co-pay in these choices is 2
percentage of the cost of the procedure. Mo co-pay means that there would be no cost to a service member to use medical services.

Co-pay cap: The maximum amount that an individual will pay annually towards a co-pay is limited by a dollar amount. Onee the annual co-pay
limit iz reached, service members will not be required to pay additional co-pay.

Tuition Assistance: Service members receive up to 100% of tuition and fees associated with college course taken, paid only up to a certain
amount each year.

Basic Allowance of Housing: The intent of BAH is to provide uniformed servicemembers accurate and equitable housing compensation based on
housing costs in local dvilian housing markets, and is payable when government quarters are not provided.
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Assume that you have only the following career benefit systems to choose from, please indicate which of the choices you
would prefer (you may also indicate "neither”). You may assume that any criteria not specified below is the same for each

alternative presented.” Click here to see the definition of some terms.

Retirement Payment

Thrift Savings Plan / 401k

Continuation Bonus at 15
Years of Service

Separation Pay

Medical after military
retirement

Post retirement insurance
co-pay cap

Choice of duty stations

Tuition Assistance

Basic Allowance for
Housing

Future pay raises
Pay compared to civilian

jobs requiring same level
of experience and

Concept 1

No retirement pension

No government contribution
3 months of base pay

2 years of base pay

15% Co-Pay for all
servicemembers and
dependents

$1,500 co-pay cap annually

Choice of all future duty
stations

Up to $4,500 a year

BAH 10% lower than local cost
of living

Higher than civilian wage pay
raises

Higher than civilian jobs

Concept 2

10% of base pay

7% of base pay contributed in
addition to pay

9 months of base pay

3 years of base pay

10% Co-Pay for all
servicemembers and
dependents

No co-pay cap

No choice of future duty
stations

Up to $6,500 a year

BAH matches local cost of
living

Lower than civilian wage pay
raises

Lower than civilian jobs

education
) ) )
I would choose I would choose Neith
Concept 1 Concept 2 catner
Screen 20f 8

( [ | )
9 v

0 % I 1100%
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Assume that you have only the following career benefit systems to choose from, please indicate which of the choices you
would prefer (you may also indicate "neither”). You may assume that any criteria not specified below is the same for each
alternative presented.” Click here to see the definition of some terms.

Retirement Payment

Thrift Savings Plan [/ 401k

Continuation Bonus at 15
Years of Service

Separation Pay

Medical after military
retirement

Post retirement insurance
co-pay cap

Choice of duty stations

Tuition Assistance

Basic Allowance for
Housing

Future pay raises

Pay compared to dvilian
jobs requiring same level
of experience and
education

Concept 1

50% of base pay

7% of base pay contributed in
addition to pay

18 months of base pay

3 years of base pay

5% Co-Pay for all
servicemembers and
dependents

$2,500 co-pay cap annually

Choice of all future duty
stations

Up to $6,500 a year

BAH 10% higher than local cost
of living

The same as civilian wage pay
raises

The same as civilian jobs

»)

I would choose
Concept 1

Concept 2

No retirement pension

No government contribution
9 months of base pay

2 years of base pay

No co-pay

No co-pay

Choice of some future duty
stations

Up to $10,500 a year

BAH 10% lower than local cost
of living

Lower than civilian wage pay
raises

Lower than civilian jobs

o o/
I would choose

Concept 2 Neither

Sceen3of 8

0%

1100%
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Assume that you have only the following career benefit systems to choose from, please indicate which of the choices you
would prefer (you may also indicate "neither”). You may assume that any criteria not specified below is the same for each

alternative presented.” Click here to see the definition of some terms.

Retirement Payment

Thrift Savings Plan / 401k

Continuation Bonus at 15
Years of Service

Separation Pay

Medical after military
retirement

Post retirement insurance
co-pay cap

Choice of duty stations

Tuition Assistance

Basic Allowance for
Housing

Future pay raises

Pay compared to dvilian
jobs requiring same level
of experience and
education

Concept 1

10% of base pay

3% of base pay contributed in
addition to pay

9 months of base pay

No seperation pay

10% Co-Pay for all
servicemembers and
dependents

$1,500 co-pay cap annually

No choice of future duty
stations

Up to $10,500 a year

BAH 10% lower than local cost
of living

The same as civilian wage pay
raises

Higher than civilian jobs

Concept 2

30% of base pay

5% of base pay contributed in
addition to pay

No continuation base pay

1 year of base pay

No co-pay

No co-pay

Choice of some future duty
stations

Up to $4,500 a year

BAH matches local cost of
living

Higher than civilian wage pay
raises

The same as civilian jobs

- ) -
I would choose I would choose Neithe
Concept 1 Concept 2 ! L
Screend of 8
< b
b mmclia

5100%
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Assume that you have only the following career benefit systems to choose from, please indicate which of the choices you
would prefer (you may also indicate "neither”). You may assume that any criteria not specified below is the same for each

alternative presented.” Click here to see the definition of some terms.

Retirement Payment

Thrift Savings Plan / 401k

Continuation Bonus at 15
Years of Service

Separation Pay

Medical after military
retirement

Post retirement insurance
co-pay cap

Choice of duty stations

Tuition Assistance

Basic Allowance for
Housing

Future pay raises

Pay compared to dvilian
jobs requiring same level
of experience and
education

Concept 1

10% of base pay

5% of base pay contributed in
addition to pay

3 months of base pay

3 years of base pay

15% Co-Pay for all
servicemembers and
dependents

$3,500 co-pay cap annually

Choice of all future duty
stations

Up to $4,500 a year

BAH matches local cost of
living

Lower than civilian wage pay
raises

Lower than civilian jobs

o

I would choose
Concept 1

Concept 2

No retirement pension

3% of base pay contributed in
addition to pay

No continuation base pay

1 year of base pay

5% Co-Pay for all
servicemembers and
dependents

$2,500 co-pay cap annually

Choice of some future duty
stations

Up to $6,500 a year

BAH 10% lower than local cost
of living

Higher than civilian wage pay
raises

Higher than civilian jobs

) ®)
I would choose

Concept 2 Neither

Sereen 5of 8

H100%
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Assume that you have only the following career benefit systems to choose from, please indicate which of the choices you
would prefer (you may also indicate "neither”). You may assume that any criteria not specified below is the same for each

alternative presented.” Click here to see the definition of some terms.

Retirement Payment
Thrift Savings Plan / 401k

Continuation Bonus at 15
Years of Service

Separation Pay

Medical after military
retirement

Post retirement insurance
co-pay cap

Choice of duty stations

Tuition Assistance

Basic Allowance for
Housing

Future pay raises

Pay compared to cvilian
jobs requiring same level
of experience and
education

Concept 1

50% of base pay

7% of base pay contributed in
addition to pay

18 months of base pay

1 year of base pay
No co-pay

No co-pay

Choice of some future duty
stations

Up to $4,500 a year
BAH matches local cost of
living

Lower than civilian wage pay
raises

Lower than civilian jobs

COI'ICQQt 2
30% of base pay

No government contribution
3 months of base pay

2 years of base pay

10% Co-Pay for all
servicemembers and
dependents

No co-pay cap

No choice of future duty
stations

Up to $6,500 a year

BAH 10% higher than local cost
of living

Higher than civilian wage pay
raises

Higher than civilian jobs

) ) )
I would choose I would choose Neithe
Concept 1 Concept 2 ! 5
Screen 6of 8
(¢ t | ':1
v v
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Assume that you have only the following career benefit systems to choose from, please indicate which of the choices you
would prefer (you may also indicate "neither”). You may assume that any criteria not specified below is the same for each
alternative presented.” Click here to see the definition of some terms.

Concept 1 Concept 2
Retirement Payment No retirement pension 50% of base pay
Thrift Savings Plan / 401k 7% of base pay contributedin 5% of base pay contributed in
addition to pay addition to pay
Continuation Bonus at 15 No continuation base pay 18 months of base pay
Years of Service
Separation Pay No seperation pay 2 years of base pay
Medical after military 5% Co-Pay for all 15% Co-Pay for all
retirement servicemembers and servicemembers and
dependents dependents
Post retirement insurance $3,500 co-pay cap annually %$1,500 co-pay cap annually
co-pay cap
Choice of duty stations Choice of all future duty No choice of future duty
stations stations
Tuition Assistance Up to $10,500 a year Up to $6,500 a year
Basic Allowance for BAH 10% higher than local cost BAH 10% lower than local cost
Housing of living of living
Future payraises The same as civilian wage pay Lower than civilian wage pay
raises raises
Pay compared to civilian Lower than civilian jobs The same as civilian jobs
jobs requiring same level
of experience and
education
() (&) )
I would choose I would choose Neith
Concept 1 Concept 2 s
Sceen 7 of 8
( | | )
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Assume that you have only the following career benefit systems to choose from, please indicate which of the choices you
would prefer (you may also indicate "neither”). You may assume that any criteria not specified below is the same for each

alternative presented.” Click here to see the definition of some terms.

Retirement Payment

Thrift Savings Plan / 401k

Continuation Bonus at 15
Years of Service

Separation Pay

Medical after military
retirement

Post retirement insurance
co-pay cap

Choice of duty stations

Tuition Assistance

Basic Allowance for
Housing

Future pay raises

Pay compared to divilian
jobs requiring same level
of experience and
education

Concept 1
10% of base pay

No government contribution
9 months of base pay

No seperation pay

10% Co-Pay for all
servicemembers and
dependents

$1,500 co-pay cap annually

Choice of some future duty
stations

Up to $4,500 a year

BAH 10% higher than local cost
of living

The same as civilian wage pay
raises

Higher than civilian jobs

Concept 2

30% of base pay

3% of base pay contributed in
addition to pay

3 months of base pay

3 years of base pay

No co-pay

No co-pay

Choice of all future duty
stations

Up to $10,500 a year

BAH matches local cost of
living

The same as civilian wage pay
raises

Lower than civilian jobs

o) (o )
I would choose I would choose Neither
Concept 1 Concept 2
SceenBof8
( ] )
\r—J -V
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Thank you for your responses so far. We're amost done!

This last section of the survey contains questions about you. We will use the responses to these
questions to analyze responses of various groups of service members. Again we assure you that your
privacy will be protected.

Please click the "Right Arrow" to continue.

0% I 1100%
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What is your miltary pay grade?

() E1-E3
() E4-E5
() E6-E9
() 01-03
() 04-06
() 07-010

Select one answer and click the"Right Arrow" to continue,

S | 1100%
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What is your military Time In Service (TIS)?

() 0-4 years
() 5-8 years
() 9-12 years
() 13-16 years
() 17-19 years

(/) 20 years or more

Select one answer and click the"Right Arrow" to continue,

0% I 1100%
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What is your age?

() 17-24 years old
() 25-31 years old
() 32-39 years old
() 40-46 years old
() 47-54 years old
() 55 years and over

Select one answer and click the"Right Arrow” to continue,

0% I 1100%
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What is the highest level of education you have completed?

() Some high school

() High school graduate

() Some college

(L) Trade/technical/vocational training
() College graduate

() Some postgraduate work

() Post graduate degree

Select one answer and click the"Right Arrow" to continue.

-

b oaliien A
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What is your marital status?

U Single, never married

() Married or domestic partnership
() Widowed

() Divorced

() Separated

Select one answer and click on the"Right Arrow" to continue.

@ by
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We have reached the end of the survey.

Thank you again for your time and cooperation. You may close this window.

(9 I (%
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