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PREFACE

In 1986, the Congress mandated that the size of the
military officer corps be raduced to 6 percent below
1986 levels, with the cuts taking place in the years
1987 through 1989. When the Department of Defense
sought to avoid or reduce the mandated reductions last
year, the Congress permitted the pace of the reductions
to be slowed--they can now extend through 1990--but
retained the goal of a 6 percent reduction. It seems
likely that the issue will again be the subject of
debate this year.

This analysis by the Ccngressional Budget Office
(CBO) examines the effects of the officer corps
reductions on the patterns of promotion within the
military services and also on the numbers of new
officers (that is, accessions) that the services can
accept. It reflects service plans for accommodating
the mandated reductions in 1988 but not the details of
the budget amendment submitted for 1989.

The analysis was requested by the Subcommittee on
Manpower and Personnel of the Senate Committee on Armed
Services. In accordance with CBO’s mandate to provide
objective analysis, the paper makes no recommendations.

Marvin M. Smith of CBO’s National Security
Division prepared the paper under the general super-

vision of Robert Hale and Neil Singer. The author
gratefully acknowledges the assistance of Joel Slackman
and James West. Amanda Balestrieri edited the

manuscript and Rebecca J. Kees prepared it for
publication.

James Blum
Acting Director

February 1988






SUMMARY

The armed services have always endeavored to strike a
balance between the number of military personnel in
their officer corps and enlisted ranks. Between 1980
and 1986, however, the officer corps grew by 12.1
percent, while the enlisted ranks increased by only 4.8
percent. . The resulting decline in the enlisted-to-
officer ratio, coupled with pressures for reductions in
the defense budget, raised sufficient concern for the
Congress to legislate a 6 percent reduction in, the size
of the active-duty commissioned officer corps.

Initially, the Congress called for a 1 percent
reduction in 1987 from the fiscal year 1986 level,
followed by additional cuts of 2 percent in 1988 and 3
percent in 1989. The 1 percent reduction took place in
1987, and the remaining schedule was modified by giving
the Secretdry of Defense the option of adhering to the
original reductions or choosing slower <cuts of 1
percent in 1988, 2 percent in 1989, and 2 percent in.
1990. The Congress also left to the Department of
Defense (DoD) the final allocation of the total
reduction among the various military services.

The Congressionally mandated reductions in the
officer corps are thought to have a major impact on two
areas of force manning: the requisite number of
officers to sustain combat capability and the personnel
management system. Officials in DoD maintain that the
officer reductions would not leave enough officers to
meet combat needs. While this is clearly a matter of
concern, this report does not examine the accuracy of
this claim. Instead, this analysis addresses the
effects of officer corps reductions on promotions and
accessions by examining alternative ways of implement-
ing current law.

IMPORTANT PERSONNEL ISSUES

The Defense Officer Personnel Management Act of 1980
(DOPMA) places limits ("ceilings") on the numbers of
officers who can serve in three of the senior pay
grades of each military service. These ceilings, which
are part of permanent law, vary according to the total
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number of officers subject to DOPMA in each service.
Thus, reductions in the total number of officers will

lower DOPMA ceilings. DOPMA also guarantees tenure to
officers in senior pay grades--that is, they can remain
in the military for 20 or more years. If few officers

in senior pay dgrades 1leave because of guaranteed
tenure, lowered ceilings could mean a sharp drop in the
number of officers who could be promoted to more senior
grades. Such a drop could adversely affect morale and

hence defense capability. Consequently, the first key
question is:

o] Will officer corps reductions, coupled with
DOPMA ceilings, seriously affect promotions?

In addition, the services expect a reasonably
steady flow of new, young officers (called "acces-
sions") into the military. If the number of accessions
were to fall sharply, there might not be enough
personnel to meet needs in key senior pay grades in
later years, since the military does not normally hire
people directly from civilian life into senior grades.
Hence, the second key question is:

o Will officer corps reductions lead to fewer

accessions and possibly cause eventual
problems  in force manning?

METHODS AND ASSUMPTIONS

To answer these questions, the Congressional Budget
Officer (CBO) developed a mocdel that projects the
number of officers by pay grade in the Army, the Navy,
and the Air Force, the three 1largest services.
(Projections were also made for the Marine Corps, but
the effects of reductions on the Marine Corps were not
analyzed.) The model assumes that the willingness of
officers to remain in the military continues at recent
levels but accounts for various possible changes 1in
personnel policies, especially those governing
promotion. The percentage reductions in the officer
corps were calculated as a percentage relative to a
baseline projection that had two main assumptions: no
cuts in the number of officers planned by the services
in last year’s budget, and the continuation of other
policies at current levels.

The analysis makes many important assumptions.
The Secretary of Defense 1is assumed to opt for the
slower cuts of 1 percent in 1988 followed by 2 percent
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per Yyear 1in 1989 and 1990. The impact of these
reductions depends on how DoD chooses to allocate the
cuts among the services. Navy officers were exempted
from the 1987 reductions, presumably because of the
growth 1in the number of Navy ships:; all cuts were
allocated among the other three services. 1In 1988, the
Navy was actually allowed an increase in the number of
officers. It is possible that cuts in 1989 and 1990
may be apportioned evenly among all services.
Reductions were calculated for such a proportional
case, Case 1, as well as one in which the Navy remains
exempt and cuts are proportional among the other
services, Case 2 (see Summary Table 1).

The effects of the cuts also depend on how the
armed services 1implement them. Based on their
approaches to carrying out the fiscal year 1987 cuts,
the services appear to have quite different philosophi-

es. The Army, for example, chose to protect its new
officer accessions at the expense of more senior
officers. In contrast, the Air Force attempted to

protect those officers currently in uniform and in
turn placed a larger burden from the cuts on acces-
sions. The Navy has indicated that, if it makes cuts
in the future, it would protect its "warfare" officer
communities (that 1is, officers serving primarily on
ships, aircraft squadrons, and other combat elements)
and thus take the bulk of its share of reductions from
shore support billets. Based on informal discussions
with the services, this study assumes that they would
implement future cuts using the same approaches that
they employed or would have employed in 1987.

PROMOTING EXISTING PERSONNEL

CBO’s analysis concludes that the limits on numbers of
senior officers imposed by DOPMA do not appear likely
to constrain seriously any of the services’ abilities
to comply with the mandated reductions in the officer
corps. Given past policies, the Army is projected to
be below DOPMA limits at two of the three pay grades
controlled by DOPMA in 1988 through 1990 (see Summary
Tables 2 and 3). The Army is actually likely either to
speed up promotion, or to increase promotion oppor-
tunities, or both. The Air Force and the Navy, on the
other hand, are projected to exceed DOPMA limits for
most pay grades from 1988 through 1990; they would
therefore have to promote officers more slowly to
comply with current law. In most cases, however, the
requisite slowdown would be less than six months. If

3






SUMMARY TABLE 1. PROJECTED ANNUAL REDUCTIONS IN THE OFFICER
CORPS BELOW 1986 STRENGTH (Number of officers)

Annual Reduction (-) or Increase (+)

1986 by the End of
Actual 1989 1990
Strength 1987 1988 Casela/ Case2b/ Casela/ Case2b/
Army 107,962  -1,635 -1,514 -2,153 -3,107  -2,166 -2,839
Navy 72,051 0 +559 -1,452 0 -1,423 0
“Air Force 109,048  -1,255 -2,255 -2,167 -2,134 -5,181 -2,815
Marine Corps ¢/ 19,735 -198 +122 -404 -835 -406 -522
Total 308,796 -3,088 -3,088 -6,176 -6,176  -6,176 -6,176

SOURCE: Based on Department of Defense data and Congressional Budget Office estimates.

a. Proportional cuts in all services.

b. Navy exempt from cuts.

c. CBO did not analyze éffects of the officer corps reductions on the Marine Corps.







SUMMARY TABLE 2. EFFECTS OF OFFICER CORPS REDUCTIONS
ON DOPMA LIMITS IN EACH SERVICE
BEYOND 1988

Service 1988 1989 1990
Number of Officers in Pay Grade
Above (+) or Below (-) DOPMA Limit
Assuming Proportional Reductions
Army
Major -374 -211 -322
Lieutenant Colonel +132 +148 +124
Colonel -269 -168 -292
Navy
Lieutenant Commander -297 +242 +191
Commander -128 +40 -5
Captain +44 + 266 +244
Air Force
Major +337 +144 +172
Lieutenant Colonel +156 +15 +43
Colonel +113 +195 + 264

Number of Officers in Pay Grade
Above (+) or Below (-) DOPMA Limit
Assuming Proportional Reductions

Except Navy Exempt
Army
Major -374 -428 -169
Lieutenant Colonel +132 +171 +170
Colonel -269 -258 -498
Air Force
Major +337 +235 +334
Lieutenant Colonel +156 +325 +461
Colonel +113 +194 + 282
SOURCE: C'ongressional Budget Office estimates.
NOTE: DOPMA = Defense Officer Personnel Management Act.







SUMMARY TABLE 3. EFFECTS OF OFFICER CORPS REDUCTIONS
ON ACCESSIONS IN EACH SERVICE
BEYOND 1988

Service 1988 1989 1990

Percentage Reductions in Accessions
Relative to Baseline Assuming
Proportional Reductions

Army 0 13 22
Navy 14 24 32
Air Force 36 25 30

Percentage Reductions in Accessions
Relative to Baseline Assuming
Proportional Reductions

Except Navy Exempt
Army 0 ) 19 | 31
Air Force 36 32 33

SOURCE: Congressional Budget Office estimates.







the effects of these promotion patterns are judged
unacceptable by the services, there are other options.
Current law allows the services to review the records
of senior officers who have not been promoted to the
next higher paygrade after the customary waiting
period. Up to 30 percent of these officers can be
required to leave the military before the years of
tenure normally guaranteed by DOPMA. This provision
for Selective Early Retirement (SER) has not yet be-n
widely used by the services. The services could also
ask the Congress to modify the DOPMA grade ceilings
temporarily--none of the services has yet formally made
such a request.l/

ACCESSING NEW PERSONNEL

Although the DOPMA concerns appear manageable, the
services might face more serious consequences in their
overall management of accessions if they approach the
reductions using their 1987 strategies. For example,
the Army attempted to protect its accessions in 1987.
If the Army follows such a course in the future, it
will have to reduce the number of some trained
officers--such as captains who usually have 12 or more
years of experience--by as much as 4 percent in 1990
relative to the CBO baseline described above. Even
with these reductions, the Army would have to reduce
accessions by 13 percent in 1989 and 22 percent in 1990
if cuts in the number of officers are distributed
proportionately across services, or 19 percent in 1989
and 31 percent 1in 1990 if the Navy continues to be
exempt from reductions (see Summary Table 3).

The continuation of 1987 strategies would have
important effects on the other services as well. The
Air Force, which has sought to avoid losing trained
officers, could face reductions in accessions of 25
percent or 32 percent in 1989, and 30 percent or 33
percent in 1990, again depending on whether the Navy is
exempt from reductions (see Summary Table 3). Such
large reductions in accessions would interrupt the flow
of new officers into the Air Force, eventually leaving
a gap in trained officers (a "trough" in the officer

1. DoD has developed a package of legislative changes
suggested by the services for submission to the
Congress. However, the legislative proposals have
not been formally submitted, as of this writing.






profile) when they are needed to replace those leaving
the service. Thus, the effect would last for many
years. If the Navy were required to accept reductions
and 1insisted on protecting its warfare officer
communities, it might have to accept disproportionate
losses 1in some key nonwarfare communities such as
engineers and 1intelligence officers. Moreover, by
relying heavily on shore billets as the major source
for mandated reductions, the Navy might not be able to
assign enough officers to shore duty to prevent longer
sea tours and the associated family separations that
create potential problems in retaining personnel.

Accession problems could be mitigated if the
policies needed to achieve reductions cause more
officers to 1leave voluntarily. Such increased
voluntary losses were not assumed in this study but
might occur if promotions were delayed substantially,
causing officers to seek other careers. The finding
that promotion would not have to be delayed by more
than about six months suggests, however, that voluntary
losses probably would not rise enough to avert large
reductions in accessions.

More importantly, the services may be able to
ease--but not eliminate--these accession problems by a
more balanced approach to accommodating reductions,
instead of the "all-accession" or "no-accession”
approach. Such a balanced approach would involve a
combination of fewer accessions and more losses,
achieved through use of provisions 1like SER or
reductions in Jjunior officer ranks. Compensation
incentives could also be used to persuade officers to
serve in key jobs.

Some of these policy changes might require changes
in the law. In order to reduce the number of junior
officers, for example, some of the services may need
the authority to implement a reduction-in-force (RIF)
that requires those officers to leave. If the Navy has
problems with sea-shore rotations, it might need to
offer additional sea pay to induce officers to remain
at sea longer. ©No conclusions have been reached about
these options, since the services have not yet proposed
any changes.






CHAPTER I

INTRODUCTION

In 1986, the Congress mandated reductions in the
officer corps of the armed services that were to be
completed by the end of 1989. The Congressional Budget
Office has analyzed the effects of these reductions on
the personnel management of military officers, in
particular the effects on promotions and accessions. -
The study examines alternative ways of implementing
current law when planning the required reductions and
suggests ways in which cuts can be made with the least
disruption to the personnel system already in place.
Alternative options for reducing the overall number of
officers are evaluated for the Army, the Navy, and the
Air Force 1in terms of changes in pay grades and
accesssion policies relative to a baseline projection.
Although the size of reductions in the Marine Corps was
projected, ‘this study does not include an analysis of
the effect of those cuts. (The baseline projection
provides an estimate of the future size of the officer
corps for each service if no cuts were made and other

policies remained the same. It is not related to CBO
baseline projections wused in the analysis of the
federal budget.) In addition, the effect of the

Defense Office Personnel Management Act of 1980 (Public
Law 96-513, referred to as DOPMA) on strategies to
reduce the officer corps is investigated by comparing
projected numbers of officers after the cuts have been
made with the DOPMA limits on the number of officers in
each pay grade.

This study does not address the issue of how many
officers are required to meet Department of Defense

(DoD) needs. While clearly important, this issue
involves many detailed judgments that are beyond the
scope of this effort. 1In debates during the next few

years, the effects of officer cutbacks on promotions
and accessions may assume greater importance than the
issue of requirements for defense needs. Press reports
suggest that in response to budget 1limits, DoD is
considering reducing the size of its total force--
officer and enlisted--by around 2 percent. This cut
would be accomplished by delaying buildups of capabil-
ity and perhaps by removing some existing military
units. These changes could obviate the armed services’
concerns about reductions in the number of officers.
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The effect of officer cutbacks on promotions, however,
would still be an important issue.

REASONS FOR THE REDUCTIONS IN THE OFFICER CORPS

An important objective of the armed services in their
force planning has been to maintain an officer corps
that provides adequate leadership and management in
peacetime or war without adding unnecessarily to costs
or providing excessive supervision. Recently, concerns
have been raised in the Congress that the officer corps
has grown beyond the point of balance between these
constraints. Chief among these concerns is that the
size of the officer corps increased by 12.1 percent
between fiscal years 1980 and 1986 while the enlisted
ranks grew by only 4.8 percent during the same period.
This shift caused the enlisted-to-officer ratio to
decline from 6.3 in 1980 to 5.9 in 1986, with the
greatest decline occurring in the Army (see Table 1).

Although DoD has consistently maintained that
this decline 1in the enlisted-to-ocfficer ratio |is
justified on the grounds of increased combat capabili-
ty, in 1986 the Congress mandated a 6 percent reduction
in the size of the active-duty commissioned officer
corps. The Congress initially called for a 1 percent
reduction from the fiscal year 1986 level by the end of
1987, followed by additional 2 percent and 3 percent
reductions by the ends of fiscal years 1988 and 1989,
respectively. The 1987 reduction has been carried out.
The 1988 DoD authorization legislation maintained the
remaining cuts as originally mandated but included a
provision whereby the Secretary of Defense, upon
determining that the reductions would create severe
personnel management problems, could notify the
Congress and trigger an alternative series of cuts of 1
percent in 1988, 2 percent in 1989, and 2 percent in
1990. The Secretary has apparently chosen the slower
reductions.

SOURCES OF DEBATE

Although the Congress has mandated continued officer
corps reductions, DoD has appealed for relief from
reductions in the past, and it may well do so again for
the years 1989 and 1990. DoD may also request changes

10






TABLE 1. RECENT CHANGES IN THE
ENLISTED-TO-OFFICER RATIO

Percentage
1980 1986 Change

Service (Ratio) (Ratio) 1980-1986
Army 6.8 6.1 -10.3
Navy 7.3 7.0 -4.1
Air Force 4.7 4.5 -4.3
Marine Corps 9.4 8.8 -6.4
TotalDoD 6.3 5.9 -6.3

SQURCE: Congressional Budget Office estimates based on Department of Defense data.

11






in the law to help it accommodate the reductions.
Several issues will dominate any debate.

DoD bases much of its opposition to officer corps
reductions on the argument that it has valid require-
ments for more officers than are now in the forces.
DoD determines its requirements for officers and
enlisted personnel based on detailed planning factors

that assign personnel to ships, aircraft, ground
vehicles, and all other weapon systems as well as to
the forces that support them. DoD argues that

requirements for officers, especially those in support
forces, have increased in recent decades because highly
technical weapon systems demand skills normally found
in the officer corps rather than in the enlisted ranks.

Some members of the Congress have countered that
the size of the officer corps has grown to the point
that it contributes to "redundant headquarters and
overblown staffs."l/ Officers made up 12.5 percent of
total military personnel in 1950. By 1980 that number
had grown to 13.6 percent, and it climbed to 14.4
percent by the end of 1986. In recent debates,
Congressional critics--especially in the Senate--have
also argued that DoD has failed to document its needs
for this growing number of officers.2/

How many officers DoD is judged to need will
affect future defense budgets, another key issue. The
1 percent officer corps reduction in 1987 lowered 1988
defense costs by about $155 million (including a
reduction in dollars set aside to pay future retirement
costs), assuming the reduction was proportional across

pay dgrades. If fully carried out, the 6 percent
reduction might eventually reduce annual costs by about
$1 billion. Since officer corps reductions can be

offset by increases in enlisted personnel, cost savings
stem from the lower salaries of enlisted personnel
compared with officers. These sums are modest compared
with the whole of the DoD budget, but during this
period of intense budget stringency, savings of any
magnitude are taken seriously.

1. National Defense Authorization Act for Fiscal Year
1987, Report No. 99-331, Senate Armed Services
Committee, to accompany S.2638, 99:2 (1986), p.
211.

2. Ibid.
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Yet ancther issue is the effect of a reduced
officer corps on the ability of the services to
attract, promote, and separate officers. Management of
officer personnel 1is governed by DOPMA. For each
service, DOFMA sets limits ("ceilings") on the number
of officers who can serve in selected pay grades at the
end of the vyear (termed "end strength"). Officers
serve 1in one of ten pay grades, from the most junior
(designated "0-1" for officer pay grade 1, and
corresponding to an Army second lieutenant) to the most
senior (designated "0-10" and corresponding to a full
general 1in the Army). For a given total number of
officers in a particular military service, DOPMA limits
the end strengths in three key "field grade” positions:
0-4 (major or lieutenant commander), O0-5 (lieutenant
colonel or commander), and 0-6 (colonel or Navy
captain). In addition, DOPMA provides tenure rights.
Officers attaining pay grade 0-4 are guaranteed the
right to complete 20 years of service (except in a case

of bad- behavior); officers in pay grade 0-5 can
complete 28 years, while officers in pay grade 0-6 can
complete 30 years. DOPMA also governs many other

details of -promotion policy.

Coupled with an officer cutback, DOPMA could pose
problems. Tenure rights may prevent the services from
reducing the number of officers in key pay grades.
Ceilings on numbers allowed to serve could then force
substantial delays in the timing of promotions or sharp
reductions in the chance of being promoted to a higher
pay grade. If sufficiently severe, these problems
could cause morale problems that harm military
readiness or discourage qualified candidates from
entering the officer corps.

In addition to problems with promotions, the
officer reductions could 1lead to problems with
accessions. The military services count on a reasonab-
ly steady annual flow of new officers into each
service. Without such a flow in later years, there
might not be enough officers to meet needs at more
senior levels since the services usually do not hire
people from the civilian population to fill senior
grades. If there are no increases in the number of
senior personnel leaving the military, therefore, the
reductions in the officer corps could lead to a sharp
cutback in accessions.
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CHAPTER II

EFFECTS OF REDUCTIONS IN THE OFFICER

CORPS ON PERSONNEL POLICIES

The Congressional Budget Office assessed the effects of
planned officer reductions on the personnel policies of
the Army, the Navy, and the Air Force. Specifically,
the analysis projects the effects of reductions from
1988 through 1990 on the number of officers entering
and leaving each service, and the promotion pattern

within the service. To make such projections, CBO
developed a methodology for modeling these effects and
relied on a certain set of assumptions. Appendix A

provides a detailed discussion of the CBO model and the
assumptions underlying it.

METHODS AND ASSUMPTIONS

The model developed by CBO to .study the officer
personnel system accepts as input an estimate of the
willingness of officers at each year of service to
continue in the military. The model also accounts for
important personnel policies, such as the number of
years before an officer is eligible for promotion and
the chance of being promoted. The military officer
personnel system is therefore an important underlying
assumption in the methodology developed for this study.

Military Officer Personnel System

This study focuses on selected commissioned officers--
that is, those holding a Presidential appointment to
serve in positions of authority in the U.S. military.
The study deals with those commissioned officers who
are serving on active duty and who are not commissioned
warrant officers (a class of officer that provides
technical supervision). At the end of 1987, the armed
forces had a total of 305,708 commissioned officers on
active duty in the ranks that are the subject of this
study. Those officers served in all four services,
with the Air Force having the most and the Marine Corps
the fewest (see Table 2). They made up 14 percent of
the total number of personnel on active duty at the end
of 1987 (excluding cadets and midshipmen). Most of the

14






TABLE 2. ALL COMMISSIONED OFFICERS IN THE ARMED
SERVICES, END OF 1987

Number of
Service Officers
Army 106,327
Navy 72,051
Air Force 107,793

Marine Corps 19,537

Total . 305,708

SOURCE: Congressional Budget Office based on Department of Defense data.
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rest (85 percent) were enlisted personnel; a few (1
percent) were noncommissioned warrant officers who
provide technical supervision. Noncommissioned warrant

officers are managed separately from other officers and
are not considered in this study.

Several subpopulations of this group are of
particular interest in the study. Only certain members
of the officer corps are specifically covered by the
DOPMA legislation that regulates officer personnel
policies. The total of DOPMA-accountable officers
excludes those who are generals or admirals and certain
officers serving 1in special fields, such as those
responsible for the administration of the reserves. 1In
many cases this study focuses on a further subgroup
known as line officers. Line officers are eligible to
command major weapon systems and combat units,
generally excluding officers providing support services
such as doctors, lawyers, supply corps specialists, and
intelligence officers. The promotion and retention
behavior of line officers tends to be similar, and data
for line officers are readily available.

The commissioned officers of interest 1in this
study serve in one of ten pay grades, from pay grade

0-1 through pay grade 0-10. Pay grade defines an
officer’s pay and status and also his authority.
Generally, officers in a higher pay grade have

authority over officers in lower grades.

The DOPMA legislation specifies the maximum number
of officers in the key field pay grades of 0-4, 0-5,
and 0-6 in each service. The maximum numbers vary with
the number of total commissioned officers (excluding

warrant officers). DOPMA also guarantees tenure to
officers in these pay grades, and establishes other
rules that govern officer personnel management. For

example, time-in-grade requirements stipulate that an
officer serving in a senior rank must spend a certain
number of years (usually three) before he or she can
retire and draw the pay associated with that rank.

Within the limits set by 1law, the services are
free to manage their officer corps as they see fit.
Each service determines the promotion point, which is
the number of years of service required before an

officer is eligible for promotion. Each service also
sets the promotion opportunity or probabkility of
promotion. Between the most Jjunior officer eligible

for promotion and the most senior, there is a group of
officers that makes up the promotion zone. Promotion
opportunity refers to the chance of being selected for

16






promotion for officers within this zone. Promotion
points and opportunities influence the number of
officers serving in pay grades and so must be deter-
mined in ways consistent with DOPMA limits.

The services can use other policies to influence
the size and composition of their officer corps. DOPMA
allows the services to exercise Selective Early
Retirement (SER) of officers. SER provisions permit a
one-time review and selection of senior officers who
are then required to 1leave the military before the
minimum periods otherwise guaranteed by DOPMA. The
services have only rarely used SER, but could use it
more extensively to accommodate officer reductions.
The services could also seek to apply reductions-in-
force (RIF) to all paygrades, .including those guaran-
teed minimum periods of service by DOPMA. Under a RIF-
-which would require a change in the law--officers are
required to leave the services involuntarily before the
points of departure set by 1law or normal service
policies.

These personnel policies, and the nature of
military service, lead to a pattern of retention or
willingness to remain in the military. Many officers
leave after an initial period of service, often four to
six years. Of those who complete about ten years of
service, most remain to complete twenty years--the
minimum required to qualify for military retirement
pay--but many then retire. (These retention patterns
are reflected in continuation_ rates--defined as the
fraction of officers at the end of a given year of
service who remain on active duty until the end of the
next year.) Retention patterns influence numbers
serving in each pay grade--and hence promotion points
and opportunities--because they determine how many
remain in service. Indeed, in recent years retention
has been high, causing an increase in the number of
senior officers or, where DOPMA 1limits have been
reached, increases in promotion points or decreases in
promotion opportunity.

Baseline for Comparison

For purposes of comparison, this study needed a
baseline projection that did not assume officer
reductions. Thus, the baseline assumes that the
services are authorized to have end strengths equal to
those proposed in the January 1987 budget, which
excluded any officer reductions. In most cases,
continuation rates are assumed to remain at 1986 levels
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as are promotion policies such as years before
promotion and chance of promotion. Baseline projec-
tions for each service are discussed below in connec-
tion with the finding for that service.

Portion of Officer Corps Modeled

Data were not available to allow CBO to model the
entire officer population of each service, and time did
not permit the development of such data. Nor was it
possible to model all officers subject to the DOPMA
legislation. Instead, CBO modeled selected subgroups
of officers defined in Table 3. These subgroups
represented 68 percent or more of all commissioned
officers and should therefore be representative. In
the remainder of this study, the subgroup for the Army
is simply referred to as Army officers, and so on for
the other services.

DOPMA 1limits also had to be modified to reflect
the size of the subgroup in each service. This was
done proportionally: if the subgroup represented 80
percent of "all officers subject to DOPMA, that subgroup
was assumed to have an officer ceiling equal to 80
percent of the total ceiling. - Henceforth these
sublimits are simply referred to as DOPMA limits.

Allocation of Reductions to the Services

Although the Congress has stipulated the size of the
total officer reductions, DoD 1is responsible for
distributing the reductions among the various military
services. After extensive deliberations at the
beginning of 1987, DoD finally selected and imple-
mented a scheme to distribute the 1987 reduction.l/
That plan exempted the Navy from reductions below its
1986 level of officers, apparently because of require-
ments stemming from an increase in the number of ships.
The other services were reduced enough to accomplish
the 1 percent cut in total DoD officer strength, with
cuts made roughly in proportion to strengths at the end
of 1986. For 1988, DoD allowed the Navy an increase of
559 officers and allocated larger reductions among the

1. For more information on DoD’s administration of
the 1987 reduction, see General Accounting Office,

Military Officers: DoD’s _Implementation of
Congressionally-Mandated Reductions (1987).

18






TABLE3. DEFINITION OF OFFICER POPULATIONS
MODELED BY CBO

Percentage Percentage
of all of DOPMA-
Commissioned  Accountable
Service Definition Officers Officers
Army Officer Personnel Management
Directorate (OPMD)
Line Officers 68 84
Air Force All Line Officers 85 90
Navy ~All Naval Officers Except Training
and Administration of Reserves

(TARs) andWarrant Officers 95 108

SOURCE: Congressional Budget Office estimates based on Department of Defense data.

NOTE: These percentages are as of the end of fiscal year 1987.
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other services to achieve the required total cut. DoD
has not made known its distribution plan for cuts for
1989 and 1990. -

This study examines two possible scenarios. in
the first scenario, reductions in 1989 and 1990 are
allocated proportionally among all the services

including the Navy (Case 1); in the second, the Navy
remains exempt while the other services are cut
proportionally (Case 2). The reductions in Case 1 are

made relative to current end strengths. However, since
Case 2 is assumed to be similar to the 1987 reductions,
where the Navy was also exempt, the cuts are computed
slightly differently: reductions are made relative to
end strengths planned in January 1987, since this
approach appeared to be most consistent with past DoD
actions. Consequently, if a service planned an
increase in strength in 1989, then the higher strength
was used in calculating its proportion of any reduc-
tion.2/ This approach has been controversial and is
discussed more fully in Appendix A.

Table 4 shows the reductions for all commissioned
officers resulting from these calculations. Regardless
of how DoD arrived at its allocation of reductions, the
law required reductions below actual officer strength
as of the end of 1986. Thus, Table 4 shows annual
reductions below the 1986 levels for each of the years
from 1987 through 1990. Reductions for the last two
years assume cuts as described above.

2. A hypothetical example should <clarify this
approach. Assume that Service A has 1,000
officers and plans to stay at that level in 1989.
Service B also has 1,000 officers but plans growth
to 1,100 by 1989. The Congressionally mandated
reduction in 1989 requires a cut of 2 percent
below actual levels at the end of the previous
year, leaving 1,960 officers in both services (2
percent below the total of 2,000 officers in both
services at the end of the previous year.) But,
relative to planned strength of 2,100, the
reduction amounts to 140 officers. If this
reduction is assessed proportionally to planned
strength, Service A is reduced by 67 officers to
933 officers while Service B 1is reduced by 73
officers below planned strength to a 1level of
1,027. Because of 1its planned increase, the
officer "reduction" actually allows Service B some
growth above its actual level.

20






TABLE 4. PROJECTED ANNUAL REDUCTIONS IN THE OFFICER
CORPS BELOW 1986 STRENGTH (Number of officers)

Annual Reduction (-) or Increase (+)

1986 by the End of
Actual 1989 1990
Strength 1987 1988 Case 1l a/ Case2b/ Casela/ Case2l/
Army 107,962 -1,635 -1,514 -2,153 -3,107 -2,166 -2,839
Navy 72,051 0 + 559 -1,452 0 -1,423 0
Air Force 109,048 -1,255 -2,255 -2,167 -2,134 -2,181 -2,815
Marine Corps ¢/ 19,735 -198 +122 -404 -935 -406 -522
Total 308,796 -3,088 -3,088 -6,176 -6,176 -6,176 -6,176

SOURCE: Based on Department of Defense data and Congressional Budget Office estimates.

a. Proportional cuts in all services.

b. Navy exempt from cuts.
c. CBO did not analyze effects of the officer corps reductions on the Marine Corps.
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STRATEGIES FOR ACCOMMODATING CUTS

There are, of course, many ways for each service to
accommodate reductions. They can emphasize reductions
in more senior or more junior officers. The analysis
in this chapter assumes reductions are carried out
based on plans supplied informally to CBO by each of
the services in the fall of 1987. The details of each
service’s strategy are discussed in connection with
results for that service.

Based on the services’ experiences with the fiscal
year 1987 cuts and their tentative plans for future
officer corps reductions, it appears that the Army, the
Navy, and the Air Force can accommodate the mandated
officer reductions without changes to the existing
DOPMA 1legislation. To meet existing DOPMA 1limits,
however, some of the services would have to change
their policies such as the time of promotion to higher
pay grades, though not by more than about six months.
There could also be 1important effects on other
personnel variables, particularly the number of new
officers entering the corps. For example, based on its
tentative plans that emphasize reductions in acces-
sions, the Air Force appears 1likely to reduce new
officer accessions 1in 1990 by as much as 33 percent
below baseline levels.

One of the interesting findings 1is that each
service appears to prefer a different approach to
implementing the officer reductions. For example, in
carrying out its fiscal year 1987 cut, the Army chose
options for reduction that resulted in the protection
of 1its accessions at the expense of more senior
officers. Moreover, the Army appears to intend to do
the same in fiscal years 1988, 1989, and 1990, although
it may have difficulty doing so.

In contrast, the Air Force appears to take the
opposite approcach. 1In meeting its allocated reduction
in fiscal year 1987, the Air Force attempted to protect
those officers currently in the service and placed a
larger burden of the cuts on accessions. Air Force
officials have indicated informally that they will
follow this strategy in future years.

The Navy was exempt from allocated reductions in
1987, and was permitted instead to maintain its 1986
officer end strength. For 1988, the Navy will actually
be allowed to increase 1its officer corps by 559
officers. Navy officials have indicated that if their
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personnel are not exempted in 1989 and 1990, they would
protect officers in what they refer to as their warfare
communities--chiefly, officers in surface, submarine,
and air warfare billets--at the expense of those in
shore support billets.

As these various approaches suggest, there are
many alternatives available to accommodate officer
reductions. Thus, if one approach appears to have
onerous effects--for example, a large reduction in new
officers that 1in 1later vyears would mean too few
officers available for key Jjobs--the service could
alter other possible cuts and balance the effects. The
services could also request changes in the current
DOPMA legislation to allow them more flexibility to

accommodate cuts, though no service has yet requested
specific changes.

Accommodating Cuts in the Army

The baseline projection for the Army is shown in
Table 5. Consistent with the Army’s plans, accessions
are assumed to remain constant at the 5,500 level in
fiscal years 1988 through 1990. Promotion opportunity
was adjusted slightly to ensure that promotion points
remained constant, as Army personnel managers prefer.
The baseline projections show that the Army is expected
to remain within the estimated DOPMA limits.

The Army’s reduction strategy 1is assumed to
include the following policies. For perspective,
numbers in parentheses indicate the reductions achieved
by each policy initiative in 1987.

o A voluntary switch to selected reserve (part-
time) units by some in pay grade 0-2 or first
lieutenants (100);

o} The separation of some captains (pay grade
0-3) who were twice passed over for promotion
(565):

o The Selective Early Retirement of some

lieutenant colonels, and colonels (pay grades
0-5 and 0-6) (45); and

o Oonly such reductions 1in the number of

accessions as are necessary, after these
other policies are implemented.
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