‘‘‘‘‘‘

L4
CXOC S

y »

3

Technical Report 772

The Effect of Transferability of Gl Bill
Benefits for Family Members on .
Army Retention and Career Choice 3

Hyder Lakhani, Paul Gade, and Glenda Y. Nogami

v
[*2]
e
>
T
Q
<

DTIC

ELECTEE®N

Personnel Utilization Technical Area
Manpower and Personnel Policy Research Laboratory

ert

U. S. Army

Research Institute for the Behavioral and Social Sciences

December 1987

Approved for public release; distribution unlimited.
88 3 15 06 ¢

D AN SR R

AERCP Pl




A,

RO P

P
o e

[ U.S. ARMY RESEARCH INSTITUTE

N FOR THE BEHAVIORAL AND SOCIAL SCIENCES
\ A Field Operating Agency under the Jurisdiction of the
(]
N‘
- Deputy Chief of Staff for Personnel
..
"
.
: WM. DARRYL HENDERSON
iy EDGAR M. JOHNSON ; COL, IN
- Technical Director Commanding
|
2
o«
b Technical review by
2 Accesici For 4
o Don Cox T e e j—v—«—{
' David K. Horne ri'% SFAS
’ Abraham Nelson O3iC Tan ol l
) Urdiss e
: Josith et ) l
- b - S ]
- t
. Ey f
= v coees T 1
1
| A - ~ - -
3 [ - ‘ |
j b e - - -
‘ \, - ! !
. P :
g i I i
. . i [
S ‘[H’/t ; ¥
Y B Y AU
- NQTICES
q
- FINAL DISPOSITION" This report may be destroyed when it is no longer needed. Please do not
:A- return 1t to the U.S Army Research Institute for the Behavioral and Social Sciences
, NOTE: The findings in this report are not to be construed as an official Department of the Army
( posttion, unless so designated by other authorized documents.

- 1 O CX




.::\: -

:Z:; UNCLASSIFIED

6._ SECURITY CLASSIFICATION OF THIS PAGE (When Dats Entered)

o REPORT DOCUMENTATION PAGE BEFORE COMBL ETING FORM

_-:', 1. REPORYT NUMBER 2. GOVTY ACCESSION NO.| 3. RECIPIENT'S CATALOG NUMBER

o ARI Technical Report 772

::-_: 4. TITLE (and Subtitle) S. TYPE OF REPORT & PERIOD COVERED
THE EFFECT OF TRANSFERABILITY OF GI BILL }“;‘jrig‘gsgeio” L987
BENEFITS FOR FAMILY MEMBERS ON ARMY RETENTION uLy —August
AND CAREER CHOICE §. PERFORMING ORG. REPORT NUMBER
7. AUTHOR(a) 8. CONTRACT OR GRANT NUMBER(s)

Hvder Lakhani, Paul A. Gade, and Glenda Nogami

5. PERFORMING ORGANIZATION NAME AND ADDRESS 10. PROGRAM ELEMENT. PROJECT, TASK
; - . AREA & WORK UNIT NUMBERS
U.S. Army Research Institute for the Behavioral
and Social Sciences (ATTN:  PERI-RP) 2Q263731A792
5001 Eisenhower Avenue, Alexandria, VA 22333-5600 2.4.2.H.4
: 11. CONTROLLING OFFICE NAME AND ADDRESS 12. REPORT DATE
~ December 1987
:,'.:_ . 13. NUMBER OF PAGES
.r_j.- 62
AN T4, MONITORING AGENCY NAME & ADDRESS(!! ditferent from Controlllng Oftice) | 15. SECURITY CLASS. (of thia report)
" Unclassified
Py _—
- 1Sa. DECLASSIFICATION/ DOWNGRADING
-2 SCHEDULE  __
s
S 6. DISTRIBUTION STATEMENT (of this Report)
Mg
e

Approved for public release; distribution unlimited.

17. DISTRIBUTION STATEMENT (of the abastract entersd in Block 20, {f different from Report)

;5
:.f,-:\ 18. SUPPLEMENTARY NOTES
! .:I‘
b ._f. .
o
. A
M L":“: 19. KEY WORDS.(Continue on reveree aide {{ necessary and !/dentily by block number)
_-_"_:::' GI Bill)’m:*nefits Training cost
Al Cost effectiveness Selected reenlistment bonuses/
- - Reenlistment Economic analysis
s Career choice Logit models.
o
‘-;.? 20. ABSTRACT (Contfaoue an reverss side if neceasary aud |dentily by Block number)
.- This technical report analyzes the effect of proposed transferability of
_‘,::-:: the new GI Bill benefits for family members of soldiers on their retention and
e career cihoice. The authors emplov cost-effectiveness analvsis to compare the 4
{-f': increase in costs of the proposal and selective reenlistment bonuses to be '
0., paid to the reenlistees with the decrease in recruitment and training costs
"'.'r\ and conclude that the proposal is cost effective because the Army can save at
E’:Q least $9,400 per soldier. An estimated increase in reenlistment (Continued)
aJe.
“ f.. bD tflOA:..n 1473 EDITION OF ) NOV 65 1S OBSOLETE UNCLASSIFIED

&

o I SECURITY CLASSIFICATION GF THIS PAGE (When Data Entersd)
:
W,
n.
-.’
e

= A Y L e IO T T T o T T o O T T e e O T T A N T TO PR S

LRI A A IS _‘.'r.r_,,‘\_. __J‘x-f\.','.-/‘\-f\'-f, A \.r\,_.r__.-\\- - \'J-._.-‘_:\ w.' .-.'-..,_ (ot " .r,\-:\.h
. E . . . , 0 " . »' . 5 - - i -




'\:""\

2L

,‘
o
L

Y44

s
S K R RV S

7

[

.
x

Iy
34,

-

-~ a3
R
vy "¢ e 3
PRIV MR

LA

DD
SN S
CRE TR

DTN
SERERTIAR
R o L e

2@
0 ‘I l'
PR A

‘l .l J

v

]
)
PN A A

gyt

e

:
i

&3.. ‘:‘o‘;'v‘.
‘4, “.‘l p .?K‘. L A

A r‘:‘? {n“

RIS SN

«

t’n’-'l":‘..'

hY 5‘1“(:-

»
L

o @

RAIIS

e C S Ra iia¥ BT Ba~ Sa"aRa - Vi gt gl ae v W i Soh S0 2ol SaL Al Ale Aks e Ria SAL SRR AL MA S8 d S St AR Ol o rJ"uT

UNCLASSIFIED

SECURITY CLASSIFICATION OF THIS PAGE(Whan late Entered)

ARI Technical Report 772
20. Abstract (Continued)

-based on a survey of soldiers' intentions to reenlist suggests that the Army
can save about $200 million per vear.

b

UNCLASSIFIED

11 it e  accieic av Yt D ACEWhen b

SECURITY CL ASSIFIC ATION OF YTHIS P AGE(Whan Dara Fnrared) |

o S P I Y R U PNy
Ao, O v e



Y

(4
+

3
4
-

A 3 W kat . . II"H‘-Y'T

Oy

Technical Report 772

PR

[

g P - e
Y

s
"n )l "l

{'

The Effect of Transferability of Gl Bill
Benefits for Family Members on
Army Retention and Career Choice

o
.

-

4-‘."
P

. Hyder Lakhani, Paul Gade, and Glenda Y. Nogami

&2

da L
SN T
)

5,
P

i)
LI c‘ ',

[d

Y4
oy
eleea .b

- P
PG
o et
x‘:’x’r J& A

Personnel Utilization Technical Area
Paul A. Gade, Chief

K
Aty

-
AN
x"x

2
kY

- I W
I ML
AR EN

CAp s

.l".l

Manpower and Personnel Research Laboratory

&

Newell K. Eaton, Director

U.S. ARMY RESEARCH INSTITUTE FOR THE BEHAVIORAL AND SOCIAL SCIENCES
5001 Eisenhower Avenue, Alexandnia, Virginia 22333-5600

Ottice, Deputy Chiet of Staff for Personnel

LS

Department of the Army

A e
'.. ?fn' n'.l’_'.'.

SAN

LA

December 1987

-
',

xS
A,
SAANS

Army Project Number Manpower and Personnel
2Q263731A792

«'?'?.\-'. 2 -

E

Approved for public release; distribution uniimited,

! @ T
BTl 30N

<,

i 1‘

L
5y
¢
x
P »

~
X
a

s‘
2
A
I’.:
e}

«

L"L{L{L A‘LL:CL*L':A. L{A‘Qm.l.m._ \



ARy

VAR e

g™ i saTa e e 2 &
» “v)‘r"'))\ ;! )

L
AT

Oy
._ l‘_ &

)

PN

I 4

N

]
(@M

RERER
s v

o -

TR AR s

'
A e,

o, .';'

J"J"J".‘ EaR

[y
AR RN

9.
5

B ;. 'l '-"1‘. ". L}

’

PO

XX
¢k\\*:..

FOREWORD

L

AN V'.va " u

The Personnel Utilization Technical Area or the Army Reszarch Institute
(ARI) performs multidisciplinary research in the areas of soldier family is-
sues, retention, and readiness. Questions have recently been asked regarding
the impact of the proposed transferability of benefits from the new GI Bill to
family members of soldiers on soldier retention and career intentions, as well
as the cost effectiveness of such a proposal. This in-house technical report
addresses these questions, and was prepared as part of ARI's continual support
for the Office of the Deputy Chief of Staff for Personnel.

The research presented in this report quantifies several of the economic,
psychological, and sociological variables thought to affect retention and
career intentions, and contributes to the ongoing theoretical and empirical
discussion of military manpower modeling.

This research was sponsored by the Chief, Enlisted Sustainment and Dis-
tribution Division, and the Chief, Enlisted Accession Division, QOffice of the
Deputy Chief of Staff tor Personnel. A memo and a working paper based on this
research were delivered in October 1985 and October 1986, respectively. A
draft technical report was also submitted to sponsors at the Program Analysis
and Evaluation Office, USA Community and Family Support Center. This project
is part orf ARI work unit 2.4.2 on Family Research. Preliminary results of
this research were utilized in testimony before the House Veterans' Affairs
Subcommittee on Education, Training, and Employment. The Army Times coverage
of this testimony has been included in Appendix B of the report.

Lo -

EDGAR M. JOHNSON
Technical Director

. L.

J'-fJ‘J‘.' P A

N '\"s \"- -\\"."'.".“"\'\“' T YO \“'\'\’*'\' N
aday .I - -~ P .- ~ )
» 1 ) 5.\..1‘1.'1;‘5_. L.X‘h- ;-p..‘\ AR \_.‘A‘\.\.- % L"x.\i\'t";:‘-

4



i AN
RSN

P
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’;J EXECUTIVE SUMMARY L ~ e

5

;‘_ Requirement:

f}: An important responsibility of the Army Rescarch Institute (ARI) is to

conduct research on manpower, personnel, training, and family issues that are
of particular significance and interest to the Army. One issue that has been
raised is the Army's ability to increase the retention rate for enlisted sol-
diers in a cost-effective way. At present, the Army faces a declining rate of f
" retention. An option that has been considered is to permit the transfer of GI |

o Bill benefits from soldiers to their family members.

o

o

Jdon P d

iy rocedure;

@

-,

N In this report, the authors use cost-effectiveness analysis to compare
~{ the increase in costs resulting from the use of GI Bill benefits and the Selec-
- tive Reenlistment Bonus with the decrease in recruiting and training costs re-

- sulting trom successful retention of enlisted personnel. Three scenarios for

estimating cost effectiveness are considered. The potential increase in re-

. tention intentions is based on a survey of soldiers eligible to reenlist, and

53 cross tabulations and nonlinear multivariate logit models are employed to ex-

-Nj plain reenlistment and career choice intentions. The multivariate technique

:4 mentioned above represents a significant improvement over the bivariate tech-

;\; niques that were employed in earlier research and were unable to incorporate

all variables in a simultaneous framework.

- -

. Finding:

Ng The results suggest that the Army could save $9,400 per soldier in re-
‘ cruiting and training costs by permitting soldiers to transfer GI Bill bene-
e fits to their family members. Analysis of soldier survey data revealed that
> 47 percent of soldiers said they would be "more likely” or "much more likely”

.ﬁ- to reenlist if the transferability proposal were adopted. The associated in-
,. crease in retention, estimated at 27 percent, could result in the Army saving

oj: about $200 million per year in recruitment and training costs.

o

S Ctilization ot Findings:

N

o This research shows that the proposal to permit soldiers to transfter GI

:« Bili beneiits to their family members is cost effective for the Army. The

'. proposed transterability may, however, be restricted to soldiers who agree

I to scerve in the Army for at least 10 years.

--:‘
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The Effect of Transferability of GI Bill Benefits for Family Members on Army

Retention and Career Choice

Introauction

The development of innovative economic 1ncentive policies to ensure reten-
tion and desired career choice of a sutticient, well-qualitied, ArmeG Iorce 1s
increasingly dependent on comprehending and accounting tor the family circum-
stances ot service personnel. Retention ana long term career decisions ot
soldiers are not made solely by the individual soldier. Rather, the soldier's
tamily plays a critical role in these declsions. Lconomists have recognized
the theoretical importance of maximizing the well-being of a tamily instead ot
that or an 1ndividual (Schultz, 1973; Becker, 1973, 1974, 1961). Sociologists
have 1intormed us about the changing family patterns evident trom a pervasive
change 1n acceptable gender roies (Segal, 1966). Fsychologists ana decision

theorists have used the concepts or expected utilities and expected values of

-job retentions perceived by individuals (Mobley et al. 1979; Dachler and

Mobley, 1%73). These concepts have been extended to the expected utilities and
values perceived by tamilies as declsion-maklng units 1n a community (Orthner
et al., 1985). The Army has long recognized the relevance ot tamily intluences
tor retention and career choice declsion and has maintained a wlde range ot
tamily support and assistance programs to improve the quality ot tamily lite in
the service. however, as these programs have grown 1n scope and cost, and as
the Army has to make choice amonyg alternative policies, attention must be fo-

cused on estimating the cost-etfectiveness ol speclfic alternative programs.
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1his research evaluates the new Gl Bill. (Public Law 96-525). As or 1|
July 1955, soldiers can enroll in this program it they (1) contract to serve on
active duty tor two, three or tour years or serve for two years active duty
plus tour years ot Selective Reserve, (il1) are a high school graauatle O
equivalent prior to completion of their tour of duty, (11i) complete at least
50 months ot a Sv-month enlistment or «{ months or a Zz4-month entistment, and

(iv) receive an honorable discharge (U.S. Code, 1585). 1This program was ex-

perimental tor three years. In 1967/, nhowever, the (ongress has passea a biil

to make 1t a permanent feature (Army Times, May 25, 1987).

Tne program 1s contributory tor enlisted soldiers: a soldier must Slgh up
tor it within the tirst two weeks of enlistment and contribute $100 per month
tor twelve months. lhe bebetits, inclusive ot a soldier's contributiom, range
from $7,200 tor service of two years to $10,800 tor tour or more years or serv-
ice. lhe program provides baslc post-service educatiomal benmetrits ot $300 per

month tor three years. A basic benefit of $250 a month tor three years is

‘provided for a two-year active duty assignment. (lor Reservists, no contribu-

tion is required. Those who ernlist tor six years can receive $140 per month 1in
2ducational benetits. ‘Lhey can beglp using 1t soon atter they sign up,). 1lhe

new Gl Bill appears to be more successful than 1ts predecessor, the Veterans

Education Assistance Program (VEAP) because the percentage ot eligible soldiers

who enrolled increased trom 53 percent tor the VEAP to 70 percent for the New

Gl Bill (Army limes, Dec. Zz, 1985 and May 25, 1987).

lt has been demonstrated that the oid Gl bill as well as 1ts successor, the
Veterans Lkducational Assistance Frogram VEAF, s1gniticantly ancreased enlist-

ment contracts in the Army (Llale and Gllrouy, 1954). While retention 1s lauged
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:v as one ot the objectives ot the new Gl Bill (L.S. Code, 1985), it 1s less

% likely to be realized because most ol the soldiers, being high school gradu-

s ates, are likely to leave the Army to enroll in a full time college. Also,

> unger the current GL Bill, solaiers who contribute to the benetits and make Ue
-~ Army a career tend to lose their benefit, as it is neither transterable to

\

K - tamiiy wombers nor retundable. In tact, a recent report prepared tor the Con-
:;: gressional Budget Uftice concluded that the tirst term reenlistment rates 1n

g the Mavy decreased slgniticantly for sailors who were ellgible to receive bene-
{

i, rits under the old Gl Bili or under the VEAP (Black, Hogan ana Sylvester,

< 1966). 1n short, tne mew Gl billi is more likely to tunction as a recrultment

8 - tool than as a retention incentive.

q

N

- A considerable proportion or the U.S. Army is stationeg in kurcope. About
L ,

. one-halrl ot these soldiers are married. 1lhe high school children ot these

- solaiers, unlike their counterparts in the Continental United States, cannot

ﬂ: compete tor sports scholarships to go to colleges in the U.S. The propusal to
~ change the current "use or lose” provision of the new GI Bill so as to benefit
- the tamily members ot the soldiers might heip solve this problem.

..
K -

o~y Retention or soldiers has been a problem tor the last tew years. The Army
q

" provides Selective Keenlistment Bonuses (SKRE, as 1nceutives ror reenlistment in
oy critical Military Cccupational Specialties (MOSs). A recent communication trom
L2
N
P the Lirector of Military Personnel Management ot the Cttice oI the Leputy Chief
B ot Statt ror bersonnel noted that, "Although consiaerable tunding 1s provided

L4

i

' each year, avallable runds are iusufrlclent tu allow payment ot an SKb tou each
n: A

:{ ol the approximately 75,000 soldiers who reenlist annually” (Department of the
.
‘o Army, «8 August 1966). ‘lhe number ot reenlistees constitutles ouly atout

s
v P

<
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one-halt ot the population ot soldiers eligible to reenlist (Detemse 55). 1lhe
number ot reenlistments has been adeclining over time =-- 64,209 in FY 156%;
61,525 in kY 1963; 76,630 in FY 1584; and around 75,000 in both FY 1985 and FY
1956 (Lakhani ana Grattom, 1965). Reversiny thls trena 1s crucial in view ot
the potential decline 1n recruitment due to aecline in projected youth popula-
tion 1u general ana that or high school graduates 1in particular (Tan aud wara,
1685). The anticipated decline in SRE budget due to the Gramm-Rudmau legisla-
tion may aiso resull 1n a decline 1mn reenlistment that was induced by SRbs.
Hence there is a case for designing alternative cost-eftective policies that

might increase tuture reenlistments.

Moditying the Gl Bill so that the benefit is made transierable to a member
or members of a soldier's family may tramstorm it 1nto an 1ncentlve for reten-
tion -- a soldier may be permitted to divide the value of the benetit in any
way awong his tamily members. Such an option may increase tamilly satistaction
which, in turn, may increase retention and career choice in the Army. 1lhe im-
plications of the avallable research on the intluence ot tamily members oun tne
retention decisiocns are signiticant. For instance, in the daratt era, a 1970

study of tirst term reenlistment in the Navy tound that the "wite;girl triend”

ractor is persistently signiticant in explaining a direct relationship to reen-

A .

'S fistment (Stotort et al., 19/7:). Atter the end of the dratt, several Mbavy and
.:\

3ﬂ Ariny studies confirmed the intluence of spouse support on retention (Grace and
ey Steiner, 1i%$i&; Lund, 1976). By 1960, about tweanty separate studies on ramilies
' @

O

.- and retention were reviewed and over 120 published and unpublished papers on

s

s wilitary tamilies were identitied (Croan, i$60). Most ot the tindings ot these
e
V. studies have been generalized in a recent report on a more comprehensive model
]
Los . :
&$: ot retention (Croan, 1965). A recent study probed deeper into variables deter~
o
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mining “"satistfaction with tamily lite"” and explainea the impact ot the latter

*

ou retention "intentions” 1in the L. S. Army, Lurope, 1n a multivariate Irame-
work (Lakhani, et al., 1965). 1The conclusions on the impact of reeniistment
"intentions" ¢an be extendea to reenllistment behavior as retention "intentions'”
explain retention behavior in the Army positively (Motowidlo and Lawton, 1584).
lhe beta coetficient for retention intentions in a sample ot 5:0 soidilers 1s

U.62 so that an increase in retention intentions by 10 percent increases reten-

tion behavior by 6.2 percent.

lhe remainder ot the paper is organized as tollows. In Section l an exami-
nation or the cost-efrectiveness ol the proposed transterability option 1s
presented. 1t brings out the extent of cost savings, per soldier, as a result
ot the decrease in recruitment and training cost that would be avoidea 1t
reenlistments woula i1ncrease due 10 adoption of the proposed option. ‘lhe ex-
pected increase in retention intentions 1s estimated in Section 2 by undertak-
ing a survey of soldiers who were eligible to reemlist. A discussion ot
statistical significance of the retention intentions associated with the option
1s given imn Section 3. 1The last Section outlines conclusions and poiicy impli-
cations. This section combines the increase 1n reenlistment intentions and
tehavior 1in order to arrive at an estimate ot reenlistment behavior i1u the

Army.

1.0 Cost-Lktfectiveness of the lrausterability Proposal

In this section, we estimate Army savings due to reauctlon 1u recrulitment

and training costs as a result of an increase in retention associated with the

transterability proposal. 1in Section l.l, we present the rirst scenario ol the




Army savings without adjustment for cost of attrition. The adjustment tor cost

of attrition is presented 1in Section 1l.Z. In Section 1.3, we present the third

scenario which adjusts tor the payment of Selective Reenlistment Bonuses.

1.1 Scemario l: Army Savings Without Adjustment tor Cost ot Attrition

lhe Army 1nvests conslderable resources in recruiting and training sol-

diers. Kketurns on these investments alre lost Dy the AIMY wWhen these soldiers

\:; decide to separate at the end ot their term or service. Furthermore, to the

s

LAY extent that the training is mllitary-specillc aud not general 1n nature, the

\-J::

ot returns on these investments are lost to society as a whole, also. 1In Fiscal
Year 156b, the Army spent $6,700 per soldier on recruitment (L.S. bepartment of
the Army, 19866). This amount includes the costs ot U.S. Army Recruiting Com-
mand (USAREC) tacilities, advertisement, examination of recrults, enllstment
bonuses, accession travel, recruiters and the Army College Fund (ACF). The av-
erage expenditure is estimated us by dividing the total expenditure on these
elements by the number of recruits. We exclude the cost ot USAREC tacilities
because these are fixed costs that do not vary with the number ot solaiers. ke
also exclude the cost of ACl because this amount 1s paid only to the soldiers
who agree to joim the critically undermanued occupational specialties. LExclu-

e

I:j sion of these two catagories results in a per soldier recruitment cost of

o

o _'_-

- $3,700 ($6,700 minus $3,000).

®.

{:J 1he Army training costs ot tormal courses given by the Iraining and Doc-

:}? trine Commana (1RADUC) account tor 10 percent ot the total Army buaget. In

LT

f~‘ Fiscal Year 1586, this was $6 billion. These costs include tixea costs such as

L N

o, s .

P depreciatiou of buildings and equlpment as well as such variable costs as the

¥ e v

PSSR
'.l".'
AN

o

@

-
A

-
s
7




vl 9ol Mam Aathf v MR8 v Ao - “alis WY aRe o ba - gat vy Yy Ty

.
s %
LA

L
D~ .
.?} cost ot instructors, ammunition, etc. ke exclude tixed costs trom our analysis
‘f} because they do not vary wlth the 1lncrease 1n the number oI stugents 1n tne
<5 short run and concentrate our analysis on the average variable cost per stu-
L
1@; dent. 1he average variable costs vary accoraing tov Milaitary Occupational Spe-
j :-
N cialty (MOS) ana range from $4,466 per student tor such less technical training
\
-~ as Roaman and fapeman to $7Z,576 per student tor the highly technical tlec-
‘{; tronic wartfare/Signet Intelligence Voice Interceptor MCS-98G in FY63. (Army
.5* Finance and Accounting Center, 1963,. These tralning costs include cosls spe-
? x citic to courses themselves as well as costs of military pay, travel, jper diem
:} allowances and suppiles. We estimate average cosl O trailnlng a soldler 1n an
b".:
N average MUS by adding up the per student (instead of per graduate) variable
-
. .
- cost, by MOS, ana dividing the sum by the number ot MOSs. 1t must be noted
4::' that the amount of military pay included in the variable cost 1s only tor the
‘2?
. period or training. lt 1s 1included in the variable cost because during training
ey the student is not productively employed. Also, it is the opportunity cost ot
-
- the soldier. Our estimate of average variable cost 1s $15,600 per stuagent.

= The average cost to recruit and train a soldier is $23,300 ($3,700 +
7
s . .
-~ $19,600) per student. This is the maximum amount ot saving in cosl to be real-
B
:} ized by the Army 1t a soldier decides to reenlist instead of separate from the
e
e Army. (This amount 1s comparable with the estimated per soldier cost ot
:f $19,000 used by Military Personnel (enter.) Based on these estimates, it is
> cost-eftective for the Army to pay the transterred Gl Bill benetits of $9,600
] ($10,600 minus soldie;'s contribution of $1,200) per soldier in order to save
'%ﬁ $23,300 1n recruitment and training costs. The net savings to the Army would
"
5; amount to at least $13,700 per solaier.
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lhe net savings would be higher than the preceding estimate where we have

overestimated the costs and underestimated the savings. 1Tlhe over-estimation ot

the GI Bill costs is due to three conservative assumptions, namely: (i) 100

percent utilization rate of the Gl Bill benetits, (ii) availing ot the maximum

amount ol benerits by all the benericiaries, and (11i, zero percent interest

rate earned by the Army on the contributions made by the soldiers. Relaxation

oI these assumptions can reduce the costs of Gl biil transterability option.
Reports prepared by the Veterans Administration reveal that the initial utili-

zatlion rates ot the benef1its variea between 50 and 65 percent (Veterans Aamini-
stration, 1962), 1n contrast to the 100 percent utilization rate assumed by us.

Assuming that the transterrable bemerit willi be utilized by spouses ot soldaiers

(since children are likely to be too young to use) and assuming that soldiers

and spouses have similar attributes 1u terms of human capital (Benham, 1%74),

the utilization rate 1s not likely to exceed 50 to 65 percent. This factor

can, theretore, cut the Gl Bill cost into halt ama render i1t more cost-etlec-

tive. Moreover, it 1s unlikely that all beneticiaries will utilize the maximum

.amounts ot their benetits because ot the potential drop out rates trom colleges

and heunce the associated discontinuation ot the benefits. Also, there is no

provision for refunding the contribution ot non-users in the current Bill (Army

limes, August 12, 1985) and the Army earns interest on the soidier's contribu-

tion until he separates trom the Army. The savings to be realized by the Army

trom the potential increase in retention are under-estimated on three counts,

First, we exclude costs of training imparted by several non-1RADOC organiza-

tions. Second, the costs of unit trainiug and on-the-job training are also

excluded. rinally, we have excludea the savings in cost associated with prema-

ture separation of soldiers., lor instance, tkhe Army 1S required to pay unem-

ployment insurance compensation ol soldiers to the U.S. Department ot Labor
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which, 1n turn, is passed on to the state governments. These cost elemeuts are
excludea because ot non-availability ol the required data. 1ln short, 1I gala
tor these savings ana cost elements were available, the net savings to the Army

woula be considerably 1m excess ot $15,700 per solaier.

1.2 Scenario 2: (ost-efrectiveness After Adjustment tor Attrition Cost

1he preceding analysls assumes as 11 all the students complrele tneir train-

ing successfully. In practice, there is considerable attrition trom training.
Estimates of attrition 1rom training are around «0 percent (Balawiu, 1983;
Farkas, Libby and Stromsdorfer, 1987; Weiland et al., 1986) and account tor
about halt oL attrition trom the Army tor all possible reasons. hence, to keep
a steady state force trained at a given level of readiness, the Army 1s re-
quired to enlist and train about five students Ior every lour solalers pilanned
to be 1n the force to maintain a given readiness level. To account tor this
attrition, we pneed to add the cost or this attrition to the above reterrea cost
of training estimated at $19,600 per student. Assuming that the attrition cost
1s proportional to the number oI attritees trom the Army, namely 20 percent, we
estimate the attrition cost at $3,920 (20 percent of $19,600). Therefore, the
cost ot training, including ad ustment ftor cost of attrition trom traiuing, 18§
estimated at $23,520 ($19,600 + 3,920). Hence the Army's savings in recruit-
ment plus adjusted cost of training will be $2/,220 per svldier., As agalnst
this savings, the Army will incur an expenditure of only $9,600 in Gl bill
educational benetits, there by resulting 1n a net saving ot $1/,620 per soldier

per year.

Y
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l.> OScenario 3: Army Savings Atter Payment ot SRBs

Tne SRBs are paid by the Army 1in order to retain qualitied soldlers. An
interpretation ot the transrerabiiity proposal is that the retained soldiers
wiil be paia both the SRBs ana the GL Bill benetits. Hence we analyze tne
ertect of this alternative scenario. 1lhe transferability ot the Gl biil bene-
I1t may be cost-etrective tor the Army even when we aag the cost or Skbs to Lhe
amounts of the GL bill benerits. 1lhe reenlistment bonuses are paid only 1in
shortage and critical MOSs. lturther, the amount of SRBs vary accoraing to MUS.
Army authorized maximum amount did not exceed $20,000 in FY 1986. The average
SKb 1n FY 196l was $4,3U0 (Lakhani and Gilroy, 1984). Assuming tnat (1) the
average amount ot SKB in FY1586 is $4,300 (in view of non-availability or aata
tor FYl986) (ii) that it will be paid to all ot the reenlistees, and (i1i) that
the average amount of a GI Bill benefit payment will be at the maximum, namely
$9,0600, we get an average cost ot the Gl bBili benetit plus that of reenlistment
bonuses at $13,900 ($9,600 + $4,300). 1This cost is considerably less than the
expecleda gross savings to the Army of $:3,300 per soldier due to avoicaunce ol
recruitment and training costs. 1ln short, the Army can realize a net saving ot

29,400 (923,300 - $13,900).

The net savings to the Army would be greater than $9,400 per soldier esti-
natea above 11 we relax our conservative assumption that the SRBP payments will
be made to all of the reenlistees in all the MOSs. 1In practice, the SKB 1is
paid only 1n the critical and shortage MUSs. ltor example, 1in kY 1967, 1t 1s
estimatea that it will be paid to only 17,000 out ot 75,000 reenlistees. (De-

partment ot the Army, August 19866). Adjustment tor such a probabiiity would

10
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reduce the cost and increase the savings. oSuch an adjustment will be pertormed
1n the last section where we estimate total savings Lo the ALy as & lesuil ol

an estimated 1ncrease in reenilistment,

L{ must be emphasizea that lne analysis 1n this section deals wilh
cost-errectiveuness and not with cost-benerit tradeotts. The tormer 1s con-
cerned with average cost savibgs 1mplicatiouns whereas the lattel deals with
economic theory of marginal cosls and marginal benefits. (ur analysis doves not
aadress the problem ot 1ncrease 1u benelfits 1u terms Ol lucrease 1L reenilst-
ment and the assoclated increase in costs. (ur interest is in decrease 1in
costs. 1t is difticult to translate theoretical underpinning ot marginal costs
ar ~ benetits intou practical calculus because ot the mon-availability ot
stringent data requirements. 1lhe empirical estimation of margimal costs ana
marginal beneiits requires data tor several points on schedules or curves tor
marginal costs and benefits. Tlheretore, the literature on cost-benetlts analy-
51s is mostly in the area ot average costs and average benetfits (Forsyth, 197Z;

Lakhani, 1980, 198za, 1982b) instead of marginal costs and marginal bemetits.
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2.0 Survey Design and Response Kate
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yOR ln September 1565, the U.S. Army Research Institute (ARl was tasked by the
fi' Ortice of the Deputy Chiet ot Start tor Personnel to determine views ot the
<o
L
;ﬁ soldiers on the transterability proposal. ARl was required to research the po-
T
Fin tential impact of both tnhe unconditional aua conditional options as welil as the
F{n
;;( impact of each on reenlistment and career choice. Reenlistment reterred to re-
':'{‘:'
R
» e tention tor an additional term whereas career choice related to potential
:.
V'-
ﬁb long-term (20 to 30 years) service with the Army.
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In orger to determine potential impact ot the transterability proposal, a
written survey instrument was administered through the Army's KrlAIN acatabase
system to about 1,000 soldiers in October 1%65. 1his sample size was consia-
ered adequate to 1lnler for a population ol reenlistees orf ;5,000 (Lepartment ot
the Army, 1906, or that ot reenlistment eligible population ot about 150,000.

lhe KE1AIN system consists of an adaministratilve database ot solalers who are on

the verge ot deciding their reenlistment in the Army durlng a perioa ot up to
six mounths prior tu their ena ol term ot service. 1lhe survey lnstrument was
administered to soldiers who had signed up tor the Gl Bill or the VELAP bene-
tits. In aadition, a controi group ot soldiers who did not participate 1n

eithec program was also interviewed. 1he questions were both unconditional,

-

:}l (l.e., 1r the solaler approved ot the transterability proposal irrespective ot
.

P:' any conditions, and conditional (i.e., the requirement to reenlist and serve

!l the Army tor at least tem years). lntormation on intentions ot the responaents

to reenlist, as well as the soldlers perceptions ot the impact of the

3 transterability proposal on Army careers ol all soldiers, was also coliected.

The usual demographic, social and organizational data on age, rank, race, gen-
der, years ot service, education, marital status, tamlly slze and Army occupa-

tion were also collected. A total ot 922 responses from a group of tirst~term

(N=192, 21%,, mid-term (MN=271, 29%,, and career (N=459, 50%) soldiers was ob-

LA

tained. 1lhe numbers ot responses in the tollowing tables and the text difter

A
[RERTATA

trom each other due tc some solaiers nout answering all questions. 1lhe question-

naire 1s included in Appendix A.
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.1 Response to lransterability Proposals

1he question on transterability read: “lhere 1s a proposai to make sul-
dier's Gl Bill benetits transterable to his/her dependents (spouse or children,
whlle the soldier 1s on active duty, or atter he retires. How do you teel
about this proposal?” The results, shown in lable i, revealed that &7 percent
ot alli the soldiers either "approvea" or "strongly approvea” ot the
transterability proposal. An examipnation of these responses by rank revealea
tnat the ravorable responses lincreased with rank. For example, about b per-
cent ot the Lkl-b4, &6z percent ot the E5-k6 and 93 percent ot the E7-L9 approvea
or strongly approved or the proposal. This 1s consistent because senlor so.i-
diers embodied with higher training skills are more likely to stay and transter
their benetits to tamily members. Further, senior solaiers are most fikely to

have tamilies to transter the benetits to,

lhe constrained question reads: "Under this proposai, GL Biil benetits
transterability would be offered as a reenlistment option tor those soldiers
who reenlist and serve at least ten years ot continuous active duty. ‘Lhe sol-
dier may transter his benefits atter tem years ot service while on active duty
or while 1n retired status. Benefits must be used within ten years ot last

discharge or retirement.” Tlable 2 reveals that despite the constraint, 71

percent ot all respondents still approved or strongly approvea of the proposed

transferability. The distribution was increasing with rank -- trom 56 perceut

o in kLi-E4 to bd percent in L5-k6 and to /7 percent 1im Lk/-EY.
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Impact ot 1lransterability FProposal on Reenlistment lntentions

lhe soldiers were asked about the Likelihood ol thelr Owh reenlilstment 1t
the transterability option were available to them. Jlable 3 show that 47 per-
cent or all respondents indicated they wouid be "more likely™ or “much mwore
likely" to reenlist. 71lhe distribution ot these favorable responses by rans

increased wilth am lncrease 1n grade -- ftrom </ percent ror Li-k4 to 46 percent

tor k5-Lb and to 50 percent tor L7-LG,

2.3 Impact on Perceptions ot Long lerm (areer Intentions

lhe soldiers were asked "Do you think more solaiers would make the Army a
career (2U-30 years) 1t Gl bkill benerits were transterable to dependents:"
Lighty percent of the respondents thought that more soldiers would make the
Army a career 1t transterabiliity ot bemetits was permittea (lable 4,. 1lhe
distribution ot respondents by rank was virtually unitorm because &Z percent ot
the El-L4, 75 percent of L5-E6 and &4 percent ot E,;-LS perceivea thal other

soldiers would be "more likely" or "much more likely" to make the Army a ca-

reer.

<.4 FProposal Approval by kducation Levels
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A The survey ncluded intormation on the educational levels ot the scvlalers
L] .
L J |
};«; when they eutered the Army as well as their current educational levels. The
S
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L
ASS latter varlable was used 1n thls analysis as 1t appears to be more relevant
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?{; because availability ot the benefits is dependent on the educational level when
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PSPPI

EFEECT OF 1KANSFERABILITY ON ARMY CAREER

(Fanel rows indicate Frequency, % lotal, Row % and Column %)

RANK yhWould More Soldiers Keenlist

YES | NO

i
i
1
i .
) |
] 1
1 |
i i
El-t4 35 7o 40
i ]
1 i
3.92 5 0.83 4.75
1 )
\ 1 i
- 52.506 ; 17.50 !
1 I
" 1 1
° C4.YZ2 ) 4.09
v 4 i 1
.4"- i ] |
. i i |
L ) ) i |
o~ L5-E6 L2950 9y | 389
Ay 1 1 i
N 134,44 1 11.76 §  46.2C
i i i
174,55 | 25,45
i i i
'43.22 ) 57.89 |
i i i
l { ]
1 1 1
E/-LS D346 65 | 415
I I ll
1 1 I
- Y41.53 5 7.72 % 49.G5
7. } ' i
- i 1 1
N : b4.26 15.74
A | : :
® 151.86 | 38.01 !
\: 1TOLAL | 6/1 1 ot : L Y'Vi
R | : |
- ¢ 79.69%  «0.31  100.G0
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o the soldier separates trom tne Army. 1t might appear tnat solalers with higher
roy current eaucational levels would not be 1o tavor of the translerability pro-
:f posal since they are more likely to separate 1in order to use their Gl bill
‘if benetits. AS the sample statistics in lable 5 1ilustrate, thls prediction was
s unsupported. Rather, 77 percent of soldiers with high school aiplomas, &7

\

7 "

o percent with some college or technical school egucaticon, $U percent wilh an
\i assoclate degree and 85 percent with college degrees "approvec” or “"strongly
n "-

:'_(

approved” ot the transterability proposal.

i
.l 'l’.
LA

T

<.5 Froposal Approval by Career Status

v
e
0
st 4 e

-
LA
s

o'

1he respondents were classilled 1nlo three groups: Lrlrst-termers

LS
" " /“i'.

[
v

with zero to tour years of service, mid-termers with 5 to 10 years of service

and careerists with 1l or more years ot service. 7lable 6 shows that the

transterability approval rate increased with an increase in the years ot serv-

e N
l‘l'l P

1ce -- trom 73 percent lor tirst-termers to o6l percent 1or mida-termers and 55

(DA

Of

OOV A

percent tor the careerists, 1lhe response rates remainea considerablie even for

a
.

the constralned proposal requiring ten years of active service. Jlable 7 shows

3

v

that 46 percent ot tirst-termers (0O-4 years ot service), 69 percent ot

.

&.\“;‘-‘- 3

mid-termers (5-7 years ot service,; and /Y percent ol careerisls (b years of

‘-..

o service ana above) "approvea” or "strongly approved” of the conditional pro-

posal.
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B 1avle 7
CONDITLIUNAL TRANSFERABLLITY KESFOMNSES EY YERAKS OF SERVICE

(Pamel/Rows lndicate krequency, rercent lotal, Row % ana Column %)

iStrongly {Approve ylnaircrterent ,Lisap- , Stromply
yApprove . ; yprove y Lis- )
i i : : | approve i 1UTAL
1LARS UF i i ' i i i
SckviCk i i H i i i
[} ] l : i l
i i i i i i
U-4 i v i 51 1 46 i 5l ) 24 i 194
i 4.58 P 5.56 i 5.01 P 3.38 i 2.61 | Z1.13
| i ] i I 1
P 21.65 146.29 1€3.71 115.90 f lz.61 '
i 5.564 125,25 125.66 132.63 i Z.uU
| i | i i i
5-7 : 47 i 45 i 16 ;48 i 6 i 153
| 5.1z V4,68 p 2.07 ; 1.96 H 0.65 . 14,49
i i i i i i
y o 55.34 132,33 114,29 113,55 i 4.51 i
i 1l.0ld 141.29 115,97 116.95 H 5.00
i i i i i I
5-10 i 65 \ 3z \ 15 \ il 1 11 i 138
i 7.00 P 3.49 ) 2,07 y 1.%6 i 0.65 y 15.03
I | ] | i 1
Vo 47.10 123,19 113,77 v 7.97 H 7.97
y 15,z 115.84 115,97 111.56 H 14,67
i | i i i i
11+ ; 2753 | 76 | 35 i 35 i 34 453
i 29.74 , 86.28 | 3.81 ; 3.81 ' 3.70 4 49.35
i i i i i i
; 60.26 116.78 v 7.73 17,73 H 7.51
i 63.95 137,62 i49.41 1 26.54 : 45.35
t I . t {
| | [} I L] i
TULAL , 427 y 20z Y] . 95 H 75 | Yib
1 ] i 1 1 i
| | i 1 1 i
i 46.51 122.00 112,96 110,35 : §.17 {100.00
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5.0 Multivariate Analysis

lhe dgescriptive crosstabular analysis 1in the preceaing section, while use-
tul ror qualitative comprehensiou, a¢es not account lor the impact ol an ex-
planatory variable while controiling tor other predictor variablies. 1t also
tails to provide tests ot the statistical signiticance ot the observed rela-
tionships between the variables. 1lun order to overccme these limitations, we

pertormed a multivariate loglstlc regresslon analysis.

3.1 Logit Model of Transferability Froposal

1lhe probability ot a tavorable or untavorable opinion on the
transferabitity proposals is modeled as a tunction of several predictor varia-
bles. ‘lo do so, 1t 1is necessary to transform the responses oi the soiqiers
into a probabilistic model. The response values ot the transterability pro-
posal are converted into a binary probablistic variable. A soldier who "ap-
proved” or "strongly"” approved” ot the proposal is assigned a value ot one and
a soldier who "aisapprovea” or "strongly disapprovea” 1is assignea a value ot
zero. 1lhose respondents who neither "approved” nor “"disapprovea” ot the pro-
pousal are excluded trom the sample. luclusion ot this choice 1n a trichotomous
tramework would have increased computation resources and addeda to complexity ot
the model without adding commensurably to analysis ot the data. Also, the
sample size did not decrease substantially by excluding these respondents trom
the analysis. 71lhis binary variable can be considered a behavioral dependent
variable. Statisticians and econometricians label analyses that contain this
type ol variables as "qualitative response models” or "limited gepeundent’” moud-

els because their values are binary instead ot being continuous (Amemiya, 15&1).
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in general, these variables shtould not be analyzed by estimating orainary least
1w squares regresslion equatious sluce they would ylela biased results. (ne ot the
appropriate methodologles o anaiy<e such a variable 1s the logistic or logit
nodel (Maagdaia, 19053,. A maximum llkelilhood estimatiovn procedure 1s used Lo
obtain the mogel parameter estimates. we postulate that the probability to
tavor the proposal 1s a tunctiou ol the tollowlng prealictor varlables: (1)

Rank: 1he rapk ot the soldier is hypothesized to explain the probability to

lavor the proposal positively because an increase 1u rank indicates promotion
o which leads to career orientation. ‘Tlhese career-corientated soldiers are liikely

to stay 1n the Army and hence tavor the transferability proposal. (ii) Fam-

e 1ly Size: An increase in the tamily size of a soldier is expectea to increase
L

\:}. the probability to tavor the transterabllity proposal because availability ot
:}} the benetits would enable the soldier to improve the educaticonal levels ot the
AN tanily members. T1hls variabie ranged from zero (lor unmarried soldlers,; to

tive tor married solaiers with tour children. The average number ot dependents
1s 1.56. (11i) Current Educational Level: An 1ncrease in the current educa-
ticonal levels o! the soldlers 1s postulated to 1ncrease the probabiilly Lo

tavor the transterability proupousal. Frevious research has indicatea that sol-

diers with high school @lipiomas and beyoua tend to reenlillst at a greater late

relative to non-high school graduates (wWestat Inc., 1965). They woula, there-

tore, teud lu apgree tu the Llranslerability proposal to emable their tamily

\ ":.,"
‘:H: members to use 1t. lhis variable ranged trom one to six --with 1 tor less than
) ;--:
‘W high scnool education to 6 tor college degree holders. (iv) Ethnicity: A

L 2

,%;: binary explanator, variable on ethulclly 1s createag with black sviagier = 1, U =
".“..

};; noun-black soldier. lhe propourtioun ot black and non-black soldiers 1n the sam-
;jg ple was one-tourths aud thiree-lourths respectively. 1his variabie 1s uypothe-
0.

5? Slzed tou be pouslitively related tou the probability to tavor the transterability
WY
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.
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proposal. Frevious research has indicated that black solaiers generally teua
to reenlist more relative tou non-black soldlers (Lakhani and Gilroy, .5&4).
Since their separation rates are relatively lower, they woulac tavor tne
transterability proposal since they would tlend to quallly &l RO 1LCLease 1N
opportunity cost to themselves. They woula get a windtall gain. (v) Sex: 1t
1> hypothesized that male soidlers would teud to ravor the trausterablliity pro-
posal at a relatively greater rate than temale soldiers because temale solaiers
tend to separate from the Army at a greater rate perhaps 1or such reasons as
using the Gl ElLl benet1its to go to college, getting married, getting pregnant,
etc. 1The binary variable is coded 1 tor male, aud O for temale. (vi) Number
of Enlistment Terms: 1t is postulated that an increase in the number ot enlist-
ment terms served by a soldier indicates taste tor the Army. C(onsequently, the
probability to separate trom the Army would be smaller and hence the probabili-
ity to tavor the transterabllity proposal to bemetit the tamily members woultd
be higher. Tlhe values ot this variable rangea frow 1 to 5. This variable is
1ucludea even though 1t 1s correlated with rank because of the Army's 1luterest
in retaining mid-level and career soldiers. Also, ramk tends to reflect speed
of promotion which is not pertectly correlated with tne number of eniistment
terms, particularly tor the non-commissioned otticers. (vii, Plan to Use the
Benefits: 1t is hypothesizea that those who planned to use the benetits would
tena to not tavor the transferabitity proposal. 1his 1s because these sol-
diers have already determined to use the bemefits in the short run and are,
theretore, unlikely to consider long term opportunities. The plans are repre-

sented by a binary variable. (1 tor those who planned to use the benetits, and

U, utherwise,.
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o lhe parameter estimates are shown 1in lable &. All but ovne or the cuvettri-
. clents ol the predlctor variables, geunoted by the beta coetllclenls, dre con-
O sistent with the hypothesized relationships with the dependent variable. lhe
}f} exception is the varlable on the number of eulistment terms. LU 1s, however,
Lo not signlricant statistically. Four ot the Beta coerficients with expectea

\
iy relationships are statistically signiticant at the 10 percent ievel. These
:3 are: (i, family size, (i1) current education, (i11) ethnicity ana (iv) those
\"T'

) who planned to use the benerits. Theretore, solalers that: (1) have larger
{

ADK tamilies, or (11, have higher levels ot current education, or (ii1) are black,
fij tena tu have a higher probability ot approvai ot the transterability proposal.
a:?: Soldiers who planned to use the benetits tend to have a lower probability ot
;:- approval ol the translerability proposal.

o

>

e

\.ﬁ\ o )

Y 3.2 Logit Mogel ot the Litect on Keenlistment

lne transterability proposal can be cost-ertective 1t 1its adoption resultis

in an increase 1in the reenlistment rates of the soldiers. 1In order to obtain

this intormatiou, the survey respondents were asked the likelihoova ot their own

ST

o
et

IR A B |

reenlistmeut, 1t the transterability proposal was adopted. ‘Tlable 3 reveals

FRR R}
s
e
a vy

-

S that about 4/ perceut ot soldiers are "much more likely"” or "more l1ikely" to
o reenlist 1t the transterability option is available to them, 4% perceunt ot the
N

\:' solalers stated that thelr likelihood ot reenlistmenl would be about the same
N

AR and the remainlng three (3) percent are “"less likely” or "much less likely” to
L ]

}}: reenlist. Cue can ilnterpret the sovldiers that were "liikely"” or "much more

T

:c: linely” to reenlist as the increase 1n reenlistment intenticus due to availa-
oA

}a: Lility ot the option. These responses are transtormea into a binary criterion
.
N,

I
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Table §

LOGI1 RESULTS FREDICTING UNCONDITIONAL 1RANSFERABILITY PRUFPOSAL
Mumber or Ubservations 715
Log Likelihood Ratio with Intercept 467.06
Ch1 Squared Statistic 31.45%%
Predictor Variavle Beta Chi Squarea

Coetr. Statistics
Intercept 0.086 0.0l
Rank 0.19 L.14
Family Size 0.,24% 3.37
(urrent baucation Level 0.25% .62
bBlack 0.44% 2.565
Maie 0.57 1.54
Number of Enlisted lerms -0.27 1.59
(ombat Lnits -0.23 .61
Plan to Use Benefits -0.55%% 3.77
* Signiticant at the 0.10 level
%% Significant at the 0.0l level
28
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variable. Soldiers who stated that they are "wmore likely" or "much more

likely™ to reenlist are given a value oI one aud those that stated that they

are "less likely" or "much less likely" to reenlist are assijneg a value ol

zero. 1lhose that are 1ndilflerent 1n thell decisSiou LO feenlilst are excludeg

irom the sample because or their inditference to the proposea option. (An
alternative approach would be to assign a value ot one to those "likely" or
"much more likely" to reenlist and a value ot zero to all others. 71hnis ap-

proach 1s, however, not selectea because 1l tantamounts Lo lorcing a negalive
decision on those who are jndiflerent or undecided about their retention in-

tentions. lrorcing a negative decision on the inditrerent solclers woula tend

to improve the results in this anmalysis so that our results are conservative

coLpared to the altermative).

lhe criterion variable on retention intentions is hypothesized as a Ifumc-

tion of the following explanatory variables: Current Education Level. An

(1)
increase 1in the current education level ot a soldier is postulated Lo increase
the reenlistment rate because a more eaucated soldier is expected to have his

tamily members receive an equivalent,

it not higher, level ot educaticvn than

himselt. OSuch an expectation on the part ot a soldier can be realized more

readily by the transterability of the Gl bill benerits to tamily member(s).

(1i; Ethmicity. Black solaiers are hypothesized to reenlist at a higher rate

as a resull ot the transferability option because many or these soldiers are
economically disadvantaged and hence cannot generally attord to send their

tamily members to college. (1ii) Gender. 1t is hypothesized that male sol-

diers are positively related to reenlistment 1ntentions because male svldiers
generally tend tu reenlist at a greater rate ana make the Army a career rela-

tive to temale soldiers. (1iv) Combat Unit. 1t is postulatea that solalers

29
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assigned to combat unmlts are negatively relateda to reenlistment. 1his is be-
cause soldlers 1n these units generally tace greater risks lo lheir Lives auad
are under stress ror coninuous vigil so that they are likely to separate ae-
splte the availability ot the transterabitity. Sordgiers 1n combat units de-
fined to 1lnclude combat, combat support ana cowmbat service support) are denoted
by the value oI one and tnose in non—combal unlts are represented by 4 zero
value. {(v) Rank. An increase 1n rank oI a solaler was theorized to increase
reenlistment probability because career oriented soldiers are likely to be
concerned with rank and promotion prospects. Soldiers with higher rank ana
hence career orientation are likely to continue in the Army, particularly when
they can transter their Gl biil benetits to their tamily members. (vi) Family
Size. An 1ncrease 1o the number ot tamily members of a soldier is likely to
increase the reeniistment probability because of an increase 1n the assoclatea
ramily responsibilities. Soldiers with higher tamily responsibilities tena to
be risk-averse and hence would continue in the Army rather than cootront thne
uncertainties ot the civilian job market. Also, the availability ot the bene-
tits for the tamily members would be an additional inducement to stay 1n the
Army and help solve the problem ot education of a large number ot tamily mem-
bers. (vii) Number of Enlistment Terms Served. An increase in the number of
enlistment terms served by a soldier should resuit 1n an increase in reenlist-
meut probability because this explanatory variable is highly correlated with
years oL service. An increase 1in the years ol service tends to develop a taste
for Army lile and career and hence increase reenlistment. (viii, Plan to Use
Benefits. OSoldiers who plan to use the Gl bil! benmetits are not likely to
reenlist since they have apparently aiready determined to o to college to use
their benetits. Hence the relationship with the predicted variable is expectea

tu be negative. (1x) Soldlers Approving of Unconditional Transferability.
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soldiers inaicallng that they “approve” or "strongly approve” orf the unconai-
tional trauslelablilly proposas are iixkely to reenlist reiative to thuse who
are agalnst the propusal. Tlhe rtormer are likely to perceive that they may Lot
Le able tu use the beénellts thewselves and hence would tend to reenlist al a
greater rate 30 that their tamily miembers can use the bemnetits. (x, Soldiers
Approving of Conditional Trausferability. lhese sclagiers are likely to reenlist
at a greater rate CouLpared to those who dla not approve ol the translerabiilty.
1he reenllstment probabilities OI these soldiers are also expectea to be
sreater than the reenilstment probabilities ol soldlier approvilg ol the uncon-
ditional transterability (noted above) because of the willingness oi these

soldiers tu be subjected to the stringent requlrement OI ten years of service.

The estimativn results are glven in lable $. 1he log lilkerinood ratic
converged, 1t 1s high (similar to R-squared, and 1ts assoclated Chi-Squared
statistic is signiticant. In this table, it cam also be seen that all ot the
Signs O! the Beta coerficlents are in concert with couceptual expectarions,
except ror the rank varlable. 1his is not a problem as the paraneter estimate
is not signiticant. 1hree ¢l the coerticlents are statistically signiticant at
the level or 10 percent or less. These were gender, unconditional transfer anad
conditional transter. Tlhererore, 1t is concludea that male soldiers ang sol-
dlers whc are 1n favor ot the transterability option, both conditional ang
unconditional, are likely o reenlist al a significantly preater rate cokpared
to other soldiers. An examlnation ot the values of the last two Beta coenri-
clents indicates that, as expected, soldiers approving of the conaitional
transter (LBeta=(0.bb) are more likely to reeulist than those in tavur ot the

uncondiltional transter (bBeta=0.64).
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Table §

> LOGIT RESULTS> PREDICTING REENLISTMENT INTENTIONS OUF SOLLIEKRS
A
Kj
Mt Number ot Observations o5l
ol Log Likelihooa Ratio with Intercept €35.9
% Chi Squared Statistic 2Y. LbF*
Predictor Variable Beta Chi Syuared
S Coefft. Statistics
1 \-
|
N Intercept -0.060 0.66
.\ :
< Current kducational Level 0.15 FRRPAC }
o \
- Black 0.03 0.0z
v |
- Male 0.54% 3.1s 1
b !
{ Combat Lmit -0.18 0.6l
»
‘- Rank -0.04 V.Ul
o
s Family Size 0.06 0.32
197
Number ot Entistment Terms 0.03 0.05
:3 Plan to Use Benmerits =0.35 2.40
)
:{ Approving Unconditional
:: Transterability 0.64% 4.36
L
R, Approviug Conditional
o Transferability 0.88* 12.53
Q * Signiticant at the 0.10 level
¢
5: *% Signiticant at the 0.0l level
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3.3 Logit Mocel ot lmpact on Lul,g lerm Career Lhovlce

lhe preceding analysis ou reeuilstment pertalus u Ulhe sLoCl-leLm career
cholce. lhe long term (<U to 3U year, career declslons of soldlers are aeter-
Lilned trom the responses to the yuestiou on what the respondent thougnt about
more soldiers making the Army a career, 11 the transierability proposal 1is
enacted. Intormation on respouses to thls questlon 1S usea as & measure ol
long term Army career intentions. ke created a binary variable by assigning a
value oI one to sculdlers who responagea that they thought that other soldlers
were "more likely" or "much more likely"” to make the Aruwy a career and by as-
signing a value ot zero to those that motea that otner scvialers were "less
likely"” or "much less likely"” to make the Arwmy a career. This variable was
estimated as a loglstic tunction ol the same sel ol ten explanatory varliables
usea in the previous short-term moael. The hypothesized relationships are also

the same as those tor the short-term reenlistment model.

The estimation results are given in Table 10. 1he log likelihood function
converged and its ratio is highly signiticant, as indicated by 1ts associated
Chi-bquared coefticient. In this Table, 1t can also be seeu that all ot the
Beta coefficients for the preagictor variables have the expected reiationsnips
with the predicteda variable and three ot these coetficients are signiticant at
the 0.10 level. These are: (l) tamily size, (i1i) soldiers who planned to use
the benefits, and (iii) those who approved of the conditional tramsterability
proposal. ‘theretore, it is concluded that (i) solaiers with larger tamily size
ang (11i) solalers who approve ot the conditional transterability are more
likely tou make the Army a career than the other solaiers. 0Un the othernaua,

suldiers who planned to use their benetits were not likely to make the Army a
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e lable 10

\- LGGIT RESULLLTS PREDICTING CAREER INTENTIONS

s MNumber or Ubservatious 547
'-:'L: Loy Likelihood Ratio with Intercept 158.5
..:-

() Lhi Squared Statistic 38.41%%
‘;::: Fredictor Variable Beta Chi Squared
NS Coetf. Statistics
%

VL intercept -1.25 0.79

»'\ Current kducational Level 0.08 0.08

&

o
'SaN Black .07 0.01

o

. Male 0.695 l.zz

- Combat Umit 0.39 0.59

L Rank 0.28 0.67

T Family Size 0.52% 3.48
:::':: Number ot Eniistments -0.38 1.51
¥
g Plan to Use Benetits -0.92% 2,67

NN Approving Unconditional
RO Transterability 0.68 1.10

Q0

At Approving Conditional

NN Transterability 1.91% 11.52

®
e -
", - .

’ * Signiticant at the 0.10 level

L]
>

:::.:n ** Significant at the (0.0l level
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. career. lt 1s interesting to note that while tamily size 1s not signiticant
;ﬁi tor retention intentiomns (Table §,, 1t 1s statistically signitricant tor career
N intentions.
s
- ) i i
NS 4.0 Summary, Conclusions, bPolicy Recommendations and Limitations

(ost-etrectiveness ot the transterability proposal 1s analyzed by comparing

the cost ot recruiting and training a soldier with the cost of payment of Gl

S Biil bemetits and the cost of selective reenlisument bonuses to the Army.

o

"y It is estimated that the Army would save $23,300 per solgier in recruitment ana
o

‘.'--.J "

e training cost compared to an estimated costl ot payment or the GL Bill benerit
S transterability or $9,600. 1Theretore, the gross savings per soldier amount to
‘ﬂi* $15,700 ($23,500 - 9,600). 1ln case the retained soldiers are also paid Skbs, ?
. i
o estimated at $4,500 per socldier, the net savings is estimatea at $9%,400 per
‘SN soldier. It the training costs are adjustea tor the cost of attritiou from

o
[{{f training, the savings to the Army is the highest at $17,620 per solaier. (Sec-
o tion 1,. The savings in cost ot $9,400 (or $13,,00 or $l/,620) per soldier

‘~; could be realized by the Arwy only if more soldiers would reenlist as a result
Vo,
) i orf the proposed transterability ot the Gi bill benefits to tamily members. Tlhe
A _ )
1 potential extent of such an increase 1s determined by undertaking a survey ot
®
e soldiers who were eligible to reenlist (Section «). The written iustrument
[
. .
*i‘i asked soldiers about their intentions to reenlist ana making the Army a career.
HES

o

> Analysis ot the data revealed that 4/ percent ot soldiers are "more likely" or
o

= "much more likely"” to reenlist it the transterability proposal is adopteg.
fj{f These responses are interpreted as increases 1n reeniistment intentions as a
-,

:*;' direct consequence of the proposed transterability option.
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ln orger to determine statistical signiticance ot the etrect ot

trausterability option on reeniistment, while controiling tor other variables,

a multivariate analysis ot the variables is conducted by estimating logit equa-
tions (Section 5). <Conclusions trom the results of the equation explalniLg an
increase 1n the reenlistment probabilities of the soldiers are as tollows: (1)
An increase in (1) male soldiers or, (ii) soldiers approving or both condi-
tional and unconditional transterabilities increased the reenlistment proba-

bilities. (2) Soldiers approving or the couditional (ten years service

requirement) transterability are more likely to reenlist relative to those

approving ot the unconditional transterability.

The extent of increase in reenlistment intentions associatea with the op-

tion 1s 47 percent. All of these intentions will not, however, materialize

into actual reenlistments. Motowidlo and Lawton (1984) analyzed relationship

between reenlistment intentions and reenlistment behavior, while controtilng

tor several otner variables. Tlheir two Army samples comprised or 320 and 299

soldiers. The Beta coerticilents estimated by them tor the two smaples are 0.bZ
and 0.57 respectively. We use the value ot 0.57 tor estimating reenlistment

behavior i1n this paper. We estimate the increase 1n reenlistment behavior as a

result ot adoption ot the proposed option at 27 (0.57 x 0.47) percent. C(ur-

rentiy the number of reenlistments are 75,000 per year (Department ot the Army,
1966). A 27 percent increase due to the proposed option is likely to increase

the number ot reenlistments by 20,250 per year. Such an increase can heip miti-
gate the declining trend 1in reenlistment, thereby reducing recruitment andg
training costs.

An implicit assumption 1n thls estimated luncrease 1n that the

Army willi demaud the same high quality soldiers as in the past. This assump-

tion is based ou the tact the high quality soldiers are cost-etlrective (bal-
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dwin, 1%b53;. 1hs increase in retentiou will help stem the declining retentiou
trend as well as the decline assoclated with a decrease 1u SKB buaget aua the
anticipated decline in the availability ot high quality recruits assoclated
with projected aecline 1n population., based on our estimate or cousl savibg of
$13,700 per soldier in Scenario 1, the resulting cost saving to the Aruy woculd
amount to $<477.42 million (20,250 X $13,700) per year. Using the alternatlve
estimate in Scenario 2 at $l7,bcU per soldier, we estimate Army savings at
$356.5 million/year. Finally, basea on the estimate ot savings at $9,400 per
solaier in Scenario 3, we estimate the Army savings at $1YU million/year. 1lhis
amouut 1s considerably higher than the cost ot the option at $110 million esti-
mated by the Lepartment ot Detense (Army Tlimes, Lecember 2, 1965) tor ail the
three services. Tlheretore, acoption or the proposed option can be recommended

on the grounds or cost-eftectiveness.

Cne of the limitations of our analysis 1s that we have excluded the higher
cost of military pay ot the retaiped soldiers compared to that ot the tirst
term soldiers. 1his exclusion is due to nom-availabiiity ot the required data
on the distribution ot pay grades and years ot service of the inaividual sol-
diers. Our analysis ot the aggregate data trom the pay tables reveals that the
average ditterence in monthly basic pay, say, trom pay grade k4 to LS5 tor up to
ten years of service, is $90 per month or $1,000 per year per soldier. 1lhis
addition in cost will increase the cost ot retaiming 21,750 soldiers by about
$2¢2 million. 7This amount can, however, be ottset by the savings in the SRb
cost. ltor example, we assumed that all ot the 20,250 soldiers will pe paid SKB

at the rate ot $4,300 per soldier. 1In practice, only 22 percent or reeullistees

are paia SRb, e.g., 17,000 out ot 75,000 (UDLSPLK, 1Yb6). Hence 1t we adjust
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the Skb payment to only 2z percent ot 20,250 that s, tu onl:. 4,455 solaiers
at the average rate ot $4,300 per soidier, we get a saviug ot 319 wiliion. ihis
amount almost otfsets the cost ot aaditional military pay at $c< million.

lhe only other potential 1ncrease 10 cost excluded torm our analysis 1s the

retirement cost. 1lhere are two reasons for its exclusion. First, the

A\

transterability proposal requlres onl)y ten years Ol selvice S0 thal 1l wllli not

R )
%
" l' r]

;u vest retirement which requires twenty years of service. bSecond, we do not have
N
n:x the required data on probabilitles o! staylng ror twenty years, obce Uie sol-

diers have servea for ten years. We recognize that more soldiers woula tena to
stay untili retlrement once they have served tor ten years. lo auy case, thls
increase 1n cost ot the proposal due to increased retirement costs 1s lixkely to
be more than ofiset by the savings assoclated with our assumptilons ol
over-estimating coSts and under-estimating savings. he have under-estimated
Army savings by excludlng several elements ol cosl savilgs because ot
non-availability ot the requirea data. These 1include costs or: (i) unit
training, (1ii) non-1kALGC advanced individual trainming, (ili, on-th-job train-

ing, and (iv) separation, such as the payment of unemployment benefits by the

Army to the U.S. Department ot Labor. 7lhe costs associated with the proposal

MRS

are over-estima.ed by assuming that: (i) the utilization rate or the GL bitl

v
PRI )
e

L

benerits will be 10O percent (1nstead ot 50 to 65 percent estimated by the

§
&

Veterans Administration), ama that {(11) the drop out rate of the benetriclaries

B
rl
.

YN

Iy

trom the colileges wilil be zero. 1be combined ettect ot these assumplions will

¥

considerably ottset the additional costs of retirement. Hence our estimate ot

savings to the Army of about $200 million per year 1s a conservative estlimate.
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S Anotner limitation ot this analysis 1s that we a1d not have any 1rntormation
m _

W Ou whatl were tNe reenlistment lotentious ol the soidlers prior te whe proposed
O cption. 1t they 1ntended tu reenllst anyway, the increase 1n reenlistments and
7.

N nence the savlhgs calculiated 10 Our analysis would be over-estimated. lu case
RSN . . . |
~ we dassume that those who intended to reenlist prior to the proposal have now

\

- respondeq as lnaltterent,” our councluslon remails unchanged becudase we nave
~ excluded this "inditfereut” c¢atagory trom our sample. It must be recallea that

this catagory comprised one-hall of the respoundents. hence we have been cou-

’
L
Sy servative in counting reenlistment intentions. Moreover, to streugthen our
P
A o "
S case, we must note a remark by Rep. G.Vv. "Sonny"” Moutgumery, the tather ot New
L i
{}f. Gl bill. Hhe 1s reportea to have stated that even 1t only 100 aviators stay in 1

the service becuase of transrerability, "tne program would more than pay 1it-

selt” (Army limes, Lecember 2, 19865). This number (100) is considerably less

than Uie estitated lncrease ot 20,000 reteuticn behavior in our study. hence

N 11 1s sate to conclude that the transferability option 1s likely to be

f:' cost-elfective compared to the replacemenl ¢o0oSls vl recruitment ana training.
\ .:~‘..

AT It must be noted that the cost of Gl bill to the Army does not necessarily
2:? result 1n a dollar tor doliar benetit to the receipient because the beuetit is
- ,l.

l".l.
';{{ not 1n cash but in kind. Lconowic theory suggests that income in kind 1s val-

ued less than income in cash. lheretore, it 1S not surprising thatl recelpleuts

ot tood stamps sell them at prices considerably below their tace value to buy

uon-toua goods. Simitarly, Gl Bill educational benetits willl also be valued at

0.
S

a lower amount coumpared to its dollar cost to the Army. A way out ot this

dilemma would be tu determine cash vdalue o! Gl Biii beneti1t aud otter that

v .
v

3

TR

lower amount 1n cash to the recipient.
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APPENDIX A

INTERVIEW FOR TRANSFERABILITY OF GIL BILL BENEFITS TO DEPENDENTS

DEMOGRAFHIC INFORMATION

1. RANK
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e Moo ON ob

(‘"1["‘

v Z. GLNDER

a. Male
b. Female

3. ETHNIC GROUF

a. hbite
y b. Black
¢. Hispacic
. d. Other

,:: 4, EDUCATIONAL LEVEL (WHEN THEY ENTERED THE ARMY ON ACTIVE DUTY)
?:'\ a. Less than HSDG
N b. GED
g
e c. HSLG

d. Some college/technical school
e. Assoclate degree (2 year degree) ;
f. Coilege degree (B.S. or B.A.) ‘

5. EDUCATIONAL LEVEL TODAY

N a. Less than HSDG |
b. GED I
. c. HSDG |
d. Some college/technical school
e. Asgociate degree (2 year degree)
- f. College degree {(B.S. or B.A.)
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TOTAL N.MBER OF YEARS SERVED IN ACIIVE ARMYY

NUMBER OF ENLISTMENTS SERVED (INCLULDE CURREN1 TOUR)

First

Second

Thira

Fourth

Fit th or more

O} CURRENT BEWLISTMEN1?

Two years
Three years
Four years
Six years
Cther

MARITAL STAILS

o on o

Single, pever married

. Married to a civitian
. Married to another military member
. Legally separatea

Divorced
Other

10. NUMBER Of CHILDREMN

. Note
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e
TR
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ot
v
LS

R

Cne

Two

Three

Four

Five or more

WHAT IS YOUR PMOS?
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12. 1IN WHAT KIND OF UNIT (COMPANY/BAT1ERY/TROOP;DETACHMENT) DO YOU/DIL YOU
SERVL?

a. Combat (Field Artillery, Air Defemse Artillery, Armor, Armor Cavalry,
Infantry)

b. Combat support (Chemical, Engineer, Military police, Military
intelligeuce, Signal, Aviation)

c. Combat service support (Adjutsnt genmeral, Finance, Ordnance,
Quartermaster - Supply, lransportation, Medical)

d. Headquarters unit (Garrison without deployment unit)

e. Don't know

COLLEGE FUND QUESTIONS
13. HAVE YOU ENROLLED IN / OR ARE YOU COVLRED BY ONE OF THE FOLLOWING?

0ld G. 1. Bill (Vietnam-era G.l. Bill)

Army College Fund (VEAF-era)

. VEAP (Veteran's Education Assistance Program)

New G.,1. Bill for Vietnam-era Soldiers

New Arcy College Fund

Qther (specity: )

o Oon ob

14, HAVE YCOUL USED ANY OF YOUR BENEF11S TO DATL?
a. not enrolled in any educational program
b. Yes, have used my benefits
c. No, bave pot yet used my benefits

15. LU YOU PLAN TO USE YOUR BENEF11S?
a. Yes
b. No
c. Don't know

l¢. THERE 1S A FROPCSAL 10 MAKE A SOLC1ER'S GI BILL BENEFITS 1RANSFERABLE
10 HIS/HER DEFPENDEN1S (SPOUSE OR CHILDREN) WBILE TBr SOLDIER 1S UN ACTIVER
DUTY Ok AFTER HE KRETIRES. IF TBE SOLDIER ETS'L, THE BENEFITS COULD

ONLY BL USED BY ThHt SOLDIER.

.
<@
L G s

{:: HOW DO YOuU FEEL ABOUT 1HIS PROPOSAL?
Vo 8. Strongly approve

f;- b, Approve

e c. Neither approve nor disapprove
‘f‘ d. Disapprove

> e, Strougly disapprove

:?2 17. PLEASE EXPLAIN WHY YOU FEEL TH1S WAY.
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16. UNLER THIS PROPOSAL, G.I. BENEFITS TRANSFERABILITY WOULD BE

OFFLREL AS A REENLISTMENT OPTION FOR 1BOSE SOLDIERS WHO REENL1ST

AND SLRVE AT LEAST TEN YEARS OF CONTINUOUS ACTIVE DUTY. THE SOLDIER

MAY TRANSFER H1S BENEFITS AFTER TLN YLARS OF SERVICE WHILE ON ACIIVE DUTY
OR WHILE IN A RETIRED STATUS. BENEFITS MUST BE USED WITHIN TEN YEARS

OF LAS1 DISCHARGE OR RETIREMLNT.

HOW DO YOU FEEL ABOUT THIS PROPOSAL NOW?

a. Strongly approve

b. Approve

c. heither approve nor disapprove
d. Disapprove
e

Strongly disapprove

PLEASE EXFLAIN WEY YOU FEEL THIS WAY.

19. IF THE G.1. BENEFITS TRANSFERBILITY WAS AVAILAELE TODAY, WOULD YOU BE
MORE LIKELY, ABOu1l ‘lhz SAME, OR LESS LIKELY TU REENLIST?

a. Much more likely
b. More likely

c. About the same
d. Less likeuiy

e. Much less likely

20. WH1?

21. DO YOU THINK MORE SOLDIERS WOULD MAKE THE ARMY A CAREER (20 -30 YEARS)
1F G.1. BENEF1TS WERL TRANSFERABLE TO DEPENDENIS?

a. Yes
b. No

22. WHY?

23. DO YOU HAVE ANY OTHER COMMENTS?

A4
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AFTENDIX B

1HE EFFECIS COF 1RANSFERABILI1Y OF GI BILL BENEF11S FOR PAMILY MEMBLKS ON
ARMY RETEN1ION AND CAREER CHOICL

Press ciippings of Geperal(s) Maxwell, lbrurmon and L1G Robert M. Elton's
testimony to the Congress on the Gl Bill option.
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