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Abstract

Since manpower is the basic foundation of any organization's productivity, the 21 Century
Warrior isalogica foca point for transforming America’s Navy into one optimized for future challenges.
Hiding in the confusing myriad of trendy concepts such as "Total Quality Leadership” and "Learning
Organizations' lurks the fundamental elements that determine an organization’s ability to maximize
employee productivity to accomplish the intended mission.

This paper contends that motivating sailors will be the key to the 21% Century Navy's successin a
demanding fiscal and globa environment. Motivated sailors provide the best nationa security for the
dollar. They want to stay with the organization, and they attract quality replacements upon their
departure. 1n short, readiness and retention improve while recruiting difficulties diminish. The future
challenge is to develop a cohesive human resource vision and aign the organization to provide aflexible
mix of enhanced motivators to the 21* Century warriors.

The challenge is intimidating as 86% of individuals who initially decide to work for the Navy
leave or have left at the end of their first commitment. The 21% Century Navy can address this issue with
a historic piecemeal approach by individually attacking recruiting, attrition, and retention, or leadership
can take more a strategic approach by addressing the fundamental problem; the Navy is not the kind of
place where enough people want to work. With the problem identified, the remaining task is to take the
first step down the long road of progress.

This manuscript begins with a review of motivational theory before launching into an assessment
of today's Navy. An examination of future human resource challenges and specific areas of sailor
motivation will set the stage for afive step recommendation for change. Ultimately, the 21% Century
Navy will need to transition from a mindset of manning the fleet with expendable sailors to the strategic
goa of harnessing the intellectual capital of sailors, thereby achieving maximum warfighting readiness.
Properly motivated, the 21% Century Navy will be an innovative organization of professional lethal

warriors engaged in the Navy's mission and dedicated towards a common vision.



Preface

This effort was intended to identify the best path towards transforming today's Navy into an
efficient and effective 21% Century Navy. Asthe paper was limited in scope by time and tasking, the
emerging human resource vision included only the active duty workforce. Although the term "sailor” is
often used to describe active duty enlisted Navy personnel, this paper expands that scope to address active
duty officers aswell.

This advanced research project satisfies requirements of the Nava Command and Staff College
curriculum, however it was conceived and developed during a temporary assignment to the Chief of
Naval Operations Strategic Studies Group (SSG). As such, that group's tasking and mission grestly
shaped the final product. This year, the Chief of Naval Operations tasked the SSG to expand the
previoudy formulated FORCEnNet concept and define the future warrior to operate in the network centric
environment. The Warrior Concept Generation Team's (CGT) research provided much insight into many
issues addressed in this paper. More importantly, the individual Warrior CGT members fostered an
atmosphere of innovation and a plethora of great ideas that were essential to this paper's progress.

During the course of research, the Warrior CGT conducted a variety of meetings, interviews,
working groups, and briefs. Although all impacted the author's thinking, the non-attribution nature of the
candid information exchange prevented reference to specific speakers or organizations in this work. These
valuable contributions are listed in the "Additional Sources’ section of this essay.

Finaly, the author would like to acknowledge the invaluable feedback from Estella Martins,
Professor Bill Glenney, and Randy Oser. Without each of their time, expertise, and guidance, this effort
would be a mere collection of random thoughts. As aways, eterna gratitude goes out to the author's wife

and two children who continue to sacrifice valuable family quality time to support the Navy's mission.
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Chapter 1: Introduction

"Our readiness posture is wholly dependant on attracting and retaining high quality, motivated,
and trained sailors.” Although the former Chief of Naval Operations, Admiral Jay Johnson, accurately
recognized the importance of people in providing national security, the Navy has historically experienced
difficulty in converting this rhetoric into action. Consistently challenged to meet recruiting and retention
goals, the Navy leadership has alocated money on short term solutions such as increasing numbers of
recruiters and a variety of bonuses.

Although navy pay is widely recognized as being lower than that of comparable civilian
occupations, it is actually better now than it ever has been. Deployments are undeniably long, but at an
average of six months, they are shorter than at any timein Navy history. Thereis no shortage of qualified
enlistment candidates, and as the Marine Corps has demonstrated, the challenge of marketing to
Generation X can be met successfully. It islikely that even though the Navy is addressing many of these
problems, its piecemeal approach will be inadequate to mitigate current retention and recruiting
chalenges. Navy leadership, in its search for answers, continues to focus on external matters. Observers
suggest that perhapsit istime for the Navy to take a hard look inward, and develop an improved vision
for operating in the present circumstances of global transition.

Approximately 55,000 sailors are brought into the Navy each year. At the end of their initial
contract, only 7,800 of the origina group will reenlist.?2 In other words 86% of the people who initially
decide to work for the Navy, leave or have left by the end of their commitment. Whether the targeted
god is avisionary company, alearning organization, or an innovative organization, the Navy can never
achieve true greatness without retaining and harnessing its number one resource, its sailors.

The harsh redlity is that there is a problem obtaining and retaining personnel because the Navy is

not the kind of place where enough people want to work. In arecent fleet survey, sailors and their



families were asked how they felt about their Navy careers. Among the usual concerns about housing,
pay, and deployments, many Navy men and women noted that they feel the service is "rudderless,” and
that they do not matter to the Navy's leadership; that they are not part of something greater that matters to
their country; and that what they do is not important.?

"Manpower is my number one priority. We're living in atime of incredible economic prosperity

and optimism, and it's common knowledge, and I'm hearing it from the CEOs in business and

industry, aswell as the other service chiefsthat 'We are at war for people.’ We are emphasizing
that we must make, and we must have a collective commitment to Navy people, our most vita
resource. Thisiskey to making the greatest Navy in the world even better.”

- Chief of Naval Operations (27 Sept 00) *

Admiral Vern Clark's statement before the House Armed Services Committee emphasi zes that the
United Sates Navy isthe greatest intheworld, indl of history. Whilethe Navy isthe best at whet it does, it gppears
that it could be doing it better. In acompeting dimate of economic progperity and limited funding, leadership will
need to reach beyond band-aid fixes to motivate its people.

It has been said that not enough ships to meet commitments is serious, but not having adequate
numbers of men and women to take those ships to seaiis crippling.®> William Dowling contends in his
book that, "The motivated worker is aso the most productive worker, the worker who sometimes equals
or excels any standards that bosses set or would contemplate setting."

This paper will be built on the premise that motivated sailors won't want to leave the Navy
(retention), they will achieve their fullest potential while they are working in the Navy (readiness), and
they will attract new recruits who want to join the motivated organization (recruiting). Hence the
fundamental task emerges as motivating 21% Century Sailors to not only properly man the fleet, but to
harness their intellectua capital to achieve a common Navy vision.

In the quest for optimal warrior motivation, this essay will begin with a necessary but brief

review of motivation theory. After conducting an assessment of today's Navy, 21* Century challenges

will be considered. A common vision will be suggested that includes increased operational efficiency,



improved warrior motivators, organizationa alignment, and updated leadership practices. Ultimately it
will be argued that to maximize warfighting readiness using limited resources, the Navy must better
motivate sailors to be engaged in the Navy's mission, dedicated to the organization, and inspired to

achieve their maximum potential.



Chapter 2. Warrior Motivation

Motivation Theory

Employee motivation in the workplace has been well-documented, with volumes of literature
concentrated in the 1960's. Frederick Herzberg, a distinguished professor of management writes, "The
psychology of motivation is tremendously complex, and what has been unraveled with any degree of
assurance is small indeed."” Although there are countless theories on the subject, most share the same
basic foundations. This admittedly abbreviated review of an intricate subject is intended merely to
provide ataste of widely accepted motivation theories.

Individuals, including sailors, bring their personal needs to the organization in which they work.
These needs are partially materialistic and economic, and partially psychologica and socid.® Personal
needs of employees can have significant repercussions on organizations themselves. The 21* Century
Navy will need to understand human needs, as they influence attitudes and behaviors of its sailors.

The usefulness of any model of human nature depends on its ability to explain a wide range of
socia phenomena; the test of such amodel is the degree to which it is consistent with observed human
behavior. Five frequently used models of human behavior are: 1) The Resourceful, Evaluative,
Maximizing Model (REMM), 2) The Economic (Money-Maximizing) Model, 3) The Sociologica (Socia
Victim) Modé, 4) The Psychological (Hierarchy of Needs) Model, or 5) The Political (Perfect Agent)

Model.® Among this list, REMM distinguishes itself as most applicable to 21* Century American society.

The Resourceful, Evaluative, Maximizing Model (REMM)*°

The REMM term is new, but the concept is a product of over 200 years of research and debate in
economics, the other social sciences, and philosophy. It is essentially based upon four postul ates.
Postulate | states that every individual cares; he or sheisan evaluator. This caring is about almost

everything: knowledge, independence, the plight of others, the environment, honor, interpersonal



relationships, status, peer approval, group norms, culture, wealth, rules of conduct, the weather, and even
music. The second postulate is that each individua's wants are unlimited. The individual's wants cannot
be satiated, be they material goods or intangible goods such as solitude, companionship, respect or love.
The third postulate is that each individua strives to enjoy the highest level of value possible, athough he
is dways constrained in satisfying his wants. Wesdlth, time, and the laws of nature are al important
constraints affecting the opportunities available to any individua. The last postulate states that the
individua is resourceful and creative. Heis able to conceive of changes in his environment, foresee the
consequences, and respond by creating new opportunities.

Resourcefulnessis an important aspect of the REMM. This model contends that as new
constraints such as policy or law are implemented, they will amost dways generate behavior. Thisis
because creativity and resourcefulness cause an individual to search for substitutes for a newly
constrained behavior. The search is not restricted to existing aternatives, thus people will invent
aternatives that did not previously exist.

REMM tends to address detailed behavior of individuals more completely than other prevailing
socia science models. The individua in relation to the organization is as the atom to mass. From small
groups to entire societies, organizations are composed of individuals. REMM is the model of human
behavior that captures as smply as possible the most important human traits.

REMM implies that there is no such thing as a need because individuas are always willing to
subgtitute. Individuals are willing to sacrifice alittle of aimost anything for a sufficiently large quantity
of other desired things.

George Bernard Shaw, famous playwright and social thinker, reportedly once claimed that while
on an ocean voyage he met a celebrated actress on deck and asked her whether she would be willing to
deep with him for amillion dollars. She was agreeable. He followed with a counterproposal: "What
about ten dollars?' "What do you think | am?' she responded indignantly. He replied, "We've already

established that--now we're just haggling over price."**



The fact that al individuals make trade-offs means that there are no such things as human
"needs,” only wants, desires, or demands. For something more costly, less will be wanted, desired, or
demanded than if it were cheaper. REMM asserts that sophisticated, rationd individuals will always

adapt to their opportunity set.

Comparing REMM to Other M odels'?

The Economic Model is smply a constrained version of REMM, asserting that the individual is
an evauator desiring only monetary income. This model falls apart when examining Navy personnel,
who obvioudly do not work exclusively for the money.

In the Sociological Model of Human Behavior, individuas are viewed as products of their
cultural environment. Although popular, it has a nearly exclusive focus on cultural continuity that fails to
account for the enormous diversity of human behavior at any given time. The model aso ignores the
process of conscious deliberation by individuals and organizations when contemplating different courses
of action.

The Psychological Model is a step up the evolutionary ladder from the Sociological Model. Like
REMM, humans in this model are resourceful, they care, and they have wants and desires. Individual
wants, however, are viewed as absolutes. Therefore, substitutions or trade-offs are not part of individual
human behavior. Perhaps Maslow provided the best-known formulation of the Psychological Model.
"Human needs," wrote Maslow in 1943, "arrange themsealves in hierarchies of prepotency. That isto say,
the appearance of one need usually rests on the prior satisfaction of another more prepotent need."?
Maslow's needs, in order of their "prepotency” from high to low, are physiological (food, water), safety,
love, and sdf-actuaization. In contrast to REMM, Maslow's hierarchy of needs contends the individual
is unwilling to give up any food for any amount of safety until his or her food needs are satisfied.
Moreover, evidence of human behavior contradicts Maslow's hierarchy as astronauts and car racers accept

less safety in return for wedlth, fame, and just plain thrills. Thus, this theory based on individuals driven



by wants, but can not make substitutions, will never completely capture the complexity of human
behavior.

The Political Model of Human Behavior characterizes individuals as evaluators that consider
other individuals preferences rather than their own. This individua seeks to maximize the public good
rather than his or her own welfare. The REMM regjects the notion of people as "perfect agents.”

Thus, while the other models capture an important aspect of behavior, REMM capitalizes on each
moddl's strengths while minimizing its weaknesses. Regardless of the label placed on human behavior,
extensive research suggests that individuals are resourceful, evaluative optimizers. Whether politicians,
managers, academics, professionass, philanthropists, factory workers, or sailors, they al respond
creatively to opportunities presented to them by the environment. They care not only about money, but

many things--respect, honor, power, love, and the well-being of others.

Work Force Motivation

Today's work force is radicaly different than that of the early 20" century. Nowhereisthis
difference more striking than in workers' purchasing power and economic status. The modern pipe fitter,
shipping clerk, or even sailor might not feel wealthy but at least he does not have to worry about the
prospect of starvation-level poverty, being forced to live in disease-ridden dums, or being unable to find a
minimal amount of warm clothing needed to protect his family in winter. Advances that socia reformers,
labor union movements, and the mass production of consumer goods have made toward satisfying basic
human needs have been little short of phenomenal. Thus, modern affluence has radicaly reduced the
power of the basic survival needs as motivators.*

Behavioral experts have recognized for some time now that concentrating on economic and
security incentives produces only limited gains in worker productivity. The manager who seeks to
motivate employees smply by giving them more in the way of physical and economic benefitsis

following a method that has long since passed a point of diminishing returns.'®



None of thisisto say, of course, that physical and economic well-being are not still necessary
ingredients in job satisfaction. Nor would experts claim that employees couldn't be motivated by the hope
of merit raises or promotions accompanied by higher salaries; obviously they can. But research indicates
that, for the long term, the most to hope for by satisfying the lower-order needs and nothing elseisto
produce a neutral attitude toward the job.*®

As for motivation stimulated by the prospect of raises or promotions, thisis symbolic in most
cases of the pursuit of other kinds of salf-fulfillment: status, for example, or the ability to buy things that
denote status. This type of motivation may have some effect on the behavior of individuals but can have
very little on the behavior of groups, because if everyone in a group gets araise, no one's individua status
in the group is enhanced. And even in the case of the employee who is rewarded as an individual, what
happens when he reaches that point when further promotion is no longer possible, or when he aready has
aswimming pool in the backyard and the kids safely through college? Although most employees desire
money, the resulting status needs to be available in other ways as well.*’

Frederick Herzberg, a Case Western Reserve University professor and author of The Motivation
to Work, identified challenge as a source of motivation. He argued that an individual whose job afforded
opportunities for growth and devel opment would be more satisfied than an individual whose job
"disconnected" effort and achievement.*®

As the discussion proceeds into individual motivators, it is worth addressing both positive and
negative influences on employee motivation. A past study concludes that there are five factors that stand
out as strong determiners of job satisfaction; achievement, recognition, work itself, responsbility, and
advancement, the last three being of greater importance for lasting change of attitudes.”® Unlike the
satisfiers, "dissatisfiers' consistently produced short-term changes in job attitudes. The major
"dissatisfiers' were company policy and administration, supervision, saary, interpersonal relations and
working conditions.?® It was determined the opposite of job satisfaction would not be job dissatisfaction,
but rather no job satisfaction; similarly, the opposite of job dissatisfaction is no job dissatisfaction, not

satisfaction with one's job.



Thus, when we think of humans, we must ask two questions. First, how happy are they? Then a
digtinctly separate question: How unhappy are they? If a starving artist is questioned about his job
satisfaction, he might reply that he loves what he is doing but is much dissatisfied with his hygiene, or

quality of life.?

Motivating the Warrior

REMM embraces three aspects of motivation that add to the complexity of the topic: firstisthe
many different factors that affect individual motivation, next is the diversity of individualsin a given
workforce, and finally is the often conflicting nature of motivation factors.

Consider acommon definition of motivation: that which energizes, directs, and sustains
behavior. Following such a definition, it appears there are many divergent factors can affect the desire of
an employee to perform.?

Next, consider the many different people and many different jobs in a large organization such as
the U.S. Navy. The Navy workforce is comprised of avariety of different occupations such as doctors,
aviators, airplane mechanics, deck hands, sonar operators, administrative assistants, intelligence
specidists, food service specialists, computer specialists, and even specia operations warriors. Each of
these jobs might attract dightly different individuals responding to different motivators. Similarly, an
individua is motivated by factors specific to his or her own upbringing and preferences. For example, a
single sailor who never graduated from high school might be motivated differently than a married sailor
with four children who has earned his PHD. Similarly, a person brought up in a very affluent household
might be motivated differently than someone brought up in poverty.

Finally, there is the issue of conflicting motivators. K. Lewin addresses motivationa conflictsin
Lewin's theory, where he states, "there is a continuing interaction between forces in the environment
which impinge on the individual, and motivational forces within him."** Consider the sailor who joined
the Navy to receive $20,000 towards college tuition after he leaves the service. The very motivator that

caused him to enter the service becomes a motivator to leave in pursuit of a college degree.



In short, there is no one motivator that has equal impact across the Navy workforce, and therefore
there can't be one approach to solve al problems. It appears that the ideal human resource vision would

include a variety of aligned motivators that can be tailored to individuals according to their needs.

Why Do Warriors Work?

"Work in an occupation is usually regarded as the principal long-term activity of human life, at
least in civilized societies. However, it can be argued that in many cases people are forced to work by the
necessity of gaining alivelihood, and by socia pressures to do this, rather than ingtigated by persistent
goal-directed motivation."*® This observation by M.D. Vernon leads to the fundamental question that the

Navy needs to answer to properly motivate its sailors. "Why do warriors work?'

Fundamental Motivations

In the caveman days, basic survival was largely determined by the individua's ability to hunt,
gather food, and provide shelter. Today, these concepts have evolved into the ability to make money
required to purchase basic necessities. As previoudy discussed, however, the ability in today's society to
provide for basic necessities is relatively easy to achieve. Thus, although saary is very important, it is no
longer the sole motivating factor.

One Saturday in mid January 1978, sixty-two employees of a northern British Columbia saw mill
worked a voluntary six-hour shift, producing almost fifty-seven thousand board feet of lumber, worth an
estimated value of $2333. The reason was to give the mill's owner a belated Christmas present® Many
would agree today's sailors sacrifice even more on a daily basis in the service of their country, suggesting
that their work motivation is not based entirely on financial compensation. Carl Von Clausewitz, a
recognized expert in military theory, never mentions compensation in his observation, "Of all the passions
that inspire man in battle, none, we have to admit, is so powerful and so constant as the longing for honor

and renown."?’
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Similarly, much current civilian business literature focuses on the limited value of typical reward
type models. Research suggests that, by and large, rewards succeed at securing one thing only:
temporary compliance.® When it comes to producing lasting change in attitudes and behavior, rewards,
like punishments, are strikingly ineffective. Once the rewards run out, people revert to their old
behaviors. Studies show that offering incentives for losing weight, quitting smoking, or using seat beltsis
not only less effective than other strategies but often proves worse than doing nothing at al. Incentives, a
version of what psychologists call extrinsic motivators, do not ater attitudes that underlie behaviors.

They do not create an enduring commitment to any value or action. Rather, incentives merely and
temporarily change what we do.

Asfor productivity, at least two dozen studies over the last three decades have conclusively
shown that people who expect to receive areward for completing atask or for doing that task successfully
simply do not perform as well as those who expect no reward at al.?° In general, as more cognitive
sophistication and open-ended thinking was required, people performed worse when working for a
reward.

Author G. Douglas Jenkins, Jr., tracked down 28 previously published studies that measured the

impact of financia incentives on performance. His analysis, Financial Incentives, published in 1986,

revealed that 16, or 57% of the studies found money had a positive effect on performance.® However, all
of the performance measures were quantitative in nature: a good job consisted of producing more of
something or doing it faster. Only five of the studies looked at the quality of performance, and none of
those five showed any benefits from incentives3* These findings suggest that bonuses such as sdlective
reenlistment bonuses (SRBs) might be successful at temporarily manning the fleet, but will not inspire
greatness or optimum readiness.

Many managers understand that coercion and fear destroy motivation and create defiance,
defensiveness, and rage. They redize that punitive management is a contradiction in terms. A kick in the
pants may produce movement but never motivation. These same managers are often not aware that

punishment and rewards are two sides of the same coin. Rewards have a punitive effect because they,
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like outright punishment, are manipulative. "Do this and you'll get that," is not really very different from,
"Do this or here's what will happen to you." Furthermore, whether the incentive is withheld or withdrawn
deliberately, or simply not received by someone who had hoped to get it, the negative effect is identical.>?

If the goal is excellence, no artificial incentive can ever match the power of intrinsic motivation.
People who do exceptiona work may require payment, but they do not work to collect a paycheck. They
work because they love what they do. Rewards, like punishment, may actualy undermine the intrinsic
motivation that resultsin optimal performance. The more a manager stresses what an employee can earn
for good work, the less interested that employee will be in the work itself.®?

Thus, there are many different types of employee motivation that appear to dlicit different
employee responses depending on the individual. These motivators can be classified in many different
ways. For addressing sailorsin this discussion, they will be grouped into four basic categories.
Compensation (short term survival), future opportunities (long term survival/future security), quality of
life, and job satisfaction. It will be argued that these four areas must be satisfied in a complimenting
manner to achieve the required level of warrior motivation. While each category isimportant for
addressing specific aspects of sailor motivation, the collective package tailored to individual needs and

desiresis the key to optimum warrior readiness.

Compensation

This category of motivation not only refers to putting "Food on the table," it also includes
financialy based benefits such as health care, housing, and commissary privileges that contribute to basic
survival. There is another often-overlooked aspect to compensation that has direct ties to the quality of
life category. That is, once the basic survival needs are met, the excess salary that allows Navy personnel
to buy nicer cars, go on vacations, live in more pleasing neighborhoods, etc. Thus, although recent

literature often devalues compensation as a motivator, it undeniably forms the foundation on which to



build an overall employee motivational package. Unfortunately, other than bonuses, the Navy
organization has little ability to manipulate military pay and benefits.

When evaluating worker compensation models, more and more civilian companies are
recognizing that compensation is not an expense but atool for achieving their goals.3* Organizations were
created because an individual can accomplish work more effectively in a group than alone. It stands to
reason, then, that working collaboratively will reap benefits. The problem is that many compensation
systems are designed to reward individual behavior rather than team efforts. If team performance is the
desired output, reward systems should be designed that encourage collaboration and cooperation rather
than individual productivity.

One company that struggled with rewarding individua efforts that benefit everyone is Cummins
Engine, the world's largest maker of large diesdl engines and power generators. Atlas Crankshaft, a
division within Cummins, designed a reward system that could encourage the entire plant to perform
better while rewarding individua efforts that could improve productivity overall. The goa was a variable
compensation program that could create a connection between employees and overall plant improvement.
The resulting plan included al employees, union and non-union. The core measures used in the plan
were the following: Safety incident rate, on-time delivery record, productivity measured as number of
pieces per person per day, and managed expenses as a percent of the total budget. A fina condition was
that employee payouts were funded from savings from the program. In the first four years of the
program, employees earned amost $3 million. Best of al, the company reported it actually saved twice
that much in increased productivity since implementation of the program.*

Obvioudly, today's military pay system has no link to team performance. Two possible
aternatives might be to change to the current rigid longevity system that treats everyone equally,
regardless of performance, or to design the other three areas of motivation to compensate for financia

compensation shortfalls.
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Future Opportunities

Future opportunities refers to long term survival and security, and might include either the goa of
a better job or eventua retirement with alifetime salary. Some experts assert that humans fundamentally
strive to see their circumstances improve. Many workers will endure alower paying job or poor working
conditions for the experience and education required for a future better job, one that provides a more
attractive overall motivation package. Others seek the long term security and basic surviva provided by a
military retirement plan.

Vernon assesses that the attainment of a secure livelihood is one of the most important
motivations for work in many people. Many studies of the factors most conducive to job satisfaction
have shown that security is given the greatest importance.® Even if income gained is not high, to obtain a
steady job with regular wages and assured tenure is a very widespread aim, especialy among lower paid

workers.

Quality of Life

In many cases quality of life can betied to the compensation aspects of the Navy. The more
money a sailor makes, the better quality of life he can afford. One important lifestyle contributor that isn't
financialy controlled isfree time. While the issue of sailor free time will be addressed in subsequent
sections, it should be noted that improving the current situation of limited leisure time for sailors will

likely have a significant impact toward sailor motivation.

Job Satisfaction
The final category is perhaps the most promising for the Navy because it is so powerful, yet
generaly costs very little to improve. In many cases, smply targeting leadership practices can enhance

job satisfaction.
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Through an extensive survey, the Gallup Organization isolated the 12 characteristics of a strong
workplace as seen through the eyes of the most successful and productive employees.® Surprisingly,
issues such as pay, benefits, senior management or organizational structure were not identified. Instead,
characteristics associated with employee satisfaction dominated the list, such as individual expectations,
self worth, and persona development. A workplace with nothing but low-performing employees but an
excellent benefit plan might fare very well on some types of surveys, but the survey responses would say
nothing about how well the company attracts and keeps the best employees®

The Gallop Organization tested the theory by surveying 2,500 business units. After assessing
their productivity, profitability, retention levels and customer ratings, employees were asked the 12
guestions associated with a strong workplace. Consistently, the companies that ranked highest in the four
measures of success had workers who answered the questions affirmatively and emphatically. There was
aclear link between employee satisfaction and unit performance.®

While difficult to quantify, job satisfaction offers the most potential for improvement, as many
aspects can be addressed with simple, and often free, leadership initiatives. The 21* Century Navy will

likely need to focus on this area of motivation to successfully harness the intellectual capitd of its sailors.

M otivation Summary

Motivating sailors will be the key to the 21* Century Navy's success in a demanding fiscal and
globa environment. Motivated sailors provide the best national security for the dollar, they want to stay
with the organization, and they attract quality replacements upon their departure. In short, readiness
improves, retention increases, and the recruiting challenge diminishes. The future challenge will be to
develop a cohesive human resource vision and align the organization to provide a flexible mix of
improved motivators to 21* Century warriors. The ultimate goal is not just a properly manned Navy, but
rather an organization where sailors are dedicated towards maximum readiness and a common maritime

vison.
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Although there are countless ways to categorize employee motivators, grouping motivating
factors only facilitates an academic discussion to reach the ultimate conclusion: that there are a countless
combinations of motivators that will appeal to each of the 369,563 active duty individuals* that make up
the active nava service.

The primary compensation incentive is balanced with the remaining three accompanying areas of
motivation; future opportunities, quality of life, and job satisfaction. Consider the young professional
who gladly works 16-hour days, six days aweek, in a"dot com" sweat shop because she is financially
compensated very well with the opportunity for future prosperity. If the pay wasn't as good, the poor
family lifestyle, diminished self worth, and limited retirement plan would cause her to look for another
job. Conversdly, the best working environment in the world would not overcome the modern requirement
for money. Within arigid military pay structure, the challenge will be to maximize non-financia
motivators to compete with civilian opportunities.

The Navy's diverse population creates a situation where individuals desire a different mix of
motivating factors. For example, amarried person with six dependants may think the Navy pay is
adequate, but hates deployments and frequent moves. On the other hand, a single sailor may like the
excitement of travel but finds the pay doesn't make up for long work hours. As each individua responds
differently to various motivations, the best 21 Century personnel management approach likely will be
one that offers aflexible mix of incentives that can be tailored to each sailor's needs and desires. Thusto
address the entire Navy workforce, a practical course of action might be to improve satisfiers and

minimize "dissatisfiers' in each area of motivation.
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Chapter 3: Current Navy Motivation

Today's Navy

The United States Navy is the number one provider of maritime power projection in the world,
with no likely peer competitor in sight. Retention and attrition statistics recently have begun to improve,
and the fiscal year 2000 recruiting goals were successfully met. Adding to the positive Navy forecast isa
new Chief of Naval Operations (CNO) who is taking charge with a fresh vision of the future, "A
Framework for Action” (Appendix A). That document lists the CNO's prioritiesas. 1) Manpower, 2)
Current Readiness, 3) Future Readiness, 4) Quality of Service, and 5) Alignment. These five areas
promise to address current Navy deficiencies and are positive first steps down the road to improvement.

Despite the optimism, it seems the Navy's management of its most valuable resource, the CNO's
number one priority, is still fundamentally broken. The service conscioudy continues to under fund
manning, leaving amost 15,000 required billets unfilled, as seen in figure 1. This places an added burden
on aready overworked sailors who are assigned to units based upon manning requirements that set a
sailor's standard shipboard workweek at 81 hours.** Despite a $91,938,000,000 yearly budget,? the
sarviceis essentialy under funded in admost all areas, leaving most Navy organizations and their sailors

to operate in a constant state of debt avoidance.
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Figure 1
Gapped Enlisted Billets*

(Numbers of unfilled sailor billets over the last five years)
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Moreover, deploying sailors are faced with a six-month separation from their families
immediately following a morale busting work-up period. Many junior personnel on board vessels such as
aircraft carriers are crammed into 101 man berthing areas. Those same junior personnel are often
employed in temporary menial jobs they didn't sign up for, such as the cooking in the galley or washing
shipmate's laundry. In addition, current world commitments and terrorist threat conditions eliminate
attractive port visits in favor of repeated and restricted Persian Gulf port calls.

While these conditions are generally expected to cause relatively high attrition rates and low
retention rates among junior first term sailors, an equal effect is being noticed with senior enlisted
personnel. Although retention isimproving, as figure 2 shows, second and third term retention rates are
still very close to the 20 year historic low. Also, these improving trends may be difficult to sustain as
they reflect large seasonal influxes of Selective Reenlistment Bonuses experienced this fall.**

Although the Navy has met or exceeded its recruiting gods in the last three years, illustrated in
figure 3, it appears the Navy might be playing a numbers game by lowering the origina goas set in FY99
and FY00. The Chief of Naval Personnel recently observed, "Despite the news of a slowing economy,
recruiters in the field continue to struggle with the challenge of finding potentia recruits and of making
our accession goal."™® With a stable force of 369,563 active duty sailors and officers,*® the Navy has an
unbelievably high turnover rate of replacing one out of every seven sailors each year--arguably one of the

worst remaining traditions of the past conscription based force.
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Historic Enlistment Retention Rates”
(Percentage of sailors reenlisting for 1%, 2", and 3" terms over time)
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Figure 3
Recruiting Goals*®

(Original and modified recruiting goals and actual accessionsin the last three years)

It seems the post cold war Navy has been drawing down for 10 years and hasn't yet successfully
transitioned to keeping its people. The absence of an effective human resource vision is painfully obvious
with the difficulty in assembling a comprehensive description of al the benefit programs available to
active-duty military members. Several different agencies and offices are responsible for various types of
benefit information, and the collective knowledge is scattered across an array of websites and
publications. The confusing and often conflicting mix of benefits can itself lend a challenging aspect to
recruiting, retention, and overall workplace motivation.*® The Chief of Naval Personnel sums up the
situation appropriately, "The key challenge is keeping al these personnel and their families informed
about al the programs and policies that we have implemented to improve their quaity of service.
Without question, the job of communications is one of our greatest challenges."°

Indeed, the navy human resource baby is ugly and will need to be groomed, clothed, and fed
differently to survive the 21 Century "War for People." James Kelly in arecent Proceedings article
voices the opinion many in the Navy share, " Something in the system is broken and must be fixed."*
This paper suggests the overall Navy human resource strategic vision, and the Navy vision asawhole, is
deficient. In much of the Navy's defense, however, aredity emergesthat it is hard to think strategically

when fighting daily people warsin the trenches.
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Navy Mission Accomplishment

"The objective of our Navy's forward-deployed strategy is to ensure we possess credible combat
capability on scene to promote regiona stability and deter aggression throughout the world."
- Chief of Naval Operations®

With over 75% of the earth covered with water, the U.S. Navy offers the ability to lawfully
establish a presence in virtualy any regions of the world. Thus, the Navy emerges as atool for the
politicians to: 1) safeguard the world's oceans, 2) serve the American people, 3) take care of its sailors,
and 4) provide letha power projection.

The United States Navy fundamentally exists to drive ships, subs, and planesin a maritime
environment. The Navy has historically embraced technology well. It is not so renown for the way it
manages people or embraces change. George Patton once observed, "Wars may be fought with weapons,
but they are won by men. It isthe spirit of the men who follow and the man who leads that gains the
victory."® Accordingly, the future Navy will need to maximize its sailor resources to be victorious in
future conflicts.

Although already into the 21* Century, the surface fleets of today's Navy, deploying as battle
groups and amphibious groups, would look familiar to the admirals of World War 11.>* This suggest that
in over 60 years, the Navy has not changed the fundamental way it provides nationa security in the
changing global environment, and as such, is operating inefficiently in some aress.

Admird Paul Reason, in hisbook Sailing New Seas, summarizes the mogt essential Navy capabilities as
sea control, forward presence, and power projection. Freedom of the seas is the most important product
of the United States Navy. It islikely the preeminent economic gift of the American people to the rest of

the world. Without it, world trade and world economies would collapse. Sea control is therefore the

fundamental capability of the Navy.® Providing that service efficiently should be the 21% Century Navy's

primary goal.
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Just Another Corporation?

The Navy, like a civilian corporation, is an organization of people aigned to perform a common
mission. Where the Navy differs from the typica business modd isthat there is no requirement, or
incentive, for Navy leadership to turn a profit or increase the value of the company's stock. As such, the
Navy is similar in many respects to the government subsidized AMTRA CK--an organization that can
never go out of business no matter how inefficient it is.

The Honorable Jerry MacArthur Hultin contends that, " Although the Department of the Navy is
not a business, it has enormous business operations built to organize, train, maintain, and equip the
world's best naval forces. To meet these obligations, we need processes that support quick, affordable
implementation of naval warfare innovation; we need processes that are efficient and effective; we need
to avoid the stagnation of a zero-defects mentality."®

The current defense department crisis centers around post-Cold War restricted funding that
emphasizes the inefficiencies in each service. Just asit isincreasingly difficult justifying three redundant
tactical aircraft development programs, inefficiencies have also surfaced in the military up or out
personnel management model.

Although most military human resource concepts are identica to civilian business models, the
critical difference liesin life and death issues surrounding combat. These issues will drive organizational
requirements during hostilities, but likely will not affect peacetime human resource management. Sailors

are smply members of society organized and motivated to achieve acommon Navy vision.

Hiring Warriors

Asthe Navy is an all-volunteer force, organization and people issues must be compared to
competition from the other services as well as the civilian work force. Thiswouldn't be the case if there
was a mandatory draft alowing the Navy to reduce pay and benefits with little regard for the workforce.
Today, sailors are free to join or leave the service at will, and thus, the Navy must provide a superior

employment package compared to civilian industry to attract top personnel. Former Navy Secretary
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Richard Danzig explains that despite the end of the draft more than 25 years ago, "we are still afflicted by
amentality of conscription that treats labor as though it was free.">” The Navy must continue to improve
sailor standards of living if it wants to remain competitive in the growing economy. Redlizing there are
no patents on people programs, as the Navy adopts innovative initiatives, the competing services and
civilian industry will surely follow. Thus, this improvement process must be on-going and will likely
require an organization within the Navy to champion continual progress.

When the United States transitioned to an all-volunteer military, the Navy entered an eternal war
for people that recently has been intensified by the country's economic boom. This competition will
continue to dominate the 21* Century Navy's challenge to motivate its warriors. Aswith all competitions,
it forces successful players to get good at the game. In this case, Navy leadership is forced to provide the

best possible work environment for its people, and the warrior ultimately becomes the true winner.

Leaving the Service

All servicemen eventually leave the military, including the CNO. Reasons for departure include
finding a better job, forced departure, or retirement. Table 1 presents a historical comparison between
retention rates in post-Vietnam FY-75 and FY-01. It seems second and third term sailors, who are most
familiar with the Navy, are choosing to leave in greater numbers. After expending considerable resources
to hire and train individuals, retaining them becomes a significant issue. For example, if it costs $1
million to recruit and train just one aviator, keeping 100 more in the service each year would equate to a
savings of $100 million each year. In addition to the financia gain, the experience retention would

significantly contribute to overall warfighting readiness.
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FY-99 Personnel Attrition Trends®®
(Numbers of people meeting career milestones)

Figure 4, using FY-99 data, emphasizes an darming statistic--86% of the people who join the

Navy, leave or have |eft the service when their initial commitment is completed. The Navy is clearly an

organization where most people do not want to work. With ardatively stable force structure, if 55,000

people are hired each year, the same number must also be leaving. This large percentage of transient

personnel--one third of the force is either entering or leaving the service in a given year--makes it

impossible to create an innovative organization that capitalizes on the people it claims are its greatest

asset.
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In asense, the Navy is alarge people factory that stresses numbers of people over qualities or
sKkills. Except for a couple of basic prerequisites, the Navy essentialy will hire anyone who wants to
come into the organization. Some believe recruiters convince folks that don't even want to join the Navy,
totry it out. Figure 5 offersinsight on possible attrition consequences of these hiring practices. The time
has come to transition to a model more advantageous to the employer, one where the number of

applicants far exceeds the number of job openings.
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Figure5
Percentage of First Term Attrition Broken Down by Time in Service®

The people factory aso places a huge burden on the human resource organization. Each year
there are approximately 186,600 promotions, 85,450 separations, 150,000 students, 55,000 new recruits,
5,000 Recruiters, and 110,000 enlisted personnel reassigned (half require training en route). This factory
consumes a yearly moving budget of $848 million, a training budget of $7.5 hillion, and the efforts of 665
detailers.® It is difficult to develop a human resource concept for motivating people towards a common
Navy vision working in the trenches of the people war.

The Naval Personnel Task Force in October 2000 determined that human resource management
in the Department of the Navy is approaching a state of crisis. Current indications suggest that a) interest
in military service among prospective recruitsis low, b) the willingness of key groups of career personnel

to remain in the military is below levels that the services need, ¢) growing diversity in the workforce
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creates challenges to military culture, and d) athicket of laws and administrative regulations constrains
the services' ability to make the best use of their personnel, both military and civilian.®?
In their publication, "A Strategic Human Resource Management System For the 21% Century,"
the Personnel Task Force outlines the importance of a good human resource system:
Theindividual and collective talents, skills, and capabilities of the total force of active duty,
reserve, civilian, and contractor personnel are required to accomplish the mission and goals of the
U.S. Navy and Marine Corps. In today's volunteer military forces, leaders rely on a sophisticated
human resource management system to recruit, train, assign, motivate, care for, evaluate, retain,
and eventually separate personnel. That system affects the quality of life of service members and
their families, influences public perceptions of naval service, and contributes to the performance
of naval missions today and in the future.®®
However, the task force stopped short of concluding the obvious: that the people factory model no longer

works for avolunteer 21* Century Navy.

Supplying the Factory

An ideal recruiting process would be designed to allow operationa requirements to determine the
type, and quality of sailors hired by the Navy. In today's people factory, the budget and numerical
magnitude of the recruiting goa arguably dictate the quality of new sailors. The emerging questions are:
Isit worth recruiting a guy who doesn't fit into the organization just for numbers, and what are the
consequences that it has on the rest of the organization?

A series of steps have been implemented to improve Navy recruiting. As aresult, the Navy has
reported meeting its FY 99 requirements. However, this came at a large cost, depicted in figure 6. Inless
than a year, the navy increased the number of field recruiters by 35%, to 5,000 and more than 200
additional recruiting stations have been either recently opened or under construction. The annua budget
for recruiting advertising alone rose to $73.2 million. The Navy also offered enhanced monetary bonuses
and educational opportunities to enlistees. Y et, the recruiting challenges are projected to continue for the

foreseeable future.®

25



Inducement Cost
500 1
450
400
350
300 Air Force

Marine
250 Navy
200 Arm)
150
100 1

50 1

Advertisement and Bonus Expendatures in FY
2000 Constant $M

1993 1994 1995 1996 1997 1998 1999

Fiscal Year

Figure 6
Recruiting Costs (Advertissment and Bonus Expenditures)®
Recruiting difficulties culminate in an average of only one new sailor per each recruiter entering
the Navy every month. With such a precious asset, the Navy can no longer afford to maintain its high

attrition people factory.

Officer Considerations

While this paper loosdly uses the term "sailors' to refer to both officers and enlisted personne,
human resource issues for the two groups are generaly different. For example, officer recruiting
historically has not been a problem, while enlisted recruiting presents a continua challenge.

The current generation of military officers has served under two legidative initiatives that atered
career patterns.  the Defense Officer Personnel Management Act (DOPMA), and the Goldwater-Nichols
requirement for joint service. Basically, DOPMA defines the overall seniority mix of each service and
determines how long officers are expected to serve in each pay grade. Although DOPMA's constraints
were aligned with service palicies, they inevitably limit a service's flexibility and have provoked repested
requests for waivers to permit one or another service to remain out of compliance with DOPMA grade

cellings. Goldwater-Nichols makes joint service a requirement for promotion eligibility and for continued
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military service, given the up-or-out nature of military careers. It adds joint tours to the Navy's other
requirements for promotion--command assignments, professional military education, toursin the field and
in headquarters--thereby forcing an officer to serve in additional capacities during his or her career 5
Together, these two provisions tend to have the effect of imposing conflicting demands: within
set promotion points, officers are required to fulfill more requirements than can be squeezed into the time
available. Among the consequences are that rotational assignments are made for reasons of career
enhancement rather than mission performance. Thus, optimum professional development is often

sacrificed to ticket-punching.®’

FY99 FY00 FYO1 STEADY STATE
COMMUNITY ACTUAL | ACTUAL | TO DATE REQUIRED
Surface 24% 2% 29% 38%
SPECWAR 69% 68% 71% 74%
Submarine Nuclear 30% 28% 30% 38%
Surface Nuclear 18% 20% 19% 24%
Pilot 28% 39% 3% 42%
NFO 3% 43% 45% 42%
Table 2

Officer Retention Rates®

Asfor officer body flow, there are approximately 53,000 officers in the Navy with approximately
half categorized as restricted line and the other half being front line warfighters. In fact, there are roughly
12,000 doctors and dentists alone. Table 2 suggests that the desired retention goals in most of the officer
warfighting categories are not being met.*

Bringing officersinto the Nava serviceis generaly not a problem because the number of
applicants for each of the commissioning sources far exceeds available openings. In FY-01,
approximately 785 Naval Academy graduates, 1400 Officer Candidate School graduates, and 1200 ROTC
midshipman were commissioned into the Naval service.”® The availability of prospective officers allows
commissioning sources to increase output to compensate for falling retention rates. The problem resides
in the time lag required to "grow" officersto fill the gaps in officer manning. The resulting disparity

between inventory and requirements can be seen in figure 7.
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Navy Officer Requirements vs. Inventory’
(Numbers of officers over years of service)

Fiscally Driven Organization

Many top Navy leaders describe the Navy as bankrupt, with essentially only the submarine
service adequately funded. How does an organization whose funding has actually increased over the past
years to a bottom line of $91,938,000,000 for FY 20012 get strapped for cash? The answer is afamiliar
one to the average American family that realizes the more money it has, the more money it spends.

As with most businesses, the Navy is afiscally driven organization, but it is not structured or
trained to efficiently operate as one. Many would argue that an important difference between
corporations and the military isin the bottom line. While a businessis driven by profit, the Navy is
focused on national security or killing ability. Others counter that these issues are, in fact, one and the
same. For example, the more profit or excess funding the Navy has, the more killing ability it can afford
with better training, equipment, and people programs. Thus, fiscal efficiency is an important aspect of the
21* Century Navy.

Military budgets are typically alot roughly 30% of the funding to people, 30% to platforms and

research and development, and 30% for operating and maintenance expenses. It is not uncommon for
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civilian businesses to allot as much as 50% towards personnel funding. The Navy might benefit from a
well-informed analysis as to the best readiness maximizing mix for the 21 Century.

Navy leaders are trained very well in the business of waging war. During peaceful periods,
however, leaders aren't equipped very well to operate in afiscally dominant environment. Some would
argue that operational warriors should never be concerned with profit or business efficiency. While this
premise may be true during times of conflict, it is perhaps the root of the current problems in the 21
Century Navy.

War is an expensive business. It's even more expensive if Naval leaders don't make well-
informed decisions on how best to spend the sizable, yet limited budget. Unfortunately, economically
uneducated leadership will often make the damaging choice to skimp on personnel funding.

The Navy is currently under-funding the understated requirement for people. Today there are
approximately 14,000 gapped hillets in the Navy, with approximately 7000 ashore and 7000 afloat. It has
been calculated that by cutting 5000 billets in the past, the Navy saved $100 million ayear. For short
term savings, the Navy decided to force its people to do gapped billet work in addition to their own
excessive work requirement.”

By cutting people to save money, the remaining sailors work harder and as a result, more want to
leave. This creates hidden costs for recruiters to find more folks to take their place. At an estimated
$40,000 to recruit and train a sailor and 18,395 people failing to complete their initial obligation, this
under funded people requirement likely resulted in a portion of the $736 million ayear cost of attrition.”

In addition, another unintended consequence of cutting people is the requirement for added re-
enlistment bonuses to entice people to stay in the overworked environment. Although it is difficult to
quantify, it is likely the originally intended savings actualy cost the Navy more in recruiting and selective
reenlistment bonus (SRB) funds, not to mention the decreased morale of those dedicated sailors who stay
Navy in light of the increased workload.

The current Navy leadership has recognized the importance of funding people programs and has

made the financialy painful decision to expand the top six enlisted ranks to the congressionally
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authorized 71.5% in 2002, with the eventual goal of 75%. In light of the fact that every one percent
increase equals approximately $55 million, this decision was not an easy one in the current fiscally
constrained environment.”

Decisions yielding immediate financial benefits are relatively easy to make. Most personnel-
related decisions, however, often have delayed effects that are difficult to quantify. Navy leaders need
formal education tools to make those difficult but prudent business decisions.

Lastly, the military budgetary process imposes relatively shortsighted vision. Idedlly,
requirements would drive the budget, instead the current redlity is that the budget drives requirements.
This situation is not likely to change soon, so Navy leadership should be trained to embrace and thrive in

this environment.

Leadership Trends

The Thirty-Something Group at the Naval Post Graduate School observed, "Without vision and
leadership, organizations have no chance of creating their future, they can only react to it."”® This
requirement for effective leadership generates concern when warriors across the services lose confidence
inthe brass. A study released by the Center for Strategic and International Studies (CSIS) found that only
35% of servicemen surveyed agreed with the statement: "When my service's senior leaders say
something, you can believe it'strue.” Moreover, only 44% of junior officers expressed confidence that
their own superiors, "Have the will to make the tough, sometimes unpopular decisions that are in the best
long-term interest of the service."””

A confidentia survey done at the Command and General Staff College at Fort Leavenworth,
found a58% increase in attrition among Army captains and reported startling denunciations of |eadership.
"Top-down loydty doesn't exist,” said a summary of the officers comments. "Senior leaders will throw

subordinates under the bus in a heartbeat to protect others or advance their careers."™



CSIS found some units with high morale and inspirational commanders, but confidence has been
eroding for sometime. Citing the Navy's three most recent personnel studies, CSIS found that in 1996,
63% of Navy officers and 41% of enlisted personnel were satisfied with overall Navy leadership. Two
years later, respective percentages fell to 51% and 36%. Only 36% of those surveyed by CSISin all
services thought there was an atmosphere of trust between leaders and their subordinates.”

Figure 8 displays similar low percentages for individual navy commands, with an overall

declining trend of three to four percent over afour year period.

"l am satisfied with the quality of leadership at my
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Leadership Quality Survey Results®®

It's no wonder that articles addressing leadership deficiencies are published in aimost all recent
issues of Proceedings magazine. The following excerpt was taken from James Kelly's January 2001
Proceedings article, titled "In Search of Real Leaders.”

"A consequence of these years of emphasizing career building is officers who are so intimidated

by Congress and the news media they would do nearly anything to appease them and protect their

own careers. If itiscareer suicide to stand up for a subordinate who may be unfairly under fire or

to tell the unpopular truth about declining readiness, well, better to live and fight another day,

they rationalize. Timeto 'put it behind us for the 'good of the service' they say. This may be good

management, but it is not leadership. The Navy suffers now because of it."®*

A find criticism is military leadership's apparent inability to change. In an article forecasting
reforms across the services, Aviation Week assessed, "The ability of top military officersto ride out

unwelcome initiatives by civilian leadersis a fixture of the Cold War Pentagon that has not lost its
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strength."®? Andrew Marshall, as Director of the Office of Net Assessment, criticized the current crop of
military leaders for paying lip service to transforming the military force without being truly committed to
it. "The top managers have alot of things they need to be working on. | don't think they are doing that.
They have themselves commiitted rhetorically, but they aren't serious looking at it."

In summary, there is a considerable amount of evidence that confidence in military leadership in
all the servicesislessthan optimal. Robert E. Lee commented in aletter to Jefferson Davis on 8 August
1863, "No matter what may be the ability of the officer, if he loses the confidence of his troops, disaster
must sooner or later ensure."® The Navy may be headed for disaster should this prediction prove

accurate.

Time For a Change?

"We dl agree we have the best military in the world today. The companiesthat | have seen get in
the worst trouble are the ones that were at one time the best.”
-Norman R. Augustine, President and CEO L ockheed Martin Corporatiorf®
"The United States struggled for forty-five years to create a defense establishment that could
effectively and efficiently prepare for and wage a conflict such as World War 1l or a possible
global clash with the Soviets. Hopefully the Pentagon will not take as long to reorganize for the
security challenges of the post-Cold War era, in which organizational adaptability and quickness
are major assets.”
-Senator Sam Nunn®
Andy Marshall aso observes, "We are handicapped by the fact that we are so dominant. We
don't have a pressing need to change, but we do need to." Today's U.S. military isin relatively the same
position as it was in 1924, between the great wars--at peace, pressed for cash, and still just on the cusp of
great and important change without the real work having been started. Marshall continues, "In the 1920s
and '30s, the mgjor players had about the same technology, when the war came, some militaries had

created new operational concepts and new organizations. The guys who got it right just ran over the other

ng7

guys.

Few organizations have had to endure such aradica transformation as the military's transition

from a conscripted to a volunteer force in the early 1970s. That change was truly a cultural upheaval,
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overturning central tenets of the military institution. It is often forgotten that what we now deem a
stunning management success got off to a very rocky start. By the late 1970s, the armed forces were
undermanned, could not attract sufficient recruits to fill the ranks, recruit quality in terms of test scores
and educationa levels had reached al-time lows, morale had plummeted, and career personnel were
leaving in great numbers. The Navy did not have enough petty officers to send al of its shipsto sea. The
peacetime al-volunteer force, many concluded, was an unsuccessful experiment, and it was time to draw
itto aclose®®

Initially, few dterations were made to the human resource management system to support the all-
volunteer force transition. During that first decade, the military suffered severe, but unavoidable trauma
owing to a poor implementation to a change in policy.?® Future changes need to take a more strategic
approach prior to actua execution.

The question arises, isit time for the Navy to change the way it motivates its sailors? In an
August 1999 Genera Accounting Office (GAO) survey of 1,000 service membersin critical specialties,
about two-thirds of Navy officer and enlisted respondents (65% and 59%, respectively) stated that they
were dissatisfied overall with the military. More distressingly, only 37% of Navy officers and 15% of the
sailors surveyed planned to stay after their current obligations expire.*

When asked to cite their reasons for dissatisfaction, the survey respondents made it clear that the
benefits of the military lifestyle were not good enough to counteract the poor working conditions and
grueling deployment schedules. GAO found that nature of work circumstances accounted for the
majority of the dissatisfiers cited by survey respondents, 62%.°* The redlity is that the Navy demands
that its sailors not only achieve and maintain proficiency in the most sophisticated weapons and
engineering systems in the world, but also devote significant portions of their workweek to unrewarding
tasks such as preservation, space cleaning, and mess cooking.

Indeed, thisisthe time for a fundamental change in military human resource management. To

meet the challenges of the 21% Century, the Navy likely will have to adopt modern employee motivational



techniques characteristic of many "visionary companies.” A summary of the visionary company concept

is provided as a possible model for the Navy to emulate.

Visionary Companies®

James Collins and Jerry |. Porras define visionary companiesin their book, Built to Last, as
premier ingtitutions in their industries, widely admired by their peers, and having along track record of
making a significant impact on the world around them. The key point is that a visionary company is an
organization--an ingtitution. All individua leaders, no matter how charismatic or visionary, eventualy
die; and all visionary products and services eventually become obsolete. In fact, entire markets can
become obsolete and disappear. Y et visionary companies prosper over long periods of time, through
multiple product life cycles and multiple generations of active leaders.®

There are six characteristics that determine a visionary company?* a premier ingtitution in its
industry, widely admired by knowledgeable businesspeople, made an inddlible imprint on the world, had
multiple generations of chief executives, been through multiple product (or service) life cycles, and
founded before 1950. Interesting enough, the U.S. Navy appears to satisfy many aspects of Collins
visionary definition.

Coallins uses the term visionary, rather than just successful or enduring, to reflect the fact that they
have distinguished themselves as a very specia and dlite breed of institutions. In most cases, they are the
best of the best in their industries, and have been that way for decades. Many of them have served asrole
models for the practice of management around the world. They've woven themselves into the very fabric
of society. Some examples of visionary companies are: 3M, American Express, Boeing, Citicorp, Ford,
General Electric, Hewlett-Packard, IBM, Johnson & Johnson, Marriott, Merck, Motorola, Nordstrom,
Philip Morris, Procter and Gamble, Sony, Wal-Mart, and Walt Disney.®

These companies do not have perfect, unblemished records, but they display a remarkable ability

to bounce back from adversity. Walt Disney faced a serious cash flow crisisin 1939 that forced it to go



public; later, in the early 1980s, the company nearly ceased to exist as an independent entity as corporate
raiders eyed its depressed stock price. Boeing had serious difficulties in the mid-1930s, the late 1940s,
and again in the early 1970s when it laid off over sixty thousand employees. 3M began life as afailed
mine and amost went out of businessin the early 1900s. Hewlett-Packard faced severe cutbacksin 1945;
in 1990, it watched its stock drop to a price below book value. Ford posted one of the largest annual
losses ($3.3 hillion in three years) in the early 1980s before it began an impressive turnaround and long-
needed revitalization.*®

Although visionary companies do not require great and charismatic visionary leaders, they do
amost religioudy preserve their core ideology- changing it seldom, if ever. Core valuesin avisionary
company form arock-solid foundation and do not drift with the trends and fashions of the day; in some
cases, the core values have remained intact for well over one hundred years®

Visionary companies display a powerful drive for progress that enables them to change and adapt
without compromising their cherished core ideals. These organizations are not the right place to work for
everyone. They make some of their best moves by experimentation, trial and error, opportunism, and
quite literally accident. Homegrown management is preferred at the visionary companies to afar greater
degree than at comparison companies (by afactor of six).%

Many would argue that the Navy lacks some attributes required to make it atrue visionary
company. This poses the question, what can be done with old, large, non-visionary companies? The fact
is that the older and larger the organization, the more entrenched the misalignments. It isimportant to
note, however, that it's not too late to change. Philip Morris did not display many characteristics of a
visionary company until about the late 1940s, at about its 100™ birthday.*

Being a visionary company is a continuum. Any company at any time can move aong that
continuum and become more visionary. Thereis no quick fix, or next fashion statement in along string
of management fads, or the next buzzword of the day, or a new program to introduce. The only way to

make any company visionary is through along-term commitment to an eternal process of building the



organization to preserve the core and stimulate progress. It might be noted, however, that companies can
aso lose their visionary status asin the case of IBM.

If the Navy wants to stay the best of the best in the warfighting business, it will need to harness of
the intellectual capability of its sailorsin avisionary manner. While there is no one correct way that
works for all organizations, this paper will use examples from visionary companies as possible

suggestions for future improvements.



Chapter 4: 21% Century Environment

"We are dedling with two big 'C' changes. 1) Global Competitiveness; and 2) The end of the
Cold War, moving us toward being one world. And that's been a revolution." '
- Lee lacocca, Chairman of the Executive Committee of Chryder Corporation.

Change certainly isn't new, nor isthe Navy's need to master it. What are new are its prevaence
and its pace. A common forecast contends that globalization will remain a dominant general trend. The
world's population will grow substantialy, and the devel oping world will account for most of this growth.
The growth will be primarily littora and urban. The primary mode of energy generation will remain
fossl fuds; therefore, the location of primary energy sources will not change dramatically. Economic
globalization will continue and will be extensive. One underlying factor will be growth of large
transnational firms that will come to dominate most areas of business. Much transport of physical goods
between continents will be by sea. Magjor advancesin science and technology will continue to take place.
Computing will continue to get much faster and smaller.*®

Until now, the information revolution has centered on data; collecting, storing, presenting and
transmitting it. In other words, the focus has been on the technology of data gathering rather than on the
use of that information. That focus is now shifting from the"T" in"IT" to the "1." The information
revolution has made possible the gathering of massive amounts of data, but much of it has gone unused.
The information needed to make decisions is there, but the information hasn't been filtered for the
decison-maker'suse. Thus, what's needed isn't more raw data, more computing speed, or more
technology. What's needed is an efficient way to harness the abundance of information.*®

Some argue that the technological aspect of the future does not greatly affect fundamental human
resource concepts. Socia changes, however, have a big impact on the way employers motivate their
workers. Rebecca Rimel, Executive Director of the Pew Charitable Trusts, asserts that "21* Century

leaders have to start making an investment in their employees rather than seeing them as expendable

commodities. If leaders will invest in their people, the people will in turn invest in the organization, in
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the community, nation, and the world."*%® This observation is especially relevant for the 21* Century

Navy.

Navy Vision

"He whose ranks are united in purpose will be victorious."
- Sun Tzu (over 2500 years ago)'™

Obvioudy, the concept of a common vision is far from new. Virtually al successful leaders
emphasize vision as crucia to creating alignment and setting the direction for their organization. Vision is
key for any successful organization because it provides a"magnetic north," atrue direction for people to
follow.’®

The Navy's vision, found in Appendix A, is, "We must provide, as a part of joint and combined
operations, credible, combat-ready naval forces that sail anywhere, any time as powerful representatives
of American sovereignty.” Although satisfactory in containing prerequisite buzz-words like joint and
combat-ready, some might question the vision's utility to set a clear course for the diverse organization of
369,563 active duty personnel to follow on adaily basis.

"QOrganizations are changing by necessity. Globadlization is simply afact of life,"'°® states Jack
Welch, Chairman and CEO of Genera Electric. With or without a clear vision, the good news is
globalization is forcing usto learn, to innovate, and to operate more effectively and with far greater
quality and excellence. To achieve world-class performance standards, the Navy will need to produce a
more intelligent work force by improving education, respecting and honoring the diversity of individuals,
and empowering them in their quest to maximize their talent, credtivity, and whole potential. An
effective 21% vision might include some of these concepts, or at least mention how to address the Navy's

human capital.



FORCEnet

The Navy's technological vision is centered on a concept called FORCEnet. Although the Navy
has always been a netted force, 19" and 20™ Century communication technology resulted in a delay of
weeks or even months to communicate with U.S. Navy assets around the world. Today, connectivity in
most cases is both global and real time. FORCEnNet, a matured version of the Netcentric warfare concept,
generaly refers to the technology that will alow increased information flow between individual sensors
and weapon systems to achieve a coordinated military objective. Astechnology continues to facilitate
this coordination, the Navy's overall warfighting capability is projected to improve at an incredible rate.

Anindividua platform's contribution to the overall force will continue to advance aong a
historic evolutionary path. Although platform capabilities evolve along a predictable progression, the
improved coordination of the total force is projected to yield unprecedented global warfighting
capabilities.

Although Navy lethaity and globa effectiveness will improve at an overwhelmingly fast pacein
the next 30 years, the people and skills required to populate the force will continue to advance at a
manageable pace. The Navy personnel system will need to maintain its current flexibility in adjusting

training and education to accommodate any new operator requirements that FORCEnet introduces.

Naval Challenges

An eternd military truth is that as the craftsman designs a bigger and better sword, the shield to
counter the improved weapon gets thicker and stronger. For example when radar technology advanced,
electronic warfare to counter the new sensor also improved. Similarly, advances in ships and submarines
led to upgraded mines, new aircraft prompted development of double-digit Surface-to-Air-Missile
systems, stealth technology resulted in counter-stealth efforts, and overwhelming conventional warfare
capabilities gave birth to asymmetric warfare. In keeping with the time tested sword/shield relationship,
any new technological advances that are adopted by the Navy--including FORCEnet--will be countered

by the enemy's attempt to equal an unequal fight.
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Twenty-first Century naval personnel chalenges will be bounded by the fact that people
physically don't change that quickly over time. While sailors likely won't change physically, differences
in society and world political climates will ater individua motivations. Hence, the Navy's human

resource effort requires flexibility and responsiveness to accommodate those changes.

Future Navy Hardware

In the United States, more cutting-edge technology will be developed by industry, not by the
military community. This represents a shift from the Cold War era, in which the military initiated a
substantial amount of technological development. It seems the speed of civilian innovation and advances
has surpassed the relatively dow military budget and acquisition processes.

Thus, a significant portion of naval combatant technology out to 2030 is aready in place or has
been identified. New technologies share some common features, including decreased demands for youth
and vigor, greater use of commercia-off-the-shelf technology, decreased maintenance and watch standing
requirements, and increased need for people with new and higher level competencies (e.g., to monitor
systems that remotely control a complex organization).™” An analysis of future platforms might help
quantify future personnel requirements.

One specific example of future nava platform trends is the Smart Ship program, first adopted for
the USS Y orktown, CG-48. This initiative targets reduced manning by adopting existing technologies
and organizational changes. As aresult, the ship's weekly workload has been reduced by over 9000 hours
or about 30 percent in manpower requirements. In addition, 44 enlisted personnel and 4 officer billets
have been eliminated, which equates to a 12% reduction from the initid manning of 410.'%

The LPD-17 is the Amphibious Transport Dock program that will replace severa classes of aging
amphibious ships (LHA, LPD4, LSD36, and LST 1179). It isthe first mgor ship design program
initiated under the revised DoD acquisition regulations. Current designs call for a crew of 382 and the

capability to carry 705 embarked troops. While recognizing the need for reduced life-cycle cogts, the



program office stressed the importance of full operational readiness and the need to vaidate reductions
before removing manning. Given this, the overall manning reduction goal for the LPD17 is 20%.1%

The DD-21 isthe first new ship class planned to be acquired under the Surface Combatant of the
21<t Century (SC21) program. Thirty-two ships are planned for the DD-21 class, with the lead ship
delivery originaly scheduled in 2008. The DD-21 program has an explicit goal of reducing ship manning
to 95, including the helicopter detachment. Thisis a 75% reduction from the 440-person crew of a
baseline reference ship. An important feature of the DD-21 is the emphasis on Human Systems
Integration (HS!) early in the design process to reduce crew size without affecting capability. Even
though the proposed DD-21 manpower reductions are dramatic, surprisingly this program alone won't
have amajor impact on total Navy Manpower reguirements.™

Using an optimistic production schedule out to 2020, the DD-21 will make up 27% of surface
combatants, with the remaining 73% being older Aegis destroyers and cruisers. Analysts in N81 forecast
that, by 2020, about 40% of al ships' billets will be on cruisers and destroyers, with the remaining 60%
on carriers, amphibious ships, and mine warfare ships. If DD-21 accounts for 10 to 15 % of surface
combatant manning, it accounts for only 4 to 5% of total surface ship manning.***

Asfor carriers, the tenth and final Nimitz class carrier, the CVN-77, is scheduled for
commissioning in 2008. It will be atransition ship, retaining the Nimitz class hull and propulsion system
while incorporating new technologies from ongoing R&D programs and some manning reduction
initiatives.'

The follow-on CV X, CVN-78, is scheduled to enter the fleet in 2013. This carrier will have a
new propulsion plant, a big jump in information technology, and innovations in material handling. CVN-
79, due to 10C in 2018, will be the first completely redesigned carrier including anew hull. The mission
statement for CV X explains, "The platform should be automated to a sufficient degree to realize
significant manpower reductions in engineering, damage control, combat systems, ship support, and
Condition 111 watch standing requirements.” The goa for CVN 78 is a 20 percent reduction in total

ownership cost and a 20-30% reduction in manning.*
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In summary, the mgjority of future Navy hardware and weapon systems for the next 20 yearsis
either in place today or the Navy aready has identified the proposed system. Consistent with a historic

evolutionary development trend, the Navy in the near future will look very similar to today's Navy.

Future Personnel Reguirements

While future Navy platforms are connected to afairly sow and predictable budget and
acquisition process, some would argue the Navy human resource (HR) system aready is lagging behind
emerging personnel trends.

The Naval Personnel Task Force has concluded that these are challenging times for U.S. Naval
forces. A combination of the post-Cold War military draw down and involvement in worldwide crisis
management and humanitarian missions has stressed Navy and Marine Corps personne to a new pace of
peacetime deployment. A booming civilian economy and changing job and career expectations result in
diminished interest in military service for many young Americans.***

The future will be even more challenging. The Navy and Marine Corps requirement for
technically skilled personnel will rise as naval systems become more complex. Private-sector employers
will present stiffer competition for the people the services need. The rapid and ever-increasing pace of
technological innovation will challenge the Navy and Marine Corps to adapt to aworld of
unpredictability, complexity, and speed. Shifts in demographics, changes in the security and economic
environment, faster cycles of technical innovation, and increased performance requirements will force
change on the Navy's HR system.™™

The youth population will reverse along-term decline and begin to grow, as will number of high-
school graduates. More high school graduates will go on to post secondary school. In 1967, 50% of
high-school graduates stopped their formal education, in 1996, only 33% stopped at high school. The
traditional military recruiting model is based on atwo-track system: enlisted recruits come primarily

from high school graduates and officer recruits are typicaly college graduates. This model is becoming
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increasingly antiquated. Larger numbers of high school graduates are now going to a 2-year community
college program rather than going directly into the workforce. This trend toward additional post-
secondary education poses significant problems from the military personnel perspective because none of
the services recruit more than 1 percent of their recruits from community college graduates.*®

One of the important changes in the civilian labor market in recent years is the shift in the
proportion of workers in different occupational categories. For example, since the early 1980s, the
proportion of the civilian labor market classified as professiona and managerial workers has increased
from 22 to 27 percent. Because most officer occupational specialties can be classified as either
managerial or professional, there might be a corresponding increase in the percentage of officers™’

Concerning workplace diversity, Kenneth Chenault, President of American Express Consumer
Card Group, USA believes, "The 21% Century leader must succeed in aworld ruled by cultural diversity
and collaboration."*® The reality of women and diverse ethnic people in the workplace is fruit of the
seeds that were planted at the birth of our nation by the leaders who created our Constitution. In order for
the Navy to provide role modelsto its sailors, Navy leadership requires ethnic diversity. The Navy must
continue to assist and empower diverse people to become better educated, mentored, and welcomed into
key leadership roles and all warfighting specialties. Former Congresswoman Claudia Schneider correctly
asserts, "Our generation must now establish role models for our children, who will then live in a society
which appreciates both genders and the broad spectrum of people."*°

The clash between future technologies and personnel issues will likely surface with the new
DD-21. DD-21 amost certainly will be mixed gender, and this may force a closer examination of
policies concerning pregnancy and sea duty. Today, when a sailor becomes pregnant, she can continue to
work on board until the 20™ week, but no replacement requisition is generated until the sailor actually
detaches. Allowing requisition generation as soon as a sailor becomes pregnant would allow more lead-
time for training a replacement.’® Restrictions on distance from emergency medical care could create
sudden gaps in cases of short-notice underway tasking. These gaps would be crippling in the reduced

manning environment of DD-21.



Hane Donnelly argues that it does not help to stifle comments about the consequences of social
change. The Navy's pregnancy policy, for example, prohibits negative comments about unplanned losses
among female crewmembers, who often aren't replaced during a deployment. Thisis a problematic
element of the Navy's overly generous pregnancy policy, which accommodates, subsidizes, and therefore
encourages single parenthood.*?*

In short, future technology and society trends promise to pose continual challenges to the aready

struggling Navy human resource system.

Budget Trends

Just over a decade ago, the threat to the nation's peace and security was clear and present--a
totalitarian superpower whose leadership once had boasted, "We will bury you."*??> Today that threat is
gone, and the financial resources the country is willing to spend on its nava forces have been reduced
accordingly.

In arecent Proceedings article, Jerry Hultin contends that the Navy has reduced force strength
substantialy and taken a nearly ten-year acquisition holiday, postponing modernization, and redirecting
our reduced resources to sustain readiness and fund operating expenses. At the same time, there has been
adramatic increase in the pace of operations and deployments--stretching our resources to the breaking
point. Often, labor has been substituted for capital or just "made do" with inadequate support. Balancing
needs on the backs of sailors cannot continue. Resources--especially technology--must be used smarter to
increase productivity and to make life on the deck plates more rewarding.*?®

Although the Navy's budget has increased from $79 billion in 1996 to $91 hillion in 2001,'** the
Navy continues to struggle to pay its bills. This struggle is felt most by the sailorsin the trenches and is

most obvious in current recruiting, retention, and readiness challenges.



Society Projections

"Itis," Senator John McCain said, "afundamenta proposition that armed services can truly serve
ademocracy only if they are areflection of that society and are impacted by the same social trends.”
George Will counters, "that as American society becomes more individuaistic, more sdlf-absorbed, more
whiney, in a sense, more of a crybaby nation, it becomes doubly important that the gap between the
military and society remain substantial."**

Regardless of the viewpoint, there is benefit to examining society's labor trends and demographic
make-up to better understand how to motivate the 21% Century sailors that come from that same society.
This section will start with an analysis of labor trends and then address the future demographics of the

prospective recruiting pool.

Labor Trends

In the early 1900s, traditional industrial theory believed that manual |abor productivity could not
be improved. Differencesin output were thought to depend on whether the worker in question was lazy
or hard working, or whether he was weak or strong. But as workers were observed and studied, the idea
that outside factors could be changed to alter productivity caught on. The result has been an annua 3.5
percent rise in productivity throughout most of last century.?

The process was deceptively smple:  observe work and analyze the motions that make up the
work. Record the time it takes for each motion, and see which can be eliminated or changed. It became
clear that skill was far less important in raising productivity than identifying the best method to do the
job. Scientific management was born. In developing countries, scientific management was applied to
make low wage workers very productive at low cost.'?

The techniques developed to increase manual labor productivity are unknown among knowledge
workers. When it comes to increasing knowledge-worker productivity, the ignorance isidentical to that
of managing manual laborersin 1900.*2 Many of today's sailors can be grouped into the knowledge

worker category.



Unlike manua labor, the foremost measure of knowledge-worker productivity is quality. For
example, ingructional productivity is not measured by how many students a teacher has in a class, rather
how those students do on tests and what they learned.**

The fact isthat many sailors, unlike traditional manual laborers, truly own the means of
production. While a laborer requires company equipment for productivity and can't work without it, a
knowledge worker is the most important equipment. Consider her or him a capital asset, not a cost.
Increasingly, he or she must be made to fed acrucia part of the company.**

In the future, more and more people in the work force will have to learn to manage themselves.
They will have to place themselves where they can make the greatest contribution to the company, and
they will have to learn to develop themsalves. They will also need to stay young and mentally aive
during what may be a 50-year working life. They will be in charge of their own destinies. These new
demands include: discovering own strengths, determining best placement in the company, defining
contribution to the organization, taking responsibility for relationships, and planning for the second half

of their life'3!

Demographics

Understanding the American people who will serve in the Navy is a necessary part of motivating
them towards a common vision. While some will argue that the youth of today will be dramatically
different than those of the past, others contend people are people and as such, al will respond predictably
to fundamental motivating factors. It islikely that the truth lies somewhere in between.

The age structure of the American population is changing as a result of two trends: life
expectancy has grown and the United States is continuing to have zero population growth. Life
expectancy at birth in the United States has grown by 20 years since 1929. In addition, a new standard of
energy and vitality in the population has pushed old age well into the seventies and beyond. By 2020, the

U.S. population will have become somewhat older, with the average age rising from 36.5 to 39 years.



The aging baby boomers are driving this change. The population aged 60 and over will increase from 45
million to 73 million, from 17 to 23 percent of the population, between now and 2020,

The population of 17 to 26 year olds, the group from which the Navy currently gains most of its
military recruits, will increase in size from 37 million to 42.5 million. In spite of thisincreasein size,
however, its share of the overall U.S. population will decrease dightly from 13.5 to 13.2 percent. Also
note that increased enrollment at institutes of higher education and the greater demand for skilled
employees will further shrink the services' recruiting pool.**

In the United States, there will be a higher proportion of minorities. In the next 20 years,
American society and the U.S. workforce will be characterized by a gradua increase in racial/ethnic and
gender diversity. Hispanics will make most dramatic gains. By 2020, the proportion of the population
aged 17-26 who is minorities is projected as 43 percent. Thus, the expected diversity will include all
types, including racial, religious, gender, age, language, cultural, cognitive, and emotive. The last three
types of diversity are not well recognized, but have a big impact on people's behaviors, attitudes and
motivations in the workplace.”

Changing trends in generational demands will require the Navy and Marine Corps to adapt their
human resource policies to accommodate the future workforce. Members of Generation X were born
between 1966 and 1978. This generation of children has seen higher divorce rates of parents, economic
upheaval, and the growth of single-parent households. Generation X values sdlf-reliance, education, and
flexibility, and strives for immediate rewards and job security through employability.**

Generation Y represents those born between 1979 and 1994. Early assessments indicate that the
generation is characterized by a reliance on technology and conspicuous consumption. Most likely, they
will value status, flexibility, and education. From employers, they will demand access to technology,
continuous learning opportunities, and alternative working environments.**

Interestingly enough, arecent UCLA and American Council of Education survey of 250,000
college students in this same generation showed there is reason to believe that military service might

appedl to today's young Americans. This study suggests that high school seniors and college freshmen
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are more conservative than is generally believed. They seem to want politics to matter; they embrace
volunteerism, drink less than their contemporaries in the 1970s and 1980s, and are less inclined to engage
in casual sex.™’

Optimism is quickly countered by national telephone surveys conducted annually by the
Department of Defense. These poles revea that young Americans interest in joining the armed forces
remains low. The 1998 Y outh Attitude Tracking Study, used in the formulation of our 1999 recruiting
strategy, revealed that only 26% of the young men and 13% of the young women surveyed were willing
to consider some form of military service.'*®

Generation Z, those born after 1994, will most likely follow the trends of Generations X and Y.
They will display a propensity for technology and rapid information consumption. They will value
practical skills, learning and workplace flexibility.**

The Veteran proportion of the population has been projected to decrease from 5.5 to 4 percent by
2010. Extrapolating to 2020, that figure drops to 3 percent or less. The declining trend is important
because veterans have been shown to significantly influence the propensity of potential recruits to enlist
in military service. For example, children of veterans are about three times more likely to enlist than
children of non-veterans®

The average level of formal education in the United States will be higher, as will be the average
level of knowledge and skill. These patterns will be a result of support for formal education as well as
pervasive expectations and programs for lifelong learning. There will be a notable rise in those receiving
education at community colleges and technical schools--schools that have become increasingly
entrepreneurial and willing to work with employers. A shift in learning stylesis likely, but the nature of
such a shift is difficult to predict. In spite of the average increase in education level, however, sectors of
the population will not attain even a minimally adequate education.**

A more educated and more affluent workforceis likely to want work to be a meaningful part of
their lives. With options for a range of employment, including sdlf-employment, they want organizations

to aid their career development. Organizations that want this kind of worker will have to make changes,



such as giving responsibility for outcomes, creating mutual trust, and having meaningful rewards.#

Table 3 lists the most popular of these occupations.

1998 2008 10 Year Percent
Occupation Employment Projected Increase Increase
Employment
Computer engineers 299 622 323 108
Computer Support Specialists 429 869 439 102
Systems Analysts 617 1194 577 94
Database Administrators 87 155 67 77
Desktop Publishing Specialists 26 44 19 73
Paralegals and Legal Assistants 136 220 84 62
Personal Care and Home Health Aides 746 1179 433 58
Medical Assistants 252 398 146 58
Social and Human Service Assistants 268 410 141 53
Physician Assistants 66 98 32 48
Table 3

The Ten Fastest Growing Occupations, 1998-2008
[Numbersin thousands of jobs]143

Global travel opportunities, as well as other exciting recreational experiences, will continue to
expand and be more affordable to most U.S. citizens. The military is no longer the primary option for
most young people to see the world, experience adventure, or operate complex, innovative equipment.'*

Studies show that by age 22, a civilian worker has aready held four full-time jobs since leaving
schoal. In fact, men hold on average seven full time jobs in their first ten years in the labor force. Three
trends are associated with changing jobs early in acareer. First, job shopping when young leads to better
matches, greater productivity, and possibly involves promotions. Second, payoff from changing jobsis a
relatively high 12% salary increase in the first ten years in the labor force compared with 7% by staying at
ajob another year. Lastly, most workers eventually establish long-term employment and settle-down by
the mid-20s.**

One final aspect worth noting is the pace of American society. Since 1965, the average news
sound bite has shrunk from 42 seconds to just eight. The average network TV ad has shrunk from 53
seconds to 25. Fifteen-second ads are now commonplace, and three-second ads are on therise.
Multitasking isin. Downtime isout. Americais a super-mobile, hyper-connected, media-saturated

society, where tension relief is agrowth industry. The average American office worker sends or receives
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201 messages a day--voice mail, E-mail, faxes, and the occasional Post-it-Note. Cell phones, pagers, and
hand-held computers ensure we're always plugged in--always on call. Edward Hallowell of Harvard
contends the interactions these devices produce are fleeting and collectively they leave people fegling
distracted and restless.*®

In summary, the changing population, the growing economy and resulting low unemployment
rates, and the changing social conditions all affect a military force that depends on volunteers. The
successful organization and nation of the future will draw from all people--no matter their gender,
ethnicity, or persona style.  While future demographics will be debated for some time, one certainty is
that the basics of human nature, both good and bad, will not change. Enterprisesin all sectors of society

can no longer afford to neglect the greatest unlimited resource on the planet--our diverse human talent.

Society Motivations

"We are at war for people.”
- Chief of Naval Operations®*’

In the words of Sun Tzu, "Know the enemy and know yourself; in a hundred battles you will
never bein peril."*® An analysis of the civilian competition is first required to win the people war. This
section is devoted to provide a snapshot comparison of the most popular Navy benefits to those found in
the civilian employment sector.

Next to aprimary salary, additional monetary rewards such as bonuses are commonly used to
illicit short-term responses in employee motivation. Most companies have begun to change their
incentive pay or benefit programs in response to tightening labor markets. Change has been precipitated
by the fact that nearly 80 percent of surveyed workers say that benefits are very important in their
decision to accept or reject ajob.** In fact, some observers have suggested that the military's recruitment
and retention woes stem from its inability to compete with some of the benefit and incentive offerings

listed in figure 9.
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Figure 9
Percentage of Large Firms Offering Bonus and Award Programs'™
Team-based incentives, which offer additional compensation to employees based on the
performance of their workplace team, have recently become more pervasive in private-sector companies.
Data from the Center for Effective Organizations (CEO) show that 81 percent of Fortune 1000 companies

offered work-group or team incentives in 1999, up from 59 percent in 1990.>*

Paid Leave Offerings
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Figure 10

Paid Leave Offerings in Companies with 2500 or More Employees™

Paid leave is a benefit employees can expect in most companies with 2500 or more employees as
shown in figure 10. The standard benefits covers vacations, holidays, sick leave, and bereavement
periods.

Hedlth insurance is a very important benefit in the private sector, with virtually al large firms

offering this benefit. In the private sector, employees typically share the costs of health care through
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direct contributions, co-payments, and deductibles. Watson Wyatt reports that 92 percent of for-profit
companies with 2,500 or more employees require an employee contribution. Survey data show that the
average monthly employee premiums for single coverage were between $26 and $39, and co-payments
for office visits averaged around $12.1%3

Retirement is aso a predominant benefit in the private sector, about which volumes have been
written (figure 11). Aswas the case in health insurance, the interesting trend is the change in its structure
over time. Since 1980, the share of medium and large companies with defined benefit plans has been
steadily falling as the share with defined contribution plans has been rising rapidly. Infactin 1998, 78.3

percent of firms with 500 or more employees offered 401(k) plansin 1998.%*
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Figure 11
Percentage of Companies That Offer Retirement Benefits™

Surveys report an average of 81% of most large employers offer tuition reimbursement to their
employees.™® While some large firms offer housing benefits depicted in figure 12, virtually all arein the
form of financial offsets or loans, not the direct provision of housing.

Most large companies offer some form of childcare assistance to their employees, and the share
offering such assistance is on the rise. Hewitt Associates reports that 90 percent of medium and large
companies today offer some child care assistance today, up from 84 percent in 1994. On Site or near-site

childcare is not that common with only 10 percent offering that benefit. Rather, most firms provide
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spending accounts to offset child-care costs, and between 33 and 42 percent of firms offer child care

referral services to employees.™

Moving/Housing Benefits
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Figure 12
Percentage of Large Firms Offering Housing/Moving Benefits™®

Elder Careis aredatively new employee benefit, currently offered by an estimated 17 to 47
percent of large firms, with elder care resource and referral services being the most prevalent.™ Fexible

work arrangements have become increasingly prevalent among large, private-sector companies in recent

years (figure 13).%
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Figure 13
Percentage of Large Companies Offering Flexible Work Arrangements™*

Miscellaneous benefits include casua dress policies offered by 60 to 91 percent of large firms.
Most large firms aso offer their workers professional development opportunities. An estimated 27
percent of large firms offer legal assistance, and between 17 and 37 percent offer financia planning

services. Lastly, between 33-37 percent of large firms now offer "flexible benefits," allowing workers to



pick and choose from an array of hedlth, retirement, and leave benefits to design a benefit package that

best suits their individua needs.'®?
After acomparison of civilian sector benefits, it appears that the Navy competes fairly well, and

in some cases, exceeds corporate plans.



Chapter 5: 21% Century Warrior Motivation

The god of an efficient 21% Century Navy should be to effectively harness the intellectual capital
of its sailors, and motivate them towards a common 21* Century vision. Instead of an organization
consisting mainly of short term employees--86% of today's sailors leave at their first opportunity--a better
model is one where sailors are engaged, committed, and willing to make the ultimate sacrifice in support
of the Navy's mission.

This section will provide atop down approach to transforming today's Navy. First, acommon
Navy vision will be discussed to aign the diverse organization towards a common purpose. Asthe Navy
fundamentally exists to send warfighting ships to sea, manning those ships with trained and motivated
salorsisaprimary requirement. Evidence suggests that today's sea duty is becoming less attractive to
both current sailors and prospective recruits. Thus, the Navy likely will need to change the way it sends
ships to sea to better motivate future sailors. Finally, a discussion of more traditiona influences on sailor
motivation will be provided before concluding with organizational changes and leadership initiatives

required to complete the transformation.

A Common and Effective 21% Century Vision

As previoudly stated, today's Navy vision is, "We must provide, as a part of joint and combined
operations, credible, combat-ready naval forces that sail anywhere, anytime as powerful representatives of
American sovereignty” (Appendix A). While technically correct, this statement offers little help to sailors
as they address day-to-day challenges of operating a $91 billion organization of 723,927 active, reserves
and civilian personnel operating and supporting 315 ships around the world.*®®* Today's sailors are forced
to make decisions without regard for the total Navy organization, often resulting in conflicting actions,

degraded readiness, and overall organizationa inefficiency.



Anideal vision is one that provides a practical and concise alignment of the huge organization
and its diverse tasks towards a common goal. Thisvision cannot be developed in a historical top down
manner or by alone author of an advanced research project. Rather, an effective Navy visonisa
collective product of a group that represents the entire organization and its incredibly diverse tasks. Thus,
alasting end product will emerge that has simplistic relevance to daily naval operations around the world.

Although this paper purposely omits a specific 21% Century Navy vision, it assumes the
foundation of the vision will be to motivate sailors to achieve optimal warfighting readiness. The vision
will not be another phrase to merely frame and hang on each work center'swall. Instead, it will be a
concept that will be used to align an improved Navy organization, to overhaul the current Navy human
resource system, and to revamp the leadership process. It will be ingtilled in every sailor during boot
camp, and will be refreshed in every leadership course individuals are exposed to as they progressin the
Navy organization.

Given the current status of the Navy and its projected future, a new vision will undoubtedly
require increased operational efficiency, improved warrior motivators, updated organizational aignment,

and modern 21% Century |eadership.

Increased Operationa Efficiency

The Navy exists fundamentally to project power globally from the sea; a warfighting capability
that essentially has been uninterrupted for over 200 years. Inherent in the task is the requirement for
relatively Sow travel and lengthy family separating deployments. In addition, the Navy must operate the
most sophisticated maintenance intensive weapon systems in harsh saltwater environments. Findly, the
Navy is constrained by the other services pay scales, often for compensation of completely different
tasks.

Table 4, asynopsis of apast survey of personnel leaving the Navy, lends some insight into the
areas of employee management that the 21% Century Navy will need to address. Arguably most of the top

five reasons for leaving can be addressed in part by providing national security more efficiently.



Rank Reason
1 Base Pay
2 Family Separation
3 L eader ship/M anagement
4 Promotion/Advancement
5 Overall Quality of Navy Life

Table 4
Top Five Reasons for Leaving the Navy*®*

Family separation has been a sea-going redlity since man first went to sea. For much of the fleet,
time away from home is driven mainly by fleet work ups and subsequent six-month deployments. Any
decrease in operational commitments gained by added efficiencies, would minimize family separation.

Although difficult to quantify, overall qudity of Navy lifeisintuitively tied to the way the Navy
currently deploys. Many believe that improvements in Naval operations would also yield a better overall
quality of lifefor its sailors. In fact, acommon perception has emerged that personnel and operational
tempo currently exceed reasonable limits and are stretching finite resources to the extreme. These
fundamental issues are central to the Navy's mission, operations, and leadership. They require evaluation
for their impact on the Navy's ability to recruit and retain high-quality personnel.*¢®

A critical aspect of Nava operationsis being prepared for an uncertain future. Admiral Reason
observes,

"It isjust not at al easy today to peer into the future and make reliable predictions. Thelist of

unknowns include: No one knows who the enemy will be, if the enemy will be a state or an

organization, what weapons and technologies the enemy will have, when the enemy will strike,
what the enemy's objectives will be, what tactics the enemy will use, what rules the enemy will
observe, or what rules the Navy will be allowed to use."®

Because of this uncertainty, any improvement to deployment and operating practices needs to bring about

aflexible Navy prepared to deal with an uncertain global environment.

Providing Nationd Security

The Navy isatool for U.S. policy makers to support American national interests around the

globe. Historically, thereisapolitical delay from the time politicians decide to use a military response to
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actua weapons employment. This political pause is typically a minimum of 14 daysin today's relatively

peaceful international climate.

Current Inefficiencies

The efficiency red flag is raised considering the fact that the U.S. Navy provides national security
today in essentially the same manner asit did 50 years ago during the cold war. Regardless of the world's
political climate, the Navy consistently deploysits assets in large groups of ships for the same length of
time. Today, there are currently two carrier battle groups and two amphibious ready groups deployed for
six months at any onetime. This posture evolved from individual ship's contributions to the group's total
warfighting package. For example, although the aircraft carrier was the platform of choice for projecting
power ashore, it required the capabilities of accompanying submarines and small ships for anti-submarine
warfare and anti-air defenses. Prior to the 1990s, small ships and fast attack submarines had limited
ability to project power ashore on their own.

Today, GPS and Tomahawk technological advancements have transformed most U.S. fast attack
submarines and AEGI'S ships into formidable land power projection units of their own. While the
Tomahawk missile response is not a substitute for the striking power of an aircraft carrier, it does provide
an immediate response option to theater CINCs.

The constant Navy posture in light of a changing political climate suggests there are inefficiencies
in the way the service provides national security to the American people. Two targeted areas for
increased 21 Century efficiency emerge as. Group deployment composition and deployment durations.

Appendix B offers an dternative to deploying shipsin Battle Groups for six month periods. The
benefits of the initiative include less sailor time away from home, decreased work-ups, more attractive
and frequent port visits, and well coordinated personnel transfers for increased Unit Cohesion. To
motivate and harness sailor intellectual capital, the 21% Century Navy might need to provide today's

amount of national security with decreased time away from home and better port calls.



In summary, the Navy's rigid deployment model should be modernized to provide flexibility and
scaability for the future FORCENet concept. In the process, increased efficiencies will improve many top
motivational factors for the 21% Century Sailor. Although alternate deployment modes would offer little
direct financia savings, human resource management improvements and corresponding increases in

personnd readiness warrant further exploration of new ways to provide national security.

Naval Evolution

If well understood and intentionally harnessed, the evolutionary processes also can be a powerful
way to stimulate progress and motivate the workforce. For example, Wal-Mart's phenomenal successin
the 1970s and 1980s can better be understood from an evolutionary perspective than a creationist
perspective. AsJim Walton summed up, "We all snickered at some writers who viewed Dad [Sam
Walton] as a grand strategist who intuitively developed complex plans and implemented them with
precision. Dad thrived on change, and no decision was ever sacred."*®” For example, Wal-Mart's famous
people greeters did not come from any grand plan or strategy. A store manager in Crowley, Louisiana,
was having trouble with shoplifting, so he tried an experiment: He put a friendly older gentleman by the
front door to "greet" people on their way in and out. The "people greeter" made honest people fedl
welcome. At the same time, the greeter sent a message to potential shoplifters that someone would see
them if they tried to walk out with stolen merchandise. This odd experiment proved effective and
eventually became standard practice across the company and a competitive advantage for Wal-Mart.

In another example, 3M began life as afailure. Dedt anearly letha blow when itsinitial concept
to mine corundum failed, the tiny company tried for months to come up with something that might prove
viable. The board of directors met every week during the cold November of 1904, seeking a solution.
The founders were determined not to give up. Fortunately their employees felt the same way. Everyone
offered some personal sacrifice including some working for free to keep the company going. Findly, the

board agreed to the suggestion by one of its investors that 3M should shift away from mining and become
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amanufacturer of sandpaper and grinding whedls. So, out of desperation more than careful planning, 3M
gave up mining and made a strategic shift to abrasives.'®

Although the invention of the Post-it note might have been somewhat accidental, the creation of
the 3M environment that alowed it was anything but an accident. Post-it co-inventor Art Fry described,
"One day in 1974, while | was singing in church choir, | had one of those creative moments. To make it
easer to find the songs we were going to sing at each Sunday's service, | used to mark the places with
little dips of paper. | thought, Gee, if | had alittle adhesive on these bookmarks, that would be just the
ticket."**® If Art Fry had been in an environment that discouraged persistence or doodling around, 3M
Post-it notes wouldn't exist.

James Collins believes there are five lessons for stimulating evolutionary progress. 1) Giveit a
try and quick, 2) Accept that mistakes will be made, 3) Take small steps, 4) Give people the room they
need, and 5) Create the aignment and mechanisms for change.”® The Navy isitsdlf a product of over
200 years of evolution. For more than 30 years our sailors spent countless man-hours safety checking all
persona electric and electronic gear that came on board our ships (i.e. eectric shavers, portable radios,
etc.). Originally well intentioned and designed to safeguard sailors from inferior consumer products, the
program continued to grow, even though consumer equipment became much safer. In contrast, each year
approximately four million people ride cruise ships safely, without having their persona belongings
confiscated, safety checked, tagged, and returned. When hard data were examined as part of the Fleet
Review Board (FRB) process, the Navy and the cruise ships were found to have similar safety records.
Based on data and not emotion, the program owner realized there was an infinitesimal risk--but a
tremendous burden lifted--by scrapping the entire persona electrical safety program.*™

Similar steps are being made towards reduced manning and generally, doing daily functions more
efficiently. The Navy's technology demonstration project--Smart Ship--is breaking old paradigms for
watch standing and preventive maintenance as a way to reduce manning. Instead of the traditional model

in which everyone is awatch stander, the Smart Ship uses a Core-Flex moddl. This approach involves



separate watch standing and work teams, which is estimated to reduce the workload by about 30 percent
and the overall manning by about 12 percent.'’
Although hard to quantify, improving daily efficiencies and continual progress benefits the

sailor's overall quality of service and maximizes his contribution to warfighting readiness.

Improving Warrior Motivators

The 8" Quadrennia Review of Military Compensation conducted in 1997 concluded, "A
comprehensive review of the compensation system, therefore, requires that it include anything that the
service member may value and desire and that the Navy is able or willing to offer. Every component that
can provide something that service members vaue ought to be included in the design of compensation
systems for the 21% Century."*® The need for a coordinated Navy human resource effort that aligns

warrior motivators towards asingle vision is clear.

Increased Warrior Stability

Time Off/Free Time

"Clearly the Navy needs a new methodology for requirements determination that links workload

requirements to human resource availability and cost.”

- Navy Personnel Task Force, Oct 2000

Current active duty manpower requirements do not reflect the way the Navy operates and are
based on unredlistic assumptions about the length of aworkweek. The operational requirements
determination process does not capture the true workload for ships and squadrons, and manning
requirements are incons stent among claimants who are allowed to use different methods to determine
workload.*™

Complicating the issue is the fact that requirements determination is a diverse process, with 13

resource sponsors, 44 magjor claimants, and even greater numbers of sub claimants and activities. The

bottom-up requirements that they generate conflict with top-down constraints on end strength, top-six
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strength, and funding, resulting persistently in unfounded requirements and increased shipboard

workloads.*"
Despite a high 81.0 hour sailor workweek in comparison to atypica civilian 40 hour week, the

Manual of Navy Total Force Manpower Policies and Procedures seems to encourage exceeding these

astronomicd limits.
The Navy's standard workweeks are key elements in the calculation of Navy manpower
requirements. They are guiddines for sustained personnel utilization under projected wartime or
peacetime conditions and are not intended to reflect the limits of personnel endurance. They are

for planning purposes only and are not restrictive nor binding on commanders or commanding
officersin establishing individual working hours.*”

Perhaps a better requirements determination might start by asking, what is an ideal sailor
workday and how much free time does it include? Given that constraint, how many sailors are required to
man specific units? Aslong as these questions remain unanswered, Navy leadership will continue to
overwork sailorsin relation to the amount of positive motivators they receive. Today's leadership has not
been constrained by congress on how much free time it givesiits sailors, and consequently has developed
aperceived "sailor'stimeis free' mentality. Arguably, asleisure time becomes more precious, its relative

value as a motivator will increase.

Minimize PCS Moves

Although estimates vary, there are approximately 210,000 moves performed per year in the
Navy.'™ In addition to being fiscally demanding on the organization as well as disruptive to unit
readiness, it presents alarge persona burden on individual sailors. Figure 14 shows that a majority of
sailors would homestead if given the opportunity. The problem is that despite al the advantages of
homesteading and disadvantages of moving, the Navy organization via selection boards is perceived to

favor those who diversify by moving to new jobs and locations.
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"How important is homebasing to you?"
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Home Basing Results, Navy-Wide Personnel Survey (1990-1997)*"°

A common Air Force phrase is that the service "recruits individuals, but it retains families.” The
moving burden can have a great impact on sailors families. Fifty years ago, less than one-third of women
were in the labor force, and women constituted only a small percentage of the armed forces. Today,
nearly three in five women are in the labor force, and women constitute about 14 percent of the armed
forces!®® The combination of these two factors has made dual-career families much more of anormin
military service.

Accommodating home-basing is achievable, especialy in fleet concentration areas such as San
Diego and Norfolk. The Navy should not let a good productive employee go smply because he or she
does not want to move. Thus, leadership should explore making this a culturally viable option to

interested sailors.

Better Defined Career Path

Today's naval career management can be best described as a reactionary last minute process. For
both officers and enlisted, detailers typically don't communicate with individuals until one year before
expected projected rotation dates (PRDs). Asaresult, it is not uncommon for a family to be notified of

cross-country or even international moves a mere couple of weeks before the actual permanent change of



station (PCS) date. Thisisinadequate for the planning required for arranging adequate spousal
employment, housing, and dependant school enrollment.

For officers especialy, this short notice is generated by policy that details an individua into his
next job based upon performance in hislast job. This performance assessment isin the form of a periodic
evaluation that usualy occurs at the end of the individua's tour.

An underlying message the organization conveys to sailorsis one of short-term value. The Navy
valuesitswarrior's services only until the completion of his or her current tour, at which time the
individual will be re-evaluated for follow-on assignment. What Navy leadership doesn't redlize is that the
individuas are performing their own evaluation on the Navy's lack of commitment and are responding
with their own decisions to leave for a more stable and rewarding environment.

Figure 15 suggests that not all sailors are unsatisfied with an uncertain career devel opment.
While some sailors may not want to commit to along-term career path, the option should be available for
individuals to define their futures, say for the next five years, especially if that future includes a life-

changing move.

"l am satisfied with my career development.”
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Career Development Assessment, Navy-Wide Personnel Survey (1990-1998)*8*



Family Support

The explosion of opportunities for women in the United States has had a host of effects, as seen
in figure 16. With such an overwhelming majority of married sailors, the 21* Century Navy will be
forced to address the needs of the spouse if it hopes to motivate those warriors. As previoudly discussed,
a home-basing option would provide the prospect of significant service in one homeport without

jeopardizing an individual's chance for due-course promotion and command selection.

Spouse is employed full time.
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Spouse Employment, Navy-Wide Personnel Survey 1990-1997'%

If the sailor decides to move, a credible headhunting service would help aleviate spousal future
employment concerns. Navy Family Service Centers attempt to help relocated spouses find work, but
they generaly areill suited to place spouses with executive-level abilities. The Navy should outsource
this effort to reputable executive placement firms skilled in obtaining niche positions for highly qualified
candidates. The contention that wives aren't around long enough to benefit a businessis minimized in
modern times of a highly mobile workforce.'*®

There are many scenarios in today's society where a child's school or a spouse's employment
would lead to a sailor's decision move without the family. Currently, there are few Navy policies that
recognize or compensate sailors for making this incredible sacrifice for the organization. A future Navy

human resource vision might address the geobachelor redlity and attempt to aleviate some of the



associated financial, housing, and travel burdens. One such initiative might be to partner with the airlines
to provide short-noticed discounted tickets to qualifying geobachelors.

The Navy is already exploring the prospect of providing limited education benefits to Navy
spouses. Perhaps this concept could be expanded along the lines of today's Tuition Assistance Program.

Medical careisacritica component of the employee benefits package for al employers, but the
Department of Defense can no longer claim to provide a competitive health care benefit. The quality of
health care in operationa conditions is unchallenged, but there is widespread dissatisfaction about
peacetime care (TRICARE), including issues of access, quality, and the cost of private care when military
facilities are unavailable.®

Part of the problem stems from the Military Health System's efforts to perform two separate and
not necessarily consistent missions. medical readiness and peacetime care. Attempts to satisfy both
mission requirements with limited resources has resulted in deficiencies in meeting the objectives. The
provision of peacetime care has borne most of the shortfalls. Asacompensation benefit, the military

health care system is widely regarded as a disaster despite its high cost.’®

Compensation

Figures 17 and 18 confirm the notion that although the majority of sailors--especially enlisted
personnel--believe their pay is inadequate for the job they perform, most don't Site it as a reason to leave
the Navy. In other words, it's not only about the money. While not the only contributing factor to warrior

motivation, it is undeniably an important one and can be improved.



"I think | am adequately paid for the job | do."
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Pay Assessment, Navy-Wide Personnel Survey (1990-1997)*8¢

"The amount | am paid is an important reason for
me to stay in the Navy."
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Pay as a Motivator, Navy-Wide Personnel Survey (1990-1997)*#

The 8" Quadrennial Review of Military Compensation recommended a change in the current pay
table to move toward a greater "pay for performance” type scale. Basic pay is currently the principa
vehicle for recognizing performance, where performance is reflected in promotion to the next higher pay
grade. Increasesin the basic pay table stem from two sources. from years of service (unrelated to
performance) and from promotion, which is widely accepted as resulting from superior performance. Ad
hoc changes to the basic pay table over the past 45 years have distorted the relative importance of these
increases so that longevity weighs more heavily than promotion. As aresult, the dollar spread between
pay rates of different grades at similar years of serviceis, in some cases, too small to produce a clear

reward for promotion. Therefore, restructuring the basic pay table to emphasize promotion over longevity
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as the primary reason for pay increases will send the positive signal to every service member that his or
her superior performance is valued and will be rewarded.*®

Asfor the need for skill-based pay, the Navy currently has many tools at its disposal such as
selective reenlistment bonuses SRB, enlistment bonuses, faster career paths, early promotions, and specia
bonuses including nuclear, aviation, and medica incentive pays. It islikely future compensation
packages will require heavy reliance on bonuses, with perhaps 25% of pay in bonuses, to compete with
civilian employers.®

Perhaps the real need for reform stems from the fundamental requirement for sailors to take ships
to sea. Today, many sailors fedl that the negative aspects of going to sea outweigh the positives. Isthere
any way to turn a detractor into an enhancer for both the Navy and the individual ?

In arecent study, it was determined that outsourcing shore billets or eliminating some altogether
would lengthen the average sailor's time on sea duty relative to shore duty. Given this, the Navy would
have two compensation-based options. It could mandate longer sea tours and use selective reenlistment
bonuses (SRBs) to buy back the resulting drop in retention, or it could use a sea pay premium to get
sailors to voluntarily extend sea duty. Studies have shown that using a sea pay premium to meet the new
sea/shore requirements would be more cost-effective than using SRBs, and its cost would be about half of
the projected personnel savings from outsourcing military billets.*®

If shore duty exists just to support a sea-shore rotation, eliminating those jobs would free up
associated resources to better compensate sea-going billets. Perhapsif the Navy offered up a back-to-
back sea option and compensated folks appropriately, they might see sea duty become more attractive to
itssailors.

Assuming a sailor's employment value to the Navy is measured by sea duty, figure 19 compares a
rough anaysis of sailor compensation using today's sea/shore model versus an aternative model. Instead
of rotating a sailor ashore after sea duty to charge up his batteries, this mode offers the choice to do back
to back sea duty, but receive time and a half for the added burden. Thus, a sailor gets to homeport and

receives a 50% pay increase for going to sea. In this example, the Navy would save $42K in salary alone,



three years of providing benefits, and the cost to retrain the individual prior to the second seatour. The

end result isawin-win for financially motivated sailors and the Navy.

Today’s Notional Sea/Shore M odel

($201K for 2 seatours not including 3 years of extra
benefits and possible reenlistment bonuses)
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Comparison of an Alternative Compensation Model
Thisis one of many creative aternatives the 21% Century Navy might evauate for applicability in
a changing environment. Other possibilities include team associated bonuses connected to achieving a
desired unit safety rate, readiness level, or retention god.
Although the military pay structure is relatively constrained by congressiona law, it does contain
amost every mechanism required to properly reward desired performance. What is missing from the
Navy's pay policiesis acomprehensive overal alignment required for an efficient and motivated

workforce.

Overhaul the Culture

"I believe when you look at the culture of an enterprise, it must start at the top. It isthe
responsibility of the CEO, the president, and all the senior executives to set the tone for a culture based on
the values,"'** says Kathleen Black, President and CEO of Newspaper Association of America. Since
culture is the greatest determinant of organizational behavior, leaders have a significant responsibility to

implement processes that ensure a healthy culture.
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Many believe the current Navy perceived culture is dominated by protectionism, zero defect
mentality, political correctness, careerism, risk aversion, static, lacking innovation, and overwhelming
bureaucracy. In addition, people are viewed as an expendable, free resource. The desired culture is one
that values the immense intellectua capita of people. Included is the value of people over ships,
principle over practice, quality over quantity, effectiveness over efficiency, and character over competence.
People are not only empowered, but also enfranchised with a sense of belonging and ownership.*%

The Navy aso has the reputation of being the service most resistant to change. Unfortunately,
that reputation has abasisin fact.!*®* To counter that perception requires more of a change in attitude and
cultural mind-set, than the creation of a new executive panel or an "open mind, sensitivity training stand-
down."

"People would always say to my father, 'Gee Whiz, you've done real well. Now you can rest.’

And he would reply, 'Oh, no. Got to keep going and do it better."

- J. Willard Marriott, Jr., Chairman, Marriott, 1987.%%

Continuous improvement is an institutionalized habit in a visionary company. It isingrained into
the fabric of the organization and reinforced by tangible mechanisms that create discontent with the status
guo. Comfort is not the objective in avisionary company. Visionary companiesinstall powerful
mechanisms to create discomfort and thereby stimulate change and improvement before the externa
world demands it.*%®

Concerning the future, managers at visionary companies smply do not accept the proposition that
they must choose between short-term performance and long-term success. They build first and foremost
for the long term while simultaneously holding themselves to highly demanding short-term standards.
The downfall of Howard Johnson's resulted primarily in complacency. As Howard Johnson, Jr. described
in a1975 interview: "We are areacting company. We don't dry to anticipate the future. In this business,
you can't look too far ahead, maybe two years."** Howard Johnson became overly focused on cost
control, efficiency, and short-term financial objectives. A former Howard Johnson executive commented:

"Ho Jo always seemed to have ideas to upgrade the restaurant and hotels, but they never wanted to spend
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the money."**” Many see the current Navy culture as one of reaction, where it can't "look too far ahead,

maybe two years."

Unit Cohesion

Unit cohesion is a concept where a crew is kept together for the entire Integrated Deployment
Turnaround Cycle (IDTC) and the subsequent deployment. The belief is that the resulting team building
and cohesion result in a higher level of readiness. Although this concept poses challenges on the human
resource effort, team building is a free motivator and should be pursued.

Unit cohesion currently isn't an encouraged practice. Today, the Navy has difficulty filling all
deploying billets before a unit deploys (currently approximated 7,000 gapped deploying billets), not to
mention accomplishing this feat before the IDTC even begins. Sailors are being managed as 369,563
individuas, not as a set of warfighting teams.

Today, technological advances can offer the ability to manage personnd flow to meet unit
cohesion needs. In addition, a more efficient Navy that no longer deploys in battle groups of
approximately 10,000 personnel but rather in smaller groups of two and three ships, would help to better
match transferring personnel with a unit at the right time in their deployment cycle.

The most logical first step towards an ideal 21% century unit cohesion model would be to start
with an achievable goal of no personnel transfers for a six month period, beginning two months before a
unit deploys and ending four months into the cruise. Thiswindow can be expanded as a system matures
to meet the new requirement.

Thus, alikely 21% Century Navy requirement will be to adopt a more holistic human resource

effort coordinating how we deploy, when bodies come and go, and when they are trained.

Better Defined Core Vaues/Purpose

A critical issue is not whether a company has the right core ideology or a likeable core ideology

71



but rather whether it has a core ideology that gives guidance and inspiration to people within that
company. The visionary companies don't merely declare an ideology; they aso take steps to make the
ideology pervasive throughout the organization and transcend any individual leader.'® In avisionary
company, the core values need no rationa or external justification. Nor do they sway with the trends and
fads of the day.'® James Collins explains, "If an organization is to meet the challenges of a changing
world, it must be prepared to change everything about itself except its basic beliefs. The only sacred cow
in an organization should be its basic philosophy of doing business."*®

The Navy's core values and purpose becomes another aspect of overall sailor motivation. A
spouse of an IBM employee observed in 1985, "IBM isreally good at motivating its people; | see that
through Anne. [She] might be brainwashed by some peopl€'s standards, but it's a good brainwashing.
They redly do ingtill aloyalty and drive to work."*®* Visionary companies are often compared to cults
with their fervently held ideology, indoctrination, tightness of fit, and elitism. IBM attained its greatest
success-- and displayed it greatest ability to adapt to a changing world--during the same era that it
displayed its strongest cult-like culture.?

Visionary does not mean soft and undisciplined. Rather because the visionary companies have
such clarity about who they are, what they're all about, and what they're trying to achieve, they tend to not
have much room for people unwilling or unsuited to their demanding standards.*

A key chadlenge for the 21* Century Navy is to be highly ideological and highly progressive at

the same time, while preserving the core and stimulating progress. Thisis atask that will generally fall

on leadership's shoulders.

Creativity/Innovation Initiatives
Many folks recognize the need for innovation and creativity in the Navy. True innovation is the
driving force not only for individual organizations but also for entire economies.”®*

Dave Packard, co-founder of Hewlett-Packard Company, addressed the fundamental challengein

a 1964 speech, "The problem is, how do you develop an environment in which individuas can be
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creative? | believe you have to put a good deal of thought to your organizational structure to provide this
environment."® Thus, the Navy's organization is key to fostering innovation. It must be fluid in a sense
that ideas can flow effortlessly from one part of the enterprise to another without having to pass through
stovepipes.®®

To sustain the pace of innovation, the Navy must build a culture of continual change and next-
generation learning. Learning must be continuous and service-wide, enabling an organization to capture a
set of sustainable benefits that define innovation. An organization must also gather ideas from every
corner of its extended enterprise. For example, British Petroleum was able to transform itself from a
debt-ridden and divided behemoth into a sleek, flexible and innovative organization. At the heart of the
transformation were cross-unit performance improvement teams that encouraged cross-unit and
enterprise-wide learning.?®’

Next-generation companies lift the performance of their employees by freeing the initiative,
creativity and drive inherent to each one--afar cry from the stifling confines of the traditiona corporate
environment. The programs these companies put in place to help employees develop individual
capabilities and collective competencies lead employees to view the workplace as a place where they can
attain their personal and professional goals. This, in turn, leads to increased levels of cresativity and lower
rates of turnover.*®

Many believe young officers and sailors must be able to learn and grow, but today's Navy leaves
little room for error. Chester Nimitz grounded his ship twice; yet his superiors recognized his potential
and he went on to lead our forcesto victory in the Pacific in World War 112%° The Navy would be wise to
remember that an officer who risks nothing learns nothing. The 21% Century Navy will likely be one
where experimentation, and both the ensuing evolutionary progress and associated failures, are part of the
culture.

Charles Darwin stated in 1859 that, "To my imagination it is far more satisfactory to look at

[well-adapted species] not as specialy endowed or created instincts, but as small consequences of one
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generd law leading to the advancement of al organic beings--namely, multiply, vary, let the strongest
live and the weakest die."?*°

Richard P. Carlton, Former CEO, 3M Corporation, comments in 1950, "Our company has,
indeed, stumbled onto some of its new products. But never forget that you can only stumble if you're
moving."#!*
R.W. Johnson, Jr., Former CEO, Johnson & Johnson similarly notes, "Failure is our most

important product'®*?

J&J stumbled upon one of their most famous product by accident. 1n 1920,
company employee Earle Dickson created a ready-to-use bandage--made of surgical tape with small
pieces of gauze and a specia covering so it would not stick to the skin--for his wife who had a knack for
cutting hersdlf with kitchen knives. When he mentioned his invention to the marketing people, they
decided to experiment with the product on the market. Eventually, after a dow start and a never-ending
process of tinkering, Band-Aid products became the biggest selling category in the company's history and

further solidified J& Js "accidental” strategic move into consumer products.”*®

Embracing the transition to a civilian profession

One attribute of a cohesive workforce is all members of the team are motivated towards a
common god. It would seem logical that if one member lost his motivation and wanted to leave, the
Navy would let him or her go instead of keeping them in against their will. These folks often develop
"bad attitudes' that become destructive to the overall workplace morale and productivity. Thus, the 21%
Century Navy will likely not try to keep people in who want to leave the service, but rather address the
reason they are leaving.

Some sailors resort to breaking the rules to get out of the Navy. Among the rules are
homosexuality, unauthorized absences, and illicit drug usage. A study was recently convened to examine
illicit drug use in the Navy and its use as a method to end commitments. One likely outcome of the study
will be to increase the penalty for drug use to a Bad Conduct Discharge (BCD)#* Opponents suggest that

instead, the Navy should hold the ex-sailor financialy accountable for the education and training he
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received, however et him transition to civilian life without significantly damaging his ability to be a
productive member of society. The financia impact might likely have more of a preventative influence
on would-be early outs, yet wouldn't be designed to permanently scar an ex-sailor's life smply because
the Navy was not the right place for him or her.

Asevery sailor leaves the Navy and in away becomes the Navy's ambassador to society, it is
wise to let each one leave with positive memories of the service. Subsequently, it is possible that some
may actually return to the organization after trying civilian employment. Perhaps the 21% Navy should
evaluate sailor exit methods--attrition, end of enlistment, resignation, and retirement--and engineer each
asif the processes were training future, not to mention free, recruiters. A forward thinking organization

would continue to get the most out of its employees, long after they leave the Navy.

20-Y ear Retirement Alternatives

The current retirement system is another area that could use an overhaul with its strong incentives
for arigid 20-year career. A CNA report indicates that significant rigidity existsin the all-or-nothing
vesting provision so that force management is inhibited and more mid-career personnel are retained than
arerequired. Additional options need to be considered that allow the services greater flexibility. Such
options could include service member contributory plans, matching or non-matching programs, portable
retirement accounts, and so on. There are considerable cost implications for these various options as well
as strong assumyptions being made concerning their effect on individual behavior.?*

Although figures 20 and 21 suggest the retirement benefit is an attractive motivator for some, the
fact remains that well over 90% of enlisted are never retirement eligible. As military retirement doesn't
apply to the mgjority of the workforce, the 21* Century Navy needs to offer options for good sailors to
stay and work as long as they wish and till contribute to their retirement years. Asaresult, the current
lack of aviable retirement vehicle for al sailors (not just the onesthat stay 20 years) encourages al to

leave as soon as possible to start preparing for their senior years. Even with the new Thrift Saving Plan,
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without employer matching, it is little more than another IRA type device. The 21% Century Navy will

likely need to match the Thrift Savings Plan contributions to properly motivate its sailors.

"Retirement pay is an important reason for me to
stay in the Navy until retirement."”
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Retirement Motivation, Navy-Wide Personnel Survey (1990-1997)%*°

'Do you plan to stay in the Navy until eligible for retirement?"
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Retirement Intentions, Navy-Wide Personnel Survey (1990-1998)%*'

Thereis one final aspect of the current retirement plan that is worthy of analysis. Currently at the
20-year point, a sailor can retire and receive half of his base pay without working. Thus, by not retiring
and assuming the increased responsibilities of seniority, he or sheis essentialy working for half pay.
Thisis contrary to the civilian practice of increasing senior management compensation to retain valuable

expertise as long as required.
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LN2 Michael Campanelli offers his opinion as a hard working sailor, "One of the most highly
valued benefits of performing 20 years on active duty is the knowledge that one will receive half pay for
life. Thistype of certainty isamost wholly unavailable in the private sector, which, seeking to cut costs,
has largely replaced defined benefit retirement plans with defined contributions plans.**® Asan
important motivation tool for some, the 21% Century Navy should continue to analyze and adjust the

retirement benefit in accordance with its human resource vision.

Civilian Co-ops

A final areato explore is built around the concept that not only does every sailor leave the Navy,
but many chose to leave for civilian jobs that promise a better motivational package to the individual.
Whether the better motivators include larger salaries, more time a home, better health benefits, or better
chance for promotion isirrelevant. An obvious option is to embrace the competition and arrange for a
seamless trangition for the sailor to the new civilian occupation. The human resource challenge, then, is
to manipulate the arrangement to benefit the Navy.

One possible benefit to the Navy might be to get more sea duty out of the individua before he
leaves the service. This might be accomplished by a cooperative arrangement with a company, to hire
individuas straight out of the service. To begin the seamless transition, the sailor might work for three
years for acivilian businessin lieu of a shore duty, before embarking on his or her second and final sea
duty. The obvious question is, "Why would any sailor opt to go back to sea after getting comfortable in
his or her new occupation?' The answer liesin abit of crestivity for each targeted rating.

Itislikely, the Navy would first want to experiment with sailor ratings, like IT, which might be
increasingly difficult to retain due to civilian demand for the talent. Another possible candidate for a co-
op arrangement is the pilot field. Appendix C explores a possible pilot co-op with the civilian airline
industry that might benefit Navy pilots, the airlines, and most importantly, the Navy itself. Although far

from a complete analysis, it suggests one of many options that might be applied to other hard-to-retain

Navy specidties.



Organizational Alignment

"Gene_ral I_y, management of many is the same as management of few. It isamatter of

organization."

- Sun Tzu*®

In the 21* century, there must be a leader in every organization, and they must have an
organizational structure in place. The structure depends on the nature of the enterprise; one size does not
fit all. Each organization must find its own form rather than grab one off the rack.?®

Leaders are organizational architects. Just as architects need blueprints for building houses,
leaders need blueprints for designing organizations, fitting the pieces of the organization together to
influence the behavior of people toward the accomplishment of the organization's objectives. A series of
studies over three decades led to the following conclusions: 1) Thereis no single best way to organize, 2)
The ideal organization is one that is aligned with or fitsits environment, 3) There are seven key elements
of an organization that are critical in understanding an organization's effectiveness. strategy, structure,
systems, staffing, skills, style and shared values, and 4) To be effective, an organization must have a high
degree of internal aignment among these seven eements. In short, an organization requires alignment.??*

L eaders manage their human resources to obtain organizational performance by channeling
individual potential into achievement. Research demonstrates that fundamental strategic choices about
rewarding, organizing, and managing people affect organizationa performance.

Organizations often decide to make piecemeal changes without fully understanding the long-term
implications or whether the rest of the human resource management system will enhance or inhibit the
effectiveness of the change. As aresult, decisions made on a case-by-case basis, often produce
unintended consequences or fail to fully achieve desired ends. The most effective organizations over the
long term devote time and attention to resolving tactical issues and questions within the broader strategic
context of the organization.

People are the largest and single most valuable asset of the Navy. Today, leaders are developing

doctrine to support avision of aworld-class Navy in the face of an extremely dynamic and uncertain
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environment. Y e, the Navy distinguishes itself by not employing a strategic perspective in the design of

its human resource management systems.”?

Human Resource Alignment

The 8" Quadrennia Review of Military Compensation concluded that no structured process
exists today to enable the uniformed services to manage human resources strategically--to aign the
elements of the compensation system with organizational objectives and to design policies and practices
to motivate behaviors that enhance organizational performance. The largest share of the uniformed
services budget isfor people's salaries. Y et no tool exists that paralels the strategic process assisting
leaders in the development and allocation of other resources such as weapon systems. This deficiency isa
drain on resources, prevents the services from reaping the full potentia of their people, and tends to go
unnoticed for two reasons. The current system has produced the highest quality force ever, so leaders do
not think about opportunities lost. Secondly, it is difficult to place a tangible (money) vaue on human

resource efficiency and initiatives.”®

Human Resource Vision
"We are in the people business...teach them and help them and care about them. Give them afair
shake. Givethem sKills; help them succeed; make winners out of them. - Get good people and
expect them to perform. Terminate them quickly and fairly if you make the wrong choice. - work
hard, but have fun."
- J. Willard Marriott, Jr., 1984%%
While some believe a bit of Marriot's insight should be in afuture Navy vision, others relate a
future HR vision to mission accomplishment. The Department of the Navy and its component
organizations must remain mission driven, but decisions about resources and programs should be based

primarily on human resource considerations rather than on the availability and operating requirements of

platforms and military equipment. This approach will entail a fundamental change in institutional values,
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and will require the Department to align all its various human resource programs while alowing
component organizations the flexibility to adapt to specific mission requirements.®

An aspect of this fundamental change might include upgrading the head of Navy's personnel
system from three to four stars and increase his or her tour length to eight years thereby promoting a
longer-term focus. Thiswould closely parallel the current nuclear power model, which is considered a

very effective method for personnel management.

Training and Education Vision

It has been said that one by-product of the information revolution is continuing education. As
more and more knowledge workers work with their heads rather than their hands, education will have to
be continuous and delivered in new formats. It will be off campus, in homes, cars, commuter trains and
anywhere small groups can meet??® Training and education will form a central part of most 21% Century
organizations.

There are generally three types of training and education in today's Navy: unit training,
individual job related training, and civilian academic education. While the first two are required for
warfighting readiness, the third is primarily a benefit to offer as part of an overall motivation package.
Table 5 helps to quantify the fiscal motivation for more education.

Although training and traditional human resource functions are greatly intermeshed, the Chief of
Nava Operationsis generally the first common link between the two. Asaresult, training and education
programs are often at cross-purposes with other human resource efforts. For example, the Navy offers to
contribute money for college tuition when sailors leave the service, which might entice them to leave the
service contrary to current retention efforts.  The 21% Century Navy will need to move training and

education into the overal personnel management function for aligned efficiency.



UneEane)Ir(c))e/rr]r:)mt ratein 1998 Education attained Median ?gglrllgrgsm 1997
1.3 Professional degree 72,700
1.4 Doctorate 62,400
1.6 Master's degree 50,000
1.9 Bachelor's degree 40,100
25 Associate degree 31,700
3.2 Some college, ho degree 30,400
4.0 High-school graduate 26,000
7.1 Less than a high-school diploma 19,700
Table5
Education Pays
Unemployment and earnings for year-round, full-time workers age 25 and over, by educationa
attainment®?’

Surveys

In order for leadership to manipulate different sailor motivationa factors, they need to know how
each will impact the workforce. The three best sources of feedback from troops concerning motivating
factors are from unit leaders, surveys, and detailers. The most standardized and objective of these three
are personnel surveys.

Many observers believe that personnel are over surveyed and that the surveys may actualy harm
retention. They suspect that sailors are bombarded with different surveysthat all seem to ask similar
questions but never lead to change. Furthermore, organizations are not likely to account for the impact
that their surveys may have on sailors willingness to participate in other surveys. Therefore, coordination
of survey effortsis crucial.?®

Table 6 shows the response rates of al Navy surveys conducted in the last 16 years. Maintaining
high response rates on surveysis critica for drawing accurate conclusions about the member population.
If the response rate is too low and the survey results lose validity, the survey failsto inform policy makers
on how to address such issues as retention, or worse, misinforms policy makers about the opinions of

sailors. Experts contend many Navy surveys don't have a statistically significant response rate.”
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Survey Year Response Rate
DMDC Survey of Active Duty 1985 77% Officer, 72% Enlisted
1992 72% Officer, 62% Enlisted
1999 56% Overall (initial assessment)
Navy-Wide Personnel Survey 1990 52%
1994 47%
1998 39%
Navy Quality of Life Domain Survey 1997 38%
1999 34%
Navy Equal Opportunity/Sexual Harassment Survey 1989 60%
1997 45%
Table 6

Navy Personnel Survey Response Rates™

Some survey researchers believe that there is a connection between survey response rates and
dissemination of results. They believe that response rates are falling because survey results are poorly
disseminated, and respondents never know if their responses alter policy. There may be genera
discouragement among Sailors about surveys as a method for effecting change.”

The Navy is addressing current deficiencies in its surveying practices with the new ARGUS
surveying system. The goal of ARGUS is to make the survey mandatory for al Sailors undergoing
transition. Thisfeature is designed to overcome a key drawback to the Navy Retention/Separation
Questionnaire that is over-represented by those who are least happy with Navy life. It is aweb-based
system to make response, data collection, database management, and analysis of results as easy and fast
aspossible. It will aso allow commanders access to results from his’her command. A fina important
difference in the ARGUS system is the planned link of responses to personnel files via a respondent's

socia security number. Thiswill greatly aid the analysis of opinions and actual behaviors.?

21% Century Leadership

Many recognize traditional compensation alone does not address the fundamenta difficulty the
Navy is experiencing with motivating its sailors. They note that 20 years ago the Navy gave out bonuses
of up to $15,000 to keep a nuclear-trained sailor for afew extrayears, and now the Navy offers up to

$45,000 to keep a similar sailor from leaving. Before long, the new ceiling on the selective reenlistment
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bonus program (SRB) may not be enough to keep our sailors. How high must we go to keep the most
highly trained personnel 2%

Master Chief Machinist's Mate Mark Butler contends that more money is not the answer when it
comes to retention; the real answer is leadership. He believes the failure to retain the best sailorsisa
failure on the Navy's part to provide for their needs. Specificadly, esteem and self-actualization are by far
the most important in ensuring high morale among sailors. Among esteem needs are responsibility, self-
respect, recognition, and a sense of accomplishment. Self-actualization needs include self-expression,
creativity, independence, and reaching one's full potential. Leadership must satisfy these needs to
maximize sailor productivity.?*

"What is clear is that the increasingly fast-moving and competitive environment we will face in
the twenty-first century demands more leadership from more people to make enterprises prosper.
Without that leadership, organizations stagnate, lose their way, and eventually suffer the
consequences.”

- John Kotter®

Literature suggests that |eadership may be the single most important topic to address towards the
effective motivation of 21% Century sailors. As an added bonus, leadership initiatives are generally free.
While John Kotter offers an academic perspective on the importance of leadership in an organization,
there may be equa value in looking at traditional military leadership examples, like the following:

Operations in the Arizona Valley, within the depths of Vietnam's An Hoa Basin, were
among the most combat intensive any Marine unit experienced in 1969. The Viet Cong seemed
to saturate the entire valley, and every day was a struggle for survival for the Marines of the Fifth
Marine Regiment. A courageous, competent first lieutenant and one of his best squad leaders
were tasked with clearing a series of spider holes while on a patrol. Suddenly, and most
unexpectedly, a Viet Cong soldier appeared from a hole with a grin on hisface. The lieutenant
instantly killed him with his .45 revolver, but the soldier released a live grenade before he
collapsed, and it rolled periloudy close to the young squad leader.

Instinctively, the lieutenant pushed his fellow Marine to the ground and covered his
comrade with his own body. "He saved my life," this lance corporal recalled more than 20 years
later. "He just totally shielded me." First Lieutenant James H. Webb sustained wounds of such
severity that he eventually was discharged from the Marine Corps. He earned the Navy Cross for
the valor he exhibited in saving his fellow Marine, but never again would he lead Marines in the
field.?%

Leadership might best be addressed as aform of art. Just asit's often difficult to distinguish

between a good painting and a bad one, it's even more challenging to quantify techniques and traits of the



best artists. Although a good artist cannot be mechanically developed, there are in fact art classesto
provide a basic foundation on which to build. Similarly, organizations should provide regular leadership
forumsto give leaders required basic tools and to aign their efforts towards a common vision.

Perhaps as good art is often identified by expert opinion, leadership insight might best be found in
opinions of some of the most successful. H. Ross Perot, Founder and Chairman of the Perot Group,
strikes a compromise between sensitivity and mission with the Perot Group Credo, "Engender mutual
trust and respect; listen to the people who do the work; hold team members accountable with the clear
understanding that ethical standards must never be compromised."?%’

Robert Crandall, Chairman and President of American Airlines, epitomizes fore of the "touchy
feely" aspect of future leadership, "I think the ideal leader for the 21% Century will be one who creates an
environment that encourages everyone in the organization to stretch their capabilities and achieve a
shared vision, who gives people the confidence to run farther and faster than they ever have before, and
who establishes the conditions for people to be more productive, more innovative, more cregative and feel

more in charge of their own lives than they ever dreamed possible."**®

Leadership Versus Management

One of the many debates among the experts concerns the differences between leadership and
management. While most recognize there is a difference between the two, they cannot agree on the
specifics. For example John Kotter in his article, "What Leaders Really Do," contends that leadership and
management are two distinctive and complementary systems of action. Each has its own function and
characteristic activities. Most U.S. corporations today are over managed and under led. They need to
develop their capacity to exercise leadership. Companies should aso remember that strong leadership
with weak management is no better, and is sometimes actually worse that the reverse. Thereal chdlenge

isto combine strong leadership and strong management and use each to balance the other.?*



Kotter observes that not everyone can be good at both leading and managing. Some people have
the capacity to become excellent managers but not strong leaders. Others have great leadership potential
but, for avariety of reasons, have great difficulty becoming strong managers. Smart companies value
both kinds of people and work hard to make them a part of the team.?®

Management is about coping with complexity. Its practices and procedures are largely a response
to one of the most significant devel opments of the twentieth century: the emergence of large
organizations. Without good management, complex enterprises tend to become chaotic in ways that
threaten their very existence.**

Leadership, by contragt, is about coping with change. Kotter believes part of the reason it has
become so important in recent yearsis that the workforce has become more competitive and more
volatile. The net result is that doing what was done yesterday, or doing it 5% better, is no longer a
formulafor success. Mgor changes are more necessary for survival and to compete effectively in this
new environment. More change demands additional leadership. The different functions - coping with
complexity and coping with change- shape the characteristic activities of management and leadership.?*

Margaret E. Mahoney, President of the Commonwealth Fund, makes a dightly different
observation, "l think that the distinction between managers and leaders is extremely important because a
good manager must be concerned with people. He or she must have the right instincts for how one puts
together an ingtitution that will work. But aleader must have the visionary capacity to look ahead, assess
how the world is going to be, and take the ingtitution toward that vision. Leadership also encompasses
the capacity to generate within others the desire to be a partner or ateam member and to work together

with others."?®

Marcus Buckingham, in hisbook First Break All the Rules, takes yet athird approach. He

believes good managers understand that management is not about direct control, but about remote control.
That is, they realize that trying to control every aspect of someone's performance is futile. The object
must be to alow people enough room to accomplish the goals set by the organization. The dilemmafor

managersis that they know they can't change much about an individua and that they must focus people



on performance. The solution is both elegant and efficient. Define the outcome and let each person find
his or her own way toit. Each person can reach the outcome by the route most comfortable for him or
her, and each worker takes responsibility for the solution.?*

Buckingham contends that managers must avoid the temptation to create perfect people. Imagine
awell-intentioned expert wanting to help workers rise above their imperfections. He identified the "one
best way" to perform afunction. And off to training they go because the manager believes that the "one
best way" can be taught. Once his people are trained, he reasons, dl that isleft isto monitor that
everyoneis following the plan. Managers must not attempt to make perfect people. What looks like a
miracle cure is actually a disease that diminishes and demeans people, and weakens the organi zation.?*

Extensive research comparing great managers, "The ones you would dearly love to clone," to
mediocre managers showed that the great managers break all the rules. They ignore the conventional
wisdom that says management's job is to identify worker weaknesses and devise a plan to react and
overcome those weaknesses. Instead, they operate on the assumption that people don't and probably can't
change many traits they carry. Good managers recognize the futility in demanding change and
concentrate instead on devel oping employee strengths?*

Thus while Kotter believes management controls people by pushing them in the right
direction, leadership motivates them by satisfying basic human needs. Buckingham continues and states
that leadership and management must be integrated--one can't exist without the other. Both concepts are
applicable to the Navy. The 21 Century Navy should address the debate and decide how to best tailor

enlisted and officer leadership training of the future.

Organizational Challenges

In the past, many corporations designed their organizational structure around the military
hierarchical model. This model was very effective during crisis situations, and also provided an
appropriate leadership style for middle 20™ Century society. It appears that this top-down approach may

no longer be adequate to motivate the 21 Century warrior or society in general.



Lynne McFarland sees a need for more flexible organizations and new ways of leading to
maximize the contributions of all people. Most leaders agree that rigid hierarchy is dying because it runs
on position power instead of relationship power. Robert Reich, Secretary of Labor and former Professor
at John F. Kennedy School of Government, Harvard University, observes, "L eaders are becoming
divorced from formal authority because organizations are becoming decentralized webs instead of
hierarchical entities."*’

One reason for this mgjor shift is the change in the way people arewilling to be managed and led.
Today's employees want to have a voice and make a difference--they no longer want to follow blindly
what the boss directs them to do. People are less impressed and intimidated by leaders just because those
leaders may have built-in authority and position. People know and believe the worthiness of what they
are doing is the basis of their contribution.?*

The explosion and availability of information is the other major reason for this dramatic change.
People communicate more, see more, hear more, and know more--faster than ever before in history. "So
many people have access to so much information that it levels out our leadership,” says Marjorie
Blanchard, President of Blanchard Training & Development, Inc.2*

In short, Effectiveness in leadership can no longer be centered in positions within arigid
hierarchical structure, but must be centered in interdependent relationships in which leadership and power
are shared broadly. Today's best |eaders believe that if you want to lead people, earn and win their trust,
so they want to support you.?®

Admiral Reason suggests that the Navy might still have something to offer today's organizational
discussion. Inthe complex and rapidly changing world of a carrier flight deck during flight operations,
very complex procedures must be executed quickly and perfectly, or catastrophe results. Information for

decision-making comes in fast flowing floods. Scores of decisions and actions must occur nearly
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simultaneously and are often followed by torrents of more information and equally urgent decisions that
likewise allow no margin for uncorrected error.® The flight deck teaches that the function of the
command levelsis not to give ad hoc direction to the team, but to define its tasks and to give the team the
training, tools, information, and support needed to accomplish its tasks. In addition, the Navy must
provide the following to each sailor, officer, and enlisted: a reasonable scope of responsibility and
authority, training to do assigned tasks exceeding well, accurate information needed to do the tasks, and
recognition of experts authority and importance.>

In fact, before civilian organizations jump ship and completely reinvent an organizational
structure, they might benefit by a quick analysis of the military hierarchy. Figure 22 depicts the perceived
view of today's military hierarchical structure. In contrast, figure 23 is a centralized view of the widely
accepted ideal 21 Century organization. Initialy, the two look completely different, where in fact they
are functionally identical. Instead of being vertically stacked in figure 22, al the same nodes and paths are
centrally spread out with the same functionality. The real benefits of figure 23 are the two way and lateral
communications paths that are generally associated with a centralized structure. Thus, the old military
hierarchy can be modernized ssimply by adopting a two way flow of information as well as opening up

lateral paths to share information between al levels and all departments (figure 24).

Today's Perceived Military Hierarchical Structure

Figure 22
Today's Perceived Military Hierarchical Structure
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While business literature and Navy retention challenges suggest the 21% Century Navy needs to
update its organizational structure, the U.S. Navy is till the best in the world and still does many things
well. Thus, any leadership initiatives should be tempered with an evolutionary approach to prevent

"Throwing the baby out with the bath water."

Growing Leaders

One of the most challenging human resource tasks is for an organization to grow its future
leaders. Although the Navy may be lacking in formal leadership training, it excels at providing on the job

opportunities for its young leaders.



John Kotter believes leadership challenges early in a career are essentia to the growing process.
Leaders almost aways have had opportunities during their twenties and thirties to actualy try to lead, to
take arisk, and to learn from both triumphs and failures. Such learning seems essential in developing a
wide range of leadership skills and perspectives. It also teaches people something about both the
difficulty of leadership and its potential for change.”

Corporations that do a better-than-average job of developing leaders put an emphasis on creating
challenging opportunities for relatively young employees. In many businesses, decentraization is the
key. By definition, it pushes responsibility lower in an organization and in the process creates more
challenging jobs at lower levels®*

There are downfals to the on-the-job leadership training that Kotter advocates and the Navy
practices. They come in the form of the inevitable trial-by-error mistakes and the resulting negative
impact on employee morale. Evidence suggests that the damage from a poor leadership is more severe as
the leader becomes more senior.

A find challenge to growing leadersis the fact that there are a variety of effective leadership
styles that are all developed in adifferent manner. To illustrate this point, Martin Puris contrasts two
equally effective leaders who turned their companies around in his book, Comeback.

Robert Louis-Dreyfus took the reins at Adidas when the sportswear firm was barely viable.
Market share had amost evaporated and creditors had al but given up on the idea of ever recouping their
losses. Louis-Dreyfus got Adidas off the bench and into the game again. Under his tutelage, sales soared
and market share blossomed. Four years from the brink of disaster, the company became bigger and
better than ever with the $1.4 billion purchase of Salomon S.A =

Gordon Bethune performed similar magic as CEO of Continental Airlines. He took a twice-
bankrupt company and showed it how to win customers to make money. In fact, Continental boasted
thirty-seven straight months of profits between 1995 and 1998.%¢

On the surface, Louis-Dreyfus and Bethune seem to share little in common. Louis-Dreyfus

comes from old money. Bethune is a self-made man. Louis-Dreyfus honed his skills in different



industries. Bethune trained in the navy and a single industry, the airline industry. Both men do, however,
share the ability to lead.?’
The challenge to the 21% Century Navy is to analyze the leadership training continuum for its

ability to provide basic tools and minimize some of the pain inherent in the on-the-job training method.

M entoring/Reverse Mentoring

The concept of mentoring has arich tradition. In The Odyssey, Homer describes how Ulysses,
prior to fighting the Trojan War, entrusted his son's well-being and education to the care of awise, older
man named Mentor. In thisrole, Mentor guided his young charge to an understanding of human nature,
honesty, wisdom, and commitment to serving others.®

In apast survey, junior officersin the surface warfare community ranked access to mentoring as
one of the strongest factors influencing professional development and retention. One of the few
assessments of the effects of mentoring in the Navy was a study of Medical Service Corps officers, which
found that those who were mentored by a superior had higher job satisfaction ratings and reported intent
to remain on active duty.®®

Research shows that a mentoring relationship works best when it evolves over time, in an
informal fashion, through a shared interest in professiona development. Effective mentoring relationships
are those in which the communications styles of the mentor and protégé match one another.®

Two way mentoring can foster the flow of IT technology uphill, and leadership skills downhill.
No change program can succeed smply by imposing a mechanistic mentoring program from above on
employees who are struggling with widespread transformation. Most organizations will need to integrate
young people for change. In today's information based economy, knowledge may be king, but it's the
sharing that takes place between young and old that is essential . %"

At Generd Electric, if an executive closes himsdlf off from learning new things, he is putting his
career in jeopardy- and the company's success at risk. The key to success is that no matter what level

individuals find themselves in the organization, they can accept change®*?
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Some bdlieve that progress occurs when old men die and young men take over. Indeed, this may
be the case in the Navy with the natural flow of people in and out of jobs. Others argue that amore
responsive change can occur when people are open to learning from mentors, regardless of their age. An
essential characteristic of good mentoring is openness, by both parties, to the complexities of the other
person's experiences.

Concerning IT technology, it is likely in the future that the younger generation will mentor the
older Navy generation rather than the other way around. Reverse mentoring was tried at Armor Coat
Insurance, the Providence, Rhode Iland based property and casualty insurance company. All salespeople
were strongly encouraged to choose a young mentor who could teach them how to store and call up
information from Armor Coat's hew on-line databases and how to surf the Web. The thought was, if the
customer-focused salespeople understood the Web more, they could help Armor Coat use the Internet to
boost profits and improve service. Unfortunately, that company found that teaching old dogs new tricks
doesn't aways work when complicated with an instructor half the student's age.

Reverse mentoring, to work effectively, should be a non-threatening, supportive, and educational
experience for both parties. Therefore, the selection of amentor is as critical as the choice of acoach in
any professional sport; it requires careful thought and consideration. Reverse mentoring can solidify
collaboration among functional groups, but it cannot be the only tool that enforces such teamwork or the
sole catalyst for change. Rather, effective reverse mentoring is a by-product of good communication that
aready exists between functional groups. Even the best mentor-protégé relationships have their limits.?*

Whether atypical mentoring or reverse mentoring relationship, the most effective are those of a
more voluntary give and take arrangement. As another free tool to promote information flow and

teambuilding, the 21% Century Navy should foster these interactions, yet fall short of mandating them.
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Chapter 6: Recommendations

"l wasto learn later in life that we tend to meet any new situation by reorganizing: and a

wonderful method it can be for creating the illusion of progress while producing confusion,

inefficiency, and demoralization."

- Petronius Arbiter, 210 B.C.*®

This profound insight provided over 2200 years ago suggests that change for the sake of change is
often more detrimental than maintaining the status quo. To effectively transform today's Navy, first it
must be determined that the world's best Navy needs to change. If 70-85% of sailors like the work they
do inthe Navy, as figure 25 suggests, then why do 86% of them leave as soon as they can and why is
warfighting readiness less than optimal? This paper contends that the Navy no longer provides adequate

satisfaction or motivation to a sufficient number of its sailors. Even if the current 14% efficient human

resource model is desired, the warfighting readiness of those transient sailors could likely be improved.

"In general, | like the work | do in the Navy."
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Navy Satisfaction, Navy-Wide Personnel Survey 1990-19977¢

Appendix D dffersinsight on organizational change theory as it might be applied to the Navy.
"To be effective, 21* Century leaders must shift their own style of management, reshape major aspects of

their culture, rethink their ways of operating, and essentially reinvent their organizations."**’ Lynne
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McFarland summed up the 21% Century Navy's challenge if it is to motivate its sailors toward optimal
readiness. |n accordance with Appendix D, remaining tasks begin with the first step down the long road
of progress.

The following is Lieutenant Commander Martins "Five Steps towards a motivated 21% Century
Navy." To harness the intellectual capita of 21* Century Sailors, the Navy must simultaneously address

each step as part of a coordinated holistic human resource effort.

Step 1: Revisit the 21% Century Navy Vision

As discussed, today's Navy vision found in Appendix A should be evaluated for its potentia to
provide a concise alignment of the large organization and its diverse tasks towards a common goal. It
should not be another phrase to merely frame and hang on each work center'swall, but rather should be a
concept to align an improved Navy organization, enhance the current human resource system, and refresh
the leadership process. Specifics might address:

The manner in which the Navy will provide National Security in a 21* Century FORCEnet

environment. The Navy won't likely continue to cruise the same way it has for last 50 years. One
proposa, appendix B, isto deploy in smaller more efficient units of two and three platforms that
would allow for decreased time away from home, a greater variety of ports, and an overal
increased quality of seaduty. The desired result would be scalable and effective warfighting
packages that tailor force to individual political situations.

The manner in which the Navy will manage sailors. The future Navy won't likely follow the

current "up or out" 14% efficient model that it used for over 50 years. Twenty-first Century
challenges are demanding a move away from the high volume conscription based mode that
treats sailors as if they were expendable.

Ingtilling a goal for continual strategic change. The Navy likely won't be able to evolve in the

current inefficient piecemeal fashion. The undying quest for improvement is already divein



today's Navy. Unfortunately, current individual change efforts typically aren't aligned towards a

common tangible vision.

Expansion of the current vision's scope to elevate the Navy's purpose to a higher ethica plateau.

The following introduces a possible area in which to benefit society, improve public relations,
and elevate the Navy's stature above the other services:
Owen "Brad" Butler, Former Chairman of The Committee for Economic Development, notes that
every day of the school year in the United States we take at least 4,000 casudties among our youth.
These are young Americans who leave our education system without being educated. 1'm counting
only the ones who drop out. Add to that an unknown number who finish 12 years of schooling and
get apiece of paper but are barely literate enough to read it. These casualties have dropped out not
only of school but of citizenship, of a productive career, of the ability to be intelligently self-
governing. Four thousand young Americans today drop out into despair, unemployment, teenage
pregnancy, drug abuse, crime and welfare. A few will recover to lead full, productive lives. But most
of them will be disabled al their lives, and many will die of that "wound of ignorance."*®
The Navy might expand its primary mission of providing national security by supporting
community service through employment and education. A vision should be adopted to help otherwise
non-productive members of society by transforming them into productive individuals. This should be a
goa not only because it’s the right thing to do, but also to profit the organization in terms of increased
public support and funding, an improved organizationa image for recruiting, a more robust culture of
values, and an overal motivated workforce that is excited at the opportunity to excel.?*® The Navy hasa
plethora of blue-collar jobs waiting to be filled by a huge population who would love to fill them. Should

the Navy pursue this concept, rigorous analysis and planning would be needed to ensure that the failures

of similar efforts in the 1970s were not repeated.

Step 2: Improve Sailor Motivators

Despite alarge variety of incentives available for warrior motivation, many could, and should be
improved. Prior to action, however, afull analysis of second and third order effects will be needed to
ensure there are no unintended consequences of proposed improvements. A suitable organization to
provide this analysis might be the evolving Center for Career Development (CCD). The scope of

improvements should address the following:



Compensation, specifically compensation for sea duty which is becoming increasingly less
attractive to the 21* Century sailor. Creative models might include options of paying sailors
much more for sea duty, at an overal savings to the Navy. In addition, military base pay reforms
should be pursued to reward performance (promotions) over longevity. Findly, the Navy might
experiment with team oriented bonuses associated with a unit's safety rate, warfighting readiness,
or retention.

Freetime. Asasailor'stimeis often considered a free commodity to Navy leadership, more
leisure time can be a powerful source of motivation. In the past, the Navy has under-funded fleet-
manning requirements which athough having produced intended savings, has a so caused many
good overworked sailors to leave. The 21% Century Navy should eval uate the manpower
requirements determination process, and fully fund fleet manning at appropriate levels.

Sailor interaction with the Navy. In addition to the chain of command, another significant line of

communication between sailors and the Navy organization is the detailing process. Detailers
should be empowered to create and compose unique motivational packages suitable to individual
salors. Hard to fill assignments should be appropriately enhanced to attract sailors. Desirable
sailors should not be forced out of the Navy simply because they don't want to move or take a
job. The days of losing the world's best fighter pilots or radar technicians smply because they
don't want to move to Japan, Diego Garcia, or Guam should be over.

Decreased PCS moves. Homesteading increases family stability, increases sailor community

involvement, saves money, and reduces dissatisfaction associated with frequent PCS moves. In
light of approximately 210,000 costly moves per year, leadership should begin to make
homesteading a culturally viable option for sailors.

Better defined career path. Many believe the Navy values its warrior's services only until the

completion of his or her current tour, at which time he or she will be re-evaluated for follow-on

assgnments. What Navy leadership doesn't redlize is that individuas are simultaneously



performing their own evaluation on the Navy's lack of commitment and are responding with their
own decisions to leave for a more stable and rewarding environment. The 21% Century Navy may
want to commit to its people and their families by offering the option of defining careers as much
asfive yearsinto the future.

Improved family support. There are many scenarios in today's society where a child's school or a

spouse's employment might lead to a sailor's decision to move without the family. Currently,
there are few Navy policies that recognize or compensate sailors for making this incredible
sacrifice for the organization. A future Navy human resource vision should address the
geobachelor reality and attempt to aleviate some of the associated financial, housing, and travel
burdens.

Unit Cohesion. The readiness benefits of keeping a crew together during an entire Integrated
Deployment Training Cycle and subsequent deployment are uncontested. Currently the Navy
workforce is being managed as 369,563 individuals, not as a set of warfighting teams.

L eadership should mandate that no personnel will be transferred into or out of a unit for asix
month period, beginning two months before a unit deploys and ending four months into the
deployment. Thiswindow can be expanded as a system matures to meet the new requirement.

Embracing the transition to a civilian profession. Asevery sailor leaves the Navy and in away

becomes the Navy's ambassador to society, it iswise to let each one leave with positive memories
of the service. Subsequently, it is possible that some may actualy return to the organization after
trying civilian employment. The 21% Navy might evaluate sailor exit methods--attrition, end of
enlistment, resignation, and retirement--and engineer each asiif the processes were training future,
not to mention, free recruiters. Two possible initiatives to increase exiting sailors satisfaction

might include matching 401K plans and co-ops with civilian industry.
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Step 3: Refresh the Leader ship Continuum

"Many brilliant people conceive wonderful ideas and then don't follow through. They believe
ideas will move mountains. In redlity, of course, it is bulldozers that move mountains. Don't stop when
the planning is over. That's when the work should begin."?”® Peter Drucker's observation supports the
need for leadership alignment to carryout a common vision.

Many fed that Navy leadership has to adopt the same attributes associated with network centric
warfare; a common architecture, streamlining conductivity between all nodes of the Navy organization,
and unparalleled speed of information exchange.

Thus, the leadership continuum should be evaluated for its ability to produce a standardized
product (a common architecture) capable of managing the $91 billion a year organization in an efficient
manner. "It is not too bizarre a prediction to make that one day the kind of courses now offered at the
Harvard Business School may replace the curricula that the military academies are furnishing the future
generals and admirals of the U.S. Armed Forces."*"* While Frederick Herzberg's prediction, made in his
1966 book, failed to materialize, many till see this as a deficiency in current Navy leadership training.
The Navy is one of the few large globa organizations that don't encourage senior management to obtain
MBAs.

A final Naval leadership deficiency worthy of mention is the apparent inability to support the
party line. Leadership in this discussion refers to anyone wearing khakis including senior enlisted, junior
officers, aswell asflag officers.  Whileit is not uncommon to find a Navy junior officer openly
complaining about Navy life, it is unheard of to find a Marine Gunny or First Lieutenant "bad mouthing”
the Corps. While constructive criticism is required in an innovative organization, this needs to occur in
the proper forums. The 21% Century Navy might turn to its Marine Corps brothers, who tend to lead very
well, to evaluate Navy leadership training. Specific actions might include:

Identifying aleadership foca point, such as the Naval Academy, to own and standardize the

existing Navy leadership continuum across all warfare communities.



Incorporate applicable aspects of typical MBA curriculums into Navy leadership training. This

might include identifying an avenue for Navy leaders to receive MBASs from reputable civilian
organizations. While the Naval Post Graduate School is taking long overdue steps towards
offering an accredited MBA option, many would argue that the primary value of a reputable
civilian MBA program is the interaction with the best and brightest international leaders across
society.

Advertise sailor motivators. The Navy arguably has one of the greatest variety of competitive

incentives available for warrior motivation. Unfortunately, they are not advertised well to its
sailors. Leaders should be educated on all people programs and taught to emphasi ze applicable
ones to meet individua sailor needs.

More efficient communications. Harness the internet to identify a streamlined method to achieve

quicker connectivity between the CNO and unit work center supervisors.

Step 4: Enhance the Current Human Resour ce Strategic Vision

Many people argue that today's Navy human resource system lacks a strategic focus due to the
daily "war for people,”" a struggle exacerbated by the people factory that processes approximately 110,000
personnel entries and exits each yesr.

This strategic deficiency was recognized about three years ago and the Naval Human Resources
Board of Directors (HRBoD) was formed. Its mission was to build a coalition of leaders responsible for
providing the necessary integrated framework and focus to effectively coordinate integration of Navy
manpower, personnel and training processes, programs, and supporting policies. Its purpose was to cut
across traditional organizationa lines of authority to ensure that the right decisions are made. The
uniqueness of the HRBoD stemmed from its ability to gather high-level representation from al principal
organizations whose decisions affect naval personnel.?> Multiple internal and externa criticisms suggest

the HRBoD has missed its strategic focus mark.



Suggestions for producing a more holistic personnel management system include the following:

Sparking strategic life into the current Human Resource Board of Directors (HRBoD).

Appointing a board facilitator who can identify and focus on appropriate personnel issues, might
be one way to accomplish this godl.

Attack the ignored personnel regquirements determination process. This process is essentid for

manning the fleet appropriately, yet it islong overdue for an overhaul. The requirements scope
should not only include active duty Naval personnel, but aso the reserve, civilian, and contractor
forcesaswell.

Begin the transition away from a high personnel conscription up-or-out model to a more

stable/innovative workforce. Two necessary steps are first to allow more sailorsto stay in the
Navy, and then to make more sailors want to stay in the Navy. This requires improving warrior
motivation, adding senior billets, and identifying a career warrior option for senior sailorsto
compliment the current upwardly mobile command career track.

Elevate a human resource chief to afour-star level, ensuring the Navy's number one priority gets

adequate representation and visibility.

Align training into human resource management. Astraining and education in today's learning

Navy isanintricate part of a sailor's career from the time he goes to boot camp to the time he
attends the transition assistance program (TAP) prior to leaving the navy, the many facets of

training and education should be incorporated into a holistic and efficient human resource system.

Step 5: Improve Mechanismsfor Continual Strategic Human Resour ce Change

Sam Walton valued change, experimentation, and constant improvement. But he didn't just
preach these values, he instituted concrete organizational mechanisms to stimulate change and
improvement. He gave department managers the authority and freedom to run each department asiif it

were there own business.?”
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In arecent Proceedings article, George Steele observes that it is likely those most competent to
shape the future of the Navy are brilliant mid-leve officers, together with the best young civilian
scientists and engineers. They are at the height of their mental powers and physical vigor, and are up-to-
the-minute on the latest technology. These officers are most likely to be at sea or in the air, working with
the weapons and systems developed by those before them and using tactics devised by their seniors. They
can see the big and little improvements that could be made if they had the power to change things.?™*

As part of agenera climate for continual improvement, the following initiatives might be
explored:

Establishing a TOPGUN-like think tank for strategic HR innovation. TOPGUN was formed out

of necessity because of disma air-to-air combat performance in the early days of Vietnam.
Essentialy an organization run by junior officers, TOPGUN takes the best in the business and
provides the tools and environment to innovate the fleet's strike-fighter tactics. Instructors at the
end of their tour then rotate into the fleet to continue the process of innovation.

A similar vision might be realized by taking six top performing junior officers from the
fleet each year and sending them to the best MBA programs in the country (Harvard, Stanford,
MIT). Upon completion, these individuals might roll into a three-year HR innovation tour at a
CCD type organization. Thetotal group of 18 of these young officers, armed with the
educational tools and theory for complete analysis, might attack any issues and inefficiencies
across the HR management spectrum.

Enhanced emphasis on well conceived surveys. Astable 6 illustrates, survey data contained in

this paper were taken from surveys with very poor response rates. The new ARGUS survey isa
powerful tool for evaluating changing sailor motivations and manpower trends, but it will be
valuable only if the current poor response rate is improved to a statigtically significant level. In
order for leaders to make well-informed decisions concerning sailor motivation, all sailors need to

be encouraged to complete surveys. To emphasize the voluntary theme of positive sailor
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motivation, leaders should use tools such as alotting time at work to complete surveys as an

incentive for completion.

In summary, the size and complexity of the current Navy human resource system demands an
equally intricate plan for improvement. The Chief of Naval Operations has aready began the journey
towards an innovative Navy of dedicated sailors. Hisinitia efforts of increased emphasis on retention,
leadership communication, sailor quality of life, and sailor quality of service will likely address many
deficient aspects of sailor motivation. His focus should continue to expand, to include the entire spectrum
of factors that contribute to warrior satisfaction. Ultimately, maximum warfighting readiness can be

achieved in the most efficient manner.
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Chapter 7: Conclusion

"Asacoach inthe NFL, I've been in alot of pressure situations, and my guess is that the

challenges I've faced are not all that different from the ones that executives deal with every day.

I'm not saying that businessis like footbal. 1 am saying that people are people, and that the keys

to motivating them and getting them to perform to their full potentia are pretty much the same

whether they're playing on afootball field or working in an office."
- Bill Parcells?™

Bill Parcells observation is not only applicable to the NFL and civilian business, it is aso true
about the United States Navy. The 21% Century Navy needs to transition from a mindset of manning the
fleet with expendable sailors, to the strategic goa of harnessing the intellectual capital of sailors. To
obtain maximum warfighting readiness using limited resources, the Navy must better motivate sailors to
be engaged in the Navy's mission, dedicated to the organization, and inspired to achieve their fullest
potential.

The key towards building an innovative and efficient 21% Century Navy is providing optimum
motivation to its sailors. Of the people who initially decide to work for the Navy, 86% |leave or have |eft
at the end of their commitment. The 21% Century Navy can address this issue with a historic piecemesl
approach of individually attacking recruiting, attrition, and retention policies; or leadership can take a
more visionary and holistic approach toward addressing its fundamental problems. The harsh redlity is
that the Navy is not the kind of place where enough 21% Century Americans want to work.

Having identified the problem, the remaining task is to take the first step down the long road of
progress. First, Navy leadership should craft an efficient 21% Century vision to guide the way it deploys,
manages sailors, and addresses an uncertain future. Equally important, the multitude of warrior
motivational factors should be strategically improved. Leadership, the organizational structure, and the
human resource system need to be aligned towards the common vision. Finally, mechanisms and

processes for continuous improvement are needed for the Navy to remain militarily and fiscally efficient

in the global environment of change.
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Waiting at the end of the journey will be a Navy where today's first term retention goal of 38%
will seem ludicrous. Properly motivated, the 21* Century Navy will be an innovative organization of

professional lethal warriors engaged in the Navy's mission and dedicated towards a common vision.
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Additional Sources

The following is a sequentia list of meetings, interviews and briefs that supported this research effort.
Although all had an impact on the final product, the non-attribution nature of the information exchange
prevents reference to specific speakers or organizations.

Navy Personnel Research, Studies, and Technology, Sailor 21 Brief held at the CNO's Strategic Studies
Group, Newport, RI. 12 December 2000.

Chief of Naval Operations working session held at the CNO's Strategic Studies Group, Newport, RI. 15
December 2000.

U.S. Coast Guard, Future Force 21 Brief a the CNO's Strategic Studies Group, Newport, RI. 12 January
2001.

Motorola Brief on education and personnel initiatives held at the CNO's Strategic Studies Group,
Newport, RI. 18 January 2001.

Navy Personnel Research, Studies, and Technology. ARGUS and PSMART briefsin Millington, TN. 23
January 2001.

Center for Career Development (CCD) initiatives and Navy personnel issues interview. 25 January 2001.
NAWC TSD hriefs on Navy training and education R&D held in Orlando, FL. 06 February 2001
DD21 Briefshdd in Alexandria, VA. 12 February 2001.

N 131 (Navy Officer Manning), Interview on officer manning issues and initiatives hed a the Navy Annex in
Arlington, VA. 13 February 2001

N1B interview concearning Navy personnd initiaives and issues hed a the Navy Annex in Alexandrig, VA. 13
February 2001

N 132 (Navy Enliged Manning) gaff, Navy enlisted manning issues and initigtives held a the Navy Annex in
Arlington, VA. 13 February 2001.

Deputy Assistant SECDEF interview on Navy personnel issues and initiatives held at the Pentagon. 13
February 2001.

ASN for MR&A. Interview on Navy and military personnel issues held at the Pentagon. 14 February
2001.

N813X, Training and Education IWAR Team brief on Navy training and education & the Navy Annex in
Arlington, VA. 15 February 2001.

Manpower and Personnel IWAR brief on Navy personnd issues at the Navy Annex in Arlington, VA. 15
February 2001.

Interview on Navy billet verification and recruiting issues held in Washington DC Naval Base. 15
February 2001.
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RAND Corporation interview concerning the 21% Century Warrior held a the RAND Corporation in
Arlington, VA. 15 February 2001.

Working session with the Executive Review of Navy Training task force a the CNO's Strategic Studies Group,
Newport, RI. 26 February 2001.

Marine Corps Recruiting Command, interview held concerning Marine Corp recruiting issues in Quantico, VA. 7
March 2001.

Integrated Command Environment (ICE) lab demondration and working sesson a Dahigren, VA. 8 March 2001.

Legiddive interview in Washington, DC concerning alegidative policy pergoective on Navy personnd issues. 9
March 2001.

Marine Corps Unit Cohesion interview on personne transfers and the effect on unit effectiveness held at
the Navy Annex in Alexandria, VA. 7 March 2001.

Chief of Navad Education and Training brief on Navy Training innovations held at the Surface Warfare Officer
School, Newport, RI. 29 March 2001.

IBM Human Resources New York City interview on 1BM humean resource issues. 30 March 2001

Headquarters U.S. Air Force brief on Air Force personnd issues held a the Pentagon. 5 April 2001
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A FRAMEWORK FOR ACTION

Navy Vision
» We must provide, as a part of joint and combined operations, credible, combat-ready naval
forces that sail anywhere, anytime as powerful representatives of American sovereignty.

Our Mission

To sustain a strong and credible Navy. Using forward deployed and surge forces, we must
be prepared to support national interests including strategic deterrence while projecting U.S.
Naval power globally from the sea, to influence directly and decisively events ashore through
the sovereign presence of naval forces, throughout tire spectrum of operations in peacetime,
crisis, and war.

Our Guiding Principles

» We must live and breathe service to country, to fellow citizens, and to each other. We offer
challenge, growth, leadership and a chance to make a difference.

» We must plan, organize and modernize for tomorrow, while staying ready for today.

» We must be a Navy that holds quality of service for our Sailors and their families as a top
priority in carrying out our missions.

» We must never forget, the Navy starts with the Fleet.

My Priorities

Today, my top five priorities are:

» To create a lifestyle of service that is attractive to bright, ambitious young men and
women.

» To improve current readiness in order to be prepared to respond promptly to any
tasking from the National Command Authority.

» To prepare for future readiness by developing near, mid and long-range capabilities-
based investment strategies, leveraging new war fighting concepts and enabling
technologies.

» To enhance our Quality of Service. Quality of Service is a balanced combination of
Quiality of Life and Quality of Work.

» To achieve Navy-wide alignment.

We must walk our talk with respect to our people.
We must ensure that our organizations, systems, and processes deliver exactly
what they are designed to produce. Everything we do must have a Fleet focus.

Call to Action
To implement my priorities, the following pages outline only the first steps.
Where appropriate, we will define metrics for measuring progress toward our goals.
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1. PRIORITY: MANPOWER

DESIRED OUTCOME:

The goal is to attract and retain bright, ambitious young Americans. We must engage in the
war for people and talent. We must create an environment that offers opportunities, encourages
participation, and is conducive to personal and professional development. We must expand our
efforts to improve our Sailors’ and Civilians’ quality of service by ensuring workload
requirements are tied directly to combat readiness and professional development. We must win
the battle of recruiting and retaining the young men and women who make it possible for us to
sustain the greatest Navy in the world.

INITIAL ACTION:
» We must balance the requirements and resources related to people. Only by truly putting
people first ran we hope to win the war for talent.

Accordingly, we will work for pay reform to ensure the Sailors we need to keep Navy do
not have to make an economic decision against their families’ interests to stay Navy.

We will verify our manpower requirements process is valid and resource the requirement
appropriately.

» We must achieve the proper balance in effort and resources between Retention and
recruiting programs necessary to sustain the Steady-State force in both quantity and quality.

» We must reduce first term attrition. We will conduct a top-to-bottom review of the causes of
first term attrition and act on the facts.

» We must improve retention, officer and enlisted, across the board.

All our commands, afloat and ashore, must take ownership for a comprehensive
retention program that is routinely evaluated and adjusted as necessary to achieve
desired goals.

Our newly established Center for Career Development will act as a clearinghouse of new
ideas, foster innovative approaches to assist commands in the execution of their
retention programs and help train commands to best present the benefits of “staying
Navy” to our Sailors and their families.

We must encourage innovation and support experimentation in the detailing process to
give commands and Sailors a more active and participatory role.

To ensure our retention efforts produce intended results, programs must be supported
with analytical rigor using metrics that permit tracking the product of the plan.

» We will develop a plan to improve alignment among Recruiting, Recruit Training Center, and
Navy Training Center.

» We will evaluate the potential for alternative accession programs for officer and enlisted
personnel.
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» We will examine the impact of a disproportionate number of Navy civilians becoming
retirement eligible and make recommendations to the Secretary of the Navy to address this
situation.

2. PRIORITY: CURRENT READINESS

DESIRED OUTCOME:

The goal is to assess and improve our current state of readiness. Over time we have
systematically understated our requirements and under-funded those understated requirements.
This has led to a “Psychology of Deficiency.”

We must determine, accurately articulate, and continuously validate our requirements. This
will permit us to fund our essential requirements, thereby optimizing the operational impact of
today’s Navy while creating a future Navy that capitalizes upon and can rapidly field new
technology,

Through a “steady-strain” approach, we will obtain additional resources by articulating the
Navy’s requirements for today and the future. At the same time, we will maximize the
capabilities we already possess and strive to steadily improve our operational and combat
effectiveness.

INITIAL ACTION:

» We will examine the analytical underpinnings of our readiness requirements and improve
our ability to deliver the tools that make us ready.

We will examine and, if possible, influence FY01 readiness accounts.

We will improve funding of readiness accounts in the FY02 budget.

We will conduct a zero-based review of the Fleet Modernization Program (FMP).

We will develop a plan to improve quality and reduce cost of depot maintenance.

We will align the OPNAV and Fleet staffs to improve focus on current Fleet readiness.

YVVVY

3. PRIORITY: FUTURE READINESS

DESIRED OUTCOME:

The goal is to prepare for future readiness by developing near, mid and long-range
capabilities-based investment strategies, leveraging new war fighting concepts and enabling
technologies. Fundamental to future readiness is a Navy properly sized and structured to carry
out the National Security Strategy.

This requires a climate of innovation, experimentation, and rapid technology insertion
resulting in near and long-term warfighting improvements. Speed and agility are core Navy
attributes.

INITIAL ACTION:
» We will review existing studies and conduct Navy-wide analysis to determine the size and
shape of the Navy required to execute national tasking.
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»  We will empower the Integrated Warfare Architecture process to ensure we focus on those
investments producing the greatest improvements in war fighting capabilities.

» We will review and challenge the myriad of Operational Requirement Documents (ORDS).
We will validate those we really need and eliminate those we don't. In the future, we will
resist both ORD and mission creep that detracts from our reason for being — to control the
seas and project power from it.

» We will only support programs that promise a significant improvement in warfighting
capability.

» We will pursue increased funding for near-term modernization and recapitalization in the
FY02 budget and subsequent budget submissions.

4. PRIORITY: QUALITY OF SERVICE

DESIRED OUTCOME:

The goal is to be a Navy that holds the quality of service for our Sailors and their families as
a top priority in carrying out our mission. Every day we will strive to improve the quality of
service for every sailor, chief, officer, and civilian. We will foster innovation and support
technologies that will enable our people to do their jobs more efficiently and effectively.

INITIAL ACTION:

» We will define quality of service programmatically. That is, we will identify all the essential
factors that define and influence the work environment. We will assess and prioritize those
factors and then focus our investments to create an environment that enables our people to
realize their full potential. In return, these investments will result in people who are fulfilled
as well as a better Navy. For example, we will endeavor to:

Reduce spare part shortages.

Improve afloat work and living standards.

Improve our shore facilities.

Provide certified training and opportunity to do our job.

» We will task Strategic Studies Group XX to assess the current state of naval education and
training and develop a roadmap to revolutionize education and training.

5. PRIORITY: ACHIEVE NAVY-WIDE ALIGNMENT

DESIRED OUTCOME:

The goal is to make the Pacific and Atlantic Fleets even closer than they are today and to
unify the entire Navy so that our systems, processes, and organizations align with our
institutional beliefs and values. We must be a Navy that is consistent and credible. One Navy —
Fleet centric.
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INITIAL ACTION:

» We will focus our internal and external messages and continually ensure that the outcome of
our action is consistent with our words, behavior and most importantly our intent. Routinely,
each command will be asked to assess the alignment of message-to-action and result-to-
intent.

»  We will align the Fleet and OPNAV staffs to better define our warfare and readiness
requirements, allocate Navy resources, and conduct independent analyses and
assessments. An important part of this process is the continuous evaluation of the “product
of the plan”.

» We will implement a formal CNO decision-making process, using the CNO Executive Board
(CEB) that provides a clear and unambiguous record of GNO decisions.

» We will establish a Navy Requirements Oversight Council (NROG).
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Appendix B

An Alternate Navy Deployment Mode
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One alternative option to today's deployment posture is presented to provoke thought. The
benefits of the initiative include less sailor time away from home, decreased work-ups, more attractive
and frequent port visits, and well coordinated personnel transfers for increased Unit Cohesion. To
motivate and harness sailor intellectual capital, the 21* Century Navy will probably need to provide
today's amount of national security, but incorporate decreased time away from home and better port calls.
This incomplete analysis is intended for illustrative purposes only.

A Navy deployment essentially serves two functions: to support area commanders, and to show
the flag overseas. Currently the second function has suffered greatly due to theater commitments
constraining forces primarily to the Persian Gulf. Naval capabilities required by CINCs include power
projection ashore, anti-air defense, anti-submarine defense, anti-surface defense, and ship boarding in
support of local sanctions. In the past, this required a large battle group of ships, including an aircraft
carrier, for credible and immediate land attack. Now, these capabilities can reside in a notional power
projection unit consisting of asingle AEGIS ship and afast attack submarine (table 7). While these two
platforms lack the robust land strike capability of an aircraft carrier and the unique Marine Corps assets of
an amphibious ship, they would satisfy most CINC requirements for immediate response. The big deck

ships would deploy with a single power projection unit (sub and Aegis) of their own.

Type Unit Composition
Basic 1 submarine and 1 AEGIS platform (2 Tomahawk Shooters)
Carrier Unique 1CV, 1 submarine, and 1 AEGIS
Amphib Unique 1 Amphib, 1 submarine, and 1 AEGIS
Table 7

Notional Power Projection Units
Consistent with the scalable and adaptable FORCEnet concept of the future, power projection
units would be deployed to a theater depending on the politicians objectives. During peacetime, one
power projection unit might suffice for most current 1.0 carrier presence requirements. Astensions

esca ate, the need to enforce no-fly zones arises, or ground troops are required, additiona power
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projection units or specific large deck units can be added to the netted force as needed. The current Battle
Group commander would embark on the aircraft carrier to provide localized Navy leadership to a scalable
effort.

The issue of deployment lengths can now be addressed in the context of an efficient provider of
national security. It will be assumed that the current two-carrier/two amphibious group capability,
providing six months of warfighting capability, is sill desired. Replacing an entire battle group with a
two-platform requirement for a specific theater, frees up the other deployed ships to engage in along-lost
motivational tradition...showing the flag by visiting attractive ports around the world.

A magor impact to time away from home is the approximate four-month work-up period required
prior to the six-month deployment. For the sake of this discussion, athough not optimd, it will be
assumed that a unit could fight after a two-week work-up period if absolutely required. The reduced
theater presence model would aso allow options such as ships hanging out off of CONUS for perhaps a
month in the beginning of their six-month commitment (to finish work-ups started 2 weeks before the 6
month commitment). Thus, following a two week dedicated work-up, the six-month deployment
commitment would immediately begin.

Another benefit to the smaller power projection units, is that ship deployments can now be evenly
staggered over the course of the year instead of an entire battle group or ARG deploying at one time.
Instead of an entire group of ten ships having the same turnaround training cycle, smaller groups of two
and three platforms deploying at evenly spaced intervals would allow much more flexibility for the
personnel system to transfer sailors at the best time in a deployment cycle. Ideally, when an individual
completes training and is ready for assignment to a unit, there are always a couple who are just beginning
their turnaround training.

A final advantage to a reduced theater commitment can be realized at the end of a six-month
vulnerability window. While a ship is technicadly still committed to warfighting if needed, the last month
can be spent in its homeport in aready statusto sortie if needed. Figure 26 illustrates the benefits of this

proposed modd.
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Old Battle Group/ARG Deployments
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Figure 26
Alternative Deployment Schedule

Figure 27 supports this and other aternatives by portraying less than optimal, but acceptable
readiness compromises for short notice deployment flexibility. The C-2 deployment bars are those that
characterize accelerated or abbreviated maintenance and training, enabling a ship to deploy ahead of
schedule. This pattern was typical of many platforms that responded as part of Operations DESERET
SHIELD and DESERT STORM. The worse case situation for the accel erated schedule occurs when a
ship isin the middle of selected restricted availability (SRA). Before such a ship would be able to deploy,
it would have to be put back together, undergo some shakedown, have a required minimum of training,
and load weapons and stores. Those procedures might take as long as five months. Later in the cycle,
however, after the major maintenance period is over, a ship typicaly could be ready within a month or
two.?"

Higtory is another vauable toal for exploring dternate deployment modds. Between 1946 and 1989, there
were 125 occas ons worldwide on which one or more carriers were ordered to respond to crigs Studtions. Some of
these were dearly Stuationsin which a carrier was dipatched to the scene as ashow of interest Smply because the
carier was deployed nearby. Review of the 125 cases, however, suggeststhat dmogt hdf of the time there may
have been adequiate objective reasons to send one or more carriersto the scene, evenif it meant sending the carriers
from their homeportsin the United States. Averaged over the 45-year period, about 2.5 carrier reponses per year

weretriggered by palitica and military crises. This does not indude the cydlic carrier deployments that went on for

277

approximetely 14 years during the Korean and Vietnam wars.
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Time to Deploy
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Figure 27
Time to deploy as a function of months since previous deployment?’

A modified deployment posture would reduce the responsiveness of carrier and amphibious assetsto crises
and contingendies. The expected ddaysin response times might be as greet as 10-14 day's because the specific
assets might haveto trangt from other thesters or CONUS. The impact of such ddlays depends on indications and
warning timesin contingency scenarios. Clearly, there are incidents, such asthe USS Pueblo seizure or the Achille
Lauro hijacker intercept, when an effective reponse must be immediatdly on scene. In thosetimes, worgt case
nava options would be limited to submarine and Aegis platform launched land attacks?”®

Asfor financid implications, sudies show that most modified deployment postures produce some savings
in operating cods, but the differences between the current deployment policy and any modified deployment
dterndtive arerdatively smdl. Most of the battle group annud costs are fixed ownership costs?®°

In summary, the Navy's rigid deployment model should be modernized to provide the flexibility
and scalability for the future FORCEnNet concept. In the process, increased efficiencies will improve most
of the top motivating factors to the 21* Century Sailor. Although alternate deployment modes would
offer little direct financial savings, human resource management improvements and corresponding

increases in personnel readiness warrant further exploration of new ways to provide national security.
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Appendix C

Addressng Pilot Retention: An Aviation Co-op
Experiment
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The following discussion, although incomplete, is provided for illustrative purposes of a possible
21% Century Navy cooperative experiment. As with any successful co-op arrangement, it would benefit
the individual, the civilian business, and most importantly, the Navy.

A recent salary survey revealed that an airline captain with the maximum number of years on the
scale and flying the heaviest of aircraft earns $178,000 per year, an increase of 5.4% over the 2000 yearly
average of $169,674. The largest increase was at Delta Air Lines, where the senior--most captains now
make $248,040, up from $209,388 a year ago, an 18.5% increase.®

Because of a shortage of experienced pilots, airlines are changing their recruiting requirements to
meet, not exceed, FAA minimums. Some airlines aso are providing assistance in gaining ratings prior to

hire, aswell as facilitating career transfers from affiliated regional airlines to the majors.??

2"9/1% Officer 1% Officer (5 Captain (10 Captain (Max)
(Entry Level) year s) years)
Major Airlines Annual $32,724 $87,732 $143,652 $178,800
Aver age Pay
National & Jet Operators $26,256 $43,392 $79,912 $89,016
Annual Average Pay
Table 8

Airline Pilot Pay*®

Asseenintable 8, it will be difficult for the Navy to financially compete with mgjor airline
competition. Civilian airlines generally desire multi-engine jet experience from their new pilots, and a
minimum of 1500-hour tota flight time experience. Hence, military pilots need to stay flying to keep the
airline option open. Asairline seniority determines promotions, pay, lifestyle, and type aircraft, it drives
military pilots to leave as soon as possible to begin their new career.

The result is that the Navy has become essentially afree airline-training unit. At approximately
$2000 worth of gas per TACAIR flight hour, 1500 hours of military flight time equates to $3 million per
pilot worth of free experience for the airlines. It may be time to apply some basic business savvy to the
Situation to collect on the Navy'sinvestment. A strategic vision emerges. get in bed with the airlines to
get some payback for the pilot training investment via more years of service with the Navy.

A possible aviation model centers around an arrangement with airlines where pilots fly with the
arlinesin lieu of shore tours and return to fly on sea duty as a payback (illustrated in figure 28). During
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the airline shore duty, the Navy would continue to pay the individual's military salary in a similar fashion
to the way the Navy currently pays for fellowships tours like the White House or Legidative fellowships.
Assuming an average aviator salary of $60K per year, compensating a two-year airline tour of $120K is

merely what the Navy would have paid for 60 hours of flight proficiency aone (fuel only).

3yrs 3yrs 2yrs 3yrs  2yrs 3yrs 2yrs  3yrs
Tr“FgRCSmd Fest  Airline  Feet [Airline  Flest/” Airline  Flest T
Possible Exit Points 21 Year Retirement
Figure 28

Alternative Pilot Career Path

This option does require an alternative to the current up-or-out officer career path. Thus, the two
future career paths would be the current Naval Aviation Command Career and a new second Aviation
Warrior option. The warrior force would always remain in the cockpit, thus greatly increasing current
sguadron experience/readiness, but might not promote beyond O-5 or receive squadron command.

In short, this aviation co-op aternative expands pilot sea duty out to a maximum of 12 years, thus
increasing fleet readiness and extracting more sea service from itstraining dollars. In addition, the Navy
wouldn't have to pay for shore duty flight time proficiency. The individua would be able to begin his
airline seniority earlier, receive double pay especialy during the financialy draining early airline years,

and prolong the military benefits of camaraderie and excitement.
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Appendix D

Organizational Changefor the Navy
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Admiral Reason stated, "American Sailors are used to change and excel at it. The Naval Service
led the way in steam, ironclads, carrier aviation, amphibious warfare, nuclear power, and sea-based
missiles. To preserve our naval preeminence, we must continue to be at the forefront of innovation and
adaptation.'?®*  Evidence suggests that Navy leadership adapts equally as well to significant human
resource challenges, as they have proved throughout the Navy's history. Most recently, the military has
managed to the transition to an al-volunteer force in 1973, rectified the force quality and quantity crisisin
the late 1970's and early 1980's, and reduced forces by over athird in the early 1990's.%

The U.S. Navy, faced with a deficient human resource model and a demanding fiscal
environment, is poised for another sizable change in the way it operates. As the transformation begins,
Navy leadership might benefit from corporate examples of change as well as modern organization change
theory. Peter Senge and John Kotter, both academic authorities on organizational change, offer the

following observations followed by applicable civilian case studies.

Peter Senge on Change®®

An organization will need to do more than come up with a better idea to get a self-sustaining
growth initiative. There are three fundamental reinforcing processes that sustain change by building upon
each other: 1) Enhancing Personal Results, 2) Developing networks of committed people, and 3)
Improving the organization's results.?®’

Any initiative that promises a personal benefit for the people involved is naturally going to garner
their commitment and enthusiasm more easily than an initiative from which they draw no benefit.
Enhancing persona results generates enthusiasm and commitment, which in turn, encourages a greater
investment in the change initiative. Thisleads to greater learning capabilities, which, in turn, lead to even
higher personal results, and so on.?®

Informal networks of managers who are interested and committed to change are key to spreading
learning and building credibility for change initiatives. There are three reasons that explain the informal

network's power. First, these networks are typically aready in place for day-to-day work and are natura
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conduits for new information or learning. Second, information about new programs or change from
people you know and work with is more credible than information for "official channels." Lastly,
experimenting with new ideas requires help and support, which is more likely to come from trusted
colleagues than from the hierarchy.?®

The final reinforcing process of improving the organization's results is the most obvious. When
change and learning can be shown to yield better results, it naturally acquires greater acceptance and

commitment from people.?®

John Kotter on Change®*

John Kotter believes the change process goes through a series of phases that, in total, usually
require a considerable length of time. Skipping steps creates only the illusion of speed and never
produces a satisfying result. Getting a transformation program started requires the aggressive cooperation
of many individuals. Without motivation, people won't help and the effort goes nowhere. Management's
mandate is to minimize risk and to keep the current system operating. Change, by definition, requires
creating a new system, which in turn aways demands |eadership.??

Transformations often begin when an organization has a new head who is a good leader and who
sees the need for amajor change. If the renewal target is the entire company, the CEO isthe key. Inthe
most successful cases, an individual or a group facilitates a frank discussion of potentially unpleasant
facts, "to make the status quo seem more dangerous than launching into the unknown."?** Many
observers believe the Navy's change process has aready begun when the new Chief of Naval Operations
took over and began his dialogue on current Navy challenges.

Kotter contends that a successful change process contains eight steps: Sense of urgency, forming
a powerful guiding coalition, creating a vision, communicating the vision, empowering others to act on
the vision, planning for and creating short-term wins, consolidating improvements and producing till

more change, and ingtitutionalizing the new approach.?*
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Both Senge and Kotter package essentially the same concepts in a different wrapper. Which
wrapper is chosen is not as important as choosing at least one. The following case studies provide insight
on techniques that worked in specific scenarios. It will be important for the 21% Century Navy to choose

acourse that fits its unique circumstances.

Air Force Change

In 1978, Genera W. L. Creech took command of the Air Force Tactical Air Command (TAC),
which was in asorry state. At any one time, half of the planesin TAC's $25 hillion fleet were not battle
ready with more than 220 planes classified as "hangar queens,” grounded at least three weeks for lack of
spare parts or maintenance. TAC pilots, trained at a cost of $1 million each, lacked the flying time
necessary to keep their skills sharp, and the best were deserting the Air Force in droves. So, too, were
mechanics and technicians, frustrated in their jobs and disappointed by the deplorable living conditions at
amost every TAC ingtallation. Perhaps worst of all was the soaring accident rate that resulted in tragic
deaths, unnecessary loss of expensive aircraft, and embarrassment for the service.®®

At the time, he was in charge of 115,000 active duty personnel, 65,000 reserve personnel, 3,800
arcraft, and a discretionary budget of $1.4 billion. He led his forces essentially using four guiding
premises. First, workers are more professional when provided with a professional environment. Second,
workers take more responsibility when they have a sense of ownership. Management control is
established through motivation, not regulation. And finally, consolidation and centralization can lower
output as well as costs®®

In six and a half years, Creech turned his command from the Air Force's worst command to its
best. By thetime heleft TAC, 85% of his airplanes were rated as mission capable as opposed to
approximately 50% when he took command. TAC was capable of launching 6,000 sorties a day; double
what it had been when he arrived at Langley. In peacetime, the crash rate had dropped from one for every

13,000 flying hours to one for every 50,000.%°"
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The transformation was far from easy. For much of the time, it had been a battle, and heads had
rolled. Thelazy and the incompetent, who had found numerous hiding places in a centralized structure,
were smoked out when maintenance operations moved to the flight line and squadrons were held
accountable for their performance. Some had to leave, but many more decided to stay. In 1983, two-
thirds of the first-term mechanics decided to reenlist, or nearly double the rate of 1977, the year before
Creech took command. Second-term retention rates went from 68% to 85% over the same period. Of the
148 wing commanders who served under Creech, only about 3% were relieved for poor performance--
fewer than under any of Creech's three predecessors. Creech emphasizes, "Y ou just don't get results by
going around chopping people's heads off."2%®

Concerning the possibility of decentralization and delegation as loss of control and abdication of
command, General Creech believed the opposite wastrue. "When | left TAC, | had more control over it
than my predecessors. 1'd created leaders and helpers at all those various levels. Without that kind of
network below you, you're aleader in name only.” Furthermore, he states, "It's not really that hard to run
alarge organization. You just have to think small about how to achieve your goals. Theresavery finite
limit to how much leadership you can exercise at the very top...Things are achieved by individuas, by

collections of twos and fives and twenties, not collections of 115,000."2%°

American Express Change

When Lou Gerstner became president of the Travel Related Services (TRS) arm at American
Expressin 1979, the unit was facing one of its biggest challenges in AmEX's 130-year history. Hundreds
of banks were offering or planning to introduce credit cards through Visa and MasterCard that would
compete with the American Express Card. Within aweek of his appointment, Gerstner brought together
the people running the card organization and questioned the principles by which they conducted their
business. In particular, he challenged two widely shared beliefs--that the division should have only one

product, the green card, and that this product was limited in potential for growth and innovation. Gerstner
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also moved quickly to develop a more entrepreneurial culture, to hire and train people who would thrive
init, and to clearly communicate to them the overal direction. He and other top managers rewarded
intelligent risk taking. Asaresult of these and other innovations, TRS's net income increased a
phenomenal 5007% between 1978 and 1987 - a compounded annual rate of about 18%. The business

outperformed many so-called high-tech/high-growth companies.3®

Nationa Football L eague Change

Even the most talented teams can fall into a habit of poor performance. To break that habit, says
one of the NFL's winningest coaches, leaders better be prepared to get in people's faces. Bill Parcells
knows a lot about taking a team that's performing poorly and turning it around after doing it three times.
In 1983, as hisfirst year as a head coach, he led the New Y ork Giants through an abysmal season,
winning only three games. In the next six seasons, the Giants climbed to the top of the league, winning
two Super Bowls. When he became coach of the New England Patriots in 1993, they were coming off
two years in which they'd won a combined total of three games. 1n 1996, they were in the Super Bowl.

In 1997, when he came to the New Y ork Jets, the team had just suffered through a 1-15 season. Two
years | ater, they made it to the conference championship.®**

He believes a key element of leadership isto be honest with people--brutally honest. Y ou have to
tell them the truth about their performance, you have to tell it to them face-to-face, and you have to tell it
to them over and over again. Sometimes the truth will be painful, and sometimes saying it will lead to an
uncomfortable confrontation. The only way to change people isto tell them in the clearest possible terms
what they're doing wrong. And if they don't want to listen, they don't belong on the team.®

He believesif you want to get the most out of people, you have to apply pressure--that's the only
thing that any of usreally respondsto. Creating pressure in an organization requires confrontation, and it
can get very intense, very emotiona. Confrontation does not mean putting someone down. When you

criticize members of the team, you need to put it in a positive context..."| think you're better than you
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think you are," or, "it'sin your best interest if you succeed, and it'sin my best interest if you succeed. We
really want the same thing."®%

When you've done alot of losing, it gets hard to imagine yourself winning. So even as he's
confronting players about their weaknesses, he is aso trying to build a culture of success. That's not
something you can do overnight. You have to go one step at atime. He didn't focus on the ultimate goal-
-getting to the Super Bowl. He established a clear set of goals that are within immediate reach. When
you set small, visible goa's, and people achieve them, they start to get it into their heads that they can
succeed.®

Parcells redlizes that companies today are having trouble hanging on to their best people; theresa
great deal of turnover and not much loyalty. Today, you no longer have the time to develop your talent in
the old way. When he started, coaches reworked maybe 8% or 10% of their teams every year. Now it's
sometimes as high as 30%. This means being extremely careful about the new people that are hired.
Serious damage can be done with afew bad choices. Unfortunately there's no science to picking the right
people. The right one is usually the one who understands what it will take to succeed and is committed to
making the effort. He's convinced that if team members share the same god's and the same passion, and if

they are pushed to achieve at the highest level, the team will come out on top.3%

Ernst & Young Change

During Erngt & Young Transformation in 1993 in the United Kingdom, the steering group found
that the change initiatives were easier for some people to take than others. Y ounger people generally
appeared more willing than those more senior to embrace the initiatives with enthusiasm. A staff member
commented, "l feel sorry for the mid-career people. They were educated in one way and they are being
asked to make radica changes. Mot are coming around over a period of time, but it is difficult for them
to watch the floodgates open. They have to relinquish power and they have to become motivators instead

of controllers. Some just cannot do it."®%®
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Another problem was growing feedback that many in the firm were becoming frustrated with
"initiative overload." People were having a hard time seeing the connections among all of the initiatives.
A senior manager stated, "More links should be established. Many people cannot put the jigsaw puzzle
together." A supervisor echoed, "They talk about change, but no one has said where we are now and
where we are going." Nick Land, the architect for change, felt that it would be an error to over-react
prematurely by creating some over-arching vision or framework. This was partly because he was
convinced with an organization with so many intelligent people, he would never get buy-in if aroute map
was introduced. A manager countered, "I don't mind going on a voyage of discovery, but | would like to

know which ocean | am sailing on."®’

Harley-Davidson Change®®

Of all case studies, Harley Davidson offers perhaps the best correlation to today's Navy. Inthe
late 1980s, Harley-Davidson beat back an assault by Japanese competitors and engineered a remarkable
financial turnaround. But it subsequently faced an even more formidable challenge: maintaining and
improving on its success in the absence of an external crisis. To answer this challenge, then-CEO Rich
Teerlink, partnering with organizational consultant Lee Ozley, threw out the top-down strategies that had
just saved the company and began building a different Harley--one that would be driven not by top
management, but by employees at every level. This success story contains three messages that could be
easily applied to the Navy: people are a company's only sustainable competitive advantage; there is no
"quick fix" to effect lasting, beneficia organizational change; and leadership is not a person, but a process
to which everyone must contribute.

Upon review, Teerlink and Ozley determined that the traditional "command and control”
hierarchies were of limited effectiveness and durability. These hierarchies were borrowed from the
military by the American railroad empires of the late nineteenth century, and they had since been
recreated by most of corporate America. Because they are "top down" and more or less unilateral in their
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decision-making, command-and-control organizations can move quickly in acrisis. When Harley wasin
crisgsin the early 1980s, it benefited significantly from just this kind of decisive, top-down leadership
style.

When the crisis disappears, leaders have to stop taking answers to their people and instead take
guestions to their people. Leaders have to give up on some of the most treasured prerogatives of
management. Instead of demanding compliance, these managers have to earn, and call upon,
commitment.

Building on his own long-held belief that people were the most important resource in any
corporation, Rich began wondering aoud how Harley could provide new kinds of incentives which would
stimulate a broad base of "ownership" across the company. That way, the company would be more likely
to get the best effort out of its employees. In the long run, Harley could survive and prosper only if every
employee took responsibility for leading the company.

Lee Ozley was a student of the organizational theorist Abraham Maslow who argued that absent a
crisis, people rarely commit to a program that is imposed on them. On the other hand, they willingly
commit to a program that they help create. This, Ozley suggested, had profound implications for the
leaders of an organization. Perhaps a"leader” isn't someone who solves al of an organization's problems
unilateraly. Perhaps aleader is someone who effectively identifies and brings together a broad range of
people in a group problem-solving procedure. Thus, a new leadership definition emerged as the process
of creating and sustaining an environment in which people work together toward the achievement of
common goas.

The first step towards the new company environment was for leadership of the organization to Sit
down together an discuss the future they wanted to achieve, a"Vision of ideal future” Thisvisionis
perhaps the key ingredient missing in a successful Navy transformation. Once this common god is
identified, the roadmap and its execution tend to follow typica business models.

A challenging aspect of the transformation was upending the organizational pyramid. As part of

its vison, Harley wanted teamwork without teams. The top-down approach was transformed into a circle
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organization depicted in figure 29, on July 1, 1993. The twelve-page document, titled "The
Organization,” implied that this structure eventually would come to bear on al levels and activities of the
organization. Thistype circle might be applicable to a future Navy's organizationa structure.
Surprisingly, the issue of compensation was addressed in the form of employee motivation
drawing upon the same works this paper cited, those of Maslow and Herzberg. Teerlink and Ozley
identified the fundamental challenge as the need to align peopl€'s intrinsic motivation with the needs and
priorities of the company. One conclusion was that salaries and benefits are only a part of atotality of
rewards and recognition. This totality makes an individual want to be a productive contributor to the

larger organization. They also determined that rewards and recognition must focus on the right things.

Leadership and Strategy
Council (LSC)

Figure 29
Harley-Davidson Circle Organization

Harley began pushing in the late 1980s for variable compensation for al of its employees.

L eadership wanted to make sure that the criteria used to determine variable compensation were closdly
tied, on an annual basis, to the evolving goals of the company. The company's Short-Term Incentive Plan
was changed from being based 100 percent on financial performance to being based on a combination of
financia performance, quality, working capital, and people.

As part of Harley's newly adopted Lifelong Learning environment, the company created the
"Harley-Davidson Leadership Ingtitute” in 1991. The institute formalized and centralized all the various
learning, training, and development initiatives and activities then going on across the company. By 1994,
more than 2000 of the company's 5,800 employees took courses sponsored by the ingtitute.
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In summary, the transformation that Harley undertook was very similar to the one the Navy needs

to begin--one completed in the absence of an outside threat.

Final Thoughts on Change

"We can dways find new possibilities." As Henry Ford said, "Y ou have got to keep going and
going."*® The Navy has always been good at continual change. The historic deficiency of Navy change
is the piecemeal approach towards evolution rather than a big-picture strategic progression.  Another
drawback is the tendency for Navy leadership to shy away from cold hard decisions that often
characterize the civilian business climate. An IBM example lends insight into benefits associated with
tough calls.

Throughout its history, IBM was the most dominant company in the computer industry. From
1980 to 1989, IBM made more money after taxes ($51 billion) than any other company in the world. With
amarket capitalization soaring to $62.4 hillion by 1990, it was aso the most vauable. But by early 1993,
the bottom had fallen out of the company. In 1991, the company had $62.4 billion in revenues, but posted
$2.86 billionin losses. 1992 was even worse. The company lost $4.92 billion, the worst net lossin
American corporate history. In 1993, Louis Gerstner, the former CEO of RJR Nabisco, replaced CEO
John Akers®?°

When Gerstner took over, employees knew that more cuts were imminent. However, Gerstner
took an approach to downsizing that offers a key lesson in turning a company around: If you have to
downsize, do it quick, and do it once. "We need to get behind us this Chinese water torture we have been
going through," Gerstner told employees. "Making reductions dlice by dice, quarter by quarter as we
have over the past couple of yearsis unfair and debilitating."**

There may be long term benefits to getting the pain over quickly rather than dragging out an
easier to sall, short-term, decision that's less effective. Some argue that many of the Navy current
manpower challenges stem from poor decisions made during the 1990s draw down, that were easier to
swallow than the needed across the force cuts.
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