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ACTION
THE WHITE HOUSE

WASHINGTON Last Day - September 21

September 19, 1974

MEMORANDUM FOR: THE RFRESIDENT
FROM: KEN CQLE

SUBJECT: Enrolled Bill H, R, 15406

Attached is the House bill, H.R. 15406, Military compensation,

-~ which revises the method for allocating pay increases for members

of the uniformed services so that such increases are distributed
among basic pay and quarters and subsistence allowances instead
of being allocated entirely to basic pay.

The Counsel's office, the NSC, Bill Timmons, and OMB concur.

RECOMMENDA TION

That you sign the attached bill,




EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

WASHINGTON, D.C. 20503

SEP 13 1974

MEMORANDUM FOR THE PRESIDENT
Subject: Enrolled Bill H.R. 15406 - Military compensation

Sponsor - Rep. Stratton (D) New York and
Rep. Hunt (R) New Jersey

Last Day for Action

September 21, 1974 - Saturday

PurEose

Revises the method for allocating pay increases for members
of the uniformed services so that such increases are dis-
tributed among basic pay and quarters and subsistence
allowances instead of being allocated entirely to basic pay.

Agency Recommendations

Office of Management and Budget Approval
Department of Defense Approval
Department of Transportation Approval
Department of Health, Education and Welfare %Fproval
Department of Commerce o

obj ecti’%rral ly

Discussion

Current law provides that whenever Federal civilian employees
receive a pay raise, a comparable increase in compensation
must be provided for uniformed services personnel. The law
requires, however, that this comparability increase be
provided by an adjustment in basic pay only, despite the

fact that uniformed services personnel are compensated
through quarters and subsistence allowances as well as by
basic pay. Allocating all of the increase in this way tends
to distort the overall uniformed services compensation system.

{ Tk,

<
@
=
o
>
v

__.‘;t“‘lp

N’



e

The enrolled bill is based on an Administration proposal.

It would retain the principle that pay raises for the
uniformed services should be linked to civilian pay
increases, but it would provide a new method for allocating
these pay increases among the various components of uniformed
services compensation. Under H.R. 15406, the President
would be required to increase quarters and subsistence
allowances as well as basic pay. Each of these three
elements of compensation would be increased by the same
percentage increase authorized for Federal civilian pay
rates. This method would ensure that future allowances for
quarters and subsistence would bear a more reasonable relation-
ship to the costs they are intended to cover.

More importantly, enactment of the enrolled bill would result
in significant savings to the Government. Certain overlapping
benefits would be eliminated; e.g. pay increases for members
who are furnished quarters and subsistence at government
expense will not include increases related to food and housing
costs which these members do not have to meet. In addition,
entitlements which are related to basic pay, such as retired
pay, would be reduced somewhat since a smaller amount of
future pay increases would go into the basic pay component.

Savings resulting from this bill will depend, of course, on
the timing and amount of future comparability pay raises.

In its letter on the enrolled bill and in testimony presented
to Congress, Defense indicated that its cost savings would
amount to approximately $3.0 billion over fiscal years 1975-
1979 if (a) the civilian pay assumption in the 1975 budget
were used; i.e. a civilian pay raise of 6.2 percent effective
October 1, 1974, and (b) a 5 percent raise was assumed in
each of the subsequent years. The assumption with respect

to the fiscal year 1975 pay increases may, of course, be
revised in terms of effective date and percentage of increase;
and these changes would have some downward effect on the
estimated savings of $3 billion.

The bill would result in smaller savings for the uniformed
services within the Departments of Transportation, Health,
Education and Welfare, and Commerce.

Bt H. ot /

Assistant Director for
Legislative Reference

Enclosures



OFFICE OF THE SECRETARY OF TRANSPORTATION
WASHINGTON, D.C. 20590

SEP 91974

Honorable Roy L. Ash .

Director

Office of Management and Budget
Washington, D.C. 20503

Dear Mr. Ash:

This is in response to your request for the views of the
Department of Transportation concerning H.R. 15406, an
enrolled bill

"To amend title 37, United States Code, to refine
the procedures for adjustments in military compensa-
tion, and for other purposes."

The enrolled bill would give the President the authority to
make an immediate upward adjustment in the monthly basic pay,
basic allowance for subsistence, and basic allowance for quarters -
of members of the uniformed services whenever the General
Schedule of compensation for Federal classified employees is
adjusted upward. The President's existing authority in the area
(Public Law 90-207) is limited to the adjustment of basic pay

as authorized by section 203(a) of title 37. The enrolled bill -
would, in addition, allow the adjustment of the subsistence
allowance paid under section 403(a) of title 37 and the housing
allowance paid under section 402 of that title. Under current
practice the adjustment made in basic pay is set at a rate which .
will result in an increase in military compensation comparable

to the increase in civilian compensation. In other words, the
percentage increase in military basic pay is usually placed at

a higher rate than the civilian increase to allow for the fact
that the subsistence and housing segments of military compensa-
tion are not increased. Under the enrolled bill the percentage
increase in each of the three areas of basic military compensa-
tion would equate with the percentage increase in civilian pay.
The net effect is that the new system is simpler and more direct
than the old one.

It should be realized that under the enrolled bill members of

the military occupying military housing will benefit less from

an upward adjustment than they do under the current system.
Likewise, members of the military retiring after enactment of

the enrolled bill will also receive a smaller benefit than under
the current system as retired pay is based on basic pay and not
on overall compensation. In our view, the advantages of the
enrolled bill far outweigh these disadvantages.






The Department of Transportation recommends that the President
sign the enrolled bill, H.R. 15406.

AN

Rodney E. Eyste
General Counsel



GENERAL COUNSEL OF THE DEPARTMENT OF DEFENSE
WASHINGTON, D. C. 20301

10 September 1974

Honorable Roy L. Ash

Director, Office of Management
and Budget

Washington, D. C. 20503

Dear Mr. Ash:

Reference is made to your request for the views of the Department
of Defense with respect to the enrolled enactment of H, R. 15406,
an Act "To amend title 37, United States Code, to refine the pro-
cedures for adjustments in military compensation, and for other
purposes. "

The Department of Defense proposed this legislation and suppbrts it in
its entirety.

The bill, as enacted, modifies existing law by changing the method

of allocating pay raises for military personnel. Instead of putting

all of each military pay raise solely into basic pay, future pay increases
would be allocated to all three cash elements of regular compensation:
basic pay, the basic allowance for subsistence, and the basic allowance
for quarters. KEach of the three cash elements would be increased by
the same percentage as future Federal general schedule employee pay
increases and would occur at the same time as such increases.

In addition, the bill as enacted, provides matching Federal civilian

pPay percentage increases to special subsistence allowances which are
paid presently to about 60,000 enlisted members because the govern-
ment is unable to provide rations in kind, and in the relatively few
instances when enlisted members are assigned to duty under emergency
conditions where they must purchase at least two meals per day from
commercial sources such as restaurants or a contract facility. These
special subsistence allowances are paid in lieu of the basic allowance
for subsistence described earlier as a cash element of regular compen-
sation for personnel who so qualify.






ESTIMATED DOD BUDGETARY COST SAVINGS
Considerable cost savings will result from the approval of H. R. 15406
during the current fiscal year and in future years. These cost savings,

using the President's budget for FY 1975 as a basis, are as follows:

(in millions of dollars)

FY 75 FY 76 FY 77 FY 78 FY 79
DoD Savings 1/ $154.7  $346.2  $542.1 $751.0  $976.2
(except retirement)
Retirement Savings 3.1 13.0 30.9 57.1 92. 6
Total DoD Savings $157.8  $359.2  $573.0 $808.1 $1,068.8

1/ These estimates assume a 6. 2% Federal general schedule employee
increase on 1 October 1974 and 5% annual increases thereafter which
result in applying these exact same percentages in basic pay, basic
allowance for quarters and basic allowance for subsistence.
Increases in enlisted subsistence rates apply to all of the following:
(1) when authorized to mess separately and leave rations (2) when
rations in kind are not available and (3) when assigned to duty under
emergency conditions where government messing facilities are not
available.

The Department of Defense recommends that the President approve
H.R. 15406.

Sincerely,

@iﬁrﬁ:ﬁmam



DEPARTMENT OF HEALTH, EDUCATION. AND WELFARE

Honorable Roy L. Ash
Director, Office of Management 4
and Budget SEP 1 1 197

Washington, D. C. 20503
Dear Mr. Ash:

This is in response to Mr. Rommel's request of September 6,
1974, for a report on H.R. 15406, an enrolled bill "To amend
title 37, United States Code, to refine the procedures for
adjustments in military compensation, and for other purposes.”

The enrolled bill would revise the method of allocating
comparability pay increases for active duty members of the
uniformed services so that the increases are distributed
among basic pay, quarters allowance and subsistence allowance.
At present the increases go entirely into basic pay. The
bill would effectively eliminate certain overlapping benefits
now received by uniformed services personnel and over a
five-year period would save the Federal Government about

$3 billion. The enrolled bill is identical in all but a few
minor aspects with the Administration's proposal. The bill
applies equally to all the uniformed services, including the
Commissioned Corps of the Public Health Service.

We récommend that the enrolled bill be approved.

Sincerely,

o e

Se&retary
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THE WHITE HOUSE
WASHINGTON

9/13/74

TO: WARREN HENDRIKS

/24

Robert D. Linder



AETTION MENMORANIIL M WA IR G N LCG O 580
Dute:  September 16, 1974 Tima: 11:00 a, m,

FOR ACTION: Ge6ff Shepard cc (for infcrmetion): Warren K., Hendriks
hil Buchen Jerry Jones
Bill Timmons Paul Theis
) NSsc/s

TETAANTA THTIITY QUL T LTI TR T YN ey
A...’».\)l-’I Fers SRS "F; PRSI SV S AW 4

DUE: Date: Thursday, September 19, 1974 Time: 2:00 p. m.

SUBJECT: Enrolled Bill H, R. 15406°- Military compensation

ACTION REGQUESTZID:

For Necessary Action XX_For Your Recommendations
— Prepare Agenda and Brief Draft Reply
— For Your Comments + Draft Remarks

REMARKS:

~

ﬁ Please return to Kathy Tindle - West Wing
No chpeds
pe

4

 PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate a
delay in submitting the required material, please

telephorne ihe Staff Szcretary immediately. Warrea . Hendriks

* For the President



THE WHITE HOUSE
ACTION MEMORANDUM WASHINGTON LOG NO.: 580

Time: 11:00 a, m,

cc (for information): Warren K. Hendriks

Phil Buchen Jerry Jones
Bill Timmons Paul Theis
NSC/s

FROM THE STAFF SECRETARY

DUE: Date: Thursday, September 19, 1974 Time: 2:00 p. m,

SUBJECT: Enrolled Bill H, R. 15406 - Military compensation

ACTION REQUESTED:

For Necessary Action XX For Your Recommendations
— Prepare Agenda and Brief — Dzaft Reply
— For Your Comments ——— Draft Remarks
REMARKS:

Please return to Kathy Tindle - West Wing

/% A

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate a — - -~
delay in submitting the required material, please

telephone the Staff Secretary immediately. Warren R. Hendriks

For the President



THE WHITE HOUSE

WASHINGTON
September 19, 1974

MEMORANDUM FOR: MR. WARREN HENDRIIDS”(

FROM: ' WILLIAM E, TIMMONS

SUBJECT: Action Memorandum - Log No. 580
Enrolled Bill H,R, 15406 - Military
Compensation

The Office of Legislative Affairs concurs in the attached
proposal and has no additional recommendations.

‘Attachment o - -



."a'\;]"%{‘l‘».\' MEMOLANDUN WA IN G O LCG D 580
Date:  September 16, 1974 Time: 11:00 a. m,
FOR ACTION: Gzy/Sﬁépard cc ({cy infermation): Warren K. Hendriks
il Buchen Jerry Jones
./Bill Timmons Paul Theis
‘ NSC/s :
UROM THE STAVT SRCRITARY
DUE: Date: Thursday, September 19, 1974 Time: 2:00 p. m.
SUBIECT: Enrolled Bill H, R. 15406 - Military compensation
4 )dw’ M
g " Q ¥
ACTION REQUESTZD: W 6
- For Necessary Action XX For Your Recommendations
— Prepare Agenda and Brief Drafi Replv
— . For Your Comments e Draft Reraarks

REMARKS:

~

T ) Please return to Kathy Tindle - West Wing
bsferd nfe % wmdag? ? 1% hsim

I'S Uvemoum ~ 50 L@fs Wit UMHie =

otin Bo ot onVefermad, floawr)

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate a
delay in submitting the required material, please
telephone the Staff Szcretary immediaiely.

$arren XK. Hendriks
Fer the President
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93p CoNGress HOUSE OF REPRESENTATIVES RerorT
2d Session : No. 93-1146

AMENDING TITLE 37, UNITED STATES .CODE, ‘10 REFINE THE
PROCEDURES FOR ADJUSTMENTS IN MILITAR Y COMPENSATION,
AND FOR OTHER PURPOSES

JUNE 25, 1974.—Committee to the Committee of the Whole House on the State
of the Union and ordered to be printed

Mr. StraTTON, from the Committee on Armed Services,
submitted the followiqg

REPORT

[To accompany H.R. 15406]

The Committee .on Armed Services, to whom was referred the bill
(H.R. 15406) to amend title 37, United States Code, to refine the
procedures for adjustments in military compensation, and for other
purposes, having considered the same, report favorably thereon
without amendment and recommend that the bill do pass.

Purpose

The purpose of the hill is to revise the method of allocating compag-
ability pay increases for active-duty members of the uniformed seryices
so that the increases are distributed among basic pay, quarters allow-
ance and subsistence allowance. At present the increases go entirely
into basic pay. :

EXpLANATION OF THE BILL

Public Law 90-207 provides that whenever salary rates for civil
seryice employees under the General Schedule are adjusted upward,
uniformed seryices pay will be comparably increased. General Schedule
salaries are adjusted annually, based on comparability with private
industry. The annual percentage increase in General Schedule Salaries
is applied to Regular Military Compensation (RMC), which is defined
as consisting of basic pay, quarters allowance and subsistence allowance
(in cash and in kind), and the tax advantage on these allowances.
However, the law requires that the amount of the increase be applied
solely to basic pay. Thus basic pay is adjusted in part by increases
applicable to quarters and subsistence allowances.

99-006—74-——1
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Milita ersonnel living and eating in government facilities get
bals\iic-p:;y ilﬁzreases rel:amtedg to the cost of those items although the
cost is borne by the government. In addition, another law provides
for separate adjustments in the subsistence allowance for enlisted

ersonnel. Enlisted subsistence has increased 78 percent since 1967.

effect, the government has been paying twice for some factors in
the comparability pay increase computation. L
The bill will result in savings to the government by elimination of

this double payment. ‘
BackerounDd oF CURRENT Law

The current law, section 8 of Public Law 90-207, specifying the
methodology for military pay raises, was enacted in 1967. The law was
enacted at a time when military pay was acknowledged. to be below
that paid to civilian personnel, and it was contemplated at the time

temporary legislation. ) ) )

» Thep1967r}lrawg;tated the military would receive their pay raise at the
same time and in the same amount as the federal classified raise,
computed on_the then established Regular Military Compensation
concept. The law stated that the entire cash increase, while computed
on Regular Military Compensation, could only be put into basic pay.
Since basic pay is about 75 percent of total RMC, this meant that the
percentage Increase in basic pay would necessarily be larger than the
percentage increase in RMC. ) ) )

In 1971 Congress enacted Public Law 92-129, which provided
substantial additional pay increases for military personnel, particularly
in basic pay for junior enlisted and officer personnel, independent of
the comparability increase formula. Public Law 92-129 also increased
quarters allowance by approximately 35 percent.

The accelerating-increase effect on basic pay of section 8, Public

aw 90-207, coupled with the quantum increase for junior personnel
Ip;rovided by’ PubIl)ic Law 92—12%, has achieved the objective of this
committee of making regular compensation competitive with wages
in the civilian sector. o . )
" ’%‘h% Department of Defense on behalf of the Administration testified
to the position that military pay is now competitive with wages in the
civilian sector and that modification of the matching increase mech-
anism is necessary to ensure cost-effective implementation of future

ay increases.
P %resent law overstates basic pay and understates quarters and sub-
sistence allowances, resulting in allowances appearing to mﬂltaI:y
personnel to be lower than they should be. Putting the increases in
the allowances as well as in basic pay should make the compensation
system more understandable to military personnel in the future.

How H.R. 15406 WiLL OPERATE

H.R. 15406 will retain the principle that military pay raises are to be .

linked to federal civilian pay increases. The bill will change the method

of allocating pay raises. Instead of putting all of each military pay -

raise solely into basic pay, future increases will be allocated to the
three cash elements of RMC.

3

To illustrate how the bill works: Federal civilian employees ‘are
expected to get a pay increase on October 1 this year of approximately
6.2 percent. An increase for military personnel under present law would
result in an 8.1-percent increase in basic pay. The bill will mean basic

pay, quarters allowance and subsistence allowance would each be
increased 6.2 percent.

CommrrreEe REvision

The vast majority of enlisted personnel paid subsistence are those
who are “authorized to mess separately” and receive an allowance in
lieu of eating in a mess_hall. Under the Defense bill, this is the only
subsistence allowance that would have been increased since it is the
allowance that is considered part of the Regular Military Compen-
sation. .

There are two other categories of enlisted personnel who receive
subsistence payments: Approximately 60,000 enlisted members sta-
tioned “where rations in kind are not available” are paid $2.57 per
day. Recruiters are a representative sample of this group. A small
number, less than 1,000, are “assigned to duty under emergency
conditions where no messing facilities of the United States are avail-
able” and are paid $3.42 per day subsistence. These rates are set in
law and have not been changed in many years, The Defense De-
partment took the position that it did not want to change these rates
until it had made a new study of their usefulness.

The committee believes that in attempting to make the compensa-~
tion system more rational and increases more nearly related to the
cost for which they are paid, we should not deny comparable in-
creases to any enlisted personnel receiving subsistence allowances.

The committee, therefore, revised the Defense Department pro-
posal to include these groups in the percentage increases in compensa-
tion. H.R. 15406 is a clean bill that differs from H.R. 13937, on which
hearings were held, only in that it includes these other enlisted sub-
sistence categories in the increases in compensation. ,

The committee believes the Department of Defense should thor-
oughly review the appropriateness of these special allowances in its
quadrennial pay review commencing in January 1975,

MannER 1IN WaHicH SaviNgs REALIZED

The change provided by this legislation will reduce inequities in the
current system and reduce the cost to the government in future pay
increases,

Savings will be realized in three ways: First, the increases in
quarters and subsistence allowances will be incorporated in the match-
ing pay-increase system, eliminating the possibility of separate in-
creases in these allowances which do not take into account the com-
pal(‘fml;ility increases related to the costs these allowances are designed
to defray.

Second, individuals who are furnished quarters and subsistence by
the government will no longer receive in their matching increases in
basic pay an additional amount which is partly based on food and
housing costs, costs which these individuals do not have to meet.
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Third; some additional savings will be re&"lizefl beeause a smaller
amount 'of the inerease in cemﬂgensation will go inte basic pay, thus
reducing the cost of related entitlements which are a function of basic
pay. These related items include retired pay, Reserve drifl pay, separa-
tion pay, pay of cadets and midshipmen and the governiment’s con-

ibution to social security.
tn’ll)‘%?al(;'révtision made by %The bill will result in somewhat smaller cash
increases for those provided allowances in kind that would be the cals)e
under present law, but the internal equity of the system would 3
improved since this group is not faced with the increased housing an
food costs associate Wilt lifviﬁlg oi;hthg_ﬁngar; e;z?;:)xlrgél.

i e examples of how the bill aflects | :

ggg’gﬁg 31‘6.,‘;-1)312611(3 increase for General Schedule employees
next October, a recruit living in the barracks and eating In a gov-
ernment dining hall would receive a $20.10-a-month or 6.2 .pemerll(ti
increase in basic pay, whereas under the current law the recruit wou !
have received a $26.40, or 8.1-percent increase in basic pay. A t,y‘p‘lca;1
enlisted member in pay grade E-5, with dependents, who 1s fu;'nlsheh
quarters by the government but who receives subsistence n eas
would receive a 6.2-percent or $30.30-a-month increase 1n basic paly
and a $4.26-a-month or 6.2-percent increase in his subsistence al-
lowance compared with an 8.1-pezeent or $39.30-per-month increase
in basic pay under the present system. _ )
m}; ?;ypii)cgi enlisted riﬁ)ember in pay grade E-7. with dependents,
who resides in the civilian community would receive a 6.2-percent
increase in all three cash elements; that is, $48.60 in basic pay, $9}.30
in quarters allowance and $4.26 in subsistence, for a @otal monthly
increase of $62.76. Under the present system, he would have received
an 8.1-percent or $63.60-a-month increase in basic pay.

CoMpPTROLLER GENERAL DECISION

Tn addition to being requested by the Department qf Defense, the
legislation has been ugrged by the Comptroller General following an
analysis of the pay system by the General Accounting Oﬂiqe, entitled
‘«Information and Observations on the Need to Revise the Method of
Increasing Military Pay.”” The GAO people will be found in the

Committee hearing.
Fiscan DaTa

Enactment of this legislation will result in & reduction in budgeting
' i nts. ) .
re(%ltmi‘snela:timated that the bill will result in savings in the Defen}sle
budget in fiscal year 1975 of $157.8 million. This is based on J‘Zh e
assumption of an active-duty pay raise 1n October andkrepresent% ei
savings that would accrue for the remaining nine months of the lsesi

ear. The estimated pay increase in October for civilian personnel,
and therefore the estimated increase 61% each oftthe three cash elements

military pay if the bill passes, is 6.2 percent. ) .
of It is nI(')}; I1))0:)srsib1e to est?mate the long-range savings with _premsmg
as it is not possible to say in advance how much civil service pay, an
therefore military compensation, will be increased in future years.
However, the Defense Department estimates that the cumulative

-

q”

savings at the end of the fifth year; that is, the sum of the savings for
all five years, will be approximately $3 billion.

The following' table provides thé Defense Department estimate of
the annual savings fer fiscal years 1974-1979:

'ESTIMATED DOD COST SAVINGS UNDER H:R. 15401 12
[tn milfiotrs of dotlars]

Fiscal year—
1975 1976 1977 1978 1978
DOD savings (except refirement)..__.._ 154.7 352.4 551. 6 763. 9 902, 8
Rétirdrment savings______________._____ 31 13.0 309 5.1 92.6
Total DOD savings 157.8 365.4 582.5 821.0 1,085 4

1 These dstithates assume a 6.2 percent generat sehedultr increliee on Ogt. 1, 1974, and 5 pereent annually feraafter.
2 Proposed change prevides 4 6.2 pereent inctease in basie pay, basic allowance for ?umefs, and basic allowance for

subsistence on Oct. 1, 1974. Basic pay, basic aflowance for quarters, and basic allowante for sabSistere increase 5 parcent
annually from 1975 throush 1978

DEeEPARTMENTAL Data

~The bill is part of the legislative program of the Department of
Defense, as indicated in the correspondence below, which is hereby
made a part of this report. The Department iitially requested legis-
lation in March 1973 that would have provided the President discre-
tionary authority to set varying rates of increase for the three elements
of compensation (basic pay, quarters allowance and susbistence
allowance). That proposal was introduced as H.R. 10370. In 1974 the
Department submitted a modified proposal to provide that all three
cash elements of compensation be increased by the same percentage.
It is this latter proposal which the committee has adopted.

ASSISTANT SECRETARY OF DEFENSE,

Washington, D.C., March 29, 1974.
Hon. CarL ALBERT,

Speaker of the House of Representatives,
Washington, D.C.

Dear MR, Seeaksr: This report on the adequacy of pays and al-
lowances of the uniformed services is submitted in compliance with the
provisions of section 1008(a) of title 37, United States Code. This
section provides that the President shall direct a review of the ade-
quacy of pays and allowances of members of the uniformed services,
ahd shall submit to the Congress a detailed report sumtharizing the
résults of such an annual review together with any recommendations
for adjustments in the rates of pays and allowances authorized under
title 37, United States Code.

Section 1008(a) of title 37, United States Code was enacted in 1965.
In 1967, the Congress modified the scope of its requirements with the
passage of section 8 of Public Law 90-207. With this law, the Congress
ensured that whenever the General Schedule of compensation for Fed-
eral classified employees is adjusted upwards, there shall immediately
be placed in effect a comparable adjustment in the monthly basic pay
authorized members of the uniformed services.
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On October 1, 1973, Federal civilian employees were authorized a
4.77 percent pay increase. The operation of Public Law 90207 ini-
tiatetf an equal increase in the regular compensation of the uniformed
services. This increase, when allocated only to the basic pay element of
regular compensation, translated to 6.16 percent. The cost of this pay
raise will be $830 million for FY 74 (only for nine months) and $1,108
million for FY 75 (twelve months). The details of the computation of
the October 1, 1973, increase are shown in attachment 1. )

The Department of Defense submitted a legislative proposal with
last year’s annual report which would modify the current pay increase
methodology expressed in Public Law 90-207. The proposal was in-
troduced in Congress in September, 1973, as H. R. 10370. It was in-
tended to maintain the quarters and subsistence allowances at a more
reasonable relationship to the expenses they are supposed to defray
while maintaining the matching increase mechanism embodied in
existing law and reducing military personnel costs in future years.

Continued study has been given to_this legislative proposal (H.R.
10370) since its submission. As a result we believe the intended pur-
pose of the measure can be best achieved and desired equity insured
by modification of the previously proposed legislation to specify the
precise manner in which future matching military pay increases
would be made. .

Therefore, attached is proposed legislation which modifies last
year’s proposal (attachment 2). This proposal if enacted should ensure
that both Defense and Congressional intents with regard to equitable
pay increases for military personnel are achieved in the future. It
would achieve the same objectives as last year’s proposal, i.e., main-
tain matching increases to improve the credibility of the allowances,
and reduce costs. The primary change is that it would ensure members
of the uniformed services that future increases in their basic pay,
basic allowance for subsistence, and basic allowance for quarters will
be of the same percentage as the average increase received by Federal
civilian employees. If enacted prior to the next general pay increase,
a conservative estimate indicates that savings of more than $3 billion
will accrue over the next five year period.

The estimated cost savings in the Department of Defense budget
during the next five fiscal years if the attached legislative proposal
is enacted prior to October 1, 1974, are as follows:

Budget savings
[Dollars in millions]

Fiscal year 1075 - _ e mmmmmmmmm——mmee $160. 6
Fiscal year 1976 . - mmmm——e e 365. 4
Fiscal year 1977 _ . e 582. 5
Fiscal year 1978 _ _ e 821. 0
Fiscal year 1979 o o oo - 1, 085. 4

The revised proposal has the full support of the Secretary of De-
fense. This proposal is a part of the Department of Defense legislative
program for the 93d Congress, and the Office of Management and
Budget has advised that the enactment of the proposal would be in
accord with the program of the President. It is recommended that the
proposed legislation be enacted by the Congress.
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There were other legislative proposals submitted during the past
year designed to improve the capability of the Department of Defense
to fulfill manpower requirements in the most cost effective manner.
The annual review of the adequacy of pay and allowances is concluded
with a brief discussion of these proposals. ' '

The Uniformed Services Special Pay Act of 1973 was submitted to
the Congress as promised in last year’s report. Due to the complexity
of this proposal and the urgent need for several of its entitlements,
that proposal was subdivided and its three most critical provisions
were submitted as two separate proposals. These proposals are:
(1) “Armed Forces Enlisted Personnel Bonus Revision Act of 1974”
(S. 2771), and (2) the Revision of the Special Pay Structure Relating
to Medical Officers of the Uniformed Services (S. 2770) which provides
for increased incentives for physicians. These two proposals were
passed by the Senate in December, 1973, and reported by the House
Armed Services Committee on March 1, 1974. Enactment will sig-
nificantly improve the Department of Defense’s ability to compete for
required skills and manpower.

Legislation affecting flight pay was forwarded to Congress in May,
1973, and was passed with changes by the House on February 21,
1974, as H.R. 12670. It would restructure flight pay in that junior
aviators would receive more money while senior personnel, where
performance and retention problems are less, would be paid less. This
restructuring should help retain more junior personnel, and reduce the
cost of training replacements.

Finally, Public Law 93-64 enacted in July, 1973, made permanent
the rates for the basic allowance for quarters for junior enlisted per-
sonnel. More importantly, it removed the legal language which stated
these personnel were ‘‘considered at all times to be without de-
pendents”.

' Sincerely,
: WirLiam K. Brerm.

Attachments.

CALCULATION OF OCTOBER 1, 1973, MILITARY PAY INCREASE

Objective: To provide all personnel of the uniformed services with
an overall average increase which equates to that provided General
Schedule employees, as required by section 8 of Public Law 90-207.
That law provides that whenever the general schedule of compensation
for Federal classified employees is adjusted upwards, there shall
immediately be placed into effect a comparable upward adjustment
in the basic pay of members of the uniformed services. This basic pay
adjustment must provide all personnel of the uniformed services with
an overall increase in regular compensation which equates to the
salary increase provided General Schedule employees.

The average increase in salary for General Schedule employees was
4.77 percent, effective October 1, 1973. The objective of the followin%
analysis is to determine what percentage increase in basic pay wil
provide the members of the uniformed services with an average
increase in Regular Military Compensation of 4.77 percent.
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The snnuslizéd active force Regular Military Compensation for the
purpose of this computstion is as follows:

[Dollars in millions]

T T o e 14, 724. 73
Quarters and subsistence_ . _ . ___________________________________ 13, 861. 34
Fedéral incomre tax advantage__ . ___ ____ o ____- 880 89

___________________________________________________ 19, 466. 96
1 Includes cost of quarters and subsistence furnished.

A 4.77 percent in¢tease in regular compensstion is computed by
multiplying 4.77 percént times $19,466.96 million. This equals $928.6
million which when applied to basic pay resulfs inc aft increase of 6.16
percent (after deducting tax advantage) in the basic pay for every
membef of the uniformed $érvices.

Attached are cost estimates for FY 1974 and FY 1975.

Cost estimates for a 6.16-percent in basic pay, effective October 1, 1973
[Dollars in millions]

TFiscal yéar 1974 cost (Oct. 1, 1973 to Juhe 30, 1974):

BaSIC DAY . e $680. 6
Pay related items ¥ _ _ __ e 134. 0
Total Départment of Defetise cost. .. .____________ 814. 6
Other uniformed serviees_ _ . ________________________.__.__ 15.5

Total fiscal year 1974 COStS_ - - oo oo 830. 1

Fiseal year 1975 costs:

Basic pay_ . e 907. 4
Pay related ttems 1_ _ . _ . 179.7
Total Department of Defense cost_ . _________ 1,087. 1
Other uniformed serviees. . _ .. . __. 20. 6

Total fiseal year Y875 costs_ - - o 1,107.7

1 Pay related items vary with changes in basic pay and consist of: reenlistment bonus, FICA, Reserve,
ang Nati(glal Guard, death gratuities, continuation pay, separation pay, pay of Cadets and Midshipmen,
and retired pay.

A BILL To amend title 37, United States Code, to refine the procedures for
adjustmeénts in militdty compensation and for othet purposes

Be it enacted by the Senate and House of Representatives of the United
States of America in Congress assembled, That chapter 1 of title 37,
United States Code, is amended by amehding section 101 as folllws:

“(25) ‘Regular Compensation’ or ‘Regular Military Compensation
(RMC)’ means the total of the following elements that a member of
a uniformed service accrués or receives, directly or indirectly, in
cash or in kind every payday: basic pay, basic allowance for quarters,
basic allowance for subsistence, and Federsl tax advantage accruing
to the aforementioned allowahces because they are not subject to
Federsdl income tax.”

Sec. 2. Chapter 3 of title 37, United States Code, is amended by
amending section 203(a) to read as follows:

‘“(a)y The rates of monthly basic pay for members of the uni-
formed services within each pay grade are those prescribed in
accordance with section 1009 of this title.”

9

fgl?EC. 3. Chapter 7 of title 37, United States Code, is amended as
lows:
(1) By amending section 402(a) to read as follows:

“(a) Except as otherwise provided by law, each member
of g uniformed service wha is entitled ta basic pay is entitled
to a basic allowance for subsistence as set forth in this
section.”

(2) By amending the fourth sentence of section 402(b) to read
as follows: ) .

“The allawance for enlisted members who are on leave,
or are otherwise authorized to mess separately, is at the rate
prescribed in accordance with section 1009 of this title.”

(3) By amending the first sentence of section 402(c) ta read
as follpws:
. “An officer of a uniformed service wha s entitled to basic pay
is, at all times, entitled ta the basic allowance for subsistence
at the monthly rate prescribed in accordance with segtion
1009 of this title.”
(4) By amending section 402(d) by—
(A) inserting ‘‘described below” after “‘services”; and
(B) striking out the item relating ta ‘“‘Officers”.
(6) By amending section 403(a) to read as follows:

“(a) Except as otherwise provided by law, a member of 8 uniformed
service who is entitled to basic pay is entitled to 8 basic allowance for
quarters at the manthly rates prescribed in accordance with section
1009 of this title, according to the pay grade in which he is assigned
or distrihuted for basic pay purposes.”

Sggc. 4. Chapter 19 of title 37, United States Code, is amended by
adding the following new section after gection 1008 and inserting a
corresponding item 1n the chapter analysis:

““§ 1009. Adjustments of compensation

“(a) Whenever the General Schedule of compensation for Federal
classified emplayees gs cantajned in section 5332 of title 5, United
States Code, is adjusted upwards, the President shall immediately
make an upward adjustment in the—

(1) monthly basic pay authorized members of the uniformed
seryices by seetjon 203(a) of this title;

“(2) bgsic allowance for subsistence authorjzed enlisted mem-
bers on leave or otherwise autharized to mess separately, and
officers, by section 402 of this title; and

“(3) basic allowance for quarters authorized members of the
uniformed services by section 403(a) of this tjtle.

“(b) An pdjustment under this section shall have the force and
effect of law and shall—

“(1) carry the same effective date as that applyipg to the com-
pensgtion adjustments provided Gengral Schedule employees;

“(2) be based on the rates of the various glements of compep-
sation, as defined in, or made under, section 8 pf the Act of
December 16, 1067, Pub. L. 90-207 (81 Stat. 654), section 402 or
403 of this title, or this section; and '

“(3) provide all eligihle members with an jncrease in each
element of compensation, set forth in subsection (a) of this section,
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which is of the same percentage as the overall average percentage
increase in the General Schedule rates of basic pay for civilian
employees.”

Skc. 5. Until the effective date of the first upward adjustment in the
rates of monthly basic pay for members of the uniformed services
made by the President under section 1009 of title 37, United States
Code, as added by section 4 of this Act, after the effective date of this
Act, the rates of monthly basic pay for members of the uniformed
services authorized by section 203(a) of that title are those prescribed
by Executive Order 11740 of October 3, 1973, which became effective
on October 1, 1973.

Skc. 6. Until the effective date of the first upward adjustment in the
rates of basic allowance for subsistence for enlisted members on leave
or otherwise authorized to mess separately, and officers, made by the
President under section 1009 of title 37, United States Code, as added
by section 4 of this Act, after the effective date of this Act, the rates
prescribed under section 402 of title 37, United States Code, as it
exisged on the date before the effective date of this Aect, shall continue
in effect. .

Skc. 7. Until the effective date of the first adjustment in the rates of
basic allowance for quarters for members of the uniformed services
made by the President under section 1009 of title 37, United States
Code, as added by section 4, of this Act, after the effective date of this
Act, the rates of basic allowance for quarters preseribed in section
403(a) of title 37, United States Code, as it existed on the day before
the effective date of this Act, shall continue in effect.

Sec. 8. Section 8 of the Act of December 16, 1967, Pub. L. 90-207
(81 Stat. 654) is repealed. :

Swc. 9. This Act is effective upon enactment.

ASSISTANT SECRETARY OF DEFENSE,
Washington, D.C., March 30, 1973.
Hon. CARL ALBERT,
Speaker of the House of Representatives,
Washington, D.C. ‘

Dear MR. SpeakER: This report on the adequacy of pays and
allowances of the uniformed services is submitted in compliance with
the provisions of section 1008(a) of title 37, United States Code. This
section provides that the President shall direct a review of the ade-
quacy of pays and allowances for members of the uniformed services,
and shall submit to the Congress a'detailed report summarizing the
results of such an annual review together with any recommendations
for adjustments in the rates of pays and allowances authorized under
title 37, United States Code.

Since the enactment of section 1008 (a), title 37, United States Code,
the Congress has modified these requirements with the passage of
section 8 of Public Law 90-207, December 16, 1967. With this provi-
sion, the Congress ensured that whenever the General Schedule of
compensation for Federal classified employees is adjusted upwards,
there shall immediately be placed into effect a comparable adjustment
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in the monthly basic pay authorized members of the uniformed
services.

During FY 1972, Public Law 92-129, ‘“The Military Selective
Service Act,” which was enacted in 1971, provided reasonably com-
petitive levels of military pay for the first time in recent history. Since
then, the operation of Public Law 90-207 has maintained these com-
petitive levels by providing basic pay inecreases of 7.21 percent and
6.69 percent on January 1, 1972, and January 1, 1973, respectively.
The cost of the latter increase for the period January 1-June 30, 1973,
will be $.58 billion and for FY 1974, $1.17 billion. The details of the
computation of the January 1,1973, increase are shown in attachment 1.

The President’s goal of an all-volunteer force adds a new dimension
to our annual appraisal of the adequacy of military pay. Military pay
in general may be quantitatively determined to bear a reasonable
relationship to the pay for similar work levels in the civilian economy.
However, the question of adequacy can only be addressed in terms of
whether military pay levels allow us to compete suecessfully in the
labor market for the numbers and quality of individuals which fulfill
Department of Defense manpower requirements. For the most part,
we believe that our pay levels are adequate to allow us to compete
successfully for the numbers and quality of personnel required for the
armed forces. Only experience in an all-volunteer environment will
prove or disprove the accuracy of this estimate.

It must be stressed, however, that even with the reasonably com-
petitive levels of pay and other actions associated with the objective
of an all-volunteer force, the Department of Defense remains at a
disadvantage in competing for specialists whose skills command
premium wages in the civilian economy. To counter this, the Depart-
ment of Defense needs flexible incentive authorities, over and above
established pay levels. Such authorities are contained in the
“Uniformed Services Special Pay Aect of 1973’ which will be sub-
mitted to Congress in the near future. Early enactment of this legis-
lation is considered the critical second step in achieving and main-
taining an all-volunteer force.

One final measure which merits early consideration by the Congress
is a refinement of the matching increase mechanisms of section 8 of
Public Law 90-207. Although it is absolutely essential to preserve the
legislated relationship between military and civilian pay, the recent
restructuring of the military pay schedule and other advancements in
military compensation make this a propitious time to ‘‘fine tune’ the
mechanisms for maintaining this relationship. The attached proposal
accomplishes this adjustment by modifying the existing provisions of
Public Law 90-207.

The proposal retains the matching increase principle embodied in
existing law. Additionally, it incorporates a desirable feature of flex-
ibility mm the system by providing the President with discretionary
authority to distribute among the several cash elements of Regular
Military Compensation (RMCQC), (basic pay, quarters and subsistence
allowances), any increase in RMC that is required to match an in-
crease in the pay of Federal classified employees. There are both
economic and mtrinsic advantages to granting this flexibility.
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More explicitly, since 1967, the military member has reeeived six
increases in RMC as a result of Public Law 90-207. Nevertheless,
despite the implicit increass in all elements of RMC intended by the
Congress, the basic eharacteristic of the present system of limiting
adjustments exclusively to equal percentage incresses in hasic pay has
eaused most members to perceive their allowances at substantially
below actual expenses in the economy. This reinforces a basic premise
that so long as members of the armed forces are campensated under &
basie pay and allowances system, it will he necessary to adjust
periodieally the allowances for quarters and subsistence in erder to
ensure that these elements of compensation are adequate to fulfill
their intended purpose. ) .

The revised system recognizes this requirement and provides a
means to adjust the cash elements to keep pace with increases in oosts
of living. Although this revised system may result in a somewhat
smaller cash inerease for those provided allowances in-kind than they
would have received under Publie Law 90-207, internal equity is
preserved sinee this group is not faced with the incresses in housing
and food assaciated with living en the civilian economy.

The explicit inereases in the allowances, as well as basic pay, en-
visioned in this proposal will provide the member with allowances
which bear s more reasonable relationship to expenses actually
incurred in the civilian economy. Accordingly, the member will have a
greater appreeiation of the intent of the Congress when it legislated
that military compensation would keep pace with trends in the civilian
economy. )

From a cost effectiveness standpoint, the flexibility to adjust all cash
elements of campensation instead of basic pay alone, will enable the
Department of Defense to reduce future retired pay costs to some ex-
tent. These savings ean be aehieved while at the same time ensuring
that the active duty member is provided economic improvement com-
parable to that received by his civilian counterpart.

Sincerely,
Roeer T. KELLEY.

Attachments,

CALCULATION OF PROPOSED JANUARY 1, 1973, MILITARY PAY INCREABE

Objective: To provide all personnel of the uniformed services with
an overall average increase which equates to that provided General
Schedule employees, as required by section § of Public Law 90-207,
That law provides that whenever the general schedule of compensation
for Federal classified employees is adjusted upwards, there shall
immediately be placed into effect a comparable upward adﬁ:tmeqt
in the basic pay of members of the uniformed services. This basic
pay adjustment must provide all personnel of the uniformed services
with an overall increase in regular compensation which equates to the
salary increase provided General Schedule employees. )

The Office of Management and Budget (OMB) has estimated the
average increase in salary for General Schedule emplayees ta be 5.14
percent effective January 1, 1973. The objective of the following
analysis is to determine what percentage increase in basic pay will

18

provide the members of the uniformed services with an average in-
¢rease in Regular Military Compensation of 5.14 percent.

The annualized active force Regular Military Compensation for
the purpose of this computation is as follows:

1 Dollars in Millions}

Basic PAY - e $14, 389. 7
Quartera and subskstence_____________________ . _______ 13,933.0
Federal income tax advantage_________________________________.. 2868.9

Total . oo __._ et et enoan 19, 191. 6

1 Incldes dost of quatters and subsistence lurnished.
2 Deés not reflect special tax exemptions for personnel in combat areas.

A 5.14 percent increase in regular compensation is computed by
multiplying 5.14 percent times $19,191.6 million. This equals $987.0
million which when applied to basic pay results in an increase of 6.69
percent in Basic Pay across the board.

Attached are cost estimates for FY 1973 and FY 1974.

Cost estimates for 6.69-percent increase in basic pay effective Jan. 1, 1978

{Dollats in millions)

Fiseal year 1973 cost (Jan. 1, 1973-June 30, 1973):
Basie PAY - oo e e m $477. 5
Pay-related items 1 _______________ s 91. 6
Total Department of Defense eost_ .. ... ... . __._______.._ 569. 1
Other uniformed serviees_ . . ___ . __. 10. 3
Total, fiscal year 1873___._ emean e emceim———n 579. 4

Fiseal year 1974 cost (July 1, 1973-June 30, 1974):
Basie pay.- - e 9480
Pay-related items 1_.___ . i 200. 4
Total Department of Defense cost- ... _________.__._ 1,148. 4
Other uniformed SeTvViCes. - - oo oo 22.1
Total, fiscal year 1974_____ e e 1,170. 5

1 Pay related items are compenSation elements whioch vary with echanges in basic pay and consist of: re-
enlistrment bonus, FICA, Reserve and National Guard, death gratuities, continuation pay, separation pay,
and pay of Cadets and Midshipmen.

A BILL TO AMEND TITLE 37, UNITED STATES CODE, TO REFINE
THE PROCEDURES FOR ADJUSTMENTS IN MILITARY COMPENSA-
TION AND FOR OTHER PURPOSES

Be it enacted by the Senate and House of Representatives of the United
States of America in Congress assembled, That chapter 3 of title 37,
Pﬁ'ted States Code is amended by amending section 203(a) to read as

ollows:

“(a) The rates of monthly basic pay for members of the uniformed
services within each pay grade are those prescribed by the President in
accordance with section 1009 of this title.” @

Sec. 2. Chapter 7 of title 37, United States Code, is amended as
follows—

(1) by amending the fourth sentence in section 402(b) to read
as follows:
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“The allowance for enlisted members who- are on leave, or are
otherwise authorized to mess separately, and for officers, shall be

equal to the cost of the ration as determined by the Secretary of

Defense.”; )
(2) by striking out the following item in the table in section
~402(d):
OO e e mm————————————— $47.88 a month.”;
and

(3) by amending section 403(a) to read as follows:

“(a) Except as otherwise provided by this section or by

another law, a member of a uniformed service who is entitled

‘to basic pay is entitled to a basic allowance for quarters

at the rates prescribed by the President in accordance with

section 1009 of this title, according to the pay grade in

which he is assigned or distributed for basic pay purposes.”

Sgc. 3. Chapter 19 of title 37, United States Code, is amended by

adding the following new section after section 1008 and inserting a
corresponding item in the chapter analysis:

“§1009. Adjustments of compensation by the President

“(a) Whenever the General Schedule of compensation for Federal
classified employees as contained in section 5332 of title 5, United
States Code, is adjusted upwards, the President shall immediately
make an upward adjustment in the regular compensation of members
of the uniformed services. An adjustment under this section may be
applied to any one or more of the elements of regular compensation.

‘“(b) An adjustment under this section shall have the force and
effect of law and shall— _

“(1) provide all personnel of the uniformed services with an
increase in regular compensation which equates on an overall
average to that provided General Schedule employees;

“(2) be based on the rates of the various elements of regular
compensation that existed at the time of the last increase in regu-
lar compensation made under section 8 of the Act of December
16, 1967, Pub. L. 90-207 (81 Stat. 654), or under this section;

¢(3) include as part of the overall increase adjustments in any
of the elements of regular compensation which have occurred
since the last increase in regular compensation made under sec-
tion 8 of the Act of December 16, 1967, Pub. L. 90-207 (81 Stat.
654), or under this section; and .

““(4) carry the same effective date as that applying to the com-
pensation adjustments provided General Schedule employees.

“(¢) For the purposes of this section, ‘regular compensation’ means
basic pay, quarters and subsistence allowances (either in cash or in
kind), and the tax advantage on those allowances.”-

Skc. 4. Until the effective date of the first upward adjustment in
the rates of monthly basic pay for members of the uniformed services
made by the President under section 1009 of title 37, United States
Code, as added by section 3 of this Act, after the effective date of this
Act, the rates of monthly basic pay for members of the uniformed
services authorized by section 203(a) of that title are those prescribed
by Executive Order 11692 of December 15, 1972, which became effec-
tive on January 1, 1973.

——

o—
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Sec. 5. Until the effective date of the first adjustment in the rates
of basic allowance for quarters for members of the uniformed services
made by the President under section 1009 of title 37, United States
Code, as added by section 3 of this Act, after the effective date of this
Act, the rates of basic allowance for quarters prescribed in section
403(a) of title 37, United States Code, as it existed on the day before
the effective date of this Act, shall continue in effect.

Skc. 6. Section 8 of the Act of December 16, 1967, Pub. L. 90-207

(81 Stat. 654) is repealed. .. . ’
Sgc. 7. This Act1s effective upon enactment.
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SUMMARY
PURPOSE OF THE BILL

The purpose of H.R. 15406 is to revise the method of allocating

comparability pay increases for active-duty personnel of the uniformed
services.

FISCAL DATA

There will be a reduction in budgetary requirements of the Depart-
ment of Defense as a result of enactment of this bill. It is estimated
that the budget savings for the first nine months of fiscal year 1975,
based on the assumption of a 6.2-percent pay increase on October 1,
1974 will be $157.8 million. The cumulative five-year savings under
the bill is approximately $3 billion.

DEPARTMENTAL DATA

H.R. 15406 embodies a legislative proposal of the Department of
Defense.

COMMITTEE POSITION

The Committee on Armed Services, on June 20, 1974, a quorum
being present, approved H.R. 15406 by voice vote and recommends its
enactment without amendment.



Calendar No. 1081

93p CONGRESS SENATE REPORT
2d Session No. 93-1132

AMENDING TITLE 37, UNITED STATES CODE, TO REFINE THE
PROCEDURES FOR ADJUSTMENTS IN MILITARY COMPENSATION, '
AND FOR OTHER PURPOSES ‘

SepTEMBER 3, 1974.—Ordered to be printed

Filed under authority of the order of the Senate of August 22, 1974

Mr. Nouwnn, from the Committee on Armed Services,
submitted the following

REPORT
[To accompany H.R. 15406]

‘The Committee on Armed Services, to whom was referred the bill
(H.R. 15406) to amend title 37, United States Code, to refine the
procedures for adjustments in military compensation, and for other
purposes, having considered the same, report favorably thereon
Wit]IJ)OUt amendment and recommend that the bill do pass.

Purrosk

The purpose of the bill is to revise the method of allocating pay
increases for active-duty members of the uniformed services so that
the increases are distributed among basic pay, quarters allowance
and subsistence allowance. Under current law, the increases go en-
tirely into basic pay.

ComMiTTEE COMMENT ON AMENDATORY LANGUAGE IN BILL

The committee recognizes that the amending language of the first
section of the bill which adds a new definition at the end of section 101
of title 37, United States Code, is not, from a technical standpoint, as
precise as it might have been. There is no doubt that the House in
passing H.R. 15406 intended the new definition to be added at the end
of section 101 of title 37 as does this committee. In the interest of
time, and since there is no doubt regarding the intent of Congress, the
committee does not consider it necessary to return the bill to the
House with a minor technical amendment to the amending language
adding the new definition.



2

Bacrerounp or CURRENT Law

The current law, section 8 of Public Law 90-207, specifying the
methodology for military pay raises, was enacted in 1967. The law was
enacted at a time when military pay was acknowledged to be below

_that paid to civilian personnel, and it was intended at that time as
temporary legislation.

The 1967 law stated the military would receive their pay raise at the
same time and in the same amount as the General Schedule raise,
computed on the then established Regular Military Compensation

" (RMC). The law stated that the entire cash increase, while computed
on RMC, could only be put into basic pay. Since basic pay is about 75
percent of total RMC, this meant that the percentage increase in
basic pay would necessarily be larger than the percentage increase
in RMC. : .

In 1971 Congress enacted Public Law 92-129, which provided
substantial additional pay increases for military personnel, particularly
in basic pay for junior enlisted and junior officer personnel, inde-

pendent of the comparability increase formula. Public Law 92-129

also increased quarters allowance by approximately 35 percent.

The Department of Defense on behalf of the Administration testified
that military pay is now competitive with wages in the civilian sector
and that modification of the matching pay increase mechanism is
necessary to ensure implementation of future pay increases. -

Present law places a disproportionate amount of each increase in
basic pay while understating the quarters and subsistence allow-
ances. This results in these allowances appearing to military personnel
to be lower than they should be. Putting the increases in the allow-
ances as well as in basic pay should make the compensation system
more understandable to military personnel in the future.

How H.R. 15406 WirL. OPERATE

H.R. 15406 will retain the principle that military pay raises are to be
linked to federal civilian pay increases but will change the method
of allocating pay raises. Instead of putting all of each military pay
raise solely into basic pay, future increases will be allocated to the
three cash elements of RMC—basic pay, Basic Allowance for Quarters
and Basic Allowance for Subsistence. ' -

To illustrate how the bill works: if Federal civilian employees were
to receive a pay increase on October 1 this year of approximately 6.2

percent this would result in an increase for military personnel under

present law of 8.1 percent in basic pay. The bill will provide that
basic pay, quarters allowance, and subsistence allowance would each
be then increased by 6.2 percent.

Basic ALLowANCE FOR SUBSISTENCE UNDER BILL

The vast majority of enlisted personnel paid subsistence are those
who are “‘authorized to mess separately” (including personnel on an
authorized leave of absence) and receive an allowance in lieu of
eating in a mess hall. Under the Defense bill, this is the only sub-
sistence allowance that would have been increased since it is the
allowance that is considered part of the Regular Military Compen-
sation.. o
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There are two other categories of enlisted personnel who receive
subsistence payments. The first category is the approximately 60,000
enlisted members stationed ‘“where rations in kind are not available”
who are paid $2.57 per day. Recruiters are a representative sample of
this group. The second category is the fewer than 1,000 enlisted
personnel “assigned to duty under emergency conditions where no
messing facilities of the United States are available” who are paid
$3.42 per day subsistence. These rates are set in law and have not been
changed in many years. The Defense Department took the position
that it did not want to change these rates until it had made a new
study of their usefulness.

The committee believes that in attempting to make the compensa~
tion system more rational and increases more nearly related to the
cost for which they are paid, we should not deny comparable in-
creases to any enlisted personnel receiving subsistence allowanees. The:
committee further believes that enlisted personnel who are “authorized
to mess separately’” should not be required to pay more for their
daily meals obtained in a mess hall, than the daily rate established for
the “authorized to mess separately’” subsistence allowance.

The committee, therefore, agreed with the language in the House
bill on this matter and revised the Defense Department proposal to
include the above categories in the percentage increases in subsistence
payments.

The committee believes the Department of Defense should thor-
oughly review the appropriateness of these special allowances in its
quadrennial pay review commencing in January 1975.

MANNER IN WaicH Savings REALIZED

Savings under H.R. 15406 will be realized in three ways: First, the
increases in quarters and subsistence allowances will be incorporated
in the matching pay-increase system, eliminating the possibility of
separate increases in these allowances which do not take into account
the comparability increases related to the costs these allowances are
designed to defray.

Second, individuals who are furnished quarters and subsistence by
the government will no longer receive in their matching increases in
basic pay an additional amount which is partly based on food and
housing costs, costs which these individuals do not have to meet.

Third, some additional savings will be realized because a smaller
amount of the increase in compensation will go into basic pay, thus
reducing the cost of related entitlements which are a function of basic
pay. These related items include retired pay, Reserve drill pay, separa-
tion pay, pay of cadets and midshipmen and the government’s con-
tribution to social security.

It is important to note that these savings would not be achieved by
reducing any Service member’s current level of pay; rather, these
savings would result from. a revision in the way that future pay
increases are calculated.

Exampries or How Birn ArrEcts PERSONNEL

Following are examples of how the bill affects personnel:
Assuming a 6.2-percent increase for General Schedule employees
next October, an -1 (Recruit) living in the barracks and eating in a
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government dining hall would receive a $20.10-a-month or 6.2 percent
increase in basic pay, whereas under the current law the recruit would
have received a $26.40, or 8.1-percent increase in basic pay. A typical
enlisted member in pay grade -5 (Sergeant), with dependents, who is
furnished quarters by the government but who receives subsistence in
cash would receive a 6.2-percent or $30.30-a-month increase in basic

ay and a $4.26-a-month or 6.2-percent increase in his subsistence al-
owance compared with an 8.1-percent or $39.30-per-month increase
in basic pay under the present system.

A typical enlisted member in pay grade E-7 (Sgt. 1st class), with
dependents, who resides in the civilian community would receive & 6.2-
percent increase in all three cash elements; that is, $48.60 in basic pay,
$9.90 in quarters -allowance and $4.26 in subsistence, for s total
monthly increase of $62.76. Under the present system, he would have
received an 8.1-percent or $63.60-a-month increase in basic pay.

ExpPLANATION OF THE BiLL

Public Law 90-207, 1967, provides that whenever salary rates for
civil service employees under the General Schedule are adjusted up-
ward, the pay for those in the uniformed services will be comparably in-
creased. General Schedule salaries are reviewed annuslly and ad-
justed upward, if appropriate, based on comparability with private
mdustry. The annual percentage increase in General Schedule salaries
is applied to Regular Military Compensation (RMC), which is defined
in law as consisting of basic pay, quarters allowance and subsistence
allowance (in cash and in kind), and the tax advantage on these
allowances. However, the law requires that the amount of the in-
crease be applied solely to basic pay. Thus basic pay is adjusted in
part by inecreases applicable to quarters and subsistence allowances.

Military personnel living and eating in government facilities get
basic-pay inecreases related to the cost of t%xose items although the
cost is borne by the government. In addition, another law provides
for separate adjustments in the subsistence allowance for enlisted
Eersonnel not eating in government facilities. Enlisted subsistence

as increased 78 percent since 1967. In effect, the government has
been paying twice for some factors in the pay increase computation.

The ball will result in savings to the government, in part, by elimina-
tion of this double payment.

CoumrrroLLER GENERAL REPORT

In addition to being requested by the Department of Defense, this
legislation has been recommended by the Comptroller General follow-
ing an analysis of the pay system by the General Accounting Office,
entitled “Information and Observations on the Need to Revise the
Method of Increasing Military Pay.” The GAO report will be found
in the committee hearing.

Fiscarn DaTa

Enactment of this legislation will result in a reduction in budgeting
requirements.

It is estimated that the bill will result in savings in the Defense
budget in fiscal year 1975 of $157.8 million. This is based on the
assumption of an active-duty pay raise in October and represents the
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savings that would accrue for the remaining nine months of the fiscal
year. The estimated pay increase in October for civilian personnel,
and therefore the estimated increase in each of the three cash elements
of military pay if the bill passes, is 6.2 percent. :

It is not possible to estimate the long-range savings with precision
as it is not possible to say in advance how much civil service pay, and
therefore military compensation, will be increased in future years.
However, the Defense Department estimates that the cumulative
savings at the end of the fifth year; that is, the sum of the savings for
all five years, will be approximately $3 billion.

The following table provides the Defense Department estimate of
the annual savings for fiscal years 1975-1979:

ESTIMATED DOD COST SAVINGS -UNDER H.R. 1540612
{in miltions of doliars)

Fiscal year—
1975 1976 1977 1978 1979
DOD savings {except retirement)........ 154.7 346.2 542.1 751.0 976.2
Retirement $avings..coeeuvvvmnrvunvann 31 13.0 30.9 57.1 2.6
Total 'DOD S&viRgS. .o vneeneneen 157.8 359.2 '573.0 808.1 1,U68,8

1 These estimates assume a 6.2 percent geperai schedule increase on Oct. 1, 1974, and 5 percent annually thereafier.

DrparTmENTAL DaTA

The bill is part of the legislative program of the Department of
Defense, as indicated in the correspondence below, which is hereby
made a part of this report. The Department initially requested legis-
lation in March 1973 that would have provided the President discre-
tionary authority to set varying rates of increase for the three elements
of compensation (basic pay, quarters allowance and susbistence
allowance). In 1974 the Department submitted a modified proposal to
provide that all three cash elements of compensation be increased by
the same percentage. It is the substance of this latter proposal which
the committee has adopted.

ASSISTANT SECRETARY OF IDEFENSE,

A Washington, D.C., March 29, 1974.
Hon. Gerawp R. Forp,
President of the Senate,
Washington, D.C.

Dear Mg. Presipent: This report on the adequacy of pays and al-
lowances of the uniformed services is submitted in compliance with the
provisions of section 1008(a) of title 37, United States Code. This
section provides that the President shall direct a review of the ade-
quacy of pays and allowances of members of the uniformed services,
and shall submit to the Congress a detailed report summarizing the
results of such an annual review together with any recommendations
for adjustménts in the rates of pays and allowances authorized under
title 37, United States Code. o

Section 1008(a) of title 37, United States Code was enacted in 1965.
In 1967, the Congress modified the scope of its requirements with the
passage of section 8 of Public Law 90-207. With this law, the Congress
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ensured that whenever the General Schedule of compensation for Fed-
eral classified employees is adjusted upwards, there shall immediately
be placed in effect a comparable adjustment in the monthly basic pay
authorized members of the uniformed services. o

On October 1, 1973, Federal civilian employees were authorized a
4.77 percent pay increase. The operation of Public Law 90-207 ini-
tiated an equal increase in the regular compensation of the uniformed
services. This increase, when allocated only to the basic pay element of
regular compensation, translated to 6.16 percent. The cost of this pay
raise will be $830 million for FY 74 (only for nine months) and $1,108
millien for FY 75 (twelve months). The details of the computation of
the October 1, 1973, increase are shown in attachment 1.

The Department of Defense submitted a legislative proposal with
last year’s annual report which would modify the current pay increase
methodology expressed in Public Law 90-207. The proposal was in-
troduced in Congress in September, 1973, as H. R. 10370. It was in-
tended to maintain the quarters and subsistence allowances at a more
reasonable relationship to the expenses they are supposed to defray
while maintaining the matching increase mechanism embodied in
existing law and reducing military personnel costs in future years,

Continued study has been given to this legislative proposal (H.R.
10370) since its submission. As a result we believe the intended pur-
pose of the measure can be best achieved and desired equity insured
by modification of the previously proposed legislation to specify the
precise manner in which future matching military pay increases
would be made. ' :

Therefore, attached is proposed legislation which modifies last
year's proposal (attachment 2). This proposal if enacted should ensure
that both Defense and Congressional intents with regard to equitable
pay increases for military personnel are achieved in the future. It
would achieve the same objectives as last year’s proposal, i.e., main-
tain matching increases to improve the credibility of the allowances,
and reduce costs. The primary change is that it would ensure members
of the uniformed services that future increases in their basic pay,
basic allowance for subsistence, and basic allowance for quarters will
be of the same percentage as the average increase received by Federal
civilian employees. If enacted prior to the next general pay increase,
a conservative estimate indicates that savings of more than $3 billion
will acerue over the next five year period.

The estimated cost savings in the Department of Defense budget
during the next five fiscal years if the attached legislative proposal
is enacted prior to October 1, 1974, are as follows: ,

' Budget savings

[Dollars in millions] ‘
Fiscal vear 1975 e e $160. 6
Fiseal year 1976, o oo o L. 3B5.4
Fiseal Year 1077 oo o o e e e e e e .. B82.5
Fiscal year 1078 . oo e e 821. 0
Fiseal Year 1079 o o oo e e e e e 1,085 4

The revised proposal has the full support of the Secretary of De-
fense. This proposal is a part of the Department of Defense legislative
program for the 93d Congress, and the Office of Management and
Budget has advised that the enactment of the proposal would be in
accord with the program of the President. It is recommended that the
proposed legislation be enacted by the Congress.

e ot
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‘There were other legislative proposals submitted during the past
year designed to improve the capability of the Department of Defense
to fulfill manpower requirements in the most cost effective manner.
The annual review of the adequacy of pay and allowances is concluded
with a brief discussion of these proposals. )

The Uniformed Services Special Pay Act of 1973 was submitted to
the Congress as promised in last year’s report. Due to the complexity
of this proposal and the urgent need for several of its entitlements,
that proposal was subdivided and its three most eritical provisions
were submitted as two separate proposals. These proposals are:
(1) “Armed Forces Enlisted Personnel Bonus Revision Act of 1974"

(8. 2771), and (2) the Revision of the Special Pay Structure Relating

to Medical Officers of the Uniformed Services (S. 2770) which provides
for increased incentives for physicians. These two proposals were
passed by the Senate in December, 1973, and reported by the House
Armed Services Committee on March 1, 1974, Enactment will sig-
nificantly improve the Department of Defense’s ability to compete for
required skills and manpower.

Legislation affecting flight pay was forwarded to Congress in May,
1973, and was passed with changes by the House on February 21,
1974, as H.R. 12670. It would restructure flight pay in that junior
aviators would receive more money while senior personnel, where
performance and retention problems are less, would be paid less. This
vestructuring should help retain more junior personnel, and reduce the
cost of training replacements,

Finally, Public Law 93-64 enacted in July, 1973, made permanent
the rates for the basic allowance for quarters for junior enlisted per-
sonnel. More importantly, it removed the legal language which stated
these personnel were ‘“‘considered at all times to be without de-
pendents’’, o ’ ‘

Sincerely,
WirLiam K. Brenu,
Attachments. e

ey

Carcvration or Qoroser 1, 1973, Miuitary Pay INCREASE
Objective: To provideé all personnel of the uniformed services with
an.overall average increase which equates to that provided General
Bchedule employees, as required by section 8 of Public Law 90-207.
That law provides that whenever the general schedule of compensation
for Federal classified employees is adjusted upwards, there shall

-immediately be placed into effect a comparable upward adjustment

in the basic pay of members of the uniformed services. This basic pa
adjustment must provide all personnel of the uniformed services wit
an overall increase in rtegular compensation which equates to the
salary increase provided General Schedule employees. '

The average increase in salary for General Schedule employees was
4.77 percent, effective October 1, 1973. The objective of the {ollowing
analysis is to determine what percentage increase in basic pay will
provide the members of the uniformed services with an average
increase in Regular Military Compensation of 4.77 percent.



8

The annualized active force Regular Military Compensation for the
purpose of this computation is as follows:

{Dollars in millions]
Basie paY .o ——————— e ——— 14, 724.73
Quarters and subsistence. ... e 13, 861, 34
Federal income tax advantage__ .. .o 880. 89
T 19, 466. 96

1 Includes cost of quarters and subsistence furnished.

A 4.77 percent inerease in regular compensation is computed by
multiplying 4.77 percent times $19,466.96 million. This equals $928.6
million which when applied to basic pay results in an increase of 6.16
percent (after deducting tax advantage) in the basic pay for every
member of the uniformed services.

Attached are cost estimates for FY 1974 and FY 1975.

Cost estimates for o 6.16-percent in basic pay, effective Oclober 1, 1973

[Dollars in millions]
Fiscal year 1974 cost (Oct. 1, 1973 to June 30, 1974):
Basic pay. e S — e ——— $680, 6
Pay related items 2 . _ . e 134.0
Total Department of Defense €08t v v oo - 814.6
Other uniformed services. . oo e ———————— 15. 5
Total fiscal year 1974 costs_ oo e 830.1
Fiseal year 1975 costs:
BaBIC DAY e e ———————————— 907. 4
Pay related items ' _ . 179.7
Total Department of Defense cost-_ ... ._____ 1,087. 1
Other uniformed services. ..o ceacm—————— 20.6
Total fiseal year 1975 costs_ . _ .. l____. 1,107.7

1 Pay related items vary with changes in basic pay and consist of: reenlistment bonus, FICA, Reserve,
mg Ngt;igml Guard, death gratuities, continuation pay, separation pay, pay of Cadets and Midshipmen,
and ref psy.

A BILL To amend title 37, United States Code, to refine the procedures for
adjustments in military compensation and for other purposes -

Be it enacted by the Senate and Housligf Representatives of the United
States of America in Congress assembled, That chapter 1 of title 37,
United States Code, is amended by amending section 101 as folllws:
. *(25) ‘Regular Compensation’ or ‘Regular Military Compensation
(RMC)’ means the total of the following elements that a member of
a uniformed service accrues or receives, directly or indirectly, in
cash or in kind every payday: basic pay, basic allowance for quarters,
basic allowance for subsistence, and Federal tax advantage accruing
to the aforementioned allowances because they are not subject to
Federal income tax.” '
Sec. 2. Chapter 3 of title 37, United States Code, is amended by
amending section 203(a) to read as follows:
“(a) The rates of monthly basic pay for members of the uni-
formed services within each pay grade are those prescribed in
accordance with section 1009 of this title.”
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Sec. 3. Chapter 7 of title 37, United States Code, is amended as
follows: ,
(1) By amending section 402(a) to read as follows:

“(a) Except as otherwise provided by law, each member
of a uniformed service who is entitled to basic pay is entitled
to s basic allowance for subsistence as set forth in this
section.”

(2) By amending the fourth sentence of section 402(b) to read
as follows:

“The allowance for enlisted members who are on leave,
or are otherwise authorized to mess separately, is at the rate
prescribed in accordance with section 1009 of this title.”

(3) By amending the first sentence of section 402(¢c) to read
as follows:

‘“An officer of a uniformed service who is entitled to basic pay
is, at all times, entitled to the basic allowance for subsistence
at the monthly rate prescribed in accordance with section
1009 of this title.”

(4) By amending section 402(d) by—
(A) inserting “deseribed below” after “services’; and
(B) striking out the item relating to “Officers’.

(5) By amending section 403(a) to read as follows:

“(a) Except as otherwise provided by law, a member of & uniformed
service who 1s entitled to basic pay is entitled to a basic allowance for
quarters at the monthly rates prescribed in accordance with section
1009 of this title, according to the pay grade in which he is assigned
or distributed for basic pay purposes,”’ ,

Sec. 4. Chapter 19 of title 37, United States Code, is amended by
adding the following new section after aection 1008 and inserting a
corresponding item in the chapter analysis:

“§ 1009. Adjustments of compensation

“(a) Whenever the General Schedule of compensation for Federal
classified employees as contained in section 5332 of title 5, United
States Code, is adjusted upwards, the President shall immediately
make an upward adjustment in the—

(1) monthly basic pay authorized members of the uniformed
services by section 203(a) of this title;

“(2) basic allowance for subsistence authorized enlisted mem-
bers on leave or otherwise authorized to mess separately, and
officers, by section 402 of this title; and

““(3) basic allowance for quarters authorized members of the
uniformed services by section 403(a) of this title.

“{b) An adjustment under this section shall have the force and
effect of law and shall— ‘

(1) carry the same effective date as that applying to the com-
pensation adjustments provided General Schedule employees;

“(2) be based on the rates of the various elements of compen-
sation, as defined in, or made under, section 8 of the Act of
December 16, 1967, Pub. L., 90-207 (81 Stat, 654), section 402 or
403 of this title, or this section; and

“(3) provide all eligible members with an increase in each
element of compensation, set forth in subsection (&) of this section,
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which is of the same percentage as the overall average percentage
inerease in the General Schedule rates of basic pay for civilian
employees.”

Sgc. 5. Until the effective date of the first upward adjustment in the
rates of monthly basic pay for members of the uniformed services
made by the President under section 1009 of title 37, United States
Code, as added by section 4 of this Act, after the effective date of this
Act, the rates of monthly basic pay for members of the uniformed
services authorized by section 203(a) of that title are those prescribed
by Executive Order 11740 of October 3, 1973, which became effective
on October 1, 1973.

Sec. 8. Until the effective date of the first upward adjustment in the
rates of basic allowance for subsistence for enlisted members on leave
or otherwise authorized to mess separately, and officers, made by the
President under section 1009 of title 37, United States Code, as added
by section 4 of this Act, after the effective date of this Act, the rates
prescribed under section 402 of title 37, United States Code, as it
exis%ed on the date before the effective date of this Act, shall continue
in effect.

Sgc. 7. Until the effective date of the first adjustment in the rates of
basic allowance for quarters for members of the uniformed services
made by the President under section 1009 of title 37, United States
Code, as added by section 4, of this Act, after the effective date of this
Act, the rates of basic allowance for quarters prescribed in section
403(a) of title 837, United States Code, as it existed on the day befor
the effective date of this Act, shall continue in effect. '

SEc. 8. Section 8 of the Act of Décember 16, 1967, Pub. L. 90-207
(81 Stat. 654) 1s repealed.

Sec. 9. This Act is effective upon enactment.

ASSISTANT SECRETARY 0F DEFENSE,
Washington, D.C., March 30, 1973.
Hon. Seiro T. Aanew,
President of the Senate,
Washington, D.C.

Dear Mgr. Prusipent: This report on the adequacy of pays and
allowances of the uniformed services is submitted in compliance with
the provisions of section 1008(a) of title 37, United States Code. This
section provides that the President shall direct a review of the ade-
quacy of pays and allowances for members of the uniformed services,
and shall submit to the Congress a detailed report summarizing the
results of such an annual review together with any recommendations
for adjustments in the rates of pays and allowances authorized under
title 37, United States Code.

Since the enactment of section 1008(a), title 37, United States Code,
the Congress has modified these requirements with the passage of
section 8 of Public Law 90-207, December 16, 1967. With this provi-
sion, the Congress ensured that whenever the General Schedule of
compensation for Federal classified eméﬂoyees is adjusted upwards,
there shall immediately be placed into effect a comparable adjustment
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in the monthly basic pay authorized members of the uniformed
services.

During FY 1972, Public Law 92-129, “The Military Selective
Service Act,” which was enacted in 1971, provided reasonably com-
petitive levels of military ﬁay for the first time in recent history. Since
then, the operation of Public Law 90-207 has maintained these com-
petitive levels by providing basic pay increases of 7.21 percent and
6.69 percent on January 1, 1972, and January 1, 1973, respectively.
The cost of the latter increase for the period January 1-June 30, 1973,
will be $.58 billion and for FY 1974, $1.17 billion. The details of the
computation of the January 1, 1973, increase are shown in attachment 1.

The President’s goal of an all-volunteer force adds a new dimension
to our annual appraisal of the adequacy of military pay. Military pay
in general may be quantitatively determined to bear a reasonable
relationship to the pay for similar work levels in the civilian economy.
However, the question of adequacy can only be addressed in terms of
whether militery pay levels allow us to compete successfully in the
labor market for the numbers and quality of individuals which fulfill
Department of Defense manpower requirements. For the most part,
we believe that our pay levels are adequate to allow us to compete
successfully for the numbers and quality of personnel required for the
armed forces. Only experience in an all-volunteer environment will
prove or disprove the accuracy of this estimsate.

It must be stressed, however, that even with the reasonably com-

~ petitive levels of pay and other actions associated with the objective

of an all-volunteer force, the Department of Defense remains at a
disadvantage in competing for -specialists whose skills command
premium wages in the civilian economy. To counter this, the Depart-
ment of Defense needs flexible incentive authorities, over and above
established pay levels. Such authorities are contained in the
“Uniformed Services Special Pay Act of 1973" which will be sub-
mitted to Congress in the near future. Early enactment of this legis-
lation is considered the eritical second step in achieving and main-
taining an all-volunteer force.

One final measure which merits early consideration by the Congress
is a refinement of the matching increase mechanisms of section 8 of
Public Law 90-207. Although it is absolutely essential to preserve the
legislated relationship between military and civilian pay, the recent
restructuring of the military pay schedule and other advancements in
military compensation make this a propitious time to ““fine tune” the
mechanisms for maintaining this re{)&tionship. The attached proposal
accomplishes this adjustment by modifying the existing provisions of
Public Law 90-207.

The proposal retains the matching increase prineiple embodied in
existing law. Additionally, it incorporates a desirable feature of flex-
ibility in the system by providing the President with discretionary
authority to distribute among the several ecash elements of Regular
Military Compensation (RMC), (basic pay, quarters and subsistence
allowances), any inerease in RMC that is required to match an in-
crease in the pay of Federal classified employees. There are both
economic and Intrinsic advantages to granting this flexibility.
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More explicitly, since 1967, the military member has received six
increases in RMC as a result of Public Law 90-207. Nevertheless,
despite the implicit increase in all elements of RMC intended by the
Congress, the basic characteristic of the present system of limiting
adjustments exclusively to equal percentage increases in basic pay has
caused most members to perceive their allowances at substantially
below actual expenses in the economy. This reinforces a basic premise
that so long as members of the armed forces are compensated under a
basic pay and allowances system, it will be necessary to adjust
periodically the allowances for quarters and subsistence in order to
ensure that these elements of compensation are adequate to fulfill
their intended purpose.

The revised system recognizes this requirement and provides a
means to adjust the cash elements to keep pace with increases in costs
of living. Although this revised system may result in a somewhat
smaller cash increase for those provided allowances in-kind than they
would have received under Public Law 90-207, internal equity is
preserved since this group is not faced with the increases in housing
and food associated with living on the civilian economy.

The explicit increases in the allowances, as well as basic pay, en-
visioned in this proposal will provide the member with allowances
which bear a more reasonable relationship to expenses actually
incurred in the civilian economy. Accordingly, the member will have a
greater appreciation of the intent of the Congress when it legislated
that military compensation would keep pace with trends in the civilian
economy.

From a cost effectiveness standpoint, the flexibility to adjust all cash
elements of compensation instead of basic pay alone, will enable the
Department of Defense to reduce future retired pay costs to some ex-
tent. These savings can be achieved while at the same time ensuring
that the active duty member is provided economic improvement com-
parable to that received by his civilian counterpart.

Sincerely, '
Rocer T. KELLEY.
Attachments.

CALCULATION OF PROPOSED JANUARY 1, 1973, MILITARY PAY INCREASE

Objective: To provide all personnel of the uniformed services with
an overall average increase which equates to that provided General
Schedule employees, as required by section 8 of Public Law 90-207.
That law provides that whenever the general schedule of compensation
for Federal classified employees is adjusted upwards, there shall
immediately be placed into effect a comparable upward adjustment
in the basic pay of members of the uniformed services. This basic
pay adjustment must provide all personnel of the uniformed services
with an overall increase in regular compensation which equates to the
salary increase provided General Schedule employees.

The Office of Management and Budget (OMB) has estimated the
average increase in salary for General Schedule employees to be 5.14
percent effective January 1, 1973. The objective of the following
analysis is to determine what percentage inc¢rease in basic pay will

3 ——
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provide the members of the uniformed services with an average in-
crease in Regular Military Compensation of 5.14 percent.

The annualized active force Regular Military Compensation for
the purpose of this computation is as follows:

[Dollars in Millions]

Basie PAY - e e e $14, 389, 7
Quarters and subsistence. _ . _ . _ e 13,933.0
Federal income tax advantage______ _ . 2868.9

Tota) - e e 19,191. 6

! Includes cost of quarters and subsistence furnished.
2 Does not reflect special tax exemptions for personnel in combat areas.

A 5.14 percent increase in regular compensation is computed by
multiplying 5.14 percent times $19,191.6 million. This equals $987.0
million which when applied to basic pay results in an increase of 6.69
percent in Basic Pay across the board.

Attached are cost estimates for FY 1973 and FY 1974.

Cost estimates for 6.69-percent increase in basic pay effective Jan. 1, 1973

[Dollars in millions]

Fiscal year 1973 cost (Jan. 1, 1973-June 30, 1973):
Basic pay._ e $477. 5
Pay-related items ' ___ . __ e 91. 6
Total Department of Defense cost_ . _ . ____________ 569. 1
Other uniformed services_ _ _ _ i 10. 3
Total, fiscal year 1973 e 579. 4

Fiscal year 1974 cost (July 1, 1973-June 30, 1974):
Basic pay_ - e 948. 0
Pay-related items *______ . ____. 200. 4
Total Department of Defense cost_ ... . ... 1, 148. 4
Other uniformed 8erviees .. - _ . oo oo 22,1
Total, fiseal year 1974 __ o eaaen 1, 170. 5

1 Pay related items are compensation elements which yary with changes in basic pay and consist of: re-
enlistment bonus, FICA, Reserve and National Guard, death gratuities, continuation pay, separation pay,
and pay of Cadets and Midshipmen.

A BILL TO AMEND TITLE 37, UNITED STATES CODE, TO REFINE
THE PROCEDURES FOR ADJUSTMENTS IN MILITARY COMPENSA-
TION AND FOR OTHER PURPOSES

Be it enacted by the Senate and House é)j Representatives of the United
States of America in Congress assembled, That chapter 3 of title 37,
Uﬁited States Code is amended by amending section 203(a) to read as
follows:

‘“(a) The rates of monthly basic pay for members of the uniformed
services within each pay grade are those prescribed by the President in
accordance with section 1009 of this title.”

Sec. 2. Chapter 7 of title 37, United States Code, is amended as
follows—

(1) by amending the fourth sentence in section 402(b) to read
as follows: '
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- “The allowance for enlisted members who are on leave, or are
otherwise authorized to mess separately, and for officers, shall be
equal to the cost of the ration as determined by the Secretary of
Defense.” ;

(2) by striking out the following item in the table in section
402(d):
OMCOTS. - o e emieem $47.88 a month.”;

and
(3) by amending section 403(a) to read as follows:

“(a) Except as otherwise provided by this section or by
another law, a member of a uniformed service who is entitled
to basic pay is entitled to a basic allowance for quarters
at the rates prescribed by the President in accordance with
section 1009 of this title, according to the pay grade in
which he is assigned or distributed for basic pay purposes.”

Sec. 3. Chapter 19 of title 37, United States Code, is amended by
adding the following new section after section 1008 and inserting a
corresponding item in the chapter analysis:

“§1009. Adjustments of compensation by the President

‘““(a) Whenever the General Schedule of compensation for Federal
classified employees as contained in section 5332 of title 5, United
States Code, is adjusted upwards, the President shall immediately
make an upward adjustment in the regular compensation of members
of the uniformed services. An adjustment under this section may be
applied to any one or more of the elements of regular compensation.

“(b) An adjustment under this section shall have the force and
effect of lJaw and shall—

(1) provide all personnel of the uniformed services with an
increase in regular compensation which equates on an overall
average to that provided General Schedule employees;

“(2) be based on the rates of the various elements of regular
compensation that existed at the time of the last increase in regu-
lar compensation made under section 8 of the Act of December
16, 1967, Pub. L. 90-207 (81 Stat. 654), or under this section;

“(3) include as part of the overall increase adjustments in any
of the elements of regular compensation which have occurred
since the last increase 1n regular compensation made under sec-
tion 8 of the Act of December 16, 1967, Pub. L. 90-207 (81 Stat.
654), or under this section ; and

‘““(4) carry the same effective date as that aplll)lying to the com-
pensation adjustments provided General Schedule employees.

“(c) For the purposes of this section, ‘regular compensation’ means
basic pay, quarters and subsistence allowances (either in cash or in
kind), and the tax advantage on those allowances.”

Skc. 4. Until the effective date of the first upward adjustment in
the rates of monthly basic pay for members of the uniformed services
made by the President under section 1009 of title 37, United States
Code, as added by section 3 of this Act, after the effective date of this
Act, the rates of monthly basic pay for members of the uniformed
services authorized by section 203(a) of that title are those prescribed
by Executive Order 11692 of December 15, 1972, which became effec-
tive on January 1, 1973,
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Sec. 5. Until the effective date of the first adjustment in the rates
of basic allowance for quarters for members of the uniformed services
made by the President under section 1009 of title 37, United States
Code, as added by section 3 of this Act, after the effective date of this
Act, the rates of basic allowance for quarters prescribed in section
403(a) of title 37, United States Code, as it existed on the day before
the effective date of this Act, shall continue in effect.

SEc. 6. Section 8 of the Act of December 16, 1967, Pub. L. 90-207
(81 Stat. 654) is repealed.

Sec. 7. This Act 1s effective upon enactment.




CHanagEes 1IN Existing Law

In compliance with paragraph 4 of rule XXIX of the Standing Rules
of the Senate, changes in existing law proposed to be made by the bill
are shown as follows: Existing law to be omitted is enclosed in black
brackets, new matter is printed in italic, and existing law in which no
change is proposed is shown in roman. :

* * * * * * *
TITLE 37.—PAY AND ALLOWANCES OF THE UNIFORMED
SERVICES
* * * * * * *

CHAPTER 1—DEFINITIONS

Sec.
101. Definitions.
. §101. Definitions

In addition to the definitions in sections 1-5 of title 1, for the
purposes of this title—

* * * * * * *

(25) “‘regular compensation” or “regular military compensation
(BMOQO)” means the total of the following elements that a member of a
uniformed service accrues or recewves, directly or indirectly, in cash or in
kind every payday: basic pay, basic allowance for quarters, basic allow-
ance for subsistence; and Federal tax advantage accrwing to the afore-
mentioned allowances because they are not subject to Federal income tax.

* * * * * % *

CHAPTER 3—Basic Pay

* * * * * * *

§203. Rates
[(a) The rates of monthly basic pay for members of the uniformed
services within each pay grade are set forth in the following tables:J
Qamn)
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’ ' COMMISSIONED OFFICERS WHO HAVE BEEN CREDlTED WITH OVER 4 YEARS' ACTIVE SERVICE
COMMISSIONED OFFICERS AS ENLISTED MEMBER!

Years of service computed under sec. 205 Years of service computed under sec. 205

Pay grade 2 orless Over 2 Over 3 Over 4

Pay grade . Over 4 Over 6 Qver 8 Qvar 10
O-10 e ) 2, 564, 10 2, 654, 40 2,654, 40 2, 654. 40
b $2, 27250 $2, 232, 50 $z, 382,00 S 2,382, 00 $1,050. 30 $1,100. 40 $1,140.00 $1,201. 20
o 2,058, 30 2120.10 2,170.50 2,170. 50 352 x 958.80 989.10 1.010.40
-7 I 1,710.00 1,827.00 1,827.00 -1,827.00 807.60 837.90 87.90
06 e 1,267.8 1,393.20 1,483.80 1,483.80 ,
08 e 1,013.70 1,191, 00 1,272.70 1,272.90 ;
s ———elIE S BTt SR 3.1 | COMMISSIONED OFFICERS WHO HAVE ‘BEEN CREDITED WITH OVER 4 YEARS ACTIVE SERVICE
-2l LTI 692. 40 756. 60 908.70 639,00 | AS ENLISTED MEMBERS
012l Il 600,80 625. 80 756. 60 © 756,60 ‘
- Years of service computed under sec. 205
COMMISSIONED OFFICERS Pay grade Over 12 Over 14 QOver 16 Over 18
A
Years of service computed under sec. 205 03 $1,260.90.  $1,311.90 $1,311.99 §1,311.90
O e 1,080.60 1,110.60 1,110.60 1, 110.60
Pay grade Over 6 Over 8 Over 10 Over 12 O~ . 898.50 939,00 939, 09 939,00
l
0-101 $2,654.40 $2,756.10 $2,756.10 $2,967.30 |
9—9- 2,382.00 2,442.30 2,442.30 2,543.70 |
o8- a0 nmx paeR LaEh ' COMMISSIONED OFFICERS WHO HAVE BEEN CRIDITED WiTH OVER 4 YEARS' ACTIVE
0-5. 1,483.80 1,483.80 1,483.80 1,483.80 : SERVICE AS ENLISTED MEMBERS
0-5. 1,272.90 1,272.90 1,311.90 1,381.80 - :
0-4_ 1,130.40 1,180.80 1,260. 90 1,332.30 : Y .
0-32 1,100. 40 1,140.00 1,201.20- 1,260.90 ; ears of service computed under sec. 205
. 4
o 8.8 5880 9%8.80 e - Pay grade  over20 Over 22 Over 26 Over 30
O3 e $1,311.%0 $1,311.90 $1,311.99 $1,311.90
0-2 - 1,110.60 1,110.60 1,110,580 1, 110,62
COMMISSIONED OFFICERS - 939. 00 939, 00 935, 00 939,00
) Years of service computed under sec. 205 WARRANT OFFICERS
Pay grade Over 14 Over 16 Over 18 Over 20 ;
. : Years of service computed under sec. 205
0 $2;967. 30 *$3,179.70 «$3,179.70 *$3,392.10 . Pay grade : 2 or fess Over 2 Over 3 Over 4 Over 6
0 2,543.70 2,756. 10 2,756.10 2,967.30
-0 2,442.30 2,543.70 2,654. 40 2.756.10
0 2,120.10 2,332.50 2,492.70 2 492,70 $809. 10 $867.90 $867.90 $828. 00 $928. 50
0 1,534.20 1,776.90 1,867, 80 1, 908. 30 735. 90 798.00 798.00 807.60 _ 817.50
0 1,474.20 1,584.60 1,675. 80 1,725.90 644.10 69€. 00 696. 00 717.00 756,60
0 1,393.20 1,453.80 1,494.00 1, 484,00 536.70 615.60 615,60 666. 50 696,69
0 1,291. 80 1,291. 80 1,291.80 1,291. 80 .
0 958. 80 958. 80 958.80 958. 80
0 756. 60 756. 60 756.60 756.60
COMMISSIONED OFFICERS . ; WARRANT OFFICERS
Years of service computed under sec. 205 + Years of service computed under sec. 205

Pay grade Over 22 Over 26 Over 30 Pay grade Over 8 QOver 10 Over 12 Over14 . - Overl6

3§3,392.10  *$3,603.60  *§3,603.60 $960.30  .$1,009.50  $1,080.60  $1,130.40  $1,170.60

877.50 928. 50 958. 80 §89. 10 1,018.80
% e gg 8t 2738 3 a0 798.00 228,00 85800 888. 00 918.99
7 492.70 7'492.70 2 45270 726.90 796. 60 787.50 817.50 847.80
113 T VI ,
1, 494,00 1,494, 00 1, 494,00 WARRANT OFFICERS
1,291.80 1,291.80 1,291.80
?gg gg . ggg gg ?gg gg Years of service computed under sec. 205
Pay grade Over 18 Over 20 Over 22 Over 26 Over 30

1 While serving as Chairman of the Joint Chiefs of Staff, Chief of Staff of the Army, Chief of Naval Operations, Chief of

Staff of the Air Force, or Commandant of the Marine Corps basic pay for this grade is $3,976.20* regardless of cumulative $1,201.20 51 241,10 $1,282. 20 $1,381.80 $1,381. 80

years of service computed under sec. 205 of this title.
2 Does not apply to commissioned officers who have been credited with over 4 years’ active service as enlisted members. L gzg 53;8 3?3 gg %, (l]%g 33 L (1)70- 60 1, 170.60
* The rate of basic pay for military personnel at these rates is limited by sec. 5308 of title 5, United States Code, as added 87750 508, 70 ' 908,70 1 9&3 ;g 1 g(l)g ;g

by the Federal Pay Comparability Act of 1970, to the rate for level V of the Executive Schedule ($36,000 per annum, or
$3,000 per month as of the effective date of this’ adjustment).
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ENLISTED MEMBERS

Years of service computed under sec. 205

Pay grade 2 or less Qver 2 Qver 3 Over 4 Over &
0 0 0 0 0

3533 50 sss(f 10 ;sng 70 seag 70 $645, 30

455,00 507. 30 7528.30 550. 20 571.20

408.30 444,50 465, 486.30 51810

392.70 414,60 43860 473.10 49170

77,70 398, 40 414.30 430,50 430,50

363. 30 363.30 3€3.30 363,30 363.30

3%6. 10 326.10 326, 10 3%, 10 326.16

ENLISTED MEMBERS

Years of service computed under sec. 205

_Pay grade Over 8 Over 10 - Qver 12 Over 14 Over 16
$819. 20 $340. 20 $961. 50 $983.70

$771.30 792.90 813, 90 835.20 856, 80

665. 70 0 708.30 740. 40 76110

592. 20 613,50 645,30 665,70 &86. 70

538, 10 560. 70 581. 10 592,20 592,20

-431.70 491,70 451,70 491.70 491.70

430.50 230, 50 430. 50 430,50 430, 50

30 +363. 363; 30 363.30

362,10 326.10 326.10 326, 10 326.10

ENLISTED MEMBERS

Years of service computed under sec, 205

Pay grade ) Over 18 Over 20 QOver 22 Over 26 Over 30
$1,025. 10 $1,079.10 $1,183.80 $1,183.80

898,80 951, 30 1,057.50 1,057.50

792,90 245,00 951,30 951, 30

697. 50 697. 50 637,50 697.50

592,20 592,20 592.20 532.20

491.70 491.70 491.70 491,70

430, 50 430, 50 430.50 430. 50

363.30 363.30 363.30 363.30

326.10 326.18 326.10 326.10

t While serving as sergeant major of the Army, master chief petty officer of the Navy or Coast Guard, chisf master sergeant
of the Air Force, or sergeant major of the Marine Corps, basic pay for this grade is $1,439.10, regardless of cumulative years
of service computed under sec. 205 of this title,

I The rates in the above tables are the current rates as effected by Executive Order No. 11740 effective October 1, 1873.3

(a) The rates of monthly basic pay for members of the uniformed

services within each pay grade are those preseribed in accordance with

section 1009 of this title.
* * * * * * *
CHAPTER T—ALLOWANCES
* * * *® * % *
SEC. 402. BASIC ALLOWANCE FOR SUBSISTENCE

[(a) Except as otherwise provided by this section or by another
law, each member of a uniformed service who is entitled to basic pay
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is entitled to a basic allowance for subsistence in the amount set forth
in subsection (d) of this section.]}

(¢) Except as otherwise provided by law, each member of a uniformed
service. who is entitled to basic pay 18 entitled to o basic allowance for
subsistence as set forth in this section.

(b) An enlisted member is entitled to the basic allowance for sub-
sistence, on a daily basis, of one of the following types—

' gl) ‘when rations in kind are not available;

2) when permission to mess separately is granted; and
(3) when assigned to duty under emergency conditions where
no messing facihities of the United States are available.
The allowance to an enlisted member, when authorized, may be paid
in advance for a period of not more than three months. An enlisted

~member is entitled to the allowance while on an authorized leave of

absence or while confined in a hospital, but not while being subsisted
at the expense of the United States. [The allowance for enlisted
members who are on leave, or are otherwise authorized to mess sepa-
rately, shall be equal to the cost of the ration as determined by the
Secretary of Defense.] The allowance for an enlisted member who is
authorized to receive the basic allowance for subsistence under this sub-
section is at the rate preseribed in accordance with section 1009 of ihis
title. Unless he is entitled to basic pay under chapter 3 of this title, an
enlisted member of a reserve component of a uniformed service, or of
the National Guard, is entitled, in the discretion of the Secretary con-
cerned, to rations in kind, or a part thereof, when the instruction or
duty periods, described in section 206(a) of this title, total at least
eight hours in a calendar day.

(c) [An officer of a uniformed service who is entitled to basic pay is,
at all times, entitled to the basic allowances for subsistence on a

monthly basis.} An officer of @ uniformed service who s entitled to basic

pay 8, at all tumes, entitled to the basic allowanee for subsistence at the
monthly rate prescribed in accordance with section 1009 of this title.

An aviation cadet of the Navy, Air Force, Marine Corps, or Coast
Guard is entitled to the same basic allowance for subsistence as is
provided for an officer of the Navy, Air Force, Marine Corps, or Coast
Guard, respectively.

L[(d) The basic allowance for subsistence for members of the uni-
formed services is as follows: ‘ :

OfBCerS_ e e e e $47.88 a month.
Enlisted members when rations in kind are not
available . .. ___ ... $2.565 a day.

Enlisted members when assigned to duty under
emergency conditions where no messing facili-
ties of the United States are available .. ___._._. Not more than $3.42 a day.}

§403. Basic allowance for quarters.

()1 (d)
()1 (0 . : L
[(a) Except as otherwise provided by this section or by another law,
a member of a uniformed service who is entitled to basic pay is en-
titled to a basic allowance for quarters at the following monthly rates
according to the pay grade in which he is assigned or distributed for
basic pay purposes :i
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' Without . With
Pay grade ’ dependents dependent:
o-10 $260. 40 $283. 00
0-9.__ 230. 40 288.00 §
0-8_. 230, 40 288.00 §
0-7.. 230. 40 288.00
0-6. 211. 80 258.30
0-5_ 198. 30 238.80 ¥
0-4. 178,80 215. 40
0-3. 158, 40 195. 60
0-2. 138, 60 175. 80
0-1___ 108,90 141. 60
W-4___ 172.50 207.90 §
W-3_ 155. 40 191.70 §
W-2_ 137.10 173.70
W-1_ 123.90 160. 80
E-9_. 130. 80 184,20
E-8.. 122. 10 172.20
E-7_. 104.70 161. 40
E-6_. 95.70 150. 00
E-5__ 92.70 138,60
E-4_. 81.60 121,50
E-3.. 72.30 105, 00
E-2.. 63.90 105, 00
2 S 66. 00 105. 00

(@) Except as otherwise provided by law, @ member of a uniformed
service who is entitled to basic pay is entitled to a basic allowance for
quarters at the monthly rates preseribed in accordance with section 1009
of this title, according to the pay grade in which he is assigned or dis-
tributed for basic pay purposes.

' * * * % * * *

CHAPTER 19—ADMINISTRATION .

§ 1009. Adjustments of compensation
(@) Whenever the General Schedule of compensation for Federal

classified employees as contained in section 5332 of title 5, United States

Code, is adjusted wpwards, the President shall immediately make an
wpward adjustment in the— :
(1) monthly basic pay authorized members of the uniformed
services by section 203(a) of this title; - ‘ :
(%) basic allowance for subsistence authorized enlisted members
and officers by section 402 of this title; and
(8) basic allowance for quarters authorized members of the uni-
Sormed services by section 403(a) of this title.
(b) An adjustment under this section shall have the force and effect
of law and shall— :
(1) carry the same effective date as that applying to the compensa~
tion adjustments provided General Schedule employees;
(%) be based on the rates of the various elements of compensation,
as defined in, or made under section 8 of the Act of December 16,
1967, Pub. L. 90-207 (81 Stat. 654), section 402 or 403 of this
title, or this section; and
(8) provide all eligible members with an increase in each element
of compensation, set forth in subsection (@) of this section, which
s of the same percentage as the overall average percentage increase
wn the General Schedule rates of basic pay for civilian employees.
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PusLic Law 90-207
* * * % T % * *

[Skc. 8. (a) Effective January 1, 1968, and unless otherwise provided
by law enacted after the date of enactment of this Act, whenever the
General Schedule of compensation for Federal classified employees as
contained in section 5332 of title 5, United States Code, is adjusted
upwards, there shall immediately be placed into effect a comparable

‘upward adjustment in the monthly basic pay authorized members of

the uniformed services by section 203(a) of title 37, United States
Code: :

~ (b) Adjustments in the various tables establishing the rates of
monthly basic pay for members of the uniformed services as required
by the preceding paragraph shall have the force and effect of statute,
and such adjustments shall:

(1) provide all personnel of the uniformed services with an
overall average increase in regular compensation which equates
to that provided General Schedule employees, and

(2) carry the same effective date as that applying .to the com-
pensation adjustments provided General Schedule employees.

(c) For the purposes of this section, ‘“regular compensation means
basic pay, quarters and subsistence allowances (either in cash or in
kind), and the tax advantage on those allowances.]

@)
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Rinety-third Gungrtss of the Wnited States of America

AT THE SECOND SESSION

Begun and held at the City of Washington on Monday, the twenty-first day of January,

one thousand nine hundred and seventy-four

An Act

To amend title 37, United States Code, to refine the procedures for adjustments
in military compensation, and for other purposes.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That chapter 1 of
title 37, United States Code, is amended by amending section 101 as
follows:

“(25) ‘regular compensation’ or ‘regular military compensation
(RMC)’ means the total of the following elements that a member
of a uniformed service accrues or receives, directly or indirectly,
in cash or in kind every payday: basic pay, basic allowance for
quarters, basic allowance for subsistence; and Federal tax advan-
tage accruing to the aforementioned allowances because they are
not subject to Federal income tax.”

Skc. 2. Chapter 3 of title 37, United States Code, is amended by
amending section 203(a) to read as follows:

“(a) The rates of monthly basic pay for members of the uniformed
services within each pay grade are those prescribed in accordance with
section 1009 of this title.”

Skc. 3. Chapter 7 of title 37, United States Code, is amended as
follows:

(1) By amending section 402(a) to read as follows:

“(a) Except as otherwise provided by law, each member of a uni-
formed service who is entitled to basic pay is entitled to a basic allow-
ance for subsistence as set forth in this section.”

_ . -~ (2). By amending the fourth sentence of section 402(h). o read as
follows: “The allowance for an enlisted member who is authorized to
receive the basic allowance for subsistence under this subsection is at
the rate prescribed in accordance with section 1009 of this title.”

(3) By amending the first sentence of section 402(c) to read as fol-
lows: “An officer of a uniformed service who is entitled to basic pay
is, at all times, entitled to the basic allowance for subsistence at the
monthly rate prescribed in accordance with section 1009 of this title.”

(4) By repealing section 402(d).

(5) By redesignating section 402 (e) as section 402(d), and section
402 (f) as section 402(e).

SG) By amending section 403 (a) to read as follows:

“(a) Except as otherwise provided by law, a member of a uniformed
service who is entitled to basic pay is entitled to a basic allowance for
quarters at the monthly rates prescribed in accordance with section
1009 of this title, according to the pay grade in which he is assigned
or distributed for basic pay purposes.”

Sec. 4. Chapter 19 of title 37, United States Code, is amended by
adding the following new section after section 1008 and inserting a
corresponding item in the chapter analysis:

“§ 1009. Adjustments of compensation

__“(a) Whenever the General Schedule of compensation for Federal
“classified employees as contained in section 5332 of title 5, United
States Code, 1s adjusted upward, the President shall immediately make
an upward adjustment in the—
“(1) monthly basic pay authorized members of the uniformed
services by section 203 (a) of this title;
“(2) basic allowance for subsistence authorized enlisted mem-
bers and officers by section 402 of this title; and
“(3) basic allowance for quarters authorized members of the
uniformed services by section 403(a) of this title.
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“(b) An adjustment under this section shall have the force and
effect of law and shall— )

“(1) carry the same effective date as that applying to the
compensation adjustments provided General Schedule employees;

“(2) be based on the rates of the various elements of compen-
sation as defined in, or made under, section 8 of the Act of
December 16, 1967 (Public Law 90-207; 81 Stat. 654), section
402 or 403 of this title, or this section; and

“(8) provide all eligible members with an increase in each
element of compensation, set forth in subsection (a) of this section,
which is of the same percentage as the overall average percentage
increase in the General Schedule rates of basic pay for civilian
employees.”

Sec. 5. Until the effective date of the first upward adjustment in
the rates of monthly basic pay for members of the uniformed services
made by the President under section 1009 of title 37, United States
Code, as added by section 4 of this Act, after the effective date of
this Act, the rates of monthly basic pay for members of the uniformed
services authorized by section 203(a) of that title are those prescribed
by Executive Order 11740 of October 3, 19478, which became effective
on October 1, 1973.

Skc. 6. Until the effective date of the first upward adjustment in the
rates of basic allowance for subsistence for enlisted members and
officers made by the President under section 1009 of title 37 , United
States Code, as added by section 4 of this Act, after the effective date
of this Act, the rates prescribed under section 402 of title 37 , United
States Code, as it existed on the date before the effective date of this
Act, shall continue in effect.

Skc. 7. Until the effective date of the first adjustment in the rates of
basic allowance for quarters for members of the uniformed services
made by the President under section 1009 of title 87, United States
Code, as added by section 4 of this Act, after the effective date of this
Act, the rates of basic allowance for quarters prescribed in section 403
(&) of title- 37, United-States Code, as it existed on the day before the
effective date of this Act, shall continue in effect.

. SEkc. 8. Section 8 of the Act of December 16, 1967 (Public Law
90-207; 81 Stat. 654), is repealed.
Sec. 9. This Act is effective upon enactment.

Speaker of the House of Representatives.

Vice President of the United States and
President of the Senate.
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