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97tH CONGRESS
=29 H.R. 1400

T

0 amend title 38, United States Code, to establish new educationsl assistance
programs for veterans and for members of the Armed Forces.

IN THE HOUSE OF REPRESENTATIVES
JANUARY 28, 1981

Mr. MonToomERY (for himself, Mr. HammurscuMIpT, Mt WHiTE, Mrs. Horr,

Mr. AUCOIN, and Mr. HARTNETT) introduced the following bill; which was
referred jointly to the Committees on Vetorans' Affairs and Armed Services

A BILL

To amend title 88, United States Code, to establish new educa-

1
2
3
4

5
6
7
8

tional assistance programs for veterans and for members of
the Armed Forces. ) \

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
SHORT TITLE

SecTION 1. This Act may be cited as the “Veterans’
Educational Assistance Act of 1981".
NEW EDUCATIONAL ASSISTANCE PROGRAM
Sec. 2. (a) Title 38, United States Code, is amendsd by
inserting before chapter 31 the following new chapter:

am
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1 “CHAPTER 30-—ALL VOLUNTEER FORCE
2 EDUCATIONAL ASSISTA&CE PROGRAM
: "suncn.;wm I—PURPOSES; DEFINITIONS

. “1401. Purposes.
. 1402, Definitions.

“SUBCHAPTER II—BASIC EDUCATIONAIL ASSISTANCE

“1411. Pasic educational assistance for service on active duty.

1412, Basic educational assistence entitlement for sorvico in the Selected Reserve
p and National Guard.

*1418. Duration of basic educational ssaistance.

“1414. Paymentiof basio educational assistance.

“1415. Amount of basic educationsl assistance.

*1416. Early enroliment in a program of education.

“SUBCHAPTER INT—SUPPLEMENTAL EDUCATIONAL ASSISTANCE

“1421. Supplemental educational sssistance for additional service.

“1422. Amount of supplemental educational assistance.

“1423. Authorizstion for additional assistance for members with critica] speciaities.

#1424, Payment of supplementa! educational assistance and sdditional educational
assistance under this subchapter.

“SUBCHAPTER IV—AUTHORITY TO ALLOW TRANSFER OF
ENTITLEMENT TO DEPENDENTS

“1481. Authority to ailow membera of the Armed Forces with critical specialties to
transfer entitlement to dependents.

1482. Regulations.

“1433. Status of dependents to whom entitlement is transferred.

“1434. Definition.

“SUBCHAPTER V—PRESERVICE EDUCATIONAL ASSISTANCE
PROGRAM

“1441. Authority to enter into agreements.

“1442. Preservice oducational assistance sgrecn:ents.

“1448. Eligibility for preservico educational assiatance.

“1444. Limitation on amount of educational assistance.

*“1445. Amount of obligated service.

“1446. States of individual before obligated service is performed.
“1447. Regulations.

“SUBCHAPTER VI—PERIODS FOR USE OF ENTITLEMENT; GENERAL
AND ADMINISTRATIVE PROVISIONS

“1451. Time limitation for use of entitloment.
“1452. Limitation on educational assistance for individuals being furnished subsist-
ence.
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*1483, Individusls with entilament under chapter 34 or 35 of this title.
“1454. Program sdministration.

“1485. Allocstion of administration and of program costa.

14568, Predischarge counseling requirement.

“1457. Reporting requirement.

“SUBCHAPTER I—PURPOSES; DEFINITIONS

“81401. Purposes

““The purposes of this chapter are—

“(1) to provide an improved educational assistance
program to assist in the readjustment of members of
the Armed Forces after their separation from military
service; .

“2) to promote and assist the All-Volunteer
Force program and the Total Force Concept of the
United States Armed Forces by establishing an im-
proved program of educational assistance for service on
-active duty-and in the Selected Reserve and National
Guard to aid in the recruitment and retention of highly
qualified personuel for both the Active and Reserve
components of the Armed Forces; and

“(3) to give special emphasis to providing educa-
tional assistance benefits to aid in the rstention of per-
sonnel in the Armed Forces who have skills in critical
specialties in which there are serious shortages of per-

sonnel in the Armed Forces.

“§ 1402, Definitions

‘“For the purposes of this chapter:

Co
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“(1) The term ‘basic educational assistance’ means edu-

cational assistance provided under subchapter II of this
chapter.

“(2) The term ‘supplemental educational sssistance’
means educational assistance provided under subchapter IIL
of this chapter.

*(3) The term ‘preservice educational assistance’ means
educational assistance provided under subchapter V of this
chapter.

“(4) The term ‘program of education’ has the meaning
given such term in section 1652(b) of this title.

“(5) The term ‘Armed Forces’ means the Army, Navy,
Air Force, and Marine Corps, including the Reserve compo-
nents thercof.

“6) The term ‘Selocted Reserve’ means the Selected
Reserve of the Ready Reserve of any of the Reserve compo-
nents (including the Army National Guard of the United
States and the Air National Guard of the United States) of
the Armed Forces, as required to be maintained under sec-
tion 268(b) of title 10.

“(7) The term ‘active duty’ does not include any period
during which an individual (A) was assigned full time by the
Armed Forces to a civilian institution for a course of educa-

tion which was substantially the same as established courses

offered to civilians, (B) served as a cadet or midshipman at
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one of the service academies, or (C) served under the provi-

sions of section 511(d) of title 10 pursuant to an enlistment in

the Army National Guard or the Air National Guard, or as a

Reserve for service in the Army Reserve, Naval Reserve,
Air Force Reserve, Marine Corps Reserve, or 6oast Guard
Reserve.

“SUBCHAPTER II—BASIC EDUCATIONAL

ASSISTANCE
“§1411. Basic eduééiional assistance for service on active
duty

‘“Bach individual who—

“(1) is a graduate of a secondary school (or has a
high school equivalency certificate, as determined by
the Administrator),

“(2) after September 30, 1981, and after meeting
the requirement of clause (1) of this section—

“(A) serves at least three years of continuous
active duty in the Armed Forces; or
“(B) serves in the Armed Forces and

(notwithstanding section 977 of title 10) is dis-

charged or released from active duty for a

service-connected disability, for hardship, or, in

the case of an individual who completed not less
than 30 months of active duty, for the conven-

ience of the Government; and
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1 “(3) after completion of the service described in
clause (2) of this section—

“(A) is discharged from'such service with an

W N

honorable discharge or is placed. on the retired
list;

“(B) continues on sactive duty without a
break in service; or

T “(0) is released from active duty for further

© W I O Ot

gervice in & Reserve component of the Armed
10 Forces after honorable service on active duty;
11 is entitled to basic educational assistance under this chapter.

12 “81412. Basic educational assistance entitlement for serv-

13 fce in the Selected Reserve and National
14 Guard

15 “Each individual who—

16 “(1) is a graduats of a secondary school (or has a
17 high school equivalency certificate, as determined by
18 the Administrator),

19 “(2) after September 30, 1981, and aftor meeting
20 the requirement of clause (1) of this section, serves—
21 “(A) at least two years of continuous active
22 duty in the Armed Forces; and

23 “(B) at least four years of continuous duty in
24 the Selected Reserve during which the individual
25 satisfactorily participates in training as required
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by the Secretary concerned or .is earlier dis-
charged or released from service in the Selected
Reserve for a service-connected disability, for
hardship, or for the convenience of the Govern-
ment; and
“(8) after completion of the service described in
clause (2) of this section—
=+ "(A) is discharged from such service with an
honorable discharge or is placed on the retired
list; or .
“(B) continues on active duty or in the
- Selected Reserve without a break in service;
is entitled to basic educational assistance under this chapter.
“§1413. Duration of basic educational assistance
“(a) Subject to section 1795 of this title and subsection
(b) of this section, each individual entitled to basic educa-
tional assistance under this chapter is entitled to (1) one
month of educational assistance benefits under this chapter
for each month of active duty served by such individual, and
(2) one month of educational assistance benefits under this
chapter for each three months sarved by such individual
in the Selected Reserve when not on active duty.
“(b) No individual may receive basic educational assist-

ance benefits under this chapter for a period in excess of
1
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thirty-six months (or the equivalent thereof in part-time edu-
cational assistance).
“§1414. Payment of basic educational assistance

“The Administrator shall pay to each individual entitled
to basic educational assistance who is pursuing an approved
program of education & basic educational assistance allow-
ance pursuant to this section to help meet, in part, the ex-
penses of such individual’s subsistence, tuition, fees, supplies,
books, equipment, and other educational costs.
“§1415. Amount of basic educational assistance

“Subject to section 1452 of this title, a basic educa-
tional assistance allowance under this subchapter shall he
paid (1) at the monthly rate of $250, for an approved pro-
gram of education pursued on a full-time basis, or (2) at an
appropriately reduced rate, as determined under regulations
which the Administrator shall prescribe, for an approved pro-
gram of education pursued on less than a full-time basis.
“§1416. Early enroilment in a program of education

“An individual who has completed at least two yoars of
service on active duty or in the Selected Reserve and who is
otherwise eligible for basic educational assistance may enroll

in & program of education while continuing to perform the

duty described in section 1411 or 1412 of this title.
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“SUBCHAPTER II—SUPPLEMENTAL
EDUCATIONAL ASSISTANCE
“§1421. Supplemental educational assistance for addi-
tional service

“(a) An individual eligible for basic educational assist-
ance under section 1411 of this title who after September 30,
1981, has served three or more consecutive years of active
duty in the Armed Forces in addition to the years of active
duty counted under section 1411(2) of this title without a
break in such service is entitled to supplemental educational
assistance under this subchapter.

“(b) An individual eligible for basic educational assist-
ance under section 1412 of this title who after September 30,
1981, has served two or more consecutive years of active
duty in the Armed Forces in addition to the years of active
duty counted under section 1412(2) of this title and four or
more consecutive years of duty in the Selected Reserve in
addition to the years of duty in the Selected Reserve counted
under such section without a break in service is entitled to
supplemental educational assistance under this subchapter.

“lc) No part of any period of active duty or duty in the
Selected Reserve that occurs before the period of duty by

which the individual concerned qualifies for basic educational

assistance shall be counted for purposes of this section.
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“§1422. Amount of supplemental educational assistance
“Subject to section 1452 of this title, supplemental edu-
cational assistance under section 1421 of this title shall be
paid (1) at the monthly rate of $300, for an approved pro-
geam of education pursued on a full-time basis, or (2) at an
appropriately reduced rate, as detfrmined under regulations
which the Administrator shall prescribe, for an approved pro-
gram of education pursued on less thau a full-time basis.
“§1423. Authority for additional assistance for members
with critical specialties
*“An individual—

“(1) who has a skill or specialty designated by the
Secretary of Defense as a skill or specialty in which
there is a critical shortage of personnel; and

“(2) who is entitled to basic educational
assistance,

may be provided supplemental educational assistance under
this subchapter in addition to any supplemental educational
assistance available to such individual under section 1421 of
this title. Such assistance may be paid at such monthly rates
as the Secretary of Defense considers appropriate or neces-
sary for the purpose of attracting and retaining individuals

with such skills or specialties in the Armed Forces.

13
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“81424. Payment of supplemental and additional educa-

tional assistance under this éubch:pter
“The Administrator shall increase the monthly basic
educational assistance allowance paid to an individual who is
entitled to educational assistance under this subchapter by
the monthly amount of the supplemental educational agsist-
ance or additional educational assistance, or both, to which
the individual is entitled.
“SUBCHAPTER IV—TRANSFER OF ENTITLEMENT
" TO DEPENDENTS
“§1431. Authority to authorize members of the Armed
Forces with critical specialtics to transfer en-
titlement to dependents
“(a) Under regulations prescribed under section 1432 of
this title, the Secretary of Defense may authorize & member
of an armed force who—

“(1) has served eight or more but less than twelve
consecutive years on active duty;

“(2) has- a skill or specialty designated by the
Secretary of Defense as a skill or specialty in which
there is a critical shortage of personnel; and

“(8) is entitled to basic educational assistance,

to transfer to one or more of such member’s dependents all or

any part of such member's entitlement to educational assist-

ance under this chapter.
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“(b) Subject to regulations prescribed under section
1432 of this fitle, a transfer of entitlement under this section
may be revoked, in whole or in part, or may be modified at
any time.

“§1432. Regulations

“(a) The Secretary of Defense shall prescribe regula-
tions for the estahlishment of eligibility of members to trans-
fer entitlement under this subchapter, and any transfer of
entitlement under this subchapter shall be made in accord-
ance with such regulations. In prescribing such regulations,
the Secretary of Defense—

“(1) shall designate the skills or specialties in
which there is a critical shortage of personnel which
qualify a member for consideration for authorization to
transfer entitlement under this section;

“(2) shall establish such other terms and condi-
tions for authorization to transfer entitlement as the
Secretary considers appropriate considering the needs
of the service.

“) The Administrator shall prescribe regulations for
the administration of the transfer of educational assistance
entitlement under this subchapter by members determined
pursuant to the regulations prescribed pursuant to subsection

() of this section to be eligible to make such & transfer and

for the provision of such assistance to dependents to whom
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such entitlement is transferred. In prescribing such regula-
tions, the Administrator may place such limits upon the
changing and revoking of transfers of entitlement as the Sec-
retary considers necessary for efficient administration.
“§1433. Status of dependents to whom entitlement is
transferred

“(a){1) A dependent to whom entitlement is transferred
under this subchapter is entitled to educational assistance
under this chapter in the same manner and under the same
terms and conditions as the member from whom the entitle-
ment was transferred would be entitled, except that such as-
sistance may only be provided under this subchapter while
the member from whom the entitlement was transferred con-
tinues on active duty or upon the completion of twenty years
of active duty by the member.

“(2) A child to whom educational assistance is trans-
ferred under this subchapter may not use such assistance
until the child is eighteen years of age or graduates from a
secondary school, whichever occurs first.

“(b) If a member transfers entitlement under this section
to two or more dependents, the educational assistance pay-
able under this chapter shall be divided (1) in such manner as
the member specifies, or (2) if tho member is deceased or is

otherwise unable or unwilling to specify tha manner in which

fomd .
oY
e~
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14
the assistance shall be divided, as determined under regula-
tions prescribed under section 1432 of this title.

“(c) Assistance may not be paid under-this chapter to an
individual who at the time the benefits would otherwise be
paid is not a child or spouse or surviving spouse of the indi-
vidual who transferred the benefits, notwithstanding that the
individual was a dependent at the time the election was made
to transfer the benefits.

“§1434. Definition
“For the purposes of this subchapter, the term ‘depend-
ent’ means— ‘
“(1) a child of an indivigual; and
“(2) the spouse of an individual.
“SUBCHAPTER V-—PRESERVICE EDUCATIONAL
ASSISTANCE PROGRAM
“§ 1441. Authority to;nger into agreements

“To encourage enlistments in the active-duty compo-
nents of the Armed Forces and in units of the Selected Re-
serve, the Secretary concerned may enter into preservice
cducational assistance agreements described in section 1432
of this title under which the Secretary agrees to provide edu-
cational assistancr in return for an individual's agreement to
perform a specified period of obligated service on active duty

or in the Selected Reserve.

| SN
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“§1442. Preservice educational assistance agreements

‘(a) A preservice educational assistance agreement shall
provide (1) that the Secretary concerned shall, subject to sec-
tion 1445 of this title, provide educational assistance to the
individual concerned at a rate and for a period specified in
such agreement, and (2) that such individual, in consideration
for the provision of such educational a,ss;istance, shall agree to
serve on active duty or in the Selected Reserve for a period
specified in the agreement and determined in accordance with
section 1446 of this title.

“(b) Any such agreement shall be in writing and shall in
clear language state the obligations and responsibilities of
both parties, including the obligations of the individual con-
cerned under section 1444 for failure to perform,satisfactory
service in accordance with the agreement after receipt of
educational assistance.

“§1443. Eligibility for preservice educational assistance

“To be eligible for educational assistance under this sec-
tion, an individual—

*(1) must not be a member of the Armed Forces;

“(2) must be a graduate of a secondary school (or
have a high-school equivalency certificate, as deter-
mined by the Secretary of Defense); and

“(8) must otherwise be eligible to become a

member of the Armed Forces.
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“g§ 1444. Limitation on amount of educational assistance

“The amount of educational assistance provided an indi-
vidual under an agreement under this subchapter may not
exceed 36 months and may not be provided at a rate in
excess of $300 per month for pursuit of a programn of educa-
tion on a full-time basis (or a proporiionate amount, for pur-
suit of a program of education on a lese-than-full-time basis).
“§1445. Obligated service

“(a) The amount of obligated service which an individ-
ual is required to perform under an agreement under this
subchapter is one month of service on active duty for each
month of educational assistance provided or three months of
service in the Selected Reserve for each month of educational
assistance provided, or a combination thereof.

“(b) Obligated service performed pursuant to an agree-
ment under this subchapter may not be counted toward serv-
ice required to earn basic or supplemental educational
agsistance.

“51446. Status of individual before obligated service is
performed

“Upon signing an agreement under this subchapter, an
individual becomes a member of the Armed Forces and shall
be placed in an element of the Ready Reserve of a Reserve

component of the Armed Forces.




IR

W 00 A1 A AW N e

[ T - T - T - I X I X R X R S S e S O T e L T
A Ot e W N = O W W A Gt o W N = O

XX

17
“§1447. Regulations

“The Secretary of Defense shall prescribe regulations
for the admiristration of this subchapter. Such regulations
shall apply uniformly smong the Armed Forces. -
“SUBCHAPTER VI—TIME LIMITATION FOR USE

OF ENTITLEMENT; GENERAL AND ADMINIS-

TRATIVE PROVISIONS -

“§1451. Time Zmitation for use of entitlement

“(a) Except as provided in subsections (c) through (f) of
this section, the period during which an individual entitled to
educational assistance under this chapter may use such indi-
vidual’s entitlement expires at the end of the ten-year period
beginning on the date of such individual's last discharge or
re:ease from active duty.

“(b) Except as provided in subsections (e) and (f) of this
section, the period during which & dependent with entitle-
ment transferred under section 1431 of this title may use
such entitlement expires at the end of the ten-year period
beginning on the earlier of—

“(1) the date on which the dependent begins to
use such entitlement; or

“(2) the same date that applies to the individual
from whom the entitlement was transferred.

“(c) In the case of any eligible individual who has been
prevented, as determined by the Administrator, from pursu-
ing a program of education under subchapter IT or III of this

)

YA,
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chapter within the ten-year period prescribed by subsection
(a) of this section because such individual had not met the
neture of discharge requirement of such subchapter before (1)
the nature of such discharge or release was changed by ap-
propriate authority, or (2) with respect to educational assist-
ance under subchapter I of this seetion, the Administrator
determined, under regulations prescribed by the Administra-
tor, that such discharge or release was under conditions other
than dishonorable, such ten-year period shall not run during
the period of time that such individual was so prevented from
pursuing such program of education.

“(d) In the case of an individual eligible for educational
assistance under the provisions of this chapter who, subse-
quent to such individual’s last discharge or release from
active duty, was captured and held as a prisoner of war by a
foreign government or power, the ten-year period described
in subsection (a) of this section shall not run (1) while such
individual i3 so detained, or (2) during any period immediate-
ly following such individual’s release from such detention
during which such individual is hospitalized at a military, ci-
vilian, or Veterans’ Administration medical facility.

“(e) In the case of an individual eligible for educational
assistance under this chapter (including & dependent to whom

entitlement under this chapter has been transferred pursuant

to section 1425 of this title) and—
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“(1) who was prevented from pursuing such indi-
vidual's chosen program of education prior to the expi-
ration of the ten=yeax: period for use of sntitlement
under this chapter otherwise applicable under this sec-
tion because of a physical or mental disability which
was not the result of such individual's own willful mis-
conduct, and
*(2) who applies for an extension of such ten-year
period within one year after (A) the last day of such
period, or (B) the last day on which such individual
was so prevented from pursuing such program, which-
ever is later,
such ten-year period thall not run with respect to such indi-
vidual during the period of time that such individual was so
prevented from pursuing such program and such ten-year
period will again begin running on the first day following
such individual’s recovery from such disability on which it is
reasonably feasible, as determined under regulations which
the Administrator shall prescribe, for such mdividual to initi-
ate or resume pursuit of a program of education with educa-
tional assistance under this chapter.
“(0)(1) If an individual entitled to educational assistance
under this chapter (including an individual to whom such en-

titlement has been transferred) is enrolled under this chagter

in an educational institution regularly operated on the quar-
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ter or semester system and the period during which such in-
dividual may use such individual's entitlement under this
chapter would, under this scetion, expire during a quarter or
semester, such period shall be extended to the termination of
such quarter or semester.

“(2) If an individual entitled to educational assistance
under this chapter (including an individual to whom such en-
titlement has been transferred) is enrolled under this chapter
in an educational institution not regularly operated. on the
quarter or semester system and the period during which such
individual may use such individual’s entitlement under this
chapter would, under this section, expiro after a major por-
tion of the course is completed, such period shall be extended
to the end of the course or for twelve weeks, whichever is the
lesser period of extension.

“§1452. Limitation on educational assistance for individ-
uals being furnished subsistence

“In the casc of an individual cntitled to educational as-
sistance under this chapter (including an individual to whom
such entitlement has been transferred) who is pursuing a pro-
gram of education—

“(1) while being furnished subsistence, whether in
whole or in part and in money or in kind, by an entity
of the United States or of a State or local government;

er
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“(2) on less than a half-time basis,

the total amount of monthly educational assistance of such
individual under this chapter may not exceed the established
charges for tuition and fees which the educational institution
involved requires similarly circumstanced nonveterans en-
rolled in the same program to pay.
“81463. Individuals with entitlement under chapter 34 or
35 of this title

“An individual entitled to educational assistance under
a program established by this chapter (including an individual
to whom such entitlement has been transferred) who is also
eligible for educational assistance under a program under
chapter 34 or 35 of this title may not receive assistance
under both programs concurrently but shall“elect (in such
form and manner as the Administrator may prescribe) under
which program to receive educational assistance.
“§1454. Proegram administration

“Except as otherwise provided in this chapter, the pro-
visions of sections 1663, 1670, 1671, 1673, 1674, 1676,
1681(c), and 1683 of this titloe and the provisions of sub-
chapters I and IT of chapter 36 of this title, with the excep-
tion of section 1786 of such chapter, shall be applicable to
the provision of educational assistance under this chapter.
The term ‘eligible veteran’, as used in those provisions, shall

be deemed to include an individual who is eligible for educa-

5|
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tional assistance under this chapter, and the term ‘eligible
person’, as used in those provisions, shall be deemed to in-
clude an individual to whom educational assistance is trans-
ferred under this chapter.
“§1455. Allocation of administration and of program
costs

“(a) Except to the extent otherwise specifically provided
in this chapter, the educational assistance programs estab-
lished by this chapter shall be administered by the Veterans’
Administration.

_*“(b)(1) Except to the extent provided in paragraph (2) of
this subsection, payments for entitlement earned under sub-
chapter II of this chapter shall be made from appropriations
made to the Veterans’ Administration.

“(2) Payments for entitlement earned under subchapter
II of this chapter which is used by an individual to whom
such ontitlement was transferred under subchapter TV of this
chapter, or which is used by the individual earning such en-
titlement after an election under such subchapter to transfer
such entitlement which was subsequently revoked, shall be
made from appropriations made to the Department of
Defense.

‘(3) Payments for entitlement earned under subchapter
IIT of this chapter (whether used by the individual earning

such entitloment or an individual to whom such entitlement

oo
(1
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was transferred under subchapter IV of this chapter) and

contracted for under subchapter V of this chapter shall be
made from appropr}aﬁons melde w the Department of
Defense.

“(¢) Furids for the payment by the Administrator of enti-
tlement described in paragraphs (2) and (3) of subsection (b)
of this section shall be- transfe:red to the Veterans’ Adminis-
tration as necessary from appropriations available for such
purpose. The Administrator and the Secretary of Defense
shall enter into an agreement for the manner in which such
transfers shall be carried out.

“§1456. Predischarge counseling requirement

“Upcu the discharge or release from active duty of a
member of the Armed Forces, the Secretary cencerned shall
provide for individual counseling of that member by a
member of the same armed force as that member who is
trained in readjustment counseling. Such counseling shall in-
clude a discussion of the educational assistancs benefits to
which the member is entitled and an explanatior. of the pro-
cedures for and advantages of affiliating witn the Selected
Reserve. A notation of the provision of such counseling shall

be entered in the service record of each member receiving

such counseling.
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1 “81457. Reporting requirement

2 “() The Secretary of Defense and-the Administrator
3 shall submit to the Congress at least once every two years
4 separate reports on the operation of the programs provided
5 for in this chapter. The Secretery and Administrator shall
6 include in ;each such report;—

7 “(1) information indicating (A) the extent to which
8 the benefit levels provided under this chapter are ade-
9 quate to achieve the purposes of inducing individuals to
10 enter and remain in the Armed Forces and of providing
11 an adequate level of financial assistance to help meet
12 the cost of pursuing & program of education, and (B)
13 whether it is necessary for the purposes of maintaining
14 adequate levels of well-qualified active-duty personnel
15 in the Armed Forces to continue to offer the opportu-
16 nity for educational assistance under this chapter to in-
17 dividuals who have not yet entered active-duty service; !
18 and

19 “(2) such recommendations for administrative and
20 legislative changes regarding the provision of educa-
21 tional assistance to members of the Armed Forces and
22 vetorans, and their dependents, as the Secretary or 1
23 Administrator considers appropriate.

24 “(b) The first reports under this section shall be submit- .‘
|

‘ 95 ted not later than April 1, 1983.".
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(b) The tables of chapters at the beginning of such title
and at the beginning of part IIX of such title are each amend-
ed by inserting above the item relating to chapter 81 the
following new item:

“30. All-Volunteer Forco Educational Assistance Program ..u..uusummunsen 1401”.
COOBDINATION WITH GTHER EDUCATION AND TRAINING
PROGRAMS

Sec. 3. (a) Section 1508(f)(1) of title 38, United States
Code, is amended—-
(1) in subparagraph (A)—
(A) by inserting “30 or” beforo “34" the
first place it appears; and
(B) by striking out ‘“‘chapter 84" the second
place it appears and inserting in lieu thereof
“either chapter 30 or chapter 34"; and
(2) in subparagraph (B), by inserting “80 or”
before ‘34",
(b)(1) Section 1602(a) of such title is amended by insert-
ing “and before January 1, 1982,” after “January 1, 1977,”
both places it appears.
(2) Section 1623 of such title is amended by adding at
the end the following{-ne:ir subs;action:
"‘(e) If a participant becomes entitled to educational as-
sistance under subchapter II of chapter 30 of this title, the

participant shall be disenrolled from the program under this

23
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chapter effective on the last day of the month in which the

participant becomes entitled to such assistance.”.
{eX1) Sec..on 1781 of such title ia amended by inserting
“30,” after ‘‘chapter”.
(2) Section 1795(a)(4) of such title is amended by insert-
ing “30,” after “chapters”.
TERMINATION OF RIGHT TO ENROLL IN CHAPTER 32
PROGRAM
SEC. 4. Section 408 of the Post-Vietnam Era Veterans’
Educational Assistance Act of 1977 (Public Law 94-502; 90
Stat. 2397) is amended—
(1) in subsection (a)—
(A) by striking out “(a)(1)”’; and
(B) by striking out all after “December 31,
1981” and inserting in lieu thereof a period; and
(2) by striking out subsection (b).
TWO-YEAR EXTENSION OF PILOT DEPARTMENT OF
DEFENSE EDUCATIONAL LOAN REPAYMENT PROGRAM
Skc. 5. Section 902(g) of the Department of Defense
Authorization Act, 1981 (Public Law 96-342; 94 Stat.
1115), is amended by striking out ‘“‘October 1, 1981” and
inserting in lieu thereof *“October 1, 1983”.
EFFECTIVE DATE

Sec. 6. The authority of the Secretary concerned to

enter into preservice educational assistance agreements
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1 under subchapter IV of chapter 30 of title 38, United States

2 Code, 2s added by section 2, is effective on October 1, 1981.
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A BILL

To amend title 38, United States Code, to establish new educa-
tional assistance progfams for veterans and for members of
[]
the Armed Forces.

—

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
SHORT TITLE

Section 1. This Act may be cited as the “Veterans’
Educational Assistance Act of 1981
NEW EDUCATIONAL ASSISTANCE PROGRAM
Sec. 2. (a) Title 38, United States Code, is amended
by inserting before chapter 31 the following new chapter:
“CHAPTER 30—ALL-VOLUNTEER FORCE
EDUCATIONAL ASSISTANCE PROGRAM

W W 1 R > A~ W D

—
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“SUBCHAPTER 1—PURPOSES; DEFINITIONS

“Sec.
“1401. Purposes.
“1402. Definitions.
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“SUBCHAPTER 11—BASIC EDUCATIONAL ASSISTANCE

“1411. Basic educationcl assistance for service on active duty.

“1412. Basic educalional assistance entitlement for service in the Selected Reserve.
“1418. Duration of basic educalional assistance.

“1414. Payment of basic educational assistance.

“1415. Amount of basic educational assistanze.

“1416. Inservice enrollment in a program of education.

“SUBCHAPTER 111—SUPPLEMENTAL EDUCATIONAL ASSISTANCE

“1421. Supplemental educational assistance for additional service.
“1422. Amount of supplemental educational assistance.
“1423. Payment of supplemental educational assistance under this subchapter.

“SUBCHAPTER 1V—AUTHORITY TO ALLOW TRANSFER OF
ENTITLEMENT TO DEPENDENTS

“1431. Authority to allow members of the Armed Forces lo transfer entitlement to
dependents.

“1432. Regulations.

“1483. Status of dependents to whom entitl t is transferred.

“1434. Definition.

“SUBCHAPTER V—TIME LIMITATION FOR USE OF ELIGIBILITY
AND ENTITLEMENT; GENERAL AND ADMINISTRATIVE PROVI.
SIONS

“1441. Time limitation [or use of eligibility and entitlement.

“1442. Limitation on educational assistance for certain individuals.
“1443. Bar to duplication of educational gssistance benefits.

“1444. Program administration.

“1445. Allocstion of administration and of program costs.

“1446. Reporting requirement.

“Subchapter I—Purposes; Definitions
“§ 1401. Purposes
“The purposes of this chapter are—

“(2) to provide a new educational assistance pro-
gram lo assist in the readjustment of members of the
.Armed Forces to civilian life after their separaticn
from military service;

“(2) to promote and assist the All-Volunteer Force
program and the Total Force Concept of the Armed '

33
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1 Forces by establishing a new program of educational
assislance based upon service on active duly or a com-
bination of service on active duty and in the Selected
Reserve (including the National Guard) to aid in the

recruitment and retention of highly-qualified personnel

2
3
4
5
6 for both the active and reserve components of the
7 Armed Forces; and

8 “(3) to give special emphasis to providing educa-
9 tional assistance benefits to aid in the retention of per-
10 sonnel in the Armed Forces.

11 “§ 1402. Definitions

12 “For the purposes of this chapter—

13 “(1) The term ‘basic educational assistance’ means edu-
14 cational assistance provided under subchapter 11 of this
15 chapter.

16 “(2) The term ‘supplemental educationcl assistance’
17 ‘means educational assistance provided under subchapter 111
18 of this chapter.

19, “(3) The term ‘program of education’ has the meaning
20 given such term in section 1652(h) of this title.

21 “(4) The term ‘Selected Reserve' means the Selected

22 Reserve of the Ready Reserve of any of the reserve compo-
23 nents (including the Army National Guard of the United
24 States and the Air National Guard of the United States) of

¢
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the Armed Forces, as required to be mainlained under section
268(b) of title 10.

“(5) the term ‘Secretary concerned’ means the Secre-
tary of Defense with respect to members of the Armed Forces
under the furisdiction of the Secretary of a military depar!-
ment and the Secretary of Transportation with respect lo the
Coast Guard when it is not operating as a service in the
Navy.

“(6) The term ‘aclive duty’ does not include any period
during which an individual (A) was assigned full time by the
Armed Forces lo a civilian institution for a course of educa-
tion which was substantially the same as established courses
offered to civilians, (B) served as a cadet or midshipman at
one of the service academies, or (C) served under the provi-
sions of section 511(d) of title 10 pursuant lo an enlistment
in the Army National Guard or the Air National Guard, or
as a Reserve for service in the Army Reserve, Naval Reserve,
Air Force Reserve, Marine Corps Reserve, or Coast Guard
Reserve.

“Subchapter II—Basic Educationai Assistance
“S 1411. Basic educational assistance for service on active
duty

“Each individual who—

“(1) after September R0, 1981—
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1 “(4) serves at least three years of continuous
2 active duty in the Armed Forces; or
3 “(B) serves in the Armed Forces and (not-
4 withstanding section 977 of title 10) is discharged
5 or released from active duty for a service-connect-
6 ed disability, for hardship, or, in the case of an
( individual who completed not less than 30 months
8 of active duty, for the convenience of the Govern-
9 menl;
10 “(2) before completion of the service described in
11 clause (I) of this section, has received a secondary
12 school diploma (gr an equivalency certificate); and
13 “(3) after c;bmplelion of the service described in
14 clause (1) of this section— ~
15 “(A) is discharged from service with an
16 Honorable Discharge, is placed on the retired list,
17 is transferred to the Fleet Reserve or Fleet
18 Marine Corps Reserve, or is placed on the tempo-
19 rary disability retired list;
20 “(B) continues on active duty; or
21 “(C) is released from active duty for further
22 service in a reserve componen! of the Armed
| 23 Forces after service on active duty characterized
24 by the Secretary concerned as honorable service;

25 is entitled to basic educational assistance under this chapler.
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1 “§ 1412, Basic educational assistance antitlement for service
2 in the Selected Reserve

3 “(a) Each individual who~— e

4 “(1) after September 30, 1981—

5 “(4) serves at least two years of conlinuous
6 active duly in the Armed Forces characterized by
1 the Secretary cemcemeé as honorgble service; and
8 “(B) subject to subsection (b) of this section
9 and after completion of the service on active duly
10 described in clause (4) of this paragraph, serves
11 at least four years of continu?us duty in the Se-
12 lected Reserve during which the individual par-
13 ticipates satisfactorily in training as required by
14 the Secrelary ct;‘nccmed;

15 “(2) before completion of the service described in
16 clause (1) of this section, has received a secondary
17 school diploma (or an equivalency certificate); and

18 “3) after completion of the service described in
19 clause (1) of this section—

20 “(4) is discharged from service with an
21 Honorable Discharge, is placed on the retired list,
22 or is transferred to the Standby Reserve or an
23 element of the Reidy Reserve other than the Se-
24 lected Reserve after service in the Selected Re-

- 25 serve characterized by the Secretary concerned as

26 honorable service; or

o 37
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“(B) continues on active duly or in the Se-

lected Reserve; ‘
is entitled to basic educational assistance under this chapter.

“(b)(1) The requirement of four years of service under
clause (2)(B) of subsection (a) of this section is not applica-
ble to an individual who is discharged or released from serv-
ice in the Selected Reserve for a service-connected disability,
for hardship, or (in the case of an individual discharged or
released after three and one-half years of service) for the con-
venience of the Government.

“(2) Continuity of service of a member in the Selected
Reserve 'for purposes of such clause shall not be considered to
be brols:en—

“(4) by any period of time (not to exceed a mazi-
mum period prescribed by the Secretary concerned by
regulation) during which the member is not able to
locate a unil of the Selected Reserve of his Armed
Force that he is eligible to join or that has a vacancy;
or

‘“(B) by any other period of time (not to exceed a
mazimum period prescribed by the Secretary concerned
by regulation) during which the member is not at-
tacked to a unit of the Selected Reserve that the Secre-
tary concerned, pursuant to regulations, considers to be

inappropriale to consider for such purpose.

33 .t
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“8 1413. Duration of baslc educational assistance

“(a) Subject to section 1795 of this title and subsection
(B) of this section, each individual entitled to basic education-

al assistance under this chapter is entitled to (1) one month
of educational assistance benefits under this chapter for cach
month of active duty served by suchk individual, and (2) one
month of educational assistance benefits under this chapter
for each four months served by such individual in the Select-
ed Reserve (other than any month in which the individual
served on active duly).

“) No individual may receive basic educational assist-
ance benefits under this chapter for a period in excess of 36
months (or the equivalent thereof in part-time educational as-
sistance).
“§ 1414, Payment of basic educational assistance

“The Administrator shall pay to each individual enti-
tled to basic educational assistance who is pursuing an ap-
proved program «of education @ basic educational assistance
allowance to Aelp meet, in part, the expenses of such individ-
ual's subsistence, tuition, fees, supplies, books, equipmen,
and other educational costs.
“§ 1415. Amount of basic educational assistance

“(a) Subject to section- 1442 of this title and except as
otherwise provided in subsection (b) of this section, a basic
educational assistance allowance under this subchapter shall
be paid—

33
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“(1) at the monthly rate of $300 for an approved

program of education pursued on a full-time basis; or

“(2) at an appropriately reduced rate, as deter-
mined under regulations which the Administrator shall
prescribe, for an approved program of education pur-
sued on less than a full-time basis.

“®) In the case of an individual who has o skill or
specially designated by the Secrelary concerned as a skill or
specially in whick there is a critical shorlage of personnel,
the Secretary concerned, pursuant to regulations to be pre-
scribed by the Secretary, may establish the rate of the basic
educational assistance allowance applicable to such individu-
al at suck rate in excess of the rate prescribed under subsec-
tion (a) of this section as the Secretary considers appropriate.
“§ 1416. Inservice enrollment in a program of education

“A member of the Armed Forces who has completed at
least two years of service on active duty after September 30,
1981, has continued on active duly or in the Selected Re-
serve withoul a break in service (excepl as described in sec-
tion 1412(b)(2) of this title), and who but for section 1411(1)
or 1412(1) of this title would be eligible for basic educational
ussislance may receive educalional assistance under this
chapter for enrollment in an approved program of education
while continuing to perform the duty described in section

1411(1) or 1412(1) of this title.

4v
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1 “Swbchapter lI1—Supplemental Edncalianai Assistance
2 “§1421. Supplernental educational assistcince for(addlt:'anal
8 service !
4 “(a) An individual eligible for basic educational assist-
5 ance under section 1411 of this title who—
6 “(1) has served three or more consecutive years of
1 active dul; in the- Armed Forces in addition lo the
8 years of active duty counted under section 1411(1) of
9 this title without a break in such service; and
10 “(2) after completion of the service described in
11 clause (1) of this subsection—
12 “(A) is discharged from service with an
13 Honorable Discharge, is placed on the retired list,
14 is transferred to the Fleet Reserve or Fleet
15 . Marine Corps Reserve, or is placed on the lempo-
16 rary disability retired lisi;
17 . “(B) continues on active duty without a
18 break in service; or
19 “(C) is released from active duty for further
20 service in a Reserve component of the Armed
21 Forces after service on active duty characterized
22 by the Secretary concerned as honorable service;
98 is entitled to supplemental educational assistance under this

24 subcha‘pler.
25 “(b) An individual eligible for basic educational assist-
26 ance under section 1412 of this title who—

4
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“(1) hasl served two or more consecutive years of
active duty in the Armed Forces in addition lo the
years of active duty counted under section 1412(1)- of
this title and four or more consecutive years of duty in
the Selected Reserve in addition to the years of duty in
the Selected Reserve counted under such section with-
out a break in service; and
“(2) after completion of the service described in
clause (1) of this subsection—
“C4) is discharged from service with an
Honorable Discharge, is placed on the retired lis,
is transferred to the Fleet Reserve or Fleet
Marine Corps Reserve, or is placed on the tempo-
rary disability retired list;
“(B) continues on active duty without a
break in service; or _
“(C) 1is released from active duty for further
service in a reserve component of the Armed
Forces afler service on active duty characlerized
by the Secretary concerned as honorable service;
is entitled to supplemental educational assistance under this
subchapler.
“lc) Continuity of service of @ member in the Selected
Rescrve for purposes of such paragraph skall not be consid-

ered (o be broken—
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“(1) by any period of time (not to exceed a maxi-
mum period prescribed by the Secretary concerned by
regulation) during which the member is not able to
locate a unit of the Selected Reserve of his armed force
that he is eligible to join or that has a vacancy; or

“(3) by any other period of time (not to exceed a
mazimum period prescribed by the Secretary concerned
by regulation) during which the member is not at-
tached lo a unit of the Selected Reserve that the Secre-
tary concerned, pursuaat to regulations, considers to be
inappropriate to consider for such purpose.

“(@) A period of active duty or duly in the Selected
Reserve that occurs before the period of duty by which the
individual concerned qualifies for basic educational assist-
ance may not be counted for purposes of this section.

“8 1422. Amount of supplemental educational assistance

“(a) Subject to section 1442 of this title and except as
otherwise provided under subsection (b) of this section, sup-
plemental educational assistance under section 1421 of this
title shall be paid—

“(1) at the monthly rate of $300 for an approved
program of educatign pursued on @ full-time basis; or
“(2) at an appropriately reduced rate, as deter-

mined under regulations which the Administrator shall
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prescribe, for an approved program of education pur-

sued on less than a full-time basis.

“®) In the case of a member of the Armed Forces enti-
tled to supplemental educational assistance who has a skill or
specialty designated by the Secretary concerned as a skill or
specialty in which there is a critical shortage of personnel,
the Secretary concerned, pursuant to regulations to be pre-
scribed by the Secretary, may establish the rate of the supple-
mental educational assistan: ¢ allowance applicable to such
individual at such rate in excess of the rate prescribed under
subsection (a) of this section as the Secrelary considers ap-
propriate.

“§1422. Payment of supplemental educational assistance
under this subchapter

“The Administrator shall increase the monthly basic
educational assistance allowance paid to an individual who
is enlitled to supplemenial educational assistance under this
subchapter by the monthly amount of the supplemental edu-
cational assistance to which the individual is entitled.

“Subchapter IV-—Transfer of Entitlement to Dependents
“§1431. Author..y to authorize members of the Armed
Forces to transfer entitlement to dependents
“(6) Under regulations prescribed under section 1432 of

this title, a member of the Armed Forces who—
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“(1) has served ten or more conlinuous years on
active duly; and
“(2) is entitled to basic educational assistance,
is entitled to transfer to one or more of such member's de-
pe- lents all or any part of suck member’s entitlement lo edu-
cational assistance under this chapter.
“(b) Subject to reguldtions prescribed under section
1432 of this title, a transfer of entitlement under this section, ,
once earned, may be made at any time and may be revoked,

v w4
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10 in whole or in part, or may be modified at any time.

11 “§1412. Regwlations

12 “The Administrator shall prescribe regulations for the
13 administration of the transfer of educational assistance enti-
14 tlement under this subchapter by individuals to make such a
15 lm‘nsfer and for the provision of such assistance to depend-
16 enis to whom such entitlement is transferred. In prescribing

17 such regulations, the Administrator may place such limils
18 upon the changing and revoking of transfers of entitlement as
19 the Administrator considers necessary for efficient adminis-
90 tration and may provide for any such revocation to be effec-
21 tive at the end of any semester, quarter, or other unit of in-

22 struction in which a dependent to whom entitlement Aad been |

93 transferred is engaged in at the time of the revocation.
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16
““§ 1433. Status of dependents to whom entitlement is trans-

ferred
“(a)(1) A dependent to whom entitlement is transferred

under this subchapter is entitled to educational assistance
under this chapter in the same manner and under the same
terms and conditions as the individual from whom the enti-
tlement was transferred would be entitled, except that such
assistance may only be provided while the individual from
whom the entitlement was transferred continues on active
duty or upon the death or completion of 20 years of active
duty by ths individual.

‘(@) The period of eligibility of a child to whom educa-
tional assistance is transferred under this subchapler shall be
deteﬂninec_i‘in’ cccordance with section 1712(a) of this titl:.

“) If an individual transfers entitlement under this
section to two or more dependents, the educational assistance
payable under this chapter shall be divded (1) in such

manner as the individual specifies, or (2) if the individual is

deceased or is otherwise unable to specify the manner in .,

which the assistance shall be divided, as determined under
requlations prescribed under section 1432 of this title.

“(c) Assistance may not be paid under this chapter to
an individual who at the time the benefits would otherwise be
paid is not a child or spouse or surviving spouse of the indi-

vidual who transferred the benefits, notwithstanding that the

4
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individual was a dependent at the time the election was made
lo traﬁsfer the benefits.

“8 1424, Definition

“For the purposes of this subchapter, the term ‘depend-
ent’ means—
“(1) a child of an individual; and
“(2) the spouse or surviving spouse of an individ-
ual.

“Subchapter V—Time Limitation for Use of Eligibility and
Entitlement; General and Administrative Pro-
vizions

“S 1441, Time limitation for use of eligibility and entitle-
ment

“(a) Except as provided in subsections (c) through (c) of
this section, the period during which an individual entitled to
educational assistance under this chapter may use such indi-
vidual’s entitlement expires at the end of the ten-year period
beginning (1) on the date. of suck individual’s last discharge
or release from active duly, or (2) in the case of an individu-

al entitled to such assistance under section 1412 or 1421(b)

of this title, on the date of the accrual of such entitlement, 1

whichever is later. 1

“b) Except as provided in subsection (¢) of this section,
the period during which a dependent with entitlement trans-

ferred under seclion 1431 of this title may use such entitle-

z
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ment expires al the end of the ten-year period beginning on

the earlier of—
“(1) the date on which the dependent begins to
use such entitlement; or
“(2) the same date that applies to the individual

from whom the entitlement was transferred. B

“(c) In the case of any eligible individual who has been
prevenled, as determined by the Administrator, from pursu-
ing @ program of education under subchapter 11 or I11 of this
chapter within the ten-year period prescribed by subsection
(a) of this section because such individual had not met the
nature of discharge requirement of such subchapter before (1)
the mature of such discharge or release was changed by ap-
propriate authority, or (2) with respect to educational assist-
ance under subchapler 11 of this chapler, the Administrator
determined, under regulations prescribed by the Administra-
tor, that such discharge or release was under conditions de-
scribed in section 1411(3) of this title, such ten-year peried
shall not run during the period of time that such individual
was so prevenled from pursuing such program of education.

“(d) In the case of an individual eligible for educational
assistance under the provisions of this chapter who, after
such individual’s los! discharge or release from active duty,
was delained by a foreign government or power, the ten-year

period described in subsection (a) of this section shall not run

43
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(1) while such individual is so detained, or (2) during any
period immediately following such individual’s release from
such detention during which such individual is Rospitalized
at a military, civilian, or Veterans’ Administration medical
facility.

“(e) In the case of an individual eligible for educational
assistance under this chapter (including a dependent to whom
entitlement under this chapter has been transferred pursuant
1o section 1431 of this title)—

(1) who was prevented from pursuing such indi-
vidual’s chosen program of education before the expira-
tion of the ten-year period for use of entitlement under
this chapter because of a physical or mental disability
which was not the result of the individual’s own will-
ful misconduct, and

“(2) who applies for an extension of such ten-year
period within one year after (4) the last day of such
period, or (B) the last day on which such individual
was so prevenled from pursuing such program, which-
ever is later,

such ten-year period shall not run with respect to such indi-
vidual during the period of time that such individual was so
prevented from pursuing such program and such len-year
period will again begin running on the first day following
such individual’s recovery from such disability on which it is

i
O
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reasonably feasible, as determined under regulations which
the Administrator shall prescribe, for such individuc! to ini-

tiate or resume pursuil of a program of education with educa-
tional assistance under this chapter.

“O(2) If an individual eligible for educational assist-
ance under this chapter (including an indivicual to whom
entitlement has been transferred) is enrolled under this chap-
ter in an educotional institution regularly cperated on the
quarler or semester system and the period of such individ-
ual’s entitlement under this chapter would expire during a
quarter or semester, such period shall be extended 1o ihe end
of such quarter or semester.

“(2) If an individual eligible for educational aasi;lance
under this chapler (including an individual to whom entitle-
ment has been transferred) is enrolled under this chapter in
an educational institution not regularly operated on the quar-
ler or semester system and the period of such individual’s
entitlement under this chapter would expire afler & major
portion of the course is completed, such period shall be ex-
tended to the end of the course or for twelve weeks, whichever
i3 the lesser period of extension.

“§ 1442. Limitation on educational assistance for ce>tain in-
dividuals

“(a) In the case of an individual entitled to ezi‘u:“;;ional

assistance under this chapter (including an individual lo

1Y)
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whom such entitlement has been transferred) who is pursuing
a program of education—

“(1) while on aclive duty; or

“(2) on less than a half-time basie,
the amount of the monthly educational assistance allowance
payable to such individual under this chapler is the crount
determined under subsection (b) of this section.

“1b) The amount of the educational assistance allow-
ance payable to an individual described in subsection (a) of
this section is the lesser of (1) the amount of the educational
assistance allowance otherwise payable to such individual
under this chapter, or (2) the established charges for tuition
and fees that the educational institution involved requires
similarly circumatanced nonveterans enrolled in the same
program lo pay.

“8 1443. Bar to duplication of educational assistance bene-
fits

“@) An individual entitled to educational assistance
under o program established by this chapter (including an
individual to whom such entitlement has been transferred)
who is also eligible for educational assistance under a pro-
gram under chapter 31, 32, 34, or 35 of this title or under
chapter 106 or 107 of title 10 may mot receive assislance
under both programs concurrently but shall elect (in such
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form and manner as the Administrator may prescribe) under
which program lo receive educational assistance.

“() A period of service counted for purposes of repay-
ment under section 902 of the Department of Defense Au-
thorization Act, 1981 (10 U.S.C. 2141 mnoie), of an educa-
tion loan may not also be counted for purposes of entitlement
to educational assistance under this chapler.

“§ 1444, Program administration

“(a) Except as otherwise provided in this chapter, the
provisions of sections 1663, 1670, 1671, 1673, 1674, 1676,
1682(g), and 1683 of this title and the provisions of sub-
chapters I and 11 of chapter 36 of this title (with the excep-
tion of secligns 1777, 1780(a)(5), 1780(b), 1780(c), 1786,
1787, and 1792 of such chapter) shall be applicable to the
provision of educational assistance under this chapter. The
term ‘eligible veteran’, as used in those provisions, shall be
deemed to include an individual who is eligible for education-
al assistance under (his chapter, and the term ‘eligible
person’, as used in those provisions, shall be deemed lo in-
clude an individual to whom educational assistance is trans-
ferred under this chapter.

“(b) No educational assistance allowance for any period
may be paid to an individual enrolled in or pursuing a pro-
gram of education under this chapter until the Administrator

shall have received—
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“(1) from such individual a certification as lo

such individual’s actual attendance during such period;

and "

“(2) from the educational institution a certific-
tion, or an endorsement of the individual’s certificate,

that such individual was enrolled in and pursuing a

program of education during such period.

“(c) Regulations prescribed by the Secretury of Defense
under this chapter shall be uniform for the Armed Forces
under the jurisdiction of the Secrelary of a military depart-
menl.

Y8 1445. Allocation of admlni:‘tmtion and of program costs

“(a) Exzcepl to the extent otherwise specifically provided
in this chapter, the educational assistance programs estab-
lished by this chapler shall be administered by the Velerans’
Administration.

“(0)(1) Exzcept lo the extent provided in paragraph (2)
of this subsection, paymenis for ‘e‘r;lx:llemcm carned under
subchapter 11 of this chapter shall be made from appropri-
ations made lo the Velerans' Administration.

“(2) Payments for entitlement earned under subchapter
11 of this chapter which is used by an individual to whom
such entitlement was transferred under subchapter IV of this
chapler, or which is used by the individual earning such enti-

tlement after an election under such subchapler to transfer
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such entitlement which was subsequently revoked, shall be

made from appropriations made to the Department of De-
fense or the Department of Transportation, as appropriate.

“(3) Payment for entitlement earned under subchapter
IT of this chapler that is established at a rate in excess of
$300 per month shall be made from appropriations made to
the Department of Defen_e or the Department of Transporta-
tion, as appropriate, lo the cxtent of that ezcess.

“(c) Payments for entitlement earned under subchapter
111 of this chapter (whether used by the individual earning
such entitlement or an individual to whom such entitlement
was transferred under subchapler IV of this chapler) shall be
made from appropriations mede to the Department of De-
fense or the Department of Transportation, as appropriate.

+ *(d) Funds for the payment by the Administrator of

entitlement described in paragraphs (2) and (3) of subsection
(b) of this section and in subsection (c) of this section shall be
transferred o the Veterans’ Administration as necessary
from appropriations available for such purpose. The Admin-
wtralor and the Secretary concerned shall enter into an
agreement for the manner in which such transfers shall be
carried out.
“§ 1446. Reporting requirement

“(a) The Secrelary of Defense and the Administrator
shall submit to the Congress at least once every two years

54
»
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1 separate reporis on the operation of the program provided for
2 in this chapler.

3, “(b) The Secretary shall include in each report submit-
4 ted under this section—

5 “(1) information indicating (4) the extent to
6 which the benefit levels provided under this chapter are
7 ~dequate lo achieve the purposes of inducing individ-
8 uals to enter and remain in the Armed Forces and of
9 _providing an edequate level of financial assistance lo
10 help meet the cost of pursuing a program of education,
11 and (B) whether it is necessary for the purposes of
12 maintaining odequate levels of well-qualified active-

13 duty personnel in the Armed Forces to continue lo
14 offer the opportunity for educational assistance under
15 this chapter to individuals who have not yel enlered
16 active-duty service; and

17 “9) such recommendations for administrative and

18 legislative changes regarding the provision of educa-
19 tional assistance to members of the Armed Forces and
20 veterans, and lheir dependents, as the Secretary con-
21 siders appropriate.

22 “(c) The Administrator shall include in each report sub-

98 mitted under this section—
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“(2) information concerning the level of utiliza-
tion of educational assistance and of expenditures

under this chapter; and .

. "(2) such recommendations for administrative and
legislative changes regarding the provision of educa-
tional assistance lo members of the Armed Forces and
veterans, and their dependents, as the.Adminialrator
considers appropriate.

“@)(1) The first report by the Secretary of Defense
under this section shall be submitted not later than April 1,
1983.

“(2) The first report by the Administrator under this
section shall be submilled not later than April 1, 1985.”,

(b) The tables of chapters at the beginning of such title
and at the beginning of part I11 of such title are each amend-
ed by inserting above the item relating to chapter 31 the fol-
lowing new item:

“30. All-Volunteer Force Educational Assistance Program ... 101"
COORDINATION WITH OTHER VETERANS' EDUCATION AND
TRAINING PROGRAMS

SEC. 3. (a) Section 1508(})(2) of title 38, Uniled
States Code, is amended—

(1) in subparagraph (4)—
(4) by inserting “30 or" before “34" the

first place it appears; and
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(B) by striking out “chapter 34" the second
place it appears and inserting in lieu thereof
“either chapler 30 or chapter 34" and
{2) in subparagraph (B), by inserting “30 or”

before “34".

(B)(1) Section 1602(1)(4) of such title is amended by
inserting “and before October 1, 1981," after ‘January 1,
1977,” both places it appears.

(2) Section 1623 of such title is amended by adding at
the end the following new subsection:

“le) If a participant becomes entitled lo educational as-
sistance under subchapter II of chapter 30 of this .lille, the
padticipant may elect to disenroll from the program under
this chapter effective on the last day of the month in which
the participant becomes entitled to such assistance. "

(c)(1) Section 1781 of title 38, United States Code, is
amended—

(4) by inserting “30,” ofter “chapter”;

/B) by striking out “36,” and inserting in lieu
thereof “36 of this title or 106 or 107 of title 10,”; and

(C) by striking out the comma after “chapter 31"

(2) Section 1795(a) of such title is amended—

(A) by inserting “80,” in clause (4) after “chap-

ters”; and
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1 (B) by inserting after clause (4) the following

2 new clause: ‘

3 *“(5) chapters 106 and 107 of title 10,".

4 TERMINATION OF RIGHT T0,ENROLL IN CHAPTER 32

5 PROGRAM

6 SEc. 4. Section 408 of the Post-Vietnam Era Veterans’

1 Educational Assistance Act of 1977 (Public Law 94-502;

8 90 Stat. 2397) is amended—

9 (1) in subsection (a)—
10 (4) by striking out “(a)(1)": and
11 (B) by striking out all after “December 31,
12 1981" and imcrtin_q in licu thereof a period; and
13 (2) by striking out subsection (b).
14 TWO.YEAR EXTENSION OF PILOT DEPARTMENT OF
15 DEFENSE EDUCATIONAL LOAN REPAYMENT PROGRAM
16 SEec. 5. Section 902(g) of the Department of Defense
17 Authorization Act, 1981 (Public Law 96-342; 94 Stat.
18 1115), is amended by striking out “October 1, 1981" and
19 inserting in lieu thereof “October 1, 1983".
20  EDUCATIONAL LEAVE OF ABSENCE FOR MEMBERS OF
21 THE *RMED FORCES

292 SEc. 6. (a) Chapter 40 of title 10, United States Code,
23 relating to leave, is amended by adding ai iie end thereof the

24 following new section:
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“8 706. Educational leave of absence

“a) Under such regulations as the Sécretary of Defense

may prescribe after consultation with the Secretary of Trans-
portation and subject to subsection (b), the Secrelary con-
cerned may grant lo any eligible member (as defined in sub-
section (e)) a leave of absence for a period of not more than
tico years for the purpose of permitling the member lo pursue
a program of education.

“()(1) A member may not be granted a leave of absence

under this section uniess—

“(4) in the case of an enlisl.ed member, the
member agrees in writing {o extend -his current enlist-
ment after completion (or other termination) of the pro-
gram of education for which the leave of absence was
granted for a period of two months for each month of
the period of the leave of absence; and

‘4B) in the case of an officer, the member agrees
lo serve on active duty after complelionl‘ (or other termi-
nation) of the program of education for which the leave
of absence was granted for @ period (in addition lo any
other period of obligated service on active duty) of two
months for cach month of the period of the leave of ab-
sence.

“(9) A member may not be granted a leave of absence

under this section until he has completed any extension of

28 enlistment or reenlistment, or any period of obligated service,
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incurred by reason of any previous leave of absence granted

under this section.

“(c)(1) While on a leave of absence under_ this section, a
member shall be paid basic pay but may not receive basic
allowance for quarters or basic allowance for subsistence or
any other pay and allowances to whick he would otherwise be
entitled for such period.

“(2) A period during whick @ member is on o leave of
absence under this section shall be counted for the purposes of
computing the amount of the member’s basic pay, for the pur-
pose of determining the member’s eligibility for retived pay,
and for the purpose of tims in grade for promotion purposes,
but may not be counted for the purposes of completion of the
term of enlistment of the member (in the case of an enlisted
member) or for purposes of section 1421 of title 38, relating
to entitlement to supplementul educational assistance.

“()(1) In time of war, or of national emergency de-
clared by the President or the Congress after the date of the
enactment of this section, the Secrelary concerned may
cancel any leave of absence granted under this section.

“(2) The Secretary concerned may cancel a leave of ab-
sence granted lo @ member under this section if the Secretary
delermines that the member is not satisfactorily pursuing the

program of educalion for whick the leave was granted.

6o
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“(e) In this section, ‘eligible member’ means a member
of the armed forces on active duty who is eligible for basic
educational assistance under chapler 30 of title 38 and
who——.

“(1) in the case of an enlisted member, has com-
pleted at least one term of enlistment and has reenlist-
ed; and ‘

“(2) in the case of an officer, has completed the
officer’s initial period of obligated service on active
duty.”.

(b) The table of sections at the beginning of such chapter
is amended by adding at the end thereof the following new
item:

“706. Educational leave of ab

PRESEPARATION COUNSELING
SEC. 7. (a)(1) Chapter 53 of title 10, United States
Code, is amended by adding at the end thereof the following
new section:
“8 1042. Preseparation counseling requirement
“Upon the discharge or release from active duty of a
member of the armed forces, the Secretary concerned shall
provide for individual counseling of that member. That coun-
seling shall include a discussion of the educational assistance
benefits to which the member is entitled because of the mem-

ber’s service in the armed forces and an explanation of the
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procedures for and advantages of affiliating with the Selected

Reserve. A nolation of the provision of “such” counseling,

signed by the member, shall be placed in the service record of
each member receiving such counseling.”.

(2) The table of sections at the beginning of that chapler
is amended by adding at the end thereof the following new
item:

“1042. Preseparation counseling requirement.”.

(b) The amendments made by subsection (a) shall take

effect on October 1, 1981.




EDUCATIONAL ASSISTANCE PROGRAM FOR THE
MILITARY

House OF REPRESENTATIVES,
* COMMITTEE ON ARMED SERVICES,
MiLITARY PERSONNEL AND COMPENSATION SUBCOMMITTEE,
Washington, D.C., Thursday, June 24, 1981.

The subcommittee met, pursuant to notice, at 10:55 a.m., in room
2212, Ra%lc)um House Office Building, Hon. Bill Nichols (chairman
of the subcommittee) presiding.

Mr. NicHows. The subcommittee will come to order.

This morning the Military Personnel and Compensation Subcom-
mittee begins a series of hearings on a new educational assistance
program for military personnel. Many members of the Committee
on Armed Services and the Congress have sponsored legislation to
this end. In my mind, such legislation would be-an extremely sig-
nificant step that will require a careful review by this subcommit-
tee as t« its cost, and its impact on recruiting and retention.

The subcommittee has before it six different bills on the subject,
including H.R. 1400, as amended, a bill that was jointlv referred to
this committee and the Committee on Veterans’ Affairs that has
ﬁently been favorably reported by the Veterans’' Affairs Commit-

.. With the substantial recruiting and retention difficulties the mil-
itary services have been experiencing during the All-Volunteer
Force, it is an entirely appropriate step for the Congress to consid-
er the use of educational assistance programs as an aid to these
continuing manpower problems.

One factor we should keep in mind as we commence what I hope
will be a full inquiry into the feasibility of such an approach is the
current position of the administration. As I understand it, the ad-
ministration has stated it will present to Congress proposed legisla-
tion for an educational assistance program but not until next year.
The delay is to permit completion of the current test program di-
rected by the Congress. Fundamentally it will make a decision on
the features the legislative proposal will contain. I understand that
the President will announce in the next several days the appoint-
ment of his defense military manpower task force with a require-
ment that they report back by Laggr Day on this and many other
asgociated issues. v

I must frankly admit some sympathy with the administration’s
position to develop more evidence on the program. Each of the
services has uniﬂue problems and we do not want to ¢. ate a specif-
ic %r m until we are sure it is designed to do the most good
with the taxpayers’ dollar. N
0y}
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We will give the administration a chance to present their posi-
tion at a later hearing.

This morning we begin our hearings with testimony from a
series of distinguished congressional witnesses. The fivst is our col-
league and able member of the committee, Congressman Sonny
Montgomery, who is the principal sponsor of H.R. 1400. Also testi-
fying will be a cosponsor of H.R. 1400 and a very capable subcom-
mittee chairman on the Veterans’ Affairs Committee, Congressman
Bob Edgar. Following the testimony specifically on H.R. 1400, we
will hear from our colleague on the subcommittee, Congressman
Duncan Hunter, and Congressman Tom Petri, both of whom have
been very active proponents of educational assistance programs for
the military and sponsors of legislative proposals in this regard.

Our final witness was to have been the Director of the Congres-
sional Budget Office, Dr. Alice Rivlin. However, in view of the
number of congressional witnesses and the shortened time availa-
ble for the hearing this morning, I have rescheduled the Congres-
sional Budget Office and Dr. Rivlin for an early date after the
recess.

Before our first witness begins, I'd like to ask my good friend and
very able ranking minority member, Congressman Don Mitchell, if
he has any remarks.

Mr. MitcueLL. | thank the chairman for yielding. I am looking
forward to the testimony of my colleagues. I have a bill also on this
subject. I like the concept of the GI bill very much. I used it myself
after World War II, and I saw how it helped many veterans make
the transition to civilian life.

I also saw how, through education, these veterans earned far
more money in their later lives than they probably would have oth-
erwise. So it looks as if it pays back the initial expense. Our con-
cern is that we want to be sure that any bill we do adopt does actu-
ally attract and retain. We are doing much better now as you all
know in this category of attracting and retaining people for the
armed services. We want to make sure we don’t lose the momen-
tum we have underway now.

So I am looking forward to hearing the testimony and T thank
the chairman for yielding.

Mr. NicHoLs. I would ask the gentleman from Mississippi if he
prefers to go vote or go on into his testimony row. What is your
wish?

Mr. MoNTGOMERY. | have no problems either way. My testimony
will be less than 5 minutes. I think you probably could let me tes-
tify and then go vote.

Mr. NicHoLs. In that case we will hear from the distinguished
gentleman from Mississippi, chairman of the Veterans’ Affairs
Committee.

Mr. MontGOMERY. Thank you. I will be brief as my statement
will be submitted in full and I would like to summarize it.

Mr. NicHoLs. Without objection.
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STATEMENT OF HON. G. V. (SONNY) MONTGOMERY, A
REPRESENTATIVE FROM MISSISSIPPI

Mr. MoNTGOMERY. Mr. Chairman, I am very flattered that I
could be the leadoff witness on H.R. 1400 which is really the GI
education bill of the 1980’s. We have 120 cosponsors and most
members of this subcommittee are sponsors of the bill.

In my opinion, HR. 1400 was properly referred. It was referred
jointly to two committees, the Veterans’ Affairs Committee and-
also to the House Armed Services Committee. As you know, Mr,
Chairman and members of the subcommittee, the Veterans' Ad-
ministration has always administered and taken care of the GI
educational bills. And H.R. 1400 provides that the cost of the pro-
ggsed educational program be shared by both the DOD and the VA.

it was properly referred, in my opinion.

The chairman of my subcommittee, the distinguished gentleman,
Bob Edgar of Pennsylvania, who has done a lot of work on this bill,
will go into detail on the several provisions of H.R. 1400 which he
fully supé)orts. And Mrs. Heckler, the ranking member on the mi-
nority side of this Subcommittee on Veterans' Affairs and Educa-
tion, is fully supportive.

Mr. Edgar and Mrs. Heckler and members of the subcommittee
heard well over 100 witnesses on H.R. 1400. Quite frankly, Mr.
Chairman, this is the best testimony that I have ever heard from
the Defense Department people who administer and handle person-
nei coming up before the Veterans’ Affairs Committee. The testi-
moni)(' that the Defense Department witnesses gave was excellent.
think you will be impressed when you have these witnesses come
in from the Defense Department testifying on behalf of the bil: I
would like to call to your attention in my statement on page 3—I
won’t take the time to read it, but it is a statement by General
Meyer, Chief of Staff of the Armf'. It is a strong statement in sup-
port of some type of education bill.

As you know, Mr. Chairman, I really would prefer to go back to
the draft, to have a limited draft to straighten out our mi itary per-
sonnel situation. We do have problems in the military, but I am
being realistic and know that we can’t get a draft at this time. The
President has already stated stronglfr he is opposed to a draft.

Also, I doubt if this Congress would implement any type of limit-
ed draft. So it seems to me that the last effort to make the all-vol-
g_xhteer system work is to come up with some type of GI education

il

This bill in my opinion which we have before you today—we are
not totally locked into the way the bill is drawn up—Mr. Edgar
will detail how the bill is drawn up—will attract high school gradu-
ates which we need to get into the service.

There is a transferability clause in my bill which provides that a
person who stays in the service over 10 yeors can transfer his edu-
cational benefits of 36 months to his or her spouse or to one of
tﬁeir children. This is a very fine retention attraction. People like
this.

Yes, this bill is going to cost a lot of money, but I think if we can
retain officers, noncommissioned officers, and tty officers in the
service and attract new persons in that it will well pay for itself.

ERIC

T P-160 OmB2e—md 6 -~
‘ J




4

As you know, in officer personnel it costs us almost $1 million to
train an aviator. If we could keep a few of these people in the serv-
ice under the GI bill, it would be well worthwhile.

I have talked to President Reagan about the need for a GI bill
and he has brought the subject up to me. We have talked about
veterans programs twice since he has been President. He has men-
tioned to me that what this country needs is a GI education bill. I
agree with what you say, Mr. Chairman, the high officials in the
Defense Department are having some problems. I don’t think

:

they've really come down hard on either side whether we have a
new educational bill or move along with these test programs.

The Department of Defense has about four test programs out
there now, Mr. Chairman, on education assistance for service
people and veterans. And the recruiters told Mr. Edgar these test
programs are not being implemented. We've got too ma’n{ tests
going on. We don't know really what we're doing. My bill, H.R.
1400, has got a lot of merit to it. If we are going to make the all-
volunteer system work, I think we have to take a serious hard look
at H.R. 1400.

Thank you, Mr. Chairman.

WarrteN StateMant or Hon. G. V. (SoNNY) MoNTGOMERY

Mr. Chairman, [ appreciate your allowing me to be the leadoff witness on H.R.
1400, a bill that has been reported by the Committee on Veterans' Affairs by voice
vote. The measure now shows 120 cosponsors, including many members of the Com-
mittee on Armed Services. Mr. Chairman, the bill as amended contains moet of the

rovisions in the bill which I introduced on January 28. The amendments accepted
y the committee as proposed by the distinguished cheirman of the Subcommittee
on Education, Training and Employment, Bob Edgar, of Pernsylvania, were strong-
ly supported by me. The amendments were made following extensive hearings by
Mr. Edgar and his subcommittee and, in my view, parallel very closely the views
expressed by the overwhelming majority of witnesses heard during several days of
debate on the bill. I mi@ﬁxt add, Mr. Chairman, that when I initially introduced HR.
1400, the contents of ihe proposal had been discussed with staft members of my
Committec on Veterans' Affairs, the Armed Services Committee, and the military
servicey.

Mr. Chairman in the House I am one of the leading advocates for reinstatement
of the draft. I happen to believe that the drait is the real solution for the recruit-
ment and retention problems affecting our armed services today, however, I recog-
nize that given the current sentiment in the Congress, and the President’s unwill-
ingness to seck reinstatement of the draft at the present time, we must look at al-
ternative ways to cope with the existing problem.

I believe the enactment of H.R. 1400 will enhance the quality of personnel coming
into the Armed Forces. In addition, and equally important, the bill contains incen-
tives that. if enacted, will encourage many membera who would otherwise be leav-
ing the service to remain on active duty and complete their carcers as a member of
the active forces.

Lost year dum;:g hearings before the Committee on Armed Services on military
posture, General Edward C. Meyer, Chief of Staff of the United States Army, volun-
tecred to appear before the committee to express his strong support for some form
of GI education for the All-Volunteer Force. Recruitment and retention problems in
the Army were 50 great at that time that he was willing to testify in_support of
educational incentives for armed services personnel, even though the Office of Man-
ngement and Budget of the prior administration did not support it. The following
pam;g:ph summarizes General Meyer's feolinfrs: .

[ believe we need a new comprehensive soldiers’ education benefits package. We
need it to restore the attractiveness of Army educational opportunities. We need it
te provide high school graduates with a strong incentive to enlist. We need it to
vetain carcer soldiers, such as the middle manager and noncommissioned officers
who train and lead the force. We need it to provide qualified personnel to man and
maintain the new equipment and systems of the 1980’s, We need it to provide a
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credible package of postservice educational benefits which will meet individual edu-
cational aspirations.” In recont testimony before the Veterans' Affairs Committee,
General Meyer again expressed stroné; support for an educational incentives bill.

Military commanders overseas and noncommissioned officers overseas, time and
time again, have indicated that an education bill would do more than anything to
attract quality personnel and to retain key noncommissioned officers in all branches
of the military services. It is for these reasons, Mr. Chairman, that I introduced
H.R. 1400 and helped guide it through the Veterans' Affairs Committee, Let me
briefly explain what H.ﬁ?MOO. a8 amended, would do. .

First, the bill would extend the current l.year loan forgiveness test program al-
lowing the Secretary of Defense to continue to guy off the education loans of indi-
viduals who commit themselves to service after having obtained the Federal benefit
to go to school prior to {'oining the service. Testimony revealed that the pilot pro-
gram had been successful as a recruitment device. .

Second, the bill would provide $300 ser menth for 36 months of active dut{ serv.
ice in the All-Volunteer Force. It would be made available only to high schoeol grad-
uates or those who receive the equivalent of a high school certificate. The obvious
intent is to seek out and recruit these individuals to enhance the quality of service
personnel. The individual could begin to use his or her entitlement after 24 months
of service; however, if the individual was discharged for cause prior to completion of
36 months of service, such individual would not eligible to receive benefits from
the date of discharge or release. The bill demands good service in order to receive
benefits and for the first time the Veterans’ Affairs mmittee is proposing that the
individual receive an honorable discharge in order to be entitled to receive benefits
after active duty service,

The measure would also allow an individual to receive the maximum entitlement
(36 months) for 2 years of active duty and 4 years in the Selected Reserve or Nation-
al Guard. I feel we must include maximum incentives for participation in the Select-
ed Reserve and National Guard because these two proﬁrams are suffering severe
shortages of critical personnel The Reserve and Nationa Guard programs are vital
to our total force concept.

Mr. Chairman, this basic allowance for the individual’s initial service commit-
ment would be paid by the Veterans’ Administration.

Third, if an individual satisfactorily completes the first enlistment period and
agrees to serve an additional 3 years, such individual would be entitled to an addi-
tional $300 per month for each month of such service. In other words, for 6 years of
Bood active duty service, or 4 years plus 8 years in the Selected Reserve, an individ-
ual would be entitled to $600 per month for 36 months.

The cost of this provision of the bill would be paid by the Deémrtment of Defense.

e maximum entitlement shall never ex 36 months. For 3 years of active
duty, the individual will be eligible to receive $300 per month or $10,800 to helg pay
for his or her education. For 6 years of active dutg‘: the individual will be eligible to
recerve 3600 per month or $21,600, the maximum benefit.

Fourth, the committee bill is designed to retain the critical noncommissioned offi-
cer personnel that are leaving the services in great numbers. In testimony before
the committee, military commanders stressed over and over again the n to pro-
vide additional incentives for noncommissioned omccx;rﬁemonnel in all branches of
the service, especially 1n the Air Force and the Navy. The bill would provide that if
a person serves in the All-Volunteer Force for 10 years, so long as he or she contin.
u}?l dto serve, such individual may transfer his or her entitlement to the spouse or
child.

Mr. Chairman, in drafting H.R. 1400, I had intended that this Erovision only
apply to individuals who complete at least ii(l‘enn of service and who continue to
serve in critical skill positions. In other words, realizing we must be very careful
with Federal outlays, limited funds would have been targeted to fill critical skills.
However. after extensive hearings in Washington and in the field, the chairman of
our Subcommittee on Education, Training and Emploilment. Mr. Edgar, and the
ranking minerity member of the subcommittee, Mrs. eckler, recommended that
this provision of the bill apply to an member of the Armed Forces whe completes
10 years of service Their recommendation was based on the comments of the high-
est ranking policymnkiné officials in all military services, and commissioned officers
and noncommissioned officers as well. Everyone who testified befo. 2 the subcomnut-
tee was in total agreement that the provision should not be limited to cntical
skilled positions.

Of course this makes the bill more costly and such costs will be paid by the De-
partment of Defense I supported the extension of this provision as proposed by our
subcommittee based on the hearing record; however, I' recognize since the Depart-
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ment of Defense must bear the cost for this provision of the bill, the Committee on
Armed Services is the primary committee to make this decision and I shall support
this subcommittee’s rocommendation on this issue. )

The final ision of the bill would provide for an educstional leave p?mm for
those who to pursue their education and return to active duty. It would be dis-
cretio and the secretaries of the services would determine the number of indi-

viduals that would be authorized to take a leave of absence from vervice. As you
know, Mr. , a similat program currently exists in the services.

In closing, Mr. Chairman, may I me out a critical need that is not dealt with in
HR. 1400. We did not focus attention on the matter in the Veterans' Affairs Com-
mittee becguse it would involve amendments to title 10, United States Code.

During hearings before the Veterans' Affairs Committee; it was clearly estab-
lished that we are riencing great difficulty in filling certain positions in the Se-
lected Reserve and National Guard. This bill is designed to help solve some of the
current recruitment and reténtion problems, but I think we should do more. Yester-
day, I introduced a bill that would expand, to some degree, the educational incentive
program now in place for individuals who agree to commit themselves to 6 years of
service in these programs.

The Regerve components currently have an education }mem which is discre-
tionary with the Secretary of each military department. cipation is limited to
those individuals with no prior military service who enlist in a high priority unit or
who enlist in critical skill areas, This program pays the actual cost of tuition, fees,
and books for up to $1,000 in any 12-month period for a maximum of $4,000.

Although the Reserve components have made some advancement as a result of
this gn‘afmm. 1 believe that we need a broader, more comprehensive ?rogram for
which all members of the Reserve components will be eligible. A bill introduced
yesterday (HLR. 3997) would apply to officers and enlisted personnel without regard
to prior service and, as [ stated previouslf'. it would be an entitlement program. The
measure was worked out in close consultation with individuals familiar with cur-
rent recruitment and retention problems in these programs. As introduced H.R.
3997 would require:

(1) The individual to be a high school graduate or to hold an equivalency certifi-

cate.

(2) Completion of initial active duty training and completion of 180 days in a Se-
lected Reserve unit before benefits could be utilized.

(3) The individual to agree to serve a minimum of 6 years in the Selected Reserve
after September 30, 1981,

Terms of the pro%mm include payment for up to 36 months of $140 a month for
full-time studice; $105 a month for ¥4 time; $70 a month for % time, and up to $36a
month for % time. The bill would limit study to institutions of higher learning or
noncollege, postsecondary study. Educational assistance would terminate upon sepa-
ration from the Sclected Reserve. Should a participant fail to participate satisfacto-
rilf- in training, he or she may be ordered to active duty for the remainder of the
obligated period of service, but not for more than 2 years, or be required to refund a
prorata share of the assistance used, plus interest. .

I have been advised informally thet my bill would cost about $8.7 million in fiscal
year 1982 as compared with current program costs of $6 million.

Mr. Chairman, we all know the vital role the Selected Reserve plays in our total
force concept. So long as we have an All-Volunteer Force, it is imperative that the
Selected Reserve attract sufficient members to meet its quotas, and especially mem-
bers in the critical skills area needed for our defense posture.

1 trust the subcommittee will lend ita support to mLpropoenl and that the provi-
sions of H.R. 3997 be included in any amendments to proposed by the Committee
on Armed Services to H.R. 1400 as reported by the Committes on eterans’ Affairs.

Mr. Chairman, with your permission, I ask unanimous consent that a copy of H.R.
3997 and a comparison of current bénefits with thoss that would accrue under m
bill should it be enacted be printed. as part of the appendix of the hearingl record.

The Honorable Bob Edgar, chairman of the Education, Training and Employment
Subcommittee, stated during markup of H.R. 1400 by the Committee on cterans’
Affairs, “This bill represents the best that we could devise.” I think he is right. It is
a good bill. We think our hearing record will bear this out. The provisions of the bill
that relate to costs by the De ent of Defense, under the exclusive jurisdiction
of your subcommittee, will, of course, be carefully reviewed by you and the very
able members of this subcommittee and adjustments where you deom appropriate
can be made. Very frankly, I cannot imagine our two committees having difticulty
in resolving any differences that may exist between them.
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Mr. Chairman, some recent reports in the news media indicate the recruitment
picture looks somewhat better now than it did 12 to 18 months ago. The numbers
may look better; however, no one has suggested to us during extensive hearings held
only a few weeks ago that the quality of the service is anywhere what it should be.
For that reason alone, I think we should proceed to adopt H.R. 1400 without delay.

Mr. Cheirman, Bob Edgar and his subcommittee have worked hard on this bill.
They spen* many hours in hearings. They heard {rom more than 100 witnesses and
i appreciate his leadership in moving this bill througn the Committee on Veterans'
Affairs. I alzo appreciate your-cooperation, Mr. Chairman, in scheduling early hear-
ings on the bill reported by our committee. This is a bipartisan effort to enhance the
quality of our military services and, to that end, ] pledge to you my total support as
a member of this subcomm:ittee.

Again, I thank you for permitting me to express my personal views about this
legislation.

H.R. 3997

Be it enacted by the Senate and House of Representatives of the United States of
Ame-i~¢: 1n Congress assembled, That this Act may be cited as the “Selected Reserve
Edr ¢~ onal Assistance Act”.

‘ lLl'h 2. (aX1) Chapter 106 of title 10, United States Cod>, is amended to read as
ollows:

“CHAPTER 106—-EDUCATIONAL ASSISTANCE FOR MEMBERS OF THE
SELECTED RESERVE

“Sec. 2131, Educstiona) assistance program: establishment; amount.
“"Sec. 2132. Eligibility for educational assistance,

“Sec. 2133. Time limitation for use of entitlement.

“Sec. 2134. Termination of assistance.

“Sec. 2135. Failure to participate satisfactorily; penalties.

“Sec. 2136. Administration of program.

“'Sec. 2137. Reports to Congress.

“Sec. 2138. Savings provision.

"% 2181. Educational assistance program: establishment; amount

“(a} To encourage membership in units of the Selected Reserve of the Ready Re-
serve, the Secretary of each military department, under regulations prescribed by
the Secretary of Defense, and the retary of Transportation, under regulations
prescribed by him with respect to the Coast Guard when it is not operating as a
service in the Navy, shall establish and maintain a program to provide educational
assistance to members of the Selected Reserve of the Ready Reserve of the armed
forces under his jurisdiction who agree to remain members of the Selected Reserve
for a perind of not less than six years.

“(b) Euch educational assistance program established under subsection (a) shall
provide for payment by the Secretary concerned to each person entitled to educa-
tional assistance under this chapter who is pursuing a program of education an edu-
cational nssistance allowance at the following rates:

(1) 3140 per month for each month of full-time pursuit of a program of edu-
cation.

2) 1105 v ¢ month for each munth of three-quarter-time pursuit of a pro-
5.am of education.

*(3) 370 per month for each month of half-time pursuit of a prograin of educa-
tion.

*c¥1¥ Educational assistance may only be provided unde this chapter for pursuit
of xz‘dprogmm of education at an institution of higher learning and may not ge pro-
vided to a person after the person has completed a course of instruction required for
thednwnrd of a baccalaurcate degree or the equivalent evidence of completion of
study.

“(2) subject to section 1795 of title 38, the maximum number of months of ~duca-
tional assistance that may be provided to any person under this chapter is 36.

“§ 2132, Eligibility for educational assistance
‘(a) A person who— ’

‘("( i) has received a secondary school diploma tor an equivalency certificate);
an
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“(2) after September 30, 1981, and after having received such secondary school
diploma (or equivalency certificate)}—
“ ists, reenlists, or extends an enlistment as a Reserve for service in
the Selected Resarve for a period of not less than six years; or
*(B) is appointed aa, or is serving as a reserve officer and agrees to serve -
in the Selected Reserve for a period or not less than 6 years in addition to
any other period of obligated service in the Selected Reserve to which the
person may be subject; )
is entitled to educationa! assistance under section 2131 of this title.
“(b) Educational assistance may not be provided to a member under this chapter
until the member—
“(1) has completed the initial period of active duty for training required of the
member; and
“(2) has completed 180 days of service in the Selected Reserve.
“(c) Each person who becomes entitled to educational assistance under subsection
(a) shall at the time the person becomes 20 entitled be given a statement in writing
summarizing the provisions of this chapter and stating clearly and prominently the

substance of sections 2134 and 2185 or this title as such sections may apply to the
person.

§2133. T¥me limitation for use of entitlement

*“a) Except as provided in subsection (b), the period during which a person enti-
tled to educational assistance under this section may use suc person’s entitlement
expires (1) at the end of the 10-year period beginning on the date on which such

reon becomes entitled to such assistance, or (2) on the date the person is separated
rom the Selected Reserve, whichever occurs first.

“(bx1) ‘The provisions of s.ction 1441(f) of title 38 shall apply to the period of enti-
tlement prescribed by subsection (a).

*(2) The provisions of section 1441(e) of title 38 shall apply to the period of entitle-
ment prescribed by subsection (a) in the case of a disability incurred in or aggravat-
ed by service in the Selected Reserve.

$§2134. Termination of assistance

“Educational assistance may not be provided under this chapter—
“(1) to a member receiving financial assistance under section 2107 of this title
as a_member of the Senior Reserve Officers’ Training Corps program; or
*“2) to a member who fails to participate satisfactorily in required training as
a member of the Selected Reserve.

“8 2195. Failure to participate satisfactorily; penalties

*(a)1) A member of the Selected Reserve of the Ready Reserve of an armed force
who fails to participate satisfactorily in required training as a member of the Select-
ed Reserve during a term « - nlistment or other period of obligated service that cre-
ated entitlement of the m  .er to educational assistance under this chapter shall,
at the option of the Secret»-+ concerned—
“(A) be ordered to ¢ .cive duty for a period of two years or the period of obli-
gated service the penon has remaining under section 2182 of this title, whicki-
ever is less; or
‘(B) be rc(suired to refund to the United States an amount determined under
subsection (b).
*2) The Secratary concerned may waive the requirements of paragraph (1), or
may reduce the amount of any refund under clause (B) of such ph, in the
case of any individual member when the Secretary determines tﬁ:t g:o failure to
participate satisfactorily was due to reasons beyond the control of the member.
“(3) Auy refund by a member under this section shall not affect the period of obli-
gation of such mcmgor to serve as a Reserve in the Selected Reserve.
“(bX1) The amount of a refund under subsection (a) shall be the amount equal to
tke product of— |
“(A) the number of months of cbligated service remaining under the agree- |
ment entered into under section 2132(aX3) divided by the original number of
months of such obligation; and
“(B) the total amount of educational assistance Provided to the member under
this chapter, -
as increased by irterest determined under pamgraﬂh (2.
*(2) The amount computed under parsgraph (1) shall bear interest at the rate
equal to the highest rate being paid by the United States on the day on which the
refund is determined to be due for securities having maturities of 30 days or less
|
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and shall accrue from ths day on which the member is first notified of the amount
due to the United States as a refund under this gection.

§2136. Administration of program

“(a) Educational assistance under this chapter shall be provided through the Vet-
erans’ Administration, under agreements to be entered into by the Secretary of De-
fense, and by the Secretary of Transportation, with the Administrator of Veterans’
Affairs. Such agreements shall include administrative procedures to ensure the
prompt and timely transfer of funds from the Secretary concerned to the Veterans'
Administration for the making of payments under this chapter.

“(b) Except as otherwise provided in this chapter, the erovisions of sections 1663,
1670, 1671, 1673, 1674, 1676, and 1683 of chapter 34 of tit'e 38 and the provisions of
subchapters I and Il of chapter 36 of such title (with the exception of sections
178aX5), 178Kb), 1786, 1787(bX1). and 1792) shall be applicable to the provision of
educational assistance under this chapter. The term ‘eligible veteran’, as used in
those provisions, shall be deemed for the purpose of the application of those provi-
sions to this chapter to refer to a person eligible for educational assistance under
this chapter.

$2137. Reports to Congress

“The Secretary of Defense shall submit to the Congress a report not later than
December 15 of each year concerning the operation of the educational asgistance
program established assistance program established by this chapter during the pre-
ceding fiscal year. Each such report shall include the number of inembers: of the
Selected Reserve of the Ret;%y Reserve of each armed force receiving, and the
number entitled to receive, educational assistance under this chapter during the
preceding fiscal year.

'§ 2188. Savings provision

“A member who entered into an agreement under this chapter before Qctober 1,
1981, shall continue to be eligible for educational assistance in accordance with the
terms of such agreement and of this chapter as in effect before such dr'e.”

(2) The items relating to such chapter in the table of chapters at the beginning of

subtitle A of such title, and in the table of chapters at the beginning of part III of
such subtitle, are amended to read as follows:

"*106. Educational Assistance for Members of the Selected Reserve................ 2131,

() The amendinents made by this section shall take effect on October 1, 1981, and
shall apply only to members of the Armed Forces who qualify for educational assist.
ance under chapter 106 of title 10, United States Code, as amended by subsection
(a), on or after such date

Benefits currently available under
present chapter 106, title 10 USC H.R. 3097

Establishment of a program of educa: Each Secretary is required to establish a
tional assistance for the Selected Re- program of educational assistance for
serve is discretionary with the Secree  members of the Selected Reserve
tary of each military department  under his juriediction—it is an entitle-
(8213 1(a)). ment (§ £131(a)

Pays actual cost of tuition, fees, books up Pngs $140 for full-time studies, $105 for
to 31000 in any 12-month geriod. to a 4 time, 370 for % time, up to $35 for
maximum of $4000. (§ 2131(bX1), (c) Y4 time, fcr each month of entitle

ment, up to a maximum of 36 months
of fulltime study or equivalent in
_ part-time. (§ 2131(b), (cX2)

Limited to study in “accredited inatitu- Limitsd to st.ldy at “institution of higher
tions,” defined as a civilian college, learning” or ‘non-colleﬁe degree” post-
university or trade, technical or voca- secondar{, study, as these terms are
tional schcol in the U.S. that provides used by VA. Limited to study for bac-

ndary education and s calaureate degree or equivalent.
accredited by a recognized accrediting (§ 2131(cX1)
agency. Limited to stug{ for baccaldu-
a:)ate degree or equivalent. (§2131(c),
)

o s
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Benefits currently available under
present chapter 106, title 10 USC

HP, 3997

Persons eli%l;l;: enlisted members of the
Selected rve who are high-school
graduates and who enlist for six years
or more, with no prior service, after

September 30, 1977. (§ 2132(n), (b))

Eligibility does not begin until comple-
tion of initial active duty for training.
(§ 2132(aX6))

No equivalent provision.

Educaticnal assistance terminates upon
separation, failure to participate satis-
factorily in training. or completion of 8
years of service. (§ 213(a))

In case of failure to participate satisfac-
torily, member must refund pro rata
portion of assistance  received.
(§ 2133(b)

No equivalent provision.

Report to Congress required every three Re

po
months. (§ 2137)
No equivalent provision.

Program terminates (as to new enlistees}
on September 30, 1985. (§ 2135)

Persons eligible: officers and enlisted
members of the Selected rve, re-
gardless of prior service, who are sec-
ondary school graduates or hold equiv-
alency certificates, and who agree
after September 80, 1981, to serve six
years in the Selected Reserve from the
date of such agreement. (§ 2132(a))

No assistance may be paid to a member
until completion of initial active duty
for training ard completion of 180
days service in the Selected Reserve.
(§ 2132(b)) )

Secretary concerned must provide each
program_participant a statement of
the provisions of the program, includ-
ing payback requirements. (§2132(c)

Educational assistance terminates upon
separation from the Selected Reserve
(except that a member separated for
service-connected disability retains eli-
giblity for 10 years thereafter) or fail-
ure to rticipate satisfactorily in
training. ?§a2133, 2134)

In case of failure to participate satisfac-
torily, member may be ordered to
active duty for remainder of obligation
(but not more than two years), or be
required to refund pro rata share of
assistance received, with interest.
(§ 2135)

Program administered by VA _under
agreements with Secretary of Defense
and Secretary of Transportation.
(§ 2136)

rts to Congress required annually
(§2137)

Member who is entitled to educational
assistance under prior chapter 106 re-
tains that entitlement. (§ 2138)

No equivalent provision.

Mr. Nicuors. Thank you,

hear you, Mr. Edgar.

General Montgomery. The second bell

has rung and let us recess for about 5 minutes and come back to

General Montgomery, can you come back for questioning?

Mr. MONTGOMERY. Yes, sir.
{Recess.)

Mr. Nicors. The subcommittee will come to order. )
General, if I might just pursue a question or so with you. What is

the cost of this biil?

Mr. MoNnTGOMERY. The CBO estimated cost on the bill for 1982
and 1983, Mr. Chairman, would be around $22 million—estimated.
When it got way out and when it was really in full effect, in 1944 it
would be $1.4 billion. For fiscal year 1944, $1.4 billion would be the

highest cost for a single year.

Mr. NicHois. Excuse me, $1.4 billion in what year?
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Mr. MoNTGGMERY. 1994,

Mr. Epcar. If I may answer that question, on page 43 of our
report we outline what the bill will cost and the bill before us, H.R.
1400, is in fact cheaper, in the early years, than the original H.R.
1400 as introduced by Congressman Montgomery. Where it gets
more expensive is out in the transferability years. It might be help-
ful for me to explain where the dollar commitments fall.

But the chairman is right. The total cost of the bill in 1986 is
$462.6 million. It is not until you get into the out-years of 1990 that
it begins to reach a $1 billion figure,

As a percent of the total defense budget we are talking about 1
or 2 percent of the defense expenditure for that year. As the Presi-
dent stated in his West Point speech: “Weaponry alone does not
mean securily. Wars may be fought with weapons but they are also
won by men.” That is a direct quote from the President of the
United States. I think what we are saying is while the cost does
reach a billion dollars by the year 1990 it clearly can be offset with
the savings that you get from: not having to recycle the training
cost so quickly. Also the program is a commitment that is only a
small percentage of the total defense budget.

Mr. Nichors. Mr. Hunter, do you have any questions?

Mr. HunteR. No questions, Mr. Chairman. Thank you.

Mr. NicHovs. Thank you, General. We appreciate your testimony.
We may want to talk to you a little later as we get into the bill in
some future hearings,

Our next witness this morning is the Honorable Bob Edgar, Rep-
resentative from Pennsylvania.

Bob, we apologize for the delay. I know that both you and Gener-
al Mo:izthmery understand that the circumstances are beyond our
control.

Mr. EpGARr. Mr. Chairman, let me just begin by asking that my
statement in full be considered a part of the record. I would like to
include in that statement a set of charts which we have made
which I will refer to in my testimony.

Mr. NichHoLs. Without objection, tgey will be included.

STATEMENT OF HON. BOB EDGAR, A REPRESENTATIVE FROM
PENNSYLVANIA

Mr. EpGAR. Mr. Chairman, I want to thank you for holding these
hearings and congratulate you on reco izing that education is an
important benefit component for the All-Volunteer Force. One of
the most important features of m statement, I believe, are the
large number of quotes from peopﬁa who we visited with in Nor-
folk, Boston, and here in Washington. All of these witnesses talked
in a very strong and positive way about the value of education as a
recruitment and retention tool.

One Air Force recruiter said, “Increases in pay and bonuses cou-
pled with today’s inflation rates have only made the present mili-
tary an alternative to unemployment and welfare.”

Another Army recruiter said, “If we are irying to get a high
quality military, we need to be giving potential recruits something
more substantial.” Both the recruiters and individual military per-
sonnel told us to make sure that whatever comes out of your com-
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mittee is permanent, is easy to understand, is simple and provide
an alternative sense of stability to the confusion of all the test pro-
grams that have been promoted over the years.

In Norfolk, Va., when given a theoretical choice between a $5,000
reenlistment bonus right now or a $10,000 educational benefit
down the road, the majority of the witnesses—this is an important
factor—the majority of the witnesses felt the money would be nice,
but the promise of an education had more intrinsic value. Certein-
ly an awakening sense of patriotism throughout the country is
playing a part as well in raising the recruitment rate.

But as the President said again at West Point: “Other than in-
stilling a new feeling of patriotism, there is another way of reward-
ing those who serve the military.” Expressing his full confidence in
the concept of the All-Volunteer Force he said, and I quote: “We
need to reward military personnel on a scale commensurate with
what we ask of them.” In other words, patriotism cannot be
bought, but it should be rewarded.

The drawing power of the GI bill was clearly demonstrated in
the closing months of 1976 when recruiting officers around the
country were swamped with potential enlistees trying to take ad-
vantage of the last days of eligibility for the Vietnam era education
program.

I would like to go into some detail, if you will refer to the charts
that we have provided. Basically H.R. 1400 has five sections. First
is a Joan forgiveness section which provides up to $1,500 of loan for-
giveness for those who would be entering the all-volunteer service,
The second provision is the base basic benefit level. After 3 years of
active duty service personnel will be eligible for a benefit of $300
per month for 36 months.
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If you look on page 2 of the chart, you will also see that for 2
years of active-duty service and 4 years of reserve duty service per-
sonnel can receive the same benefit. The third section of the bill
grovxdes that after you reenlist, that is, you are eligible for the

asic benefits, but you have reenlisted and fyou are going to serve a
total of 6 years. Completing that 6 years of active duty, your bene-
fits go up to $600 per month for 36 months.

The most unique feature of the bill I believe is the fourth provi-
sion. After 10 years of active duty service, 10 full years of commit-
ment to the country and a commitment to stay within the military
for 20 years J'ou can opt to transfer those benefits to your spouse or
to your children. B; t time you will have had $6U0 a month for
36 ‘months of benefits and that is the amount that is transferable.

Finally, the fifth provision of the bill provides that at the discre-
tion of the secretary, at his discretion only, a service person can
take up to 2 years of leave of absence, provided they give 4 addi-
tional years of commitment. For every 1 month of education you
have to give 2 months of active duty service to the Nation.

Now let me reiterate that throughout our testimony we wanted
to be conscious of what was realistic and practical. There was a

rovision in Chairman Montgomerf"s original bill for the transfera-

ility provision to be available only during a window between the
8th and the 12th year and then, only for critical skills. We discov-
ered in our field hearings that pay and bonuses could be targeted
to critical skills, but many of our witnesses from the youngest en-
listee to the oldest officer we talked to indicated that education
tggnsgits ought to be universal and ought to be provided across the
ard.

They used the illustration of two people enlisting in the service
at the same time. One happened to go into an area where he was
doing outside work, climbing poles and providing electrical service
into facilities. Another went into computer operations. They both
served for 10 years. Someone, by accident or design, decided that
the person working inside was in a critical skill the other was not.
The inequity arises that one would be able to transfer their bene-
fits to their spouse and the other one wouldn’t, if the provision
were allowed only for critical skills. Both individuals had the same
time in service and performed equally important functions.

And so to summarize our bill we provide a basic benefit, a veter-
ans benefit of $300 a month for 36 months after 3 years—and I
might add the traditional Vietnam-era veterans bill is about $343
per month at this point in history, so it is about at that level. And
the recruitment incentives are the loan forgiveness provision and
the basic benefit. The retention provisions are clearly focused in
the second tier of benefits up to $600 and the transferability provi-
sion.

And we believe that this bill will provide the incentive to attract
a quality enlistee and will also encourage those within the services
to remain on active duty. '

Let me just add one other thing. We do target our benefit only to
high school graduate enlistees. It means that if someone enters the
service without a high school diE}oma, there will be an awful lot of
rressure for them to move quickly to get their high school equiva-

ency. All of the military personnel we talked to said that would be

Q
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8 positive benefit to encourage people to get their high school equi-
valency and to attract people of higher than high school equiva-
lency levels to man our sophisticated military systems.

In Boston, a captain of the.special forces, nov without a certain
amount of outrage, presented our subcommittee with a two-page
list of NCO’s in his unit who are planning on leaving the Army by
June 1. He said: “Special Forces has a reputation of being good and
one reason is stability. They know their jobs. But when you start
replacing people every 2 years, you lose that stability.”

Let me close with this comment. I believe vne of the features of
our bill that has not been discussed is a hidden benefit derived
from the cost savings from the ability to retain people within the
military that you've trained. It costs an awful lot of money from
the Federal Treasury to train people who in many instances leave
military services to go and work in the private sector to provide
educational benefits for their family or to get higher pay.

I think one of the real savings of this legislation will be the re-
tention factor for those at the midcareer level. Especially for those
trained in critical speciality fields, the cost of attrition is even
greater. The Air Force estimates that it pays $6.8 million to train
and keep an F-15 pilot with a rank of captain proficient in flight
skills. It would lose about half that much again for a C-130 or F-4
pilot who leaves the service to fly for a commercial airline.

Dr. Charles Moskos, the noted military sociologist from North-
western University testified before our subcommittee that merely
cutting the military attrition rate—this is something I would like
to underscore—merely cutting the military attrition rate in half
would result in a manpower savings in excess of $600 million per
year. I think that is an important statement, and I hope perhaps
that Dr. Moskos will have an opportunity, if not to testify before
your committee, at least to work with your staff in sharing with
you some of the profound insights that he gave us.

I commend you for looking at this issue, We think that the bill
that passed overwhelmingly in the House Veterans’ Affairs Com-
mittee and presently has over 120 cosponsors, is a good outline for
education benefits and it does provide the direction in which the
Nation should go for the All-Volunteer Force. ] urge this commit-
tee to move as quickly as possible on the legislation.

My hope would be that the President would have a bill on his
desk by October 1. Thank you, Mr. Chairman.

WRITTEN STATEMENT oF HoN. Bos EDGAR

I want to thank you, Mr Chairman for your invitation to appear before your sub-
committee to present my view of H.R. 148'0. *“The Veterans Educational Assistance
Act of 1981 " [ greatly appreciate your cooperation and that of the ranking minority
T]e"[l)bﬁr of the subcommittee, Don Mitchell, in agreeing to these early hearings on
the hill.

HR 1400 has received considerable attention on Capitol Hill in recent months.
One hundred and twenty Members ¢ the House, including over half the members of
the House Armed Services Committee have joined us in cosponsoring the legislation.
We are very grateful for the assistance of the members of this subcommittee and
the subcommittee staff in preparation for this hearing. Both Congresssman Duncan
Hunter and Congressman Bill Whitehurst testified before our committee n support
gda new GI bl for the All-Volunteer Force. We are pleased to return the favor

ay.
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As you know, H.R. 1400, as originally introduced, came under the jurisdiction of

the House Veterans Affairs Subcommittee on Education, Training and Employment.
As chairman of that subcommittee, in conjunction with ranking minority member
Margaret Heckler, I scheduled a saries of six hearings. Our purpose was twofold.
First, wo wanted to review the purpose and effectiveness of previous G.I. bills.
Second, we wanted to draw on that experience in shaping a new education program
which would provide the incentive to improve the quality of recruits and retention
rates-within the All-Volunteer Force. After hearing testimony from nearly 200 wit-
nesses in Washington and in the field, 1 believe we have met those goals. I believe
the bill before you today is a good bill, one that will appeal to recruiters, recruits
and career military personne] alike.
. We learned from our hearings that the 5.1 bill continues to be a valuable read-
justment benefit for veterans with wartime service. Apart from that fact, we also
documented that education benefits have been a powerful incentive for a cross-sec-
tion of Americans to join the military and follow a military career. We were told by
members of the uniformed services, as well as noted defense manpower and person-
nel experts, that with proper redesign, a new GI bill can again be a valuable invest-
ment in the defense of the United States.

The Congress has voted in recent weeks, at the request of the President, the
greatest budget reduction in recent history. At the same time it has mightily in-
creased defense spendingé Many decisions will be made in the months ahead on how
best to utilize those funds. Certainly there will be arguments over weapons systems,
technology and military hardware. But no matter how advanced the hardware, the
effectiveness of our defense force rests in the quality of those who will man thoee
weapons,

As the President said recently at West Point, “Weaponry alone does not mean se-
curity.” Q}:xoting General George Patton, he said, “Wars may be fought with weap-
ons, but they are won by men.” And, as he added, won by women as well. “1t is the
spirit of the men (and women) who follow and the men (and women) who lead that
will gein the victory.”

Certainly those who serve on this subcommittee are well aware of that quote and
its meaning. Your record is very clear among the troops in the field we interviewed.
Service personnel and their families within the All-Volunteer Force expressed their
gratitude over and over again in finally seeing the long-awaited increases in pay
and bonuses passsed out of this subcommittee.

Salary improvements have reversed, to some degree, the serious decline in re-
cruits and deteriorating retention rates for midcareerists that we noted during the
last half of the 1970’s. However, it was very plain from our hearings that salary
increases and bonuses alone, while helpin%‘cure the short-term problem, could not
be totally effective in developing a comprehensive benefit package for all-volunteer
service.

A panel of top Army and Air Force recruiters from across the country told our
subcommittee in Boston that, indeed, in the past few months, enlistments are up.
While at first glance they were encoura.*ged by these numbers, these same recruiters
were still concerned about the quality of the recruits they were signing up.

Said one Air Force recruiter: “Increases in pay and bonuses, coupled with today's
inflation rates have only made the present military an alternative to unemployment
and welfare.”

““We are trying to Fet a high quality military,” said an Army recruiter. “We need
to be giving potential recruits something more substantial.”

Our testimony showed that recruitment incentives based solely on compensation
were directed toward a pool of recruits seeking a way out of hard times and not a
meaningful route into a quality career in the military. The result is a form of eco-
nomic conscription even more inequitable than the draft.

According to thess witnesses, education incentives, as contained in H.R. 1400,
could effectively balance this benefit equation.

Idost of the younger recruits we interviewed, out of more than 100 service person-
nel, said they d’oined the service to: Better themselves; to learn a skill; to acquire a

rofession; and to get an education. Of course, the money was imnportant to them,
ut the quality troope had their eye on more long-term goals.

In Norfolk, Virginia, when given a theoretical choice between a $5,000 reenlist-
ment bonus now, or $10,000 of education benefits down the road, the majority of
witnesses felt the money would de nice, but the promise of an education had more
intrinsic value.

rtainly, an awakening sense of patriotism throughout the country is playing a
as well in raising the recruitment rate. But as the President said, again at
est Point, "'Other than instilling a new fecling of patriotism, there is another way
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of rewarding thoso who serve in the military " Expressing his full confidence 1n the
concept of the All-Volunteer Force. he said. *We need to reward (military personnel)
on a scale commensurate with what we ask of them.”

In other words, patriotism cannot be bought, but it should be rewarded.

The drawing power of the G.I bill was clearly demonstrated in the closing mnonths
of 1976 when recruiting offices around the country were swamped with potential en-
listees trying to take advantage of the last days of eligibility for the Vietnam era
education program From that point on we have been trying to operate an All-Vol-
unteer Force and encourage recruitment with education benefits far below those of-
fered to militsry personnel under draft conditions. Many of our witnesses agreed
that the drastic reduction in the quality and quantity of recruits from 1976 to 1980
is directly attributable to that loss in education benefits. While at the same time,
billions of dollars were authorized for Federal education grants to students who had
no obligation for national sarvice.

Both the Veterans Administration and the troops in the field have called the con-
tributory ‘‘veterans educational assistance program’ (VEAP), which replaced the
Vietnam ERA G.L Bill, an abysmal failure. Participation rates for training within
the VEAP program have consistently fallen below projected levels. Out of approxi.
matel(y 350,000 service personnel who have paid into the rogzzm since 1976, nearly
half, (157,000) have either stopped making contributions F59. ) or have cashed out
of the program entirely requesting refunds (98,000) according to the Veterans Ad-
ministration.

" One Army specialist stated the problem with VEAP quite clearly at our Boston
earing.

“I've talked to a lot of troops in my unit (and asked) how VEAP helped or hin-
dored them”” he said “If (the young soldier) has a choice of $50 for VEAP, or $50 to
pay the utility bill, VEAP falls by the wayside.”

or this man, and for many others we spoke with, VEAP was only ‘“money out of
pocket.” In addition, the short-term sacrifice was not worth the long-term benefit in
total education purchasing power. Supporiers of VEAP and other contributory pro-
Is have eaid that such programs can work if salaries and benefits are raised.
owever, to be truly effective and equitable, any contributory pregram would have
to rely on major across-the-board salary increases for service perzonnel of all ranks.
In reality, the present military incremental salary scale and the proposed targeted
increases for the All-Volunteer Force would always discriminate for education bene-
fits in favor of the “haves” against the “have nots.” Such a program does, and
would continue to discriminats against the young recruit trying to build a future for
himself and his famil{ within the All-Volunteer fForco.

Through April 1981 out of the entire All-Volunteer Force, only 6,267 VEAP par-
ticipants have entered training. Almost one thousand (984) of those individuals are
currently listed on the VA’s books as “accounts receivable”, owing outstanding over-
payments to the Federal Government. This fact alone demonstrates the administra-
tive difficulties and the potential abuse inherent in this or any other contributory

p m.
e‘ghile the VEAP program provides no recruitment incentive, the 1989 termina-
tion date of the Vietnam ERA G.L bill is, according to our testimony, forcing many
experienced midcareer service personnel to leave the eervice early in order to utilize
that benefit. HR. 1400 would grandfather them into the now program.
From the standpoint of education benefits the All-Volunteer Force is in a vacuum.
[ can applaud the rationale used by this committee last year in authorizing an ex-
pansion of the current test education programs. The current movement to stear
toward the reinstitution of the G.L bill stemmed from that effort. However, I am
concerned about both the expense and the morale problems caused by offering such
a wide variety of benefits in 80 many different locations throughout the country, I
believe we have enough information, based on our past and current experience with
the G.L bill to pr: with a simple straightforward education program now.
We were impressed during our hearings and interviews with service personnel
with the confidence and pride they held in their service. However, we also noted a
wing sense of frustration over a perceived decline in the quality of military life.
n many instances this decline in the quality of life for military personnel and their
families was not commensurate with the demands placed upon them by their serv-
ice. Faced with the attractions and rewards of civilian life, including education
benefits for themselves and their families, many of these individuals had already
considered or were planning to leave the service.
As one Navy petty officer in Norfolk put it: “When you are called out at 2 a.m. in
the morning, or are on-board ship for six months at a stretch, you can take pride in
your work, but you worry about your family. You worry about being away from
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them; and you worry about your future end their’s.”” He went on to say, “banuses
and pay increases are necessary if you want to keep bread on the table, or just to
keept' your head above water. But there is very little incentive in just making ends
mee

In Boston, a captain in the special forces, not without a certain amount of out-
rage, presented our subcommittee with & two m list of NCO's in his unit who
were planning on leaving the Army by June 1. He said: “Special forces has the
reputation of beinf good, and one reason is stability. They know their jobe. But
when you start replacing people every two years you lose that s‘.abilv."

Only one month before, Army Chief of tafl General Edward C. Meyer made the
same statement before our subcommittee. He cited turbulence ca by attrition
?&nd d%t:araiomting retention rates as one of the most serious problems facing the

rmy Y.

Both in our hearings in Washington and in the field there was a general consen-
sus among these individuals and many others that a #olid education program could
he}z stabilize the All-Volunteer Force and reverse this attrition. Included within
HR. 1400, apart from the basic und supplemental benefits, are two major retention
incentives: A leave of absense provision, and an option to transfer educational enti-
tlement to dependents. )

Mr. Chairman, 1 would like to submit for the record several charts depicting H.R.
l18430, and while doing so explain the graduated benefit levels provided by the legis-

on.

Following the basic $300 recruitment benefit and the early carcer booster supple-
mental, H.R. 1400 authorizes servicemembers to transfer that entitlement after 10
yoars to their dependents if they so wish.

Transferability may be the most controversial provision of H.R. 1400. However, it
vas clear from our testimony that it was the most crucial and also the most popular
retention device within the legislation. I believe that the testimony from the six
heanng we held will fully substantiate this fact. For the servicemember concerned
about the welfare of his family and the long range implications of a military career,
transferability affords that individual an opportunity to make a concrete investment
in his family through his own service.

One of the major modifications we made in H.R. 1400 was to expand the original
authorization for transferability, originally targeted only to critical skills, to a uni-
versal provision available to all military personnel. Service personnel from company
commanders to privates told us of the inequity of iroviding an education benefit for
some dependenta and not others. They indicated that they could accept the concept
of using pay and bonuses as an incentive for critical skil[:. but that a basic benetit
such as education or health care ought tq be provided across-the-board.

One Army major stated, “Linking transférability to certain M.0.S's would create
turbulence by encouraging soldiers to jump from one M.O.S. to another.”

Another first licutenant asked: “How can you ask someone to be cold, wet and
miserable tiend tilze"combat arms if that soldier waa denied transferability while others
were gran .

We feel that universal transferability can be an effective retention incentive. We
also strongly urge and recommend that it be made available across-the-board to
both spouse and child. .

I realize that the cost of HLR. 1400 is of some concern to the members of this sub-
committee. As you can see the cost is split between the Veterans Administration
and the Department of Defonse. The VA will administer the program and be re-
sponsible for the cost of the basic benefit after 3 years. The Department of Defense
will pay for the supplemental benefits after 6 years, and the transferability provi-
sion after 10. There is no appreciable cost to the program until 1984,

1 understand the Congressional Bud(fot Office will testify before the subcommittee
on the coat ectimates they have provided the House Committee on Veterans Affaira.
While CBO may be reporting on the costs of the legislation, I beliove it is important
to nots the cost savings and the benefits derived from the bill.

In 1979 the Government Accountigg Office reported that 444,000 first-term volun-
teers had left the service between 1974 and 1977 before completing their initial en-
listments. The cost to the Federal Government for this loas was $5.2 bitlion.

At the same time the Department of Defense projected that uf to an estimated
one-third of active duty male first term enlistees from fiscal year 1976 to fiscal year
1978 l'tnillectil to sompletc 3 years of initial service. ‘‘Mostly because of lack of aptitude
or motivation.

Current DOD data indicates that hlﬂxsnchool graduates are twice ac likely to com-
plete their full enlistments than are high school dropouts. H.R. 1400 would attract
only high school graduates.

IToxt Provided by ERI
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The GAO eatimates that cach attrition case costs the government $12,000, includ-

ing basic enlistment costs, initial training and service costs. .

or those at the mid-career level, especially those trained in critical specialty
fields the cost of attrition is even greater. The Air Force estimates that it pays $6.8
million to train and keep an F-15 pilot with the rank of captain proficient in flight
skills. It would lose about half that much again for a C~130 or F-4 pilot who leaves
the gervice to fly for a commercial airline.

Dr_Charles Moskos the noted militdry sociologist from Northwestern University,
testified before our subcommittee that merely cutting the military attrition rate in
half would result in manPower savings in excess of $600 million per year.

Furthermore, judging from our past experience with rrevious G.I. bills, for every
dollar invested in an education program, the Federal Government has received

ree in return from higher taxes paid by those who have received that education.

Apart from beir'xﬁlcost efficient, H.R. 1400 will be a good investment in the All-
Volunteer Force. The investment made in improving the quality of personnel will

ay off in improved eﬁ‘ncier;? and a more eftective defense for the United States.

e incentive provided by education benefits will not only improve the quality of
military personnel, but will attract and draw on a more representational and equi-
table cross-section of the Nation's populaticn.

In closing, the recruiters, the military personnel, and the experts in Washington
and in the field tauéht us a very valuable leason. They said:

“Give us a new G.L bill. Make it simple, easy for recruiters to explain, and re-
cruits to understand Make it equitable. Use pay incentives and bonuses for critical
skills But education should be across-the-board. Allow us all the opportunity to edu-
cate our families. Do not discriminate between different branches of the service, or
different occupations within those branches. Make the benefit levels high enough to
be meaningful, but not too high to force peog)le out of the system to use that benefit.
Make the GI bill permanent.” They said, “It is time to stop switching signals on
the education benelits for the All-Volunteer Force. And, above all,” they said, “We
need this recruitment and rentention tool now.” )

I realize that is a tall order But we have attempted to include the spirit of those
guidelines within H.R. 1400.

As I mentioned in the beginning of my statement, I believe we have brought a
good bill before your subcommittee. I want to thank you, Mr. Chairman and the
members of the subcommittee for your invitation to testify today. I also want to ex-
press my deep appreciation to the chairman of the House Committee on Veterans
Affairs, Sonny Montgumery, the original author of H.R. 1400, for his great assist-
ance and strong support for the amendments we made in his bill.

Mr. NicHots. Thank you, Mr. Edgar.

Did I understand you to say that the transfer feature of this bill
would not take place until after the man had served in the military
in uniform for 10 years.

Mr. EpcARr. That is correct.

Mr. NicHoLs. There is no transfer right whatever unless he has
10 years’ service?

Mr. EpGAR. That’s correct.

Mr. NicHors. A leave of absence—I presume you are talking
about peogle who are in the military and who have come to the
point, “well I better go to the school, if I'm ever going to go, and I
would like a leave of absence to take advantage of it;” that is, a
man who has 6 years credit.

Mr Ebcar. That's a good example, if the person has 6 years and
has a 6-year credit and he wants to stay within the military rather
than leaving to take their benefits. At the discretion of the Secre-
tary that gexson could be given the privilege of leaving active duty
for up to 2 years of education committing himself to return to the
military for 4 additional years. The military would then get a
higher level or higher educated person with perhaps a manage-
ment skiil to help better manage a particular field operation.

Ig@r. l;dom*coumv. Mr. Chairman, may I comment on one other
subject?

Q
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Mr. Nicnois. Certainly.

Mr. MonTGoMERY. My testimony pertains to the National Guard
and Reserves nationally. I believe and recommend that the Re-
serves be considered for some type of educational benefit. My pro-
posal was thought out working wit}. the Defense Department and
with the National Guard Bureau aad also the Reserve group over
in the Defense Department. Since .y proposed amendment relates
to the Reserves and the National Guard it would be more appropri-
ate to offer my amendment to this subcommittee because title 10,
United States Code, that would have to be amended really comes
under the jurisdiction of this committee. And, therefore, I'm just
letting you know this. To move along with the bill there will be an
amendment offered in the subcommittee that would provide educa-
tional benefits for those who join the National Guard and the Re-
serve. It will certainly be a plus incentive for attracting reservists
to stay, in the Reserve program.

They would be not as eligible and not receive as much as $300 to
$600 per month of educational benefits but around $140 a month.
This would not take away from the attraction of a person going
into the regular service and getting a GI education. The purpose of
my proposed amendment will be trying to keep their reservists in
the Reserve program and offer something in educational benefits
which may be used after completing active duty for training.

Some of the States do have educational benefits, including my
State, as an attraction for the Reserve.

Mr. NicHots. $1.25 million—the figure of $1.5 billion as the cost
in 1984 did not include the Reserve Forces?

Mr. Epcar. That is not quite correct. If the chairman would
yield. As our chairman has indicated, the National Guard issue is
not dealt with adequately in our bill because we didn't have juris-
diction or didn't feel we had jurisdiction. The Reserve component,
as you can see by the chart to my right, is included. For 2 years of
active duty and 4 years in the Reserve you get the basic benefit
and for 4 years of active duty and 8 years in the Reserve you get
the second level, second-tier benefit. The $1.4 billion cost in 1994
includes that amount of Reserve education funding. What is not in-
cluded is any National Guard funding that the chairman has
talked about or any additional amendment.

Mr. Nicuots. Do you have any costs associated with the National
Guard?

Mr. MonTGoMERY. The first idea that I am talking about rather
nominally would be a little more than $8 million for the first year
to include the National Guard and the Reserve and it would go up
proportionately for the next 2 years.

Mr. EpGAR. One thing I did not make clear in my testimony, Mr.
Chairman, is that the first line of benefits, that is, the first 3 years
of benefits will be paid for by the Veterans' Administration, so that
the commitment by the military is a second line of benefits plus
bonuses.

The Defense Department would be responsible for tier two and
the transferability provision. But the first $300 benefit would be
considered a Veterans’ Administration component in our legisla-
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Mr. NicHots. In your witnesses that you heard from, to what
extent did you give recruiters, recruiting officers—did they testify
from all services?

Mr. EpGAR. Mr. Chairman, if I may answer that question, they
not only testified in Norfolk but in Boston. We made a special
effort to bring in recruiters from all over the country, particularly
in areas that had several of the lL;;S.ge(:isa.l tests implemented. We had
a recruiter from the Minneapolis-St. Paul area. And we had others
from up and down the northeast region of the country from ali of
the services. There are some specific quotes in my testimony by re-
cruiters who laid out what they thought this bill should include
and how it should be drafted. They were very strong in their sup-
port that any education program should be simple and easy to un-
derstand.

They made an interesting point with us in that they expand a
great deal of the effort going out to colleges and to high schools
teaching principals and parents as well as students about what
benefits are available. They have to be impressed by the benefit
programs as well as the potertial recruit. But we think that the
experts and recruiters that we heard from in Washington as well
as out in the field ¥ive us a full range of views. They too under-
scored what General Meyers said, and that is, we live in turbulent
times and the whole recruitment business is very turbulent at this

ilnt and a GI education bill will bring some stability to that tur-

ulence.

Mr. MoNTGOMERY. Mr. Chairman, let me add to that and say
that I heard part of the testimony and we were told by the differ-

nt services that there is confusion. We huve about three to four

sts out there now on educational bills and 1 know the Houae test
bill and the Senate test bill that we passed last year has not even
been implemented by the Air Force It is just too confusing for
them and they’ve just been taking what’s on board now.

So really we either need it or we don’t need it. The testing is just
going to delay it. And what we need is something simple that is
easyhfor the recruiter to understand, whkether we go with this bill
or what.

But we ought to simplify it and cut it down to one type of pro-
gram and let them understand it and go out and sell the program.

Mr. NichoLs. I waat to ask you in your talking to the recruiters
did you ask them to make a comparison as to what a GI bill would
do to them vis-a-vis what bonuses, enlistment honuses, would do in
helping with the recruitment? Did you have any testimony do you
recall on that?

Mr Eocar. As I recall the testimony, particularly the testimory
in Norfolk and in Boston, the recruiters said they really need a tool
chest. They need bonuses in certain critical skill areas and they
need benefits that are equitabie, fuir and across the board. To a
person, every recruiter we talked to said that the GI education bill
would in fact be a benefit that would be sellable. All of them recog-
nized that on December 31, 1976, the termination of the Vietnam-
era GI bill, there was a dip that took place in beth the quality and
quantity of reservists. When you agked them the specific question:
“What was the reason for the dip,” it was the effort that Congress
made at the request of President Ford to do away with the Viet
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nam-era GI bill. They felt that retaining the GI bill would be a sig-
nificant contribution to their benefits.

Specifically, in Norfolk they said given the hypothetical, if you
had $5,000 of cash bonus or $10,000 of education they said while the
cash would be nice, we think the long-term education benefits
would be more of an incentive. We were actually frankly surprised
at that answer because we thought, as many people do, that only
tke cash bonus, the cash in hand would appeal. One of the recruit-
2rs said, unfortunately, often with the cash bonuses you get a body
but not necessarily the kind of body that cares about making the
military a career. An education incentive can give you a body that
has more of a commitment to long-term service within the mili-
tary.

Mr. Nictots. The reason I asked you that question is I am get-

ting some feedback exactly 180 degrees from what you testified in
regard to recruiters. I've talked to some recruiters in the field. I
want to talk to some more—I wish I had polled them already to
just get an answer to these questions.
When I put the question on Armed Services Day in my district to
some recruiters, the response I got was, Mr. Cingressman, the
thing that the young people . many of them will come in to see us
about, they want to know what you can do for me now, what’s up
front in it for me—a $5,000 enlistment bonus in the infantry and
artillery and armor to them. Yes, they wanted the GI bill—I don'’t
mean to deny that, but they felt like the other was a better --~cruit-
ing tool for them than perhaps the GI bill, if they had to choose
between the one or the other. That’s why I asked the question.
Mr. MontcoMmeERY. Mr. Chairman, I think that points up vne of
the problems we are having in the All-Volunteer Force now. We
are getting some excellent recruits and people that come into the
service and then we are getting some that are looking for the cash
dollar and are financially in trouble. They’ve got problems at home
and they're looking for 1noney. If we could attract the young man
and young woman that wants an education, it would be better for |
our Nation in the long run, whether they stay in the service or not. |
I think one of the problems we are having now is that a iot of
these kids get 1n trouble and they are looking for the buck and |
they come into the service. |
Mr. Nicuors. Your point is well made, General. I agree with you |
the type of individual who would be attracted to an educational
beneiit package, you would seem to think he would be more apt to
be lthe kind of individual we would want to recruit to stay in the
military.
Mr. gmmu. Mr. Chairman, if you would yield. The: did say one
other thing that 1 think was underscored by Sonny Montgomery
and that is that with all of the test programs out there and the
instability inn what we are offering them to use in their tool chest
tu recruit people, that there's a great deal of uncertainty and fluc
tuation vut n the field. One recruiter in one district can offer one
benefit and one recruiter in another cannot.
Acruss the board, every recruiter said to us after we asked those
specitic questiuns that you have asked. “make it dependable, make
it consistent, make it equitable, make it across the board and make
it something that we can utilize as a long term benefit.” They saw
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the VEAP program as ineffective and underutilized, coupled with
the test education program they had another set of regulations
z2king it very difficult to teach our recruiters how to recruit.

“Those recruiters said it was very difficult to know what the regu-
lations are on a day-to-day basis.

Mr. NichoLs. One final question. Has the Department of Defense
‘rovided any figures to either of you gentlemen as to what we
might expect in the way of payback in terms of recruitment and in
terms of retention? We create GI bills, we raise military pay in
order to attract and retain people. Do you have the figures on that?

Mr. EnGAR. As far as I understand it, they've modeled a few fig-
ures and I think there are three paybacks and I think you need to
ask them directly what their figures would be.

Mr. Nicsots. | intend to do that.

Mr. EpGar. But the three paybacks I think you need to keep in
mind, first the payback that we get from the savings in training as
we retain people. The second paéback we get is for every dollar we
spend, we estimated on the old GI bill we got $3 back into the Fed-
eral Treasury because of better tax benefits that those people were
paying back to the Treasury.

And the third payback we get is the higher caliber of person
within the all-volunteer service. Now in terms of the actual dollar
figures of payback or the uctual numbers of people that we will be
able to retrain and recruit with this incentive, it is very hard to
model that and to make éuesses. We can only go back to 1976 and
discover that when the GI bill was terminated the negative pay-
back was enormous.

And between 1976 and 1980 had we not terminated the GI bill
we might find that the recrnitment and retention needs might be
far different from what they are today.

Mr. NicHoLs. Mr. Hunter, do you have any questions?

Mr. HUNTER. Just a couple, M{' Chairman.

‘I applaud both of dyou gentlemen for your presentations and I
think that—I applaud the simplicity of this bill because I think it
is important —and in my forums and conversations with military
people I think I have established one thing and that is the sales-
men for recruiting are not just the recruiters themselves but the
families and spouses of ‘"\e people who are thinking about either
staying in or going into .e service. Most people know what the GI
pill is When we have tne GI bill working for us, we've got thou-
sands and thousands of people in this Nation who have utilized the
bill itself and 1 think that a study showed that the families of
people who are thinking of going into the service or who are in the
service are extremely influential in their ultimate decision to par-
ticipate in the Armed Forces.

I remember one recruiter told me when I asked him about the
money versus the bill, his answer was that an education really is
the only mechanism that ir. and of itself upgrades the quality of
the future of the GI as well as the service. And it really is the best
vehicle for retention and recruitment.

Mr Epcar If the gentleman would yield, I think the gentleman
has made a good point. In responding to the chairman’s earlier
question, on page 10 of my testimony 1 share with you a statistic
that was provided by the General Accountirg Office. In 1979 the
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General Accounting Office reported that 444,000 first-term volun-
teers had left the service between 1974 and 1977 before completing
their initial enlistments and the cost to the Federal Government
for this Joss weas about $5.2 billion.

So anything we can do to impact into that first-term loss of train-
ves will help in the savings of some of that $5.2 billion and I think
maybe a large part of the payback.

But directed to your comment, I think that we do have to provide
both education and targeted pay benefits, targeted pay bonuses for
certain critical skills. We are in a period of time, as the chairman
has suggested, where the All-Volunteer Force is in question. But
we are also in a period of time where the President has indicated
that he is not a supporter of returning to any kind of selective
service or draft situation.

I believe that for the Nation as a whole, reinstituting an All-Vol-
unteer Force GI education bill is probably the best contribution we
can make, along with the pay incentives that we began to make
last year, being the two tools to retain and recruit persons wichin
the service. Failing to do that I think will continue to shuffle with
the personnel problems within the service and perhaps we will find
ourselves 5 or 10 years from now looking to another way to provide
defense for our Nation which could be even more expensive.

Mr. NMicuoLs. Thank you gentlemen, I appreciate your testimony.

Our next witness is our colleague, Mr. Hunter.

Mr. Hunter. Good afternoon, Mr. Chairman. I have a statement
that 1 would ask be considered a part of the record.

Mr(.i NicHors. Without objection, it will be made a part of the
record.

TESTIMONY OF HON. DUNCAN HUNTER, A REPRESENTATIVE
FROM CALIFORNIA

Mr. Hunter. In light of the thorough testimony that was pre-
sented previously, I'm going to simply highlight a few of the things
I found to be interesting and important in pursuing the Gl bill
forum in my district in San Diego and also in numerous town hall
meetings and forums since the GI bill forum.

In March, I held a GI forum in conjunction with the Fleet Re-
serve Association, Bob Nolan, the executive secretary of the Fleet
Reserve Association, is present today. The purpose of this forum
was really to ask the enlisted people in the service—we had all the
services attend—what they waated to see in the GI bill. I'm going
to tell you a few of the points that were brought up and some of
the emphasis that was placed by not only the enlisted people, but a
number of the recruiters whc attended.

I think the first point is that VEAP has failed miserably. This
was repeated over and over again by the large number of enlisted
people who attended and who testified. I think we had 39 wit-
nesses. [ncidentally, the witnesses had had brainstorming sessions
and put out polls, their testimony represented the feelings of thou
sands and thousands of people who are stationed in the San Diego
area.

To a man and a woman, they thought that the voluntary pro-
gram failed simply because there are not enough bucks in the mili-
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tary household, the enlisted military household, to keep many of
them off the food stamp rolls, muct. less contribute to an education.
That point was established very early. I think that the biggest
asset of the new GI bill is going to be transferability. We had an
interesting conversation regarding transferability. Everybody is for
it and I think it is(%c.ing to be very important. It is going to change
the nature of the GI hill completely from a vehicle that was good
for motivating people to get into the service, but was not good for
retention.

I look at my own experience. I served in Vietnam and the day I
Eot back I got out so I could go to college on the GI bill. Transfera-

ility is going, in my estimation, to make the GI bill an instrument
for retention. Fromi the pecple who attended, and particularly the
recruiters, it was evident that the 10-, 12-, or 14-year veteran right
now who is thinking of getting out of the service—because he feels
he needs to go to work for Hughes Aircraft, for example, instead of
staying in the Navy—if he co:!d make enough money to educate
his children, he would be mot - ated to take a second look and I
think to stay in the service.

The difference of opinion o trarsferability, however, arose on
whether the transferabiliiy chou!d b applicable only to the chil-
dren of the GI or to the children and %1e spouse. It was g:ii.e inter-
zsting. The younger members of the Armed Forces, almost to a
man, wanted to have transferability to spouses. The older gentle-
men, the senior petty officers, felt that sume of the young guys had
stars in their eyes and they wanted v see transferability resicicted
to children.

I cannot predict exactly —it would seein to me that it may be dif-
ficult, particularly in a State like California with community prop-
erty laws, to simplify the transferability. If it does go to spouses, it
should be in a way that we are not going to have a lot of court
problems. I am thinking of a scenario where you have a gentleman
n the service or lady in the service whose sy 'use has used up per-
haps half of his or her GI benefits and you have a dissolution: Who
gets the other half of the benefits? If it is subj .t to the community
property laws, a number of legal questions could arise.

The split was basically between the olJer and the younger mem-
bers of the Armed Forces and it was just about even, as I recall. I
think one other point that was made so well by Chairmen Edgar
and General Montgomery is that the bill is going "o have to be
evenhanded. And this point was driven home time and again by
our witnesses. They think the fellow who pair ts the hip is just as
important as the guy who fires the weapons system; nobndy wanted
to see anything other than completely across-the-board, evenhand-
ed treatment.

One other thing 1 think is important. We had a number of re-
cruiters say that the bill should be kept as simple as possible. I like
H.R. 1400. I think it does that. It was reiterated by the vacruiters
that the families have a great deal of participation in whether or
not a person stays in the service or joins the service. Wher. they're
sitting around that breakfast rocom table and they're talking about
whether the member of the famili should go into the service or
stay there, it is important that the bill be simple so they don’t have
to have an attorney to assist them in evaluating whether, if the
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young man or lady pursues a certain MOS, he's going to have a
better GI bill than if he pursues another one. So the simplicity is
very important not just from the point of the recruiter selling the
program but also for the general public in our Nation who have
utilized the program and whose reletives are involved in perhaps
deciding whether to go into the service or stay in. I like transfera-
bility myself. It is a part of my bill. I had mine limited to the chil-
dren. Obviously, they are going to have to be college age and per-
haps there is not going to be as much of an immediate financial
drain on the Treasury if it is limited to children rather than going
to spouses, because spouses presumably would be able to use it im-
mediately, even while the children are at a young age.

Thank you very much. These arc the highlights of our p.ogram.

WRriTTeEN StareMeENT oF HoN. Duncan HuNTER

Mr. Chairman. | congratulate the Subcommittee on holding these hearings on
H.R. 1400, the Veterans Educational Assistance Act of 1981 and appreciate very
much your affording me the upportunity to give you my views on this must impur
tant subject.

There is nu doubt 1n my mind that toda, there is great concern among all our
vitizens as t the shape our Armed Forces are in. Almost daily, articles appear in
the press cuncer ning our reaciness, our ability te wage war and win, the problem of
retaining key persunnel and in recrusting and retaining the quauty individuals so
necessary to the future functioning of cur military services,

We have heard of Navy ships unable tu 2o to sea for lack of experienced petty
ufficers, of Army units rated nun cumbat ready because ot a shortage of nunconimis-
swned ulficers, of Air Furce crew chiefs 'eaving the service because they are forced
to moonlight in order to earn enough money to support their families,

Adequate pay is ubviously a prime factor 1., recruiting and retaining service per-
sunnel, and under the leadership of sur Chairman, our Subcummuittee has done and
1s doing a lot of work in this area to alleviate the inequities involved

But another, and I believe equally important concern of the men and wumen of
vur Armed Forees s that of educativn, and I again compliment the Subcummittee
for addressing this area.

As we all know, the Vietnam-era G.[. Bill went out of business in 1976, with the
pruvisun that those covered under that Act would use their benefits by 1989 or lose
them. let's face it A young man ur woman who wants to stay in the service for a
full term, but alsu want to avail themselves of their educational benefits have a
tuugh decision to make In numerous cases, these people are coming down un the
side of getting out, and these are the people we need to ieep the most

[ have talked with any number of active duty and former service personnel un the
subject uf educativn and buth they and [ are convinced that a new veterans educa
tivn l?cneﬁt law wuuld be une of the best recruiting and retention incentives that we
cnn have

To get an even better 1dea of what's on the service member’s mind, this pust
March, the Fleet Reserve Assuwiativn and [ held a “G [ Bill Forum” 1n San Diego
The Forum lasted ail day, and we heard frum 33 witnesses, ranging from an E 1
with three years uof service, tv an E-9 with thirty years. Each of the witnesses was
the spokesnian fur his coniemporaries - ships crews, air wings, personnel attuched
to shure conimands, and the hall was filled with other interested service memnbers,
with whom we alsc had a chance to talk.

Let me give you some of the flavor of their comments:

From an E 4. "You want better quality persunnel in the military, bring back the
G.1. Bill. [t’s as simple as that.”

From a senior chief petty officer “There 1s more involved here than just the G L.
Bill. Part of 1t is how to educate the military.”

An Army Sergeant First Clas« said. "The G.1 pruvides enlisted personnel with an
upward mobility, and as a recruiting incentive, tﬁe G1 Bull 1s the best thing we can

0

And an E 3 followed that by saying. “Let’s face 1t Education is the most attrac
tive pruposition yuu can offer a person in today's world, where tu lLive better, you
must be better educated”

Let me suminarize the main points the witnesses made
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1. Any new education grogram should be non-contributory.

2. Critical skills should not be a factor in determining an education benefit, but
should be dealt with by other means. .

3. Maximum benefits should accure after at least eight years of service.

.4 The transferability option caused the most comment. The overwhelming major-
ity said that transferability should be a part of a new G.I. Bill, otherwise 1t would
not do much in the retention area. All witnesses said that the transferability option
should only be earned after ten years of service.

All the w.tnesses gaid that the present Veterans Educational Assistance Program,
or VEAP, was a complete failure, and that only about 5 percent of participators
remain in the pro?am.

Mr Chairman, I believe HR. 1400, with the exception of the critical skills factor,
contains basically what we were told in Sar. Diego should be included in any new
G.L Bill, and I enthusiastically give it my endorsement.

President Reagan has stated his strong support for th. All-Volunteer Force as the
only alternative to a draft. I would agree, and that’s why 1 believe our Armed
Forces need a simple, permanent, straightforward education program that will send
a signal to our military personnel, and those young people in the civilian world who
might be th.inkinf about a military career, that we care about our Armed Forces
and are taking all possible steps to lx:gmde the quality of life. I feel that H.R. 1400,
the Veterans Education Assistance Act of 1981, can provide such a signal—a long-
t?'rtthn incentive to both attract and r~tain quality individuals to serve in the defense
of this nation.

Mr. Nicxors. Thank you, Mr. Hunter. I appreciate your testimo-

ny. Our final witness is the Honorable Thomas Petri, the Repre-
sentative fror: Wisconsin.

TESTIMONY OF HON. THOMAS E. PETRI, A REPRESENTATIVE
FROM WISCONSIN

Mr. Perri. 'Thank you very much, Mr. Chairman. I appreciate
the opportunity to testify here. I would just like to talk very briefly
about one section of the bill on page 28, section 5. It extends for an
additional 2 years the student loa. tgiveness program which was
adopted by Congress last year. As i suspect ycu are aware, the De-
partment of Defense through no fault of its own has taken time to

. tinplement the program. It was supposed to be in operation in Jan-

uary, but many branches of the recruitment program simply
weren’t aware of it at that time and are just beginning to become
aware of it. Mr. Montgomery’s bill contains a 2-year extension of
the loan forgiveness program. And I would like to ask, if possible, if
it looks as though this bill may not be moving before October 1, all
the way through the legislative process, rather than see a hiatus in
the test program, if it would be possible to take this section and
put it into the DOD 1982 authorization. The origins! bill was pu.
into the 1981 authorization. That would provide for continuity in
the test lprog'ram.

I would like to hav. the opportunity to at least discuss offering
an amendment or having someone else offer an amendment on the
floor when that bill comes up.

Second, I and others in our office have been working with some
of the ple in the Defense Department vo try to come up with
ways of actually calling this program economicaily to the attention
of the target population, people who have student loans ouistand-
ing. These loans are made in most cases through local financial in-
stitutions but when repayment tinie comes many of them are
turned over to the Federal Goverrment. And we have some people
who send out bills and all of that. We are all familiar with getting
our monthly bank statements with some promotional literature in
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it for a particular thing that the bank may be promoting, and I
don’t think there's any reason why those people shouldn’t be will-
ing to cooperate by inserting something, perhaps even with an 800
number, saying if you're tired of paying this loan, you ought to in-
vestigate signing up for the Reserves or perhaps seeing one of the
branches of the Armed Forces and signing on and taking advan-
tage of the loan forgiveness program which exists.

1 suspect most people don't know about it. Most recruiters are
targeted in on high school populations in their towns, not college
populations. In college communities they may be doing some, but it
is mainly through ROTC, and it would be very economical and a
very simple thing to set up the type of literature insertion I have
outlined. I think they have at Defense Department been in contact
with the student loan collection people. But so far as I know, they
really haven't implemented this idea yet. I think that would be
something to keep our eye on.

Mr. Nicuors. Lei me respond to your first suggestion. Do you
have that put in the form of an amendment?

Mr. Perr1. Yes.

Mr. NicHots. As you know, we hope to get the 1982 authorization
bill up this afternoon and I think we will be into it well into tomor-
row. So if you could let my staff have a copy of that amendment
and we will discuss it and take a look at it.

The second issue, would you put your suggestion in writing to me
and I will see that it goes up the flagpole with Department of De-
fense to take a look at it.

Mr. PErRI. Yes.

[The following information was received for the record:]

ADVERTISING LOAN FORGIVENESS

A principal requirement for a progam of student loan forgiveness in exchange for
malitary service 18 advertising the program to the relevant population—namely
those with student loans outstanding. Clearly the most efficient way to do this is to
nsert material describing the loan forgiveness program with student loan bills Cur-
rently, the Student Loan Marketing Association handles the collecticiof 60’ percent
of all student loans that are federally guaranteed. There may be convenient ways to
arrange insertion of material with the remaining 40 percent of the bills, but even if
the DOD dealt only with SLMA4, it would solve most of the advertising problem

Evidently the Defense Department has been in contact with SLMA about this,
and SLMA has agreed to insert material on loan forgiveness, but no material has
been forthcoming from DOD. The department should be strongly encouraged to pro-
vide such material.

Mr. Nicaois. Thank you very much. We appreciate your testimo-
ny.
c The subcommittee stands adjourned subject to the call of the

hair.

[Whereupon, at 12:35, the subcommittee was adjourned, subject
to the call of the Chair.]
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House OF REPRESENTATIVES,

COMMITTEE ON ARMED SERVICES,

MiLITARY PERSONNEL AND COMPENSATION SUBCOMMITTEE,
Washington, D.C, Thursday, September 10, 1981.

The subcommittee met, pursuant to call, at 10 a.m., in room 2212
of the Rayburn House Office Building, Hon. Bill Nichols (chairman
of the subcommittee) presiding.

Mr. NicHors. The subcommittee will come to order. Today the
Military Personnel and Compensation Subcommittee continues
hearings on propogals for a new educational assistance program for
the military.

Our first witnesses this morning represent the Congressional
Budget Office. They are Mr. Robert F. Hale, Assistant Director for
National Security and”International Affairs, and Mr. Daniel F.
Huck, principal analydt, National Security and International Af-
fairs. I understand that Dr. Rivlin, who was scheduled to appear, is
presenting testimony this morning to the House Budget Committee
on current economic forecasts—an issue about which we are all
anxious. Mr. Hale and Mr. Huck will be presenting the results of a
study being conducted by the Congressional Budget Office, at the
request of our committee, on an educational assistance prgfram for
the military. I am certain the work done by Congressional Budget
Office will provide a very useful framework for evaluating such
proposals, just as the Congressional Budget Office study 3 years ago
on the Selective Service System was invaluable in our review of
that program.

Following Dr. Rivlin's presentation, our next witness will be the
Honorable Lawrence J. Korb, Assistant Secretary of Defense for
Manpower, Reserve Affairs and Logistics, who will present the ad-

~ministration’s position on the issue. This will be Dr. Korb's first ap-
ipéarance before a formal hearing of the subcommittee and we wel-
come him.

I apologize to the witnesses for delaying this hearing before the
subcommittee on several occasions due to scheduling conflicts with
the fiscal year 1982 Defense authorization bill. We appreciate your
forebearance. .

Before our first witnesses begin, I want to mention that since the
manpower portions of the Defense authorization bill are largely
completed, the subcommittee will be devoting a great deal of time
to the issue of an educational assistance program for the military.
Although the Floor schedule will be heavy and the members have
other commitments, I expect to schedule two hearings a week on
this proposal for the next month. A new educational assistance pro-
Rram is an important legislative issue that merits careful scrutiny
oy this subcommittee because of its far-reaching implications. We
need to have complete answers to such questions as exactli' how it
will affect recruiting and retention an:i1 how much it will cost—
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both now and in the future. I am confident the members of the sub-
committee can determine the correct legislative course of action.

As T mentioned, our first witnesses are from the Congressional
Budget Office. Mr. Hale and Mr. Huck, you may proceed.

STATEMENT OF ROBERT F. HALE, ASSISTANT DIRECTOR FOR NA-
TIONAL SECURITY AND INTERNATIONAL AFFAIRS, CONGRES-
SIONAL BUDGET OFFICE, AND DANIEL F. HUCK, PRINCIPAL AN-
ALYST, NATIONAL SECURITY AND INTERNATIONAL AFFAIRS,
CONGRESSIONAL BUDGET OFFICE

Mr. HaLE. Thank you, Mr. Chairman. Let me express Dr. Rivlin’s
regrets for not being able to be here. We do appreciate the opportu-
nity to testify. Mr. Huck, who is with me, has been supervising our
study of educational benefits, and 1 would like to ask him to pres-
ent our formal statement.

Mr. Huck. Mr. Chairman, I am pleased to appear before this sub-
committee to discuss the manpower and cost implications of propos-
als to increase educational benefits for our military personnel. My
testimony today will summarize the preliminary results of a CBO
study of this issue, undertaken at the request of the full committee.
I will focus on four major areas:

First, the military manpower problems that educational benefits
could address;

Second, weaknesses in the current Veterans’' Educational Assist-
ance Program (VEAP);

Third, the costs and effects on reciuiting and retention of a more
generous educational benefits program;

And, finally, key issues before the Congress. A more detailed
presentation of our preliminary findings is included in the staff
memorandum I am submitting for the record.

THE KEY PROBLEM —MEETING FUTURE DEMANDS FOR BETTER QUALIFIED
MILITARY RECRUITS

As this subcommittee knows, the military services—especially
the Army—have had considerable difficulties since the inception of
the All Volunteer Force in recruiting adequate numbers of quali-
fied enlisted personnel and in retaining career personnel in critical
skills, such as the combat arms. According to our forecast, reten-
tion prublems in specific skills are likely to remain, but the aggre-
;ate enlisted career population should be adequate to meet current
y stated service objectives, at least at today's force levels.

In our judgment, enlisted recruiting—especially in the Army—
will probably be the more pressing preblem over the next few
years. Improvements in the economy, coupled with a decline in the
youth pupulation of prime enlistment age, will account for some of
this difficulty, but recruiting adequate numbers of personnel under
increasingly tighter enlistment entry standards poses the greatest
challenge.

PAY RAISE SHOULD HELP RECRUITING

The October pay raise proposed by this subcommittee sho'ld
help recruiting. If a_14.3-percent across-the-board military pay raise
is granted for fiscal year 1982, the Army could probably meet its
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numerical goals for enlisted recruits in 1982 while also achieving
the various quality standards imposed by the Congress. In fiscal
years 1983 to 1986, however, the Army may not achieve both its
numerical objectives and the quality standards, even if future mili-
tary pay raises keep pace with those in the private sector. By 1986,
the Army could fall 5 to 6 percentage points short of the 65-percent
target for male high school graduates. Moreover, these projections
assume no increase in force levels beyond those proposed for the
end of fiscal year 1982; the results could be much worse if Army
force levels were increased substantially. All these recruiting re-
sults are based on trends through fiscal year 1980, the last full
year available for analysis.

! Enlistment results for fiscal year 1981 to date, however, show a
significant improvement in quality over 1980 results. If sustained
over the next several years, this improvement could increase the
chances of meeting the recruit quality standards established by the
Congress. In its final report on educational benefits, CBO plans to
analyze the full effects of the 1981 results on future recruiting.

ADDITIONAL POLICIES AND PROGRAMS WILL BE NEEDED TO HELP
RECRUITING

These results suggest that, if the Army is to meet its future nu-
merical objectives and sustain today’s quality standards, addit.onal
policies and programs may be needed. This would be particularly
true if improved trends in 1981 are not sustained, or if end
strengths increase. For example, policies that reduce the demand
for hard-to-attract qualified male recruits, such as recruiting more
females and more personnel with prior military service, could
bring the Army closer to its recruiting targets. Likewise, across-
the-board military pay raises or bonuses and special pay incentives
targeted on recruits could improve recruiting results. An improved
educational benefits package could also be an important recruiting
incentive.

THE EFFECTIVENESS OF VEAP IN DOUBT

On December 31, 1976, the Congress terminated the Vietnam-era
GI bill for new rerruits and replaced it with a contributory plan,
the Veterans' Educational Assistance Program (VEAP).

There appears to be widespread disappointment in VEAP within
the defense community for several reasons. A primary criticism is
that the program has induced fewer enlistments than expected.
One study, for example, found that the program has led to no more
than a 5-percent increase in enlistments of male high school gradu-
ates with above-average test scores. A second and related reason is
the lower than expected enrollment rate in VEAP. Only 20 to 25
Yercenf of new recruits have elected to participate in the program.
n contrast, almost two-thirds of veterans eligible for the Vietnam-
era GI bill have used some of their benefits. Still anothe. reason
for concern has been the considerably higher than expected drop-
out rate, amounting to more than 40 percent of all participants
since the grogram’s inception.

These difficulties can be partially attributed to the required
monthly contribution--equivalent to between 5 and 20 percent of a
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new recruit’s after-tax basic pay. Perhaps even more important,
the amount of financial aid offered under the basic benefit may
simply be an inadequate recruiting incentive, although this defi-
ciency can be partially alleviated by the Defense Department’s au-
thority to make supplemental, or “kicker,”’ contributions to encour-
age enlistments into critical skills. As you know, last year’s defense
authorization bill mandated a test of alternative approaches rang-
ing from an enhanced VEAP plan to new, more generous pro-
grams. Results are now being evaluated by the Defense Depart-
ment, and I understand that, during his testimony today, Dr. Korb
will share with us some of the preliminary findings from these
tests.

RECRUITING EFFECTS OF IMPROVED EDUCATIONAL BENEFITS—THE
EFFECTS OF A VIETNAM-ERA-TYPE GI BILL PROGRAM

Despite the problems with VEAP, a package of more generous
educational benefits might improve enlisted recruiting. CBO has
analyzed an illustrative, noncontributory program that would offer
a $375 monthly stipend, roughly equivalent to benefits available to
Vietnam-era veterans under the GI bill. We estimate that such a
program would increase the supply of male high school graduate
recruits by 10 to 15 percent. If such an improved program were
coupled with a special 14.3-percent pay raise and continued compa-
rability increases thereafter, this should allow the Army to meet or
exceed the 65-percent target for bigh school graduates over the
forecast period of fiscal years 1982 through 1986.

SIMILAR IMPROVEMENTS POSSIBLE WITH H.R. 1400

H.R. 1400, which is now before this subcommittee, could result in
similar improvements. Among other provisions, the bill would offer
a nuncontributory 36-month educational entitlement paying a $300
monthly benefit in exchange for completion of an initial 3-year en
listmen. term. At the Defense Department’s discretion, a supple-
mental monthly stipend could be offered for enlistments into criti-
cal skills. Over the first-term enlistment, the average basic benefit
plus the supplemental stipend might well approach $375 a month.
This benefit level could increase high-quality enlistments by 10 to
15 percent, similar to the results under the CBO hypothetical plan
I just discussed.

EFFECTS OF EDUCATIONAL BENEFITS ON CAREER RETENTION

CBO'’s findings on the adverse retention effects of an educational
benefit are very tentative at this point, but suggest they may not
be too large. Our analysis shows that a program offering a 36-
month entitlernent and paying a $375 monthly benefit —an amount
comparable to that under the Vietnam-era GI bill and possibly to
H.R. 1400—would increase the Army’s annual recruiting require-
ments by only about 3 percent over fiscal years 1982 through 1986.
We have not evaluated the effe.ts on the other services at this
point, but we believe the resulting increase in recruiting would be
proportional.
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The Department of Defense has also been exploring the effect of
an earned educational benefit on retention, and its tentative find-
ings suggest a somewhat larger effect than our estimates. But,
again, I should stress this issue deserves further research before
ani' firm conclusions can be drawn.

ike most of the educational benefit bills introduced during this
Congress, H.R. 1400 contains a provision permitting transfer of a
service member’s earned entitlement to a spouse and/or depend-
ents. Our analysis of H.R. 1400 does not yet fully reflect the effects
of this “transferability” provision, which was designed to improve
career retention and lessen the incentive for service personnel to
leave the military and make use of their earned benefits. We
-expect to analyze this provision for our final report.

ESTIMATES COULD BE OPTIMISTIC

Aside from the retention problem, our estimates of improve-
ments in recruit quality due to educational benefits could be opti-
mistic. Larger force sizes, for example, would increase overall re-
cruiting requirements and jeopardize the quality objectives. Also,
potential recruits may not place as high a value on military educa-
tional benefits because of the availability of other Federal student
aid programs.

COSTS OF MILITARY EDUCATIONAL BENEFITS

The cost of a new educational assistance program has been a
gource of considerable concern both to the Congress and to the ad-
ministration. Qur estimates underscore this concern, especially
with respect to long-run costs. In the near term, however, many of
the proposals before the Congress, including H.R. 1400, would incur
nl? ?gts,rgiven the 2. or 3-year active-duty term required to earn
the benefit.

CBO'S COST ESTIMATE OF H.R. 1400

Our cost estimate of H.R. 1400, supplied to the House Veterans'
Affairs Committee last May, shows current dollar outlays of $245
million beginning in fi year 1984 and reaching $1.4 billion
during 1994. The cost in constant fiscal year 1982 dollars would be
$205 million in 1984, rising to $605 million by 1994. Constant dollar
costs would reach stable levels in the mid to late 1990’s.

Our cost estimate of $1.4 billion by 1994 assumes a fixed monthly
benefit that is not indexed to inflation and a robust economy and a
declining unemployment rate. A growing economy and rising prices
would erode the purchasing pewer of a fixed benefit, thus tending
to discourage training in favor of employment. Under these condi-
tions, veteran participation rates would likely decline over .the
entire forecast period.

ALTERNATIVE ECONOMIC ASSUMPTIONS CAN RAISE FUTURE COSTS OF
H.R. 1400

We also provided the Veterans’ Affairs Committee with an alter-
native set of estimates showing that costs could be much higher
under different economic assumptions. If, for example, one assumes
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no change from today's level of unemploym¢nt or real wages and a
benefit fully indexed to inflation, the number of veterans who
would choose to use their benefits could nearly triple from CBO’s
estimate. Under these assumptions, costs in constant fiscal year
1982 dollars would rise to $3.3 billion by 1994. Most of this growth
in costs can be attributed to the assumption that benefit levels are
indexed to inflation. Given the willingness of the Congress to raise
benefit levels under the Vietnam-era GI bill in response to infla-
tion, this assumption may prove realistic.

COMPONENT COSTS AND AGENCY COST-SHARING UNDER H.R. 1400

Under the provisions of H.R. 1400, costs would be shared by the
Defense Department and Veterans’ Administration. The bill stipu-
lates that the Veterans’ Administration would pay the basic $300
monthly stipend and that the Defense Department would absorb
all remaining costs, including any supplemental benefits and the
costs of the entitlement transfer provision. Benefits paid directly to
veterans would account for only about one-half the cost of H.R.
1400. The transferability provision would consume another 40 per-
cent, and the provision permitting in-service use of benefits by
career personnel would account for the remaining 10 percent.
Thus, because of this cost-sharing arrangement and the actual allo-
cation of costs by provision, the Defense Department would pay
about two-thirds of the total program cost and the Veterans’ Ad-
ministration the remaining one-third.

COSTS UNDER A PROGRAM SIMILAR TO THE VIETNAM-ERA GI BILL

The CBO iliustrative program, which is similar to the Vietnam-
era GI bill, would cost less than the $3.3 billion estimate for H.R.
1400 because it would not permit transfer of the earned entitle-
ment. If such a program were fully indexed to inflation, CBO esti-
mates the cost in 1994 would be about $1 billion in constant fiscal
year 1982 dollars. This estimate is tentative, and CBO will provide
detailed cost estimates of various options in its final report to the
full committee.

KEY ISSUES TO CONSIDER

My remarks today have concentrated on the costs and recruiting
effects of H.R. 1400 and a new GI bill with Vietnam-era benefi*
levels. I have not tried to identify specific alternatives, which
would go beyond our work to date. Nonetheless, I would l.ke to con-
clude my statement with some key issues that may suggest alterna-
tive approaches.

TARGETING OF BENEFITS

As a general rule, manpower costs can be held down by focusing
improvements 1n pay and benefits on those skills with the greatest
recruiting and retention problems. Most of the legislative proposals
on educational benefits, including H.R. 1400, do not fully adopt this
approach. Instead, they extend eligibility to all military personnel
after a specified period of service, regardless of recruiting and re-
tention conditions.
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Under H.R. 1400, for example, all officer and -enlisted personnel
who complete 3 years of active-duty service, after the date of the
bill’s enactment, would be eligible for a basic benefit worth $10,800,
even though officer recruiting problems are very limited. K.R. 1400
does, however, move in the direction of targeting by proposing sup-
plemental benefits to recruit and retain personnel in critical skills.

TRANSFERABILITY OF BENEFITS

Most of the educational benefit bills, including H.R. 1400, would
further increase the eligible population of users, and thus raise
costs, by allowing career personnel to transfer their earned benefits
to their spouses and/or dependents. Proponents contend that such
provisions will encourage career retention, but analysis to date
leaves the effects of this provision unclear. Given the high costs,
the Congress may wish to await further research before consider-
ing enactment of such a provision.

COUPLING EDUCATIONAL BENEFITS WITH OTHER INCENTIVES

Given their potentially high cost and selective appeal, education-
al benefits should probably be coupled with other incentives to
insure that the services can reach the broadest possible market of
enlistable youths. College-bound youths, who are most likely to find
a military educational benefit appealing, may also be less inclined
to enlist in the combat arms skills, which have had the most prob-
lems attracting recruits. Under these conditions, providing cash bo-
nuses for enlistments into critical skills may prove to be an effec-
tive recruiting incentive for qualified high school graduates who do
not plan to attend college.

ADOPTING AN ACCRUAL ACCOUNTING APPROACH

Because of the required term of active-duty service before the en-
titlement is earned, an improved educational benefits program will
not increase Federal outlays in the first few years after enactment.
Yet the long-run costs could be quite substantial. The Congress
may, therefore, wish to adopt an accrual accounting approach, so
that future liabilities will be more clearly reflected in the current
budget. This could greatly improve management of the educational
benefits program and would be consistent with administration pro-
posals for an accrual accounting system for military retirement.

Mr. Chairman, our analysis suggests that improved military edu-
cational benefits will enhance military recruiting. At the same
time, the costs of these proposals could eventually amount to sever-
al billion dollars a year, and there are important reasons for believ-
ing that the actual recruiting effects would be modest. These con-
cerns argue for careful scrutiny of H.R. 1400, perhaps with focus on
the key issues that I have outlined today.

This concludes my statement, Mr. Chairman. Mr. Hale and I
would be pleased to answer any questions you may have.

Mr. Nichots. First let me ask you, do you view H.R. 1400 as an
entli;,lement‘ generally speaking or do you view it as a recruitirg
too .* &
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Mr. Huck, I think it is a combination of both. Like an entitle-
ment, it would provide a benefit for all military personnel, but it
also has certain provisions that are designed specitically as recruit-
ing incentives. I think the basic benefits coupled with the transior-
ability provision would raise program costs.. If a program were
structured strictly as a recruiting incentive, I think it would be fo-
cused more narrowly on recruiting needs than H.R. 1400.

Mr. Nicors. On page 3 you talk about recruiting hard-to-get
males and that would deg:;ndent on recruiting more females. I
possibly should ask this to Secre Korb but did I read recently
th‘alt vy?e are putting a halt or slow down on Army recruiting of fe-
males?

Mr. Hark. I think there has been some discussion of limiting the
numbers—not a total halt, but holding them at current levels or
lower. Our result assumes continuation of current levels. Of conrse,
if fewer females were recruited, the demand for males would rise
prg/fortionately so0 these results may be overly optimistic.

r. Nicrots. In your analysis if H.R. 1400 were adopted by Con-
gress would you suggest a VEEAP program be dropped?

M=, Huck. I would not see the need for operatminoth programs
simultaneously. So yes, I would say dropping VEAP would make
ﬁxage if it were replaced with a more generous program, like H.R.

Mr. Nicrors. You mentioned that your analysis would lead you
to believe that a $375 a month monthly stipend, education package,
might be expected to increase supply of high school ma e~—high
school graduates by 10 to 15 percent. H.R. 1400 goes further than
the $375 if I am correct. It provides $300 from the Veterans' Ad-
ministration for the first 3-year enlistment and for the man’s
second 3 years we are talking about an additional $300 paid for b
the Department. of Defense. So we are looking at a §600 a mont
package. Do you-have any figures that you propose to furnish the
committee as to-what-$600-a month would-do-vis-a-vis $375?

Mr. Huck. We plan to evaluate higher benefit levels in our
report to this committee. Our preliminary assessment of H.R. 1400
was based on an average benefit level of $375 a month. That is, we
were looking at a combination of the $300 basic benefit plus supple-
mental benefits provided in H.R. 1400. We assumed, on average, a
$375 monthly benefit. But certainly some individuals could be re-
ceiving considerably more than that. For those people, the benefit
could have a substantial enlistment effect.

Mr. NicHors. What I am interested in is the payback. We are
talking about a bill that will cost something above $1 billion per-
haps in outyears. I think the committee’s interest would be in
seeing what tyge of pickup we are going to be getting in recruiting
and retention. I would suggest to you in your final report that you
come back to this committee hopefully by October—am I correct?

Mr. Huck. I would say late fall. I cannot promise a published
report by October, but we will do the best we can.

r. HaLe. We will get the results to you in a timely fashion.

Mr. NicHovs. This subcommittee is extremely interested in this
bill. I think this is evident by the fact I expect 80 percent of the
committee are sponsors or cosponsors of H.R. 1400 or similar legis-
lation. We are keeping in mind the fact that this Congress is draw-
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ing to a close here I want to urge you to come back to this commit-
tgel:lvith this report as soon as you can. One other thing and I will
yield.

Mr. HaLE. Before we leave the subject, I would like to clarify a
few points about our preliminary assessment of H.R. 1400. Our re-
sults indicate that, based on a weighted average of expected pay-
ments to recruits, the bill would provide a $375 monthly benefit,
similar to benefit levels under the Vietnam-era GI bill. Therefore,
it would produce a 10- to 15-percent improvement in high-quality
enlistments. We may want to look again at results under a more
generous $600 benefit. What we have presented today is only a pre-
liminary estimate.

Mr. NicHoLs. I would hope before we take a vote on it in this
committee that you will be able to give us projected figures on
what $600 will do.

One question and I will yield here. I think we all recognize that
in our recruiting the Army and the Marine Corps do worst. The al-
legations have been made that in an educational bill of this sort
that it is not necessarily going to alter the problems that the Army
and the Marine Corps continue to have, that the educated high
school youngsters that we need and are trying to attract are going
to opt for Air Force, and Navy, and the Army, and the Marine
Corps will still be on the bottom rung of the ladder as far as their
choig}e. Are you doing any work on that issue? Do you have any fig-
ures?

Mr. Huck. 1 think that argues for a balanced mix of incentives
available to all the services as a recruiting tool. It also suggests
that the programs ought to be targeted in such a way as to provide
the services most in need with a differential benefit, giving them a
competitive advantage over the other services. The benefit options
we are examining for our final report are structured in such a
manner—that is, they provide differential incentives among the
services, rather than a making a standard benefit available to all
military personnel.

Mr. NicHoLs. Mr. Mitchell.

Mr. MrrcHELL. Thank you, Mr. Chairman.

I would like to talk about transferability. One of the real criti-
cisms of the program is it will cost a lot of money. I understand the
transferability aspect is almost 50 percent of the cost, 40 percent |
think. You mention on page 11 that: “An analysis leaves the effects
of this provision unclear.” I think it is important that you come up
with some information on that. I would like to know how impor-
tant transferability is in attracting and retaining because if it is
not a terribly important factor it will save almost 50 percent of the
cost of the program. When do you expect to have that information?

Mr. Huck. Our final report will examine the transferability pro-
vision. It will not specifically address recruiting effects, since the
provision is designecﬁ)rimarily to keep retention levels up.

Mr. MircHeLL. Do you break down the effect it has on recruiting
and retention separately?

Mr. Huck. With regard to educational benefits we address the re-
cruiting incentive aspects and the retention effects separately. But
with regard to transferability, we will address only the retention
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effects, since the provision has been structured primarily as a
career incentive.

Mr. MrtcHELL. On page 13 you talk about—you say: “Improved
military educational benefits will enhance military recruiting.”

Have you made any cost analysis of what we are spending now to
recruit and to retain as opposed to what something like H.R. 1400
would cost? We are spending a lot of money now to attract people
to the service and we are spending money in bonuses to keep them
there. Can you offset a lot of this if you put a GI bill in place?

Mr. Huck. If you are asking whether there would be offsetting
savings, I believe there would. That is, we could substitute one in-
centive for another, or develop a different mix of incentives. But I
think every incentive has a specific purpose in mind. If the purpose
of an educational benefit is to recruit youths with college aspira-
tions, then it may be a more effective incentive than an enlistment
bonus. An enlistment bonus on the other hand, may be more effec-
tive for recruiting people into hard-to-attract skills like the combat
arms or for recruiting youths without college aspirations. In sum, I
think a balanced mix of incentives is required, but there is a poten-
tial for tradeoffs. There could be both savings in recruiting costs
and increases in retention levels under a new educational berefits
program.

Mr. MrrchELL. It would be nice if you could quantify the savings
and the cost as opposed to just the retention and recruitment sums
we spend now.

Mr. Huck. We have been looking into that issue. I can tell you
that there would be savings in recruiting and training costs pri-
marily because high school graduates typically have lower attrition
rates. Due to lower attrition, training costs would decline. On the
other side of the coin are potentially higher costs in pay, because
the increased retention and constant promotion rates would result
in higher average basic pay for individuals. Thus, there is an offset-
ting cost associated with increasing retention that we should be
aware of. .

Mr. MitcHeLL. If it is possible you are going to provide all that in
your own analysis?

Mr. Hare. 1 would like to be humble about how well we can
quantify the differential effects of enlistment bonuses and educa-
tional benefits. Educational benefits are difficult to analyze. Be-
cause they are deferred, we have to make a variety of assumptions
about how people will react to them. We will certainly try to ?ro-
vide some results, but I would like to be humble about how defini-
tive they can be.

Mr. MitcneLL. We are talking ebout next year you may have an
$80 billion deficit. You are talking about cutting deeply into the de-
fense budget. This will compete with other costs.

There is a concern in some circles that a GI bill actually would
provide incentive to get out of the service because the person would
complete his training, be eligible for service and just leave and get
his college training and go into the civilian sector.

Are we looking at that pretty hard?

Mr. Huck. Yes, we are. I think the concerns by some have been
overstated. I think there will be some negative effects—that is,
some people who otherwise might have remained in the service
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will separate to use their earned benefit. But I think we can com-
pensate for that by increasing the reenlistment bonus to encourage
more people to stay.

Mr. MircherL. They complete college and can reenlist at a
higher level or another field?

Mr. Huck. That is a possibility. But we could also offer an in-
creased reenlistment bonus in order to discourage those personnel
from separating to use their educational benefit.

Mr. MrrcheLe. If you did not have transferability maybe he
would lose it?

Mr. Huck. That is one of the reasons why people have argued for
a transferability provision. But there are other ways to do it.

Mr. HaLe. The earned benefit is clearly an incentive to get out.
The question is whether to offset those potential losses through an
across-the-borad approach like transferability, which could be used
by all military personnel, or throug}; a more targeted means, such
as reenlistment bonuses, that may better reflect the retention prob-
lems we are now facing.

Mr. NicHots. This subcommittee will stand in recess for 5 or 10
minutes while we vote.

[Brief recess for vote.)

Mr. Nichots. The subcommittee will come to order. Mr. Mont-
gomery, do you have questions?

Mr. MoNTGOMERY. Mr. Chairman, I will take this opportunity to
thank you for your patience and also the witnesses for their pa-
tience since you had to change the date several times to move
ahead with this hearing on H.R. 1400.

You and I talked earlier that the Senate is moving ahead and I

am glad we have the opportunity to make a record as we did in the
House Veterans’ Affairs Committee on H.R. 1400 and we just have
to see how it works out. I am vitally interested in the biil. As one
of the key coauthors I thank the gentlemen from CBO, the wit-
nesses this morning. As I understand your testimongv before the
Veterans' Affairs Committee, the increased pay—and Mr. Chair-
man, I believe that bill will be taken up on the compensation in-
crease—Armed Forces pay will be taken up next week, Wednesday,
Thursday, or Friday. It is on the schedule.
You stated that the anticipated compensation would help make
manpower quotas at the present ti'ne. Is that correct? If we pass
this compensation bill, increasing it, but then after that, even
thoth we give the increased pay, there is a possibility that beyond
fiscal 1982 that the compensation can’t do it alone. You will have
to have other incentives. -

Mr. HaLk. That is an accurate summary of the testimony. As you
said, if that bill is passed, it looks as though the Army wouldy be
able to meet its numerical and quality recruiting goals in 1982. Re-
sults in 1983 and boeg'ond become uncertain, though. The projec-
tions we pres.nted today are based on fiscal 1980 recruiting results;
1981 has been much more favorable in terms of recruiting than we
has anticipated. In light of that fact, I think we need to update our
estimates for the years beyond 1982. They could well look more fa-
vorable when we anal}/ze what has happened in this fiscal year.

Mr. MoONTGOMERY. [ know the Chietp‘i)f Staff of the Army who
will testify before the committee who is the No. 1 soldier in the
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Army is very strong for the piece of legislation. In fact, I think he
would be willing to eliminate other areas of cost just to get the edu-
cational bill. It is one of the strongest pieces of testimony I have
heard. In fact, Mr. Chairman, I think when you get into the actual
military personnel testifying—I believe in veteraus affairs testimo-
ny for the military they threw off the wraps. They did not check
with anyone upstairs and they came in and toid it like it was as far
as military officers and personnel; that the bill was needed, and I
think we will develop excellent testimony from the people out in
the field.

What I am saying is I think this H.R. 1400, the compensation
will help, but I think, to get more high school graduates and to
have a retention factor, you will have to seriously consider H.R.
1400 for the survival of the military. I think as the last effort for
the volunteer force that some type of educational is necessary to
make the system work. I am not sure it will work then but if you
don’t pass this I don’t think anything will help the problem of re-
cruiting and retention.

As far as this bill is concerned, did the witnesses look into the
situation of Reserve Forces? I will offer an amendment at the
%roper time when we mark up this bill pertaining to the National

uard and Reserve. It was not included in the bill, Mr. Chairman,
because it comes under the jurisdiction of this committee. We think
it will have a strong effect and it will cover the National Guard
and Reserve. Have you had an opportunity to review this?

Mr. Huck. No, we have not. Our final report will address the
issue, but we have not yet analyzed the effects of such a provision.
I am aware of the amendment you are proposing.

Mr. MoNTGOMERY. I think the military, the Defense Department
have already 45 percent of the combat missions in Europe assigned
to the Reserve Forces and I think they will continue to move in
that area and eventually 55 or 60 percent of all the combat targets
will be assigned to the Reserve and National Guard so they are in-
cluded in this, Mr. Chairman. I just make that point for the record.
Basically we tried to design the bill as across the board.

First we thought about technical skills, putting them in such as
radio operator would be eligible for the second 5300 and the wire-
man who lays the wire would not be eligible but we found out get-
ting into that and talking to enlisted personnel, they felt across the
board was much fairer and not to pick out one MOS number
against another. But in the bill, Mr. Chairman, it does give the dis-
cretion to the different Secretaries of the services to add additional
bonuses if they so desire for a technical or military skill.

_ But basically the bill is.designed to be across the board. My time
is up.

Mr. NicuoLs. Thank you.

May I ask the chief sponsor of the bill in reading the testimony
from the Veterans' Affairs Committee—which the gentleman from
Mississippi chairs—it seems the thrust of the testimony there was
aimed at recruiting and retention. Yet you and I recall that in past
year bills—particularly World War II—the education bill which I
utilized to go to school under—$90 a month to begin with—the
thrust of that was an entitlement. Here were American soldiers
that had returned from the Pacific and from Germany and it was
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something that a grateful nation felt like they should do for Ameri-
cans, returning veterans. Would you comment on the thrust of this
particular bill?

Mr. MoNTGOMERY. I think you are basically right that there is a
little shift frois a grateful nation but I think we have not empha-
sized enough that we are still educating people and there is no
question about it, Mr. Chairman, that 60 percent of the Vietnam-
era veterans used the educational bill. This would probably go
much higher because of the transferability and because of the seek-
ing of more education now. I don’t have a good answer for your
question. The bill frankly is geared to educate more Americans
which we certainly need in my State and it is geared for retention
and it is geared to attract high school graduates into the service.
Also it covers officers—an officer sometimes has special privi-
leges—but we felt for fairiess you would have to include officers in
the legislation. Y

Frankly if we could retain say 100 aviators a year and not let
them go to the airlines—it costs us almost $1 billion to train these
aviators—if we could retain some of them, that they knew their
child was going to get educated, it would in effect help pay for the

billion and we think the transferability clause would help. There is ..

no question about it, it would keep some flyers in the service.

Mr. Nicuots. Mr. Won Pat, you are next but if I might ask one
other question.

You say it covers officers. Let's take the case of a brand new
second lieutenant who was commissioned at Auburn University, a
fine university in my State. Are you telling me that he has an obli-
gation to serve, he is an officer, he is called, are you telling me he
would share in the same type of GI bill as the Pfc. who goes to the
recruiting station and signs up?

Mr. MonTGOMERY. That is correct. And that does not give me
any problem. We are baving a tough time on retention of officers,
especially academy graduates, skilled officers. We train them in
submarines. They leave us after 6 or 7 years. That is their obliga-
tion.

If this simple procedure would help retain these officers I think
it would be worthwhile. This is one of the big problems, keeping
officers in the service. We train all the airline pilots. Sometime
when you get in bad weather you are glad to have this good mili-
tary training but we are training all the nuclear-type people now
for the different engineering companies and we have been out in
the field and the testimony will show that this transferability
clause really catches them out there and if you might hold a piiol
or a skilled officer in the service it would certainly be worthwhile.

Mr. Nicxots. Mr. Won Pat.

Mr. Won PArt. Thank you, Mr. Chairman. I apologize for coming
late again and naturally I am not aware of what has occurred in
the discussion but I do want to ask one question.

We have an education program and is this program subject to
elimination as a result of the new administration policy of cutting
down, cutting budget, cutting the Federal expenditures? Now these
bills, educational assistance, if one should be enacted, would that
replace these Federal education programs?
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Mr. Huck. Yes, I believe it would. I think the intention was to
replace the veterans’ educational assistance pro%m with a new
educational benefit program. It is a substitute for VEAP.

Mr. MoNTGOMERY. 1 want to make this to get a point in the
record. I think it would replace the VEAP program and in this
House and also in the Senate, we implemented two additional test
educational programs. They would be eliminated in my opin-
ion but the recruiters who testified before the House Veterans’ Af-
fairs Committee said these test educational programs are too com-
plicated. They are not-using them.

So if you are waiting on a test program you have a long time to
wait. We found around here if you want to kill something you go
out and test it and nothing ever happens.

Mr. Won PAT. Thank you, Mr. Montgomery. Now, do you think
that these benefits are adequate incentives for recruitment pur-
poses as well as retention purposes in the military?

Mr. Huck. That, I think, would depend on what your objectives
were. We have said that the 14.3-l)ercer.t pay increase that 1s being
considered by this committee will likely allow the Army—and the
other gervices as well—to mzet their fiscal year 1982 enlistment
targets. But some questions and uncertainties exist with regard to
1983 and beyond as eligibility standards are tightened further. So
that does argue for the possibility of some increased incentives.
How much specifically would be needed will depend on how short
we might come ur in terms of enlistment quality to meet those
standards in fiscal year 1983 and beyond. I think then we might
want to a@}'\;‘st the ‘benefit levels depending on what our specific
needs are. That does argue for a more targeted program, one with
the flexibility to adjust benefit levels up or down depending on
Bveha}t; our recruiting needs are ana which specific skills appear to

short.

Mr. Won Par. I have not had time to read the analysis but from
our experience in terms of recruitment we found out that most en-
listees come from the minorities rather than the majority.

How do you account for that?

Mr. HaLE. You mean Army enlistees, say, who are black?

Mr. Won Par. Yes; in my own territory there is no problem
about recruitment.

Mr. Haig. I think the percentage of Army recruits who are black
is about 30 percent. Whif: that is not a mag',ority, it does appear to
be higher than the population average. This presumably reflects
the fact that they receive equal pay in the military, whereas their
ogportunities in the civilian sector might be somewhat more limit-
ed than those of other groups. That could be one factor contribut-
ingd?o that result.

r. WoN Par. Is that the only factor?

Mr. Hate. I would not want to say that. There may be a variety
of sociological factors that are difficult to quantify. Presumably,
the different economic opportunities they face is an important one.

Mr. WoN Par. I know also that our problem in specialized areas
ﬁarticularly for officers, as has been pointed out earlier, that we

ave difficultf in retention as well as recruitment. Why is that g0?

Mr. HaLe. I think Mr. Montgomery listed some of the key areas
in which we have had retention problems. They tend to be the
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areas—aviators, nuclear submariners, for example—in which there
are substantial opportunities for these individuals in the private
sector. So they are presumably getting out to take advantage of
those more lucrative opportunities. Let me mention in that context
that there are limits to what transferability can achieve. Presum-
ably, the educational benefits for officers will be an incentive to get
out. Transferability or some other offsetting features, will be an in-
centive for some to stay in, but it is not clear that the trarsferabil-
ity provision alone would solve any of those retention problems. It
may simply avoid exacerbating them.

Mr. WoN Par. Thank you, Mr. Chairman.

Mr. NicHors. Mr. White.

Mr. WHiTE. Thank you, Mr. Chairman.

In looking for solutions to encourage niore people to come in for
enlistment, I think education is probably the most fruitful avenue.
Now, especially now because of the bu get cuts student loans are
not being as widely available. In fact they may disappear in time.
So consequently I would like to ask you about the possibility of a
system.

I think the best system is the most simple system, one that is
manageable and understandable. Now, I am going to give you gev-
eral alternatives and I would like to get your comment. Suppose
you had a system that provided for a year education—that is an
educational year, a credit year per enlistment year and offer a 8-
year enlistment and an alternative of 4-year enlistment so a man
or woman enlisting for 4 years could look forward to a 4 credit year
education. Then allow a second enlistment for graduate work, say
2-year graduate. That would get a masters. If you went into a 3d
year enlistment they could get a doctorate. A{low for officers as
well. However that would be in lieu of bonuses. You would elimi-
nate the bonuses because you should not have duplication. If a man
or woman had training at the academy, ROTC and got the commis-
sion through ROTC then they had gotten their education through a
program and therefore the ﬁave an obligation to fulfill.

After they fulfill their obligation then they would be eligible for
credits for that period of time they may free up although I under-
stand officers do not necessarily reenlist as such but they would get
a 4-year credit so they could get a higher education.

Also to induce people to go in you are going to have to refurbish
your educational system in the service to have a university of the
services program that would have a much more formalized exten-
sion service in the field with video tapes, by professors, wherever
the bases may be and enlist and garner all educational institutions
at that time that you can with cross accreditation. Wherever a
man is stationed, provide transportation for them at night, let
them go to school at night or whatever they can do and use some of
that time off while they are in the service so they don't lose time
because no one likes to sit in the barracks. If they see their wa
toward getting an education while they are in the service they will
take that advantage.

How would that work?

Mr. Huck. I think there is something to be said for keeping a
program simple and diract. It is to the advantage of the recruiters
as well as the recruits to keep it simple. But we must also be mind-
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ful of the costs we are incurring by maintaining a_rather simple,
direct program that provides equal benefits—say each year of col-
leﬁ education for each year of service. .

r. WHITE. But you are now talking about 4 years for 3 years
enlistment, aren’t you, and I am saying 3 years for 3 years.

Mr. Hucx. We have not evaluated options such as that. It would
be difficult to predict what the actual costs and effents would be. I
would think a more generous program would likely have higher
coats and more positive effects.

Mr. WHrTE. In lieu of bonuses?

Mr. Huck. In lieu of bonuges. Again the bonus serves a specific
purpose for some skills—for those people who don’t have college as-
pirations but are qualified for military service, for example.

Mr. Warre. ] said in lieu of so they would have the option.

Mr. Huck. That is certainly possible. Having such an option
dvailable seems to be a positive benefit.

Mr. WaiTe. | am inclined to believe you are going to find a lot of
people that will havé a tough time going to college and will see this
avenue open to them especially if they see that they can continue
and get a graduate degree, officers or enlisted, with successive en-
listments.

Mr. HaLE. I can offer a thought. )

You have proposed an essive and far-reaching program with
many attractive features. But, I would also appeal for caution on
your part, given the budgetary problems that you are likely to face
in t%ing to stack that up against the fairly favorable recruiting
trends overall that are occurring in this fiscal year. That may sug-
gest that, absent a reversal of those trends, recruiting problems
will be less severe in the next couple of years.

Mr. Waite. This Congress will eventually reenact a GI bill I
think and you will be putting the cost in the other end. What I am
recummending is to put it on the front end where it will do the
most good in terms of getting a man equipped so he is not losing
years, keep him in for successive enlistments and not losing any
time by having this aggressive program, mustering all the educa-
tional :nstitutions in this. It is going to improve the economy of
this country because the man when he gets out will be better
equipped mentally and skillwise.

Mr. HaLk. I would like to think more about it.

_ Mr. Waite. I think it should be costed out to determine whether
it would be practical.

Thank you, Mr. Chairman.

Mr. Nicuovs. Mr. Hillis.

Mr. Hiwss. Thank you, Mr. Chairman.

I have a few questions. I am sorril missed your testimony but I
reviewed your statement. One of the questions that comes to my
mind of course is the total cost of this program because we see in
the defense area generally a shifting in percentage of cost of per-
sonnel versus R. & D. and procurement of equipment until we are
reaching—I have seen 50 percent or more personnel cost. As we
keep doing these thixga we are going to have fewer and fewer dol-
lars to put into R. & D. and procurement while in the worst scenar-
io the ratios are much the other way because of very low personnel
cost, a draft, minimal pay, that sort of thing, not that we can do
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that. But I am wondering, do you think it would do any good to
look at the present program but to make the contribution by the
individual before taxes. In other words, to give a tax-free contribu-
tion then rather than after taxes. Would this have more incentive
to participate?

Mr. Huck. I think it would have some effect because it would
raise the value of the benefit to the individual. If pretax contribu-
tion would be of more value, and I think we would see an increas-
ing percentage of J)articipants in the program. What the size of
that increase would be is difficult to estimate now. I could not say,
but I think it would have some effect.

Mr. HaLe. The tax brackets for junior enlisted personnel are
typically low, so I am not sure the tax benefits would be large. But
you raise an interesting thought in suggesting that we make the
existing VEAP program either less contributory or noncontribu-
tory, whether by providir g a tax benefit or by reducing or eliminat-
ing the contribution at least for certain skills. I think that is a
notion you might want to consider.

Mr. HiLuis. That is the other line of questioning I want to
pursue, the flexibility.

It locks like we are taking a lot of money and throwing it at the
problem where when you get into recruiting maybe you don’t have
a shortage of riflemen but you have a shortage of a particular skill.
That is what the bonus arrangement has n targeted at. The
more critical the skill the larger the bonus.

Could this program be targeted in a similar manner?

Mr. Huck. We think it can. The so-called “ultra-VEAP” program
that the Army is using now is structured in such a manner. D
provides kickers and supplemental benefits targeted on critical
skills. Thus, individuals who enlist in a particular skill that the
Army considers critical receive larger benefits. Structuring the pro-
gram in such a way makes sense if it is intended primarily as a
recruiting incentive,

Mr. Hius. What about only using the program for services that
are having recruiting problems? Assume that the Army is where
the recruiting problems lie but the Air Force is meeting quotas. Do
you think it would be feasible to apply the program only say to the
Army or the Army and the Navy or something like that?

Mr. Huck. I have doubts about the feasibility of such an ap-
proach, more on political and equity grounds than because of its re-
cruiting incentive effects. I think from an analytical standpoint it
makes sense to concentrate benefits in the areas with the most
critical shortfalls. From an eyuity standpoint, I think you might
have some difficulty denying eligibility to the Air Force, since it
has some skill needs as well.

r. HALE. Given the concerns Mr. Huck has raised, gou might
want to determine eligibility by skill area rather than by service.
While the recruiting incentive effects could be similar, such an ap-
proach might be preferable on equity grounds.

Mr. MontGoMERY. Would the gentleman yield. I am told—and
testimony bears this out—one of the worst programs to be adminis-
tered by the Veterans' Administration of all educational programs
we have had which the Veterans’ Administration administers—and
which we want them to continue to administer—that the VEAP
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grofram has been very bad, small participation, the number of de-
aults—can't keep the record straight. It I)ust has not worked well.
Mr. Hirus. I have not had a chance to look at this legislation for
some time now but as I recall this is active only. It would not apply
to Reserves.

What would your feeling be—we have serious Reserve recruiting
problems as well—perhaps considering this in some niodified form
at least for certain skills in Reserve duty.

Mr. Huck. 1 believe Mr. Montgomery has introduced an amend-
ment to H.R. 1400 that would provide a Reserve benefit. I think in
some respects that may be more effective than active duty benefit.

Allowing people to use their benefits and attend school while
they are in the military might be a good recruiting incentive. You
would have to weigh the costs against the benefits of the program
to see how cost effective it would be.

Mr. Hirus. My final question, is on the cost and transferability.
This was one of the areas that concerned me when the bill was
before the Veterans' Committee.

Do you have figures that you can submit for the record that
would show what this woulg add, with and without, and about
what the cost would be? .

Mr. Huck. We would be eglad to provide that information for the
record. We have submitted a cost estimate of H.R. 1400 fo the
House Veterans' Affairs Committee which includes the cost of the
transferability provision. If I recall correctly, about 40 percent of
the total cost of the bill would be absorbed by the transferability
provision. I think in 1994, for example, the total cost of the pro-
gram would $3.3 billion, of which 40 percent would be attributable
to transferability.

If you would like specific figures we would be glad to submit
them for the record.

Mr. MontcoMeRry. That should be corrected. Are you saying if
you index the program; is that correct?

Mr. Huck. Under that estimate.

Mr. MonTGOMERY. $3.3 billion is indexed?

Mr. Huck. Yes, sir.

Mr. MONTGOMERY. This might be a weakness in our bill but it
does not have indexing in it so I wanted to make that point. Our
bill does not index.

Mr. Huck. Under the official estimate we grovided, costs by 1994
would be $1.4 billion. The $3.3 billion figure derives from other eco-
nomic assumptions. '

Mr. Nicxots. Thank you, gentlemen. I have no further questions.

Mr. Wincup.

Mr. Wincup. A couﬁle questions.

Your assumption that a bill would increase high quality enlist-
ments by 10 to 15 percent across the board, is that an averzge of
the services or will some services do better and some do less or
?avg you looked at that issue as to whether some will do better or
ess?

Mr. Huck. That is an average across the services. We think that,
if a standard benefit were offered by all the services, the response
rate would be influenced significantly by the required enlistment
term. If, for example, the Air Force required a 4- to 6-year enlist-
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ment to earn the same benfit as the Army offered for a 3- or 4-
year, or possibly even a 2-year enlistment, the response rate in the
Air Force may be lower. So results would depend in part on how
the benefit is structured. Qur estimate of a 10- to 15-percent in-
crease in high-quality enlistments is an overall, servicewide projec-
tion. Actual response rates might be lower in the Air Force and a
little higher in the Army, because of the Air Force's longer re-
quired enlistment term.

Mr. Wincup. The 1981 recruiting results seem to be better than
anticipated. What in your view does that do in terms of necessity of
something in addition to a pay increase to assist the recruiting?

Mr. Huck. I think it lessens the justification for additional incen-
tives such as educational benefits if they are intended primarily as
a recruiting incentive. So, to the extent recruiting results in the
outyears are as favorable as they have been in 1981, I would say
the justification for such a program would be less obvious.

Mr. Wincup. Thank you. Mr. Chairman, I have several questions
for the record.

[The following questions were submitted to the witness to be an-
swered for the record:]

Question Since recruiting in the Selected Reserves is also a problem, would it be
appropriate to provide educational assistance inducements, although at a lower rate,
to reserve enlistees? .

Answer A generous educational benefits program may actually prove a more at-
tractive enlistment incentive for the Selected Reserve than for the Active-duty
forces Our testimony noted that one of the major difficulties in designing a pro-
gram that will attract high-quality, college-bound youths to the active-duty forces 18
the tendency for these youths to avoid an extended interruption between high
school graduation and college attendance. An educational benefita program that re-
quired only six months of active-duty training and permitted reservists to attend
college while serving in the Selected Reserve could overcome this barrier and prove
to be an attractive recruiting incentive. Of course, the cost of such a program should
be compared to that of other available incentives, such as enlistment bonuses for
the reserves.

Question Shouldn't there really be two different philosophies for establishing an
educational assistance program (1) a reward for service and to assist in the read-
justment to civilian life or (2) to assist in recruiting and retaining personnel for the
military” Shouldn’t the design of any educational assistance program be affected by
which philosophy the program is based on? For example, as a reward for service,
everyone who serves should get it. However, as a recruiting tool, perhaps it would

appropriate to focus the program on the problem areas.

Answer Past G1 Bill benefit programs have had as their underlying philosophy a
reward for service, especially during wartime, and the provision of assistance to
former military personnel in readjusting to civilian life. Under a peacetime volun-
teer military that has granted large increases in compensation and other benefits to
the first-term force, the need for further rewards for service or more generous read-
justment benefits can be questioned.

An educational benefit that is intended primarily as a recruiting incentive would
differ radically in design from prior G.I Bills. Placing greater emphasis on the re-
cruiting incentive aspects of a program would suggest greater targeting of the bene-
fits and possibly the exclusion of some groups from participation in the program.
Thus, as we noted in our testimony, an educational benefit esigned primarily as a
recruiting incentive would most appropriately be targeted toward those skill areas
and services with the most critical manpower shortages.

A related concern is that a fixed, across-the-board benefit offered to all recruits,
regardless of service or skill, could have adverse competitive effects by drawing
qualified recruits into already attractive skills or services and away from less desir-
able occupations with manpower shortages.

Question What do the resuMs of your study tell you about program offering trans-
ferability of entiticmic.u to dependents as a retention tool? 1s transferability a good
investment for improving retention?
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Answer. As we pointed out in our testimony, we have yet to complete our analysis
of the cost and retention effects of a transferability provision, but we can offer a few
insights into the efficiency of such a provision as a retention tool.

First, if the intention of a transferability &x;ovision is to mitigate the adverse ef-
fects on retention of an earned educational benefit, the need for such a large-scale
and expensive approach becomes suspect in light of CBO's findings that a new edu-
cational benefit comparable to Vietnam-era G.I. Bill levels should not severely affect
first-term retention. Providing additional reenlistment bonuses or cash-conversion
privileges for.earned benefits might be a less costly way to offset any adverse reten-
tion efiects of the program. .

Second, when compared to other incentives, such as reenlistment bonuses, trans-
ferability may not prove to be a good vetention tool. Transferability lacks the flexi-
bility and targeting features of reenlistment bonuses, Assuming that military pay
raises remain comparable to those in the private sector, retention problems 8 ould
be limited to specific skills and possibly to specific geographic locations, problems
that could more effectively be handled with reenlistment bonuses.

Third, a fundamental and yet unanswered question concerns the retention power
of a transferability provision. The attractiveness of the benefit depends not only on
its maximum dollar value but also on a careerist’s expectations about the extent
and timing of its use. The most immediate benefactor in most cases would be the
service member’s spouse, although Census data reveal that only slightly more than
5 percent of married women between the ages of 25 and 34 attend college or gradu-
ate school either full or part time. It is likely that most eligible spouses would be at
least 25 years old, given that a minimum of ten years’ active duty would be required
under a bill such as H.R. 1400 before the benefit could be transferred. The use of
the program by dependent children would appear to be even further delayéd. Most
active-duty Fersonnel would be at or very close to retirement age before their
earned benefit could be utilized by their dependent children of postsecondary school
age. Thus, the bemefit must act as a draw to retirement before its use can be real-
ized by dependent children. Unlike a reenlistment bonus, the poteutial first-term
reenlistee cannot realistically expect to cash in or the benefit until very close to re-
tirement. How effective a pro 1 such as this would be as a first-term, or even
subsequent, reenlistment tool thus remains open to question. .

Question. If an educational assistance program is considered necessary to assist
recruiting and retention, should it be provided to officers as well as enlisted person-

nel?

Answor. While equity concerns may argue for extending eligibility for art least a
minimum benefit to all military personnel, an educational benefit program struc-
tured as a recruiting incentive would most appropriately be targeted on those areas
with the most critical shortfalls. Officer recruiting problems are limited to just a
few skills. Thus, strict application of this principle would suggest that officers be
excluded from a targeted educational benefits program. If a minimum across-the-
board benefit proves necessary, then su;;}ylemenml benefits could be offered to en-
courage service in shortage skills, thus offering a given service or set of occupations
a competitive advantage over the remainder of the force.

Question. Do the projections for Navy and Air Force recruiting in the next few
years indicate a_problem as in the case of the Army? If not, is it appropriate to in-
cludeigxesg services in any new educational program that is designed solely to assist
recruiting

Answer. Provided the principle of pay comparability is retained, the services
other than the Army should be ablo to sustain their current levels of quality enlist.
ments without substantin]l additional incentives. This is because they are well
within the limits established by the Congress for Category IV recruits. At a mini-
mum, then, an educational benefit program structured as a recruiting incentive
should offer a competitive advantage to the Army. Yet, based on 1981 recruiting re-
sults, even the Army may not have recruiting problems in the next several years
provided that end strongths do not increase.

Question. Could you expand more on the estimated costs of H.R. 1400 as it passed
the House Veterans Affairs Committee? If the Congress were to index the benefits
to the cost of living, how much would your estimate change? What would be the
difference in your estimate for the future costs if current dollars instead of constant
dollars were used?

Answer. The cst estimate of H.R. 1400 prepared by CBO for the House Veterans
Affairs Committee showed outlays in current dollars growmg from $225 million in
fiscal year 1984 to $1.4 billion by fiscal year 1994 under one of four plausible eco-
nomic and policy scenarios. The scenario underlying this estimate envisions ar. ex-
panding economy (after adjusting for inflation), which, given historical experience
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with the Vietnam-era G I. Bill, would tend to discourage training in favor of employ-
ment Moreover, this scenario asumes the monthly stipend would remain constant
over the entire forecast period, which would permit inflation to erode its purchasing
power. Again, based upon Vietnam-era G.I. Bill experience, the adverse effects of
inflation tend to reduce veteran training rates. The economic scenario supporting or
official cost estimate produced the lowest program cost of the four economic scenar-
ios examined.

If the benefit were indexed to inflation, as assumed in the three other economic
scenarios supplied to the House Veterans Affairs Committee, CBO estimates that
more than twice the number of veterans would choose to train by 1994 as forecast
under the scenario rsed to derive our official estimate. Even measured in constant
1982 dollars, the addition of an indexing provision would more than double the cost
of the legislation Should the economy not turn in such a robust performance over
the next decade, subsidized veteran training would become relatively more attrac-
tive, and costs would therefore rise.

Under an economic scenario that assumes essentially no improvement in the un-
employment rate, no growth in the economy, and fully indexed benefits, CBO esti-
mates that the cost of H.R. 1400 in constant fiscal year 1982 dollars would reach
$3 3 billion in fiscal year 1994. Expressed in then-year dollars and using CBO’s infla-
tion estimates, costs would grow froin $303 million in fiscal year 1984 to $1.3 billion
by fiscal year 1994. thus, depending on the performance of the economy and wheth-
er the benefit is fully indexed for inflation, CBO estimates the costs of H.R. 1400 in
then-year dollars could range from $1.4 billion to $7.3 bilhon by fiscal year 1994,
About 40 percent of the cost of this bill can be attributed to the transferability pro-
vision; another.50 percent of costs are attributable to post-service use of earned
benefits As part of its final report to this Subcommittee on the subject of military
educational benefits, CBO will refine its costs estimate of certain provisions of H.R.
1400, including transferability.

Question Although there is a reasonable concern about the disincentive to reten-
tion of an educational assistance program not altered to address retention, is in-
created turnover really a problem in the Army situation with a huge shortage in
the Individual Ready Reserve?

Answer Any assessment of the acceptable level of active-duty turnover shoutd be
made in the context of the total force, which includes both active-duty and reserve
manpower An educational benefit structured primarily as a recruiting incentive
would increase active-duty first-term separations, which in turn would drive up
training and related costs But the educational benefit would also provide an addi-
tional source of pretrained manpower for the Selected and Individual Ready Re-
serves The improvements in reserve recruiting must be weighed against both the
higher active-duty turnover costs and the costs of alternative incentives—Ilike enlist-
ment bonuses—that could also be used to increase the size of the reserves.

Question In your statement (page 4), you mentioned that almost two-thirds of vet-
erans eligible for the Vietnam-era GI Bill have used some of their benefits. Many,
however, used only a small portion, often on a part-time basis. Of the total entitle-
ment to date for Vietnam-era veterans, what percentage has actually been used?
Would you project the benefits under anv new program would have a similar rate of
usage® Were transferability to be enac J, particularly for the spouse and children,
I assume the percentage of available benefits used would be quite high. Do you have
an estimate of what that figure might be?

Answer While on average about two-thirds of Vietnam-era veterans have used
some of their G1 Bill benefits, the percentage does vary according to the education-
al level attained at the time of the service member's separation from th. military.
As Table 1 shows, the percentage of enlisted separatees who have used some or all
of their GI Bill benefits increases with their educational level at the time of sepa-
ration For instance, 57 percent of non-high-school-graduate enlisted separations in
1971 had used some of their G.I Bill benefits by December 1980, whiic 69 percent of
high school graduates and 76 percent of those with some postsecondary education
had taken advantage of their benefits. About 65 percent of officers, who typically
g:ld a college degree at the time of separation, had used some of their G.I. Biil

nefits.
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TABLE 1. PERCENTAGE OF ELIGIBLE VIETNAM-ERA VETERANS WHO USED GI BILL BENEFITS THROUGH

DECEMBER 1980
[By edwatvn 2t tme of separaton}
Separated I fiscal year
v 9 19713 1976

Enfisted:

L TS I (1 L PP ————————— 51 66 67

High school graduates 69 13 10

Some postsacondary training . 16 L] 19 .
Offices 65 66 o4
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Table 2 provides a breakdown of the proportion of the earned entitlement used by
eligible Vietnam-era veterans. The data show that 43 percent of eligible veterans
who have trained under the G.I Bill have used less than one-quarter of their bene-
fits, while only 10 percent used all of their benefits.

TABLE 2. PERCENTAGE OF Gi BILL ENTITLEMENT USED BY ELIGIBLE VIETNAM-ERA VETERANS

Prrctataze who used Percentige v less
0-25 %-49 S6-14 75-94 100 than 2 mo
3 19 16 12 10 2

Source: “Final Report on the Uthizaton of Educatonal Entitiements Veterans of e Post-Xoresn Confict 2nd Vietnam £12,” prepared by the
Veterans' Admevstrabon for the House Cometiee 0n Veltrans Adaics, ST:1 {8X. 1, 1331).

Utilization rates under a new educational benefit program would depend on sever-
al factors. For example, benefit levels higher than the current Vietnam-era G.I Bill
rate would likely encourage additional training. Also, as noted from the data on
Table 1, the aggregate utilization rate will vary depending on the educational com-
position of the veterans group. If a new G.I. Bill program succeeds in upgrading the
quality of enlisted accessions, utilization rates could be expected to increase. The
state of the economy and whether or not the benefit is indexed on inflation will also
bear significantly on futurs utilization rates. A stagnant or declining economy
would tend to encourage training over employment, thus raising G.I. Bill utilization.
On the other hand, a fixed benefit level not indexed to inflation would tend to de-
crease utilization rates as the purchasing power of the benefit declined over time.

CBO is prepariag a special analysis of the cost and likely utilization of the trans-
ferability provision under H.R. 1400. While our analysis is not yet complete, our pre-
liminary results indicate that the provision could increass the long-run (steady-
state) utilization of all earned benefits by more thun 40 percont. For example, under
the Vietnam-era G.I. Bill, about 65 percent of eligible veterans used on average 40
percent of their earned benefits, which amounts to an expenditure of 26 percent
{0.65 x 0.40) of all benefits earned by both training and nontraining G.L-Billeligible
veterans. Under a transferability provision, CBO estimates that 75 percent of eligi-
ble veterans would use or transfer to their dependents about 50 percent of their
earned benefits. This would result in an_expenditure of 37 percent of all earned
benefits, or an increase of about 40 perCent over utilization rates under a G.L Bill
without a transferability provision.

Mr. Nicuovs. Thank you, gentlemen,

Mr. Secretary, I believe the committee would want me to recog-
nize that this is the first formal session that you have had with us
and we certainly welcome you here.
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TESTIMONY OF HON. LAWRENCE J. KORB, ASSISTANT SECRE-
TARY OF DEFENSE FOR MANPOWER, RESERVE AFFAIRS AND
LOGISTICS

Mr. KorB. Thank you very much, Mr. Chairman.

It is indeed a pleasure to appear before you today to discuss the
administration’s position on educational benefits for members of
the Armed Forces.

Educational assistance, or a return to a GI bill, is a subject of
great interest both in the Congress and in the Defense Department.

The administration supports educational benefits for military
members. The President, the Secretary of Defense, and the Deputy
Secretary of Defense all are on record in favor of some type of edu-
cational benefit for service mrmbers. The administration has sup-
ported the creation of some type of educational assistance program
but we have not proposed or endorsed a particular program, pend-
ing a review of this subject by the military manpower task force,
our own analysis of the results of the 1981 educational assistance
test program, and an assessment of the dramatically improved re-
cruiting and retention statistics of 1981.

Education benefits cannot be considered in isolation. DOD offers
many other incentives as well. Enlistment bonuses up to $5,000 can
be used to recruit for hard-to-fill specialties. We have requested au-
thority to pay higher enlistment bonuses and make smaller bonus
payments available to those who enlist for less than 4 years. Reen-
listment bonuses are also availabl» to alleviate shortages in select-
ed skills. Reenlistment bonuses do not exceed $16,000 except for nu-
clear qualified personnel in the Navy who can receive up to
$20,000. Other pay and allowances include such items as overseas
station allowances, separation pay, sea pay, hazardous duty pay,
and the variable housing allowance.

Before discussing the results from the Department’s fiscal year
19R1 educational test program and the provisions of the legislation
you are considering, H.R. 1400, I would like to tell you what the
Department does and does not desire in an education assistance
program.

First: The Defense Department is interested in an educational
programn to encourage both the recruiting and retention of high
quality personnel for the Active and Reserve total force. In no way,
however, should it be construed that the enactment of a permanent
education program is the first step on the road to conscription. The
old GI bill was enacted in response to the draft and used as a read-
justment benefit for the military. A new educational program will
be enacted in response to the All-Volunteer Force and used by the
services in the best way possible, as a tool to help their recruiting
and retention needs.

These two needs, however, are often conflicting: How can we en-
courage young persons to perform military service to earn special
educational benefits and then, only a few years later, discourage
them from leaving the service in order to use these benefits?

Will an offer of educational benefits be enough to convince
young, bright people to enter military service? How much should
this benefit be worth and how should the member be able to use it?

1 "y
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We need to tailor educational benefit programs to retain those
personnel who are most needed by the services. In-service use of
these benefits, which has been very popular, is sometimes difficult
to reconcile with the limited amount of time available to many
members. .

All of the services offer programs that provide an educational
leave of absence to selected individuals who are nearing degree
completion. Unfortunately, eligibility for these programs must be
restricted since we cannot afford to allow all those interested to be
absent from military duty.

Transferability, another proposed retention tool, raises other
questions. If this benefit is offered early in a member’s career, he
or she is less likely to have dependents to take advantage of it; if it
is offered later, it is a wasted benefit since members typically have
made their career decisions. In addition, several equity issues are
posed: Should we offer dependents benefits that previously were
available only to members or their survivors, and should depend-
ents who have never served in the military receive the same bene-
fits as those who actually do serve their country?

Second: The Department must be fiscally responsible to the tax-
payer. An across-the-board educational assistance entitlement to all
members of the Armed Forces could cost anywhere from $2 to $5
billion annually. These sums might be well spent if they contribute
to the recruitment and retention goals for a viable and healthy All-
Volunteer Force. But the Defense Department cannot support such
expenditures if they do not help us recruit and retain the person-
nel vie need. Recent deliberations about the size of the defense
budget have reinforced this point.

To lead the way toward development of an educational program
that will benefit the All-Volunteer Force, Congress authorized the
Defense Department to conduct in fiscal year 1981 a l-year test of
several different types of educational assistance: Noncontributory
grograms of different amounts, one of which provides for transfera-

ility and cash-out; a contributory program with large Department
of Defense monetary add-ons or kickers; and loan repayment. We
have enthusiastically implemented this test program by offering
different types of educational benefits in different areas of the
country to qualified individuals in all the services.

It would have been easier to “sell” the same educational benefit
package to all recruits. But that would not have told us anything
about the comparative appeal of different educational benefits. Al-
though the test has made life more complicated for our recruiters,
we are now beginning to get results from this collective effort.

Last June, we received a briefing on the test results from the
Rand Corp., our major contractor. At the invitation of the Congres-
sional Budget Office, Rand also presented the same briefing to con-
gressional staff. I understand that CBO has invited Rand to present
a further, more comprehensive briefing for congressional personnel
on October 2. ’

Briefly, let me summarize the results to date of the test program,
and indicate our future plans with regard to the test. We have
been monitoring the recruiting effects of the test program since De-
cember of last year. All services have garticipated in the test pro-
gram, but the Army has had the broadest set of occupational spe-
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cialties eligible for the test. We now have 8 months’ worth of data,
and trends that appeared early in the test period have remained
unchanged througgout. Our findings suggest that the Army’s gen-
erous VEAP kickers combined with the wider range of skills from
which to choose have expanded the Army’s market for high-quality
recruits without adversely affecting recruiting in the other serv-
ices.

The recruiting test data also indicate that the educational bene-
fits have been effective in steering high-quality Army recruits into
hard-to-fill skills. I expect Rand’s October briefing to discuss the ef-
fectiveness of these benefits in the other services.

Results from the other test program options, sections 901 and 903
of last year’s authorization act, are less clearcut at this time. There
is evidence that the Air Force and Navy have increased their num-
bers of high-quality recruits under both programs. The Army, how-
ever, has not benefited to any significant degree from either pro-
gram. That is, no more high-quality recruits seem to have enlisted
in the Army under the test programc than have enlisted under the
Army’s program of contributory VEAP and small kickers, a combi-
nation that has not previously had a major impact on recruiting.

We have also conducted two youth surveys. The surveys meas-
ured awareness of the test opportunities and the likely response of
potential recruits to different levels of benefits. Preliminary tabula-
tions of the survey responses indicate that the test was implement-
ed effectively by all services. Information from these surveys will
be included in Rand’s October briefing.

Finally, we are conducting a test of the effect of educational
benefits on retention, to evaluate the appeal of transferability. As I
noted in my third quarterly report to Congress on the educational
assistance test program, results of the retention test have been dis-
appointing in that few members have reenlisted under the test pro-
grams The retention test will continue through the end of Septem-
ber, and I intend to examine all the data carefully before reaching
a conclusion on the merits of educational assistance as a retention
incentive.

On the basis of our results to date, I can say that the issue of
educational benefits has major potential for affecting military man-
power management. Like the Congressional Budget Office, we be-
lieve that post-service educational assistance programs create a re-
tention disincentive once a member has earned his basic entitle-
ment. We do not know how effectively we can offset this disincen-
tive with features such as transferability. Also, like CBO, we be-
lieve that overall recruiting would improve under a comprehensive
educational assistance pregram, although we are less confident
than CBO that the gains in recruiting would outweigh the losses in
retention. Ir addition, our test results raise the issue of possible
inter-Service effects: A uniform benefit could have adverse impacts
on the Army, the service that has the most persistent recruit qual-
ity problem.

I would now like to address my remarks to the legislation you
are considering today, H.R. 1400. The Department testified in
March of this year on an earlier version of H.R. 1400 that was then
before the House Veterans' Affairs Committee.

) ..
IC 1i;




54

The Department continues to believe that it is premature to con-
sider enactment of H.R. 1400 at this time. We do not know whether
the basic benefit levels in the proposed bill are adequate to encour-
age recruitment or are too costly. We do not know at this time
whether the bill's supplemental benefit will actually encourage
those whom we need most and who are in critical skills to remain
in service beyond their minimum obligations. In addition, the legis-
lation provides benefits to officers who usually have an advanced
educational degree, that in many circumstances has already been
subsidized by the Federal Government. In general, we have no
problem in recruiting officers although there are some problems in
retaining pilots, nuclear officers and engineers.

The Department does not need H.R. 1400’s statutory authority
for an educational leave of absence. The services already have the
authority to grant such absences.

We cannot yet comment on the transferability and loan forgive-
ness provisions of H.R. 1400. Our final test results will give us in-
formation on the :alue that members place on transferability and
loan repayment, so that such provisions can be written into law
with more knowledge and certainty about their effectiveness.

We must come to terms with the problem of what new benefits,
if any, will be made available to those members who are currently
eligible to receive the old GI bill, VEAP, or the test program bene-
fits. Should those who were drafted and fought in a war receive
fewer benefits than a peacetime volunteer? I hope that the Con-
gress will consider these equity issues and the administrative costs
implicit in administering four separate educational programs for
military personnel.

In summary, the Department believes that the current test pro-
gram will yield information that is essential to the drafting of a
permanent educational assistance program. A permanent educa-
tion program will also be a topic addressed by the Military Man-
power Task Force, which is already at work. We ask that you delay
action on such a program until early next year, when the Depart-
ment will have analyzed the test results and submitted its proposal
for a permanent educational program to the Congress.

In the meantime, the Department supports an extension of the
current Veterans' Educational Assistance program, the VEAP. The
President sent this recommendation to tge Congress on May 30,
198), and it is supported by both the Department of Defense and
the Veterans' Administration.

I hope we can work together to develop a program of educational
assistance for members of the Armed Forces that will enhance the
total force and benefit society at large.

Thank you and I am now ready for questions.

Mr. Nicuors. Thank you, Mr. Secretary. I am going to depart a
little from the subject this me.rning to make inquiries, since you
are the Assistant Secretery of Defense for Manpower and Person-
nel.

I wonder, Mr. Secretary, did you participate in the discussions
that have been held the last few days with the President and other
members of his administrative staff relative to defense spending
cuts? Were you a party to that?

Mr. Kors. I guess you could say I was indirectly involved.

Q
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Mr. NicroLs. I would hope so. I certainly hope that is the case. I
am not going to ask you what programs have been decided to be
cut and which are not going to be cut but I would ask you, can you
tell the committee if there is any thought being given to reducing
personnel items? I am thinking about specifically military pay.

Mr. Kore. Mr. Chairman, to my knowledge none of the discus-
sions have considered that as an option to meet whatever projected
spending levels might be given us. There was no thought given to
reducing military pay in any of the options. )

Mr. NicHoLs. Let me say, Mr. Secretary, if those decisions are
not yet set in concrete—and they seem to be pretty well decided on,
but the public has not been made aware of them—1I hope you will
emphasize as strongly as you know how, that we can't afford to
tamper with the military pay bill—both the Senate and House ver-
sions—that if we are going to be asked to recruit the type of young
man and young woman that we have to recruit for the eighties and
the nineties, we are going to have to pay them comparable to what
they would earn in the private sector. I just wanted to make that
point abundantly clear to you and I think I am voicing the general
wishes of the subcommittee and certainly of the full committee and
I believe the Congress.

The other questions I wanted to ask you Mr. Secretary is not ex-
actly related to the bill before us either. I keep hcaring that there
is some thought being given in high places in the administration
toward taking a position that we ought to drop registration. This
subcommittee feels very, very strongly about that issue. I just won-
dered if you could comment on that. I am somewhat putting you on
the spot. You did not come here to talk about that today but I
know the feelings of this subcommittee run deep on that.

Mr. Kore. Mr. Chairman, as 1 mentioned in my testimony the
Military Manpower Task Force is already at work and the Military
Manpower Task Force is considering all of our manpower needs. As
you know our manpower needs are met by members of the Active
Forces, the Selected Reserve, the Individual Ready Reserve, retir-
ees, volunteers, and then depending upon the circumstances con-
scription.

Basically we are looking at the totality of the picture to insure
that in the event of an emergency we can have the manpower
available at the time that we need it. So, yes, we are considering
the subject of registration and the Selective Service System in the
overall context but no decisions have been made to my knowledge.
No one has raised this particular issue that you are concerned
about and that subject has not come before the task force or its
working group yet.

Mr. NicHoLs. Are you a member of the task force?

Mr Kors. I am the executive director of the working group of
the task force. .

Mr. NicHoLs. Who chairs it?

Mr. Kors. The Secretary of Defense.

Mr. NicHoLs. I am not going to make a speech on it.

Mr. WHite. Mr. Chairman, Mr. Secretary, you say you are con-
sidering the matter of registration. How are you considering it?
What are your options that you are considering?
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Mr. Kors. Basically the job of the Military Manpower Task
Force is to provide for the manpower needs of the Nation in a
number of different circumstances and the question of the Selective
Service System enters into it because we have only so many active

ople, so many ﬁeople in Selected Reserves, and the Individual

eady Reserve. Then we place demands on the Selective Service
System to fill in beyond those manpower sources. We are looking
at the whole picture to make sure that, depending on"the situation
we have adequate manpower to meet our needs.

Mr. Warte. Has there been any discussion about dropping regis-
tration?

Mr. Kors. Not to my knowledge, sir.

Mr. WaITE. Do you have a position personally on this?

Mr. Kors. Our position is that the Department of Defense has to
provide for the totality of the manpower needs of the country and
that the Selective Service System plays a rolé in providing for
those needs.

Mr. WriTe. Have you studied the efficacy of the registration pro-
gram as it stands at the present time?

Mr. Kors. This is one of the things before the Manpower Task
Force. We have asked the Selective Service System to tell us how
they will go about fulfilling the needs that are placed upon them
by the contingency plans of the Department of Defense.

Mr. WaiTE. I am talking about now, not in event of an emergen-
cy but registration as it now stands, the percentage of response, the
enforcement of the registration and other particulars toward the
success of the program.

Mr. Kors. We have not discussed that.

Mr. WHITE. In your position as Manpower Director you must
have looked at it.

Mr. Kors. I have. I monitored the statistics and I know it went
well last year. This year they ure havin% more problems. One of
the reasons suggestetf is that registration has not received the pub-
licity that it did a year aﬁo; that this year many young people ma
not be aware that they have to register as they reach their 18t
birthday. Last year, when we had an extensive publicity program,
eligible young men registered in a 2-week period.

Mr. WHiTE. What steps are being taken to insure a better re-
sponse, to insure that there is a compulsion to register, that there
is an obligation to register?

Mr. Kors. It is my understanding that the Selective Service
System is now reinvigorating the publicity program that it had last
year.

Mr. WriTE. I know that that is not going to do the job tatally.
What recommendations has your office made or will your office be
making in terms of trying to enforce registration?

Mr. Kors. We have not yet been asked for a position on that. In
a recent story in the paper it was mentioned that the Justice De-
partment is giving guidance to local district attorneys about enfore-
ing that particular aspect of the law. Also the Selective Service
System completed a Ji)rect mailing to approximately 1.8 million
males in that age group to tell them about their obligation.

Mr. WHITE. Is the Selective Service System, the manpower pool,
now an integral part of your total manpower picture?
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Mr. Korn. That is correct.

mobilization?
Mr. Kors. Certainly.
Mr. Warre. Thank you, Mr. Chairman.

how to in support of that.

words.
Mr. NicroLs. Mr. Mitchell.
Mr. MrrcaeLL. Thank you, Mr. Chairman.

make on the feasibility of the GI bill.

programs we have as well as to take a look at the recruitin
retention results this year which have dramatically improv
a year ago.

not talking about that.

retention bonuses.

the individual that we want to come in and want to sta

costs as to which is the most effective way to do that.

Mr. MitcHELL. On the basis of what you have learned so far with
your preliminary analyses, if defense funds are short for attracting
and retaining where would you place the GI bill in your list of pri-
orities for attracting and retaining people? Would it be way down
in the middle or don’t you have enough information to make a

judgment?
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Mr. Warrz. Do you regard it as an essential element in terms of

Mr. Nicnows. I just suggest in closing my statement to you, Mr.
Secretary, I believe the erican public would view dropping reg-
istration as a serious breach of faith in the President’s promises to
the American public to support a strong defense system. I think
our adversaries would look at it as a leak in the dike in the overall
defense posture. I hope you will stand up as strongly as you know

Mr. WaiTE. As well as our allies would regard it as a lack of will-
power or lack of followup, overt action on our part to match our

Just going over your statement Mr. Secretary, your request is
that we wait until we complete the study Congress directed you to

Mr. Kozs. That is coriect, and also to allow us to allow the Mili-
tary Manpower Task Force to consider this in the totality of all the

Mr. MrrcheLL. I like the concept of the GI bill. I guess it is be-
cause I used it. So many Members of Congress have. I see how it
has benefits we have not talked about today in placing participants
in a much higher income bracket once they complete their GI edu-
cation. In other words it is an expense, granted, but they earn, be-
cause of their professional education, far more money in their life-
time than they might have if they had not gone to college. We are

You just are talking about reattracting and retaining. How about
sort of a combination package where everyone in the service earns
GI bill credits but at the end of that 4-year enlistment if he does
not want to take them, take cash instead. Maybe not the total
amount. He would earn the credits but if he did not want to use
them for college ha could take money instead. We have all kinds of

Mr. Kors. I think that is the key issue, Congressinan Mitchell,
that we must determine which is the most cost-effective way to get

We now have an extensive program of reenlistment ﬁonuses. We
have enlistment bonuses for critical skills. I think the thing we
have to look at is what is the. best way to get and to keep the
people that we want and need, and take a look at comparative
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Mr. Kors. The most cost-effective way we know how to get the
people is through a bonus program. I would also think in terms of
keeping them that the bonus program is the most cost-effective
way to do it. The GI bill is probably four or five times more expen-
sive if you give it to everybody than a particular bonus program.
So in that sense I would place it below a bonus program on a cost-
effectiveness basis.

