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2018 Request

The costs of pay and benefits for the Pentagon’s military and civilian personnel make up the single largest category of costs in
the DoD budget. In the PB 2018 request, the Trump administration projected a total force of 2,212,900, with an active-duty end
strength of 1,314,000 and 815,900 in the reserve components. In addition, the request would fund 740,000 DoD civilian employ-
ees, with an additional 480 funded in the OCO budget.! Funding these military end-strength levels would cost $133.9 billion in
military personnel (MILPERS) appropriations; $7.8 billion in accrual payments for current servicemembers’ TRICARE benefits;
$7.5 billion in concurrent receipt accrual payments for military retirement; $9.4 billion in other benefits, including the DoD’s
network of K—12 schools; and $34.6 billion for the Defense Health Program. About 60,000 DoD civilians are employed by the
Defense Health Program, and smaller numbers are employed by the DoD Education program and other benefits programs; their
salaries are included in the total funding for these programs. The pay and benefits for the balance of DoD civilian employees
amounts to $75.2 billion for FY 2018 (see Figure 4-1). Overall, the pay and benefits of military personnel and civilian employees
accounts for $272.7 billion, or 42 percent of the total $647 billion FY 2018 DoD budget request (see Figure 4-2). DoD also em-
ploys thousands of contractor personnel. As of FY 2015, about 44 percent, or $75 billion, of DoD’s total contracting obligations
went towards various service contracts.?

These figures do not include the $183.1 billion requested in PB 2018 for the Department of Veterans Affairs, the $83.8 billion of
pension obligations for current military retirees paid by the Treasury, or the $9.7 billion of payments for TRICARE for life for
current beneficiaries paid by the Treasury.3

1667 K STREET, NW | SUITE 900 | WASHINGTON, DC 20006 | 202-331-7990 | 202-331-8019 FAX | www.csbaonline.org



FIGURE 4-1: MILITARY PERSONNEL COSTS IN THE PB18 DEFENSE BUDGET
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Source: Office of the Under Secretary of Defense (OUSD)(Comptroller), Chief Financial Officer (CFO), Department of Defense Fiscal Year 2018 Budget Request: Defense
Budget Overview (Washington, DC: DoD, May 2017), Table 5-1, “Pay and Benefits Funding,” available at http://comptroller.defense.gov/Portals/45/Documents/defbudget/
fy2018/fy2018_Budget_Request_Overview_Book.pdf.
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FIGURE 4-2: MILITARY AND CIVILIAN COSTS WITHIN THE PB18 DEFENSE BUDGET
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Source: OUSD (Comptroller), CFO, Department of Defense Fiscal Year 2018 Budget Request: Defense Budget Overview, Table 5-1, “Pay and Benefits Funding.”
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Military Personnel

End Strength

Increasing the size of the armed forces was one of President Trump’s key campaign pledges. The PB 2017 planned force structure
levels across the Services in FY 2018 would have totaled 1,271,200 in the active-duty forces and 802,300 in the reserves, for an
overall end strength of 2,073,500. The PB 2018 defense budget request would see the active-duty component reach 1,314,000,
with 815,900 in the reserves, for a total force of 2,219,000. As compared to the projected FY 2018 end strengths in the PB 2017,
the Trump administration’s budget would fund an additional 42,800 active-duty servicemembers and an additional 13,600 re-
servists.* However, Congress largely rejected planned force structure reductions during FY 2017. The PB 2018 would increase the
active-duty component by 8,100 and the reserves by 2,700 over the funded force structure levels in FY 2017.

In particular, President Trump set the goal of a 540,000-strong active-duty Army during the campaign. Under the PB 2017
projections, the size of the Army would have reached a low point of 450,000 in FY 2018, shrinking from a recent high of 566,000
in FY 2010 and FY 2011, following years of declining budgets imposed by the Budget Control Act. A 540,000-strong Army would
have been an increase of 80,000 soldiers, or 17 percent, over the planned FY 2017 end strength of 460,000. However, Congress
rejected 460,000 as the Army’s active-duty end strength in FY 2017 and funded a higher end strength of 476,000 in FY 2017,

for a real end-strength growth of 1,000 soldiers from the FY 2016 end strength of 475,000. Including the active components of
the other Services and 79,000 activated Guard and Reserve members, the FY 2018 active-duty military would be 1.393 million
people, a slight growth of 15,000 from the post-World War II low of 1.378 million in FY 2016.5

The PB 2018 asks for an Army of 476,000 soldiers and a Marine Corps of 185,000, the same numbers that Congress funded in
FY 2017. It also calls for an additional 4,000 sailors and 4,100 airmen over the FY 2017 appropriations period, for an active-duty
force that is 8,100 members larger than in FY 2017. At 1,314,000, the FY 2018 active-duty force would be 32,100 people larger
than the PB 2017 requested active-duty end strength and 8,100 more than the end strength funded by Congress in the FY 2017
appropriations bill. The PB 2018 describes this growth in Navy and Air Force active-duty end-strength levels as intended specif-
ically to address readiness challenges, including Air Force pilot and maintainer shortfalls. Maintaining a 185,000-strong Marine
Corps will allow it to maintain a 1:2 deploy-to-dwell ratio for major force elements.

In the reserve components, the PB 2018 adds an additional 1,000 to the Navy Reserve over the FY 2017 appropriated end-
strength levels, 800 to the Air Force Reserve, and 900 to the Air National Guard. This would make a total of 815,900 reservists,
for a real growth of 2,700 servicemembers over the FY 2017 end strength funded by Congress. In FY 2017, Congress funded a
total reserve end strength of 813,200, 14,700 servicemembers more than the PB 2017 request of 801,200 (see Table 4-1). Like
other areas in the defense budget, the Congressional defense committees have seen the Trump administration’s FY 2018 propos-
al for active-duty and reserve end strengths as unsatisfactorily low. In the House, the House Armed Services Committee (HASC)
added an additional 17,000 soldiers to the Army’s total force. HASC added an additional 10,000 active-duty servicemembers

to the Army’s active-duty end strength, bringing the Service to 486,000. This Army end strength is 5,000 less than in FY 2015
and would make the Army about the same size it was in FY 2002.° The HASC also added 3,000 soldiers to the Army Reserve
and 4,000 to the Army National Guard, The Defense Subcommittee of the House Appropriations Committee echoed the HASC
by funding an additional 10,000 active-duty servicemembers and 7,000 reservists, but left them unallocated by Service. In the
Senate, the Senate Armed Services Committee (SASC) made more modest additions over the PB 2018 end-strength levels, add-
ing 1,000 Marines, 5,000 soldiers to the active-duty Army, and 500 soldiers each to the Army National Guard and Reserves (see
Table 4-2).
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TABLE 4-1: PROPOSED MILITARY END STRENGTH

FY17
Appropriations PB18 request Delta

FY16 end FY17 FY17 Delta from FY FY18 Delta from FY17 | from FY17

strength request Appropriations | 2017 request request Appropriations Request
Army 475,000 460,000 476,000 6,000 476,000 0 16,000
Navy 327,300 322,900 323,900 1,000| 327,900 4,000 5,000
Marine Corps 182,000 182,000 185,000 3,000 185,000 0 3,000
Air Force 317,000 317,000 321,000 4,000 325,100 4,100 8,100
Active Total 1,301,300 | 1,281,900 1,305,900 4,900| 1,314,000 8,100 32,100
Army Reserve 198,000 195,000 199,000 1,000| 199,000 0] 4,000
Navy Reserve 57,400 58,000 58,000 1,600 59,000 1,000 1,000
Marine Corps Reserve 38,900 38,500 38,500 0 38,500 0 0
Air Force Reserve 69,200 69,000 69,000 0 69,800 800 800
Army National Guard 342,000 335,000 343,000 7,000 343,000 0 8,000
Air National Guard 105,500 105,500 105,700 200 106,600 900 1,100
Reserve Total 811,000 801,200 813,200 9,800 815,900 2,700 14,700
Total Force 2,112,300| 2,083,100 2,119,100 14,700| 2,129,900 10,800 46,800

Source: OUSD (Comptroller), CFO, Department of Defense Fiscal Year 2017 Budget Request: Defense Budget Overview (Washington, DC: DoD, February 9, 2016), Table
A-2, “Active Component End Strength (in Thousands),” and Table A-3, “Reserve Component End Strength (in Thousands),” available at http://comptroller.defense.gov/
Portals/45/Documents/defbudget/fy2017/FY2017_Budget_Request_Overview_Book.pdf; and OUSD (Comptroller), CFO, Department of Defense Fiscal Year 2018 Budget
Request: Defense Budget Overview, Table A-2, “Active Component End Strength (in Thousands),” and Table A-3, “Reserve Component End Strength (in Thousands).”
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TABLE 4-2: COMMITTEE ACTION ON FY18 END STRENGTH LEVELS

Senate
FY 2017 FY 2018 House Armed Armed
Appropriated request Services Delta HAC-D Delta Services Delta
Army 476,000 476,000 486,000 | 10,000 * 481,000 5,000
Navy 323,900 327,900 329,900 0 * 327,900 0
Marine Corps 185,000 185,000 185,000 0 * 185,000 1,000
Air Force 321,000 325,100 325,100 0 * 325,100 0
10,000
Active Total 1,305,900 | 1,314,000 1,324,000 | 10,000 | 1,324,000 | (unallocated) | 1,330,000 6,000
Army Reserve 199,000 199,000 202,000 3,000 * 199,500 500
Navy Reserve 58,000 59,000 59,000 0 * 59,000 0
Marine Corps Reserve 38,500 38,500 38,500 0 * 38,500 0
Air Force Reserve 69,000 69,800 69,800 0 * 69,800 0
Army National Guard 343,000 343,000 347,000 4,000 * 343,500 500
Air National Guard 105,700 106,600 106,600 0 * 106,600 0
7,000
Reserve Total 813,200 815,900 822,900 7,000 822,900 | (unallocated) 816,900 1,000
Total Force 2,083,100 | 2,129,900 2,146,900 | 17,000 | 2,146,900 17,000 | 2,136,900 7,000

Source: OUSD (Comptroller), CFO, Department of Defense Fiscal Year 2017 Budget Request: Defense Budget Overview, Table A-2, “Active Component End Strength (in
Thousands),” and Table A-3, “Reserve Component End Strength (in Thousands)”; OUSD (Comptroller), CFO, Department of Defense Fiscal Year 2018 Budget Request:
Defense Budget Overview, Table A-2, “Active Component End Strength (in Thousands),” and Table A-3, “Reserve Component End Strength (in Thousands)”; and House Com-
mittee on Appropriations, Department of Defense Appropriations Bill, 2018, Committee Report (Washington, DC: U.S. House of Representatives, June 29, 2017), available

at https://appropriations.house.gov/uploadedfiles/hrpt-115-hr.pdf. House and Senate Armed Services Committee numbers are from the respective House and Senate FY18
NDAA summaries: House Armed Services Committee, “Reform and Rebuild: National Defense Authorization Act for FY18,” 2017, p. 6, available at https://armedservices.
house.gov/sites/republicans.armedservices.house.gov/files/wysiwyg_uploaded/FY18%20NDAA%20Floor%20Summary%20Draft%20ovFinal.pdf; and Senate Armed Services
Committee, “NDAA FY18,” June 28, 2017, p. 3, available at https://www.armed-services.senate.gov/imo/media/doc/FY18%20NDAA%20Summary6.pdf.

Note: The House Appropriations Committee added 10,000 active-duty servicemembers and 7,000 reservists, but funded this 17,000-member growth in end strength out of
the proposed National Defense Restoration Fund, rather than allocating those costs across the Services’ MILPERS accounts.
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Size of the Active-duty Force

The 1,378,000 active-duty soldiers and activated reservists in FY 2016 comprised the smallest U.S. active-duty force since before
World War II. The FY 2016 end-strength was 67,000 servicemembers fewer than that previous post-World War II low, the sharp
trough in personnel numbers as U.S. forces demobilized after World War II and before the Korean War. (see Figure 4-3 and Fig-
ure 4-4). The active-duty force was at its recent peak of 1,506,000 in FY 2011 before drawing down to 1,378,000 in FY 2016.

The reduction of active-duty forces came largely out of the Army and the Marine Corps, which reached their recent maximum
end strengths of 566,000 and 203,000 in FY 2011 and FY 2009, respectively. In FY 2016, the end strength of the Army was 16
percent less and the Marine Corps 9 percent less than those maximums. These reductions were driven by the drawdowns of U.S.
forces in the wars in Iraq and Afghanistan and the simultaneous imposition of the caps on defense spending by the Budget Con-
trol Act of 2011. As manpower-heavy Services, military personnel spending drives a larger share of the budgets of the Army and
Marine Corps. By contrast, the Navy and Air Force have steadily shrunk since the early part of the 2000s. The FY 2016 Navy is 15
percent smaller than when it reached its recent end-strength maximum of 383,000 sailors in FY 2002. Similarly, the FY 2016 Air
Force is 16 percent smaller than when it reached its recent peak of 377,000 airmen in FY 2004 (see Figure 4-5).

FIGURE 4-3: TOTAL ACTIVE-DUTY AND ACTIVATED RESERVE FORCES, FY40-FY18
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Source: OUSD (Comptroller), National Defense Budget Estimates for FY 2018, FY 2018 Greenbook (Washington, DC: DoD, June 2017), Table 7-6, “U.S. Labor Force,” avail-
able at http://comptroller.defense.gov/Portals/45/Documents/defbudget/fy2018/FY18_Green_Book.pdf.
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FIGURE 4-4: TOTAL ACTIVE-DUTY BY SERVICE AND ACTIVATED RESERVE, FY40-FY18
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Source: OUSD (Comptroller), FY 2018 Greenbook, Table 7-5, “Department of Defense Manpower.”
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FIGURE 4-5: ACTIVE-DUTY END STRENGTH BY SERVICE, FYOO-FY18
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Source: OUSD (Comptroller), FY 2018 Greenbook, Table 7-5, “Department of Defense Manpower.”

Military Personnel Costs

Overall, the cost of military personnel pays and benefits (MILPERS), at $146 billion, accounts for 23 percent of DoD’s discre-
tionary budget request for FY 2018. However, military personnel costs are not evenly distributed across the Services. MILPERS
costs account for 20 percent of the Air Force’s budget and 27 percent of the Navy’s. However, as the largest Service with the least
procurement funding, MILPERS accounts for 37 percent of the Army’s overall budget (see Figure 4-6). Because the Army is the
Service with the largest fraction of its budget devoted to military personnel costs, the Army is most sensitive to changes in the
costs of military personnel, such as increases to the amount of basic pay or retention bonuses. Conversely, the Army is less able
to fund manpower costs with savings in other appropriations titles, leaving adjustments to end-strength levels as the major lever
the Army has to meet topline budget restrictions. Overall, the Army accounts for 42 percent of all of DoD’s MILPERS spending.
At $60.9 billion in the FY 2018 budget request, the Army’s MILPERS request is 25 percent greater than the Navy and Marine
Corps request for $48 billion (33 percent of total MILPERS spending) and 65 percent greater than the Air Force’s request for $37
billion (25 percent of total MILPERS spending) (see Figure 4-7).
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FIGURE 4-6: PB18 REQUEST FOR MILPERS FUNDING OVERALL AND BY MILITARY DEPARTMENT
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Source: OMB, Budget Analysis Branch, Public Budget Database: Budget of the United States Government, Fiscal Year 2018, Budget Authority (Washington, DC: OMB, May
2017), available at https://www.gpo.gov/fdsys/pkg/BUDGET-2017-DB/xls/BUDGET-2017-DB-1.xls. Analysis in Tableau.

Note: Dollars in thousands.
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FIGURE 4-7: PB18 MILPERS FUNDING BY MILITARY DEPARTMENT
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Source: OMB, Public Budget Database FY 2018. Analysis in Tableau.

Note: Dollars in thousands.

As compared to the FY 2017 appropriations, the FY 2018 budget request asks for more funding for military personnel costs for
each of the Services (see Figure 4-8). These increases would pay for an additional 4,000 sailors and 4,100 airmen in the active
component, 1,000 additional sailors in the Navy Reserve, 800 more airmen in the Air Force Reserves, and 900 more airmen in
the Air National Guard over the end strength funded by the FY 2017 appropriations bill. The additional funds would also cover a
2.1 percent basic pay increase, higher basic allowance for housing costs, more administration costs, and other rising expenses.

FIGURE 4-8: PB18 MILPERS REQUEST BY SERVICE, AS COMPARED TO FY17 APPROPRIATIONS
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Source: VisualDOD data, analysis in Tableau.
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Overall, at $34.5 billion in the FY 2018 request, the pays and allowances for the Pentagon’s 228,586 officers accounts for 23.6

percent of the MILPERS appropriation request. At $82.9 billion, pays and allowances for the Pentagon’s 1,053,507 enlisted ser-
vicemembers accounts for 56.8 percent of MILPERS appropriations requested.” Training and pays for reservists, at $21.4 billion,
account for 14.7 percent of MILPERS (see Figure 4-9).

FIGURE 4-9: PB18 MILPERS REQUEST BY TOTAL FORCE ELEMENT
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Source: DoD budget data from VisualDOD, analysis in Tableau.

Within MILPERS, basic pay; the basic allowance for housing (which covers housing expenses); accrual payments for current
servicemembers’ retirement benefits; administrative costs; pay and training costs for reservists; and the basic allowance for sub-
sistence (which subsidizes food costs) make up 79 percent of MILPERS costs, with the balance accounted for by DoD’s payment
of the servicemembers’ share of Social Security taxes, training pay, specific allowances, travel and moving expenses, and vari-
ous types of incentive pays. At $56 billion in PB 2018, basic pay for officers and enlisted servicemembers was the largest single
element in the MILPERS title at 38 percent, followed by the basic allowance for housing at $20.9 billion or 14 percent, then
accrual payments for current servicemembers’ retirement benefits at $15.8 billion or 10.8 percent (see Figure 4-10). Although
predominantly paid for with operation and maintenance (O&M) funds, the Defense Health Program is one of the most import-
ant, and expensive, portions of the overall military compensation package. Accordingly, changes to basic pay, the basic allowance
for housing, the Defense Health Program, and retirement benefits are the four major levers the Pentagon has to affect the overall
compensation cost per servicemember (see Figure 4-11).
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FIGURE 4-10: PB18 MAJOR COSTS WITHIN MILPERS
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FIGURE 4-11: PB18 COMPONENTS OF MILITARY COMPENSATION
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Source: OUSD (Comptroller), CFO, Department of Defense Fiscal Year 2018 Budget Request: Defense Budget Overview, Table 5-1, “Pay and Benefits Funding”; and DoD
budget data from VisualDOD.

Note: Dollars in billions

Cost Trends

The average cost per servicemember to DoD as a whole and for each of the military departments has decreased since the recent
highs in the FY 2010—FY 2011 timeframe. In the PB 2018, DoD’s average MILPERS costs per servicemember would be $107,106,
with additional costs in other parts of the defense budget to finance the Defense Health Program and other benefits as discussed
above. This is about a 10 percent decline in MILPERS funding per servicemember from FY 2010. This pattern of declining MILP-
ERS costs per servicemember is repeated within the military departments (see Figure 4-12). While still the highest of the military
departments, the Army’s MILPERS cost per active-duty servicemember has declined the most, by 14.5 percent, since the recent
high of $142,471 in FY 2010.
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Across DoD as a whole, the total pays and allowances for officers and enlisted personnel has remained relatively constant since
FY 2012. Total MILPERS pays and allowances for officers averaged $148,758 per officer annually, while total MILPERS pays
and allowances for enlisted personnel averaged $75,631 per enlisted servicemember annually (see Figure 4-13). These totals can

be seen as the MILPERS portion of the present-day compensation cost to DoD per officer or enlisted servicemember. The totals
include a range of cash and in-kind compensation as well as current payments for future benefits, such as retirement accrual
benefits, but do not include benefits paid for in other areas of the budget, such as the Defense Health Program, the commissary
subsidy, or current payments for future TRICARE for life benefits, as discussed above.

FIGURE 4-12: TRENDS IN MILPERS COST PER ACTIVE-DUTY SERVICEMEMBER, DOD TOTAL AND BY MILITARY DEPARTMENT,
FYO1-FY18
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Source: OUSD (Comptroller), FY 2018 Greenbook, Table 6-8, “DoD Budget Authority by Public Law Title (FY 1948 to FY 2018),” Table 6-19, “Army Budget Authority by
Public Law Title (FY 1948 to FY 2018),” Table 6-20, “Navy Budget Authority by Public Law Title (FY 1948 to FY 2018),” Table 6-21, “Air Force Budget Authority by Public Law
Title (FY 1948 to FY 2018),” and Table 7-5, “Department of Defense Manpower.” Analysis by CSBA.
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FIGURE 4-13: MILPERS PAYS AND ALLOWANCES FOR OFFICERS AND ENLISTED PERSONNEL, FY12-FY18
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Source: DoD budget data from VisualDOD. Analysis in Tableau. Pays and allowances include basic pay, the basic allowance for housing, the basic allowance for subsistence,
retired pay accrual, allowances, special and incentive pays, Thrift Savings Plan matching contributions, and DoD’s payment of social security tax on behalf of servicemembers.
Numbers of officers and enlisted personnel are from Defense Manpower Data Center reports of active-duty military personnel by rank and grade, updated monthly, which are
available at https://www.dmdc.osd.mil/appj/dwp/dwp_reports.jsp.
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Changes to Pay and Benefits

As in past years, the PB 2018 proposes changes to military pay and benefits in order to reduce cost growth.

The Trump administration has proposed a basic pay increase of 2.1 percent, the same amount that Congress provided for in FY
2017, instead of the 2.4 percent that would match the nation-wide Employment Compensation Index (ECI), as mandated under
current law. However, in the FY 2018 National Defense Authorization Act (NDAA), the HASC included a larger pay increase of
2.4 percent. The SASC funded a pay increase of 2.1 percent, in line with the administration’s proposal. Congress has historically
raised military pay to at or above the ECI benchmark (see Figure 4-14). For FY 2017, the Obama administration requested a mil-
itary pay raise of 1.6 percent, and Congress raised military pay by the ECI benchmark of 2.1 percent. Since FY 2001, military pay
has overall grown faster than the ECI, while DoD civilian pay has lagged (see Figure 4-15).

FIGURE 4-14: MILITARY AND DOD CIVILIAN PAY INCREASES AS COMPARED TO THE ECI, FYO1-FY18
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Source: OUSD (Comptroller), FY 2018 Greenbook, Table 5-12, “Military and Civilian Pay Increases Since 1945 (1945 to 2022).” ECI annual increases are calculated from
Bureau of Labor Statistics, Employment Cost Index Historical Listing, Volume I1I (April 2017), available at https://www.bls.gov/web/eci/echistrynaics.pdf.
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FIGURE 4-15: COMPARATIVE GROWTH OF $100,000 WITH MILITARY, CIVILIAN, AND ECI RATE INCREASES, FYO1-FY18
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Source: OUSD (Comptroller), FY 2018 Greenbook, Table 5-12, “Military and Civilian Pay Increases Since 1945 (1945 to 2022),” ECI annual increases are calculated from
Bureau of Labor Statistics, Employment Cost Index Historical Listing, Volume III.

Congress enacted major changes to the military retirement system in the FY 2016 NDAA. Following the recommendation of the
Congressionally-mandated Military Compensation and Retirement Modernization commission, Congress added a 401(k)-like
benefit, creating a blended retirement system.® The blended retirement system reduces the defined benefit pension for new ser-
vicemembers in order to provide all servicemembers some retirement benefits via a Thrift Savings Plan, the government version
of a 401(k). New servicemembers who enlist after January 1, 2018 will receive a lower defined-benefit pension upon retirement
after at least 20 years of service. Instead of a 2.5 percent multiplier of the average of the highest three years of pay, the retire-
ment benefit multiplier for new servicemembers will be 2 percent. In addition, all servicemembers will receive a 1 percent salary
contribution to a Thrift Savings Plan, and DoD will match servicemembers’ contributions up to 5 percent. For example, if a

1667 K STREET, NW | SUITE 900 | WASHINGTON, DC 20006 | 202-331-7990 | 202-331-8019 FAX | www.csbaonline.org



servicemember contributes 3 percent of their pay to the Thrift Savings Plan, DoD will contribute 1 percent of their pay automat-

ically and match the additional 2 percent, for a total DoD contribution of 3 percent. DoD’s contributions vest to servicemembers
after 3 years of service. The blended system also includes continuation pay bonuses between the 8" and 12" year of service, and
the option to take retirement befits as a lump sum rather than a monthly payment. Current servicemembers who have served less
than 12 years as of January 1, 2018, can opt into the new system if they wish. All other current servicemembers are grandfathered
into the old plan.

This shift to a blended retirement system reduces the all-or-nothing character of the previous retirement system and ensures
that all servicemembers will receive at least some retirement benefit, although the defined-benefit element is still the larger
element of the expected retirement benefit for those who serve at least 20 years. It is very similar to the “Redux” reduction in
retirement benefits enacted in the 1980s, which also reduced the retirement benefit multiplier from 2.5 percent to 2 percent.
However, the “Redux” plan was made optional before the first tranche of servicemembers who entered under it retired.® For the
FY 2018 NDAA, DoD is asking Congress to alter the Thrift Savings Plan contribution statutory language to allow DoD to continue
to contribute automatic and matching funds to servicemembers after their 26 year of service. Neither the House nor the SASC
version of the FY 2018 NDAA includes a corresponding provision.*

Congress also enacted major changes to the existing TRICARE health plans in the FY 2017 NDAA. TRICARE plans will be con-
solidated into Prime—much like an HMO plan, and the new Select, which will replace the current Standard and Extra PPO-style
plans. Although Congress has typically been reluctant to increase the proportion of healthcare costs that are borne by current
beneficiaries, Congress raised annual enrollment fees for new military retirees who elect to continue their TRICARE coverage
and made various adjustments to the cost-sharing and total out-of-pocket caps.* In the PB 2018, DoD is proposing to end the
grandfathering of the lower TRICARE annual enrollment fees for current military retirees and tier TRICARE co-pays according
to whether the care is received at a military treatment facility, in-network, or out-of-network in order to control costs and en-
courage the use of military treatment facilities. Active-duty family members and their families, medically retired servicemembers
and their families, and survivors of servicemembers who died on active-duty would continue to receive care at no out-of-pocket
cost.’? The House version of the FY 2018 NDAA does not contain DoD’s proposed TRICARE change, while the SASC version
would end the grandfathering of current military retirees.'

In the FY 2016 NDAA, Congress raised pharmacy co-pays by $3 and indexed future co-pay increases to changes in retiree pay,
but Congress rejected tying future co-pay increases to drug costs in the FY 2017 NDAA. In the PB 2018, DoD is requesting higher
pharmacy co-pays and shifting the co-pays to further encourage generic and mail-order prescriptions.* While the House version
of the FY 2018 NDAA does not include any pharmacy co-pay changes, the SASC version includes pharmacy co-pay increases
slightly above the administration’s proposal.’s

Non-Uniformed Personnel

Civilian Personnel

In addition to the total force of 1,314,000 active-duty servicemembers and 815,000 reserve-component servicemembers, the

PB 2018 defense budget requests funding for 771,000 DoD civilians, of which 740,000 are DoD direct hires. DoD civilian direct
hires would make up 27 percent of the overall federal civilian employee workforce in FY 2018.:° In general, the number of DoD
civilians directly employed by DoD has tended to move in concert with the size of the active-duty force (see Figure 4-16). The
overall ratio of active-duty to civilian DoD employees has fluctuated between 2.14 to 1.88 active-duty military personnel to ci-
vilian employees over the past 30 years. However, the ratio has fallen steadily since 2004 as DoD has either more rapidly added
civilians than active-duty forces or more rapidly shrunk the size of the active-duty workforce compared to the civilian workforce
(see Figure 4-17). The ratio of active-duty personnel to civilian DoD direct employees also varies across the military departments.
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Overall, since 2000, the Air Force has had the lowest ratio of active-duty to civilian personnel, with about two active-duty per-
sonnel for each civilian employee, followed by the Army, with 2.2. The Navy has maintained an average ratio of 2.7 active-duty
personnel for each civilian employee since 2000, driven in part by the flat force structure pyramid of the Marine Corps.

FIGURE 4-16: TOTAL DOD CIVILIAN DIRECT HIRES AND TOTAL ACTIVE-DUTY FORCE, FY40-FY18
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FIGURE 4-17: RATIO OF ACTIVE-DUTY TO CIVILIAN DOD PERSONNEL, FY40-FY18
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Source: OUSD (Comptroller), FY 2018 Greenbook, Table 7-6, “U.S. Labor Force.”
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FIGURE 4-18: RATIO OF ARMY ACTIVE-DUTY TO CIVILIAN DOD PERSONNEL, FY40-FY18
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FIGURE 4-19: RATIO OF AIR FORCE ACTIVE-DUTY TO CIVILIAN DOD PERSONNEL, FY40-FY18
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FIGURE 4-20: RATIO OF NAVY & MARINE CORPS ACTIVE-DUTY TO CIVILIAN DOD PERSONNEL, FY40-FY18
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FIGURE 4-21: RATIO OF ACTIVE-DUTY TO CIVILIAN DOD PERSONNEL BY MILITARY DEPARTMENT, FY40-FY18
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Source: OUSD (Comptroller), FY 2018 Greenbook, Table 7-5, “Department of Defense Manpower.”

The Navy, Air Force, Army, and the collective set of defense agencies each have approximately 200,000 civilians as of FY 2017.
The number of civilian DoD employees within each military department and the total of the civilians affiliated with the defense
agencies converged sharply between FY 2013 and FY 2014, when the Army lost 49,000 civilians, the Navy lost 15,000, and the
Air Force lost 13,000, while the defense agencies collectively added 60,000. This apparent reshuffling may have been driven by
the government shutdown at the start of FY 2013 and the FY 2013 sequester, which resulted in eleven unpaid furlough days for
DoD civilians (see Figure 4-22).
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FIGURE 4-22: DOD CIVILIAN EMPLOYEES BY MILITARY DEPARTMENT, FY40-FY18
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Source: OUSD (Comptroller), FY 2018 Greenbook, Table 7-5, “Department of Defense Manpower.”

Contractor Personnel

In addition to Department of Defense civil servants, DoD also employs thousands of contractor personnel to staff DoD offices.
DoD also contracts with various private firms for services ranging from contingency logistics to grounds maintenance. As of FY
2015, about 44 percent, or $75 billion, of DoD’s total contracting obligations went towards various service contracts.” However,
there is very little reliable data describing the scale of DoD’s contractor workforce. In 2015, the Congressional Budget Office,
responding to an inquiry by Sen. Chris Van Hollen (D-MD), could not identify “any comprehensive information about the size of
the federal government’s contracted workforce.”*®
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Balancing the Military, Civilian, and Contractor Workforce

Achieving the right size and distribution of the Pentagon’s activities across the active-duty, activated reserve, civilian and con-
tractor workforce, and contracted services has been a perennial challenge for DoD. In general, the two major arguments have
centered around, first, what proportion of supporting activities should be performed by uniformed servicemembers rather than
civilian employees or contracted out—with a goal of raising the proportion of the uniformed workforce performing combat duties
instead of support functions—and, second, whether DoD can save money or improve efficiency by shifting the tasks performed
to a different element of the overall Pentagon workforce or simplifying and eliminating some tasks. A 2015 CBO analysis found
wide divergences between the Services in whether military servicemembers, civilian employees, or contractors filled positions
that the Pentagon had classified as “commercial.” For example, the Army had uniformed personnel occupying just 10 percent of
positions related to computing and information services, while the Navy, Air Force, and Marine Corps had uniformed personnel
occupying 32 percent, 37 percent, and 42 percent of these roles, respectively. The same CBO report analyzed the relative cost of
the average individual military and civilian employee in specific support occupations and found that the uniformed servicemem-
ber had a total cost to the federal government of $135,200 annually, while the civilian was $39,200 cheaper at a total annualized
cost of $96,000. However, this cost disparity was largely due to the annualized cost of the military servicemember’s VA and
medical disability benefits. For DoD, the civilian’s annualized cost was slightly more than the annualized cost of the uniformed
servicemember in that occupation, at $106,100 compared to $103,400.2°

Congress has periodically legislated on DoD’s workforce mix via the NDAA. In the FY 2013 NDAA, Congress required the Pen-
tagon to create an efficiencies plan to ensure that the civilian employee and contractor workforces were “appropriately sized to
support and execute the National Military Strategy, taking into account military personnel and force structure levels.” This effi-
ciency plan was also required to save money equal to that saved by reductions to military personnel base pay due to end-strength
reductions.? However, this workforce plan and savings requirement was repealed four years later by the FY 2017 NDAA, which
instead mandated an annual report on the management of the civilian workforce and limited the performance of civilian func-
tions by military personnel.? The House amendment to the Senate version of the FY 2017 NDAA attempted to mandate a report
that on the structure and number of both civilians and contractors within DoD.23 However, this provision was not included in the
final bill text to the conference committee.

The House Armed Services Committee’s version of the FY 2018 NDAA includes a provision adding the civilian workforce to a FY
2017 NDAA-mandated report on the Pentagon’s organizational and management goals, to include eliminating or consolidating
unnecessary or redundant functions in DoD, efforts to delayer or reorganize headquarters functions, and force management and
shaping goals.?* The Senate Armed Services Committee’s version would mandate a report on the numbers of detailed and con-
tracted personnel in the Office of the Secretary of Defense and the Service secretary offices and include them in the limitations on
the total number of personnel employed in those offices.?
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