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Initiative level performance was assessed against the key performance indicators (KPIs) associated
with each inilialive and additional measures as appropriate. The interaciions existing between many of
the R2 Program initiatives, combined with the timing of implementation means precise atlribution of
the exact impact of each initialive is problematic. Where appropriate, however, an eslimation of the
affect has been made.

The majority of KPIs that could be measured were achieved. A number of KPIs, however, were
identified as poor measures of performance and the imporlance of setting appropriate and measurable
KPls is discussed.

Key results from initiative level analysis suggest the Critical Employment Category Retention Bonus
{CECRB), Army Expansion and Rank Retention Bonus (AERRB), Army Trade Transfer Bonus (ATTB)
and Navy Capability Allowance (NCA) were successful in influencing the retention of the members
they were largeted at. Additionally, further decreases in separation rates afler the introduction of the
second phase of lthe Graded Other Ranks Pay Scale (GORPS) indicates this initiative had a
substantial and posilive impact on the retention behaviour of those impacled.

Discusslon

A number of issues are raised relating lo the collection of baseline data, setting appropriate and
measurable KPIs and interdependencies between initiatives. Research from ather militaries examining
the effect of cash rewards, such as bonuses, on recruitment and retention has been plagued by similar
issues and results in this area of research arg inconsistent. Whal is commonly accepted, however, is
the shorl-term benefit of such initiatives and the requirement for more holistic strategies to affect
longer-term retention and sustained recruitmenl. A briel discussion around the effectiveness of
bonuses on retention is included and the importance of appropriate and measurable KPIs to the
evaluation and review process is highlighted.

This evaluation identified the concurrent nature of many of the R2 Program initiatives, a number of
which targeted the same or overlapping workforce segments, as the most significantly confounding
factor in evaluating its impact. The period since the first initiative was implemented in Dec 06 has seen
many changes to both the internal and external environment and these are discussed throughout the
report with an emphasis on their effect on analysis and recommendations for future evaluation,

Caollectively these issues are used to support the recommendation for a Retention Assessment
Framework made as part of the Audit of the Compliance and Effectiveness of ADF Retention
Initiatives undertaken by Audit Division.

Conclusion

The R2 Program was implemented during a peried of increased focus on personnel management in
the ADF, with strategies such as Sea Change and Stay Army underway. It was designed to achieve a
specific aim; to grow the ADF workforce by increasing the recruitment and retention of full-time
members. To this end, the R2 Program achieved its goal. Separation rates are well below the desired
10% and enlistment has consistently been above the 6,500 target since FY 07/08.
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Kecy Recommendalion

It is reccommended Defonee, through the PSG, guides and monitors the development of the Retention
Asscssment Framework 10 ensure it meets the requircments set oul in the Audit of the Compliance and
Effectiveness of ADF Retention Initiatives report and addresses ihe methodological issues exposed by this
evaluation.

Additional Recommendalions

Regular environmental analyses of Australian youth programs and youth markets be conducted
in order to assess any potential impact on changes being considered to the size of Defence
Force Cadets,

The departmenl’'s involvement in the TTCP be used to moniter and report the progress by other
militaries relevant to the implementalion and evaluation of bonuses and allowances.

Future initialives designed to increase retention and/or recruitment have the following features
as a minimum:

o clear and well-documented decision-making processes in relation to the reguirerment
for the initialive and alternative options including the cost of doing nothing,

¢ baseline data and the capacily for ongoing data collection,
o identification of potential second order effects,

o appropriate and measureable performance indictors and a resourced and embedded
evaluation and review process, and

o risk management strategies for the transition from the bonus period back to standard
remuneration.
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CHAPTER 1. INTRODUCTION.

The purpose of this repont is to present the resulls of a review and evaluanion of the Australian Defence
Force {ADF) Retention and Recruitment (R2) Program. In approving and funding the R2 Program, the
govemnment of (he day directed the program be subject to a departmental review in financial year (FY)
09/10, and an interdeparimental review in FY 11/12,

This repon constitutes the deparimental review, and is presented in two volumcs. Volume 1 presents a
quantitative analysis of Ihe effectiveness of the R2 Program and its constituent initiatives, while Volume
2 focuses primarily on manageinent and govemance issues. Inevitable, however, ihere is some degree of
overlap betwecn the two volumcs.

The purpose of Volume 1, prepared by Workforce Planning Branch, is to present the results of a
quantitative evaluation of the efectiveness, wo date, of the R2 Program and associated initiatives.

BACKGROUND

R2 Program

1.4

The R2 Program is a series of government funded initiatives designed 10 increase ADF recruitment and
retention.' The R2 Program was approved by the govemment of the day in 2006 and the first iniliative
was implemcnted Dec 06. A timeline showing the implementation date and, where relevant, the end date
for eaeh initiative is included st Annex A. The program consists of 12 scparate initiatives, each designed
1o address agccnfc retention andfor recruitment opporiunities. The initialives and their objectives are
listed below:

a, Reiention Bonuses and Allowances. Shon and medium term remediation measures, designed to
improve relention in eriical categorics and 1argeted ranks and groups, The bonuses and allowances
in¢luded in this initiative were;

(1) Critical Employmen! Category Retention Bonus (CECRB),’
@) Ammny Expansion and Rank Rctention Bonus {AERRB),

{3)  Army Trade Transfer Bonus (ATTH),

(4)  Army Military Instructor Allowance (AMIA),

(5)  Navy Military Instructor Allowance (NMIA), and

(6) Navy Recruit Training [nstructor Allowance (RTIA).

b. Navy Capability Allowance (NCA)." Intermediatc remediation mecasure designed to improve
Navy retention.

c. New Defenee Force Recruiting (DFR) Modcl. Enduring change designed to increase recruitment
through the redesign of recruiiment processes and improved managcment of potential enlistces,

d. ADF Gap Year (GY). Ongoing prograin designed 1o offer young Australians an intreduclion to
the ADF via experiential employment opportunities for up 1o 12 months.

' See Volume 2 of the R2 Review Report for details on the funding, implemenialion and governanee of the R2
Program,
* The first R2 Program initiative to be implemented was the ATTB which was offered from 15 Dec 06 and
cxpired 30 Jun 10,
? Austratian Defence Force Retention and Recruitment Strategy Implementation Plan, Version 2.09 or reporied
by Deputy Dircctor, Recruitment and Retention.

* 1t should be noted, this initiative is commonly referred 10 as Individual Retention Bonus (IRB) within Navy

5 Originally, Sca Going and Submarine Service (Disability) Allowance.
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1.5

1.6

e. Remuneration  Struciure  Reform. Long-term  reform designec! o increase rciention b)‘/
introducing a morc balanced and flexible pay structure, approprialcly recognising members
skills.®

1. Defence Home Ownership Assistance Scheme (DHOAS). Ongoing scheme designed to support

both ADF recruitment and relention by assisting members to achicve home ownership,

g. Enhanced Fleet Support (EFS) and Enhanced Submarine Capabillty (ESC).] L.Ong-lcr!'n
reform designed 10 increase Navy retention by reducing demands on fnembf:rs \_-vhen §h1ps are in
port and providing a tax-cxempt deployment allowance for submariners in line with taxation
rulings on other ADF deployment allowances.

h. Medical Officer Professional Development (MOPD). Ongoing initiative dc§igncd to inereasc
the retention of ADF Medieal Officers by providing additional funding for continued professional
development.

i Marketlng and Service Branding (MSB). Ongoing initialive designed to increase recruilment
via targeted marketing strategies and improving the branding of the three Services.

- Expanding Cadets, Long-lerm initialive designed to suppon recruitment by increasing the pool
of ADF Cadets.

k. Defcnce Technlcal Scholarships (DTS)." Ongoing initiative designed lo support recruitment via
technieal scholarships o year 11 and 12 students with an interest in Defence.

f. Candidate Referral Propram (CRP). Ongoing program designed 1o support recruitment through
the use of a service provider 1o source, screen, prepare and refer to Defence Force Recruiting (DFR)
potential candidates for Defence technical rades.

Key Performance Indicaiors (KPlIs) mcasuring the overall performance of the R2 Program were not
specified a1 the commencement of the program. The aim of the program, however, was to increase the size
of the full-time ADF workforce by iniroducing sirategies designed 1o improve recruitment and retention,
The spexific objectives of the program are listed below:’

a. Reduce the full-time ADF workforce separation raies to less than 10% per annum;
b, Sustain the full-lime ADF workforce separation raics at less then 10% per annum;'
. Increase full-lime enlistment in the ADF (o 6,500 per annum; and

d, Susin full-time enlistmend in the ADF at 6,500 per annum."’

KPls were identified for each of the initiatives assoeiated wilh the R2 Program. A number of these KPIs
have undergone review and ehange since the implementation of the program (see Volume 2 of this report
for more detail). Annex B details the original and current KPIs for cach initiative, Table | in the Reswuits
section of this repon provides a summary of achievement against the KPIs for cach R2 Program initiative,

® This reform initialive was underway when the R2 Program was funded and subsequently implemented. Phase 2
of the Graded Other Ranks Pay Scale (GORPS) was funded from R2 Program monies.

T Qriginally, Sea Change: Fnhanecd Fleet Serviees and Submarine Deployment Allowance.

! Originally, Defence Apprenticeship Sponsership Scheme.

1

¥ Australian Defence Force Retention and Recruitment Strategy Implementation Plan, Version 2.09
Note. The Australian Defence Force Retention and Recruitment Strategy Implementation Plan, Version 2.09

does not identify a quantifiable timeframe for the “sustain™ function of this abjective.
I See footnote 9.
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Rationale for Evaluation

1.7 The approval and implementation of the R2 Program allowed for two mazin points of review and
evaluation; a departmenial review in FY 09/10, and an interdepartimentzl review to be conducted FY
11712, This evaluation eontributes 1o the departmental review of the R2 Program.

RELATED RESEARCH

1.8 The vast amount of employee-relaied research clearly demonsimles recruitment and retention is dependam
on multiple interdependent factors. Faclors influeneing the recruitment of new employces include
perceived organlsahonal fit, job and organisational characteristies, recruiler behaviours, and the recruiting
Process itself.'* While factors relating 1o retention can work fo push“ employees into a decision 10 leave,
of extemally “pull” them in the direction of alternative employment."* The relevani research, however, is
less eonclusive regarding the cffectiveness of cash rewards, such as bonuscs and allowances, on cither the
recruilment of high value employces or the retention of current members. Generally, bonuses and
allowances are undersicod as providing shor-term relief, while longer-term retention and sustained
recruitment requires the implementation of more holistie strategies.'*

1.9  While a dewiled literaure review of recruitment and retention research is beyond the scope of this paper,
the following sections summarise relcvant work in three main areas; evaluating policy, additional R2
Program reviews and findings, and other military research rclating lo cash rewands such as bonuses and
allowances.

Evaluating Policy

1.90 A number of papers and publie lectures have been published recently highlighling the need for improvcd
evidenee-based pollcy making in the federal arena. The Productivity Commission’s 2009 Roundiable is
one such example.' The background paper 10 this Roundiable discussion highlights the need for robust
cvaluation of implemented policy, such as the R2 Program, and soggesits while there is no “gold
standard™ approach, all evaluations need 1o have been established (and resourced) at the commencement of
the policy.

°...the abilty to measure whether lhere has been progress (of not) depends on laking an upfront
decision on whal to measure, gathering basaline data {lhe measurament of initial condilions) and setting
up e syslem (o monilor results...” (p.55).

1.11  Similarly, Banks (2009) highlights the need for all government programmes (w be designed and funded
wilh future review and evaluation processes embedded, specifically (he ideniification and colleetion of
robust baseline daia."® Furthermore, the requirement to formulate appropriate and measurable KPIs is a
key component of any cffective evalvation, The Corporate Leadership Council suggests the organisational
impacts from failing to set valid and reliable K Pls inelude:

a. Hesitant, delayed or inappropriate action;
b, Organisalional mistrust of reports and analyses and loss of credibility: and
C. Overlooked opportunitics for improvement,'”

12 Chapman, D.S., ef al. (2005). Applicant Attraction to Organizations and Job Choice: 4 meta-anilytic review
o the correlutes of recruiting outcomes. Joumal of Applied Psychology 90(5), p.928-944.

Allen, N.J. (2003). Organizational Commitmeni in the Militury: A discussion of theory and praciice. Military
l"sychology 15(3). p.237-253.

“ Wang, Z. (2010). Recrwiting and Retaining Milirury Personnel: An exploration of cush reward programs and
their effectiveness. Technical Panel HUM-TP3. The Teehnical Cooperation Program.
13 Productivity Commission. (2010). Strengthening Evidence-Based Policy in the Australian Federation, Volume
2: Background paper. Productivity Commission, Canberra.
14 Banks, G. (2009). Challenges of Evidence-Based Policy Making. Productivily Commission, Canberrz,

"? Corporate Leadership Council, (2005). The Metrics Standard: Establishing standards for 200 core human
capital measures. Corporate Executive Board, Washington DC.
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Additional R2 Program Reviews

1.12

1.13

Along with single Servicc reponting on the initiatives impacting their own workforces and mandated R2
Program reporting, two additional reviews have been underiaken: an audit of the eompliance and
eficctiveness of ADF retention initiatives by Audit Branch, and a review of the R2 Program and iniliatives
by Noetic Solutions Pty Limited for Head Personnel Policy (see Volume 2 of this report for a detailed
discussion of the results and recommendations arising from (hese reviews).

Broadly, these (wo revicws concluded, due 1o a variety of confounding factors, it was not possible 1o state
with certainty whalt impacl the R2 Program and/or individual initiatives had on ADF recruitment and
recntion. This evalualion goecs someway lo addressing this gap, alihough the extem to which workforce
growth is atiributable to the R2 Program will remain (he subject of further analysis.

Relevant 1o this evalualion, however, are the recommendauons made as a result of the Audit of the
Conmpliance and Effectiveness of ADF Retention Initiatives.” The audit 1ask concluded, as KPls did not
provide sufficient information to draw valid conclusions about (he effoctiveness of the R2 rogram
initiatives, identifying the impact of specific bonuses on retention was nol possible. In consultation with
People Strategies and Policy Group, it was rccommended Workforee Planning Branch, in eonjunetion
with the Services. develop a Relention Asscssment Fromework. The framework would allow Defence Lo:

a. Assess oplions when considering a retention initiative, ineluding but not limited o bonuses; and

b. Measure the impact of retemion initialives on workforee outcomes and capability,

Other Military Research

1.15

A recent paper wrillen for the Technical Cooperation Program (TTCP) notes that while TTCP militaries
- Australia, Canada, New Zealand, United Kingdom, and the United Swuates (US} - all employ
recruiiment and/or retention bonuses and allowances, there has been lile systematic and empirical
research reviewing the cffectiveness of cash rewards on military recruitment and retention.” The paper
makes the point that TTCP militaries identify retention bonuscs as short-lerm micasures due to their
potential negative implications. Such implicalions include, but are not limited to, fostering expeclations
of continuing entitlement, retaining personnel with low commiiment and loyalty, and rising perceptions
of unfaimess (see Hoglm (2009} for a comprehensive review of the application of retention bonuses and
their potential negative impact in the Australian military ecniext).™

The TTCP paper (written for the Canadian Forces = CF) recommends the CF employ an econometric
modelling approach 1o ¢valuate the effectivencss of cash rewards on recruitment 2nd relention behaviours.
Such an approach would need 1o account for both economic and psychological theories. Any research
conductcd in this area has polential benefit for the ADF in planning. implementing, managing and
evaluating its own payment and eessation of shon-lerm bonuses and allowances,

" It should be noted, al the time of this evatuation Lhe audit had not been finalised. A drafi report, however, had
been disseminated and PSI’G had provided their response, agrecing lo the recommendation outlined here,
"* Wang, 2.{2010). Recruiting and Retaining Military personnel: An exploration of cash reward programs and
N;c:r effectiveness, The Technical Cooperation Program, Technical Panel RUM-TP3.

Hoglln P.(2009). The Burden of Bonuses. Australian Army Joumal, VI (1), p.157-178,
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1.17 RAND Corporation recently published the resulis of a research project designed 1o provide information 1o
the US Congress on Lhe numbcr and average amounts of bonuses paid by the US military and on metrics
of bonus performance.”’ In assessing the performance of bonuses in this contex|, researchers used the
following three eriteria:

a. Bonuses must support force management goals;
b. Bonuses must be used flexibly (be able (o be adjusied quickly Lo mcet emerging needs): and
c. Bonuses must be efficient in achieving goals (relative to other resources),

1.18 Resulis from this research concluded, overall cash bouiuses were cffective and cfficient in both recruiting
new members and retaining those currently serving. Interestingly, the paper also suggested bonuses are
always likely 1o be more cost-effective than across the board increases in pay. It should be noted,
however, this rescarch was limiled by a number of confounding factors, specifically in regards (o retention
bonuses, These factors, combined with the inherent difforences between the ADF and the US military
mean results are nol easily generalisable aeross the two populalions. Notwithstanding, the methedology
and cvaluation approach adopted for this research and the diseussions ineluded in the paper regarding
potential alternatives, while outside the scope of this evaluation, raise intcresting questions. Any further
work by Lhe depariment to examine the impact of the R2 Program or similar iniliatives should take these
discussions into account.

REPORT STRUCTURE

119 The following repon is divided in1o five mains seclions:

a. Introductlon. Provides background to the R2 Program, a summary of related research and the
rationalc for evaluation,

b. Methodoelogy. Outlines the methodology employed.
C. Results. Reports program and initiative level results,

d. Discussion. Provides diseussion around resulls, the appropriateness of current KPls and the
confounding factors limiting evaluation. Areas for future research and work are highlighted.

e. Conclusion. Provides a summary of the report and the recommendations drawn from results and
discussion.

I Asch, B.1., ctal. (2010), Cush Incenrives and Military Enlistment, Aurition, und Reenlistment, RAND
Corporation, Santa Monica CA.

.
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2.2

2.3

24

2.5

2.6

CHAPTER 2. METHODOLOGY.

The purpose of this evaluation is lo provide quantitative data and analysis to assis with the deparimental
review of the R2 Program. Results are presented al the program level and against individual it:uualwes.
The evaluation was conducted by Workforce Planning Branch and addressed the following guestions:

a. What impact, if any, did the R2 Program have on ADF workforce behaviour?
b. What impact, if any, did individual iniliallives have on workforce behaviour?
c. Has the R2 Program achieved its siated objectives?

d. Have the individual initiatives achieved current KPis?

(1)  Arecurrent KPIs appropriate?

2) Could the eurrent KPls be improved 1o betler measure performance?
SCOPE

This evaluation will use quantilative data and analysis 10 answer the key queslions listed above. The
evaluation has been designed 1o examineg (he cffectivencss of the R2 Program and initialives against two
broad measures; recruiting achievement and retention behaviour.

This evaluation does not address the efficiency of the R2 Program, nor does it attempt to determine if
bonuses and allowances were set a1 the most cost-effective level required 1o achieve desired results, The
cost-benefit analysis required to determine efficiency of the R2 Program and to identify if initiatives were
sct at optimal levels is beyond the scope of this evaluation.

This evaluation unlises exisling data sources for analysis and reporting. Where addilional data may have
been available but was not sourced, it has been noled,

LIMITATIONS

In assessing the effictiveness of the R2 Program a number of external and internal faclors need to be taken
ino account ineluding the impact of the econoniy, inlerdependencies between iniliatives and Defence's
own internal environment during this period.

Given the timeframe for this evaluation, the advanced siatistical modelling requircd to comro) for at least
some of these confounding factors could nol be undcrtaken. As such, while this evaluation provides some

rigour regarding the cffcet of the R2 Program, it has not been possible to directly ailribule any specific
quantifiable impact 10 any of the R2 inilialives.
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2.7

EVALUATION APPROACH

Given the shor tlimeframe and overall purpose of this evaluation — 10 provide the quantitative evidence
necessary to augment a wider departmental review — advanced statistical modelling was not undertaken.
Rather the evaluation used the following analytic approach:

a.

Evaluation ai the program level examined the available quaniilative data in lerms of:
(I}  Rceruiting achievement,

{2)  Separalion ralcs,

3) Propensity to leave,

) Survival profiles, and

(5)  The overall stirengih of the full-1ime ADT.

Individua) iniviatives were first examined in terms of wheir aehievement against KPIs and secondly,
where applicable, against additional measurable performanee indieators. This approach ensurcd all
available measures of achicvement were aceounted for and enabled a detailed examinalion of the
impact, if any, of iniliatives on workforce behaviour;

Given some of the R2 Propram initiatives were broad in their impaet, and others were targeied a1 a
specific Service, rank and/or employment groups, it was possible 10 deiermine a percenlage change
in separation behaviour that was sharcd across the entire ADF workforee. This observed eommon
change was used as a proxy benchmark to represent the combined eflects of colleciive R2 impacts
along wilh other internal and external factors influeneing the ADF workforce as a whole. Such an
approach enabled identification of the impact on workforce behaviour of those initiatives 1argeting
vulnerable segments of the population.

Uiility of Results

2.8

2.9

2.10

This volume is intended to inform and contribute to the departimental review of the R2 Program. Results
and discussion will be drawn together with the review of 1he governance and implementation of the R2
Program contained in Volume 2 and presented to the People Stcering Group (PSG) for further
Group/Service input before consideration by 1he Defence People Committee (DPC), 11 is anticipated this
combined revicw and evaluation will satisfy the requircments for a deparimemal revicw of the R2 Program
with the nextevaluation being the interdepantmenial review in FY 11/12.

It is also anticipated the resulls and rccommendations presented here will be used to inform Lhe
development of a framework enabling the robusi evaluation and review of fulure personnel iniliatives
within the department.

This evaluation will be madc inlernally available via the Direcloratc of Workforee Intelligence website:

JHinirs - kforceln gency
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3.2

CHAPTER 3. RESULTS.

As can been seen from Annex A, many of the R2 Program iniliatives were implemented concumrently, or
at lezst consecutively, and as a result it is likely the effects of the initialives had a complementary or
cumulative effect on one another. Although this chapler will consider the resulls of each of the R2
Program initiatives for which measurable dala exists, it is uscful Lo first consider the known program level
resulis iu order 10 plaee the initialive results in contexl.

PROGRAM LEVEL RESULTS

Program level resulls can be assessed from the 1wo over-arching R2 dimensions of recruiting performance
and retention behaviour, Both of these dimensions have several measurable attributes which can be
analysed ai the aggregate level, Although some granularity is losy, it is nceessary to consider the overall
impact of R2 a this level before decomposition w the impact of particular initiatives on eenain 1arget
workforee segments. This section will examine program level resulis in terms of reeruiting achicvement,
separation rales, propensity to leave, survival profile, and the overall strengih of 1the ADF.,

Recruiting Achicvement

33

34

Many of the R2 Program initiatives speeifically focussed on increasing recruiting achievement or
developing efficicneies through changes in recruiting proeesses. The objeclives of the R2 Program,
relevant lo recruiting, are;

a, Increase full-time enlistment in the ADF to 6,500 per annum; and

b. Sustain full-time enlistment in the ADF at 6,500 per annum.

As can be seen by Fi?ure 1, these objectives have been met for each full FY the R2 Program has been
implemented to-date.?

Figure 1. ADF Recruiting and Achicvement FY 06/07 - FY 09/10

9,000 - 8,537

8,000 ]
7000 ]
6,000

5000 -

Source: DAR and COSC BTL

A Recr
recneidi

uiling achievemeat as discussed in this report relatcs to the reeruitment of futi-time personnel across all
ng catcgorics (ab-inirio, prior service and lateral transfers), unless otherwise noted.
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3.5 The key measure of recruiting success is recruiting achievement. Recruiting achicverment can be measured
in terms of raw achievement (actual number of recruits) and achievement against wrget (number of recruits
as a percentage of the target). Given variations in recruiting targcts, an analysis of recruiting success may
draw different conclusions depending on which measure is used. In this ease, as can be seen from Figure
1, achievement against target has improved aerosy the three full FY's the R2 Program has been in effect,
although raw achievenent declined.

3.6  Changes in force siructure resulted in rectuiting surges commeneing FY 07/08. As can be seen by Figure
1. sinee this pcriod raw achievement has consistently exceeded the R2 Program objeclive of 6,500,
Recruiting targets, however, have ranged from 6,737 to 8,537 aver the same period. Hence, despite
exceeding the 6,500 enlisiment objective, achicvement against largel has ranged from 82% (o $3%. The
Discussion section of this evaluation highlighis the problems inherent in sciting such narrowly defined
program level abjeetives and eonsidcrs more appropriate measures.

3.7 Finally, the dala presenied here points to further discussion, although outside the scope of this evaluation,
regarding the level of merviting achicvement the Australian population caa sustain in the long-term, and
the incrcases in funding and changes in processes/poliey required 1o affect marginal improvements.

Scparation Rates

3.8 The majority of the R2 Program inilialives were designed o influence relcntion in the ADF and
initiatives targeled both the overall ADF workforce and specific vulncrable workforce segmenis. The
objectives of the R2 Program, relevant to refcntion, are;

a. Reduce the full-time ADF workforce separation rates 10 less than 10% per annum; and
b. Sustain the full-time ADF workforce separation rates al less then 10% per annum.

3.9  As can be seen from Figure 2, ADF separation rales show a general downward trend since mid-07 and

havc been consistently below 10% sinee Jan 09,

Figure 2. ADF 12-month Rolling Separation Rates Jan 05~ Jul 10
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Source: DAR and COSC BTL

3.40  Scparation rales remain one of the most frequent measures of workforce behaviour and, as ean be seen from
Figure 2, ADF separalion rates decreased from 11.3% 1o 7.0% between Jul 07 and Jul 10. As the decrease
in scparation rates commenced in mid-07, not long after the inroduction of the first R2 Program
initiative, and has eonlinued through to present, il is reasonable 10 eonclude the R2 Program has had a

2} . . N . 3 - .
For the purposcs of this evaluation. “separation rate’ refers 10 the 12-month rolling separaiion rate,
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posilive impact on ADF workdoree behaviour. A cautionary note is required here, however. as other
factors, including the ceconomic conditions of the time, may have also played a part in reducing separation
rates. Figure 3 shows 12 month rolling separalion rates for the ADF and key R2 Program and other
significanl evenis.

3.11 Not only has the reduclion in separation rates been observed across the ADF, il is significant that these
reduciions have been exhibited in all Services and all ranks despite some Serviees andfor ranks being
fargeted by more initiatives than others (in order 1o influence Service specifie growih requirements). This
observation is important as several segments of the ADF worldorce were only eligible for the broad
initiatives such as remuneration rcform and DHOAS. This resoll supposts an exiension that broad
initiatives had an impact on reducing scparation rates which may be measurable. Figure 4 shows Service
specifie separation rates and Figure 5 breaks down 1he separation rates 1o Officers and Other Ranks (OR),
for each Serviee. Key observations include:

a. Navy Scparation Rates. Navy separaiion rates decreased 4.1% points fromr 12.3% in Jul 07 w
8.2% in Ju) 10, This decrease, however, was more erratic than obscrved in the other Scrvices with
a significant period of increasing separation raies, panticularly for Officers during the period Aug 08
to Aug 09, This period of increasing separation rates for Offieers is inleresling as it incorporates,
what has come w0 be known as, the Global Financial Crisis (GFC)} and is, perhaps,
eounterintuilive to what would anecdolally be expected 10 occur.™

b. Army Separation Rates. In agpregate, Army separation rates have been decreasing since mid-07,
falling 4.6% points from over 12.0% in Jul 07 to 7.4% by Jul 10. It is interesting 10 note,
however, in the first eight months of these decreasing separation rates, Officor scparations held
relatively steady while OR scparations fell. Significant decreases in separation rates for Officers
were not observed until early 2008,

c. Air Force Separation Rates, Air Force separation rales have historically been lower than either
Navy or Army and this trend has remained eonstanl despite the other Services demonstrating
signifieant decreases in separalion rates. Air Force separation rates decreased 3.7% points from
9.0% in Jul 07 10 5.2% in Jul 10.

3.12 The separation rates for all three Scrvices increased againsi the trend between Aug 08 and Oct 08 before
resuming their decrease, There is no obvious explanation for this simulaneous increasc in seéparation rales
as jt does not appear to eoincide with any R2 Program initiative, anniversary of an initialive, or any other
internal or cxtermal influence. Interestingly, this increase in separations occumed in the months
immediately prior to the peak or siart point of the GFC.

3.13 In rerms of quantifying the ctfect of the reduced separation raws, the deercase from 11.3% in Jul 07
through to 7.0% in Jul 10 represcols a net reduction in separations of almost 4,000 personnel over the
three years. Despite an increase in strength from approximately 51,200 in Jul 07 o 57.800 in Jul 10,
annual separalions have fallen from over 5,700 in FY 06/07 1o just 4,000 in FY 0%/10.

“ For the purposes of this evaluation the GFC is understood as the period between Sep 08, with the collapse of
Lelman Brothers and US Treasury inlerventions, and Sep 09, when GDP declines had slowed or ended in most
advanced world cconomies. See www worldbank. org for detailed coverage and analysis.
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Figure 3, ADF 12 month Rolling Separation Rates Jan 05 — Jul 10: Showing key events
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Figure 4. ADF 12-month Rolling Separation Rates Jan 05 ~ Jul 10 by Service
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Propensity-to-Leave

3.14 One weakness in using separation rates for analysis is these rales 1ypically aggregate results across an
entire mnk or Service. Some retention initiatives, however, were largeted at members in a specific cohort
or rank/s. The Propensily to Leave (PTL) measurement provides the statistical likelihood that an
individual will separate from the ADF given they bave eompleted a panicular lengih of service (LOS).
This measurement provides an indication of when individuals separate during (beir carecr and allows
analysis of whether those initiatives largeting certain ranks have had an impacl.

3.15 Figure 6 shows the PTL in Jul 07 compared with Jul 10. The reduction in PTL at all lengihs-of-service
with exception only to the first four years (a period characterised by the Initial Minimum Pcriod of
Service) shows the extem to which changes occurring since mid-07 have affected separation behaviour,
Although ehanges have occurred everywhere, the PTL in the 8", 12" - 14", 21%, and 22* years
demonstrare the greatest decrease.

Figure 6. ADF Propensity to Leave Jul 07 and Jul 10
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Source: PMKeyS data extracted by DWMFA.
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Survival Curves

3.16 A final measure, usually refcrred to as a survival curve, is derived from the PTL and predicis how many
personuel from a starting cohort remain in the ADF after each year. Figure 7 shows two survival curves,
Jul 07 and Jul 10. As can be seen, there are differences in the survival rales ealculated for each cohon,
with the Jul 07 curve indicaling 29.4% of the cohort will complete their 10th year of Service and only
10.3% will complete 20 ycars. The Jul 10 curve, howevcr, identifies 45.5% of the cohort remaining a1 the
end of their 10" year and 26.4% scrving 20 years. .

Figure 7. ADF Survival Curves Jul 0T and Jul 10
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Source: PMKeyS data extracted by DWMFA.

3.17 Combined, the separation rates, PTL, and survival curves provide an indication of the substantial change
in ADF workforce behaviour sinec Jul 07. Significantly, the change in separation behaviour has occurred
at all rapks and all stages in the career progression of individuals even (hough some initiatives have not
had a wide application. This result may indicaic 1he extent of the impact that R2 Program initiatives
designed 1o have wide application and longer-lerm cffects, such as remuncration siructure reform and
DHOAS, may have had on ADF workforce behaviour,
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ADF Strenpth Incrcascs

3.18 The combination of recruiting achievement and reductions in separalion rates has resulted in an increase

in ADF strength faster than anticipated. As at 30 Jun 10 the Average Funded Sirength (AFS) achievement
through FY 09/10 was 57,696, well ahcad of the required growth path (guidance = 56,434). Figure 8
shows AFS achicvemcnt against guidance for FY 06/07 10 FY 09/10. While the extent to which the
growth is attributable 1o the R2 Program will remain the subject of further analysis, it is arguable primia
facie 1hat the R2 Program was introduced to achicve a specified affect in a given environment, and this
has been achieved.

Figure 8. AFS Achievement and Guidance FY06/07 - FY09/10
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Key Points

The R2 Program objectives, as staled in implemenlation documents, have all been achieved to-date.

Recruiting achievement against target has improved across the three full FYs the R2 program has been in
effect.

ADF separalion rates fell 4.3% from 11.3% in Jul 07 to 7.0% jn Jul 10 and have becn consistently below
10% since Jan 09.

Improvements in retention have been observed for all Services and across all ranks,
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INITIATIVE LEVEL RESULTS

3.19 The R2 Programn, as implemenled, consisted of 12 initatives all of which had specific quantitative KPls
identified. This section will provide a sumtmary of achicvcment against KPIs and, where applicablc,
report against additional measurable performance indicators.

3.20 The interactions existing between many inilialive level results, combined with the timing of ihe
initiatives, means precise aliribution of the exact iinpact of each initiative will remain problematic. An
cslimate, however, of the effect of each initiative is made wherc appropriate, In some instances it has not
been possible to obtain the daia required to report a%ninsl KPls and this has been noled. Table |
summarises performance against KPis for 2ach initiative.”

3.21 Some initiztives, such as remuneration structure reform and DHOAS, were broad in their application and
targeted a wide population from all of the Services, This means it may be possiblc to associate a common
change in separation behaviour which occurred in all the Services to these commen initiatives. The
observed comimen change in separation behaviour was a reduction in separation rate over the period of at
least 3.75% which potentially represents the effect of eommon factors.™ Unfortunately this figure cannot be
atiributed entirely to the common retention initiatives as it also includes the effect of other extemal and
internal factors which atfecied all three Services. such as any potential effects of the GFC.

3.22 This common change in separation behaviour of 3,75% oceurring in each of the Services provides a proxy
benchmark for measuring the effccts of other initiatives which were not cormmmon between the Serviees.
Changes in scparation behaviour above (or below) this benchmark could be autributed (o individua)
initialives which were more specifically targeted at particular workforce segments and were not broad in
their implementation or acceplance.

3.23 The risk in this approach of establishing a benchinark is it makes the assumption that the eommon
initiatives affected the Services equally. We know, however, the age, LOS, and rank profiles of the
Services arc differenl and since the common iniliatives are likely to affect these demographic groups
differently we can also assume the effcts of the common initiatives were not the same between the
Services, As such. there is an unknown degree of crror in this methodology. In the absencc of other
available information, however, il is necessary to at least provide an estimate for further analysis.

2 Intranel website: hitp:/iniranci.defence.gov.au/pspg/sites/ADF RetentionRecruitment provides further details
on many of the iniliatives.

2 Air Force exhibited a decrease in separation rate of 3.75% between Jul 07 ond Ju! 0. Furthermore, the only
retention initiatives Air Force personnel were eligible for was the common GORPS and DHOAS. Navy and
Army exhibiled decreascs greater than this, therefore the combined effects of GORPS, DHOAS and other
commen intemnal and externel influences, are eslimated o be approxiinatcly 3.75%. Changes in separalion
behaviour above this figure represent the influence of a faclor nol ecmmon to all Scrvices. or a dilferent impact
of a catnman initiative on one Service compared with others,

?? 1deally the common change in separalion behaviour would be measured at separate intcrvals, however: lhe
timing of initialives and the lag between the initialive and any effects being observed makes this difficull 1o
interprel any results in a useful manner.
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Achievement 31
R2 Program Initiative KPI 2009-10 Target Mar 10
ADF GY Achieve ADF GY recruiting targets 100% 100%
Achieve target for % of personnel retained in part-time service following 1heir GY Not Identlified 32.9%
Achieve target for % of personnel retained in full-time service following thelr GY Not Identified 31.1%
Achieva target for % of GY members enlisting in full-time service afler studies Not Identified Not Measured
Remuneration Structure
Reform Increase % of ORs satisfied with their pay 40% 51%
Decrease the % of ORs indicating pay was a considerable influence on their decision
to leave ] 24% 29%
DHODAS Number of members taking up scheme 3019 3976
% of members indicating the scheme influenced their decision to remain in the ADF 15% 57%
Reduced demands on ship personnel when in port (baseline on 24 hr duty every four
EFS & ESC days 1:4) 1:5.7 1112
Reduce separation rates for Submariners 10% 4.6%
MOPD Increase average years of service for MOs 2.5 years Under Review
% of MQs who undertake the program " 80% 67%
MSB % of 16-24 yr olds considering employment in the ADF 35% 25%
% of 16-24 yr alds more likely to consider an ADF career as a result of marketing 40% 43%
Number of inquiries to DFR 110,000 82,478
Expanding Cadots Increase cadet numbers by 1000 over 10 years 22,200 21,919%
% of Cadets indicating participation had provided pesitive lifa and employability skills 60% 38.7%
% of Cadets indicating an indication to join the full-time or part-time ADF workforce 65% 42.1%
% of ex-cadets enlisting in the ADF/% of ADF members with previous Cadet
experience 17% Not Available
1] ] Number of scholarships awarded 9% 22%
CRP Propartion of candidates referred deemed eligible for a technical trade in the ADF [ ] [ |
Number of candidates referred . .

¥ [ should be noted, Cadet data is not collected quarterly and the numbers reported here are accurale as at Jun 09,
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.24

As can be scen from Table |, the majority of KPIs that could be measured were achieved. There are,
however, 2 number of cxeeptions most notably those relaling 1o recruitment and Expanding Cadets.
Thesc initiatives arc discussed in more detail in Volume 2 of this report. i1 is worth noting, howevcr,
many of he current KPIs, including those relaiing 10 the new DFR Model and M$1D, require revicw. The
unportance of appropriaic and measurnble KPls is highlighted in the Discussion scction of this
evaluation.

Critical Employment Category Retention Bonus

3.25 Thc.purpose of Army’s CECRB which was closed 10 new enuants from 1 Jul 09, was “10 offer a

3.26

3.27

retention bonus to encourage retention of members and reduce shortfalls in critical trades in the Army”
and consisted of a $25.000 bonus for a 24 month return of service.* CECRB data is not yel available for
detailed analysis however the acceptance rate for each offer was:

a. Mar Q7 offer: 575 poteniially eligible, 354 paid.

b. May 08 offer; 548 polentially eligible, 223 paid.

¢.  Nov 08 offer: 348 polentially eligible, 183 paid.”

As with other initiatives, many personnel who were eligible for the CECRB would also have benefited
from the pre-R2 Program remuneration changes (such as the first phase of GORPS) and isolation of the
cffect of the bonus is difficult. Additionally, several members are known to have rejecied the CECRB in
preference for the AERRB; while members could be eligible for both bonuses they could ehosc 10 accept

only one,

Further confounding the analysis on CECRB is the number of changes which have occurred within
calegories since implementation of the initiative.

are categories which are either
obsolete or have been subject 1o Employment Catepory Reviews. (Ongoing analysis of the effect of
CECRB is therefore compromised for these calegories. Table 2 shows the ealegories which were offered
the CECRB wilh enduring calegories shown in bold.

Table 2. Categories Offered the CECRB

WEF 01 Mar 07 WEF 01 May 08 WEF 24 Nov 08

? pACMAN Chapter 3 Pail 5 Division 20, Army Critical Employment Calegory Retention Bonus,
*® Source: DPP-A a5 at Feb 10,
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The changes in separation rale in the caicgories impacied by CECRB can be measured in comparisen
with other Army categorics. The figures below demonstrate the significant reduclions which have oceurred
in 2] categories ctigible for the CECRB

a, Mar 07 Offer. For the calegories offered the CECRB in Mar 07 the separalion rate decrcased
B.9% paints from 22.7% 10 13.8% in the 12 months to Mar 08. Since Mar 08 the separation e
for these catcgories has continued to decrease and was 9.5% as at | Jul 10. The initial decrease of
8.9% poinis compares favourably with a decrease of only 2.2% points for the remainder of Lhe
Army over the same period.

b. May 08 Offer. For the categories offered the CECRB in May OR the separation rate decreased
1.9% points from 12.3% 1o 10.4% over 12 months and continued to decrease to 5.6% by | Jul
10. This initial decrease of 1.9% points compares favourably to a decrease of 0.4% points
exhibited by the remnainder of the Army over 1lie same 12 month period.

C. Nov 08 Offer. For the categorics offered the CECRB in Nov 08 the scparation rale decreased from
15.1%'to 10.5% over 12 months and continued Lo decrease to 5.7% by | Jul 10, This decrease of
4.6% points cotnpares favourably 1o a 2.2% decrease exhibited by the rest of the Army.

All of the cawegorics offered the CECRB exhibited reductions in separation ratcs greater than the relaiive
Atmy decreascs over the same )2-month period since the respective offer. As at 1 Jul L0, only those
categories offered the bonus in Mar 07 now exhibit scparation rates higher than the rest of Army. The
significant fall in separation rates far below the 3.75% benchmark mentioned earlier implies a strong
retention cffect due o the CECRB.”

The Navy CECRB was a relention bonus paid for a return of service obligation of two ycars largeted at
individuals in a eritical catcgory.”® The amount of bonus varicd depending on the provisions in the
detenmination, which confounds the ability to determine the impact of the initiative. Analysis conducicd
within Navy People Branch indicates of the 395 offers made, 326 were accepled. Of those, 8.6% have
discharged, 3.7% are intending to separale, 34% are still serving under a retum of service obligation
(ROSQ) agreement, and §3.7% have eompleled their ROSQ and remain in Navy."

In a similar discussion 1o that proposed in relation o the AERRB results below, the fact only 82.5% of
eligible members accepled 1he bonus is curious. Given the return of service obligation was only two
years, and there were no penaliies for not canpleting the obligation aside from pro-rata repayment of the
bonus; understanding reasons for the low take-up may be revealing. Althouph the CECRB was targeted,
326 is only marginally higher than the number who would have been expecied 1o siay in the absence of a
bonus if the Jul 07 scparation rate persisted for iwo years. Unless the bonus was targeted al personnel
whose separation was imminent, the cficctiveness of the bonus is questionable.

Expansion and Rank Refention Bonus

The purpose of the AERRD was “to pay a bonus to members in certain ranks o encourage them to serve
longer in those or higher ranks™ and consisted of 2 commencement bonus of $10,000 followed by a four-
year completion bonus of $30,000.** Nowbly, the reduction in separation rates in Anny commeneed at
around the same lime the AERRB anit CECRD was offered. Unlike other Army initiatives, the effects of
AERRB and CECRDB have been enduring since lhe commencemcnt of the R2 Program and bencfits
continue Lo be realised.

1.75% benchmark eannot be used effectively for the May 08 and Nov 08 offers as it applies to the

»ns in separation rate since Jul 07. Although Mar 07 pre-dates the benchmark, the separation behaviour is
able 1o Jul 07 as shown in Figure 3.

MAN Chapier 3 Part 5 Division 21: Navy - Individuals eritical to Navy capability.

provided by Deputy Director Navy Workforce Management Analysis, 16 Aug 10.

MAN Chapler 3 Part 5 Division 19: Anny Expansion and Rank Retention and Completion Bonus.
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333

3234

3.35

Two rounds of offers were made with the first offer in Mar 07 and the sccond, 1argeting those who had
rejected the first offer or subsequenily become eligible for the bonus, made in Mar 08, Of the 4,648
personncl cligiblc in Mar 07, 3,945 were paid the bonus and in Mar 08, 1,223 of the eligible 1,865 were
paid. The combined acceplance rate was 77% which prompts a discussion abuut a low acceptance rate
given the lack of penalties associated with paying the bonus back should the service obligation not be
completed.

Although it is difficuli 1o ascertain what the separalion rate would have been in the absence of AERRB, it
is known (hat this initiative, combined with all other initiatives and internal and extemnal factors:
contributed 10 an overall decrease in separation raie in Anny from 12% in Jul 07 10 7.4% in Jul 10, a
decrease of 4.6%. The common decrease exhibited by all Services was 3,75% implying the non-commen
initiatives, including AERRB, eontributed another 0.85% 1o the overall decrease in Army separation rales
since Jul 07, If accurate, thc AERRB porton of this additional 0.85% reduction would have oceurred in
he eligible ranks of CPL, SGT, CAPT and MA).

An intemal Aniny analysis into the AERRB over its first three years indicales Army has retained between
347 and 515 more personnel than expected if separations had continued at 2007 rates.” The report,
however, also staics this increased retention cannot be attributed to AERRD exclusively.

Army Trade Transfer Bonus

3.36

3.37

338

The purpose of the ATTB was “tw cncourage Army mcmbers in non-technical trades 1o transfer to
technical trades that have critieal workforce shortages™.” The inilialive was closed 10 new entranis from 1
Jul 10 and involved a bonus of $25,000 or $17,500 depending on the category. Analysis on the
cffectiveness of the bonuses is difficult as the irade transfer targets varied considerably between FY 07/08
and FY 09/10, several categories were permitied to over-recruit in FY 07/08 and FY 08/09, and non-R2
Progrem initiatives such as Stay Army and Project Boomerang are likely to have impacted on
achievement.”” Comparison belween pre-R2 Program initiative trade transfer rates are therefore confounded
by concurrent inilialives occurring during the same period.

Combined with the CECRB {which targcied personnel alrcady in some of these categories) and reduclions
in separalion ratcs, many establishment gaps have closed in the calegories offered the ATTB. Alihough

some categories continue lo cxpericnec personnel deficiencies, by Apr 10 all cateporics targcted through
ATTD had been removed from the Armi Critical Catcioi List. and only ﬂ

remained on the down-graded Serious Category List,”

Table 3 shows the wrade transfer achievement against the target baiwecn FY 07/08 and FY 09/10
inclusive. The variation in the targel and achicvemnent is cvidenl and no comprehensive conclusions on
trends ¢n be drawn. The data, however; ineludes all rade transfars and may inelude personnel not
eligible for thc ATTD.

3 DWMFA-A Repon 03/10. Three-Year Updare of the Anolysis of the Army Expansion and Rank Retention
Bonus. Direciorate of Workforce Modelling Forecasting and Analysis, Canberra.

3% PACMAN Chapter 3 Part § Division 23, Army Trade Transfer Bonus.

» Stay Ariny is an iniliative aiined at retaining Army personnel in the ARA, Ariny Reserve or Siandby Reserve
hip://intranel.defence.gov.aw/arnyweb/sites/STAYARMY/

¥ Since implementation of the initiative ECN 405 has been re-designated ECN 665.
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Table 3. Trade Transfer Achievement Against Targets for ATTB Categories

Category A (achievement/target) 0708 08/09 0910 Total
0/0 0/4 1 1/5
7/6 IS 1% 1117
S50 45 /8 15/13
41 1¥5 9/10 26116
Category A Total 167 20/19 17125 5351
Category B (achievement/target) 07/08 08/09 09/10 Total
813 813 1817 31/43
o2 112 3 47
212 36 2i4 T2
26015 19/20 21/23 66/58
Category A Total 36/32 /41 41147 108/120

Source: Soldier Training Information Generator

Army Military Instructor Allowance

3.39

3.40

The AMIA was a $5,000 allowance paid 10 gualified personnel *10 offer incenlive paymenlts lo members
who complete 12 months in military instrucior posiliOns"." The allowance ¢cased from 1 Jul 09 aftcr
1,454 of the 1,721 eligible members accepied the bonus betwecn 1 Jul 07 and 1 Jul 09 {an additional 393
temporary instruclors received a pro-rata payment).

The medium-term affect of the bonus on retention is not able 10 be measured as personnel posled as
military insiructors retum o employment in their original category. Although 91% of military instructor
positions wcre filled beforc expiry of the scheme, aecurate atiribution to the initiative is not possible due
to the changes in Army workforce, including an overall increasc in strength over the period. As with
many other initiatives it is also likely eligible personnel were also eligible for olher retention initiatives,
There have also been no follow-on studies of bonus recipients to indicate whether the bonus affected Lheir
decision 1o underiake employment as an instructlor, or incrcase their satisfaction for those who were
already employed as instruciors.

Navy Military Insiructor Allowance

KIS |

The NMIA fell under the same determination as the AMIA. As with the AMIA, the medium-term affect of
the bonus on retention is not able to be measured as personnel posted as military instructors return lo
employment in Lheir original ealegory. At this slage there ts no data available wilth which to analyse the
cflect of the NMIA other than to examine how many posilions/billets were filled before and during the
allowance. This measure, however, 1§ subjcct 10 a variety of influenees including siructural changes in
calegories, posting priorities, and the overall strength of Navy,

Navy Recrult Training Instrucior Allowance

342

The RTIA was a $10,000 allowance paid “to Navy members who complete 12 months of duty as a
recruit training instructor™.™ The allowance was siilar to the NMIA and recognised insiruclors in more
deinanding appoiniments than NMIA. This initialive is also unable 10 be analysed further as there is
insufficient data ai this siage.

»* PACMAN Chapter 3 Pact § Division 25: Military Instructors Scheme and PACMAN Chapter 3 Part 5
Division 28: Military Instruclor on Temporary Duty.
”PACMAN Chapter 3 Part 5 Division 24: Navy = Reeruit Training Instructors Scheme.
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Navy Capability Allowanec

3.43

3.44

3.45

3.46

3.47

The NCA was aimed at retaining expetienced Navy personnel and had relatively broad application across
sailor ranks; the allowance ceascd for new applicants from 1 Jul 10. The allowance included different
schedules for general sailors and submarniners with (he sailors receiving a commencement of $6,000,
additional $6,000 afler six months, and a final $12.000 afier a further six months. Submariners received a
commcnsfmenl of $15,000, additional $15,000 afier six months, and a final $30,000 afier a further six
months. = Of 5,174 eligible personnel, 4,183 applieations for the bonus had becn received.

As this was the mos! signifieant R2 Program initiative for Navy in addition 10 the broad ADF initiatives,
it is possible Lo estimate an impatl noting the remainder of the ADF had only ongoing initialives active
(with exception 1o the small CECRB). Over the 12 months from Apr 08 1o Apr 09 the combined Air
Force and Army OR separation rale fell from 10.3% 10 10.2%, a modest decrease of just 0.1% poinls. Yel
the Navy OR rale el from 13.2% to 12.4% over the same period, a decrcasc of 0.8% points suggesting a
potential impact of as much as 0.7% points.

in real terms, an impact of 0.7% points on Navy OR suggesits around 70 fewer scparations than would
olherwise have been expected. It is known, however, a mnuch larger nurnber of sailors had revoked their
discharges. Unforlunarely, the Graded Other Ranks Pay Scale (GORPS) was inlroduced at the lime the
eompletion bonus was payable hence the revoking of discharges is most likely 2 response lo lhe
combined effects of GORPS and NCA and not just NCA. This also means NCA offtrs after Apr 08 would
be affocted by over-lapping initiatives and even the initial offer would have been impacted due to the
eonscculive implementation GORPS.

An analysis of the NCA 1akc-up rate of 86.2% can lead to differing interpretations. Although high, the
take-up rate raises the question of why 11.8% did not zcccpt the bonus given the non-exisience of
penaltics (aside from pro-rawa repayment).? As the Navy OR separation rate at the commencement of the
initiative was 13.2% il appears the take-up rate may not necessarily have made inroads into the separating
population. The separation behaviour of those personnel not accepting the bonus requires detailed
analysis in order to inform fuwre bonus initiatives.

Unlike AERRUY, CECRDB and the instructor allowances, the NCA may resull in a surge in separation
behaviour if the fundamental propensily to leave in individuals has not been changed, but simply deferred
by one year. Any incrcases in separalion behaviour resulling flom a diminishing effect of the combined
GORPS and NCA inilialives may commence 12 months after the last offer which was made in Jun 10,

New Defenee Force Recruitment Model

3.48

The New DFR Modc! was designed 1o incrense recruitment through the redesign of recruitment processes
and the improved management of pelential enlistees. This initiative is discussed in more demail in
Volume 2 of this reporl. 11 should be noled, however, many of the KPIs associated with this initiative
rather than measuring achievement (i.e. increases in recruitment) monitor performance of the process itself.
The imponance of setiing appropriate and mcasurable KPis is highlighied in the Discussion section of
this evaluation. The KPls associated with this initiative should be amended to accurately measure the
oulcomes of the initiative and enable evaluation rather than monitoring the minutiae of the process itself,*

 Defenec Force Remuneration Tribunal Determination No 9 of 2008, Navy Capability Allowanee.
hutp:/fintranet.defence.gov.au/navyweb/sitess DNEC/docs/Signed_Navy_Capability_Allowance_9_Apr_08.pdf
* Data provided by Deputy Diirector Navy Work force Management Analysis, 10 Aug 10,

I Note, however, ihe KPIs relating 10 candidale timc in process and conversion rates are bascd directly on the
objectives of the iniliative as approved by Cabinet and reflceted in the R2 Program Implementation Plan. While
these KPls are not ideal in measuring sirategic performance, from a governance perspective these KPIs are not
oplional.
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ADF Gap Year

3.49 The aim of the ADF GY is lo provide young men and women with a meaningful experience that allows
them to gain a better undersianding of the opportunities available to them in the ADF.* The initiative
provides young Australians who have recently completed school the opportunity 1o experienee military
iraining and Itfestyle in the ADF for up 10 one year. The cuicomes of the GY initiatives are addressed
separately in Evalnvation Report: Evalnarion of the Australian Defence Fore Gap Year Program
prepared by Noetic Solutions Ply Lid for Head People Policy Apr 10: the key conclusions include:

a. The ADF GY was successful in meeling its primary objeciive of providing young Australians
with experiential service in the ADF;

b. The ADF GY provided panticipants with an enjoyable and challenging expericnce, enabling them
gain an understanding of ke opportunilies available 1o them within the ADF and return 10 their
communities with a positive aititude of their experienee and a willingness 10 rccommend the ADF
friends and family; and

c. The ADF GY be retained but reduced te 5% of fulltime enlistment targets and current KPIs be
replaced with a new suite of KPIs designed to better measure and monitor the ongoing impact of
the GY on recruitmeni and the ADF workforce.

Remunceration Structure Reform

3.50 The remuneration structure rcform was one of the initiatives which had o brosd target and affecied the
Serviees approximalely equally. In general, all personnel received an increase in salary, albeil a different
increment, and the initialive is now a condition of service.” After the implementation of GORPS, all
three Scrvices exhibiled a faster decrease in scparation rates than had previously been observed.

3.51 Unlike other retention initiatives and previous remuneration incrcases such as the Graded Offieer Pay
Seale (GOPS) and the first phase of GORPS, the second phase of GORPS (that funded by R2 program
monies) occuired at a time when other relention initialives were well eslablished and ‘the effect on
rctention would most likely have already been realised or diminishing. This means decreases in
separation rate in the 12 months afier the implementation of the second phase of GORPS ceuld be largely
atiributable 1o the effect of GORPS. Decreascs for cach of the Services in the 12 months from GORPS
was:

a. Navy (Apr 0% - Apr 10): 3.4% points from 12.4% 10 9.0%.
b. Army (Jun 09 - Jun 10): 3.9% peinis from 11.6% 10 7.7%.
c. Air Force (May 09 — May 10): 1.5% points from 6.8% 10 5.5%.

3.52 11 should alse be noted, the second phase of GORPS was implemented during the GFC, and period of
economic uncertamly may have had an impaet on the retention behaviour of those 1argcied by GORPS,
Despite this, scparalion rates conlinued 19 dececase for all three Services for another seven months after the
Australian economy began its reeovery.

3.53 Figure 4 suggcests the effct of GORPS on RAAF OR was nol as great as that exhibiled for the other
Services. It is also noted, however, RAAF separation mates were already low and it is possible the
marginal retention infiatives required to reduce Air Foroe separation rales further is greater than that of the
other iwo Services.

* DI(G) Pers 5-10, Ausisalian Defence Foree Gap Year, Canberra, 2008,
* PACMAN Chapter 3 Part ): Salaries
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Defence Home Ownership Assistance Scheme

3.54 The aim of DHOAS is to improve ADk retenlion rales, by making home owncrshrp casier for members
in 1oday's competilive housing market.*® 11 is likcly DHOAS, as a broad and ongoing initiative, is now
considered a condition of service. Unfortunately its affect on relention cannot be adequalely separated from
other broad initiatives, especially since its implementation occurred at approximalely the same lime as
remuncration struclure reforms. However, there are somce indieations of a potential effect in eertain key
demographics.

3.55 The PTL (Figure 5) identified significant decreases in the propensily of personncl [0 leave the ADF in the
8* and 12° years (amongst others). These milestoncs alse occur at a umc when lhcrc is an mcrcasm;,
DHOAS enlitlement. Again, auribution of the decreases in PTL in the 8" and 12" years 10 DHOAS s
not possible wilh the dala available. As a1 30 Jun 10, 21,175 subsidy certificates had becn issued and
12,084 loans had been drawn suggesting the initialive is ai least attraclive and likely (o have some
relention affect, although a detailed analysis of those in the scheme is warmanted.”

Enhanted Fleet Support and Enhanced Submarine Capability

3.56 The objective of the EFS initiative was to reduce the demands on Navy personnel when ships are in port
by utilising contract staff lo underiake support services. The initiative, which is difficult to incasure of
itself, created a subordinate initialive known as the Minimum Duty Waich (MDW), MDW is credited
with allowing betwecn two and four additional leave days, per person. 1o be taken during the Christmas
08 holiday period.*

3.57 The objective of the ESC iniliative was to provide a tax-exempt deployment allowance for submariners in
line wilh taxation rulings on other ADF deployment allowances. This iniualive received Prime
Ministerial approval Feb 05 and implementalion began immediately.

Medical Officer Professional Development

3.58 The MOPD initiative is aimed a1 enhancing or mainuining compelencies gained lhrough the MO
Specialist Officer Carcar Structure via participation in professional developmen! activities.™ Assessing the
cffectivencss of the initiative is not possible as (here is no ability to determine what would have happened
in the absence of Lhe iniliative. As a result, the only KPJ available is an indication of the use by MOs of
the funding available, While only 44.1% of the funding available for the initiatlive was used in FY 09/10,
foedback from Joint Health Comimand indicales approximately B0% of MOs aceessed the funding to some
degree, however, fow were able 1o spend their complete entitlement.” As with GORPS and DHOAS, il is
likely this initiative is now constidered a condition of service,

** See hup:f/www . dhoas. gov.au/www/himl/497-averview.asp

" Defence Home Qwner Assistance Scheme Act 2008, No 27 of 2008, 1D C2010C00452. Available from
www.comlaw. gov.au

** Subsidy certificates are valid for 12 inonths. As such, although 21,175 subsidy ccrtificates were issued, a small
number of individuals nay have been issued a second certificate if they had not drawn the loan during the period
of the first cenificate,

* Review of the Austrafian Defence Force Rerention and Recruitment Straregy, Noetic Solutions Pry Lad,
Canberra, 2010 p 65.

Y pACMAN Chapter 3 Part 5 Division 26: Mcdical Officers professional development finanefal support scheme,
See also DI{G) Pers 5-17 Mcdical Officer Professional Development

5! Feedback received by Deputy Director Recruitment & Retention from SO1 Medical Officcrs, Joint Health
Command, 20 Jul 10,
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Marketing and Scrvice Branding

3.59 This initiative was designed 19 increase recruilment via targeled marketing strategics and improving the

branding of the three Services.”? This initiative is discussed in more detail in Volume 2 of this report, It
is wotth, noting, however, while inquiries fall short of the targel set in the KPIs for this initiative,
feedback from DFR suggesi inquiries are not below year-to-date intemal larg(:ls.’l It would appcar prudeni
the KPs for this initiative arc reviewed lo ensure Lthey are consistent with current wargets.

Expanding Cadets

3.60

361

3.62

This initialive was designed 1o support reeruilment by inereasing the pool of ADF Cadeis from arcund
22.000 w0 23,050 over len years and is discussed in more detail in Volume 2 of this report. It should be
noted, however, the Hickling Review of Defence Force Cadets made several recommendations aimed at
eflicieneies within the management of cadels which would eventually increase participation.™ As many of
these recommendations, including the merging of Cadet Policy Branch with Reserve and Employer
Support Division, have only been implemenled since 09 it remains 100 early to comprehensively analyse
the effectiveness of any changes in increasing cadet numbers. Feedback from Vice Chief of the Defence
Force Group, however, indicates substantial progress has been made since 2009, with cadet numbers
currently 579 above rargel.”

Given, however, Lhe reasonable assumption that in many of the loeations where cadet units are represenied
there will also be numerous other youth organisations, the capacity for growth in cadet numbers should
be subject o further review, including an environmental analysis of wider youth programs.™ Auracting
greater numbers 10 cadets requires a degree of market competitiveness for those with a propensity 10 join
the military, in a youth environment where such competition is generally unpalatable,

Whilst it is acknowledged the youth participating in cadets have a high propensity to join 1he military, it
is also feasible their panicipation indicales a pre-existing inlerest in the ADF. That is, young people may
join eadets because they are already pre-disposed to a career in the ADF ralher than developing this goal
as a result of (he scheme, As such. increasing the size of cadets will only increase the numbers flowing
through 10 the ADF if the scheme is able to attract additional youth with an original propensity o join.
This does nol lesscn the importance of the cadet scheme in facilitating a transition to the ADF of those
youth with a high propensiry o join; rather it questions Lhe practical ability of the scheme to increase
bath its own numbers froin this population and 1hose of the ADF.

M See hiip:/fintranet.defence.gov.au/pspg/siles’f ADFRelentionRecruitinent
%) Feedbaek received by Deputy Director Recruitmenl & Retention from Director Recruiling Plans and
Govemance, 29 Jul 10.

* Hickling, F.. Woodroffe L., & Winner T. (2008). Keview of the Anstralion Defence Force Cadets Scheme.
Canberra, Avaoilable:

hip:/www.defence gov.au/dpe/cadeireview/documents/ADFC_Review_Final_Reporn_Nov_2008.pdf with
Responses to recommendations:
hup://www.defence.gov.au/dpe/cadetreview/documents/Review_Recommendations.pdf

% Feedback received by Deputy Director Recruitment & Retention from Deputy Head Cadets, Reserves and
Employer Support, 29 Jul 10,

** Qther programs competing for youth, which may also aceommodate those with a propensity to join the
ilitary include the Scouting and Guide movements, PCYC, adventure clubs, tcam and individual sporting
clubs. hup:/fwww.youth.gov.awDocuments/Y oungPeopleRepon.pdf
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Defenee Techniczl Scholarship

3.63 The purpose of the DTS was (o in¢rcase the technical trade reeruiting pool by sponsoring year 11 and 12

studenis who are interested in an ADF carcer to stay al school and study subjects that make them eligible
for tcchnical rade employment.” Year 11 recipients receive $2,000, paid over two scmesters and
successful Year 12 students receive $3.000, paid over two semesters, There is no obligation (o join the
Navy, Anny or Air Force afler finishing school, Five hundred and sixty scholarships werc awarded in
2009 and 700 in 2010, Current KPIs for this initiative do nol adequalely measure performance and should

be reviewed and amended lo enable (he evaluation of the impact of this initiative on the 1echnical vade
recruiting pool.

Candidate Referral Program

3.64 This initialive was designed to suppon recruilmeni through the use of a service provider lo source,

screcn, prepare and refer to DFR potential candidates for Defence lechnical 1rades. This initiative is
diseussed in more dewil in Volume 2 of this repont. Although not aitritutable 10 the CRP, it should be
noted DFR report improvements in lechnieal (rade recruitment, with achievement against target for

Permanemi Force General Entry (Technical) rising by 16% trom FY 08/09 0 above 95% for all three
Services.

Key Points

The majority of iniliatives achieved cument KPI[s.

All of Lhe categories offered the CECRB exhibiled reductions in separation rates, in the 12 months
following_ the offer, greater than those observed for the remainder of Army over the same period. This
result implies the CECRB was suceessful in influencing the reiention of the members 11 was targeted ar.

Analysis suggesis the AERRB had a positive impact on the retention of members at the ranks of CPL,
SGT, CAPT and MAJ.

Although difficult 10 quantify the exact contribution of the ATTB, all eategories targeted by this initiative
have been removed from the Amy Critical Category List and only two remain on the down-graded
Serious Category Lisl.

Resulis suggest NCA had a positive impact on the retention behaviour of Navy OR,

KPls associated with the New DFR Model do not accurately measure the performance of the iniliative and
should be reviewed and amended 1o enable more accurate evaluation of this initiative.

Further decreases in separation rates, across all three Services, afler implementation of the second phase of
GORPS suggest this initiative had a subsiantjal and positive impact on the retention behaviour of OR.

*? For details on application and process see: htip://www.defencejobs.gov.au/education/dis/
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3.65

3.66

.67

168

SUMMARY OF RESULTS

Strength data clearly shows the ADF has increased in strength since the commencement of the R2
Program. Nol only has the ADF separation rale decreased from 11.3% to 7.0% in just three years, the
Service seporation rales, rank scparation rates and propensity to leave figures all show that the decrease
has occurred in almost every demographic. Additionally, recruiting performance has shown consistent
improvement in achievemen! againsi targets over the last threc FYs contributing 1o Lhe strength incecasc
of the ADF,

Although program level resulis clearly show a change in the workforce and its behaviour, the exlent 1o
which this change can be attribuled to the R2 Program alone remains unclear. The impact of factors such
as Operational Tempo, changing demographies (including superannuation scheme membership), and the
GFC eould all have contributed to ebserved ehanges, Similarly, the individual impact of the R2 Prograin
initiatives remains ambiguous ar best,

In some cases an cffect of initiatives can be derived, albeit indireetly. For example, dala suggests the
AERRB and NCA have had their own discreet affect on separalion behaviour in addition 10 the effect from
broad raching initiatives such as GORPS and DHOAS. Although estimated, the effects nay not
necessarily be due to AERRB and NCA in isolarion but rather an interaction between these iniliatives
and other initiatives and factors.

The resulis presented in this chapter have, to a large exient, been compiled from data sources existing
prior 1o the implementation of R2. Although the implementation of concurrent initiatives combined with
internal and external faxctors was always likely 10 confound analysis, the absence of structural processes to
capture and report on exch of the initiatives has fonther disrupted an ability to determine he effectivencss
of the RZ Program. Although KPIs were determined and outlined in the implementation plan. o dedicated
process for the capiure and reporting of relevant data was not developed, thercfore; the true impact of some
initiatives will most likely never be quantified.
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4.2

4.3

4.4

4.5

4.6

CHAPTER 4. DISCUSSION.

The R2 Program was implemented during o period of increased focus on personnel management in the
ADF, with strategies such as Sea Change and Suay Army underway. It was designed 1o achieve a specific
aim; to grow the ADF worldorce by increasing the recruitment and retention of full-time members, To
this end, the R2 Program achieved ils poal. Separation rates are well below the desired 10% and
enlistiment has eonsistently been above the 6,500 target since FY 07/08,

Determining the inagnitude of effect the R2 Program had on the ADF workforce and identifying the
coniribution of individual initiaiives has. however, proven problematie, A number of issues have been
raised relating lo the colleciion of baseline data, selling appropriate and measurable KPls and
inierdcpendencies baiween initiatives. Research from other militaries examining the effect of cash rewards,
sueh as bonuses, on recruitment and retention has been plagued by similar issues and results in this area
of research are inconsistent. What is commonly accepted, however, is the shori-term benefit of such
initiatives and the requirement for more holistic strategies 10 affect longer-term retention and sustained
recruitmenl,

This chapier of the report provides a brief discussion around the effectiveness of bonuses on retention and
highlights the importance of appropriate and measurable KPIs to the evaluaiion and review process.
Collccrively these issues are used to support the recommendation for a Retention Assessinent Framework
made as part of the Audir of the Compliance and Effectiveness of ADF Retention Initiufives underizken by
Audil Division.

This evaluation idcrtified the concumrent nature of many of the R2 Program initiatives, a number of which
targeted Lthe same or overlapping workforce segments, as the most significantly confounding factor in
evaluating its impact. The period since the first initiative was implemented in Dec 06 has also seen many
changes to both the internal and external cnvironment, including the economy and employmeni markels
and policy-driven changes within the ADF, such as the reducing number of DFRDB members. These
confounding factors are discussed in this chapter with an emphasis on their effeet on analysis and
recommerdations for any fulure evaluation.

RETENTION BONUSES

As previously mentioned, research examining the effect of financtal incentives, such as bonuses, on
reiention has produced inconsisient results. Additionally, much of the relevant lilerature is from the US
where condilions of service and other environmental factors are different from the ADF. In the Ausiralian
context, delailed analysis of the cifectiveness of bonuses is scarce, Given, however, there were eight
bonuscs implemented as pan of the R2 Program some discussion seems warranied.

There are a number of polential second order effects rom introducing bonuses that have been documenied
in both the Australian and overseas literature, These effixts include, but are not limited 1o, the ercation of
inequitable wark value remuneration structures, variation in cohort sizes, disruptions to force structure,
inereased in time-in-rank, increased competition for promotion and postings, and the development of
bonus expectations.™ It is critical, therefore, that any financial inccnlive scheme is both targeted 10 o
specific audience and monitored for overall effect.”

* Hoglin, P. ). *The Burden of Bonuses®, Anstralion Army Journaf p157, Canberra, 2009.
% Major General {Reid) Darry Nunn, Review of Anstralion Defence Force Remureration 2001, Depariment of
Defence, Canberra, 2001, p126.
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4.7

4.8

4.9

4.10

4.1

4,12

The bonuses implemenled as part of the R2 Program were designed to retain vulnerable segmenis of the
ADF workforce while longer-torm initiatives, such as DHOAS, GORPS and other non-R2 Program
straicgies had time to influenee retention behaviour. The decision processes and rationale behind payment
schedules, however, have not been well doeumented and are ineonsistent beiween sehemes with similar
objectives. Bonuses within the R2 Program were applied across one, two or four years, and had different
payment schedules ranging ffom up-front poyments, progressive payments, and commencement /
completion payments.

Although reasonable flexibility should be permitled 1o cnable bonuses (o be targeled in the appropriate
arcas (and at the appropriale times), a solid understanding of the benefus of the various implementation
methods should first be achieved. This would allow maximum return on investment and a maximising of
the intended effect of the bonus. Any future programs underiaking the payment of a bonus should take into
aceount recent research from the US and the discussions in TTCP lilcratre and apply a robust framework
o support the lifespan of the process; from decision-making through implementation, moniloring and
evaluation.

KEY PERFORMANCE INDICATORS

Seuing appropriate and measurable KPIs and collecting the baseline data required to cvaluate against
them is eritical to 1he review process. In many inslances it has been difficult o c¢valuate the truc
performance of R2 Program initialives and indeed the program overall due 1o the poor quality of the KPLs.
The narrowly defined and fixed numbers of the R2 Program objeclives arc counterproductive to the
inherently fluid narure of ADF strength targets. Similarly, setting a “sustain™ objective for both
recruitment and retention without having a quantifiable timeframe against with to measure this aim leaves
evaluation open to subjective assessment.

In setiing KPls a number of considerations need 10 be taken ino accounl, predominately that they
mcasurc performance not proecss and that the performance measured esn be quannfied, has associated
baseline datz and 1he capacity for continued data colleetion. It is also eritical the performance being
measured can be influenced by the program or initiative with which it is associated. For example, the
MOPD initiative was designed 10 in¢rease the retention of ADF MOs by providing additional funding for
continued professional development. As ¢an be seen below, its associated KPIs, however, do not easily
measure this end-stale:

a. Increase In avcrage years of service for MOs. This KPP is currently under review as “years of
serviec” is somewhat ambiguous for MOs, depending on the point in their training and/or carcer
they enlist. A more appropriate KPl should measure the direct impact of the initialive on MO
retention and in this case collecting both baseline and ongoing data on the number of MOs Jeaving
and citing a lack of opportunity/resources for professional development as a rcason for their
termination would have greatly aided evaluation;

b. Pereent of MOs who undertake the program. This KPI is o measure of availability,
opportunity and inlerest and does not measure the impact of the initiative on the separation
behaviour of MOs.

The KPls associated with the New DFR Recruiting Modecl are anolher example of how evaluztion is
hindered by inappropriate measures. While the first KP[ associated with initiative (Increase the percent of
overall full-tiine enlistment largels achieved) may reflect the outcome desired, the remaining KPls
monitor ILIDC performance of the proeess itself and not the performance of 1he initiative in achicving it
objectives .

Undertaking a eomplcte review of the KPls associaied with the R2 Program iniliatives appears warmanted
in light of the imminent interdepartmental review in FY 2011/12. It should be noted, however, amending
KPIs at 1his stage of implementation inpacis any capacity for longitudinal evaluation. If what is being
measured, howcver, does not allow for robusi evaluation, any longitudinal resulis have already been
eompromised.

*? See footnote 43.
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METHODOLOGICAL ISSUES

Internal Factors

413

414

415

4,16

417

Multliple Bencfits. The iinplementation of the suite of initiatives that comprised the R2 Program
resulled in a subslantial proportion of members potentially bencfiting from more than onc R2 Program
initialivc at any given lime. For example, members benefiting most from changes 1o remuncration, duc to
their rank or career stage, may also have becn cligible for a retention bonus and a higher DHOAS
enlitlement; in effect a triple-benefit. Additionally, this same group may also have been approaching
eligibility for extant benefits such as the Military Superannuation Benefis Seheme (MSIS) retention
bonus. Idemifying the initiative of most impact is problematic, although as detailed in Chapler 3, this
evaluation posits salary-based remuneration initiatives had the greatest ongoing influence on all workforce
scgments.

Pre-R2 [Initlatives. Additional confounding factors in identifying the cffectiveness of many of the R2
Program initiatives, particularly retention initiatives, include the many non-R2 Program remuneralion
changes occurring prior to the formal commencement of the R2 Program, such as GOPS and the initial
phase of GORPS. Iu is likely impacis on the ADF workforce from these initiatives would have continued
through the implementation phase of the R2 Program and, withoul advanced statistical modelling, it is
not possible 1o account for the differing impacts of various initiatives.

Supernnnuatlon Membershlp. The period since the commencement of the R2 Program has also seen
the superannuahon profile of the ADF change. Prior to 2008 the majomy of personnel reaching their 20"
year of service were members of the DFRDB scheme, a scheme in which there was significant financial
benefit in reaching 20 years. Since 2009 this dynamic has changed and from 2010 the majority of
personncl completing 20 years will be MSBS members. These wo segments of the ADF workforce
currently behave very differently, with 21.8% of DFRDB members Icavmg in their 20™ year of service
compared with just 4,1% of MSBS members." This observed difference in retention behaviour occurs in
the same demographic benefitting from bonuses, recciving a significant DHOAS increment, and eligible
for the MSBS retention bonus.

Concurrent Non-R2 Program Inltlatlves, New Gencration Navy, Stay Army and Project Boomerang
are among several initialives aimed al increasing the length of service, retaining, retraining, or re-hiring
ADF personnel. While thesc initiatives complement and reinforce several R2 Program inilialives, they
confound the abilily of analysts Lo auribule an effoct 1o any single initiative,

Lagged Effects. This evaluation has made the assumption most tnitiatives resuit in an observable
workforce impact shortly afler implementation, While this may be a2 sound generalisation, i1 is worth
acknowledging the feasibility of lagged cffects. These can take scveral forms:

a. Anllclpation Lag. Retention initiatives are rarely anncunced without the workforce 1o whom they
are targeled having prior knowledge of their implementation. This is especially lrue of
remuneration-based iniliatives, 11 is possible personnel may defer any separation decision untit
they have obtained a grealer awareness of the impact of the initialive, in some cases this may result
in separaiion decision being delayed by several vears. This can be exhibiled in data by a redugtion
in separalion rates before the initiative commences (there is some evidence of this prior 1o
GORPS).

b. Positive Delayed Lap. Any positive cffects of inilialives may 1ake several months 1o be evident in
data. Recruiting initiatives arc the most likely to suffer from a delayed lag alihough separation
rates may also take time to exhibit an effeer.

“ DWMFA-A Repon 05/10. Effect of a Decline in Serving DFRDB Menibers, Dirtetoraie of Workforee
Meodelling, Forecasting and Analysis, Canberra,
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c. Nepative Delayed Lap. Nepative lags, oflen associaled with seeond-order negative effects of
initiatives may lake several ycars 10 become evident. These negarive effects are ofien difficult o
associale with the original cause due 10 the passing of time but may include such examples as a
sudden inerease in scparation behaviour afler the completion of a return of serviee obligation,

External Factors

4.18

4.19

Economy. Allhough the GFC may have contributed 10 maintaining the momentum of separation rae
decreases, i1 is nol curtently possible to identify its impac! on separation rates over and above other
coniributing faclors. While the relationship between scparation rates and the wider economy — speeifically
unemployment rales — is well documented in overseas litcrulure, the same relationship ts not evident in
the ADF, Recent swdics conducted by Workforce Planning Branch show ambiguily in the relationship
between uncmployment rates and ADF atirition. The continued collection of separation dawa will add 10
this body of knowledge. Similarly, conirolling for other variables suspected to affect attrition may also
enable the relationship between the economy and ADF separation rates to be more firmly established.®
Unemployment rales may not be the most effective economie indicator against which changes in the ADF
workforce are measured, and work is currently underway within Workforce Planning Branch explering the
use of aliernative indicalors and measures. .

Operatlonal Tempo. Although not exicrnal to Defence, operational tempo is external to the workforce.
Where operational tempo is associated with changing workforce behaviour it may obscure the effects of
relention initiatives. either positively or negatively. Wark is currently underway in Workforce Planning
Branch examining the impact of operations on retemion. The first phase of this project, a scoping siudy,
has been finalised and work on defining and scoping the main swdy has begun.

Concurrent [niliatives and Interdependcncies

4.20

4.21

While this evaluation, in order to meel its objcctives and timcframe, has considered initialives
independently, this may have resulted in the incorre¢t atrribution of effects. Ut is likely, for example, the
effxcliveness of NCA was enfianced by the implementation of GORPS. Likewise, ihe combined benefil to
the ADF workforce of both DHOAS and GORPS is feasibly greater than the individual auributable
impact of either initiative alone. Similarly, DFR have reported the performance of the New DFR Model
was substantially affected by the additional enquiries generated by the MSB initiative.

The effect of introducing a large number of retention and recruitment strategies over a shon period of 1ime
cannot be separaled from the cflect of the program overall. [t is nol possible 10 conelude with any
confidence that any one initiative would have achieved the same results withoul 1he added influence of the
remainder of the program. As such, the implementation of multiple retention initiatives targeting the
same population scgments at the same time needs lo be carcfully considered for an overall effect.

2 DWMFA-A Repon 04/10. Effects of the Economy on Arnty Separation Rates. Dircclorate of Work{orce
Modelling, Foreeasting and Analysis, Canberra, See also

up:ffwww rha gov.au/publicats letin/2010/mar/
3 Review of the Australian Defence Farce Retention ond Recruitment Straregy, Noctic Solutions Pty Lid,
Canberra, 2010 p 42,
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4,22

4.23
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FUTURE RESEARCH

The issues discussed above all highlight a2 common theme; the need for methodelogical rigour in
providing the evidence required 1o make, implement and evaluate good policy. The background paper to
the recent Productivity Commission Roundtable made Ihe following key point:**

“Evidence-based policy requires more than good policy formulation methodologles and dala. i requires
institutional Iramewarks that encourage, disseminate and defend good evaluation, and thal make lhe
most of oppovtunilies o learn.” (p.iv).

In conjunction with PSPG. 1he following recommendation was made as pan of the Auwdit of the
Compliance und Effectiveness of ADF Retention Initiatives:

a. Workforce Planning Branch, in conjunction with the Scrvices, develop & Retenlion Assessment
Framework. The framcwork would allow Defence to:

(1)  Asscss options when considering a retcatien initiative, including but not limited 10
bonuses; and

(2)  Measure the impact of retention initiatives on workforce outcomes and capability.

The requircment for such a fmmework is highlighted by the difficulties encountered in evalvating the R2
Progrom. The program achieved its objecrives, the majority of the initiatives achieved their KPls and yet
it is not possible to quantify the magnitude of any individual cffoct on the ADF workforce. The
development and implementation of a framework such as the one described above would go a long loward
addressing the issues highlighted in this paper.

* produciivity Commission. (2010). Strengthening Evidence-Based Policy in the Australian Federation, Volume
2! Backgrownd paper. Productivily Commission, Canberra.
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5.4

5.5

CHAPTER 5. CONCLUSIONS AND RECOMMENDATIONS.

CONCLUSIONS

The R2 Program was implemented during a period of increased focus on personnel management in the
ADF, with strategies such as Sea Change and Stay Army underway. It was designed to achieve a specific
aim; 1o grow lhe ADF workforce by increasing (hc recruitment and retention of fulllime members. To
this end, the R2 Program achieved i1s goal. Separation rates are well bclow the desired 10% and
enlisiment has consistently becn above the 6,500 target since financial year (FY) 07/08.

The purpose of this evalualjon was 1o provide quantitslive dala and analysis to assis| with ihe
departnental review of the R2 Program. Resulls werc presented at the program level and against
individual initiatives, The overall aim of the program was 1o increase the size of the full-time ADF
workforce via Lhe specific objectives lisied below:

a. Reduee 1he full-time ADF workforce separation rates 1o less than 10% per annum;
b. Sustain the full-time A DF workforce separation rates at less then 10% per annum:
c. Increase full-lime enlistment in the ADF to 6,500 per annum; and

d. Sustain full-time enlisiment in the ADF at 6,500 per annum.

Swrength data clearly shows the ADF has increased in sirength sinee the commencement of the R2
Program. Not only has the ADF separation rate decreased from 11.3% 10 7.0% in just three years, the
Service scparation rates, rank separation rates and propensity to leave figures all show thal the decrcase
has occurred in almosl every demographic. Additionally, recruiting performance has shown consistent
improvemenl in achievement against targets over the last three FY contributing 1o the strength increase of
the ADF.

Key results from initiative level analysis sugges: the CECRB, AERRB, ATTDB and NCA were suceessful
in influencing the retention of the members they were targeted at. Additionally, further decreases in
scparalion rates afler the introduction of the sccond phase of GORPS indicales this initiative had a
substantial and positive impact on the retention behaviour of those impacted.

More broadly, issucs have been highlighted regarding the evaluation and measurement approach of the R2
pragram. For examnple, the scope 10 improve performance indicators any baseline data to provide the most
robusl assessmenl of specifie initiatives and overall program objectives, The key features of an cifective
evaluation program have, in tum, becn identified, particularly lo assist the aims of the Retention
Assessment Framework, as recommended by Defence Audit Division in the Audit of the Compliance and
Effectiveness of ADF Retention [nitiatives report.
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RECOMMENDATIONS

Key Recommendation

v It is recommended Defonce, through the PSG, guides and monitors the development of the Retention
Assessment Framework to ensure it meets the requirements set out in the Audit of the Compliance and
Effectiveness of ADF Retention Initiatives report and addresses the methodological issucs exposed by this
evaluation,

Additional Recommendations

»  Regular environmental analyses of Australian youth programs and youth markets be conducted
in order 1o assess any potential impact on changes being considered to the size of Defence
Force Cadels.

. The depainment's involvement in the TTCP be used to monitor and report the progress by other
militaries relevanlt lo the implementation and evaluation of bonuses and allowances.

. Future Initiatives designed to increase retention and/or recruitment have the following features
as a minimum;

o clear and well-documanted decision-making processes in relation to the requirement
for the initiative and allernative options including the cosl of doing nothing,

o baseline data and the capacity lor ongoing data collection,
o identification of potential second order effects,

o appropriate and rmeasureable performance indictors and a resourced and embedded
evalualion and review process, and

o sk management strategies for the transition from the bonus period back to standard
remuneration.
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EXECUTIVE SUMMARY

The ADF Retenlion and Recruitment (R2) Program was approved by Cabinet in December 2006 and
(he 2007-08 Budgel, with the aim of expanding the ADF from around 51,000 full-time personnel in
2005-06 to 57,000 by 2016-17. The targel size has since been amended to 58,000 upon further
modelling of workforce requirements.

New funding of $3.1bn was allocaled over a ten-year period to a range of initiatives aimed at
increasing enlisiment from 4,700 per year to around 6,500, and reducing the annual separation rate of
around 11 per cent to below 10 per cent.

In approving the program, ithe government of the day directed that the program be subject lo a
departmental review in 2009-10, and an inlerdepartmental review in 2011-12, This report conslilutes
the departmental review, and is presented in two volumes: (1) quantitative evaluation, and (2)
management and govemance review.

The purpose of Volume 2 is to present and assess the resuits of several sludies of the management of
the R2 Program that have been conducled to date, and make recommendations based on the
collective outcomes of lhose studies.

Conclusions

This volume draws a number of conclusions, as detailed in seclion 7. Overall, the review concludes
that the R2 Program was inlroduced to achieve a specified effect in a given environment, and il has
been successful in this. In terms of meeting Key Performance Indicators, the majority of R2 initiatives,
inciuding all the retention measures, have also been successful.

in relation to program management and governance, the review concludes that as time passes
reporting on achievement against the budget allocated by Cabinet is growing increasingly difficult and
of limited value, although moniloring and reporting on workforce oufcomes remain of continuing
relevance {(and are achieved through HRMeS and other reporiing mechanisms as well as via the
current R2 regime). It proposes that new governance and reporting arrangements could be developed
such that each R2 initiative is incorporaled into Groups’ and Services’ "business as usual” rather than
continuing under a centralised program managemenl approach, noling that many will cease soon,

Finally, the review concludes that although it would create some ditficullies in longiludinal
comparisons, Defence would be belter positioned for the 2011-12 Interdeparimental review if all
initiative KPiIs and baselines were reviewed and revised.

Recommendations

The review makes three key recommendations:

Key Recommendation 1

It is recommended that the 2011-12 Interdeparimental review mark the end poimt of R2 as a program. In
preparation, governance and rfeporting mechanisms for each initialive should be developed by the responsible
Group or Service {supporicd by PSTG), with the aim of ceosing distinet R2 reporting by the cnd of the 2010
calendar year,

An additional recommendation arising from Key Recommendation 1 is that, under guidance from
central APS agencies, Defence cease R2 expendilure reporting while incorporaiing performance
reposing at a mare stralegic, outcome-orienled level into existing quarterly workforce reporting, and
conlinuing to report R2 initiative KPIs via HRMeS.

Key Recommendation 2

It is reccommended that PSPG conduct a full review of all initiative KPls and baselines as soon as possible, so as
1o ensure sufficient dala is available in lime for the 2011-12 Inlerdepanmental review. The excreise musi
maximise continuity wilh existing data. KPlg tnust be practicable to collect and valid in measuring cach
initiative’s effeet, so as to both (i) be sustainable by Groups/Services and (if) contribute uscfully to the
Interdepartmental review.
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In retation to the implementation of future workfarce initiatives:

Key Recommendallon 3

PSPG is lo work with the Service Groups to develop and implement a Retention Assessment Framewark within
the Defence People Strategy, which can be used to:

- evaluate oplions and pricrities for retention initialives, particularly bonuses, under consideration;
and

- measure the impact of retention initiatives {(versus other faclors) on relention outcomes and
Defence capability.

An additional recommendation arising from Key Recommendation 3 is thal within the framework, cost
effectiveness assessments should be undertaken for all future relention initiatives — noting however
that cost-effectiveness is unlikely to be the sole design criterion.

Further recommendations relating to lessons learnt for the implementation of fulure workforce
iniliatives are:

(i) in order to both minimise duplicated spending and enabla valid evajuation and attribution
of outcomes, future workforce initiatives should be designred and implemented such that
overlaps between targef groups are minimised; and

(i)  bonuses should only be introduced as part of a strategy that pays conscious attention to
what happens next, with a focus on non-remunerative solutions.

A number of additional recommendations are made in relation to specific R2 initiatives. In relation to
the New Defence Force Recruitment Model, Defence Force Recruiting is engaged in continuing efforts
to improve performance through better pipeline management, and 1o replace the current interim
service contracl with a more long-term arrangement. ln doing so, it is recommended that the two
strands of aclivity are not conducted in isolation from one another.

Noting that the Medical Officer Professianal Development {MOPD) iniliative consistently underspends
its budget, it is recommended that Joint Health Command investigate other uses for unspent funds
that are consistent with the objectives of MOPD, and thal measures of relention effectiveness for both
the cument and new strands of MOPD are implemented.
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CHAPTER 1. INTRODUCTION

In approving the ADF Retention and Recruitment (R2) Program in 2006-07, the govermment of the day
direeted that the program be subject 1o 2 departmental review in 2009-10, and an imerdepartmental review
in 2011-12.

This report constitutes the mandaled departmental review. [t aims lo bring logeiher data and analysis
from a number of sources o evaluale the program’s performance Lo date and recommend any adjustments
necessary.

The report is presented in two volumes, Volume ) presents a quantilative analysis of lhe cffectiveness of
the R2 progrum and its eonstiluent initiatives, while Volume 2 focuses primarily on management and
govemnance issucs. However, Lhere is inevilably a degree of overlap beiween the lwo volumes.

This volume of the rcpore will summarise and assess the findings of rclevant sludies and research
conducted o date, before drawing conclusions about selected individual initiatives. It will then discuss
govemance issues, outline conclusions at both the program and iniliative levels, and dmw oul lessens for
the management of other People programs in Defence. Finally it will make recommendations aboult ihe
management of the current R2 Program and seclected individual iniuiatives, about considerations in the
design and implemenlation of future similar programs, and about work required to develop Workforce
Planning Branch’s measurement
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CHAPTER 2. HISTORY OF R2 PROGRAM

Retention and Recruitment Program
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2.4
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2.6

The R2 Program was approved by the government of Lhe day in December 2006 and the 2007-08 Budget,
with the aim of expanding 1he ADF from around 51,000 full-time personnel in 2005-06 to 57,000 by
2016-17. The 1arget size has since been amended 1o 59,000 upon further modelling of workforce
requirements.

New funding of $3.1bn was nllocated over a ten-year period 10 a range of initiatives aimed at increasing
enlistinent from 4,700 per year to around 6,500, and reducing the annual separation rate of around 11 per
cent io below 10 per cent.

The overall approaeh was a simple onc. Financial ineeniives were introduced quickly, with a view (o
stem the immediate outflow of members. This was intended to buy time during which more substantial
reform could be undertaken, in both financial and non-finaneial dimensions.

In implementing the program. a leam of around ten people headed by a Brigadier was eslablished 10
coordinate the development and approval of proposals, finoneial amangements, project responsibililies,
governance amngemenls ctc. The team, known as the Retention and Recruitment Implementation Siaff
(RRIS), developed a eomprehensive Implemenwtion Plan specifying govemance amangements, project
milesioncs and inlcrdependencies, resources, risk inanagement (reaiments and performance measures. “The
plan was agreed by both Defence siakeholders and refevant authorities within the Department of Prime
Minister and Cabinet.

Afler approximately 18 months, once implememation activilies were largely on track, the lcam was
disbanded. One EL1 officer (Deputy Dircctor, Retention and Reeruitment — DDRR) was assigned 1o
ensure subsequent implementation proceeded in linc with the Implementation Plan and to underake
residual moniloring, reporting and govemance activities. DDRR now provides monthly oral updates o
the Personnel Stecring Group (PSG) and quarterly writlen reports to COSC and the Ministers.

The R2 program consisted of the fallowing approved initiatives:

{nitial finaneial incentives

a, Army Relenlion Bonuses and Allowances — increasing retention of serving members with critical
trades, skills and/or experience. Includes Army Expansion Rank Rewention Bonus. Army Critical
Employment Category Retention Bonus, Army Trade Transfer Bonus, and Army Military
Instructor Allowance.,

b. Navy Retention Bonuscs and Allowances — increasing retention of serving mcmbers with critical
trades. In¢ludes Navy Critical Employment Category Retention Bonus, Navy Mililary Instrucior
Allowance and Navy Recruit Instrucior Allowanees.

Early Navy attempts to secure additional staffing io support a systemic approach lo the
implemenlation of its R2 measures were largely unsuccessful (with the exception of
additional ADFGY-N staff). As a resull, despite the best efforts of the staff involved, Navy
may not have gained the maximum possible benefit [rom initiatives such as bonuses.

c. Enhaneed Submarine Capability (originally Submarine Deployincmt Allowance). As originally
implemented, this initiative provided a deployment allowance for submariners. However, a
number of faclors including changing deployment patterns for submarines meant that fewer
submariners than planned were reeciving the bonuses, and the effoct was therefore less than hoped.

Consequently, the approach was rcviewed, and the funding supplemented 10 introduce new
initialives aimed at: redueing the hours submariners are required lo work when alongside
(Subwaich); enhancing intemal and cxiemal submariner recruitment cfforts; and enhancing
submarine crews with additional members.

d. Navy Capability Allowance (originally Review of Sca Going and Submarine Serviee (Disability)

Allowance) - encouraging greater propanions of Navy personnel to continue service by provigion
of monetary incentivcs,
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Longer term reform — relenlion measures

e. Remuneration Structure Reform — through GORPS Phase [I, imreducing a m}lch simplcr,imqrc
balanced and more flexible pay framework that will enable the ADF 1o appropriatcly recognise us
members’ skills through the pay sysiem.

f. Defence Home Ownership Assistance Schcme - providing ADF members with improved
assistance 10 achieve home ownership.

g. Enhanced Fleet Support — reducing demands on RAN personncl when ships are in homepoft by
utilising contraet staff 10 undertake support services. Sinee initjal implementation, a second
element has been introduced to this initiative — the introduction of soflware agross the flect (o
streamline personnel administration processing.

h. Mcdical Officer Professional Developmemt — providing enhaneed financial support for medical
officers to attend professional devclopment aclivities and acquire additional skills and
qualifications appropriate Lo their military carcer path.

Recruitment Measures

i Refarm of Defence Force Reeruiting (DFR): Job Options Scrvice — encouraging retention and re-
enlisiment through access 10 independent remuneration and carser advice aboul realistic
opportunilies for employment in the ADF and expeciations for ransitioning to the civilian world.
Implementation has been shelved over the period 2008-09 1o 2013-14, providing SRP savings.

J- Reform of DFR: Financial Adviec Scheme — providing independent finaneial advice 1o all
members with specific advice available for personnel in receipt of bonuses to enable members to
make informed financial decisions. This initiative has since been cancclled, providing SRP
savings.

*

Reform of DFR: New Recruitment Model — improving recruitment achievement through a more
candidate-focussed, streamlined and cfficient recruiting process.

Markcting and Scrvice Branding — raising awarcness and marketing reach of the ADF and
individual Scrvices to a wider pool of people, thus increasing the ability to positively influcnce
the community on the ADF as a carecr option.

m.  Defence Technical Scholasship. Originally conceived as the Defence Apprenticeship Sponsorship
Programme, providing opportunilies for young Australians to underiake sponsored community-
based training for up 10 two ycars prior to enlistment in the ADF. Howcver, there were significant
policy bamiers to implementing it in this forn, and it was recast as a scholarship program for
studemis undertaking technically-orienicd subjects in years 11 and 12. There is no obligation on
the recipients of a scholarship 1o join Defence at the completion of iheir siudics, although they are

encouraged hrough (he provision of visits and other ADF-oriented activities 1o consider a irade
carcer in the ADF.

n. Candidate Referral Program — using a serviec provider 10 source, screen, prepare and ooy
candidates for Defence technical trades.

0.  Expanding Cadcis - increasing opporiunities for participation in the ADF cadets program, which
is traditionally a strong source of ADF rccruits,

p. ADF Gap Year (ADFGY) — providing young Australians who have recently completed school the
opporlunity 1o experience military training and lifcstyle in the ADF for up to one year,

R2 Review Report: Volume 2



Perforinsnce measurement — originsl and amended t2rgets

2.7

2.8

2.9

Program leved. At the most fundamental Jevel, the R2 Program was introduced 1o achicve growth in the
fulltime ADF workforce. The wrpet at the time was 57,000 by 2016-17. Changes 1o the ADF’s sirtegic
1asks duc 1o the 2009 White Paper and Strategic Reform Program have Jed 1o revisions lo the growth
plan, and the larget is now over 59,000. Figure | below presents both sets of annual targeis, as well as
achievement lo dale.
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Figure 1: ADF Average Funded Strength (AFS) targets and achievement

As at 01 May 2010 AFS achievement was 57,537, well shead of the required growth path. While the
exten? to which the growth is autribulable (o the R2 Program is the subject of ongoing study due for
completion in August 2010, it is arguable prima facie that the R2 Program was inlroduced to achieve a
specificd effect in a given environment, and it has been successful in this. Volume 1 of this review
conlains a more comprehensive discussion on this subjeel,

Initlative level. In addinon to updating the growth targets for the program overall, a number of changes
have also becn made to the performance imeasures for individual initiatives. These changes were made as
capericnce showed that some measurcs were impossible or impractical to collect, or that new measures
would provide a more genuinc indication of performancc. Given that the process for setling the KPIs in
the first place involved compromise betwcen action areas, the RRIS team and the Dcpartment of Prime
Minister and Cabinct (PM&C), it is not surprising that some KPls proved suboptimal in practice and
that further work on the KPls and targets is stil) required. Notably, when questioned in June 2008 on the
process for amecnding KPlIs, PM&C advised that il was purely a Defence matter and no further PM&C
involvemenl was needed.

Annex B lists the original and rcvised KD(s for each initiative, while Annex C summariscs achicvernent
against the KPls for each iniialive as a1 31 Mar 10. By and large performance indicators are being nel,
with the following cxceplions.

a, Expanding Cadcis. Cadel numbers are esscntially required 1o grow by 100 per year over a 10
year period, from 22,000 to 23,000. Instead 2008-09 performance was 21984 and cument
performance 21,919 (against a targel of 22,200) ~ a smatl but consistent decrcase, It is worth
noting that cadet daia is not collected quaricrly, and the March 2010 figure daics back 10 June
2009. Sincc this snapshoi. the June 2010 figures have been produced, and show a dramatic
wurnaround. There are now 22,879 cadets, exceeding the June 2010 1arger of 22,300 by almost
600.

b. New Defence Force Recruitment Model. There is mixed performance against lhe
various KPIs for this initiative. Perhaps most importantly, percentage achievement of
tecruiting targets is at or near ten year highs, and aithough it is not currently amongst the
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KPls for this initiative, the cost per recruit of enlistment is low. Ar the bouom line, this
initiative has been a success.

However, sccondary KPls include processing times and enquiry/enlistment ratios, and the new
model has not resulted in improvenientis in these dimensions. 1t is wonh noling that both these
quanlilies could reasonably be expecied to detcricrale given the recemt period of high enquiry rates
and falling targets. On the other hand, despite their process-oriented focus, they are not
insignificant as they dircetly reflect goals of the initialive as approved by Government and recorded
in the R2 Implementation Plan.

To address these issues, DFR is tnvestigaling mechanisms 1o tmprove ideniification of priority
rceruiting candidates and matching of qualiry candidaes with the recruiling targels eurrenily
available. This includes the implementation of an Enquiry Management package of 11 projects
focused primarily on the filering and migration of candidates into the Service Delivery Modcl. [t
also includes the ongoing development of pipeline management strategies Lo inprove processing,

Marketing and Scrvice Branding. While the percentage of young people more likely o ¢onsider
an ADF carecr as a resull of adventising is strong, both the number of young people considering
ADF jobs and the number of active recruitment enquiries are below targetl. In relation 1o the
number of young people considering ADF jobs, further analysis of the survey resuhis has shown
that the figure excludes respondents who would eonsider an ADF job jn the future. When these are
taken into aecount the target is substantially exceeded (46% against a target of 35%).

Noting that the dgour of the original process for seiting performance largets left something to be
desired, the number of enquiries is not a significant issue for the time being, given the large
numbers currenily in the recruitment pipeline. However, it coincides with a handback of $9m of
the 2dvertising budget in 2009-10 and an SRP mandaie to save a funher $11.9m over the forward
estimates period. Ongoing moniloring and occasional corrective action will be neeessary 1o cnsure
that momentum is not lost as economic conditions improve and aliernative employcrs become
increasingly compelitive.

Defence Technical Scholarshlps. Although many schools registered interest in the program,
only around half the planned schelarships were awarded in 2009-10 owing to a small number of
applications. Although this representcd a substantial improvement on the previous year (the first
time the scholarships had been offered), it was nonetheless somewhal disappointing noting that the
eligibilicy crileria had been broadened.

Noting that the program is in its infancy, il is perhaps not surprising thal the full quota of 1500
scholarships annually has not been achieved to date, and the targets might have been more
realistically set from the beginning, Nonctheless, work is being undenaken to identify ways to
further improve performance. DFR also advises that it will monitor DTS winners who
subsequently apply to join the ADF, although robust data will not be available for a further 12
months. Both strands of research are eritical in cnsuring the program achicves its intended
outcomes.

Candidate Referral Program. Ahhough the CRP target is - referrals per year, a tolal of only

referrals are recorded since the conwact was cstablished in November 2007. The service
provision amangemcal has two contractors providing overlapping services. which topether with the
pipeline management issues outlincd above have resulted in systemie problems. Noting thal the
current contract wilh the CRP provider expires in Noveinber 2010, DFR cfforts to develop a mare
appropriate coniraetual arrangement arc imporian! and timely.
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Other

2,16
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2.18

Audit Division. A number of studies have been underaken to dale that are ol relevance in
assessing the performance of the R2 program. Originally initiated in November 2008, though
subsequently re-scoped and begun in eamest in ApriliMay 2009, Audit Division undertook an
audit of the retention bonuses offered under the R2 program, in paricular:

- The accuracy of cost capture and financial reporting of these bonuses;

- The oulcomes of the initiatives and whether the measures of initiative effectiveness are
adequate; and

- The accuracy of bonus payments.

Recommendations focussed largely on the development of common policies on the design,
implementation, monitoring and evaluation of bonuses.

Noetic Solutlans Pty Ltd. iIn February-May 2010, Noetic underlock a wider study of the R2
program, contracled by People Stralegies and Policy Group (PSPG) specifically in order to
confribute to this review. Quicomes from the study will be discussed below, bul it is important to
nate that it had to conclude before key findings from relevant quantitalive analysis being
undertaken by Workforce Planning (WP) Branch were available.

PSPG studies. Additionally, work conducted by WP Branch and Army has examined the
effectiveness of the AERRB on ARA separation rates. This analysis compares what would have
happened, had lhe initiatives nol been implemented, against what aclually occurred (ie
expected separation rates versus aclual observed rates),

Finally, work is currently at a very early stage within PSP Group on len Foundation Projects to
enable the delivery of a consistent, sustainable and affordable people capability for Force 2030,
A number of the projects will have a bearing on relention and recruilment performance, with
some having the potential o completely reshape the context within which retention and
recruitment efforls take place. Key amongst these is work in WP and Personnel Policy and
Employment Conditions {PPEC) Branches to improve Delence's total employment offer and its
remuneration strategy respectively.

Dcfence workforce reform programs

The R2 program is not the only cluster of workforce reform projects under way in Defence, and
aspects of the experience gained in implementing and managing R2 should be applicable in
other contexts.

The While Paper People Iniliatives comprise 27 projecls acress all Services and most Groups,
worth a lotai of $2.6bn over ten years and commencing in July 2009. By comparison with R2 it
is somewhat smaller in expenditure but bolh the budget and responsibility for implemenlation
are distributed more widely across Defence, resulting in greater complexity. But unlike R2 no
program office was established to coordinate implementation activities. Pethaps as a result,
monitoring and managing the program are now problematic, particularly with regard to financial
aspects.

Related examples include the Workforce and Shared Services (WS33) and Non-Equipment
Procurement (NEP) streams of the Sirategic Reform Program (SRP). Each also involves activity
across all Services and Groups, and has a range of workforce reform elements. Small
secretariats have been established within PSPG and Defence Supporl Group (DSG)
respectively to undertake program managemeni tasks; otherwise responsibility for monitoring
implementation is more devolved than R2 was al the equivalent stage.
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CHAPTER 3. FINDINGS AND RECOMMENDATIONS OF STUDIES

Audit Division

3

3.2

33

34

The August 2010 Audit Division report on R2 retention bonuses found the following:

a, Linkage and common use of R2 bonys measures - the retention bonus performance
measures are a mix of strategic and operational level measures. Some measures are not
linked directly to the retention bonus outcome.

b. Identifying the impact of specific bonuses on retention — the measures do not provide
sufficient information to draw a valid conclusion about the efectiveness of the R2
retention bonuses.

c. Design and setting of retention bonuses — there is no Defence policy to guide
consideralion of the impact of variations in the amount or conditions of a bonus on
effectiveness.

d. Cosl effectiveness assessment - there has been no assessment of the cost-effectiveness

of the bonuses since lheir implementation.
The draft report made four recommendations.

{n PSPG and the Service Groups design a Relention Assessment Framework within the
Defence People Strategy, which can be used to:
- evaluate options and priorities for retention initiatives under consideration; and
- measure the impact of retention initiatives (versus other factors) on retention

outcomes and Defence capability.

Defence must specify the necessary supporting business processes, accountabilities,
quality assurance requirements and research needs to ensure effective implementation of
the framework.

(i)  Within the Retention Assessment Framework, PSPG and the Service Groups develop a
standard set of retention bonus measures of effectiveness, with direct linkage to the
bonus being measured, 1o enable assessment of the performance ouicomes of the future
bonus payments.

(i) PSPG and the Service Groups develop a common policy approach to the design and
setting of retention bonuses to assist future development of bonus business cases. The
approach should consider the degree to which a standard retention bonus detemmination
can be used to reduce the complexity of the administration of the bonuses.

(iv) The Service Groups undertake cost effectiveness assessment of all future retention
bonuseas.

In response lo these recommendations as well as some from the Noetic Solutions siudy, PSPG has
instigated a project 10 implement recormmendations 1, 2 and 4, which were originally proposed by WD
Branch in response 1o earlier Audit Division proposals.

In relation 10 recommendation 3, a framework for a proposed standardised retention bonus sysiem had
already been agreed by the Personnel Steering Group in December 2009, and a Delermination is under
preparation. The Determination will provide a common standardised entitlement and fexible criteria for
future bonuses, Each addition will be captured in a schedule 10 the Determination.

Noctic Solutions

35

The Noetic Solutions study examincd R2 at both the program and inilialive levels. Overall findings were
that

a. There has been a nel increase in the number of ADF personne! enlisted when compared
to the five year period immediately prior to the implementation of the R2 Strategy, though
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e

this is still less than the peak number of ADF enlistments achieved in FY 01-02. However,
the Army in particular has significantly increased the number of permanent ab initio
enlisiments. .

Noting that the ADF is required to grow during this period, the achievement of ab initio
full-time recruitment largeis are the lowest they have been over a len-year pericd.

[Note that in making this finding, Noetic (i) did not have EOFY data for FY 2009-10, and
(i) was referring lo percentage achievemeni of targets — 77% in 2007-08 and 7€% in
2008-09. However, the aclual numbers recruited in 2007-08 and 2008-09 are second only
to 2001-02 over the decade In question — the low percentage achievement was due lo
unusually high targets set to achieve the required growth. Additionally, 2009-10
performance is clearly far higher even in percentage terms.]

Counterbalancing the recruitment figures are the current low separation rales, particularly
for the Air Force, and a substantial increase in prior service enlistment (incorporating
laterat recruitment, reserve transfer and re-eniistment).

The combination of these factors is that ADF is signilicantly over strength (by at least 900
personnel). It would appear that this is due to decreasing separation rather than
increased recruitment.

Recommendations regarding program managcment werc:

(i

(ii)

(iii)

iv)

v)

The financial accounting responsibility for initiatives should reside with the initiative
manager. Financial reporting should be on a cash basis as this was the accounting
method endorsed by the DPC.

Consideration should be given when drafting similar cabinet submissions to the level of
detail provided with an emphasis on being descriptive of the intent rather than
prescriptive of the process so as lo enable some flexibility in implementation, without
having to go back to Cabinet to effect minor changes while maintaining the intenl.

Risk management measures are put in place to mitigate the single point of failure in
relation to the ongoing monitoring and program management of the R2 strategy.

Consideration is given to developing a more diverse range of KPIs that enable a
structural rather than numerical analysis of the ADF.

Consideration is given to establishing a financial reserve for the R2 strategy from
underspends on initiatives to be used at the discretion of the program manager.

Funher recommendations related to actions in preparation for the 201 1-12 interdcpanimental review:

(vi)
(vil)
{viil}
(ix)

(x)

(xi)

The development ¢of a methodology whereby Defence can produce a metric to
periodically determine the R2 contribution to workforce growth,

Developmenl of baselines for all R2 initiatives where appropriate.
Development of an [approved) cost of turnover model.
Finalisation of retention bonus payment figures.

Development of general principles for longer-term evaluations of workforce policies and
initiatives in Defence (with a focus on quantitalive methodologies).

Provision of additional data to evaluate initiatives [a number of statistics on specific
initiatives were suggesled, which Noetic believed would assist subsequent quantlitative
avaluationj.

Al the initiative level, Noetic examined each initialive to determine whether it should remain unchanged,
be modified or be discarded. The only initiative for which modification was reconuwnended was Expanding
Cadcrs, for which Lthe recommendation was thal “ongoing funding should be contingent on a financial
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3.10

audit 1o determine how cxisting R2 funds have been eapensed [sic] and determine where additional
funding will be directed and the expectzd outconies of providing this funding”. All other initiatives were
rccommended to remain unchanged.

A 1able summarising Noelie’s initiative-level recommendations (including explanatory comments)
appears al Annex D.

The Noetic study suffered from data not being available within the required limeframe, noubly
quantitative modelling data anticipzted 10 be available (o augment Noetic's descriplive analysis. and in
some cases fromn poor use of the data available. With this in mind, the following comments are made
against the recommendarions:

(i)

(ii}

(i)

The financial accounting responsibilily for initialives should reside with the initiative
manager, and reporting should be on a cash basis. This is already the case, although to
date both PSPG and CFOG have been required to undertake substantial verification
efforts.

As time passes, further adjustments have been applied lo funding lines, and many
initiative budgets now include funds from other sources. Additionally, initiatives such as
Remuneralion Structure Reform, all or parl of the budgel for which is in salaries, cannot
be reported on and must instead be eslimated or modelled, as Defence’s payroll systems
do not distinguish between diflerent sources of funding. Finally, some other {(non-salary)
budge! elements are not sufficiently distinguished within ROMAN to allow them to be
tracked readily.

As a result, accounting and reporting are becoming increasingly abstract for many
initiatives, and reports to COSC are close to providing a misleading sense of rigour.
Moreover, since Cabinet's endorsement of the Rebalancing the Defence Budget
submission, Defence has the authority to realiccate funds into and oul of R2 initiatives
without further reference to Cabinet.

Consequently, reporting on achievement against the budgets allocatad by Cabinet for
each initiative is becoming less valuable, while delermining what the currenl budgets are
is problematic due to definitional ambiguity. By contrast, reporting on workforce outcomss
remains of continuing relevance.

Cabinal submissions should be descriptive of the intent rather than prescriplive of the
process so as lo enable some flexibility in implementation. Had the R2 Cabinel
submission contained less delail many problems would have been avoided, such as the
Army Trade Transfer Bonus not applying to some critical trades because of an
inconvenient use of the word “technical” in the Cabingt submission. Other adjustments
would have been made more promptly.

However, decisions on emphasis and level of prescriplion are inevitably based as much
on judgements about the political context as on the lechnical aspects of the issue at
hand, so this recommendation should be regarded as aspirational.

Risk managemen! measures are pul in place to miligate the single point of failure in
rolation to ongoing monitoring and program managemeni. This recommendation refers to
the single position now responsible for R2 program management, described as
insufficient for “proactive program management/risk management activities, including the
maintenance of the comprehansive program documentation”.

A number of proactive management measures have been teft undone, at times to the
detriment of Services and Groups. Examples include annual Gap Year rebalancing
exercises and the development of practicable financial reporting mechanisms {(before the
laller became close o impossible with the passing of time). Additionally, the minimal
backup means that the officer concerned has limited absence management oplions.
There is a mismatch between current staffing arrangements and the belief that R2 is (and
is managed as) a program.
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{iv) Consideration is given (o developing a more diverse range of KPIs lo enable a struclural
rather than numerical analysis of the ADF. KPIs are considered in Volume 1 of this report,
which concludes thal a review of KPIs is warranted. It is, however, worth noting that the
R2 program was not designed lo address micro level structural issues within the ADF
workforce and, as such, this recormmendalion risks attempling mofe than the program is
capable of.

(v} Consideration is given to establishing a financial reserve for the R2 stralegy from
underspends on initiatives to be used al the discretion of the program manager. A
financial reserve would be a convenient and responsive way to manage underspends,
overspends and emerging ideas, and would be consistent with DMO capability
development practices. However, it does nol appear to be compatible with the current
financlal management environment in Defence.

(viy The development of a methodology whereby Defence can produce a melrc lo
periodically dalermine the R2 coniribution to workforce growth. This task will be picked up
within the Retention Assessment Framework project.

{viiy Development of basalines for alf R2 iniliatives where appropriate. A number of R2
initiatives require further review to ensure their KPIs provide a valid measure of
performance, and/or to develop baselines against which to compare future performance.
This work has been ouistanding since mid 2009,

(viii) Davelopment of an approved cost of furnover model. An interim indicalive cost of
turnover model is available via the Human Resource Metric Syslem (HRMeS). Further
refinement to this model and its assumptions are currently being undertaken.

(ix) Finalisation of retention bonus payment figures., Noelic was nol able lo oblain
authoritative figures from Navy on the number of members receiving relention bonuses.
Navy has these figures, and is able to supply them if requested.

(x) Development of general principles lor longer-term evaluations of workforce policies and
inftiatives in Delerice {with a focus on quantitative methodclogies). As described earlier,
PSPG has instigated a project to develop a Relention Assessment Framework within the
Defence People Strategy.

(xi) Provision of additional data to evaluate initiatives. A number of slalistics on specific
initiatives are suggested, which Noelic believes would assisl subsequent quantitative
evaluation. It is worth exploring (hese statistics with DFR, DSG and the Services in
conjunction with the KPI review outlined above, to determine whether they are practical to
collect, or if not, what equivalent data can be collected.

(xii} Ongoing lunding for Expanding Cadets should be conlingent on a financial audit. The
conduct of an audit is consistent with the Hickling Review, and will shed light on the
question that is occasionally raised, of whether R2 Cadet funding was used to replace
rather than supplement Service Cadet budgets. An audit is now in progress, with initial
resuits expected by late 2010. Moreover, from 2010-11 funds will be allocated to Service
cadel organisations based on projected expenditures, in contrast 0 lhe previous
proportional allocations.

Waorkforce Planning (\YP) Branch

3.1

Since the introduction of the R2 Progrem a number of additional ilcms have been ineluded in the Defence
Attitude Survey (DAS). These include GORPS has influenced nrv derision to stav in the Servive and The
retention honus system has influenced my decision to stay in the Service, While funther collection of data
against thesc iteins will benefit the identification of trends and may inform the 2011-12 interdepartmental
review, 2009-10 results indicale 32% of ADF DAS rcspondents agreed the relention bonus system had
influenced their decision 10 siay, while 17% of enlisted members agreed GORPS has influenced their
decision (o Slay in the Service,
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4.1

CHAPTER 4. INDIVIDUAL INITIATIVES (BY EXCEPTION)

Noling that Noelic's rccominendations conceming each initiative arc summariscd at Annex D, this
chapter will provide comment by exccplion on those iniliatives for which funher conclusions can be
drawn.

Enhanced Flcet Support

4.2

4.3

4.4

This initiative experienced a shilt in emphasis after early implementation activitics rcvealed technical and
legal problems with onc of the original intentions — to use contractors for maintenance and repair when
ships were in homcport. Insicad, the focus was dirccted toward supplementing the other targeted
homeport dury (watch keeping) with technological solutions in addition 10 eontmacior support. In
addition, an [T system, Manpower Analysis Planning System (MAPS), was developed lo sireamline
personnel management processes at sea Lthus allowing managers Lo concentrate morc on their core roles.

Under the new approach, the number of ship’s personnel required on duty in homepont has decreased
substantially, although a greater benefit has so far been experienced by junior sailors than by senior sailors
or officers. This has seen most Force Flement Groups experience increased leave clearanee rates over the
last two Redueed Activily Periods. While in itself this is unlikely 10 determine a member's decision 10
join or slay with the Navy, and quantitative data to determine its contribution 1o retention will always be
problemalic, it is clearly a faclor in improving conditions of service.

Leaming from the cxperience, the twe main arns of Lhe sirategy are now being adopied by the Submarine
Force Element Group as key strands of its Enhanced Submarine Capability initiative, which has been
introduced to supplement the Submarine Deployment Allowance. Enhanced Fleet Support is a strong
cxample of revisiting a program’s objeclives and refocussing its sirategics to achicve a Cabinet intent.

Mcdical Officer Professional Development

4.5

46

4.7

This initiative increased the budgel available 10 each Medical Officcr (MO) for professional development
activities from $2,000 per year to $10,000, Take-up has been strong, with 95% of MOs accessed the fund
in 2008-09 against a targel of just 80%, butl budget achievement has been poor because fow MOs have
spent the full $10,000 annual allceation. Expenditure in 2007-08 and 2008-09 was 46% and 59% of
budget respectively.

A sceond issue is that the more significant of the two KPls for the program (an increase in the average
years of scrvice for MOs) nceds 10 be revisited fo provide a more meaningful measurement, as some MOs
enlist early in lheir training and consequently serve several unproductive ycars, while others enlist much
later and are productive almost immediately, Consequently the only measurement o date has been of
1ake-up, and there is no indication of whether the program has impacted on MO retention.

The opportunity exists for Joint Health Command to investigate other uses for unspemt funds that are
consistent with the objectives of MOPD, and that measures of retention effectiveness for both the cumment
and new strands of MOPD are implemented.

Now Defence Farce Reeruitment Model

4.3

4.9

As discussed in paragraph 2,10 above, this initialive has been very successful with percentage
achievement of recruiling targets al or near len year highs, but the new model has nol resulied in reduced
processing times or enquiry/ enlisiment ratios. It remains to be determined 1o what extent this is due 10
factors such as (he contractuval dithiculties experienced over the past two years a surge in enquirics. pipeline

constraints, increased applications from marginal candidaics, imprecise KPI definition and even Ihe model
itself.

DFR is engaged in subsiantial improvement 1o he operation of the recruiting pipeline, and has
commenced work on a project 1o replace the current inlerim service ¢ontract with a more long-lerm
ammangement. [ is imporant thar during the process the two sirands of activily are not ¢onducted in
isolation from one another, thal the above possible causal factors are eonsidercd, and that the fundamental
process design is not taken for granted as the only or besi solution,
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5.10

CHAPTER 5. GOVERNANCE

Almost four years since the development of the first R2 inilialives, a number of factors have combined to
complicaic R2 program govemance. Authority and responsibility for financial management, including
changing the allocations to any or all initiatives have rested within Defence since early 2010, However, it
is not yel clear wheiher the authorily to make non-financial changes is now held within Defence or
remains with either the Prime Minister or Cabinet (as was previously (he case),

At the same time, periodic reporting to COSC and the Ministers is losing its validity. Financial
reporling, as pointed out in paragraph 3.10 above, is approaching the point where it will provide a
mislcading sense of rigour, as (i) adjusiments have been applied o funding lines. (i) many initiative
budgets now include funds from other sources, and (iii) socme budget elements are not sufficiently
distinguished within ROMAN and/or ADFPAY to allow them 1o be 1racked. In relation 10 reporting on
activities and achicvements, most iniliatives have reached a “business as usual™ stage and each report
presenls only minor changes from its predecessor.

As a result, the R2 reports provide linde genuine decision-making support to COSC or the Ministers.
Other reports such as the quarterly workforce report or White Paper People [nitiative reporting eover
similar issues and require input from similar stakeholder groups, This leads 10 the potential for either
duplication or efficiencies, and ar the momeni the former holds sway.

Other aspecis of program govermance include proactively managing policy review, risks, schedules,
milestones, interdependencies ete, The cumently available resources (approximately 0.6 X ELI1) are not
sufficient 1o undertake these funetions. Consequently despite besi intentions R2 is cffectively no longer
being managed as a progrom.

In the eurrent environment the prospect (and indeed the desirability) of devoting further resources 1o R2
program governance is minimal, and substantial change 10 the governanee approach is warranied.
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CHAPTER 6. CONCLUSIONS

Success of R2 Propram

6.1

6.2

6.3

6.4

6.5

As al 01 May 2010 AFS achievement was well ahead of the required growth path. The R2 Program was
introduced 1o achicve a specified effect in a given environmenl, and it has been successful in this

{paragraph 2.8).

In achieving this AFS pgrowih, it is probable thai eollectively the retention bonuses achieved iheir
intended purpose of providing a short-icrm “fix” 1o allow 1ime for the longer-term improvenents ta
Defence’s overall employment offer to be pul in place, Had 1he longer-term measures not been introduced,
the effeet of the bonuses would have been negaled once they expired, as new oncs would likely have been
required, Bonuses address the symptom of high separations in a given workforee segment, not the cause,
and cannol be relied upon as a standalone retention mcasure,

In terms of meeting Key Perfonnance Indicators, the majonty of R2 initiatives, ineluding all retention
measurcs, have also been successful. The exccptions are in some pre-recruitmenl and recruitment
initiatives: Defence Technical Scholarships (number of scholarships awarded very low), the New Defence
Force Reeruitment Model (successfully mecting recruitment targets bui falling shert on processing times)
and the Candidate Referral Program (referral targels underachieved) (paragraph 2.10).

Expanding Cadets has experienced a rccent turnaround flom consistent under-performance to sirong
achievement. It cannot be confirmed whether this represcnts a wrend or a one-off result unlil future daa
colleclion activities have taken placc.

The work under way in PPEC to develop a determination for a standardised retention bonus system will
be of great benefit in cnabling new bonusces to be introduced quickly in response to emerging pressures. 11
is imporiant, however, thal {as planncd) the flexibility for Services to introduce bonuses outside the
fratnework be retained, 1o allow for circumstances where a different approach or structure is required
(paragraph 3.4).

Program management and governance

6.6

6.7

6.8

6.9

The ongoing monitoring and visibility to scnior management of programs such as the WSS and NEP
sireams of SRP or the early stages of R2 is more effective than that of the White Paper People Initiatives
or R2 in its current form, panicularly in refation 1o financial perfonnance. The distinguishing factor seems
to be that the former have {or had) a program management office or secretariat while the lailer do not
(parographs 2.16-2,18). The cffective management of a number of activilies as a program requires
dediealed resources — if resources are not available it is counterproduciive (o allempt a program
management approach,

Reporting on achicveinent against the R2 budget is growing increasingly difficult and of limited value
(paragraph 3.10). By contrast, menitering and rcporling on workforee outcomes will remain of continuing
relevanee as labour market conditions change and Defeonce rcsponds through a range of workforee
interventions, some of which may involve changes 10 R2 initiatives. A ncw govemance and rcporting
framework is required, in order 10 maintain a focus on achicving retention and recruitment oulcomes while
not beeoming sidetracked by cfforts (o achieve and repon against notional targets (paragraphs 3.10 and
5.6-5.8).

If the new govcmance and reporling amangements are sufficienily incorporatcd into “business as usval”
and explicitly correct \he impression that R2 is managed as a program, the officer curremily assigned 1o

R2 could be redeployed clsewhere once transitional activitics were complele {(paragraphs 3.10, 5.9 and
5.10).

Navy's refocussing of the Enhanced Fleet Support initiative is a strong example of revisiting a program's
objectives and rcfocussing its strategies to achieve a Government intent. Undcertaken with minimal
involvemcnt by PSPG, it demaonsirates that R2 objeelives can be achieved as readily through sound
management of individual initiatives as through a cemiralised program management approach (paragraphs
4.2-4.4).
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6.10 The development of future retention initiatives has the potemial 1o become more strategic and evidence-

6.11

based if the proposed Retention Assessment Framcwork is successfully designed and introduced
(parapeaph 3.3).

KPIs for 1he R2 initiatives are of varying quality and efficacy, and many are in need of re-basclining.
Although it creales some difficultics in longitudinal comparisans, reviewing and revising all KPJs and
basclines would position Defence betier for the 2011-12 [nterdepartimental review. The exereise would
best be underiaken by DDRR and 2 DGWP representative in elose consullation with initialive managers,
and take nolc of the Noetic Solutions® dala suggestions as listed al Anncx E (o this report (paragraphs
3.1, 3.6, 3.7 and 3.10).
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CHAPTER 7. RECOMMENDATIONS

Program management and governance

7.4

7.2

7.3

7.4

Although R2 has been referred 10 as a program since its inceplion, the initiatives comprising it have
become less and less linked since the inilial implementation stage. Given the other stuciures and
processes in place to manage and repont on the state of the Defence workforee, there seems litlle need Ffor
R2 w maintain a distinct identity as a program (paragraphs 6.7-6.8).

Kcy Recommendation )

It is recommended that the 2011-12 interdeparimental review mark the end poini of R2 as a program. In
preparation, govemance and reporting mechanisms for each initiative should be developed by the
respensible Geoup or Scrvice (supported by PSPG), with the aim of ceasing distinct R2 reporting by the
end of the 2010 calendar year,

[n achieving this, PSP Group must obtain clarification from the Depariments of Prime Minister and
Cabinet (PM&C) and Finance and Administration (DOFA) on the authority 10 make non-financial
changes to R2 iniliatives (financial adjustments having now been brought within Dofence’s control -
paragraph 3.10), and on the requirements for reporting outside Defence on (i) performance and (i)
cxpenditure. The aim would be to cease expenditure reporting while incorporaling performance reporting
at a more strztegie, outeome-orienied level into existing quarterly workforce reporting, and continuing to
report R2 initiative KPls via HRMeS (paragraphs 3.10, 6.7 and 6.8).

Should further assurance be required that the Govemment's inent for R2 is still being achieved,
particularly after the Interdepartmental revigw, periodic audits of all or a subscl of the initiatives could be
undertaken by PSPG and/or Audit Division.

In preparation for the arrangements oullined above, and drawing on paragraph 6.11 above:

Key Recommendation 2

It is recommended that PSPG conduct a full review of all initiative KPIs and basclines as soon as
possible, so as 10 ensure sufficient dala is available in time for the 2011-12 Interdepartmental review. The
exercise must maximisc continuity with existing data. KPIs must be practicable 1o collect and valid in
measuring each initiative’s effect, so as 1o both (i) be sustainable by Groups/Services and (ii} contribute
usefully 10 the Interdepartmental review.

R2 initiatives

7.5

7.6

7.7

It is imperative in consolidating ihe recent improvement in performance of the Expanding Cadets
initiative that CRESD and Service cadet organisations continue actions in line with Defence’s response to
the Hickling Review, The audit currently under way is a positive slep in the process, and will help
demonslrate thal doing so will conlinuc the improvement (paragraph 6.4).

Noling that the New Defence Force Recruitinent Model has fundamentally been highly successtul, DFR is
engaged in continuing efforts 10 improve performance against some KPIs through better pipeline
ranagement, and 1o replace the current interim service contract wilh a more long-term arrangement. [n
doing so, i1 is important that the 1wo strands of aclivity are not condueted in isolation from one another,
and 1hal all possible causes of the pipeline management difficulties are considered, including factors such
as an aberrant surge in enquiries, inherent pipeline constraints, increased applications from marginal
candidales, imprecise KP) definition and even the nature of the model tsell (paragraphs 4.8, 4.9 and 6.3).

It is strongly recommended that Joint Health Command investigate other uses for unspent funds thai are
consistent wilhk the objectives of the Medical Officer Profcssional Development (MOPD) iniliative, and
that measures of relention effectiveness for both the curment and new sirands of MOPD are implemented
(paragraphs 4.5-4.7).

Future measurcs

7.8

Bonuses should only be inroduced as part of a siralegy that pays conscious alteniion to what happens
next, This might be either the implementation of longer-tern measures thal identify and address the cause
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7.9

7.16

of an exodus through improvements 10 the employment offor for that workforce segment, or a reliably
forecast change o the labour market conditions Lhat originally led to the exodus (eg a “poaching™ exercise
by a private company that has a known end date) (paragraph 6.2).

In line with its response to the Audit Division audit of R2 retention bonuses (paragraph 6.10):

Key Recommendation 3

PSPG is o work with the Service Groups to develop and implement a Retention Assessment Framework
within the Defence People Strategy, which can be used 10;

- evaluate opfions and priorities for retention initialives, particularly bonuses, under
consideration; and

- measure the impact of retention initiatives (versus other factors) on retention outcomes
and Defence capability.

Wilthin the framework, cosi effectiveness assessments should be undertaken for all future retention
initiatives = noling however thal cos! effectiveness is unlikely (o be the sole design crilerion (paragraph
6.10).
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Measure (from R2 Implementation Plan) n_w_wﬂ_.w Nnnm.w“%o n.ﬂmm.m._.e u__w.__.mw_.d Measure (a3 at February 2009 updale) uh.mm%m uwu mw%w unou _w“.“,o u_ou .__.M.ou_.._

Army Trade Transfer Bonus

% of Amny employment categary A trade . o o o % of Army employment category A lrade o o 5

transfer positions filled 80% 80% 80% 80% | \ranster positions filled 80% 80% 80% 80%

% of Anmy employment category B trade a a o % of Army employmaent calegory B trade o s s

transfer positions liled 0% 0% 0% 90% transfer positions filled 90% 90% 90% 90%

Military Instiuctor Allowance

% of Navy military instructor positions filled o IO . ) .

(Baseline 80% of 600 positions) - 85% 85% 85% % of Navy military instructor pasilions filled - 85% 85% 85%

% of Army military instructor positions fitled o " o R - o

(Baselins 80% of 1620 pasitions) - 85% 85% 85% % of Army mililary instructor positions filled - 85% 85% 85%

Navy Recruit Instructor Allowance

% of Navy recruit training instructor o o o % of Navy recruit training instructor _ 2 o 2,

positions filled (Baseline 80%) ) 80% 85% 85% positions filled 80% 85% 85%

Review of Sea Going and Submarine [Disability) Allowance (subsequently Navy Capability Allowance)

Reduce separation rates for critical officer o o,

categoties (Baseline 9%) 9% 8.90% | B.70% [ 850%

Reduce separation tates for critical sailor o Reduce separation rates for crifical sailor o o

categories (Baseline 11.40%) 11.40% 11.40% 11% 10.50% nmnamo:.mmn_w 11.40% 11.40% 11% 10.50%

ADF Gap Year™

Achieverment of ADF Gap Year targets into o 9 Achievement of ADF Gap Year recruitmant o o

the Services 100% 100% 100% 100% targats 100% 100% 100% 100%
Performance to be "

# of requests for ADF Gap Year 7000, | benchmarked atter 1* year %, of personnel retained in pan-time service _uMmﬂoh“n ﬂmow %%M%M“”ﬂ:qmuﬂomam”””m ﬂcm:_

infarmation packs by 1 November 2007 * | with targets determined for following the ADF Gap Year <oma: g 9
subsequent years y

59 July 2008: Second metric relating to critical officer categories femoved, as NCA only applies to saikors.
" ADF Gap Year KPIs are modelled on a calendar year rather than financial year 1o align with the program. Note that Gap Year KPIs will be revisited as a result of the separata

Gap Year raview undertaken in parallel with this review.

™' Banchmarking was not undentaken, as Gap Year KPIs 2 and 3 reflect a side-benefil of the Gap Year rather than its stated purpose.
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. 200708 | 2008-09 | 2009-10 | 2010-11 200708 | 2008.09 | 2009-10 | 2010-11
Measure (from R2 Implementation Plan) target targat targel target Measure (as at Fabruary 2003 update) target target target target
Performance to ba L
# of formal enquires received by Defence 3500 benchmarked after 1* yaar % of personnel retained in full-time service an_.H.ofﬂ._._h ﬂmom Mmom%wnmw_ﬂnﬂomammumm hc ant
Force Recruiting by 1 November 2007 with targets determined for following the ADF Gap Year wm ars 9
subsequent years Y

% of personnel retained in part-time service
lollowing the ADF Gap Year

Perormance will be benchmarked after 15
year with targets determined for
subsequent years

% of ADF Gap Year members enlisting in
tull-tme service alter studies

No measurement until after 2011

% of personnel retained in fufl-time sarvice
lollowing the ADF Gap Year

Perormance will be benchmarked after 1%
year with targets determined for
subsequent years

% of ADF Gap Year members enlisting in
Tull-tme service after studies

No measurament until afler 2014

New Defence Force Racruitment Model

% of overall full-time enlistment targets

% of overall full-time enlistment targets o a 9, o o, o o
achieved 86% 88% 90% 95% | achieved 86% 88% 90% 95%
Reduce conversion rale of inquines to 11:3:4 11:3:1 10:3.1 | Reduce conversion rate ol inquiries to 12:3:1 11:3:1 11:3:1 10:3:1

applications to enlistments

applications 1o enlistments

Candidate time in process - General Entry

Candidate time in process — Genaral Entry

Candidate time in procass — Officar Entry

Candidate time in process — Officer Entry

Candidate time in process - Reserve Entry

Candidate time in grocess - Reserve Entry

% of nm:wmam_mm unaccounted for in the
process

% of candidates unaccounled for in the
process"

% of candidates (successful and
unsuccessiul) satisfied with their

experience in the recruiting u.dnmwmd

% of candidates (successful and
vnsuccessful) satished with their
experience in the recruiting process®

" candidates not followed up after initial inquiry
™ Candidates surveyed prior 1o knowing the cutcome of the recruitment pracess
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. 200708 | 2048-09 | 2009-10 | 201011 2007-08 | 200809 | 2009-10 | 2010-14

W I

easure (from R2 Implementation Plan) target target target target Measure {as at February 2009 update) target target target target

Remuneratlon Structure Reform
% of OR satisfied with pay™ 39% ar% 40% 42% | % of OR satisfied with pay’® 19% 37% 40% 429
% of OR leaving who indicate pay was a % of OR leaving who indicate pay was a
considerable influence on their decision 1o 24% 27% 24% 20% considerable influence on their decision (o 24% 2% 24% 20%
laave.”® leave." ]
Defence Home Ownershlp Assistance Scheme
# of members who indicate that the
scheme influenced their decisian 10 stay 200 200 400 500 | # of members taking up scheme”” 0 3360 3019 2797
beyond 4, 8, 12 years of service
. Percantage of members who indicate that
# of members taking up scheme compared N . o N o
10 statistics from previous schemes. 720 1798 1869 1953 lhe mm:..w:_m influenced Lheir decision to 0 15% 15% 15%
remain in the ADF
Enhanced Floot Support
Reduced demands on ship personneal when Reduced demands on ship personnel when
in port (Baseline one 24-hour duty every 1:04 0.854 0.7:4 074 in port (Bassline one 24-hour duty every - 14.7 1:5.7 157
four days or 1:4) four days or 1:4)"*
Enhanced Submarine Capability {formerly Submarine Degloyment Allowance)

Reduce separation rates for criical 6% | 580% | 550% | 530% | Reduction IinSM separation rates™ - 10% 10% 10%
submarine officer categories (Baseline 6%) ) ’ )
Reduce separation rates for critical
submarine sailor categories (Baseline 18.80% 18% 16% 14%

18.8%)

™ Figures abtained through the Delence Attitude Survey
™ Ngv 2007: figures to be obtained through the Defence Attitude Survey.
' Results ablained from historical Exil Surveys

' July2008: Targets increased fram 2008-09 onward.

™ July 2008: Target ratias ramain unchanged, bul now presented in a less confusing way.

e January 2009: KPIs simplified when Enhanced Submarine Capability replaced Submarine Depioyment Allowance, to capture the overall effect of the suite of initiatives.

SMFEG undertook to develap and maintain a more comprehansive performance framework as parl of the appfoval process for the change.
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. 200708 | 2008-09 | 200910 | 2010-11 200708 | 200809 | 2009-10 | 201011

Measure (from R2 Implementation Plan) target targel target target Maasure {as at February 2009 update) target target target target
Medical Officer Professional Development
Increase in average years of servica for Increase in average years of service for
MOs undertaking the programme (Cumrant 1 2 56 25 MOs undertaking the programme (Current 1 2 25 25
average years of service far those that take ' ) average years of service for those that lake : !
up extant programmes s 10 years) up extant programmes is 10 years) «
% of MOs who undertake the programme o e % of MOs who undertake the programme o o .
(In 05-06 it was 69%) 0% | 5% | 80% | 85% |, 05.06 it was 69%) 0% 5% 80% 85%
Marketing & Service Branding
% of members indication that MSB % ol 16-24 year alds who are considering _ o "
influenced |heir decision to apply 5% 5% 75% 5% employment in the ADF 35 35% 35%
L % of this group wha aré more likely to
b - I
%aﬂ_ hwam%_,ﬁ_wvmapm%a are considering 30% 30% | 35% | 35% | consideran ADF carearas 2 resultaf 30% 30% 40% 40%
advertising
Number of quality enquiries 1o DFR 90,000 | 100,000 | 100,000 | 100,000 | Number of aclive enquiries 1o DFR 90,000 100,000 | 100,000 | 100,000
Expanding Cadets
o 81 1 new 1 new 2 new
Establish seven new Cadet units Unit Unil Units
150 275
70 extra | 90 axtra
. - " L extra exlra Increase Cadet numbers by 1000 over ten
Establish an extra 1000 Cadet positions pos .o“,_o: uo“m_co: position | position | ye ars® 22,000 22,100 22,200 22,300
s s

% of Cadets indicating that their T % of Cadets indicating that their
participation provided positive life and 0% 45% 60% 75% participation provided positive life and 0% 45% 60% 75%

employability skills (ADF Cadet Survey).
No historical data.

employability skills (ADF Cadet Survey). No
historical data.

® Metric requires further review, as “years of service” is ambiguous lor MOs — some enlist eafly in their training {and consequently serve several unproductive yaars) while

others enlist much later. DHSD to propose altamalive metric.
81 Aug 2008: KPI removed in an attempt to reduce the number of KPis for this initialive. Rationale: increasing the number of Units is an intermediate step toward the ultimate

aim of increasing the number of participants. Additionally, Defence has limitod influonce over Unit closures or amalgamations, which often occur when motivated parents Inse

interest once their child is no longer a member, ar whan local demographics change.
b2 Aug 2008: KPI amended from "establish an extra 1000 Cadet positions” as the old measure did not prevent the establishment of new positions being negated by the

disestablishment of old ones.
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Measure {from R2 Implementation Plan) nﬂﬂw.m\_“m n“mw%.m n..%MM.o nn_w“.“.n‘_._ Measure (as at February 2009 update} nm_ohu%m nM— mw.hw unam mw.m._no NN..A_.MM_._
% of Cadets indicating an intention to join % of Cadets indicating an Intenticn to join
kiil-time or part-time service (ADF Cadet 55% 55% 65% 65% full-time or part-time service (ADF Cadet 55% 55% 65% 65%
Survey). Current percentage is 48%. Survey). Current percentaga is 48%.
% of ex-Cadets enlisting in the ADF (ADF % of ex-Cadets enlisting in the ADF (ADF
Entrant Qpinion Survey) Current four-year 13% 15% 17% 20% Entrant Qpinion Survey} Current four-year 13% 15% 17% 20%
average 11% average 11%
% of ADF with previous Cadets experignce 5 o " % of ADF with previous Cadets experience N o 2 °
{Defence Census). No hislorical data. 5% % 10% 10% {Defence Census). No historical data. 5% ™% 9% 10%
% of Cadets staying to age 17 or older, No o
historical data. % 3% 7% 10%

Defence Apprenticeship Sponsorship Program {reptaced by the Defence Technical Scholarship)
# of trainees sponsored 100 >100 >100 >100 Number of scholarships awarded - - 1500 1500

Candidate Referral Program

# ol members referred by CRP provider

Propariion of candidates referred by CRP
provider who, afler completing a YOU
session, are deemed Lo be eligible for a
fechnical frade pasition within the ADF

Conversion rate of members referred by
CRP provider from application to receipt of
letter of offer for a technical trade

# of members referred by CRP provider
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Achlevement at 31 March 2010 against Kcy Performance Indicators

Measure {as at February 2009
update)

2009-10 target

Performance at
31 March 2010

Retention Bonuses and Allowances

Critical Employment Category Retention Bonus

The number of Navy crilical trades is
reduced

% reduction in shonfalls of Navy

o,
irained personnel 14.5% 11.5%
Percentage of positions filled in o o
categories offered Army CECRB in TBA 85 "’7’8.,7/? %!
Mar 07/May 08/Nov 08
Army Expansion Rank Retention Bonus
Separation rate lor CPLs 1.7% 6.8%
Separalion rate kor SGTs 8.4% 5.0%
Separation rate for CAPTs 7.6% 48%
Separalion rate for MAJs 9.8% 57%
Army Trade Transfer Bonus
% of Army employment category A " N
trade transfer positions filled 80% 91%
% of Army employment calegory B .
trade transfer positions filled 90% 85%
Military Instructor Allowance
% of Navy military instructor ° o
positions filled 85% 90%
% ol Army military instrucior 85% Bonus no fonger
positions filled . offered
Navy Recruit Instructor Alfowance
% of Navy recruit tralning instructor o
posilions filled 85% 94.2%
Navy Capabllity Allowance
Reduce separation rales for critical o o
sailor calegories 1% 6.33%
ADF Gap Year
Achievemeni of ADF Gap Year . o
recruitment targets 100% 100%
% of personnel relained in part-lime Nol yel bench- | 32.9% ol former
service following the ADF Gap Year marked participants

% of personnel retained in full-time
service following the ADF Gap Year

Not yel bench-
marked

31.1% of former
paricipanls

Annex C

R2 Review Report. Annex C



Measure (as at February 2009
update)

2009-1Q target

Performance at
31 March 2010

% of ADF Gap Year members

- . : H Nat yet Not yet _
enlisting in full-time service aher measured measured
studies

New Defence Force Recrultment Model
% of overall fuli-time enlisiment 90% 92.3% .
targets achiaved
Reducg cqnversion r:ata of inquiries 11:3:1 12.3:25 1 ®
to applications {o enlistments
Candidate lime in process - General ®
Entry || [
Candidaile time in procass — Officer Py
Enlry - -
Candidate time in process — Reserve - - ®
Entry
% of candidates unaccounted lor in
the process - -
% of candidates (successful and
unsuccesstul) satisfied with their [ | [ ] .
experience in the recruiting process
Remuneration Structure Reform
% of OR satisfied with pay 40% 51% ®
% of OR leaving who indicate pay
was a considerable influence on their 24% 29% L4
decision to leave.
Detence Home Ownership Assistance Schems
# of membars taking up scheme 3019 3876 ®
Percenlage of members who indicate
thal the scheme influenced thair 15% 57% L
decision 1o remain in the ADF
Enhanced Fleet Support

Reduced demands on ship personnel
when in port (Baseline one 24-hour 1.5.7 1:12 ®

duty every four days or 1:4)

Enhanced Submarine Capability (fo

rmerly Submarine

Deployment Allowance)

Reduction in SM separation rates 10% 4.6% [ ]
Medical Offlcer Professional Development

Increase in average years of service

for MOs undertaking the program .

{Current average years of service for 25 Me:r;c_:\r;lvder -

{hose that take up axtan! programs is v

10 years)

% of MOs who undertake the 80% 67% (YTD} *

program (In 05-06 it was 69%)

R2 Review Report: Annex €




C-3

Mseasure (as at February 2009
update)}

2009-10 target

Performance at
31 March 2010

Marketing & Service Branding

% of 16-24 year olds who are

9, 0,
considering employment in the ADF 35% 25%
% of this group who are more likely
to consider an ADF career as a result 40% 43%
of adverlising
Number of active enquiries io DFR 110,000 82,478
Expanding Cadets
Increase Cadel numbers by 1000 22.200 21,919
over ten years !
% of Cadets indicating that their
participation provided posilive life 38.7%
and employahility skills {ADF Cadet 60% ’
Survey). No historical data.
% of Cadets indicaling an intention to
join [ull-ime or parl-time service o 4219
(ADF Cadel Survey). Current 65% .
percentage is 48%.
% of ex-Cadets enlisting in the ADF .
(ADF Entrant Opinion Survey) 17% Not available
Current four-year average 11%
% of ADF with previous Cadets
experence (Defence Census). No 9% 22%
historical data.
Detence Technical Scholarship
Number of scholarships awarded 1500 760

Candidate

Reterral Program

Proportion of cendidates referred by
CRP provider who, after completing
a YOU session, are deemed fo be
eligible for a lechnical trade position
within the ADF

# of members referred by CRP
provider
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Anncx D

Noctic Solutions — Recommendations for R2 Lailiatives

| Initlative - Recommendation , Remarks Il
Army Ratention Bonus and NIA By the lima this report is finalised the existing
Allowances bonus scheme will be complete
Navy Relention Bonuses and N/A, By the time this repart is finalised the existing
Allowances bonus scheme will be complete

! Navy Capability Allowance NIA By the time Ihis report is finalised no new

members will be eligible for the payment of this
allowance
Reform of Defence Force No Change New DFR model is siill in its implementation
Recruiting phase {noting intention to retender for the

detivery of the new DFR modal in FY10/11).
Ongoing monitoring of the performance of the
new DFR model is required once the new
conlract is in place. Additional capacily should
be provided by the prime contractor lo cope with
predicted surges in inquities arising from the

. Marketing and Service Branding initiative,

ADF Gap Year See Evaluation of the Australian Defance Force Gap Year Program, April  *
2010
Remuneration Struclure Refonm No Change Remuneration levels will be periodically revised
. 85 per standard Defenca praclice
Defence Home Ownership No Change Now considered a condition of Service sa any
Scheme attempi to reduce benefit likely to have a

substantial negative impacl. Take up and
amount available thmough the scheme should be
periodically reviewed 10 ensure attracliveness to .
1a[ge| population

Reform of DFR: Job Options Nia Nol implemented at time of evaluation

Service .
| Reflorm of OFR: Financial Advice  NfA Not implemented al time of evaluation ',
- Scheme -

Markeling and Service Branding No Change Effort in this area needs o ba maintained 10

generate desired number of enlisiment
inquiries. Periodic review of funding for (his
initiative is recommended to lake into account
need lo counter external factors

Dofence Apprenticeships No Change Given immaturity of pragram, continuation until

{Defence Technical Scholarship) at Jeast interdepartmental review is
recommended

Defence Apprenticeships No Change Success of this initiative was impacted upon by

(Candidate Relerral Program) lhe concurrent introduction of the New OFR

Model - effort should be maintained in this area
to ensure Defence is well positioned for
recruilmenl inlo technical catagories

Expanding Cadels Modify Ongoing funding shouid be cantingent on a
financial audit lo determine how existing R2 '
funds have been expensed and delermine
where additional funding will be directed and the '
expected culcomos of providing this funding

Sea Change - Enhanced Fleet No Change Initiative is achieving ils objectives
Support
Sea Change - Enhanced No Change Initiative is achieving ils objectives [

' Submarine Capability
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| tnitiative - Recommendation Remarks
Medical Officer Professional No Change The increase in the funding for MOPD is now i
Development considered a condition of service for MOs. Any |

attempl to reduce the amount available to MO
for professional development is likely to have a
proparionalty far grealer impacl than any
savings realised. Another funding stream will
need \o ba found lo conlinue to pay this

o allowarnce once R2 funding ceases
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Annex E
Noetle Sotutions — Recommended Addltional KPis for R2 Inltiatives
In the May 2010 review, Noetic Solutions recommended collecting additional data to evaluate specific

R2 initiatives to “facilitate the quanlilative evaluation of what are currently anecdotal or suspected
effects of R2 initiatives”, as follows:

% of members who received the initial payment of the AERRB and who have
[ subsequently discharged and reasons why

Number of members who received the ATTB who are now qualified in the trade for which
they received the bonus

% of members who received lhe NCA and discharged own requesi once the 18 month
ROSO was completed (or shorily afterwards noting requirement 1o provide notice)

% of recruits who pass through lhe new DFR model and successful complete recruit
training (allowances made for medical discharge and like factors)

INumber of Gap Year participants who enlist in the ADF after compleling full-time studies

Number of members who resigned shortly after becoming eligible for ihe DHOAS (that is,
around 1 July 2008}

Number of members who received the DTS who subsequently enlisted in the ADF
(technical and general entry)
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