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The Theory and System of Military Compensation
(Abstract)

With the socialist economic system reform further deepening, the
readjustment of distribution has become the most difficult kernel reform
related to the readjustment of benefit. Compensation are both the sensi-
tive topic in distribution system reform and important area of theoretical
research. There has been much discussion on it about civil organization
but comparatively little formal analysis of that about army. It indicates
from anther aspect the laggardness of military compensation theory
study. This book seeks to make systematic analysis of military compen-
sation system under the dual background of market economy and new
revolution in military affairs. It mainly contains the followings:

1. Environmental background of the raise of military compensa-
tion. The arrival of new revolution in new military affairs has brought
with it a severe challenge to our whole modemize construction of nation-
al defense. Only with talent can we win the modemn and future war.
Therefore, how to build an army commanding such talent as soon as
possible to face the new revolution in military affairs is a new task be-
fore us. Profound changes have been taken place in environment of our
military’ s distribution with the establishment of socialist market econo-
my system. But the way of our military distribution has not been broken
through the framework for planned economy and been transited onto the
right track conformed to market economy system. In other word, our
military wage and welfare system now in effect is incompatible with the
environment and it must be transformed completely.

2. The theory of common compensation and its development. The

S E S E BB B WP — 9



FEAFHNELSHIE

dissertation introduces the latest explanations from domestic and over-
seas about the concept of compensation and reviews the historical course
of the development of commonly theory of compensation. Although there
are some defects in some principles due to limitation of the times, we
can draw significant inspirations from many academic achievements ac-
cumulated over 200 years to our military compensation study under mar-
ket economy condition.

3. The definition of military compensation. This dissertation marks
the first attempt to analyze the military wage and benefits by applying
the common compensation concept and to define military’ compensation
concept scientifically. Meantime, it analyzes its functions. The military
‘wage’ contains the whole of military compensation under planned e-
conomy, such contents of ‘wage’, however, cannot meet the needs of
analysis of military benefit issues with the funding of socialist market e-
conomic. Practical development demands the theory to satisfy the re-
quirements of the times. We, therefore, must develop military compen-
sation concept and theory conforming to socialist market economic sys-
tem.

4. Theoretical support to military compensation. The dissertation
is theoretically supported by theory of wage — labor of both Marx and
western economic theory. Yet, these theories are of guiding significance
to our approach to military compensation under market economic condi-
tion. According to Marx’s political economy theory, wage is the value
or price of labor — power under market economic condition, particularly
including value of the means of subsistence necessary for the mainte-
nance of the labourer, the means necessary for the labourer’s substi-
tutes, the cost of education and training the labourer as a labourer. Ac-
cording to this, military wage is consisted of three parts: value of the

means of subsistence necessary for the maintenance of military service,
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the means necessary for the military service’s substitutes, the cost of e-
ducation and training him as military service. The theory of compensat-
ing differentials, human capital differentials and impartial in western e-
conomics provides support from different angles to military compensation
institution founding.

5. Economic factors effecting the change of military compensation .
There are factors influencing the changes of military compensation in
multi — aspects. This dissertation focuses the analysis on how the mili-
tary compensation is influenced by the economic growth, cost scale of
defend, market price and transition of national income distribution sys-
tem. The cost of national defense is the source of military compensa-
tion, and its quantum and scope also restricts the military compensa-
tion’ s level. Since the construction of national defense is far behind the
economic construction at present, the relative scope of cost of national
defense is lower. Consequently, the level of military compensation is
lower. This dissertation analyzes the trend of variation of cost of national
defense the world over and the variation of our cost of national defense
since the founding of People’s Republic of China and suggests the in-
sufficient input of cost of national defense directly constrains the improve
of military compensation, the undulating of increasing speed of cost of
national defense will cause the undulating of the level of military com-
pensation. How to readjust military compensation based on the national
economic development, reduce the influence of undulating of cost of na-
tional defense, ensure the amny to attract the talents, these are the is-
sues for the research of military distribution to resolve. The level of mil-
Itary compensation is not only determined by its absolute quantum, but
also determined by market price. Therefore, it is of more significance to
study relative compensation.

6. The relationship between military material benefits and career

EE B S X E BB O ——————— 11



FEAFONRE SHIE

tribute. How to realize correctly the relationship between military mate-

rial benefits and career tribute is an unavoidable issue for the military
compensation study. Traditional idea insists on that military career is
destined to sacrifice and tribute. But under market economic condition,

people working in the army have the same human desire and demand as

others working in the civil organizations do. For a long time, it has
been put undue emphasis on the military patriotism, submission and
discipline to the military treatment issues. People always define and
treat military individual benefit according to army’ s social functions and
its traditional views, and sacrifice and tribute become the synonym of
military service. In fact, such understanding violates the objective law.

The materialism principle suggests: a certain spiritual pursue must be
based on an appropriate materials. Military service is a career to make
living. Thus, it should follow the law of comparative benefit, by which
people choose occupation. Therefore, we must consider the factors of
materials benefit as import grounds of compensations policy making and
stimulate people to join army by the stimulate functions of compensa-

tion, so as to make the consistency of construction of national defense
with military seeking self benefit.

7. Inspirations from foreign military compensation system. We can
see from the analysis of foreign military compensation system, that al-
though the social systems between countries are different, their military
compensation systems share the same features, such as basic military
wage continuously going up, more generous pension and higher military
compensation level in the society, from which we can draw lessons to
our establishment of military compensation under market economic sys-
tem. What inspires us from foreign military compensation system is that
we must pay fully attention to the important role of principle of material

benefit in the compensation management, military compensation must
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fully reflect the feature of military labor.

8. Review of traditional military wage and welfare system.
Through the analysis of military wage and welfare since the funding of
People’ s Republic of China, we can conclude that military social stat-
ues are directly correlated with it. Many have an illusion that devotions
to construction of national defense in 50’ s and 60’ s are nothing related
to material benefits, instead, it mainly relies on sense of military re-
sponsibility, honor, sprit of tribute and military ideological and political
work. This is not true. The military wage level then, under the much
backward of social material living condition, was higher than that of na-
tional average in general.

9. The principle and concept of military compensation system de-
sign. Since our country is in an economic transition period at present,
during which, enterprise institution has not been completely established
and government official institution needs further improvement, military
compensation system can not be built up scientifically in a short time
and it must be continued improved with the progressively founding of so-
cialist economic. Therefore, this dissertation can only presents some as-
sumptions and suggestions to the military compensation system design.
Macroscopically, the dominant approach to resolve the issue of military
compensation is to increase the input of national defense cost. Specifi-
cally, we should start our reform with the structure of military compen-
sation and determine its level. To reform the military compensation
structure, it should raise the entry pay, set up reasonable compensation
inter — grade differential, raise pension and military welfare must be
wage — form and monetization. To determine the military compensation
level, it should fix it on the upper middle rank of social level and make
military service enjoy high social position and more attractive profes-

sion .
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10. Military compensation and military social security. With our
country’ s social security system reform further deepening, the reform of
military social security system has been placed on agenda. One can re-
alize from the aforesaid concept that military welfare should be included
in military compensation. But it is not under planned economic system
owning to material supply system. With socialist market economic sys-
tem progressively improving, military medical treatment and pension
will be taken the form of insurance as civil organizations do instead of
welfare system. The lack of this partial income in the present military
compensation hinders the reform of military social security system to be
carried out smoothly. Military compensation system reform should be
kept up in respect of housing, medical treatment, old — aged timely in
order to avoid to fall into a i)assive position. Therefore, in the process
of China’ s military compensation institution founding, we must take it
into consideration to realize military welfare wage — form, monetization
and socialization as soon as possible. The dissertation focuses its dis-
cussion on ex — service man’s insurance for medical treatment and old
— aged of overall military insurance. Meantime, it analysis the military
housing reform issues directly related to military compensation monetiza-
tion. Military housing monetization distribution institution now in effect
is a conceptional one. Although housing subsidy is implemented, it is
only linked up with wage without included into the wage. What military
service receives is not money but ability of payment. And in fact, only
armyman transferred to civilian work and ex — serviceman can get such
subsidy while others cannot. Therefore, the further direction for reform
is to add housing subsidy into compensation according to the request of

housing monetization .
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