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TO AMEND THE NATIONAL SERVICE LIFE
INSURANCE ACT

THURSDAY, MARCH 25, 1943

- Unitep STATES SENATE,
SuecoMMITIEE ON VETERANS® LEGISLATION,
oF THE CoMMITTEE ON FINANCE,.
: S Washington, D. O.
The subcommittee met at 10: 30 a. m., pursuant to call, in room' 312
. Sena{le_ Office Building, Senator Bennet{ Champ Clark (chairman)
- presiding. .

Senntogr Crarg, The committee will come to order. - - :

Senator Brooks, will you come forward, please. .

We have, for consideration this morning S.-877, a bill to reduce the
rate of interest on loans secured by United States Government life
insurance to 3 percent per annum. e L ST
© (8. 877 is as follows: . L

(8. 877, 78th Cong., 1st sess.)

" A BILL To reduce the rate of Interest on loans secured by United States Government life
insurance to 3 per centum per annum

Be it cnacted dy the Senate and Iouse of Representatices of the Uniied
States of America in Congress assemdled, That the rate of interest charged for
any perlod of time after June 30, 1843, on any loan secured by a llen on United
States Government life (converted) insurance shall be 8 per centum per annum,

STATEMENT OF HON. C. WAYLAND BROOKS, UNITED STATES
SENATOR FROM THE STATE OF ILLINOIS

Senator Crarg, Senator Brooks, do you desire to make a statemént
on Senate bill 8771 ‘

Scnator Breoks. Yes, sir; I do, Mr, Chairman,

Senator Crark. Will you proceed, Senator. .

Senator Brooks, S. 877 is abill to reduce the rate of interest on loans
secured by United States Government life insurance to 3 percent per
annum. This bill provides~- .

That the rate of interest charged for any period of time after June 30, 1043,
on any loan secured by a lHen on United States Government life (converted) In-
surance shall be 3 per centum per ennum. . .

The rate of interest on these loans was reduced on April 19, 1939,
to 5 percent, which rate has prevailed since that date. .

- I have been informed by the Veterans’ Administration, that on
January 31, 1913, the latest date for which figures are available, there
were loans outstanding on approximately 165,882 policies. -
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The actual amount of policy loan outstanding was $143,216,288.05,
The amount of interest under my bill at 3 percent on these loans would
be $4,206,488.64. This would mean a saving to the policyholders of
$3,864,325.76 annually, L )

The argument submitted by the Veterans' Administration which re-
ported adversely on this reduction that the reduction to 3 percent
would mean a large loss in dividends to policyholders who are keeping
up their premiums and their loans, e ]

It seems to me that the Veterans' Administration loses sight of the
benefits that would be preserved to policyholders with loans who
are unable to keep up those payments at the present high rate of inter-
est, Many of them now find it impossible to FaK the interest on
their loans and it is only a question of time until the equity in their
policies will have been consumed and it will be necessary for them to
default in payment. .

- If thedividend rate of sgﬁpercent on thess policies is actually bein

- credited to policyholders, there would be only a small loss sustain
by reducing the rate of 8 percent. The loss would be more than off-
set by protecting the interest of those policyholders having loans who,
by their reduction, would be able to keep up their payments.

The Veterans’ Administration is maintained by " appropriations
- made by the Congress, All oxpenses of administration are paid from
these appropriations, Insurance companies must pay all of their
current expenses from receipts from Eo icyholders without the aid of
such appropriations as are-made by the Congress for the maintenance
of the Veterans’ Administration.

. It is asserted further, that the Bureau of the Budget is opposed
- to this change in interest rate. This is naturnl because of the saving

that would be made to the policyholders. The expense of the admin-

istration, however, would not be any greater than under the present

* interest rate. ~

© Interest rates charged by the numerons agencies of the Government
vary from 114 percent to 6 percent. Practically all of them have
been reduced. Many of them are lower than the rute provided in
this bill. Commodity Credit Corporation loans on farm products
are 3 percent. Many farm loans are 3 percent. Loans by the Rural

- Electrification Administration are as low as 2.46 percent for the con-
struction of utilities. The Reconstruction Finance -Corporation is
malt(ing loans to railroads for 4 percent and for équipment at 3 per-
cent, )

Senator CLARK. Senator, it is also true, is it not, that o man that has

. 8n insurance polxcg in an ordinary private insurance company, which
is always assignable, can take that policy to the bank and borrow

_money at 3 and 314 percent{

Senator Brooxs, Yes; I think that is ttue.

Farm Credit Administration loans are made at rates as low as 114
percent, this rate being charged to intermediate credit banks and co-
operatives, A bill to reduce the Hone Owners’ Loan Corporation

_ mortgage loans to 3 percent is now pending. A

. In view of the increased cost of living, and the struggle that is
being made by these policyliolders to keep up their payments to the

Veterans’ Administration, I feel’that this reduction in interest rate

should be made at this time. .
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Senator CLARK. Any questions, Senator La Follette?
Senator La Forrerte. No.
Senator Crark, Senator Walsh?
3enator Warsu. No,
Senitor Crarg. In that connection, I desire to read in the record
tlns.tlm_e a letter which I recently received from a former com-
de of mine iu the Thirty-fifth Division, of Jefferson City, Mo,
_nting out exactly the situation to which you have referred.
Je says:
JE¥FERSON City, Mo., Febdruary 27, 1943.
n. BENNETT O. CLARK,
United States Senate,
Washington, D. 0.
EAR BENNETT: I ran Into a situation in which I thought that you, as the
standing friend of the veterans, would be Interested. [ recently had oc-
on to make a life Insurance lean and found that, while the Government
rged 6 percent Interest on the Government war risk insurance, I could get
ank loan at 3% percent at any of the large St. Louls banks on my ordinary
insurdnce company policles. It is true that if the life insurance company
uestion had made the loan the charge would bave been 8 percent but since
policy was assignable I could obtain a bank loan upon the policy as sole
1rity. On the other hand the bank would not loan a cent on my Government
risk Insurance because it {s not assignable. It seems to me that §f the gov-
meént adopts the policy, a proper one, of makiug the policy nonassignable
hat it Is impossible for the veteran to take advantage of low money rates
+¢d by commercial banks, the government ought at least (o afford a veteran
)an rate somewhere near in line with comrierclal bank rates, There {s
1ing in the losurance policy contract which prevents, The provision Is that
rate shall not be more than 8 percent so that the contractual rights of other
syholders would not be violated if the Government loaned at the rate of 314
nt or perbhaps 4 percént.
the Vetérans’ Administration proves unreasonable, it seems to me that it
1d be appropriate for the War Rlisk Insurance Ac¢t to be amended to require
18 to be made at a rate not exceeding the prevailing comnierctal bank rates
- the Veterans’ Administration dirdcted to fix the rates perhaps once a year,
adniinisiration directed to fix the rate perhaps once a year, and give the
“ans the benefit of ahy reduction in the rate on outstanding loans, from and
* the time the new rate Is fixed.
1ere are probably tens of thousands of veterans who are paying & rate of
est that Is extortionate in view of the carrent'low trdtes of interest and do
1ave other insuratice upon which they can rely to obtain a loait through a
‘ at a reasonable rate. A policy loan Is one of the safest loans the Veterans’
inistratlon could make, as it is secured by the pol(c{ reserve and the policy
1des that loans are to be limited to 94 pércent. 1 do not think that the
“ang’ Admin!stration deliberdtely futends to pldy the part of Uncle Shylock,
attribute It merely to bureducratic inertia and red tape.
ianking you for all the courtesies you have rendered me In the past, I am,
Yours sincerely,
Jorx M. Horues,

10 committee has not yet had a report from the Veterans’ Bureau
. 877 but an identical bill was introduced at the last session on
th the Veterans’ Bureau did submit a report, and I ask that it be
rgorated into the record.

*he letter referred to is as follows:)

WaLteR F, GQmoRGE,
teling Chairman, Committee on Finance,
United States Senate,
Washinglon, D. 0.
DEAR SENATOR GEORGE: This 13 in reply to the letter of June 6, 1841, re-
ing a report on S. 1507, Seventy-seventh Congress, a bill to reduce the rate

JuLy 22, 1041,

i

&
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of interest on loans secured by United States Government life Insurance to 8
percent per annum, which provides as follows:

“TI'at the rate of Interest charges for any perlod of tlme after June 30, 1941,
on any loan secured by a lien on United States Government life (converted)
{nsurance ghall be 3 percent per annum.”

The provisions of this bill are simllar to S. 3283, Seventy-sixth Congress, “a
bill to provide for a maximum Inteiest rate of 3 per centum on loans secured by

“United States Government life-Insurance pollictes,” on which the Veterans' Ad-

.ministration furnished the committee with a report under date of March 22,
19°0, which concluded with the statement that advice has been recelved from the
Bureau of the Budget that the proposed legislation would not be in accord with
the program of the President,

The Introduction of level premium life insurance brought about the necessity
of building up large insurance reserves and companles operating on this system
are frequently referred to as *‘old line” or “legal reserve” companles. From a
practical viewpoint, these reserves- represent prepayments on account of pro-
‘ tection to be furnished in the future, since the level premium by itself would
not be sufficient at the older attained ages to cover the current cost of protection,
The premiums are calculated on the assumption that these reserves arve invested
to earn a certain rate of Interest. These interest earnings are necessary In
additlon to the contributions fr(m the premiums to produce an amount sufficient
.to enable the insurer to meet the obligatlons under the contract. One of the

-advantages of this form of Insurance !s the low net cost due to the fact that
Interest earnings help to pay the cost of protection.

In the early days of life insurance, if the insured stopped paying premiums,
hlg Insurance lapsed and the reserve was forfeited to the company but it was

" pécognized that the fnsured had an equity therein and the so-called nonfoy-
felture values, such as cash, pald-up and extended insurance values, were
introduced Into the policy contracts. The only way In which the lusured coutd
avail himself of these values, however, was to lapse his policy. In order to
conserve the insurance and to enable the insured to retain his fnsurance in full
force, loan values based upon the cash sirrender values were introduced.

At first these loans were granted only for the purpose of paying premiums
on the policy but competition among the companies resulted In a liberalization
of the loan provislons so that now there are no restrictions as to the purpose
for which loans may be obtalned. )

This Lbaralization resuited In a conditlon which tended to defeat the very
purpose the loan provision was originally designed to accomplish—the conserva-

-tion of the insurance. A policy loan can be procured much -more easlly than
atny ;lther form of loan} no comaker is required or any evidence of financlal
standing, .

Life Insurance contracts cover long perlods of time, sometimes ruuning for
50 or 60 years, and the terms of the contracts must provide for conditions over
simllar periods as nearly as such conditions can be anticipated.

The funds must be safely invested over long perlods; they cannot be handled

-like a banking business. It is not feasible or practical to provide for changes

in the interest rate on policy loans conforming with the fluctuations in the money
market. The Interest rate must be fixed at a fair rate which it may be
reasonably expected will remaln gtatic during the life of the policy so that
both the assured and the insurer may be protected, the one against being
charged an excessive rate when money Is commercially commanding high rates
and the other against having to fnvest its funds at a low rate when rates of
interest temporarily are low for ccmmercial transactions. It will be percelved
. :ll]mt such a pollicy is entirely consistent with the theory of level premium
insnrance,

Tha determination of the rate of interest to be charged on poltey l¢ans Is not
entirely a questlon of value of the securlty but it Is al<o to a great extent a ques-
tion of solvency. The World War Veterans’ Act, 1024, as amended, specifies that
the basis of calculation ¢f the reserve and all other values shall be the American
Experience ‘Table of Mortality and Interest at 3% percent per annum. The rate
of interest on policy loans, if fixed at a rate not to exceed 3 percenf per annum
in accordance with the terms of the proposed legislation, would be lower than the
rate required to be earned on fuvested assets in order to maintaln the reserve.

‘The factors which govern the fixing of the rate on policy loans are not at alf
compatable with the reasons which influence the determination of the rate to be

:charged on mortgages or collaterat loans! The company can consider each of
these latter types of loana accordlng to its current Incilnatfons and accept or
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rej?cozI at will. It can also refuse to renew the loan at the end of any renewal
period.

The experlence of Insurers generally has deflnitely demonstrated that the rate
of Interest on pollcy loans has a declded effect upon the question of conserving
the Insurance for the beneficlaries. Any materfal reduction In the interest rate
might result In many unnecessary loans, thus defeating the very purpose for
which the Insurance was intended and, as it Is the policy of the Governtent to
expend every effort toward conserving the veterans’ equities In their policles, It
i uot belleved that it would prove generally teneficial to reduce the Interes: rate
on policy loans.

1he questlon of the most equitable rate to charge on policy loans granted under
United States Governtent life (converted) insurance has been under considera-
tion on varlous occaslons and section 7 of Publie, No. 188, approved July 19, 1039,
provides as follcws:

“Sec. 7. On and after the date of enactment of this act, the rate of Interest
charged on any loan secured by a lien on United States Government life (con-
verted) insurance shall not exceed § percent per annum.”

All premiumns pald on United States Government life {converted) insurance
and all interest earned thereon are covered into r separate fund In the United
States Treasury deslignated as the “United States Guvermment life Insurance
fund,” which i3 a trust fund adminlstered by the Guvernment as trustee for the
sole benefit of the policyholders. The Government derlves no profit whatever
from the administration of the fund, which may be used only for the payment of
claims under United States Government life (converted) insurance contracts and
dividends to the policyholders themselves. In conslidering the United States
Governuent life insurance fund, It must be clearly understood that the beneficlal
interest in the reserves belongs exclusively to the pollcyholders. When an insured
borrows on his policy he is not borrowing his own money, but he is borrowing
from the general fund which {3 for the benefit of all policyholders. If money
were loaned to one policyholder at a decreased rate of interest, it {s obricus that
it would be done at the expense of the other policyholders who have not exercised
their loan privilege.

The amount of policy loans outstanding Apr. 30, 1041, was $150, 532, £04. 41
Amount interest for 1 year, at 5 percent on above_.__.__._._____ 7, 526, G45. 22
Amount interest for 1 year, at 8 percent on above. .. __.._.__ 4, 515,087.13

Therefore, on the basis of the amount of loans outstanding April 30, 1841, the
amount of the Indicated loss to the fund would be approximately £3,000,000, which
would be reflected in reduced dividends, thereby fncreasing the cost of protection
to the polleyholders. Moreover, if the rate of Interest charged on policy loans
were reduced as proposed, there 1s no doubt there sould be an fncrease in the
number and amount of such loans, with a corresponding increase in the amount
of the loss to the fund.

In consllering legislation which tends to decrease fhe income of the fund, it Is
essential that some thought be given to its potential labilitles. In addition to
Insurance ngainst death, Government life-insurance policles provide protection
agalnst total and permanent disability at no increased premium cost. The rate
of loss under such matured policies advances ns the age of the Insurance group
Increases, and it {s very likely that a large number of such group will have become
totally and permanently disabled at the advanced ages. While, in the opinfon of
our actuarles, the reserves established will prove svflizient to meet all future
labllities, this may be a doubtful prospect were future investment earnings
severely curtalled, and, if the rate of losses should Increase to any appreclable
degree over and above the rate of expected losses established by the Amerlcan
Experlence Mcrtality Table the reserves may prove to be inadequate, with the
result that the Government would be required to make substantfal appropriations
to support the fund. If the Government life-Insurance fund Is to be maintained
on a self-supporting and solvent basls, the advisability of retafning present futer-
est rates on loans -Is clearly Indicated. The reduction of such rates for the
benefit of borrowers will be accomplished at the expense of those of the Insuraice
group who do not avalil thenmselves of loan privileges.

It may also be assumed thal the expense of administeriog the Governmert life-
iosurance fund would be greater because of the Increase In the number and
amount of such loans. It is a fact that In every transaction under a policy the
cost fs greater when a loan s In existence than when there I8 no lean.  Additlonal
and sometimes arduous calculrtlons are necessary, thus {nvolving considerable
additional expense in determining the period of extended Insurance, surrender

84815—423—2 .
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value, death clalm, total- and permaunent-disability clajm, reinstatement, and
other similar operations where a loan is involved. It follows that the cost of
operations Incidental to the granting of loans and the malntenance of loan
accounts would be {ncreased.

Addltional expense In baudiing this work would also be incurred by the.Treas-
ury Department and the General Accounting Office, If the number of policy loans
were materlally fncreased, which would no doubt be the result if the loan interest
rate were reduced to 3 percent.

It is not belleved, Lowever, that the cost to the Government because of any
additional administrative operations would be a valid reason for opposing the
enactment of this bill, because if the bill were correct in principle, the cost, which
would be limited, should not be a fa. ‘ir. .

In view of the foregolng, the Veterans’ Administration s unable to recommend
favorable consideration of the biil.

Advlce has been received from the Bureau of the Budget that the enactment
of the proposed leglislation would not be in accord with the program of the
President.

Very truly yours, .
FrANK T. HinNrs, Administrator,

Senator Brooxs.. Thank you very much. ,

Senator Crark. Thank you very much, Senator.

The committee will pass to the consideration of S. 903, a bill
amending section 602 (dg (1) of the National Service Life Insurance
Act of 1940.

(S. 903 is as follows:)

(8. 903, T8tb Cong., 1t sess.)
A BILL To amend section 602 (d) (1) of the National Service Life Insurance Act of 1840,
as amended

Be it enacted dy the Senate and House of Recpresentatives of the United
KStates of America in Congress assembdled, That section 602 (d) (1) of the
National Service Life Insurance Act of 1040, as amended by section 10 of Pubdlie
Im; ‘:1360. Seventy-seventh Congress, December 20, 1941, is amended to read
as follows:

“(d) (1) Any person In the active service and while In such service shall
be granted such insurance without medical examination and without medical-
history statement upon abplication therefor In writing (made within one hundred
oand twenty days after the date of enactment of this amendatory Act) and certifl-
cate signed by his immediate commanding officer stating that the applicant
fs mentally angd physically fit to perform military or naval duty and upon
payment of the premiums: Prorided, That after the expiration of such one-
hundred-and-and-twenty-day period any such person may be granted national
service life insurance at any time upon application, payment of premiums,
ﬁnd“;v,!dence satisfactory to the Administrator showing him to be in good

ealth. .

Senator CLark. I understand that Colonel Harrellis here and desires
toleave early so we will put him on first.

Come forward, Colonel, and have a seat.

Will you simply identify yourself for the record?

STATEMENT OF COL. W. F. HARRELL, LIFE INSURANCE OFFICER,
WAR DEPARTMENT

Colonel Harrrru. I am Col. W. F. Harrell, Adjutant General's
Department, life-insurance officer, War Department.

Senator Cr.ark. You may proceed, Colonel.

Colonel Harrews. I was called on the phone late yesterday afternoon
to come down, Senator, and I have not had an op[)ortunity to prepare
a formal statement, so what I will have to say will be extemporaneous.
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Senator Crark. Very well, .

Colonel HarrzLr, It is a fact that we have a considerable number
of men in the service that have no national service life insurance or if
they have any it is very little.

’ghey are the older men, the men that came in first, and have been
sent overseas, the first ones to go. We have been tt;yn(nig to get those
men insured, but under present requirements it is quite difficult, due to
military service, and that the man must have, if he is rated over 120
days, a complete physical examination,

I doubt ip there are enough doctors in Africa and Australin to take
care of the wounded and the sick, I know it was so in the last war,
and I assume it is about the same in this war.

The Veterans’ Administration has very kindly and considerately
extended the requirements for the physical examination, but that has
not produced the results that we hopedj for, and the presentation of this
bill, as I understand it, is to eliminate the physical requirement again.

Senator Crarx. It simply extends the time, does it not?

Colonel Harrerr. Yes, sir.

Senator Crark, The time within which a man will be allowed to
avail himself of the privileges granted him by the act passed by Con-
gress last December.

Colonel Harrerr. Yes, sir.

In the meantime, we have collected a group of officers who are expe-
rienced in this insurance work and we are sending them overseas to
operate under the direction of the different commanders, and we
believe that if we can have this extension, if it is granted, we can pretty
well clear it u{;.

I do not believe that any of us are so much intercsted in the fact
that the man did not get this insurance as we are in how we can
help them to correct it. As I see the problem the Congress wanted
every man to have a policy and it was the hope, I iniagine, of every
American, that those who died would have this protection,

Senator CLark. That is entirely correct, Colonel.

Colonel Harrers. So why they haven’t got it isn’t material. The
fact is that they do not have it, and the thing that we can get it for
them is all that counts.

There is one other angle to it, and that is already occurring.

We have just begun the war, and we have more casualties already
than we had in the last war, As we go ahead we.are going to have
an awful number of men killed, and they are going to come from
every commumtz‘.)

Now, if this down the road had a careful, energetic, zealous
captain, one who helped him get his policy, and another boy a little
further down the road, who -vas neglected or overlooked, or for any
reason, it is immaterial, didn’t get a policy, people are going to as
how you permit such a thing to come about, how does this woman
get $68 a month for life and this woman is getting nothing, when he
was just as good if not a better boy.

Then there is another angle to it. Morale is a very essential
element of success. Without it dyou are not going to have success.

If these men feel that their dependents, wives and children and
mothers, are protected, they are going to be better soldiers.

I can’t overstress the morale end of it.

- g o i
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Now, this is going to cost money, of course, but it won’t be money
that is lost.

It will be money that will go back into all of the communities of
the United States. Everybody will get some of it. And it will
tend to help hold up the economic structure after the war.

It will still be in circulation and it will help us. '

In some checks that we have made of those who have died, we have
found a large percentage, so I am told—I didn’ actually check it
myself, but I was told by an officer in whom I have confidence, that in
this last airplane accident, where there were some twenty-odd killed,
more than 52 percent did not have it,

One check, which we made from overseas, showed that about 25

rcent didn’t have it. And of those that did have it, they only

ad a few thousand, two or three thousand.

The benefits payable under this law sre on a monthly basi: and for
a stipulated period of time, or for life, und if the man has only
$2,000 his mother or wife will be getting $9.40, or some insignificant
amount, for a long period of time.

It is going to be difficult to explain. Unless we correct- it now,
I believe we will be forced to do it later.

I would be glad to answer any questions,

Senator Crark. Y.agree with you, Colonel, that there is no necessity
or point in undertaking to go into the reason and detail as to why these
men haven’t taken that insurance, but it is a fact, is it not, that the men
in the service, particularly men overseas, and who don’t have the
opporrunity of reading newspapers, American newspapers, to any
particular extent, have no means on earth of knowing what their
rights and privileges with respect to insurance are, and unless some
system is devised to have them informed by the commanding officer,
or the company commander, they will not be informed?

Colonel Harrerr. Exactly, sir.

Senator Crarx. I am not criticizing the War Department

Colonel IarreLL. I shan't object, Senator, if you would.

Senator CrLark. I don’t desire to criticize the War Department, I
realize that they have been faced with a tremendous job, but it is a
fact that many of these men didn’t have insurance because they
hadn’t been adequately advised, isn’t it?

Colonel Hargerr. That is correct, sir,

Scnator Crsri. And it is also a fact, is it not, Colonel, that the
base pay of these men has been substantially increased since the
original provision which granted them this insurance without ex-
amination.

Colonel Harrerr.. Yes, sir.

Senator Crark. So that many men are in a position to take the
insurance now who were not in a position to take it before.

Colonel HarrerLL. Yes, sir.

Senator CrArk. You notice that there are no automatic festures
to this bill, it is simply an extension of the privilegs granted last
December that permitted these men to go in without further physi-
cal examination.

Colonel Harrerx. Yes, sir,



AMEND THE NATIONAL SERVICE LIFE INSURANCE ACT 9

Senator CLark. Of course, every man was presumed to be in good
physical condition when taken into the Army, and this simply pre-
serves that status. '

Colonel Harrerr. That is correct. .

Senator Crarx. I don’t want to ask for any military secrets,
Colnnel, but could you give us an idea as to the number of men
overseas, who have not taken insurance? As I say, if it is a mili-
tary secret, you need not answer,

Colonel Harrerr. We have made checks in different localities; the
War Department sent out oflicers, and the result of these checks
indicate that about 25 percent did not have it, and a considerable
percent only had a few thousand dollars. -

What we find here, and what we confirm’ by a check of the
casualtiecs—tho casualty lists over there tend to close it together and
to give us the true picture.

Senator Cuark, I have seen estimates by some of the veterans’
organizations that that number would prebably be 700,000 or 750,

men.

Would you think that estimate would be high?

Colonel Harrern. I think it is quite high.

Senator Crarg. That is, for overseas. You think it is in excess of
25 percent of the men who are now overseas,

Coloacl Haenere, Yes, sir,

Senator Crark. Colonel, I gathered from what you said that the
War Department is now prepared to put on a campaign to apprise
these men of their iu‘ivile res and bring about as complete an insur-
ance coverage as is humanly possible under the circumstances, is that
correct?

Colonel Harrerr. That is correct.

Senator Crarx. Any questions, Senator,

Senator La l"Omer:.qNo.

Senator Crark. Senntor Walsht

Senator Warsu. No.

Senator Crark. Senator Millikin? .

Senator MiLrigin. Colonel, is a man considered on active service
from the time that he is sworn in until the time of his discharget

Are there any circumstances by which in that interval he is not
considered as being in active service?

Assuming a man is on detached service, for example, or purely
civilian work.

Colonel Hagrrerr. No, sir; he is still on service until he is discharged
or separated by court martial. He may be detached, but he is still on
active duty.

Il-fe may be hospitalized but is still in for duty as soon as he is
well.

Senator, 1 would like to pay my respects to the Vete.ans’ Adminis-
tration, General Hines and Mr, Breining, who have done a great
deal for us. They have helped educate our officers and have conducted
our schools all over the United States during the last several months,
and have extended special considerations to us, for which the Army
is grateful. :

-~
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This is a matter that must be corrected by the law if it is to be
corrected.

Senator Crark. What is the premiuin on a $10,000 policy, Colonel?

Colonel Harrerr. The average premium is about $7.

Senator Warsa. A month?

Colonel Harrerr. Yes, sir, It runs from around 6 to 8 dollars; 40
years and over, it is about $8. '

Senator Warsu. Has any consideration been given to a compul-
so&law, compelling them all to take out insurance?

lonel Harrern. Well, I made a recommendation, it was not
favorably considered, that the law be made compulsory.

Senator, frankly, if I had my say, I would give it to them, They
are fighting our war as well as their own, and if they lose it, we are
going to be out of luck. We don’t know how much morale will be
added by a statute of that kind, but it would certainly help in the
furthering of the ends of the war.

Senator Crarx. Under the present system, Colonel, the Govern-
merll‘t 1pays about three-fourths of the ultimate cost; isn’t that about
right

%olonel Harrern, That is about right, sir.

There is some objection, on different angles, to having it com-
pulsory and, of course, we don’t want to make people do anything.

Senator MiLLikiN, What are those objections?

Colonel Harrern. Well, being Americans, we naturally resent be-
ing told to do this, and the other, and required to do it, and you take
the initintive away from the man,

Senator Crark. I agree with you, Colonel.

If I had my way, I would give it to them,

Colonel HarreLr. They arve out soldiers.

Senator La Forrerre. I introduced a bill to provide that at the
last session. -

It was not approved by any of the agencies.

Colonel Harrerr. If any consideration is going to be given to that,
T would recommend that this go through first, because we need it now.

Senator Crarg. This is an emergency bill, and ought to be passed

" as early as possible,

Colonel Harrerr, Yes.

Senator Crark. But, as far as I am concerned, I may say that I
would be very much in favor of the bill Senator La Follette intro-
Quced at the Iast session; I hope you will introduce it again, Senator.

Colonel Harrerr. I think they deserve it,

Senator MiLuikiN, Colonel, have you figured out the cost of a
universal compulsory insurance system?

Colonel Harrerr. No, sir, Senator; but it would run into millions
of dollars, I don’t know. Mr. Breining is here, I think that 214
billions was about what the last insurance law cost, in 1917,

Senator Crarg. Colonel, I asked you if you thought 700,000 or
750,000 men would be high as to the men overseas, and you said it was,

I should have asked you if that would be right as to the over-all
picture of the men in the service. )

Colonel Harrerr, I think that would be right ; yes, sir.

Senator CraArg. That was my mistake. Are there any further
questions?  (No response.)
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Thank you very much, Colonel.
Colonel Harrerr, ‘Thank you.
Senator Crarg. Colonel O’Brien.

STATEMENT OF LT. COL. JOSEPH F. O'BRIEN, LIFE INSURANCE
SECTION, WAR DEPARTMENT

Senator Crark. Will you identify yourself for the record?

Colonel O’BrieN. Col, J. F. O'Brien.

Senator Crark. You are familiar with this bill we have under
discussiont

Colonel O'Briex. Yes, I am, sir.

Senator CLArk. Do you have a statement to make about it? Or,
any observations to submit?

Colonel O'Briex. I should just like to add a few thoughts in cor-
roboration of what the colonel has already broadly discussed with

oLt
) Senator Crsrk. Yes, sir.

Colonel O’Briex, That is, the conditions among our troops with
reference to their inability to get some of this national service life
insurance,

Illustrative is a letter I have in my hand from the commander of one
of our European theaters, dated February 13, He says:

Individuals who are accepted for general military duty in any capacity are
frequently found fneligible for national service life insurance. One of the most
frequently recurring examples is of individuals with mild systolic hyperteasion.
Although entirely fitted for military duty in any ecapacity, such Individuals are
not given insurance, :

This discrlmination not only violates the principle of group Insurance, but Is
fnconsistent with the granting of nattonal sgxvice life Insurance to air crews
aud other personnel in especially hazardous dutles.

This discrimination also serfously affects the morale of the majority of the
applicants who are rejected on physical grounds.

Recomnmend modifications of existing law to permit any person accepted for
military service to be eligible for national service life lusurance.

That is but_typical of reports received from the overseas com-
manders and local commanders of posts, camps, and stations.

Senator Wavrsir. Are they all given a thorougﬂl examination before
entering the service?

Colonel O’Brien. They are, Senator.

Senator Wavsir. And you would consider that for insurance pur-
poses is satisfactory ?

Colone! O’Briex. Exactly, sir.

Senator CLagg. In other words, a man may be in excellent physical
condition, sufficiently, so to pass the physical examination to get into
the Army—sometimes the most hazardous lines of duty in the Aviy,
and at the same time, under technical insurance rules be ineligible for
insuranée after 120 days from his entrance into active duty.

Colonel O’Briex. Exactly, Senator.

Senator WarLsn. A fairly considerable number of men have en-
tered the armed services, being physically fit at the time of entering,
but shortly thereafter have developed mental break-downs and some
of those men are in hospitals now.
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Colonel O'Briex. That is very true, Senator.

Senator Warsx. And it is due largely to the change of environ-
ment,

Colonel O'Brien. Yes, sir.

Senator Warsn. And mental anxiety and worry, and inability to
adjust themselves to such a change from their normal existence,

'olonel O'BrieN. Exactly.

We feel that there is a very small percentage of those, however,
Senntor. We are primarily concerned with that group overseas,
that are up at the front fighting, and have something in their medical
record that precludes them from getting insurance today under the
rulings of the Veterans' Administration.

Senator La Forrerte. S. 903 would substitute a certificate of the
company commander that the applicant is mentally and physically
fit to perform military or naval duty for the detailed examination
now required under the existing law; 1s that correct?

Colonel O'BrieN. That is true.

Sznator Crark. There are a great many men in active combat duty
who may be in excellent physical condition, able to pass an Army
medical examination, but it is physically impossible to give it to them,
and a man would be killed before he would have an opportunity to
get a medical examination; isn’t that truef

Colonel O'BrieN. That is entirely correct, Senator.

At this point, I believe it might be helpful to place in the record
a copy of the Veterans’ Administration Form 350-A, which a man
in continental United States—not at staging areas—is required to
execute himself, in tremendous detail, and in addition, undergo a very
detailed medical examination by our Army physicians. The Vet-
erans’ Administration rejects many of these applications solely on the
basis of his pre-war medical history.

To execute these applications in whole or in part in the jungles
of Africa, or out in the desert, or at any one of our other 50 points
in the world where we have troops today is almost an impossible
situation, .

Senator Crarx. That may be included in the record.

(The form referred to is as follows:)
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Senator Crark. Are there any further questions, gentlemen$

éljo response.)
nator CLARK. Anything further?

Colonel O’Brien. The sad conditions we speak of here can only
break down morale among our troops. This we must guard against,
especially in the far-flung points around the world where our troops
are now fighting for the Nation’s existence.

Morale of the folks back home is equally important, and we in the
War Department feel that it is just as important to maintain the
morale of the dependents of our soldiers. These dependents are the
beneficiaries on the National Service life insurance policies.

Illustrative of thissituation on morale back home is this Jetter typicel
of those now coming in increased volume to the War Department from
nll parts of the country.

EAasT NorwaLk, CONN.

DEAR Sig: 1 am writing to you because I feel that you can help me, Also I am
writing for someone else.

A soldier, who s marricd and has one child, has been In the Army almost a
year anid in all that time has been refused Army insurance because of high blood
pressure.  Now, Insurance fn itself is a savings, and it anything should happen,
kiled in action or such, to him, his wife and clild would be left destitute as the
child is too young to be left In the eare of anyone and Is a slckly baby at that.

Now, the wife thinks that If the man does not come up to the Army standards,
then what is he (doing there?

I would like to know whether this man would be sent overseas fn his condi-
tion, or if he Is entitled to a medical discharge.

Excuse me If 1 have taken up too much of your time, and thanking you for
the Information in advance, I remain

Respectfully,
Miss MARGARET CARDO.

Senator Crarg. The Government should either provide insurance
for a man, or else give him an S. C. D. and turn him out of thie Army.

Colonel O’BrieN. We in the War Department feel, however, S2na-
tor, that if the Army doctors feel the man is fit and able to die in battle
le should be able to get National Service life insurance from the Vet-
erans’ Administration.

Senator Crark. Are there any further questions?

No response.)
nator Crark. Thank you very much, Colonel.
Colonel O’BrieN. Thank you,
Senator Crark, Mr. Odom.

STATEMENT OF E. E. ODOM, SOLICITOR, VETERANS'
ADMINISTRATION

Senator CrLarx. Mr. Odom, I understand that General Hines was
unable to be here this morning on account of another engagement?

Mu. Orom. Yes.

Senator CLark. Have a seat, Mr. Odom.

Mz, Ovodt. General Hines wanted me to convey to the chairman
that he could not be here, but that he considers these two bills which
the committee is considering this morning to be two very important
bills and on which he desires to be heard, if it is possible, before action
is taken by the coinmittee.

He will be available any time atter this morning.

Ba e F -
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He has not had an opportunity-to réport on either bill this Con,
although an adverse report was made on one identical bill last Con-
gress.

" Mr. Breining, the Assistant Administrator, will testify on the tech-
nical nature of these bills. I may only say that we hadn’t anticipated
any renewal of the proposition to extend another 120-day period for
the purpose of applying for insurance inusmuch as all men in the
service have had at least one such period—many of them, at least all
. of those who were in before December 20, 1941, had at least two, and
many of them three periods during which they could apply for insur-
ance—and those of you who were here at that time, although not all of
the members of this subcommittee were here, will recall the Vanden-
berg amendment, Public, 360, Seventy-seventh Congress, the act of
December 19, 1941, which declared a then congressional intent that
“The Congress hereby declares that no further relief of such charucter
will be granted.”

I think the purpose of that as we understand it, was of course, to let
men know that they must apply for insurance by a certain time, and
those who ave foresighted, at least, will do so.

Senator Crarg. Mr. Odom, the testimony, uncontroverted testi-
mony up to date, has been that these men haven’t had a chance in
many cases to apply for the insurance, because they had not been
apprised of their rights and opportunities as to the taking of insur-
ance.

When a man is out in Guadalcanal, Iceland, or in north Africa, en-
gaged in combat, he does not know what his rights are unless his com-
pany commander, or someone in authority, apprises him of them.

Mr. Opost, I assume, Senator, that no man is sent to Guadaleanal or
any other combat zone, without being in service in this country for
more than 120 days. T assume that is true.

The other picture—the other side of the picture if it may be suF-
gested, sir—is that the people who are not foresighted perhaps would
take a chance if they knew that such privileges were to be extended
again and again, and to the extent that they would deprive the insur-
ance fund of premiums which otherwise would be payable if they ap-

lied within 120 days after th?iv are inducted into service, it would

ost, and to that extent it would approach more nearly the nature of a
gratuity, in that n man might apply just before goingcmto battle, and
pay one premium, in which event, of course, it would be almost entirely
gratuitous.

On that feature, we feel that those in the service in this war are
deserving of every consideration the Nation can afford to give them,
but the question always recurs to our mind, when you are giving a
benefit which is wholly gratuitous, should it be a contractuaneneﬁt,
or should it be of the nature of a gratuityt .

I am not going to say anything further because Mr. Breining, who
has charge of the insurance of tlie Veterans’ Administration, is here,
and General Hines would like to be heard if possible.

Senator Crare. Do you know whether the general can come to-
morrow {

Mr. Opoy. Yes, he will be delighted to come tomorrow,

Senator Crark. Are there any questions, Senator Walsh?

Senator Warsu, No.



AMEND THE NATIONAL SERVICE LIFE INSURANCE ACT 19

Senator Crark. Senator Millikint
Senator MiLikin, No.

Senator Crarx. Senator La Follette?
Senator La Forierte, No.

Senator Crark. Thank you, Mr, Odom.
Mr. Breining.

STATEMENT OF HAROLD W. BREINING, ASSISTANT ADMINISTRA-
TOR, VETERANS' ADMINISTRATION

Senator Crark. Will ‘f'ou identify yourself, Mr, Breining?

Mr. BreiNiNo. Harold . Breining, Assistant Administrator of the
Veterans' Administration,

Senator CLarK. You may proceed.

Mr. BreiniNo. As you know, the original theory of Government
insurance, and the theory that has been carried forward in all of th-.
acts, was not to provide an additional gratuity, over and above the

nsions which are now given for all men who die in the service in
ine of duty, but rather to restore to persons who enter the military and
naval service, insurability which, for practical purposes, was lost to
them because of their inability to pay the rates required for the waiver
of the so-called war clause which all of the companies, or practically
all of the companies, are now incorporating in their policies.

Senator Cuark. The military clause? ’

Mr. Bremning. Yes. )

Now, restoring insurability means giving back to the man' some-
thing which he either had or something which he would avail him-
self of. This insurance creates a contract right. When the Congress
passes a law granting certain rights on insurance, in contradistinction
to a gratuitous benefit, Congress, under the Lynch & Wilmer de-
cision of the Supreme Court, practically loses control of further pre-
icerib.ing any restrictive conditions under which the insurance will

iven,

here has been no question of the right tg extend them but as to con-
stricting the-rights of the contracting parties, why, I think that is
fairly well covered by the Lynch & Wilmer decision.

All the persons in the armerd forces have a minimum of 120 days
in which they could apply for this insurance since the declaration
of war. Many who were in the service prior to December 1941 have
had up to 260 days in which to apply for this insurance without
physical examination.

There is no requirement as to any physical condition within the
prescribed period.

Some men, where the service has been interrupted, have even had
an excess of 360 days.

When considering the bill that was then pending for the granting
of 120 days additional time to apply for insurance without physical
examination to persons in the armed forces after the declaration of
war, may I again call your attention to the fact, as has been already
mentioned, that this committee wrote into that bill the provision that
“Congress hereby declares no further relief of such character will
be granted.”

It wasn’t put in as preamble, but as a postseript.



20 AMEND THE NATIONAL SERVICE LIFE INSURANCE ACT

Senator Crarx. That is entirely correct, Mr. Breining. On the
other hand, it is only fair to say that that provision was put in there
on the assumption that these men would be apprised of their rights.

Of course, anybody who is familiar with the armed services knows
that a man, particu arlir in Iceland, Guadalcanal, Alaska, or north
Africa, and even to a large extent in the United States, does not
know what his rights are unless his company commander apprises
il}':m of them and gives him an opportunity to take advantage of

em,

Mr. BreiNiNg. I would say that the measwre of the manner in
which they have been apprised of their rights would probably be
reflected on the basis of the number of applications made.

I do not know what the strength of the armed forces is today, so
thatl I gannot on a percentage basis tell you the proportion that Ymve
applied.

1 can say that over 7,400,000 men have applied for and are covered
by this insurance now, to the extent of $52,000,000,000.

So that at least 7,400,000 men have been acquainted with the rights
they have in regard to insurance. That is demonstrated by the
fact that they have applied for the insurance. The average amount
of that policy, on lives covered is almost $7,000 in contradistinction
to about $2,000 which is the average amount of commercial insur-
ance policies. So that if we are proceeding on the theory of restoring
the rights of insurance to them, they have now about 3% times as
much per person as the average policy in commercial companies.

Senator MiLuikiN. May I ask a quéstion here, Mr. Chairman.

Senator Crarx. Yes.

Senator MiLuikin. Do you know what the exact mechanies have
been that the Army has m?opte(l to apprise men of their rights?

Mr. Breiviva, No, I can't say. I have been to two camps, and I
know the procedure there. It hasbeen to have a lecture on 1nsurance
and then to ask themn wvhether they wished the insurance, after the
men were given an opportunity to question the lecturer.

Senator Mitakix. I ean see where they might get the information
to the men in a camp, but to get it to all the men in the field, that is
a horse of a different color.

Senator WarLsm. I think his insurance shonld be given him with
his uniform.

Mr. Breinive. Well, that is a theory, but that theory is in contradiec-
tion to the theory upon which this insurance act was written.

Senator Warsu, That is frue.

Mr. Bremnixe. Compulsory insurance was examined at the time
the act was passed. It was thought of. Now, if another theory is to
be developed, then it would seem that an entirely different law would
have to be passed, because Congress in ﬁranting a gratuity heretofore
has usually restricted the gratuity to the widows and minor children
and the dependent parents,

Now, this insurance goes further than that. It permits the parents
who are not dependent to get the insurdnce, and brothers and sisters.

Secnator Crarg. Under the present theory, the only way thess men
would be properly appraised of their rights would be for the com-
pany commander to line them up and let a technical man, thoroughly
familiar with the whole insurance system, explain it to them, and



AMEND THE NATIONAL SERVICE LIFE INSURANCE ACT 21

have the captain harangue them and tell them that they ought to
take the insurance, and then have the sergeant check up and keep
after themn until he is thoroughly satisfied that everybody in the
company is thoroughly apprised of his rights.

If it has been impossible for the War Department, up to this time,
and the War Department, for any reason, has not done it, or has not
been able to pursue that (Yrocedure, then I say that those men have
not been properly apprised of their rights and the Government ought
to protect them.

Mur. BreiNine. Everyone should be fully acquainted with his rights
and fully advised as to their privileges. I don’t think anyone would
have any different view.

Senator Crark. I can understand very readily that it might be
difticult to go through that procedure with the men who are getting
the hell shot out of them on Guadalcanal or in North Africa.

Mr. BreiNiNe. The fact that we have 7,400,000 men who have ap-

plied for insurance, and who are now covered to an average sum of
almost $7,000 seems inconsistent with the idea that the men on a
wholesale scale have not been apprised of their rights.

Senator Crark. 750,000 apparently have not been sufficiently ap-
prised. At least} they have not taken the insurance.

Mr. BreEiNiNg. Well, there are many men who even now probably
would not take insurance. There is such a thing as coercing a man.
What is being done in this war I can't say, but I do know from
personal experience in the last war that a lot of men were coerced into
taking insurance with the result that the Government expended great

-sums of money in a direction that I don’t think the Congress would
wish to expend it.

Senator Cuark. It was almost 100 percent in my regiment and I
was very proud of it. X went to some trouble to see that that result
was brought about,

Mr. Breixing. I plead guilty to the same thing, so T don't sa
this in a captious way, because I did the same thing, but as a result
of that, we had amendments to the law where millions of dollars
were paid to kinfolk," and I say kinfolk, because they did have a
distinct blood relationship, but whom the men never saw, and whom
the men in all probability, felt no moral obligation to do anything
for. and many millions of dollars have gone to Italy, and other for-
eign countries,

Senator La Forrerre. What percentage of the men in service in
the last war took insurance, do you know?

Mr. BrriNixg. I do not know. It has been variously estimated
as high as 94 percent. The records were not very accurate at that
time. The maximum amount was stated as a little less than $10,000,-
000,000 as against $52,000,000,000 at the present time.

And the average amount of the insurance policy was stated as
about $8.70.

As you all know all of the men who were in the service prior to
April 19, 1942, were covered by the $5000 gratuitous insurance if
the death occurred because of a service-connected disease or injury.

Now, the Congress, by the act of July 11, 1942, extended this
$5,000 gratuitous insurance to all persuns who were beseiged or

84845—43—4
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captured for a period of 30 days which extended beyond April 19,
1942, and that extension is up to 6 months after they are release
from their isolation or their capture or being besieged, so that those
men aré now covered.

In World War I no privilege was granted to secure insurance after
the initial period of time, so that the provision to procure insurance
undér good health conditions in this act is more liberal than the
original War Risk Act.

ow, upen representation of the representatives of the Army, that
it was difficult if not impossible for men in a combat zone to be
physically examined, the Veterans’ Administration stated that for
a 120-day period, which the Veterans’ Administration is now extend-
inF up to June 30, 1942, so as to give ample time, the form might be
filled out by the man himself, and in lieu of the medical examina-
tion, where & medical officer was not available, a certificate of his
commanding officer that the man was in good health, would be
taken} also, in staging areas, where it was impractical to have urin-
alysis and other scientific examinations which go with the ordinary
company insurance examination, we would take the statement of
medical officers, or in combat zones, where there were medical offi-
cers, but where it was impractical to give them the full medical
examination, we would accept statements from medical officers,

So that, at the present time, and up to June 30 of this year, the man
who is in the combat zone, does not have to undergo full physical
examination, the statement of the medical officer or the statement of
gis commanding officer will suffice"dependent upon existing con-

itions. .

Senator MiLLIgIN. But it is a statement that he is in good health.

Mr. BreiNing. Yes.

Senator MiLuikiN. Which ducks the point that he should have the
insurance, even though he be not in good health,

Mr, BreiniNog. Wel, as I said, if it is to be the policy of the gov-
ernment that every man is to have insurance, rather than_to have
the opportunity to secure insurance, then I submit that the National
Service Life Insurance Act as now written, should be completely
revised to change that policy, so that the law will be consistent with

the policy.

Tﬁg policy of having a contract insurance on the basis which is
stated in the National Service Life Insurance Act and which generally
follows insurance practice, is not consistent with gratuitous insurance,
nor compulsory insurance.

So that, if there is to be a change in policy, it would seem that the
whote insurance set-up should be reexamined on that basis. .

One of the reasons for not bein% favorable to compulsory insur-
ance was the psychological effect. It was hoped that the men would
continue this insurance throughout their lifetime.

As stated, during the last war, the men took insurance almost un-
der duress, as a result of which less than 10 percent of the men con-
tinued their insurance after leaving the service.

As a matter of fact, after the armistice, I believe that most of the
men, then being free of atmospheric restraint, dropped their insur-
ance, and_no longer carried it. ) .. .

In the opinion of those who considered the original law it is much
more advantageous to the man if he took this insurance and was
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sold on the value of the insurance, that if he himself, was made to

realize the desirability from his standpoint and the standpoint of his

lﬁqmily, of carrying the insurance, rather than having it forced upon
im.,

Now, this insurance during the wartime, will probably be, to a great
extent, a gratuity, '

I base that conclusion on the experience of the last war. In the
last war about $154,000,000 was collected in premiums on the war
risk insurance,

The obligations of the Government to pay were about $2,270,000,000.
So that there is a net loss of over $1,800,000,000. It is hardly likel
that the Government will fare as well in this war because, while this
insurance is mutual insurance, the Government hag undertaken, not
only to pay the administrative expenses, but also all expenses in-
curred because of the extra hazards of military and naval service,
and it issafe to say, I believe that, & great bulk of the loss during the
time the man is in service, will be due to the extra haza of

military and naval service. L.

Then as to compulsory insurance, the question is raised should
the Government assume an obligation to pay certain persons whom
the man, himself, may have felt no inclination to protect over and
above the pension benefits, and I would like to impress the fact that
everyone of the statutorily recognized dependents of these men who
die from a service-connected wound or disease have entitlement to
receive a pension whether he has insurance or not.

Senator Crark., There is nothing in this bill of a compulsory na-
ture, though, Mr. Breining.

Mr. BreiniNg. Noj not in this bill, but I mention that because
Colonel Harrell did advocate it, if I understand him correctly.

Senator CLaRk. I am in favor of that, myself.

But that has nothing to do with this particular bill.

Mr. BreiniNg. Now, at the present time, as you know, all men may
secure this insurance if they are in good health.

But, if there is a further extension of insurance, especially after
the congressional declaration in that act ef December 1940, it is not
unlikely that the men will believe that there will be still another fur-
ther extension—because if it is further extended once, they will expect
it to be extended twice, and so.on, and it may prove a deterrent, at
least to some men, in taking out insurance, {ecause they may feel
they can éeet it at any time, and instead of taking it out when they
enter the Service, or immediately thereafter, they will wait until when
they are going to embark upon some dangerous or hazardous under-
taking, and in that event, if the Congress were to pass this 120-days
and not further extend it, those men would find themselves in the
same position as men now alleged to find themselves, .

Senator Crark. We are not so much interested, Mr., Breining, in
the theoretical proposition of whether the men should have taken
it out when they first entered the Service, and whether they should
have been fully apprised of their opportunities.

But, we are particularly concerned with the hundreds of thousands
already in _the Service, many of them in actual combat, who are
u_ng.rotected, and whom we think ought to be fully apprised of their
rights, and given an opportunity to take it. . -t

e m v e
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Mvr. BreiNiNg, Of course, the number of men in the Service who
do not know or did not know their rights to take insurance, I believe,
is & matter of conjecture.

I cannot say.

Senator Crark. I put a great deal of credence in the testimony
of the Army officers who are in a better position than anybody to
know the facts, nobody would have any particularly accurate figures

‘on the thing, but certainly the War Department is in a position to

form some, even if it be a conjecture, some rather accurate conjecture
rather than broad general lines,

Mr. Breining. On the other hand, we do have the fact that a great
majority, almost 7,500,000 men—7,400,000 men, have taken that in-
surance. .

It is hardly likely that these other men would be sprinkled in with
the others and have not heard about the insurance.

Now, it is true that insurance is generally sold rather than bought,

‘The average man has insurance stuffed down his throat.

Now, whether these men had sufficient high-pressure salesmanship
thrust upon them to make them take insurance is another question.

Personally, I hardly think that many of the men have not heard
of insurance, nor know of the right to apply for it. As a matter
of fact, my own personal experience in the last war was this: That
the hardest place I had to sell insurance was right up in the front
line trenches to men who had been in the Regular Army. ’

There are many men in this army who are single and unquestion-

‘ably, do not want to take any insurance, do not feel any obligation

to anyone to carry insurance.

Whether those persons have not been or should be, by one means
or another, forced to take the insurance, that is a question.

Senator Warsx, How many men are there in the armed services?

Mr. Bremvina. I do not know, Senator.

I have heard various numbers stated.

Senator Wavrsn, We all have.

Mr. Breiving. While I do not know how many men are in the
armed services, from the statéments that have been made, in contrast
to the seven-million-four-hundred-odd-thousand lives that the Vet-
erans’ Administration has insured under National Service Life Insur-
ance, it would seem that a very, very few hundred thousands have
not taken insurance; and, incidentally, we have about 159,000 men in
the armed forces who are still carrying the Government life insur-
ance because of their eligibility which was acquired prior to Octo-
ber 8, 1940,

Senator Mmrikin, How would it be to automatically write up in-
surance for every soldier but give him the privilege to sign a written
disclaimer? i

What would be your observations on that?

Mr. Breinixe, Well, as T understand the Army regulations, and
I stand to be corrected, it requires that there be written in the service
record the statement that the man has had insurance explained to
him, and does not desire to take it.

Senator MirukiN. You can explain something to me, or I can
truly say that I have explained something to you, but that does not
mean—it would not follow that you understand, and it would not
follow that I, myself, would understand what I explained.
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Mr. Breinixo. X think that is true. .

. Senator Mnugin. I would like to have your observation directed
to the specific point. How would it be to insure every man and give
him an opportunity to file a written disclaimer?

That would do away with the question of, Did he receive notice?

Mr. BreiNina. That is approaching the same subject from a dif-
ferent angle. One is a presumption that he wants insurance, and
that would be more or less of an administrative mechanieal proposi-
tion of writing up an application and asking him to sign it, or make
him write across it, that he does not want this insurance.

We have, in our files of the Veterans’ Administration not one, but
several letters which we have received frem the kinfolk of men in the
service, to the effect that the men have not been afforded the oppor-
tunity of getting the insurance, )

- We have forwarded those letters to the Adjutant General of the
Army with the request for information and have received the reports
from the .\djutant General of the Army that the commanding ofticers
of these men have been contacted, and that the men did not desire to
take insurance.

Senator MmugiN. Of course that is a piecemeal approach.

Mr. Breininag. Oh yes, yes,

Senator Miruixan. Iam talking about writing up every soldier and
giving him the opportunity to make a written disclaimer.

Now, the objection oceurs to me is that you are without a man’s con-
sent, putting a charge on his pocketbook in the first instance.

He can disclaim that charge, but you are simply making a charge on
his pocketbook without his advance consent.

‘That is not a substantial objection because he does have the right
to disclaim.

My, BreiNing. In other words, a man, as I understand it, would be
presumed to have applied for $10,000 of insurance upon entry into
service.

Senator MimwkiyN. The minute you go into service you get your
policy, unless you discliim it.

Mr. BreiNine. Of course, that again gets into an entirely new
theory, Senator, from the original theory of the 1917 act.

Senator MizLikiN. I must say to you that I am not overly impressed
with all this talk about theories.

When a man spills his guts on the sands of north Africa, that is no
theory; that is a fact.

* Mr. BreaniNe. Noj it isnot a theory. That is a fact,

But while a billion may not seem at the present time to be much
money, I compreliend that probably after the war, it may be considered
as representing a quite sizable sum, and this insurance is a continuing
obligation, Now whether the Congress wants to obligate the country
fo pay ont a large amount of money beyond the class which Congress
has heretofore considered that they had any obligation to, that is to
fathers and mothers who are not dependent ; children who have reached
their majority, and brothers and sisters who are not dependent, if the
Congress is of a mind to change the whole theory and say that we will
give this man gratuitous insurance, and gratuitous insurance is really
superimposing another pension, the same as compulsory insurance is,
then it would seem that Congress would want to reexamine the propo-
sition on the basis of to whom they wish that money to go.

.
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Do they wish to pay out a portion of these billions to persons that
have never heretofore been recognized as being dependents of the mant

Senator CLaRK. Are there any questions, Senator La Follettel

Senator La Forierte. No.

Senator CLark. Senator Millikin?

Senator MitLikiN, No.

Senator CrLarr. Senator Walsh?

Senator Warsu. No.

Senator Crarg, Thank you very much,

Mr. Bremvixne, Do you wish me to speak, too, on the 8-percent billt

Senator CLARK. General Hines will be here in the morning and we
will take that up at that time.

Senator MiLLikiN, May we have the cost statistics in support of
this bill introduced in the record? -

Mr. Opodt. If that is desired, I will speak to the general, and try
to have that in the morning.

Senator Crark. Very well.

Mr. Ketchum.

Just be seated, Mr. Ketchum, and identify yourself for the record.

STATEMENT OF OMAR B. KETCRUM, LEGISLATIVE REPRESENTA-
TIVE, VETERANS OF FOREIGN WARS

Mr. Kercuosm. Mr. Chairman and gentlemen of the committee, my
name is Omar B, Ketchum, and I represent the Veterans of .Foreign
Wars of the United States, g

I think this committee will recall that in December 1941, repre-
senting this organization, I appeared before your committee in com-
pany with other representatives of veterans organizations, asking that
a 120-day extension be granted in order to give thousands ugon
thousands of men in the service who had not yet taken advantage of it,
opportunity to secure-this life insurance, and when the Congress so
generously went along with us, we felt that the situation would be
cleaned up, that it would be taken care of, and that the YWar Depart-
ment would exercise all of their facilities to make this information
available to these men who did not have this insurance.

Now, we are back here today asking for another 120-day extension.
T think, frankly, in answer to the arguments that have been presented
by the representatives of the Veterans’ Administration, that we might
just as well take the gll(oves off and lay the cards on the table and
tell you why we are back for another 120-day extension.

Tﬂe failure lies particularly within the War Department because
their insurance set-up during that previous 120-day period was not
adequate, was not set up to properly acquaint and inform these men
of their new o&portunity to take the insurance, and I think the War
Department officials will honestly admit that they were not in a
position at that time to take full advantage of that additional 120-day
extension which was granted to give these men an opportunity to take
this insurance without medical examination. .

I think the figures will clearly show—if they were to be ﬁresented
by the War Department, that aPprommately 150,000 of these men
have not yet been insured, and of that amount, I will make a guess,
which I think is rather accurate, that at least 200,000 of those men
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are overseas, many of them either on the battle front or moving up
to the battle fronts,

I like what Colonel Harrell said here a few moments ago. It was
the purpose and the intention of Congress when this law was passed
to provide insurance for these men.

Now, it is not a question as to why they haven’t taken advanta
of it yet. It is a question of whether they have been properly ad-
vised as to their rights and have been encouraged to take this
insurance,

The Congress wants them to have it.

Somethinﬁ was said, I believe it was the representative of the
Veterans’ Administration, that already over 7,000,000 men have taken
advantage of this insurance.

Well, you can’t tell me that if you extend this for another 120
days to permit the few hundred thousand who have not taken it to
take that insurance, that it is going to bankrupt the insurance fund.

We want them all to have insurance.

Now, in my opinion, the War Department today is in an excellent
position in their insurance division to carry on a campaign and to
take real advantage of a new 120-day extension if the Congress will
grant that right,

Most of us who are familiar with Govermnent insurance problems
know that the insurance division in the War Department has recently
been reorganized.

They have a very able man—who testified here a few moments ago—
a man who knows his business, and who has devised a set-up that
will get the job done,

And, as a matter of fact, they have been getting the job done.

These men that we are pleading for today are not the new men
that are coming into the service. I think the records will show that
in the staging areas now over 98 percent of all the men who are
coming in are being sold this life insurance. Previously they
were not. :

"I am talking about a large group of these men who have been in -
the service for a long time, and who originally did not take this
insurance because many of them felt that it was peacetime service,
it would only be a matter of a year before they were out of the
service. Since that time more have come along.

The first 120 days had elapsed. The second 120 days were granted,
but the War Department was not sufficiently organized to get the
proposition to them. R

Now, they are in a position to do it, they are organized, and they
will get the job done, ’ ’

Senator Crark. Would you say the fact that these men have had
a very substantial increase in that interim, would have anything to do
with their purchase of insurance now?

Mr. Kercnusm. I would think so, Senator. Of course, I don't have
the statistics, but I do have some figures here that I think will be
interesting to show you what the trend has been under this new
insurance set-up. -

For example, on June 29, 1942, the average insurance per person in
the armed forces was $1,594. o

On September 28, 1942, that had risen to 5,122 per person.
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On December 28, 1942, the average had risen to $5,790,

And on February 22, 1943, the average amount of insurance per

rson was approximately $6,181, That is definite proof that the

ar Department Insurance Division is actively at work. .

The question was raised a'few momenis ago as to why these men
had not been properly informed when they came into the service and
taken advantage of that first 120 days. .

I think either Colonel Harrell or Lieutenant Colonel O'Brien will
tell you that, in the early days, the system used in the induction cen-
ters and the staging areas was campletely inadequate ; there was insuffi-
cient time, they were rushing the men through, and about all a man
was told. was that he could get this insurance if ha wanted it, but there
was no definite encouragement, no explanation.

: Now the pr(&position 1s entirely different ; they ave using all of the
experience and intelligence of the Insurance Division to properly
inform and acquaint these men, and the fact that they are getting 98
percent of them now proves this will not be a continuing problem
that it is a problem that dates back to these hundreds of thousands of
men who are not pr?)erl informed.

. Senator CrArk. You don’t have to stick a man with a hayonet to
take insurance if you adequately inform him, do you? .

Mr. Kercaom. No. :

- 'The representatives of the Veterans’ Administration say they have
made certain concessions. If you look over that medical question-
naire that thing is onerous to anyone, even in the comfort of an office
in Washington, much less attem{)t'mg to fill the thing out in some
combat area. X doubt if I could fill it out correctly.

It specifically advises the man that if he makes an)'v misstatements,
that im statements appear to be willfully wrong, he can be prose-
cuted on the thing. Now, can you imagine one of those boys in north
Africa, or in Guadaleanal, or in New Guinea, sitting down in a fox hole
trying to fill out that*form—that four-page questionnaire, giving his
own personal medical history? .

1 say “No.” 'We are not trying to give them something for nothing,
but we do believe they should have an opportunity ; if they are fit for
duty they are fit to be insured, and, under the circumstances, a state-
ment from their commanding officer, under this 120-day period, that
they are fit for active duty should be satisfactory evidence, and they
should be permitted to apply for this insurance, and upon payment of
the premium be given insurance.

X will close with this one thought: It was our first thought that
perhaps the best way to handle this matter would be by the presenta-
tion of an amendment which would permit a man to take this insur-
ance any time his immediate commanding officer stated or certified
that he was fit for active military or naval duty.

On seiond thought, however, we believed that that was carrying it
a little too far, it might encourage the man to postpone taking the
insurance until he arrived some place, where he thought the danger
might be just a little more immediate, &nd in so doing, he would jeop-
argize the rights of his dependents, but by handling it this way, grant-
ing the 120-day extension, the War Department will makes a real
campaign to sell them, and we certa}nly ope that the Congress will-
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see fit to again grant this 120-day extension, so these men may have
an opportunity to be adequately informed and to apply for this insur-
ance and be protected.
If there are nny questions X will be glad to answer tliem.
- Senator CrLaRK. Are there any questions{
Senator I,a FoLrerte. No. .
‘ Senator CrLarg. Any questions, Senator Walsh?
Senator Warsu. No.
- Senator CrLark. Any questions, Senator Millikin?
- Senator Miruxin, No.
" Senator Crark. Thank you.
Mur. Sullivan. A

et > b
STATEMENT OF FRANCI ,:/-ﬁf’SULLIVAN, EXECUTN& DIRECIOR,
NATIONAL LEGISLATIVE COMMITTEE, AMERICAN ItE‘GION

Mr. SurLivan. ‘n{‘tlcmau, my pame "’.‘f{VMr_ Sullivan; I‘{Q&m the
national legislativg representatjyé‘of the mericaiiLegion. >,

The Legion hag been \'en?;;much sturb%lvb%',t iis entire insu
uestion for a gumber of{months.§ The Watr De a?glent, as
gglsqu“atg num‘;g of officers a

etchum has tojd you, has’iiot 4iad:
personnel to dg.the job properly.

Today they dohave. The Insur, uéfier tlig leadershi
of two very abfe officers

Ditision

retégat fron} nax on, for the next

120 days, the 1fen will b§ pr&vided within rr? on. - i
As 1 say, tliey have n{t had, 3 Ade

November our fational cqnmangdeAaddre: a fetter to the Secreta!
of War pointi an r Oof nfém)‘ho did tyt
have insurance. e

Thereafter, thy Secretary of War jsstigd a d wti\y‘fo the -
manding officers, Yp _effect, asking-fhiat more at :}(,ion be givgh to
apprising the men 6f their insu e right » 5 i

Ve feel that S. 903'gill benefit a niMberof men now in the'combat
zone, & number of meBywho did not have the 'opportunyf(f or even
neglected to apply for \I‘M{?DC?, who ave being hospjtalized after
being in the combat zones.™>\\We_think tfiose men<are entitled to
insurance, R s Ut

There is another group that will benefit, too. OQur national reha-
bilitation divector took up with the Veterans’ Administration the ques-
tion of whether or not a man with poor si%ht or poor hearing would be
denied insurance, even though he was fit for combat duty. The letter
sa{s that he would be denied such insurance. We think that is
ridiculous. )

Senator CLark., Will you include that letter in the record.

(The letter referred to is as follows:)

Al

VETERANS’ ADMINISTRATION,
Washington, D. 0., Morch 10, 1943.
Mr. T. O. KRAABEL,

Director of Rchabdbllitation, the American Legion,
Waskington, D. C.

My DEas Mg Kraages: This has reference to your letter of March 4, 1943, in
which you make Inquiry as to whether certain applications for national service
life insurance are belng denled because of the prior existence of syphills and
certaln defects of sight and hearing.
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AS yon know, all persons entering the service have a period of 120 days within
which to obtain insurance without pbysical examinatlon, and thereafter it is
necessary that such persons submit to & physical examination and meet the test of
good health as defined in Administration regulations.

Every effort Is made to apply liberal construction to the definition of good health
but there are certain defects of sight and hearing which do not warrant a determf{.
natlon that the person appiying meets the test.

While, as stated, there i8 no permanent and total disabllity clause involved in
these contracts, there Is a waiver clause whereby premiums are waived in the
event of the existence of a total disability for a period of 6 months or more, and
obviously persons with disabling defects of sight and hearlng are more liable by
the loss of the use of the other organ to become applicants for thls walver pro-
vision than other persons in good health who meet the requirements of the defini.
tion of good health.

In connection with the question of Issuing insurance to those who have had
syphiils, you are advised that this matter Is belng restudled at the present time
to determine if it is feaslble to in any way mod!fy the policy regarding the disease,
and you will be advised further upon the rendition of a final decision regarding
the matter.

Yery truly yours, .
Frank T. HiNes, Adminisirator.

Mr. SurrivaN, Therefore, we hope that the bill will be favorably
reported at tlie earliest possible date, .

Now, there is just one point I want to make about Mr. Breining’s
testimony. . )

He gave the number of applications. I don’t think that is the true
criterion. ) .

. For instance, a man may submit an application, then desire addi-
tional insurance, und submit another one, and still a third application
for additional insurance. S

Therefore, there would be three applications for one man, So, the
number of applications does not show the number of men carrying
insurance. . .

Senator La Forrerte. I understood Mr. Breining’s testimony to be
that that was the number of lives they had insured. Which is correct?

Mr. BrerNiNg. That is correct, Senator. It was the number of lives.
The number of applications run up almost 8,000,000.

Mr. Suruwvan. I did not understand that. I thought he gave the
number of applications and that, of course, does not give the true
picture. . . .

Gentlemen, with that I will conclude my testimony, unless there are
some questions, .

Senator CLARK. Are there any questions?
g 0 response.) v

nator CLarg. Thank you.

Mr. Surrivan. Thank you, gentlemen.

Senator Crarg. Mr. Rice.

STATEMENT OF MILLARD W. RICE, NATIONAL SERVICE DIRECTOR,
DISABLED AMERICAN VETERARS

Mr. Rice. Mr, Chairman and gentlemen of the committee, my name
is Millard W. Rice. I represent the Disabled American Veterans
a' congressionally chartered organization composed exclusively of
American citizens who have been either wounded, gassed, injured, or
disabled while serving actively in the armed forces of the United
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Sftates, or of some country allied with the United States, during time
of war. R »

There is very little that can be added to the excellent statements
made by the national legislative representatives of the Veterans of
Foreign Wars and the American Legion, in which statements I fully
concur.

‘T do want to point out, however, that both the chairman of this com-
mittee and the representative of the Veterans’ Administration boasted
of the fact that they had persuaded 100 percent of the members of their
respective troops—— -

Senator CLARK. Not quite 100 percent.

Mr. Rice. 1 thought it was 100 percent. Practically 100 percent
of the members in the respective troops to take out insurance, which
demonstrates the fact that sufficient persuasive power and the oppor-
tunity to do so, will persuade all of those in the active armed forces

to take out Government insurance, and which, therefore, supports the
statements that have been made that thousands of men have not really
veen sufficiently apprised of their opportunities nor given opportunity,
sufficient opportunity to take out this insurance.

However, I believe it would be desirable that further consideration
to the specific language of this bill be given so that those men who
have already been wounded in action and who had not previously
taken out Government insurance might be given at least 120 days
to take out such Government insurance.

This bill, as I read it, would not give them that opportunity be-
cause there could not be any certification by their commanding officer
that they were fit to perform military or naval duty.

1t seems to me that they ought not to be penalized because of the
fact that circumstances brought about the fact that they are already
suffaring with handicapping disabilities which would make them un-
fit for military duty, for they may have been in exactly the same
condition of not having been sufficiently apprised as to the desirabil-
ity of taking out insurance,

T have not worked out the specific language to effectuate that, but
I believe that it would be justifiable to give eny man in the service, no
matter what his condition may be, on the assumption that he would
not be in service unless his physical condition were good, an oppor-
tunity of at least 120 additional days to take out insurance without an
examination, and that, thereafter, he should have the privilege of
doing so on the basis of a certification from his commanding officer
that he is fit for military service, or, conceivably, following the sug-
gestion made by Senator Millikin, that it be made applicable to all,
unless they specifically decline to be covered by such insurance. .

1 might call attention to the fact that I previously made the sug-
gestion to the chairman of the Committee on Military Affairs, when
they were considering the matter of increased pay for members of
the armed forces, that one factor of that increased pay should be
automatic insurance for every man in the armed forces.

1 do believe every man should be*given $10,000 automatic insurance
during the time that he is in military service, and I hope that that
may stitl come to pass, but in the meantime, there is the necessity of
enactment of some such bill.
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I urge that the committee give careful consideration to such change
in the bill as will enable the already disabled or wounded man to
have at least 120 days in which to secure the desired insurance.

Thank you,

Senator CLARKE. Any questions?

(No response.)

Senator CLARkE. The committee will take a recess until 10:30 to-
morrow morning.

- (Whereupon, at 12:20 p. m., the committee recessed until 10:30
a. m,, Friday, March 26, 1943.) .-




TO AMEND THE NATIONAL SERVICE LIFE
INSURANCE ACT

FRIDAY, MARCH 26, 1943

UNITED STATES SENATE,
SubcOMMITTEE ON VETERANS' LEGISLATION
oF THE CoMMITTEE ON IINANCE,
Washington, D. C.

The subcommittee met at 10:30 a. m. pursuant to adjournment, in
room 312, Senate Office Building, Senator Bennett (l)hamp Clark
{chairman) presi(linE.
Senator CLark. The committee will come to order,
Mxr. Rice, did you want to suggést 2 modification of this bill, S. 9031
Mu. Rice. Yes; I did.
* Senator Crarg. You may proceed.

STATEMENT OF MILLARD W. RICE, NATIONAL SERVICE DIRECTOR,
DISABLED AMERICAN VETERANS

Mur. Rice. When I was on the stand yesterday, Mr, Chairman and
gentlemen of the committee, I stated I had not worked out the lan-
guage to execute the purpose that I proposed, that is, that the bill be
50 amnended as would make possible the granting of insurance to those
men who had actually been wounded or disabled.

That purpose could be effectuated if the language at the top of page
2 as follows were deleted :

Aund certification signed by his fmmediate comitanding officer statling that the
applicant Is tnentally and physteally fit to perform military or naval duty and-—

If that language were deleted from the bill, then that would mean
that there would be gven 120 days to everyone still in the service
within which to take out this insurance without any certification of
being physically fit for further service, and we believe that the man
who has already been wounded should be given an equal opportunity
with the one who has not to acquire such insurance.

And to make sure that there won't be a legal interpretation to rule
out those who had made nH)lication prior to the application of this
law we believe that it would be advisable that the words “herctofore
or” be inserted after the word “made” in line 10 on the first Yage, so
that any application submitted prior to the enactment of the bill might
still be considered a pending application.

Senator Crark. What is that suggestion again?

My, Rice. That the words “heretofore or’* be inserted immediately
after the word “made” in line 10 of the first page.

Senator Cr.ark. Very well.

33
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Mr. Rice. Thank you.

I wish to have the opportunity of testifying on the other bill when
that is taken up.

Senator Crark. Yes,

General Hines.

STATEMENT OF BRIG. GEN. FRANK T. RINES, ADMINISTRATOR OF
VETERANS’ AFFAIRS

General Hines. Mr. Chairman and gentlemen of the committee,
this bill that I desire to be heard on is S. 903 which has not, up
to the present time, been cleared by the Budget, so I am unable to
state to the committee what the attitude of the President would be on
the bill in relation to his policy.

I do feel, Mr. Chairman, that this matter is of sufficient importance
to ask you to permit me to testify on it in order that the committee at
least will have a clear understanding of what it is proposed to do.

Senator Crark. We are alw?s lad to have you, General.

General Hinges. In order to do that I feel that I probably should
(fro a little further than just the language in this proposed amendment.

n other words, the committee should give consideration in the first
place to what we started off to do with the national service insurance.
In the first place, it was the intent of Congress, I am sure, and what the
people undoubtedly would wish us to do, to establish insurability for
these men who are taking the risks in the services. Now, if we are to
have insurance we certainly should have it on an insurance basis, and
a business basis. If we are going to make it a gratuity, then we should
make it a gratuity. But I do not feel that we should undertake to
make it a gratuity under the label of national service insurance.

Following the usual stand that I take before these committees, Mr.
Chairman, I am not opposing this legislation. 1 am unable to tell you
what would be the Administration’s view on it. But I do feel that
so far as national service insurance has gone up to date, that while an
excellent job has not been done, yet certainly a good job has been done.
Nothing would please me more than to see all of the men in the service
take out the maximum amount of that insurance, but there are some
men, not only with insurance but with other things, who have their
own view and are neglectful,

The Congress, and you, Mr. Chairman, yourself, have been ve
Eenerous in your treatment of this matter of insurance. As we loo

ack over the picture, the Congress itself, in order to make sure that
these men who may have suddenly found themselves in combat areas
without previously having had the thought that they were going into
war, were covered as you granted them automatic insurance covermg
all of them; and you put in an extension of 120 days and announce
it would be the policy of Congress in these words: )

The Cobgress hereby declares that no further relief of such character will be
granted. ) . .

That was in passing the act of December 20, 1941, which granted an
additional 120 days without physical examination.

Now, if this bill only dealt with those men in the combat zones I
would say go ahead and do it, but this bill will bring in, if they.do
not neglect again, all of those who have physical defects, who can-



AMEND THE NATIONAL SERVICE LIFE ENSURANCE ACT 35

not qualify for insurance, not overseas. I have no doubt that those
men serving in the combat zones are physically able and could meet
the requirements.

Senator Crarx, General, what do you say about the suggestion
made here yesterd. y by the representatives of the War Department
that there are certain classes of men who are held eligible for combat
service, particularly in aviation, who by reason of hypertension, 1
believe it is called, are held by the Veterans’ Bureau not to be eligii)le
for insurancet

It does seem to me that any man who is carried on the morning
report for duty and is in good enough physical condition to perform
the duties of a soldier is entitled to insurance by this Government.

General Hines. He may «ctill be carried on the morning report for
duty, Mr. Chairman, and may be in the l:rocess of going out rather
than going into combat, and there may be men who will never get
into combat, who probably will be serving in positions that are per-
fectly safe; but I am willing to go that far, Mr. Chairman, where
the commanding officer of the unit is willing to say that this man
is physieally able to be a soldier. Now I am talking about those who
it 1s claimed are being killed in combat and who have had no oppor-
tunity to take insurance. Iam sure that they have had an opportunity.
Tam not sure that they paid much attention to it in the beginning.

Senator Crark. General, you know just as well as I do, as I said
yesterday, that the only way these men can really be apprised of
their rights, in many cases, and have the advantages of Insurance
pointed out to them, is for the regimental commander to keep after
the company commander, and the company commander to keep after
the sergeant, and really apprise the men.

General Hines. Well, Mr. Chairman, I am sure you are right
about that.

Senator Crark. You know that is true.

General Hines. I know it is true, and I know what is being done
now by the officers in the War Department. Mind you, as these men
that are being killed without insurance, the score isn’t so bad on that,
Mr. Chairman, I think perhaps some testimony has been given the
committee without accurate information.

For instance, in order that I might be able to give you something
and, of course, this is a small number out of a large total, but it
does indicate it, a study of 1,485 cases of deceased veterans of World
War No. 2, whose death occured on or after May 1, 1942, and whose
dependents are receiving death benefits, indicates that in 210 or 14.4

ercent of cases no insurance has been awarded. Of the cases wherein
msurance is being paid, national service life insurance payments
are being made to 1,197, which is 80.61 percent, and 78 or 5.25 percent
under the regular 'United States insurance. ~In other words, close
to 86 percent. So that I cannot feel that the record is as astounding
as it has been made out to be. :

However, I do urge, and have urged from thé very be%inning, and
I think the War Department representatives so told you, that the War
Department and the Navy Department make known to these men the
opportunity of this insurance from the inception. Some did. Some
didn’t. Probably every man didn’t have the opportunity, and I can
readily understand why. We were in a rapid mobilization, where.the
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primary thought, undoubtedly, of the General Staff was to get man-
power, get themn equipped, and get them trained. Insurance to the
combat officer is f'\ust a piece of paper work, He is not thinking about
that man being killed.  He is hoping that lie won't be killed. He is
thinking of equipping and training that man.

S0 I wouldn’t, under any condition, indicate that the War Depart-
ment didn’t do all they could have done,

Senator Crark. As I said yesterday, nobody is criticizing the War
Department, because everybody recognizes the titanic job that the
War Department had before them, but the War Department comes
in, through its authorized spokesmen, and they say that they didn’t
have an organization wheh we passed this extension of 120 days that
was capable of completely doing the job, but that thiey have such an

.organization now, and for that reason the War Department has recomn-
mended this extension,

I voted for this proviso, the Vandenberg proviso that you read just
a moment ago, and being in charge of the bill T was gln(f to accept it,
but it does seem to me that there has heen a change in the situation
when we are informed by the War Department itself that they haven't
as yet been completely able to do that job but now have an organiza-
tion which will enable them to complete it within an extension of 120
days. It seems to me that that changes the situation sufficiently to
justify a variation of the policy.

f course, when I voted for that declaration of policy I didn’t ap-
prehend that Congress would permanently tie its hands if there was a
change in the situation which justified a change in_the policy. And
while I am talking, General Hines, let me say, and I don’t think it is
necessary for me to repeat it, because you have heard me say this
before, but, as far as I am concerned. I never have been willing to
make a distinction between a man that gets killed or disabled in
combat and a man who gets killed or disabled in the uniform of the
United States in some other way. T think I have said before here
that the first man I saw get killed in the last war got killed by being
run over by a four-mule team pulling an ammunition wagon, but he
was just as dead asthe man killed anywhere else; and I have never been
sympathetic with the view of making a distinction between a man

. who gets killed or disabled in combat and one who gets killed or dis-
abled some place else.

General Hines. I make no such distinction, Mr. Chairman. Those
men still within the continental limits of the United States have the
opportunity of getting insurance. Now, what this bill does, it grants
all of them insurance without any physical examination and would
‘give insurance to those men who have been rejected. Now, I can't

lieve that the Congress wishes to do that, They have undertaken
to have an insurance fund and the provident man, who has taken
insurance, is building up s reserve in that fund. It is true that the
Government is going to have to pay tremendous losses, all of the
combat losses will have to be appropriated, and the administrative
cost. But it would be far better, Mr. Chairman, if we are to continue
the extension date, to simply say in this, that we are going to grant
to every man $10,000, or to his dependents, rather, when he dies, than
to attempt to build up that fund under the business principies of
ingurance and then take in impaired risks,

. !
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- T have no doubt that many men, due to the energy which the War
Department is showing now, the work which Colonel Harrell and
his assistants are doing, will wake up and many of them will take
examinations and be granted insurance, We already have indicated
to the War Department that if the commanding officer at those points
where they were unable to get adequate examination would certify
that this nian was in a duty status and physically able, that we would
accept that in lieu of a complete physical examination, and I still
feel that if you want to do anything it would be better to follow
some stich rule as that than to take in, in the United States, and mind
yoi1, I don’t know the proportion, and if I knew it I probably couldn’t
state it to the committee, the number of men actually overseas, but
I am confident that of the Army of 8,200,000 that a large part of them
must still be in the continental limits of the Unileﬁ States, or in
plices where they can readily apFIy for insurance,

Now, I think the committee should consider these data. I don't
want to burden the record with much of it. But mind you, we have
had, up to March 25, 7,983,500 applications.

Senator Crark. General, let me ask you about that. How miany
of themn came in in the last 2 months? I am informed that the last
report the War Department had from the veterans showed 5,000,000
over-all figure for the Arny and the Navy.

General Hixes, We have had months equal, I think, to the last
month. We could give the committee a statement. But it stands
to reason that wlhat the War Department is now doing, urging every
commanding oflicer to see that these men are insured, is increasing
the number of applications. We expected that.

Senator Crark. How closely does the Veterans’ Bureau keep the
War Department advised of the matter? '

Gem;ml Hixes. There is no reason why they shouldn’t be advised
every day,

Senator CLarRk. That hasn’t been done in practice, has it?

General Hines, Noj that is not the regular practice,

Senator Crark. I am told the last report they have is for January.

General Hines. Well, it must have been «because they didn’t ask
for it. We don’t scatter this information around. Unless people
are interested, and have a right to have it, we don’t give it to them.

Senator Crark. The War Department is certainly interested and
certainly has a right to have it.

General Hixes. Certainly, and they know exactly how to get it.
But we also know it doesn’t take-much of a mathematician on the
other side to take the data I am giving you and add it up and make
some pretty competent deductions,

It is true we have been receiving a larger number of applications
during the last month. Is that not true, Mr. Breining?

Mr. Breining. 1 could lgi\'e it to you starting with last March,
That would give you a full year.

March, 405,500; April, 519,000; May, 247,000; June, 319,000; July,
313,000; August, 427,000; September, 507,000; October, 564,500; No-
v;m(l))ga‘, 626,500 ; December, 601,000; January, 622,000; and February,
676,000.

We have not withheld any information from the War Department.
The last vegularly compiled statement we had was for January and
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e furnished it to the War Department. Immediately upon getting
the report, in the afterncon before yesterday, that there was going to
be a committee hearing, wo had a special tabulation made, anﬁ that is
the reason we have more up-to-date information than the War Depart-
ment.

General Hines. Now, Mr, Chairman, we have on the books as of the
date I have given, March 25, $52,710,000,000 of insurance, averaging
almost $7,000 per life, and the number of lives insured is 7,440,622, I
feel that that 1s a good showing of insurance. I am confident that it
i]s much greater in total than we had in the World War, and I am glad
that it is.

Senator Crark. Of course, you have a lot more men than you had
in the last war.

General Hines. That is true, but I am taking the number that are
uctually in. Now, mind you, the speed with which we get applica-
tions bears a direct ratio to the speed with which these men are called
into service.

To show our efforts on this matter, with regard to those men who
probably did not know that they were going to be in a combat zone, we
received reports of thousands of applications by radio from General
MacArthur at Bataan,

I don’t know what the comparative data is from the Navy Depart-
ment, They are interested in this legislation, undoubtedly, I don’t
know whether the views of the witnesses that you had from the War
Department represent the view of the War Department.

nator CLARK. I will state for the record that I am informed by the
War Department that Colonel Harrell and Colonel O'Brien have been
designated as spokesmen for the War Department on this matter.
That is correct, isn’t it, Colonel Harreli?

Colonel Harrerr., That is correct 5 Sir,

General Hixgs, I have no objection to the War Department taking
a stand on it. Of course, the policy of the national service life insur-
ance, as we understood it, was to be guided by the agency that is
charged with the responsibility of administering an O(Fetting the
money. I will support legislation which will take in good risks.

By that I mean that if this thing is to be opened up to take in im-
paired risks, then we are departing from insurance principles.

Now we are not going to urge the Congress to do something they do
not wish to do. You know best. The attitude of Congress has been,
and I think it is reflected in all of us, that we want to do everything we
can for the men who are now in service. You must keep in mind,
however, that many of these men are single men. ‘lhey are bound to
be because the Army has been endeavoring to get young men.

The committee might be interested in%mowing, I think, to what
group these benefits have been going, because we nre all apt to think of
the widows and the children and no one else. Now, up to December
31 we had adljudicated a total of 6,850 awards under insurance. Of
that number 1,646 went to the widow, 4,054 to the parents, 765 to the
children, 281 to brothers and sisters, and in scattering numbers com-
binations of those classes mentioned,

lSen:;tor Mirugin, General, could I bother you to read that again,
Ppicase ‘
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* General Hines. Yes. Of the 6,850 awards made as of December 31,
1942, 1,640 were awards made to widows, 4,054 were to parent or
parents, 765 to child or children, and then we had brothers and sisters
or-combinations of widow and child where.we only had 9; child or
children, parent or parents, and widow, 35; sister or brother or combi-
nation of both, 57. )

Senator CLark. General, it is fair to say, isn’t it, that most of these
single fellows are probably interested in makinﬁ some provisions for
their mothers even though their father is alive, they figure that if they
are Killed it will remove a certain amount of support from their mother
when their father dies, isn’t that so?

"In my regiment I would say that three-fourths of the men made
their insurance payable to their mother. I know I did. I wasn't
married at the time. I would say that three-fourths of the boys in
the regiment did. Most of them were unmarried. They were all anxi-
ous to make some provision for their mothers.

Senator MiLuikin, Mr. Chairman, I don’t shrink from the fact
that parents have a financial interest in their children, Before we

ot into the habit of dumping our most intimate problems on Uncle

am it was assumed that children would take care of their parents
when they became old. I am delighted with the statistics that Gen-
eral Hines read.

General Hixes. I would urge every man, single or married, or with
dependent parents, to take out insurance. I think it is a fine thing
for the young man. But I am not in favor of compulsory insurance
because when you put the pressure on these men they hold the in-
surance until the war is over and then proceed to drop it. We had
8 good example of that in World War I where they immediately
dropped this valuable insurance upon discharge or even before,

I would simply like to suggest to the committee that if you feel
impelled to bring out some legislation to cover those that you have in
mind, and that is those who are able-bodied and givil\%egr going to
give service, not those who have applied and have been rejected
physically and sooner or later will be discharged, the Army will act
on those cases and will act on them rapidly, that you should do
something along that line.

I can't believe that we should, under the label of insurance, at-
tempt to take in impaired risks. If we wish to make some other
award to them, I am perfectly willing to consider it on that basis.

That is all I have to say on this bill, Mr. Chairman.

Senator Crark, Are there any questions, Senatorf

Senator MitLikiN. Yes, Mr. Chairman.

General, passing the question of sound actuarial practice, I think
it has been developed very clearly that men who have been well
informed will take out insurance. ‘

General Hings. That is correct.

Senator MiLLigin, And that men who have not been well informed
have not taken out insurance in the same proportion. The result is
that many, many men have died without msurance, not having
taken it out because they were not properly informed. Now, pass-
inpi(the question of sound actuarial practice, the responsibility for
lack of information is not on the men, it 1s on the Government.
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Are they not equitably entitled to insurance, as though they were
insured, or, to some sort of a benefit as though they were insured,
or as thoug‘n they were entitled to a benefit?

General Hixes. To answer you, Senator, the Congress endeavored
to do that when it gave them $5,000 gratuitous insurance. This
covered them from October 8, 1940, to April 19, 1942, both dates
inclusive. Now, I am perfectly willin‘;’g to give these men, physically
able, who are to take it, insurance. e have no way of telling, and
1 doubt if the War Department has, iow many of these men who
have failed to purchase insurance, were or were not informed. I
imagine that the company commander or the post commander or
the camp commander made some endeavor, but 1 can readily under-
stand, realizing what was going on in the beginning, that it was
a secondary endeavor rather than a primary endeavor,

Senator MiLrikin. Perhaps poste(? on the company bulletin board.

General Hings. The War Department has done what we urged them
to do early. They have made it somebody’s particular business to
make sure that these men have an opportunity, and I think Colonel
Harrell has the hope that with his endeavors, if he is given the proper
support and the necessary personnel, that he will not only get men to
take insurance, but will inerease the amount of the policy.

Now, the amount of the policy held covering each life has increased
;frradually from the beginning. They started off with siall amounts.

charge it to two things. One, that the man himself has commenced
to realize that it is important to have it, and that he must have as much
as he can carry. The increase in the pay has a bearing on it undoubt-
edly because, as you know perfectly well—1 am sure Senator Clark
does, and you do too, Senator—that these men have their pay allotted
in their own minds, as to what they are going to do with it, before they
get it. The value of the policy has increased, and it will continue to
increase naturally as they get near the ports of embarkation. It is
shown by our records. We have received a number of applications
from the same soldier ; more than one application.

I am not objectin%‘to giving them the opportunity; they have it
now. ButI do feel that we shouldn’t take in impaired risks.

Senator MiLuikin, General, passing cases where waivers have been
granted, all men who are inducted iInto military service have been
examined and at the moment of induction presumably are in sound
health, aren’t they? N

General Hines, Well, in the beginning they took in some from the
National Guard units on the basis that they were members of the
National Guard. I doubt if they were very carefully examined.
They went in in bulk, more or less. But I am sure that it is a safe
risk to take in those men, with the possible exception of those con-
cealed or obscure mental disabilities that _doctors possibly wouldn't
discover without a period of observation; it is fairly safe to say that
when they pass the medical boards they are good risks.

Senator MiLikiN, So that with the exception of waiver cases you
start out putting a man in the service .with presumptive good health.
If his health has gone bad, presumably it has gone bad as the result of
his service. Is that a fair presumption? L
. General Hings, I think that is a fair rresumption. That is, if it
isn’t due to some misconduct. We have had a large number of men
break down with tuberculosis. I think most of those men, you will
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robably find, have taken iiisurance. Most certainly if they were not
in good health when they had the opportunity of taking it without ax
examination, I should think the man would have done it without any
hesitation. Of course, we can expect to,get a large number of inherent
risks that are already in, who probably will give very little service.
Most men with short service undoubtedly got insurance. And maybe
some of them will be with us not only for insurance, a number are
also getting benefits along with it,

. Senaator Crark. General, this 120-day period hasn’t expired yet,
has it

General Hines. Yes; I think it has.

Mr. BreiniNag, The 120 days expired on April 19, 1942. However,
any man who came in subsequent to that date had 120 days from date
of entrance upon active duty to apply for insurance without physical
examination and that right continues for all now coming in. But
there is an arrangement between the War Department and the
Veterans’ Administration whereby, effective January 26, another 120
days were granted with the phgsical examination being eliminated
for those men who were in combat areas, if they were unable to be
physically examined or if a medical officer was available but a com-
plete physical examination impractical, then the medical officer can
state that he has examined them to the extent permitted by the cir-
cumstances and to the best of his knowledge and belief they are
phgzically fit.

Senator CLark. What I was getting at is this: These men have been
taken in without physical examination during that 120-day period.
As I understood it they were still being taken in.

General Hixes, They are bound to, as new ones come in. They all

have 120 days.
- Senator Crark. The evidence here shows that as these men got the
information as to their rights and privileges there has undoubtedly
been an increase in the nuinber of them making these applications.
Where is there any deviation of principle in giving another 120 days
to permit this organization which the War Department has perfected
to go ahead and give these men this information so that they will
have the same advantages as the men insured ?

General Hines. Well, if you keep increasing it, that will give some
men, who have already had 360 days, another 120 days, against a
man coming in now wijth 120 days. .

Senator Crark. That is true, but I think that it is understood that
the Waf Department has vastly improved its means of informing
these men and giving them the opportunity to take it. It is only de-
signed to put all these men on an equal basis and that they have
a reasonable period after they have been informed about this matter,
The War Department representatives have testified as to what has
been done in the way of information and the improvement that has
been made in the means of supplying the men with information and
that testimony is uncontroverted. )

General Hines, Well, Mr. Chairman, if you wish to do that, of
course, that is perfectly all right with me. .

Senator Crarx. It.is not what.I wish, but I do think that the
Government, who takes these men and puts them in the service, is
under an obligation to deal with them not only fairly but generously.

General Hines. Of oourse, what we are really doing is rewarding
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the man who was not careful and prudent enough to look out for
his own interests against the man who did look out for it.

Senator Crark. That is true, General, but you know as well as I
do that soldiers in the military service, most of them, are not great
newspaper readers, and they do not have the means of knowing what
their rights and privileges are, except through their officers and duly
constituted authorities.

General Hixes. Well, I have found, in dealing with them, that
they are pretty good, after they ave discharged, in knowing what
their rights are, N

Mr. Chairman, there is just one thing that I wish to urge. I cannot
believe that it is sound business principle in insurance to take .in
these impaired risks. If you want to give those physically able a
chance to get it I am for it.

Senator MiLikiN. I would like to discuss that with you a little bit,
General, .

In asking yon some questions I said let’s pass what you would call
sound actuarial practice. Now, sound actuarial practice can cover
the most unsound risks if the premium is sufficient.

General HiNes. That is vight. .

Senator MizLikIN, An insurance salesman could come in this room
here and insure every one of us on a blanket basis and their actuaries
could say, well knowing the ages of these men, that the risk is so
and so, and the premium should be so and so. In other words, if
there is a compensatory premium it is a proper field for insurance.
We risk ships under Lloyd’s Solicy.' We risk ships going against
the most damnable hazards. Casualty companies, the accident com-.
Ppanies, insure automobile drivers, you might say, almost in blanket
form. Some of them do attempt to make some sort of selection.
They watch the arrest records of drivers. ‘But niost of these companies
will insure anybody.

So that the measure of risk is not the measure of saying a thing
is insurable, The test is whether the premium is adequate to coves
the risk. Is that not correct?

General Hings, That is correct; but companies will go to great
lengths, and they do.

Senator MiLLixkiN, So that if the Government should say, “True,
we are increasing the risk by letting down the bars on examination,
but we are willing to pay the increased premium,” we are still pre-
serving a consistent insurance sjstem?®.

General Hines. Well, now, let’s analyze two cases.

Senator MiLuxin, All right.

General Hines. Take a man whe is careful, took out his insurance,
goes over to Africa, and he is killed.

Senator MiLukiN, Yes, ‘

General Hines. The Government is glad to pay to his beneficiaries—
not glad because he is killed, but glad we can make that award to his
beneficiaries—of $10,000.

Suppose we bave here, on the other hand—as Senator Clark said,
I have never made a distinction as to where a man serves, because.
he is told where he must go—but suppose we had a man who almost
from the first day—and I doubt if he would be‘over in Africa because
they are very careful before they send {ltem in the field—almost from:
the first day he is in the hospital.. He came in with a disability
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which the doctors didn’t discover simply because they were taking
them in at a rapid pace, That man, without giving the same type of
service, gets exactly the same reward, $10,000.

Senator MiuxkiN, Yes. Lo

General Hixgs, I have a feeling that although, while at this time
we have uppermost in our minds the thonght of makmfg provision
for these men and doing everything we can to help them in the
service, that the time will come when this entire field of insurance
will be analyzed very carefully, and somebody will ask the question,
“Why did you take in theso impaired risks?” ~ They are going to ask
it on the pension and on the insurance. So all I wish to do is to
make sure that the committee has a clear understanding of the facts
in that respect.

Senator CLarg. The same question might be asked: why they took
the impaired risks into the Army in the first place.

General Hines. Yes. T have a good record on that, Mr, Chairman.
I started writing letters before we got in the war.,

Senator Crark. It seems to me the same question applies.

General Hixes. Absolutely.

Senator Crarg. In other words, a man that is not insurable ought
not to be taken into the Army.

General Hings. I agree. )

Senator MirLikiN. Doesn’t it come down to this, that by doing this
we are making our insurance system somewhat more costly?

General Hines, Very much so. :

Senator MiLLIkIN, We are preserving the insurance system, we are
not breaking down the insurance system, we are preserving it, but
it may cost a little more,

General Hines. Well, I would put it just a little differently, Sena-
tor. I would say that by breaking down certain principles, taking in
impaired risks with no Increase in premium, we are making it more
costly to the insurance fund, and Congress will have to appropriate
to that fund to make it us). That is really what we are doing. And
it will be a good-sized bill. It is already. -

Thank you, Mr, Chairman. .
87?§‘nator Crark. General, have you got something to say about S.

General Hixes, Yes. I would like to first have introduced into
iléilrecord the report we made on that bill under date of July 22,

Senator CLark. Is that the letter to Senator George?

General Hings, Yes, sir.

Seriator CLark. That was put in the record yesterday.

General Hines. That is the same one,

I simply wish to point out two matters in connection with it.

Senator MiLLikiN, May I ask the present rate?

General Hines, Five percent.

As soon as you offer any inducement for a man to borrow on his
insurance, in due course you wipe out the benefit of that insurance.
I feel that the first principle, that & man should not impair his in-
surance by borrowing on it, is paramount.

There is another feature in connection with this bill that should be
pointed out. This relates to the United States Government insurance,
For some time we have considered, and I think the Congress has
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followed the thought pretty much, that as to the United States Gov-

ernment insurance, there being approximately 600,000 veterans who

have been provident, retained their insurance, converted it into stand-
ard form—and we have been acting as trustees for that fund—we

;hot‘;ld be very careful and not do anything that would impair that
und.

Mind you, we have had to build up reserves there thit are attrac-
tive to those that would like to use them for something else, to cover
one feature of that that was not calculated in the rate. In other
words, United States Government insurance matures under two con-
tingencies, permanent and total disability, and death, Commercial
companies tried to write Eermanent and total disability up to the
age generally of 60 or 62, but they all found that they couldn’t, that
it couldn’t be Qone, because the cost was excessive,

We have had to build up a considerable reserve to keep that con-
tingency. But the insurance itself is written on a 814-percent basis.
This bill proposes to let a man borrow his money and somebody else’s
money at a lower rate of interest than the Government is paying him,
which is not sound, of course. Personally, our rate of 5 percent is
less than that of many of the insurance companies. It is certainly
in line with the insurance companies,

This whole converted policy of insurance, the United States Goy-
ernment insurance, was [:uilt on the thouf;l’lt that that fund would
be sejf-sustaining except for losses due to the hazards of military and
naval service, where appropriations were made from year to year to
maintain that fund, muf I am wondering whether actually, from the
executive end of the Government, whether the Congress has the right
to transfer to the man who doesn’t borrow on his insurance the burden
of the man who wants to borrow up to the limits of his insurance.

Senator Crark. The limit is 94 percent; isn’t it ¢

(General Hines. Yes; I think it is.

Senator Crarg.'I believe it is. That is right; isn't it, M.
Breining i .

Mr. Breixino. Yes.

Senator Crarg. You can borrow 94 percent?

Mr, Breinino, Of the reserve value; yes. The reason for 94 per-

--cent is that originally the interest rate was 6 percent and we charged
it in arrears, whereas most of the companies charged in advance.
" ‘General Hines. If this bill became a law it would affect that fund
in a sizeable amount. There are one hundred and fifty million, five
hundred and thirty-two thousand-some-odd-hundred dollars in out-
standing loans. The amount of interest {wr annum_ at the present
rate, 5 percent, is $7,5626,645.22. If this bill became a law the amount
of interest would only be $4,515,987.13. L

The Congress should also keep in mind that we are limited in the
investments in that fund. In other words, it requires really that we
not only earn the 314 percent but we have to earn something above
that to maintain the reserve to cover permanent and total disability.

It is true that we have paid dividends from that fund, and the

- palicyholders have the right to get it, to expect it. They get it from
other commercial forms of insurance. They have been paid on
excess interest earnings, mortality savings. Imterest earnings are
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getting to be a problem, because, as the committee understands, that
mvestments in Government securities are now such that you can’t
get 315 percent,

We were fortunate when we cashed in on the bonus. We had
carried in that fund, and loaned on the bonus certificates a large sum,
and the Congress realized the importance of kceping this fund intact,
the importance of giving us a fair interest rate, and they authorize
the issue of a speci:ﬁ issue of bonds covering that,

So that I feel that really this bill, designed by a member of the
Senate who I know is a pretty sound thinker, and he is a veteran, but
really, to increase the opportunity, or make the incentive greater to
borrow on insurance, is not a good thing to do.

Senator CLarg. General, I can see objections to proposing the flat
rate by law, but there was a suggestion made yesterday, and I have
had the suggestion made to me by people who have had the experi-
ence, that ?'ou have this sort of a situation existing, a service veteran
who has this insurance, who may have nothing else, has to pay &
percent.

On the other hand, a man that has a policy in an ordinary com-
mercial life-insurance company, while it is true that if he borrows on
that policy from the life-insurance company he has to ps { 6 percent
in most instances, he can go to an ordinary commercial bank and
borrow money for 3 percent. I can see the disadvantages to under-
taking to fix a rate by law, but this man may need to borrow money
on his policy to pay the premium. He can’t borrow from the bank.
He has to pay substantially above the ;aroing rate. YWhat would be
the objection to amending this proposed act by providing that the
Veterans’ Administration should from time to time but not less than
once n year publish the rate of interest, which would be the going
rate of interest, let us say, for the country at large, but not to be
less than the cost to the Government for the money itself.

It does seem to me that the Governiment ought not to make a profit
out of these men, and while I agree with the idea of keeping a man from
borrowing money on a policy as much as possible, in some cases it is
necessary. . N

General Hixgs, Let us not say that the Government is making a
profit on him. Whatever it made on interest on loans from that fund
Eeoes into that fund and it has a bearing upon the amount that may

earned by the reserve. Of the amount received as the earnings
and which passes to the reserve, or otherwise reflected as increased
earnings for the insurance fund, the Government will not make a
nickel out of that. The Government gays into that fund, however,
all losses covering the cases of men who die as a result of an.extra
hazard of military or naval service,

Senator MiLuikiN. The fund is strengthened for the benefit of those
who do not borrow.,

General Hings, That is right.

Senator Mmuigin. I think you made the point a while ago that they
may have a vested right not to have that strengthening of that fund

" depreciated by lowering of the interest rates.

General Hines. In other words, if this bill became law the divi-
dends paid on those policies that are entitled to a dividend would be
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reduced to any policyholder, and as to the borrower, even he would
probably write in and ask, “Why was my dividend cut; it is less this
year than last?”

Now, we are not in a competitive business. We are trying to main-
tain that fund according to the announced policy of Congress, a self-
sustaining fund except for the extra hazards and the mﬁninistmtive
expense,

Aunswering the question put to me on the thought as to getting out a
rate each year, I am sure if we did that there would be efforts of this
kind made to the Congress to reduce the rate, because we probably
would follow the policy followed by the commercial companies of
charging n rate of interest in keeping with that, and discouraging men
from borrowinﬁ.

Now, if we had a law which would go along somewhat with the
thou?ht T think you have, where there was some discretion left as to
whether a man needed it, we would be in an endless determination of
need on that, on the part of those men. Personally 1 think if any
change is made it would be better to have the rate fixed by law and
then we have the answer.

But most certainly you cannot fix the rate in this bill without im-
pairing the fund.

In other words, this bill proposes to fix it at 8 percent. The Govern-
ment is paying 815 percent.

Senator MiLLikIN. Would 4 percent impair your fund?

General HiNes, Four percent would probably impair any payments
in dividends on the policies because it requires better than 4 percent to
maintain about what we have been doing.

I would certainly feel that those veterans who have not borrowed
on their insurance, and I don't know just how many there are—we
could get that data for you (as of February 28 there were 164,753 loans
outstanding) —but really a proposition of this kind ought to be sub-
mitted to the stockholders of this company, and they are 600,000
veterans of World War I.

Senator Mirtakin. I think, Mr. Chairman, that would be a very
interesting statistic, ‘

General Hines. That is all, Mr. Chairman, unless there are some
questions, I appreciate the opportunity to appear, Mr, Chairman.

Senator Crark. (lad to have you, General, always. ’

Mr. Rice, did you wish to be heard on 877¢ :

First, let me ask: Colonel Harrell, is there anything you or Colonel
O'Brien desire to add to your testimony of yesterday‘{g

Colonel HarreLr. Yes.

Seénator CLark. You may proceed, Colonel.

STATEMERT OF COL. W. F. HARRELL, LIFE INSURANCE OFFICER,
WAR DEPARTMENT

Colonel Harrerr. Senator, I think it would be of interest to the
Congress to know that recently we have been bringing up a real or-
ganization. We have held schools alf over the United States teaching
officers the need to do this work. We have had all of our generals
alert, and I thiuk everyone commanding an army, or a service com-
manti, has sent out an announcement directing that this work be done.
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This didn’t occur before. e are not interested in the new men.
We have solved their problem. We put a gate down when they come
in and they must get their insurance. But we are interested in the
older men who came in a year or 2 years ago and who did not get it,
and that is a difficult job.

It is a physical impossibility to conduct the required physical exam-
inations. We haven't enough doctors. Not only that, we have men
on islands along the Atlantic coast, 75 miles from a doctor. And he
can’t get that insurance without going throngh the most rigid exam-
ination.

With all due respect to General Hines and Mr. Breining, and man
of our good friends who have helped me, their requirements are muc,
more severe than those of commercial life-insurance companies. I
was with a life-insurance company, the largest in the world, for 14
vears after I went on the retired list, and we would take any man in
the Army for a policy with an annual premium of $300, yet the whole
premium on this is about seventy to eighty dollars, on official state-
ment that “T am well and qualified for active duty.” That is all that
we demanded,

Some companies will take an officer of the Army for ten or fifteen
thousand dollars without anything except his own statement. It
seems to me that the Government ought to be less severe on those sol-
diers than commercial companies are on civilians. The value of this
thing, if we can do it, will help morale. It will help win the war, and
that is all that counts. '

Senator Crark. Are there any questions?

Senator MiLLixin. No. .

Senator Crark. Colonel, I don’t want to be impertinent, but how
many battle colors do you have on your campaign ribbon you are
wearing ?

Colonel HarreLn, Senator, quite a number.

Senator Crarg. The reason I ask is that I don’t think I have ever
seen a campaign ribbon with as many battle stars on.

Colonel TarreLL. I was in the First Division all the way through.

Senator CLarg. And I noted you have two wound stripes there, too.

Colonel Harreir, Yes, sir. I asked General Pershing, on the
Fourth of July, to either let us fight or send us home, and on the 18th
of July, 2 weeis later, he did, and on the 19th I was wondering, “Why
didn’t you keep your mouth shut ¢”

Senator CLArr. Have you any statement to make, Colonel O'Brien?

Colonel O'Brien. None except that the colonel does not have on his

" left breast the full quota of decorations to which he is entitled.

Senator Crarg. All right, Mr. Rice.

STATEMENT OF MILLARD W. RICE, NATIONAL SERVICE DIRECTOR,
DISABLED AMERICAN VETERANS—Resumed

Mr. Rice. Mr. Chairman, I would like to make one more observation
concerning S. 803, and that is to call your attention to the fact that if
every man who went into the armed forces were thoroughly informed
as to the value of insurance he would have the opportunity of taking
out that insurance within the first 120 days without any examination.
The purport of this bill is to give to those men who have not been
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. thoroughly informed the opportunity which they might have had had
they been thoroughly informed within that first 120 days. The net
cost, therefore, is not really increasing, ‘excagt by reason of the differ-

premiums had they been
thoroughly informed and had they taken out the insurance within the
first 120 days without examination. Many of those now being rejected
would not have been rejected; they would have been accepted not-
withstanding disabilities that were subsequently found on examina-
tion subsequent to that 120 days.

Therefore, if a complete selling job had been possible to start off
with, by the War Department, the totzl liability, so far as the Federal
Government is concerned, would be the same as it would be with the
enactment of thisbill. :

Now, going to S. 877, which would propose that the interest on
Government life-insurance loans be reduced to 3 percent, may I advise
you that our organization went on record to the effect that such in-
terest should be reduced to 314 percent, and a bill to that end was
introduced on the House side, H. R. 682, by Mr. Wickersham, which
is the same as 36 in the omnibus bill of our organization, H. R.
912, and we went on record that it should be 814 percent in deference
to the statement, rather, the logic expressed by General Hines, to the
effect that inasmuch as tlie reserve is built up at the rate of 314 per-
cent per year, we didn't think that we were fair in requesting that it
be reduced lower than that, but we do feel justified in requesting that
it be reduced to 314 percent, because of the factors already presented.

May I call your attention to the fact that if such interest is re-
duced down there is no increased cost to the Government whatever,
not one penny of cost, unless it be some administrative cost in doping
out the difference of such a percentage, but that it will probably re-
duce somewhat the amount of dividends paid to those who now have
been carrying the policies.

In other words, under the present policy those who are more
fortunate profit at the expense of those who are less fortunate. It is
a rather strange commentary, too, that the most profitable investment
that the insurance fund makes is at the expense of the less fortunate
veterans who must borrow on their Government life-insurance policy.

Senator CLARK. Sometimes to pay the premiums.

Mr. Rice. Exactly so. .

In that connection, Senator, may I call your attention to the fact
that there were thousands of disabled veterans who in 1927 were ac-
corded the privilege of resuming their insurance provided that they
pay back all of the back premiums or that such back premiums be
placed as a lien against the policy at the rate of 6 percent annum
compounded, which several years ago was reduced to 5 percent, and
is still being imposed against those policies, but the amount of in-
surance they get is reduced by the amount of those liens, in spite of
the fact that they continue to pay premiums on the basis of the prior
face value of the tpolicy. . ] ‘

So that some of those men, who are payi pilpremlu'ms on a $10,000
policy, will before the 20-or 30-year period has expired, have a net

- insurance of probably less than $5,000 because of that compounded in-
terest of 5 or 6 percent, and that is still going on. What the extent
of those liens is I don’t know, but they go on earning money for the
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insurance fund, for the benefit not of the Government, but for the
benefit of the other policyholders, and I am sure that it the avérage
policyholder, the average veteran, could have the opportunity of ap-
ﬁearing before this committee and advising you as to whether or not

e cared to profit at the expense of these disabled veterans, he would
disclaim any such desire on his part, and would endorse this legisla-
tion to reduce this interest rate to at least 314 percent.

Senator CLark. I may say on that point, Mr. Rice, that that ques-
tion has always beeil raised any time any (Auestionrof more generous
treatment to these people has been presented, and I have never, in all
my experience, have never yet seen a letter or seen a verbal protest from
any of the people who had not borrowed on their policies, and who had
maintained their policies, and were in more fortunate position than
some of the other men. .

Mr. Rice. Exactly so. I may say, when the law was enacted re-
ducing the interest rate from 6 to 6 percent there were great fore-
bodin%,s by the representatives of the Veterans’ Administration that
it might endanger the insurance fund and that in any event it would
certainly reduce the dividends.

Senator MiLLIKIN, That sort of a reaction is a wholesome thing
for anybody who is in the position of a trustee,

Mr. Rice. Yes. Subsequent to the reduction from 6 percent to
5 percent the dividends as to some policyholders have been increased.
It so happens that I have had loans on my personal insurance policy
for just about the last 18 years, but.my dividends have also been in-
creasing, so that the dividends fast year were about 28 percent of the
total amount of premium payable, and the dividends did not decrease
by reason of the fact that, at least as to my policy, did not decrease
by reason of the fact that the loan rates had been reduced from 6 per-
cent to 5 percent.

Senator MiLLikiN, Your dividends probably increased through an
increased number of loans. ‘

Mr. Rice. That is probably true. Now,as to others, their dividends,
their dividend rates would decrease because the Veterans’ Administra-
tion some years ago classified them according to the various years in
which they were taken out, and maturity, and that sort of thing,

As to some of them, the dividends were cut out completely. As to
others, where the policy had been in force for a long period of time,
such as-mine, Mr. Chairman, in 1919, the dividends actually were
increased. i .

So that it isn’t necessarily true that we are going to call upon these
other policyholders to suggest a release of their dividends, and even
so I don’t think a single one would protest. And I have no fear
whatsoever that it would endanger the insurance fund if it were re-
duced down to 815 percent.

- I would recommend that the bill be changed to read 314 percent so
that it might not interfere with the building up of the reserve fund,
so that it might not be possible for a man to borrow at 3 percent in
order to build up his fund at 814 percent,

- Senator Crare. Mr. Ketchuin, is there anything you want to say
about §77% o ) .

Mr. Kercuuo. Senator, we have no resolution or mandate on the
thing, and I am afraid any remarks I made would be purely my own,
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and not with any particular mandate from our organization, and for
that reason I am going to {)ass up your invitation to comment on it.
Senator Craex. Mr. Sullivan, do you desire to discuss 8771
Mr. Surrivan, No,sir. We are in the same position. We have no
resolution on it. Thank you. . .
Senator Crark. Does anyone want to add anything to what he said

yesterday about S. 9031
Mr. Surrivan. Not other than to concur in the two amendments
offered by Mr. Rice. . :

Mr. Kercuum. 1 would like to comment on that, Mv. Chairman, if
you have the time.
. Senator Crark. We will be glad to have you, Mr. Ketchum.

STATEMENT OF OMAR B. KETOHI‘IM, LEGISLATIVE
REPRESENTATIVE, VETERANS OF FOREIGN WARS

Mr. Kexcuuu. There are one or two thoughts I neglected to men-
tion yesterday. ‘ . .

Quite a point has begn made over this question of policy that the
Senate wrote into this amendment to Public, 360, something to the
effect that this shall not be a continuing policy of the Congress to grant
additional benefits, and so on.

Some of the previous witnesses have taken that as an argument that
the Congress emphatically should on this first 120-day extension say
that they are not going to continue fo do this. Now, it is my personal
opinion that that was written in there more concerning the automatic
benefits than pertaining to the 120-day extension,

-Senator Crark. I will say, Mr, Ketchum, that I think it was written
in, and I helped to write it in, with reference to the whole busin
but I don’t think the g‘olicy announced in that measure, which, as
said, being charged with the bill, I gladly accepted, applies in the face
of the uncontroverted record here that the War Department liad not
been in a position in many cases to inform these men of their rights.
The 120-day limitation was written in on the natural assumption that
every officer would see that these men were familiar with their rights.
When there is a clear showing that that was, for any reason whatever,
impossible, or was not done, and that a further period of 120 days
would make that possible, it seems to me that that announcement of
policy is vitiated bf those very facts.

Mr. Kercaoa. I just wanted to reemﬁhasize the point that there
are no automatic benefits involved in this bill.

Senator Crarr, That is correct.

- Mr, Kercaum. I further wanted to make the point that it is diffi-
cult for me to see the difference between one 120-day period and an-
other 120-day period. When a man first comes into the service under
the existing national service life insurance law he is entitled to apgly
for this insurance without medical examination at any period within
the 120 days. .

Now, these men who haven’t taken ‘this insurance up to now have
not been insured, have not been a lisbility against the insurance
fund, they are simply moving up the 120-day period. In other words
they are being given another opportunity within a 120-day period
to apply for that insurance. ! "

I3

1]
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Now, they make the point that supposing the man in the meantime
has incurred some disabilities that make him a bad inherent risk and
he can apgly for this insurance now without a medical examination,
Exactly the same thing applies in the first 120 days that he has to
apply for this insurance. Suppose a man comes into the Army and
within 15 or 80 days he becomes seriously ill. He becomes a bad risk.
Yet he can apply as I understand it, within that first 120-day period
for amounts of life insurance up to $10,000. .

What is the difference between the original 120-day period and the
_ extension? -

Senator Crarg. There is no diffevence.

Mr. Kercaun. Insofar as lability or excessive cost to the Gov-
ernment insurance fund is concerned I can see very little difference.

As I said to the committee yesterday, we are interested in ntmg
this insurance to these men. If the War Department failed, an
it is acknowledged they did fail in the beginning to educate, inform
and encourage these men to take the insurance, then why should it
not be reasonable and fair to grant them an additional 120 days in
which they shall have this right.

That was the point that I wanted to develop before this committee
again this morning. .

Thank you very much, Senator, for givmghme this opportunity.

Senator Crare. Mr. Breining, do you wish to discuss 877, or did
General Hines cover the ground?

Mr. Brenine. Just a thought or two.

Senator Crark, All right.

STATEMENT OF HAROLD W. BREINING, ASSISTART ADMINISTRA-
TOR, VETERANS' ADMINISTRATION

Mr. Brexxine, The question raised of reducing interest is one of
equity as between the 1;mlicyholders. These policyholderse represent
a mutual group no diflerent from any other mutual company, except
the trustee in this instance happens to be the United States Govern-
ment rather than a group of governors or trustees. The relationship
between the policyholders is exact(lﬂnthg same, except the Government
does contribute the cost of the administering of the fund, and also
any losses occasioned by the extra hazards of military and naval
service.

The very essence of level premium insurance is that you have a
static condition over a number of years. You cannot treat it as a
commercial banking proposition, raising the rates 1 week and lower-
ing them the next week, or raising them 1 year and lowering them
the next year, because you have to foreses long in the future what
your interest rate will be in order to fix your premiums, and also
as & protection against the persons who.wish to borrow.

Now, the persons who wish to borrow now may be charged slightly
more than they would have to pay in the outside market,

Senator Crarg. Two percent.

Mr. Breinino, Well, some banks do charge only 3 percent, but I
think consideration should be given in that connection to this, at first
they require an absolute assignment of that policy, and if you have
read one of those assignments you know it is a tremendously broad
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affair, it éven gives the bank the authority to surrender the policy
and take the surrender value, and to do anything else, practically,
with the policy except change the beneficiary.

Now, in connection with the insurer that is not true. The bank
can accept a loan or reject it at its will according to the status of
* the money market. The loan which is secured by the policy is gen-
crally callable after a short period of time. True it may be extended
but the insurer, on the other hand, he has to give the loan at any tie,
So that when you find in the money market rates are high, as we
had in the late twenties, when call money was 20 percent, the man
still_could have come in at the fixed rate of interest and borrowed
without the discretion of the insurer in rejecting that loan.

Now, the majority of the policyholders—there is about 165,000 who
have borrowed on c{mlicies as against over 400,000 who have not—
those persons have deposited with these trustees certain savings which
they expect to be advantageously invested on their behalf, Divi-
dends on an insurance policy is not like a dividend on a stock or on
a bond. It is an adjustment of premium based upon what the re-
serves are able to earn and also the fact of mortality enters into it.

Now, if the insurer had been free, when money rates were high,
to invest these reserve funds at that high interest mte and reject
the policyholders’ applications for loans, it would have made great
sunis’ of money; but the very basis of level-premium insurance is to
have a steady condition that runs over the whole life of the policy,
to protect the insurer against having just this situation of persons
coming and borrowing the monsy, making them liquidate faverable
investments in order to maké these loans, and on the other hand to
protect the borrower against having high interest rates charged on
their policy loans at times when high interest rates prevail in the
money market, T

1t is a question of fairness between this whole group.

Now, the policyhalders who have not borrowed, if the interest rate -
is reduced, will probably find it provident, from an economic stand-

oint, to borrow. Now, borrowing on a policy is the first step toward

apse of a policy and I do not believe it is in the interest of the policy
holder. It willencourage him to lapse in his policy. ’
- If they have a loan on an insurance policy tlu?v are not dunned for
the interest. The company has no right to call the loan. All they
can do is to send out a loan-interest notice as the interest becomes due,
If it is not 'gaid it is added to the loan principal, it becomes n new
principal. That is not true of the bank. The bank sends out its in-°
terest notice nnd tells you to come in and make a new loan, in which
event they will adjust the interest rate according to the prevailing
money market. )

I feel that it would be to the disadvantage of the policyholders gen--
erally to lower the interest rate and thereby lower the interest earn-
ings over a period of years. Also profits due to amortization, and we
have had areat profits in that field due to the fact that these very pru-
dent policyholders, who converted their insurance early and did not
make loans on their policies, had their money, which they deposited
as & reserve, used to-purchase bonds of the United States as low as
82, 41/;-percent bonds, should be preserved fod those whose contribu.-
tions made them possible, i
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Senator MiLigiN. Do private insurance companies change their
rate of interest during the life of the policy?

Mr. BreiNiNg, They do not.

Senator MiLLikIN, Neverf

Mr. BreiNixoe. No, they do not. As a matter of fact, there was a
study made of that when the interest rate was changed on some of the
new policies. Most of the policies up to a few years ago were uni-
formly 6 percent. Some of them 515 percent. They made a study
of that as to the right of the company to change it.

]S.er.mt;n' MiuikiN. The changes I have in mind then are on new

icies . ’
pOMr. BreiniNe. Yes, sir.  And also it was, I believe, under consid-
eration by the Lef;islnture of the State of New York in considering a
bill, and the legislature refrained fruin passing the act because, under
advice of counsel, on the basis that it would not be legal for them to
disrupt the contractunl velationship existing between policyholders.

Senator MiLikiN. In a mutual company, where there is a right to
change the rate, is it by action of the policyliolders or by the trustees?
bo?llr' Brrinixe. The action is by the trustees, who are the governing

ow, if I can make just one more point. Level-premium ingur-
ance is a kind of voluntary forced savings. That may seem an in-
congruous and paradoxical statement but I know of nq better way
to state the situation. It is mentioned because it has been found over
& period of years that term insurance is not favorable to either the
insurer or the insured and it never works ont because when the man
is in most need of insurance, when the premium gets higher, at a later
age, and when the earning power is declining, the man most in need
of protection loses the protection.

If you encourage loans on insurance, at the same rate or at a lesser
rate than the reserve rate, you are reverting to term insurance, because
the man pays in on a level-premium basis, but you authorize him to
borrow back his reserve fund at the same rate as his guaranty fund.

It just nullifies the whole idea of level-premium insurance and it
turns the contracts into term insurance, witich I think every insurance
man recognizes as being unfavorable from both sides, and every com-
pany that has ever embarked on a program of term insurance to
cover long periods of insurance has gone by the board.

Senator CLArRk. Are there any questions?

Senator MmLikin. No.

Senator Crark. Thank you, Mr. Breining.

Does anyone else desire to be heard?

Colonel O'Brienf

Colonel O'Briex, We have had a note from the YWar Department
to ask that an opportunity be extended to express the War Depart-
ment’s views with respect to this bill,

Senator Crark. Very well. Does anyone else desire to be heard on
Senate bill 90317

(No response.)

If not, the committee will go into executive session.

(Whereupon, the committee, at 11:50 a. m., proceeded into execu-
tive session.}
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