
ADJUSTED COMPENSATION' ACI

HEARINGS
BEFORE THE

COMMITTEE ON FINANCE
UNITED STATES. SENATE

SIXTY-EIGHTH CONGRESS
FIRST SESSION

ON

H. R. 7959
AN ACT TO PROVIDE ADJUSTED COMPENSATION FOR

VETERANS OF THE WORLD WAR, AND
•FOR OTHER PURPOSES

MARCH 2&-29, 1924

WITH INDEX

Printed for the use of the Committee on Finance

WASHINGTON
GOVERNMENT PRINTING OFFICE

u8a1 1924



COMMITTEE ON FINANCE

UNITED STATES SENATE

SIXTY-EIGHTH CONGRESS, FIRST SESSION

REED SMOOT, Utah, Carman.
ROBERT M. LA FOLLETTE, Wisconsin.
GEORGE P. McLEAN, Connecticut.
CHARLES CURTIS, Kansas.
JAMES E. WATSON, Indiana.
DAVID A. REED, Pennsylvania.
DAVIS ELKINS, West Virginia.
MEDILL McCORMICK, Illinois.
RICHARD P. ERNST, Kentucky.
ROBERT N. STANFIELD, Oregon.

FURNIFOLD McL. SIMMONS, North Carolina.
ANDRIEUS A. JONES, New Mexico.
PETER G. GERRY, Rhode Island.
JAMES A. REED, Missouri.
DAVID 1. WALSH, Massachusetts.
PAT HARRISON, Mississippi.
WILLIAM H. KING, Utah.

FRANK X. A. EDLY, Ckrk.







ADJUSTED COMPENSATION ACT,

TUSDAY, MAXO IS 1924

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Wu ington, D. .
The committee met at 11 o'clock a. m. in the hearing room of the

Senate Finance Committee, 310 Senate Office Building, Hon. Reed
Smoot (chairman) presiding.

Present: Senators Smoot, McLean, Curtis, Watson, Reed of
Pennsylvania, Elkins, Simmons, Jones of New Mexico, Gerry,
Walsh of Massachusetts, Harrison, and Kinke. . .
. There were also present: Mr. John Thomas Taylor, general
counsel of the American Legion; Mr. Herbert Hess, actuary eim-
ployed by the Legion; and Mr. Edward McE. Lewis, of the national
legislative committee of the Legion; Mr. J. S. McCoy, special adviser
to the Finance Committee of 'the Senate; and others.'

The CnA IAN. Gentlemen, yesterday I presented to the com-
mittee an estimate of the cost of H. R. 7959, known as the House
bonus bill, prepared by Mr. Joseph S. McCoy, the Government
actuary. The estimated cost of that bill, according to Mr. McCoy,
is $4,358,329,000.

(The estimate referred to is as follows:)
(1) Total number entitled to bonus ------------------------ 4, 477, 412

Average service --------------------------- days.. *' 398

Total manays ------------------------------ 1,782, o9, 97,
Deduct man-days'of (4) 865,741 serving average of 30 days-. 25,972, 3'

Remainder ------- * ---------------------------------- 1, 756, 087 746
Deduct man-days (5) 389,583 serving 85 days ------------.. 33, 114 555

Remainder ,---------------------------------- 722, 923, 191
Deduct man-days in excess of limit; home service only, 500 days;

other -service only, 500 days; mixed service, 624 days; esti-
mate 150,000 veterans at 100 days ------------------------- 15, 000, 000

Remainder -------------------- 7 ----------------- I, 707, 923, 191

Total cash base, on assumption that the service of those who
served over 110 days was 50 per cent home service:

1,707,923,191 at $1 ----------------------------------- $I, 707, 923, 19
53,961g,595 at $0.25 ------------- .------------------ 213, 490, 399

Total cash base or service credit --------------------- 1, 921, 413, 590/
Deduct $60 for each of 3,222,088 veterans-bonus already paid. 193,325, 28'j

Total cash base or service credit ----------------- 1, 728, 088, 310
Average cash base, $536.33 (divide by (8) 3,038,283 plus (2)

183,805).
Deduct gross payments to (2)----------------------------- 98, 580, 136

Balance ---------------------------------------------- 1, 629, 508, 174
Add 25 per cent -------------------------------------- 407,377,044

Total of all service certificates --------------------- 2, 038, 885, 218

1 From data In the MoCumber report, page 71.
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Average service cert--eate.......... $670.41
Ost of $1,000 endowment policy at the age of 32..------------------ 496. 62

-Arerage endowment policy -------------...---------------- - 1,349. 95
Total payments by Government, on-'acunt oif insurance policies

within 20 years, $1,349.95-$,036 ?5....-----------.-.-- 4, 101, 530, 136

COST THE FIRST YEAR

To'dependents of those dying July 1 1919, to January 1, 1924-. $28, 000, 000
Payments to those whose service credit is not in excess of $50 (10) 14, 799, 470
Administration (to Jan. 1, 1926) ---------------------------- 20, 000, 000
Dying first year, 25,151+$1,349.95 -------------------------- 35, 302, 542

Total cost first year ---------------------------------- 08, 102, 012

TOTAL EXPENDITURES FOR 20 YEARS

First year ---------------------------------------------- $98, 102, 012
Administration ---------------------------------------- 152, 000, 000
Maturities --------------- ----------------------------- 4,066, 227,594
Payments to dependents of those dying prior to Jan. 1, 1924. -- _"" 42, 00, O Q

Total expenditures --------------------------------- 4, 358, 329, 606
NoTE.-Figures in parentheses a8 (4) refer tc such numbers on page 5 of the House report.

The House estimate on the same bill is $2,192,000,000.
Senator WATSON. It is $4,358,329,000.
The CHAIRMAN. The House estimate was made by the actuary of

the American Legion.
Senator KING. By whom?
The CHAIRMAN. By the actuary of the American Legion.
Mr. TAYLOR. The actuary of the Veterans' Bureau.
The CHAIRMAN. The actuary of the Veterans' Bureau. I under-

stand the actuary is here, and Mr. McCoy is also present, and, if the
actuary of the Veterans' Bureau would like to be heard, the com-
mittee would like to hear him state how he arrived at the estimated
amount.

Mr. Hnss, Yes, sir: Mr. Brown is here and will give you the
figures. The figures prepared by the actuary of the American Legion
covered the cost of what is known as the Curtis bill. This is entirely
different. We had nothing to do with those figures. Mr. Brown was
called in by the chairman of the Ways and Means Committee.
. Senator SMmoNS. Let me see if I understand you. Those were the

estimates given to the House on the Curtis bill?
Mr. HEss. No, sir; the estimates were prepared in the House by

Mr. Brown, at the request of Mr. Green of the Ways and Means
Committee, and the American Legion had nothing to do with them,
and had no knowledge of them. Our figures were prepared by our
actuary.Senator WATS6N. Has the actuary of the American- Legion pre-
pre.d figures on .this?

Mr. TAYLOR. No, sir; but Mr. Brown has.
The CHAIRMAN. We will call Mr. Brown.

BEST AVAILABLE COPY



'AWTSTW OOMftXAT1ON, ACT tq

STATEMENT OF K:R. HOWARD P. BROWN, ACTUARY-OF THE'
UNITED STATES VETERANS' BUREAU

The CHAIRMAN. You may proceed with your statement, Mt,
Brown.

Mr. BROWN. The figures prepared for the Ways and Means Com-
mittee of the House were based upon the hearings and the reports
submitted by the War and Navy Departments, including the Marine
Corps, in the hearings in January and Fbruary, 1922; also the re-
port on that bill was used in conpifng these fig-ures.

I found that I could not use the number of average service days
which were given in the report, for the simple reason that the report
itself was contradictory--using the total figures in the, report of the
total number of days and the total number of men who served, I
arrived at an entirly different figure. I arrived at an average service
of 328.18 days, which, of course, is much lower than the average they
gave; and so I could not use that; but in the hearing in 1920-

The CHAmMAN. You say you could not use "that." What do
you mean by "that"?
. Mr. BROWN. I mean I could not use their figures. I could not use

the figures given in the hearing, which averaged up 398. for all -the
services. : . ..

Senator KING. You say you did not use that for a basis, for your
foundation?.

Mr. BROWN. I did not, for it was not consistent with itself, with
the figures in the same report.

The CnAIRmAN. What figures did you use?
Mr. BROWN. I arrived at the average adjusted service for those

who served over 110 days by taking the report of 1920, in which the
service by months is given,, and estimating those above 110 daosp
and those over 560 days-calling it 560 days because tlat was the
maximum.

The CHAIRMAN. You mean you excluded all who were under 110days?Mr. BROWN. In arriving at the cost for adjusted service compensa-

tion, the insurance certificate. It is necessary to do that, because
the average, including those who served only 30 (lays or less, would
pull down the average when you are applying it to a group who served
between 110 days and the maximum.

The CHAIRMAN. I do not see why you started it at 110 days.
Mr. BROWN. Because all that served less than 110 days are paid

in cash, and you have got to get the average of the group who are
going to have the insurance benefit. If you applied the average of
the entire group you would have much too low a figure.

Senator WATSON. That is, under this bill, nobody who served
under 110 days will get the benefit of the insurance?

Mr. BROWN. No, sir.
Senator JONES of New Mexico. That is, they deduct 60 days:

that is, for the first 60 days?
Mr. BROWN. Yes, sir; the average, as arrived at from the state-

ment furnished by the War Department in 1920 was 442 days, and
deducting 60 from that, you get 382, which gives you the average.

Senator WATSON. How many soldiers did you count &3 beneficiaries
under this plan?
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Mr. BROWN. There are 3,038,283 who are entitled to the inaurWq
benefits.

Senator REED of Pennsylvania. What is the average service credit
that you have figured? 0.

Mr. BROWN. For those men, 382 days-that is, deducting the 60.
Senator REED of Pennsylvania. That is not the amount the

Government allowed them for their service credit.
•'Mr. BROWN. That is the service credit.Senator REED of Pennsylvania. Three hundred and eighty-two.

That was increased how much--to 478, wasn't it?
Mr. BROWN. To 477.50, to be exact.
Senator REED of Pennsylvania. And that is still not the amount

the Government will pay.
f Mr. BROWN. That is applied as net single premium, under the
American Experience Table of Mortality at 4 per cent interest, to
purchase endowment insurance under the 20-year plan.

Senator REED of Pennsylvania. What will be the average amount
of endowment insurance at face value that would purchase?

Mr. BROWN. $962.
* Senator REED of Pennsylvania. In reaching your estimate of the

cost of the bonus, you multiply the average number, or the total
number of service men by $477.50. Is that right?

Mr. BROWN. No; in arriving, at the cost to the Government, the
single premium, which we have just stated as $477.50, was applied as a
net single premium to purchase the insurance, and calculation was
made on what the annual premiums would be on that same amount
of insurance for 20 years, and that annual premium represents the
amount the Government will have to pay, or will have to set aside
each year, to accumulate at 4 per cent interest, after deducting claims,
to ultimately retire or mature the certificates at the end of 20 years.
* Senator WATSON. How much is that?

Mr. BROWN. A total amount of $2,025,889,696. Then I obtained
an equivalent level amount to make ;he appropriation level, which
comes to $102,633,962.

Senator REED of Pennsylvania. Th3n that total that you -reach is
the amount, the Government would pay if it had a savings bank
into which it could put the money at 4 per cent interest?

Mr. BROWN. If that appropriation is invested in bonds which
will earn 4 per cent, it will mature all the bonds without further
addition.

Senator REED of Pennsylvania. How much is the total the Gov-
ernment will eventually have to pay-962 multiplied by three
million and odd men 1"

Mr. BROWN. Yes, sir.
Senator REED of Pennsylvania. What is the total number of men?
Mr. BROWN. It is 3,038,283.
The CIIAIRMUAN. And what is the amount?
Mr. BnowN. It is $962.
Senator HARRISON. What is that?
Mr. BROWN. It is $2,922,828,246.
Senator SIMMONS. Mr. Brown is taking into consideration here

the earnings on the annual appropriation, whereas the other actuary
doubtless simply figured the #cost of the whole thing, not contem-
plating annual appropriations at all or the earnings on it. I just
wonder if that is not the cause of the discrepancies.



ADJU$TXD 00 ,QM"

Senator WATSON. You can find out from Mr. McCoy.,Senator KiN. Ido nt'think the actuary fgd doit thuramont
you will have to pay out each year.

'Senator McLEAN. That is what I was going to say. in case of
deaths, you will have to figure a certain percentage oi that .

Senator JONES of New Mexico. I imagine that is cared for.
Senator McLEAN. There would be demands upoi that annual

appropriation to pay death losses..enator' KING. Yes; the full amount that you invest will not
remain invested.
. Senator SIMMONS. Have you agreed on the number of days and the
number'of people, and would it be just a matter of mathematics

Mr. BROWN. It is $2,922,828,246. #
Senator WATSON. How does it come that you had figures here of

$2,025,000,00?
Mr. BROWN. That represents the premiums the Government willpay in.I
The CHAIRMAN. Not any interest'at all?

Mr. BROWN. Without any interest at all, for they would invest
that in bonds immediately.
" Senator KING. Have you figured out the deductions necessary

every year for deaths?
Mr. BROWN. Yes, sir.
Senator KING. And have you figured out that a good many of

thee boys will not be subject tb the usual test where people take life
insurance, and, therefore, the mortality riute will be greater than the
average of persons taking insurance? Have you figured that? I

Mr. BROWN. I can not agree with that suggestion, because' the
experiences which we have been studying for a number of years, now
nearly six yeois, :do ,it bear that out, and I will give my reasons for
that. The men are subject to a medical examination, or were when
they went into the war, and those who withstood the igors of the
service came out better than they were before. The we gs were

carried off by the "11U" and the rigors of the service, as well as some
of the healthy men. The result is that we now have a class of men
who are finer than any average group in any insurance company. I
make that-statement without any fear of contradiction.

Senator KING. Will that be true of the several hundred thousand
who are receiving vocational training?

Mr. BROWN. On the average; the average of the group will be.
Senator REED of Pennsylvania. It is not several hundred thousand,

Senator. Sixty thousand are getting vocational training and 180,000
are getting compensation.

Senator KING. You mean that we are paying less than 300,000?
Senator REED of Pennsylvania. Yes.
Senator WATSON. Those are all eliminated from the provisions of

this bill.
Senator KING. Then, there would be, in addition to this, three or

four hundred million dollars more?
Senator JONES of New Mexico. I did not understand they were to

be eliminated.
Senator WATSON. That is my understanding.
Senator REED' of Pennsylvania. How about that, Mr. Taylor?
Mr. TAYLOR. Dependents of deceased veterans who ore drawing

&anpensation are eliminated.
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Senator WALSH of Massachusetts. What do you say the total. cost
to the Government of this bill would be?

Mr. BROWN. On the premium plan, $2,025,889,696.
Senator KIrNo. How much cash would 'it have to pay?
Mr. BROWN. I did not figure that.
Senator WALSH of Massachusetts. He said that is the total cost

of the bill.
Senator KING. I did not understand it that way. On this he

figured 3,068,000, and there were 4,000,000 men.
Mr. BROWN. There have already died 383,805 men of this group,

who have died since the war, that will be entitled to cash payments
of $50,000,000, who will be taken from those who will receive insur-
ance benefits; and this is a maximum figure, for there are those who
are receiving benefits from the Veterans' Bureau, and then there
are those who served less than 60 days-there were 865,741.

Senator KING. State that again.
Mr. BROWN. The number that served less than 60 days is 865,741.
Senator KING. What do they get?
Mr. BROWN. They get nothing at all. Then there are those who

served over 61 days and less than 110 days-or not more than 110
da.s. To pay them in cash will require $14,799,470.

Senator SiMmoNs. You say those taking vocational training do
not get anything?

Senator REED of Pennsylvania. That is a mistake. Only those
who have died are excluded.

Mr. TAYLOR. Only those who have died.
Senator SIMMONS. That is what I thought.
The CHAIMAN. I would like to ask r. Taylor where in the bill

those receiving benefits from the Veterans' Bureau are excluded?
Mr. TAYLOR. I say only those who have died.
The CHAIRMAN. That is different.
Senator SIMMONS. What becomes of the dependents of those who

have died ? Is there any provision made for them?
Mr. BROWN. Those not receiving compensation from the Veterans'

Bureau, there is a provision to pay the cash bonus to them.
Senator WALSH of. Massachusetts. And any veteran, where it can

be proven that death was due to the service, the dependents can get
compensation?

The CHAIMAN. Under the existig Iaw.
Senator WALSH of Massachusetts. es.
Senator R1XED of Pennsylvania. Any veterans whose death they

can not prove was due to the service, they can not get adjusted com-
pensation under this?

Mr. BROWN. The beneficiaries of those who died before making
application for adjusted compensation, if they were not receiving
benefits from the bureau, they receive a cash bonus in 10 quarterly
installments.

Senator KING. What is the cash bonus?
Mr. BROWN. The total to be paid is $14,799,470.
Senator KING. I thought that was for those who did not serve 110
dat. BROWN. Excuse me. There is $50,318,772 due to those who

*have died.
° Senator MCLEAN. That has got to be appropriated right away, in
addition to the $112,000,000 amually?



Mr. BROWN. That is distributed in 10quartrlyinstl.ehte.
Senator Jo~iNs of New Mexico. Then your estiimteof the b'st of'

the insurance certificates will be $2,026,000;000,'proVided the Go*'
ernment makes an annual appropriation of $112,009,000 and.iVeste.
that in 4 per cent securities.

Mr. BROWN. That is it. j It is just the- same as if' this credit, wa.
being given to thise men and it was applied to the-purchtwe of insur-
ance in an insurance com any.

The C HAiRMAN. If we borfow the money, of course we have gt to.
pay 4 per cent interest on it, and you have got to add whatever th6
interest would be. 1 d, ... ... ' w .

Senator SImMONS. We do not borrow the money. We appropriate
it. We appropriate $112,000,000 annually. I . I

The CHIRMAN. But we have got o get that money some way.
Senator KING. Did you fiWure out the aihount that will be paid out

from year to year in redeeming policies?
Mr. BROWN. That is taken account of in the premiums. It is.

applied to purchase endowment insurance, which provides for the,
protection over 20 years, and the premiums take care of that.

Senator KxNG. Every year a large number would die, and so you.
would have to pay out a good many millions .a year under matuin
policies?

Mr. BROWN. Yes sir.
Senator KING. H'ave you taken that into account in figuring the.

amount the Government would have to pay in addition to this
$112,000,000?

Mr. BROWN. Yes, sir; the $112,000,000 includes the death claims.
The application of the appropriation is like this. This money is.
immediately invested in securities that will earn 4 per cent and
accumulated at interest to the end of the year; at the end of the year
the death claims for that year are paid at the end of the year
and the balance left is the reserve, and then the next year a new
appropriation of the same amount comes in, and that is added to the.
reserve at the end of the first year, and the whole fund is accumulated
at 4 per cent interest; after the death claims are taken care of the,
balance left is the reserve at the end of the second year. The same,
is done for the third and fourth years, and so on. This process is.
carried on for 20 years, and at the end of 20 years there will be a
sufficient amount left in that reserve to pay al those who have not
died the amount of their certificates.

Senator KING. What number do you figure will die during the
20 years ?

Mr. BROWN. The original group started at 3,038,283, and the.
number living at the end of 20 years is figured at 2,490,020.

The CHAIRMAN. That would be 20 per cent.
Mr. BROWN. It is approximately 18 per cent.
Senator RE.D of Pennsylvania. You can figure it still cheaper if

ou took the present value of $477 and invested that at 4 per cent.
It would only cost $1,431,0,000, if you took that amount of money
now and invested it at 4 per cent to make the fund.

Senator WALsH of Massachusetts. You would have to pay the
interest on the bonds.

Senator REED of Pennsylvania. Yes.
Senator McLEAN. Mr. McCoy, do you 'subscribe to Mr. Brown's

estimate?



ADJUSrD4_QOVWZV0A ION ACT

Mr. McCoy. I checked all the figures----Senator.Smxos. Let us get, though with -r. Brown first I

-want to ,ask you, Mr. Brown, did you include the $50 cash bonus in
-that estimate?

Mr. BROWN. That is not included in *the $1 12,000,000.
Senator SIMMONS. But under this bill it has got to be paid?
Mr. BROWN. Yes.
Senator SIMMONS. What does that amount to?
Mr. BROWN. It is included in the report. It amounts to

414,7991470.
Senator WALSH Of Massachusetts. It is not included in your figures

-of $2,025,000,000?
Mr. BROWN. No, sir.
Senator WALsH of Massachusetts. When I asked what was the

total cost to the Government of this bill, you did not state the exact
total cost when ou said that it was $2,025,000,000?

Mr. BROWN.. Ile total cost to the Government?
Senator WALSH of Massachusetts. Yes.
Mr. BROWN. Perhaps I misunderstood you.
Senator WALSH of Massachusetts. Then I.will ask you again.

What is it going to cost the country to pass this legislation? I
Senator WATSON. Ificluding the force that the Government has

got to maintain to administer this law. I do not know how many
men it will take. It may take thousands of people, working year in. nd year out, and it maybe one of the greatest bureaus in the country.
That has got to be considered.

Senator RED of Pennsylvania. It will take 2,000 additional
clerks in the Adjutant General's office alone, working a year, to get
those certificates issued.

Senator SIMMONS. Yes; and you have got to have a big force fror
the. beginning to the end of this business to look after it, just like in
.an insurance coTnpany.

Senator McLEAN. Aren't there a lot of men in the Pension Bureau
that could do this?

Senator KING. If you will transfer these functions to the Pension
Bureau you will get it done for one-half.

Senator SIMMONS. But you will have to increase the. personnel of
that bureau.

Senator KING. I do not think so.
Senator SIMMONS. Yes; they claim that they need more emplo. -es

.right now.
Senator WALSH of Massachusetts. We are just passing the pension

-bill to increase the pensions of the soldiers and widows and the
children of every war.

Senator WATSON. We are about to do it' again. Now, are you
ready to answer the question, Mr. Brown ?
Mr. BROWN. The total cost of the insurance provisions of thekill,

-the total premiums, will be $2,025,889,696. The amount which
will be paid to the beneficiaries of those who have died since the war
is $50,318,772. The total cash to those who served less than 110
diays s $14 799,470. The total amount is $2,091,007,938.

Senator KNG. That does not include the interest on the money
'which we advance every year-that is not taking that into account ?

Mr. BRowN. There is no reason for taking that into account.
Senator KINo. But we appropriate it.
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Mr. BRtowN. You appropriate it; yeq, sir. ,
Senator WALSH of -Massachusetts. It is the- same as every, othpr

department..
Senator JONES of New Mexico. You have estimated thai every

one entitled to it will take the insurance certificates, have you?
Mr. BROWN. I have in the estimate; yes, sir.
Senator KING. You have made no allowance for the cost of

administration I
Mr. BROWN. No, sir; this is the cost of the provisions of the bill,

as regards the men themselves.
Senator KiNG. It has -no' reference to the cost of administration?
Mr. BROWN. No. I . .
Senator JoNES of New Mexico. If we assume that they ill will

not take the certificates it would be much cheaper.,
Senator HARRISON. Would Senators Reed, 3 . Pennsylvania and

Elkins, who served as officers in the Army, come, under the pro-
visions of this bil? I

Mr. BROWN. Not if they had a rank Ligher than that of captain.
Senator McLEAN. Would a captain come under the, provisions?
Senator WALSH of Massachusetts. Yes.-
-Senator HARRISON. Have you discussed what percentage will notmake application? .•.°..

Mr. BROWN. No; that has not been figured; only the maximum.,'
Senator KING. Now let us ask Mr. McCoy what he has to say.
The CHAIRMAN. We will ask Mr. MeCoy to explain in detail.
Senator KNo. Mr. Taylor, you have beard the .statement of Mr.

Brown. Do you assent to that? .
Mr. TAYLOR.'We have our own actuary here.
Senator KING. Do you differ from him?
Mr. TAYLOR. We have our own actuary, who is prepared to go on

the stand.

STATEMENT OF MR. JOSEPH S. McCOY, ACTUARY OF THE
TREASURY DEPARTMENT

The CHAIRMAN. Now, we will hear from you, Mr. McCoy.
Mr. McCoy. This so-called estimate that I made is simply, a

revision of the estimate printed in Chairman Green's report on this
bill. I checked it up Sunday morning and worked on it until I fell
asleep, and it is rather hurriedly done. The first figure in the report
is the estimated number entitled to adjusted compensation, living
on January 1, 1919. I.think that the date in the first place is wrong,
for that period goes to July 1, 1919, the period of service, but that
is immaterial. Now it is stated in the report that 4,477,412, veterans
are entitled to the adjusted compensation.,. Of course I can not
pick out any figure to suit myself as to their actual service. I have
got to take the information given me. If it is too great, I pan not
reduce it because it does not suit my purpose. The War Department
in 1922 gave as the average service of 3,933,000 men" 389 days; and
the Navy Department gave as their---

The IRMAN. Do you mean 389 or 398?
Mr. McCoy. Three hundred ninety-eight. The Navy Depart-

ment gave as the average, service of 444,508 people entitledto bonus,
570 days: also 80,691 in the Marines, an average service of 440 days;
finding. the average service of those 4,458,199 men was 398 days.
Now, I have no choice; I must include that, and take that.



Senator WALSH of Massachsetts. Do*you include -the total nufinber
of officers? I .. . , ., :1;I' .

Mr. McCoy. All who are entitled to the bonus under the provisions
of the bill.,

Senator KING. Does that take into consideration those serving
more than 110 days and those serving less than 110 days?. Mr. McCoy. No, sir; this is the average service. For all entitled
to the bonus, there must be a starting point. Now, I take 4,477,412
and multiply that by 398, the average service days, and that gives me
1,782,009,976 man-days. Now, I take the figures given in Mr.
dreen's report and deduct the number of days of those who served
60 days or less than 60 days, 865,741. That is the number given as
living January 1, 1924, who served 60 days or less. I must deduct
that number of man-days, an average of 60 days, and taking 865,741
veterans who served 30 days on an average gives 25,972,230 man-
days. Deducting that from the total leaves 1,756,037,746. Then
there is another deduction, number 5, in the report, the estimated
number living January 1 1924, who served from 61 days to 110 days,
381,583, and assume that average will be 85 days out of the 110.
That gives me a further reduction of 33,114,555 man-days.

The CHAMRMAN. Leaving what?
Mr. McCoy. Leaving 1,722,923,191. Now, the bill provides that

for those who have only hEme service, it shall not exceed 500; for
those that have any foreign service, 624. That means that a man
with all home service can have 500 days, or a man who has any for-
eign service in it can have 624 days-that is, he might have had 620
days of home service and 4 days of foreign service, which is $5 for
foreign service and $620 for home service, a total of $625. That is
something that has not had any attention paid to it, but it is a
provision of the bill.

Now, I deduct the man-days in excess of that limit: Home service
only 500 days- and other service, mixed service, 624 days. Now, I
make a fairly liberal estimate there of 150,000 veterans With an aver-
age service of 100 days, and, that amounts to 15,000,000, Now, I
deduct that. Now, one reason why this* is very liberal is that the
armistice was on November 11 1918, and that leaves a period from
the ending of the war until July 1, or June 30, whichever you say;
including June 30, 1919-that is, 242 days betweeif those periods.
The people in between there did ndt get out very fast; a lot of them.
did not get out until after July 1 and so these 242 days those people
could have served, and that would bring the average up, and think
it is liberal for me to allow 150,000 at 100 days overtime. That
es the total man-days for which the bonus is to be paid

1,707,923,191. Now, reduce that to a cash basis. The total cash
basis, on the assumption that the service of those who served over
110 days was 50 per cent home service-and that is very liberal,
because all of the 60-day men are out,, and all the 110-day men are
out, and there are left very few of those who did not have some for-
eign service. That gives me $1,707,923,191, at $1 a day; and for
half that number, 853,961;595, an additional 25 cents a day, $213,490,-
399; and that makes a total of $1,921,413,590.

Senator WALSH of Massachusetts. How many soldiers went to
FraWiie, Senator Reed ? :

Senator Rr.tD of Pennsylvania. Two million eighty thousand.
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Senator WALss of Massachusetts.,.Wht.,,coustitutes,, f0re g

Mr. MeCdr.. If they etonthe ship. and.go out of port, that.is
foreign orvice. From.tis .1,921,413590,I deduct: the first.09 days'
service of 3,222,068 veterans, or $193 325,280, leaving $1,728,088,310
as thexcash base or service credat. .ro. mtiw 4educt the grmsspay-
ments to the dependents of those dyingamoun ting to O8 80,10P,
This leaves $1,629,508 174, and to-thati add 25 per cent, or$407,377,044;
and that gives a total for all service certificates of. $2,036,885,218,. or
an average service certificate of $670 1. Now, the cost of a $1100
endowment policy at the age of 32 figures at $490,62, sothat $670.41
will buy _an average endowment. policy of, $1,349.95,,. The tota
payments by the Government Uow, that is,, the total payments by
the Government in actual money, the actual wntney thit the GoverA-
ment must pay out, the total oost, to. th .Government on account
of insurance is 52,036,885,218; and that is the totalof all of the series
certificates; dividing that by 496.62 thousandths-- that is, ,the co t
per. thousand of an endowment policy-i ttat -would. give .you the
total of all the endowment policies to be issued,,$4,101,530,130,
Now, as to the total for.the-first.year. To the de6endents:of those
dying between July 1, -919, and January 1, 1924, -I used the same
percentage as used here, Iind instead of. aU those dying receiving their
full cash-base, some of them are getting pensions from the Veterans'
Bureau, so instead' of 898 580,13 being paid by the 0overnmeit
it will be $35;802,542. This will be, paid during the.first two and
one-half years. The payments to those whose service credit is
not in excessof $50, taking their figures, is $14,799,470, Now,
the administration cost of the:war-risk insuranc--,takxng that whenv
it was handling this number-is $20 000,000 for the first year,, r ,
. The War Department testified that we would need 2 000 clerkO

in The Adjutant General's Department the first year; and, as this
divided into so'many departments, and independent absolutely
there is a great duplication of work before. these certificates! are
finally- sent., So, for the first year th..ad~niniatration will be fully
$20 000,00. Those dying the first yor, thast is,. estimate At 2',051,
multiplied by the face o the endowment poLicy, $1,500.96, gives
$39,251,805. Those items make a total coat the first year of $152-
601,708." Now, during the next 19 years, the balance of the certii-
cates will mature, ana the cost of administration for the, 19 yeara
would be about $152,000,000 and the, total, cost .to the Government
would be $4,358,329,606. .That. is the actual .amount that the\.
Government must pay out.

The proposal in the House bill is for the' Qovernment. to pay at
the begining of each year for 20 years $37,94 for each. $.1000 of
insurance issued. This $37.94 per aniumi by judicious, investment
upon the part of the Government,.imuqt amount to $1.,000 upon
maturity of each certificate because of deAth or. time .-That is,
although the Government: must pay * to 61 per cent.for the money
so invested, the investment.,upon the part of the Goyernment muot
be made at such 9. rate. as to yeld, in addition.to, the $2'036,884,218
borrowed or diverted from the retirement of the.debt,.,which wil
make the cost of this money the same to, the Government, .an addi-
tional amount of. about $2,300,000,000. :IThat. is, ;thp .Governament
investment must be turned over at -n impossible rotw of, teest s,
rate from 12 to 15 per cent, the average period of investment being.
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les than 10 yeirs -the preheums being p id yearly,: and'it will figure
between 8 and 9 per cent in addition to the interest paid by the
Government on that. same moey, This estimate' :as before stated,
is upon the'basis used, in the report, except as, to tle average service

-. Senator REEl)'of Pennaylvania. What is the total cost the first
yearincludm'ng administration?,- - .

iMr. MoCofr. It is about $100,000 000
Senator JoNs: of New Mexico. You do not anticipate that the

rate on Government money shall be as great always as it is now I
Mr. McCoy. It will continue at* that rate until the twenty billions

of bonds now outstanding are very materially reduced.
Senator JONES of New Mexico. We issued some certificates a fe,

days ago at 4 per cent.
Mr. MoCoy. That was a short-time certificate. The last bonds

that were issued, for only four years, were at 41. There have been
some of these short-term certificates on which we are now paying 51.

Senator Jos~s of New Mexico. Were all of them at a premium in
the general market?

Mr. McCoy. Yes; according to the morning paper, every one of
those certificates is selling at a premium. These ihort-time certifi-
cates are a very fine investment for banks, but not bonds. You see
the base with which. I started in was to take the actual number of
man-days, and then to deduct all the short-time periods.

Senator WALSH of .Massachusetts. Why is tle rence in the
estimates?

Mr. McCoy. Why, you take an insurance company and insure
3,000,000 men and not charge them a penny for itr--but you have
got to go out and borrow the money at 4 per cent to pay those men
upon maturity of their policies--how can you increase it, when you
invest at 4 per cent, enough to more than make Up the cost of the
premium?

The CHiumMAN. In other words, if the Government of the United
States has money in the Treasury, it could not loan it at all, and the
Government has no debts at all..

Mr. McCoy. The estimate of Mr. Brown is based on the assump-
tion that the money is worth nothing to the Government.

Senator -McdLAN. But we are going to get this money from the
taxes each year.

The Cn&aMAN. In other words, if the government had this same
money, it would stop that amount of future interest?

Senator WATSON. May this gentleman ask a question ?
Mr. McCoy. Certainly.
Mr. Liwis (of the American Legion). On these insurance premiums

when you invest them, and these bonds, you say that the Govern-
ment is out 41 per cent. If this fund earned 41 per cent, wouldn't
there be a surplus of that much, by that method?

Mr. McCoy. If you take 41 per cent out of one pocket and put it
in another, you haven't anything, in 'the first pocket. It is costing
just the same as if they were getting no interest, so at the end of the
year the fund in both pockets will Ie the same.
. ,Mr. Lawr s.The Government appropriates a certain amount for
premiums, and: it invest Iit in 4* per ceat Liberty: bonds. Isn't it
enig that, and wouldn't the interest, earn that, 'and wouldn't thefund be more than sufficient*to mature those certificates?



Mr., McCoy. Not if you pay 4J &er -nt ald ,y u'st 'the, ne
money at that same ate, y do not gaizi'ny .i-,
M . bwr"S. That is a separate pr0psition. c ' no. ".gi ha'Mr.McCok. No; the insurance comoiani&s 646 nd iAre -ta

Mr. Ll'ws. If the- Government appropriated that money ai4
gave it to the insurance companies for thatmuch insurance, they woult.
do it that way.

Mr. McCoy. It would cost the Government the premiums'and'the
interest on the borrowed money also. " 'th..

Mr. L wiis. What is the difference between appropriating 'th
money and putting it out at interest and giving it to the isurihcecompanies? ,"Mr. McCoy. They simply put the money paid them into a fund

which earns a rate of interest; whereas the Government would
have to borrow the money and pay interest for it. t. Mr. TAYLOR. There is no interest charged on our appropriation
each year.

Mr. McCoy. If we could finance our Government that' way, we
could retire our debt in a very little while by putting it into a retire-
ment fund.

Mr. HEss. They do not charge interest on the money -that* is
appropriated ever year, and you say the $380,000,000 that was
appropriated for the Navy Department would in 10 years be $600,-
000,000 if you charged interest on it. .. . . .

Senator WALSH of Massachusetts. That is just the difference..
These young men are assuming that money will be appropriated out
of the Treastry for this purpose the same as for any other depirt-
ment. We have not any more right to charge interest on that than
on the money appropriated for the Army and the Navy, and whezi-
we say that the Army is costing so much, should we add interest
to that"

Mr. McCoy. You can not, for you have not any money to invest..
Senator WALsH of Massachusetts. When we appropriate money out

of the tax levy, the money for these certificates should be appropriated
the same as any other expense.

Mr. McCoy. But youborrow money from a 5 per cent fund and
you invest it at 4.

Senator WALSH of Massachusetts. They deny that you are borrow-

_N. MoCoy. Where are you going to get it?
Senator WALSH of Massachusetts. Out of the tax levy. If you

borrow this money, every dollar that is appropriated you borrw.
Some of it comes out of the tax levy each year, and if you are putting
interest on this appropriation, you have a right td put it on every
single dollar that i taken out of the Treasu

Mr. McCoy. Do they take money out ofte Treasury to acoumu-
late a fund to meet something 20 years from now? I It would be very
nice if we could meet all our obligations 20 years from now without
any cost to do that, and would not need to pay any interest. - The
Government borrows money and places it into a fund. This fund
must more than double in 20 years. How can it unless the Gov-
ernment pays additional amounts into this fund? No one else will..
That is, the Government must pay interest on the funds deposited
and in addition more interest into the fund.
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Mr. TAyLon (general counsel 9 f American Legion). You have got
-the administration expense for the first year at $20,000,000 and there-
-after at $8,000,000. Where do you get the figures of $20 000,000?

Mr. McCoy. You take thq departments and go on te basis of
what it costs the Veterans' Bureau and what it is costing them now,
.and multiply that by three or four. The Veterans' Bureau will have
to do all the work that they can, and they will have to handle all of
these, and the Treasury Department will have to handle all of these
loans, and it will be a savings bank business with 3,000,000 depositors.

Mr. TAYLOR. The $20,000,000 is between six and seven dollars
per certificate, isn't it?

Mr. McCoy. Something like that. You will have to go all through
the record.

Mr. TAYLOR. Do you know how much the War Department esti-
nated? '

Mr. McCoy. No.
Mr. TAYLOR. Can we have a representative of the War Depart-

inent up here who will state exactly how much it is costing them?
The CHAIaMAN. We will take your word for it.
Mr. TAYLOR. They say that it will cos them less than $1 per man.
Mr. McCoY. you will not get it done in two or three years.
Mr. TAYLOR. And that they will get it done in nine months.
Senator WALSH of Massachusetts. When we appropriate money

for. building hospitals and for building battleships and the money
is not spent for two or three years afterwards, do you figure as an
expense to the Government any interest on that money?

Mr. McCoy. That money is not paid out of the Treasury until it
as actually spent.

Senator WALSH Of Massachusetts. It is appropriated and set asideasla fund?
Mr.,McCoy. No; it is not set aside.
Senator WALSH Of Massachusetts. It is there waiting for the obli-

gations of tho contractor to be fulfilled and until the building of the
battleship is completed.',,

Mr. MCoy.r't will be paid out of current revenues of the Gov-
ernment.

Senator WALSH of Massachusetts. That is the way this is to be
done.. Senator SmMoNs. Your proposition is, at the end of this insurance
perlod,"that the Government will have spent how much

Mr. McCoy. That they will have paid out $2,300,000,000.
* Senator Joix~s of New Me ico. In other words, it would have cost,

tousidbriup the fact that we are borrowing money all the time, and
the condition of the Treasury, and by reason of our failure to reduce
the 'public elt, it will have cost that much money?

Mr. lcCoy. The Treasury must spend that much money. I do
not know how they will get it, but they must spend that much money.

.$eiator Jowuis of Now Mexico. That is the cause of the difference
between you and Mr. Brown.

Mr. McCoy. Yes; and the premiums.
The CHmaRm&N. The committee will now stand adjourned until

to-morrow morning.. (Thereupon the committee adjourned to meet Wednesday, March
26, 1924, at 10 o'clock a. m.)



WBDNNSDAY, MARO "26, 1924

U1n1ThiD &TATU SENATE,
CoMMMrru. ON FiNANCOZ

-Was?ingtoho D. (7.
The committee met, at 10 o'clock a. in., pursuant to adjournment

on yesterday, Hon. Reed Smoot chairmanh) presiding.
Present: Senators Smoot McLean, Curtis, Reedof PennSylvania,

Ernst, Simmons, Jones f ew Mexico, and Harrison. ,

The CjaumAN. The committee will come to order. I understand
that Mr. Herbert Hess is to be heard.

STATEMENT OF MR. AERBERT HESS, NEW YORK CITY, N. Y.

The (AMnIIm. Now, Mr. Hess, will you make your statements
Mr. HEss. I haven't had very much time. Before I proceed

I think I had better qualify myself. I' am a member of the Amnerican
Institute of Accountants and a fellow of the Casualty Actuiary
Society. I- have examined the ethnateis made by Mr. McCoy and
I hav made a comparison With the estimates rendered by the Treas-
ury Department'to VoJngressman Piatt Andrew on December 18; 1923.

Mr. McCoy's estimate, the, Treasury Department's estimate; 's to
the total "cost of 'insuraiice certificates is $4,560,343,10; Mr.
*Mellon's esthnate.to Mr. 'Piatt Andrew sets Wffi00per cent--charges
the certificate column With the totaI op, ating-cost, including aen
estimateof $23,000,000 a year for the fist20 years for administra-
tion, and' that wOduld be 65,400,526,446. He has, included in; that
figure $23,000,000 a year for 20 years, or $460,000,000 for .period
of 20 years for administration 'costs.

That would bring the cost of. the certificates to 64,940,926,044.
'That is based" on t'-factor of 3.015. That is how the insurance fea-
ture was' reached. The 'adjuSted service" credit was multiplied 'by
3.015. ' Under the present bill which you folks are looking at now the
adjusted service redit is multiplied by 2.517.' Therefore, if we
would take Mr. McCoy's estimate of $4,532,842,566 as a base and
'bring that up to the 3.015 we would have to multiply Mr. McCoy's
eOtimate of $4,522,842,566 by 1.198.

-What does that bring us to? That.brings us to an estimate of
$5,463,288,934, according to the 3.015.

Therefore, according to these estimates that were submitted to
you yesterday they are $522,762,490 greater than was quoted in this
Mellon letter to Mr. Piatt Andrew. In other words, since December
18, in figuring out the certificate plan it has been increased over
aha biion dollars.

I bring that to your attention to show that not very much reliance
can be. placed upon these figures, because from Mr. McCoy's own
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statement, with which he ends' up, he said this estimate has been
stated as upon the basis used in the report, and which is-somewhat
questionable.

Now, I picked out my costs under the old bill and I have reduced
my costs into this bill. The adjusted service credit remains the
same in both bills. The method of applying a certain factor is the
onlyoone that changes. In other words, you had the 3.015 in the
Cutis bill. In the present bill it is 2.517.

Now, there is an additional factor besides the Curtis. You will
pay in 10 quarterly installments the adjusted service credit to the
soldiers who have died since discharge up to the time of application.

The CHAIRMAN. Why not confil yourself now to the estimates
made by Mr. McCoy on the House bill and your estimates on the
House billI

Mr. HEss. I am giving my estimates on the House bill.
Senator CURTIS. That is what he is coming to.
The CHAMAN. I thought yoti said the Curtis bill.
Mr. HEss. I made my estimates on the Curtis bill, which is shown

in the proceedings of the House. Now, I have reduced m, own
estimate to the present bill, and I find that during the year 1025 you
will pay to those who have served less than 110 days $14,799,000.

The "CHAMAN. That is the same as they all give:
Mr. HEss. I have taken that same figure as the Treasury Depart-ment and as the Veterans' Bureau. I find that those who have died

since its passage, you will pay the first year in 1925, $24,620,000.
Annual.pay for those who have certificates, for death $28,265,000.
That brings the total cost during the year 1925, the maximum outlay,
to $67,684,000.

Iii 1926, the deaths, those who died before this bill becomes op-
erative, you will pay $24,624 000. You will pay by death under the
certificates, $28,383,000, making a total of $53,003,000 total cost
during 1926. a

During 1927 you will pay, in deaths $12,311,000 for those who
died previous to the enactment of this legislation; you will pay. by
deaths under the certificate plan, $28,050,000, or a total cost during
1927 of $40,812,000.

From this period on the cost is materially reduced because you
will liquidate all the indebtedness to those who died before the eunct-
ment of this act, so that in 1928 we find we have just the pure mor-
tality experience deaths, $28,617,000, and for the years 1929-1944the folloing:'

12 ---------------- t-------------------------------- $28,814.000
1930 -------.-----------------------.--- ..-------------- 2 9008,000
1931 ------------------------------ --- ---------------- 29,282,000
1932 ------ ------------------------------------ ---------- 29 555, 000
1933 --------------------------------------------- 29, 907, 000
1934 ----------- .------------- ------------------------ 30,21, 000
1985 --------------------------.------------------------ 30,688, 000
1930 --------------------------------------------- 31, 159, 000
1937 ----------------------------------------------------. 31 746,000
1938 .... 32,371, 000
1939 ----------------------------------------------------- 33, 153, 000
1940 ------------------------------------------------------ 34,011,000
1941 ------------------------------------------------- 35,029,000
1942--------------------------------------------- 36,241,000
1943 ...--------- - - -------------- ------------ 37,608,000
1944 ----------------------------------------------------- 39, 136, 000



.J~i194,th ificater *atw , 5w,$~O2 05, do
a total cost over the penod of 20 years o $3,.*,0 , ,.

~Thet O~ ~he~~hi~,thet eeybiody, nftle'ap~~~s~f

Senator WATSON. his calculation, do y u¢.utitrst....:'t
apropriatioeay .0 , , " " i. - . -

iur. HEss. I have gyvouyouust the bare ne here..
The tAR N. No, adwinir .a.tioncost or 4 -7 ere.t ,.

SSenator SMMoNS.. ,Let me ask you, Senator,.in estimating .or'a .y
kind of n appropriation do you always take o coonider.ati o, e t

bdministration eost? ,
SThe, CIKAA. We! have no such thing as "admiitrat~on, ' '"" ,cost

witha payment 20 years hepce.
Senator SatiONs. I think those figtlres we, are gettege now ad

got yesterday neatly clarify the situation, that h s enre ,e.
We have ha w.estiietep forqthe lst two or three yeIra -jt eferene
to th r oat of this adjusted cop.tyo from the ,tra, ury,, .
hn always been about $5,O0,000,o0.0: Now, it i very eihten
to me to know the process by which thy ar ac t rahathg
McCoy's estimate yesterday, Mr. Hess estate now,, dar. t.

It shows :that .11 .the. tim hey ve been ehargiu ,, ,aai,.t adjusted
compensation the interest on the money from the tteitn i made out
Wtyetheraxpyratinuof te W ile'sc heme. Ian'ti that .o. been,., ?.

Mr. HEss. I am not familiar with the exact detl which' the
Treesy e artms used in mai on their estimate.. ...

a alay been . ... .. $,0, . No. , :.y ,, h~

The Cxi. . McCoy's estimate did, but Mr. Hs.' s did

not. AII' . : t . b . • " ' & .,, •
Senator SIMONS. NO; he has not come to thatbut that is the

basis ot this $5,000,Qw,l estimate made by the Tre6ury Depart-
ment some time ago and the 9$5,00,000,000 estimate imadle by the
Treasury, Department _ow. They not onlyhinrcude te' aatuq.
amount of money that will have toh e pai ou by te Treasury, but
they consider also the interest that would have to be paid upon. that

money if it is borrowed., We don't do that as to other things.. :
Senator WATSoN. Or the interest that we pay on the debt that we

would off with this money. , .
Mr. smeJCoY.. No, sir; not a dollar of it. , , ,
Senator WATSON. You made a statement yesterday, Mr. McCoy ,

that we would pay so much and retire bonds and save • that much
interest iwe did not inVest it in the bonus. ..
,, MrifMitiy. There wasn't a't llar's cost on account of interest
in any estimate made by the Treasury Department. ...

i Senator WATSON. I understand; but you yesterday said M
• Mr. MwCo y (interposing).. No, sir;I was not charging a dollar for

any interest paid by the Government, but I said that if the Govern-
met borrowed the money they would get a rate of interest higher
than that at Which the b borrowed it.Dptn

Senator WATSON. You ,made the further statement that if we
derived this mqney by taxation and did not pay off the Government
indebtedness outstanding we ought to pay off the interest.
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Mr. McCor., We would :havb6to pay 6ff the interest on the fund
so that it would revolve.

Senatqr SmMmoNs. Didn't you es8timate'yi6terda, that the actual
money that'will be Vid 'out by the" Goteiimient in the liquidation
of this ingurimc buld b6'a little Ovet $2,000,0,000' .

Mr. MaCor.' Not including one dollar of interet paid by theGovernment.' .. "' ' " ' " .. : . . ,
Senator SIMMONS. There is the money that the Government

will actually pay out. Of ctrse; it will- .: . : i.
Mr. MeCoy (inter posing). The Government, will pay out over

$4,000,000,000, not ifilludifig this' ether itep. ' ',  1;
The CHAIRMA?. And your grqs§ amount is what? ' - , * "
Mr. HEss. $3,760,000,000. In arriving at the increase betgen

December" 8, 123, of a half billion dolls, that inCrease:does not
include' adininistration costs at: all. ThiS' differ efitirely. That
increase it; on the pure cost basis. I want t_ make that clear.

"The CEAiii NA., Senator Simmons asked if '(_ongress 'made any
appropriation for the administration of any -of the activities of 'theGovernment Yes; 'they make appropriatios for every activity
of the Gover'nmenit.

Senator S~~ioNs. Of course I 'didn't mean that. What- I mean
i this ' if you are' estimating the cost of a war vessel,! you don't in.
clde inlth4t the administration cost in, connection' with that; war
ves el. I "- . ' I "' - . , i".

The'OAMA&AN. Certainl.
Senator Simoifs. And &0 'war .vessel is' constructed -under the

War Detpartm'ient.', ' -
.The CuAI*.MA. If'yod have to have mo employ0ei, We ap o,

priate for them.; ... y .. we
Senator Smols. In the particular ' propriation -for that war'.

ship, do you always include in the esti ate the pro tata part of the
'xpense that will be incurred bv the War Department in that?

Senator W.'aTS0N.' Oh,: ni,;' ofcorse we don't.
T he -MCiA N. But if it tookb '2,000 more 'men or employees- t

look after tie'building of the' battleship and' keep 'the accounts and
41 that; we .Wfuld have to inhke an approprivtioh for'it. '
. senator WATSON. 'But the.-'MiDepartifient'io'A continuing thingWe a propri'ate for that 'constantly but; *hen you'bUild an 'addi-

tional'vepM , all you'apprlpriaio islthe' ionaaifdunt to admin-
ister'that par ofthe' law. '''''" . ''

Senator SImMONS. I recognize, Senator Watson," that' if yotu are
going to set up an independent bueau to adpinisteithis, that is
p 'operly chargeable, but I'think the only: thing that is properly
chiargeable is the actual money the Goveriifient will have tO payout
for this insurance, plus the actual administration cost,' if w nave'to
administer it, ahd 1 don't think anything el§e ought to be 'charged
against that estimate, and my understanding is that' something else-
I can't exactly put my finger on what it is-1i4 included iii t iee osti-
mates.

Senator WATSON. As I understand it, 'the total cqst of this was
$2,000,000,000 and something. You make your totai cost
$3,500,000,000 about?

Mr. HEss. One is using the interest tax, or--4aking those payments
and bringing them as of the present value as of January 1, 1925.



Pen~tor, CwpTht ,beli th!Mtg a ~ud 'n it.
Vou said the7 ir' tyear the cost would b- I - . .. .. .,, ,I

"Seiator CURTIS.' THat would leave thirty-od n o6n1 o4rst,
iid ho be pd.y alo 1he, inter t qnj 60e v; isthat night . ... . . ... i . . .. .. .
Mr. HEss. My figures are a trifle hlgbler That is the piia|

you, wnt to cretOe!a si1, g1,fun ..
Senator 'Cuy&TI.' ThP bilf rovids that y.ou put $10,06,000 a

year into-a sinking' fund, and the part of that $1o,000,000 that is
not used can l to ipyested in the ,retirement of Government bonds,
and it wu ae ~itt n ch interest.

Mr. IE. Of, course, I don't know whether 'the.'100,000,0O00 is
sufficient or not.

The CHAIRMAN. "Yoi didn't figure interest in this?
Mr. HEss, ;No; it is the pure outlay.
The CHAIRMAN. Nowy, in addition to the 63,300,000,000, the admin-

istration cost has to be, added to that?
Mr. Hiss. Yes, sir; I will come to that in just a moment.
Senator SimmONS. That-is all I have been driving at. I want this

estimate made based on the actual amount the Government will pay
out, just 'as it it had it all in the Treasury and would not have to
borrow it, and then add your administration cost to that.

Mr. HEss. In the first place, we are much higher thai $700,000,OQ0
between the Treasury Department's estimate and mine, because .the
Treasury Department had $4,856,000,000. From that has to be
deducted administration cost of $187,500,000, which brings the cbqto
down to possibly $4,600,000,000 and some odd, as the pure outl".y,
and mine is $3,364,000,000 or over $1,300,000,000 difference.

Now, the Treasury Department estimated December 18, 1923
in a letter to Mr. Andrew that the cost to administer this bill would
be $460,000,000, but Mr. McCoy in his estimate for the department
states the entire cost would be $172,000,000, instead of $460,000,000"-
less than 40 per cent of the original amount estimated,

The CHAIRMAN. That is for the 19 years?
Mr. HEss. Yes; plus the $20,000,000 for the first year, which makes

$172,0001000. . Now, Mr. McCoy has taken estimates from very old
information. In company with Mr. Hollis, of the American Legion,
I saw Mr. McCoy.- We tried to get his method and basis of ngurin
before I started on my work but we were unsuccessful, because
there were other matters the Treasury Department had up at that
time. and Mr. McCoy would not give it to us unless Mr. Winstoli
agreed to it. But I mentioned to Mr. McCoy while I was there
certain inaccuracies in the statement published in the, MeCumber
report. I Called attention to the fact that the man-days stated n
the McCumber report were as of Jul 31, 1919. I then obtained
results from the Aim which showed the amount of 'men who served
in the Army and, existed was at entire variance with the number,
shown in the MeCumber rsport.

I have gotten the actual results based on the actual enitmon ,
papers, which show that there were 3,892,448 men'who enlisted 1P t tk
service, and this figure includes:'60OQ0 officers, who were commissioned'
from the ranks, and this estimate is dated December 25, 1923. .

Senator WATSON. Where did you get it?



~f.Hs.The 'Wai'- De0 ioexit. -AThis' wa furnished;P the it
ferent States for bonus purpose. .

The C .mAN. What number of enlisted d claimare
entitled to thd bonus? nie" do you c ra,"

Mr., ass. I haven't figured out the nuimber of men entitled. to thebon~us. •"[ '''

The' CHAIRMAN. You arrived at this-
Mr.HEss. From the man-day proposition.'. That is the basis.
The NARMAN. Well, you would -have to have the number to

arrive even at that, as to the actual cost.
Mr. HEss., To a limited degree, but my basis was the man4ays,.
The CHARMAN. I think your basis is different from the oth6rs.
Mr. HESS. My figure as to the number entitledto it, June 30,

1919-that would include everyone who served 60 days or more-
is 4,114,978.

The CHAIRMAN. Now, there is a' difference there of 362,000.
'Mr. HEss. Yes.
Senator JoNEs of New Mexico. Does that include the Navy?
Mr. HEss" Yes, sir.'
The CHAIRMAN. There is that difference between your figures and

Mr. McCoy's. This includes the Aimy, the Navy, and the Marine
Corps.

Senator WATsON. I don't see how you can get the figure as to the
man-days until you know the number of men.

"Mr.'Hss. The first thing you must find' out is the number ot
mlan-days service.'. Finding out that,we have to determine their nun-
her. of men Who contributed to those man-days, m.nd after making
certain' eliminations for 'those who served less than 6Q days, we arrive
at, the total number ,of man-days which is aplicable to this law; andthen we divide that total number of man- ays by the number who
contributed t the man- days and tha would give us an average of

Senator WATs0'.-You have to know the number after'all'?
Mr. HEss. Yes; but I can not tell you how mpiny meA -were going

to get ,$ or $50.
C.hA I RMAN. Mr. McCoy takes his figuRe as the total number

entitled to the bonus as 4,477, 412,. and he takes that from' the
Navy and war records. Mr. McCoy advises pie now that h takes
ithe number of men entitled to the bonus from' Mr. Brown's statement:

Mr. HEsS. In the MeCumber report they state the number entitled
da 4,458,199 , and Mr. McCoy's estimate is 4,477,412; -but if you will
dunlyze the number of men who have enlisted fih the service you will
notice that 'it.was 4,460,000, plus about 150,000 for officers, which
would' bring -the total to 4 000,000 and somie odd thousand men,
Whih is a difference there ol something like 500,000 men.

TheCHAIMAN. Will yoi tell the committee at this time, now,
what your estimate is, what your actual cost to the Governmeht is,
inclUdbig the administrative features? Now, You have given the
ctua! cost at $3,300,000,000 and some odd. Whdt in your opinion,

*o' d be the administrative features? I wtnt to get at that amount,
Oid thii we can discuss the question as to how you arrived at it.

'Sfnatt k"Mos, The money the Government is to pay out?
Mr. Hibs. Yes.. .



Senator JoNEa 9f (Tiw 1'Qxi9. Tt saims 1p.su .t, -tiese es~im.t.5
could bq Tearatod 4#~ we;coi4 6A.ve tecuacs itoitte

Thedmita . We have that. Wlawsthe amount ,
The CHAiRMANk. Wh C at was
Mr. HEss. $3,360,350,Q00. • , : ; _
Senate or JONES of New Mexico. Now, if you were to diVide tha_

into an annual payment through the ,creation of a sinking fund-and
invest that sinking fund how much aetUw outlay would it be 4 year?

The CHA'MMAN. You have ven the payments.. . ,
Mr. HEss. $120,602,000. That is 4 per cent.
The CEARMAN. That would amount to-
Mr. HEss. Annual contributions by the Government.
Senator SIMMONS. For 20'years?
Mr. HEss. Twenty years.
Senator SiMMONS. $160,000,000?.
Mr. HEss. $120,602,000.
Sonator JONES of New Mexico. That Would make a total for 20

years of how much?,,_
Mr. HEss $2,4i2 040,000.
Senator JONES of New Mexico. What is the cause of the difference

between your figures and Mr. Brown's? He said that $102,000,000
annually would cover it. ; '.

Mr, HEss. Of course, I can't tell you the reason for the difference.
Senator JONES of New Mexico. Have you examined Mr. Brown's

estimates?
'. HESs. I have examined his estimate, but I haven't gone under

the surface of that estimate.
Senator JONE4 of New -Mexico. Then,'really, you have not made

a thorough analysis of it?* i
Mr. HEss. I made a thorough analysis of what the cost of the bill

would be.
Senator JoNEs of New Mexico. I mean did you make a thorough

analysis of Mr. Brown's estimate so as to ascertain the cause of the
difference? the • ' b n . 'f d
. Mr. HESS. Well,;the difference between Mr. Brown's figure and

mine is not of such wide divergence..
Senator JoN-Es of New Mexico, It amounts to about $18,000,000

a year for 20 years. ' :
Mr. HEss. That would represent 15 per cent of my figure.
Senator JONES of New. Mexico. The difference must come here

either in the estimate of the number of man-days or something of
that sort. - .. ..

Mr. HEss. I would rather not discuss that, because I can not state
offhand exactly how Mr. Brown arrived at it,_but I noticed Mr..
Brown's figures and it seemed reasonable. I think the fact is hie used
different data than'I did. I got later information thanMr. Brown.
I got information as of December 25 1923 from the War Department.

Senator JONES of New Mexico. A to the number of men?
Mr. Hss. Yes: and that, of course, has a tremendous bearing on

the situation. I
Senator JONimS of New Mexico. I can quite understand that.' That

is what I wanted to know. Does the difference arise between the
acceednn ber of m'n by you and a different number aCepted by
bfr."Brown in his calculation? I



,*A Hxss. J believe thdt, J one- of ths niaIn diferences: .. : .
Senator WATS6N. -Take; fb in~tahfe; "the ffift year.- In the first

year of the operation of this law you spend $120,000,00O do' youU
Mr. HESS! Xo. ' '
Senator WATSON. How much the flirt yer. is it necessary for

ColigrsA to appropriate?
Mr. HEss.i $14,799,000 for those serving onder 110' days.
Senator WATSOn. That covers the whole cost of the first year
Mr. HESS. For those serving under 110 days. Y

Senator WATSON. Then what does cover it?
Mr. HESS. $24,620,000 for those who died after the enactment of

this legislation after discharge; $28,265,000 for deaths under the cer-
tificate. The total outlay to veterans or their dependents will be
$67,684,000.

Senator WATSON. The first year?
Mr. HESS. The first year.
Senator WATSON. Plus how much for administration the first year?
Mr. HESS. That is a very difficult question to answer, because I

am not familiar with the plan of operation of the Veterans' Bureau
or the War Department, but I should judge from my experience that
the maximum cost to issue a certificate would be between $1 and
$1.50, so that $6,000,000 would be the outside.

Mr. BROWN. 'The Legion felt it would probably. be best to call the
department heads involved and let them tell.

The CHAIRMAN. So that your estimate there can go into the record
as compared with Mr. McCoy. Let me call the committee's atten-
tion to these various items now and the difference. For instance, in
Mr. McCoy's estimate, the first year, the dependents of those dying
July 1, 1919, to January 1, 1924, $78,550,633. What was yours, Mr.
Hess?

Mr. HESS. Mine was $24,620,000 the first year.
The CHAIRMAN. There is over $50,000,000 difference?
Mr. HEss. Yes, sir; may I interrupt there just a Imoment? Mr.

McCoy in his estimate shows $109,607,517 as the total to dependents
dying between July 1, 1919, and January 1, 1924, and:that on the
basis of 10 per cent, $4,000,000 during 1923 would be something like
forty-three million eight hundred thousand and some odd do ars.
How is the $78,000,000 arrived at when here are his own figures of
$43,000,000?1

Mr. McCoy. The $109,000,000 was not the amount the Govern-
ment would have to pay. It was the amount of cash, if all who died
were entitled to the payment, but they were not all entitled, so that
$109,000,000 was reduced to $70,000,000 and some, and that was the
payment on account of dependents. The bill says it shall be spread
over quarterly payments, and of course it would. not all be in the
first year.

Mr. HEss. You have got it all in the first year.
Mr. McCoy. Yes.
Mr. HESS. Then, we are not so far apart, because I have a total of

$61,000,000 and you, have $78,000,000.
The CHAUPMAN. Then, your payment for those Whose service

credit'i, aot in excess of $50 is exactly the same as Mt. McCoy'st'
Mr. HEss. Yes; I have acceptedd those figures.
The CHAIRMAN. Dying the first year, $39,251,000.



iMr. Hs . I have 2g,285,00:OO '  :: :  '.. :'
The CHAIRMAN. And he figures it at $1,500..
M HEz. $1,500,000 odd.
The CHARmAI'k. $,560 tob each nan. That is the crtifli te viue.
Mr. HEss. $1,000, how much!
The CIIAIRMAN. $1,500.

'Mr. HEss'.'$i,500?
The CHAIRMAR. Yes, and that makes $30,251,605.
Senator WATSON. Mr. Chairman, 0f'course, we can go on and

analyze here and dissect and put together and by a process of ' 'al yis
we might come to some sort of conclusion' but w*h can'tMcCoy
and Mss and our friend here just get together 'and go all oyer theso
figures and find 'out where they disagree afid where they differ, an-
see if they can not come to some common basis of conclusion, 1 We
re not experts, and when the ordinary fellow falls among exrrs

he is worse than the fellow that was on his way that we read atiou..
I don't know that we can arrive at any conclusion,here with this
great diversity of opinion about these expenses. .... ....

Senator Sn~moNs. Senator Watson; I don't dispute Mr. McCoy'a
estimates on the basis that he makes them. J believe they are
probably reasonably accurate.'

Senator WATsON. There is no doubt about that.
Senator SmmoNs. I would like to have Mr. Hess, if he can, to point

out his explanation as to what brings about this diversity, this arge
difference, between Mr. McCoy's estimates and his estimates.

Senator JONEs of New Mexico. 'And I would like Mr. Brown'ui
statement to be subject to the same examination. . -,i
. Senator StaMoNs. If he can tell us where the diversity begins and

what causes it.
hSenator WATSON. Mr. Lewis says if you let him make a statement

he thinks he can clarify the difference.
Senator SiM-o s. Then, it will be a question whether we shall take'

into consideration in making our estimate these different bases upon
which Mr. McCoy reaches the different results.

STATEMENT OF MR. EDWARD McE. LEWIS, OP THE NATIONAL
LEGISLATIVE COMMITTEE OF THE AMERICAN LEGION

Mr. LEwIs. Gentlemen, as you know, I am with the American
Legion, with their legislative committee, and I have had the privilege
of discussing this matter somewhat with Mr. McCoy in the past and
with Mr. Hess and with Mr. Brown also, and I think I understand"
perhaps what the fundamental difference is to cause this great-
divergence in the figures, and I think it is something like this': That
Mr. Brown made his estimates on the basis of a certain appropriation
each year which he understood would finally mature 0 of, these,
certificates at their maturity, and in the meantime carefor. the annual:
mortality that occurs among the men. Mr. McCoy, on the other
hand, assumed that the Government had no right to credit that annual
appropriation with interest and that interest amounted'approximate'ly
to the same sum that the total of the annual appropriations would,
so therefore Mr. McCoy gets a figure which is about'double the'
figure of Mr. Brown. ' , '' I !



The CHARMAN. So that I can xi4e rtand.it-that is a,very vital•-point -...

Senator SMMoNs. Yes; it is.
The Qu&uwAN. Do I understand you tQ say that Mr. McCoy took

the amount of the' appropriation foi deaths, the first year-
Mr. Lzwxs. Yes, sir. 

.

The CHAmPmAN. Amounting to between .$40,000,000 and
:450,000,000 and he allowed no interest on that amount of naoney?

Mr. j~wls. No, sir; that was not the point I wanted to make.'
The Cn im.&. Just explain it, because here is a vital point.
Mr. LzWw. I think all the actuaries are agreed approximately on:

-the annual mortality that will occur during the 20 years. Those are'
all fixed by definite mortality tables and. those will not vary greatly.
It was on the question as to the fund to be set aside to'mature these
certificates.' at the.'end of 20 years where the great divergence lies,
and the main point on that was whether that annual appropriation
to mature the certificates would be entitled to earn interest as is
ordinarily done by the insurance companies or whether it should not be
entitled to earn interest. Mr. McCoY claims it would not be allowed
to earn interest. -Mr. Brown for the Veterans' Bureau claims it
should be entitled to earn interest, and he has, I believe, to carry
out that theory the Government life insurance fund, which'is a:
converted insurance fund, converted from the war risk term policies.
Theynow have a fund of approximately $100 000,000 set aside, and
if I understand correctly they are in the care of the Treasury Depart-
ment, which is to mature those policies at the proper time, an- Mr.
Brown, as I understand it, contemplated that tiis adjusted com-
pensation bill would'create, a similar'fund to which appropriations
would be made each year, and that those appropriations would be
invested in interest-bearing securities and that the sum total of those
annual appropriations earning interest would, at the time of the
maturity of the certificates, mature the certificates according' to
-exipting life insurance principles.

'The CHA&iRAN. The Treasury of. the United States has not got
any $100,000,000 in it set aside and held there for that purpose.

Mr. Lwis. It has not U
he Tiie- MAN. Not for that purpose.,
Mr. Lwis. For the United States Government life insurance?'

* The CHMAMAN. They may have a credit there.
* Mr. Lzwxs. I saw a statement yesterday, and Mr. Brown could

give direcit testimony, showing, there was something in excess of
$100,000,000 iinvested. in Liberty bonds to the credit of the United
Sta es Government life insurance fund.

Mr. Baow. That is correct.
TQe 'uiA . There may be investments, but I thought you

saidIthe scaah. They have their own bonds. They have their own
16nds purchased and are holding them as security.

•ezia'or WATSON. For that purpose
Mr. Lowis. It is a fund set aside.
The CHi;WN, What I was getting at is this; whenever, a pay-

ment, is required, the Government of the United States has got to
rais the 14ny. 0..
S Mr. W -s. *What payment I

The Qtamw&. A payment in case of death.



-Mr. L wi. ,The mortality pmyi~nt :-.!- .,,, . /:i,,.

.The CQAMAN4 Yes,.
Mr. Lrows. I think the, areal agreed as to what, those wW,rbej

They will-run approximat y.$2500,OOO to $30,000,000 -year, That
is not abig thinig.r

,The. C"mmni. But if it ,is a 20.yer- endownuent policy,. a tktlie
end of 20 years they will have. paid it all.

Mr. Laws. You mean at the maturity?.
The.C AMMAN. Yes. .
-Mr. LUwis. That fund is to retire them. at maturity.,
The CHAMMAN. What I am getting at is this:. They. have their,

own securities. " They can not pay their own securities, so they will
have at that, time to raise money, from some other source. -In the:
meantime they are stopping the interest ,on their own securities, and
I said that they had no money in, the Treasury of ithe United States
for that purpose.

Mr. LEwis. You are dividing that sum into two parts. ,Onejs the
appropriation made to pay the mortality, the deaths occurnn# during

le year; the other is to purchase securities to stay in this funny.
Mr. Brown in his calculation of $102,000,000, if I understand it,
included both those sums-the mm, to pay tihe current mortality
for the year and the sum to purchase interest-bearing securities which
would be set aside and which would mature the policies, at, the ,end
of 20 years.

Senator JONES of New Mexico..We might .as well say that the
$400,000,000 a, year which we appropriate -or the War Department
is going to cost the Government something like twice that amount-
because it will be 20 years before we reduce the indebtedness of the:
Government to a point where we are; not- paying out any interest,
but it is a question-here with respect to this transaction just the same
as it is with the appropriation for the War Department; if we appro.-
priate $120,000,000 a year for 20 years, we wil pay this debt, if the
iund. is invested in Government bonds,- for instance. -

Mr. Lowis. Certainly. That.is an administrative matter., ,
Senator SIMmoNs. I saw a statement- here the other day about the

cash payment. i- ,
The CHAIRMAN. Mr. McCoy, you say you can -explain this :ini

a few minutes? - If you can, do it now..:
Senator WATSON. And explain also what is the difference between

them. Let us have it. -
Mr. McCoy. The figures that I presented yesterday were not my

estimates whatever. They were simply Mr. Brown's -estimates'
revised. Every assumption that was made by, Mr. Brown.1 adopted
with the exception of the man-days. The principal difference is .
was asked what would the Goverinnent have to pay. The Govern-
mont would have to pay. these annual appropriations into the sinking,
fund.. It would also have, to pay into the sinking fund itself the
interest and if it didn't pay the interest , the sinking fund would not.
grow, so that the Government itself would pay the principaland th6
interest. In an appropriation the Government does not need to pay,
any interest whatever, but it'must pay the interest on these annual
appropriations intb the' fund out of its own pocket, and if it don't
the fund will not grow. • : .• ' , ;



26. ADJ'UP' 0QONN WA1iH M

Mr. LEwis. If your sinking funvee, iivmeted iniinterestibeamug
securities, where would the Government have't6 pay the interet?"
Wouldn't some outsider, geheraly, have:top Vay it?' ; . ,! !,

'Mi. McCovy. 1; doubt .'hethdtit islegal, for the Government, to.
invest in anything except Government bonds.

., LEw Ii now; but this bill* has not become a law yet, so, that
securities in which they may invest have not been dbtermined yet. ,

Mr. McCoy. If the Goiernimdrnt; instead, of paying the interest
into the fund itself, gets outside securities, it will have to pay the
interest on the outside securities! indirectly. -It has to botrow knoney
to buy those securitieswith. . ... . ... '

'. The tAMMAX. If they don'tget that money by taxation and put
it into that fund, could they reduce the Government debt?

Senator WATsO. Certainly.
Mr. MC o . And there is your interest. You, can't get, .way

from paying the interest on that fund.
Senator WA'rsor. As long as, we are in debt.
Mr.- McCoy. And, we, will be in debt for 50 years.
Mr. BRowN. 'May I say a word' at this point ' You are interested;

in. knowing the differences between Mr. McCoy's estimate and the
estimate which, I prepared. He said he used my figures but. evised
them. He didn't use my figures, because he, takes 398. days as the
average-man-days. That was taken from. an old report, which, in
my remarks yesterday, the very first thing, I said that I had found
that floure and tried to verify it and, found. it was absolutely erroneous
and) rejected, it and would not use it. That can be proved by taking
the same report and taking the total number of man-days stated in.
that report and dividing it by the total-number of mon'who served
and it will not produce 398. It produces 328.18.

The CuAmwqeN, Can you tell the committee now how you found'
that figure erroneous?

Mr. Bnowr. I have just explained, by dividing the total number
of man-days in that same report by the total number of men entitled,
stated in. that same report. That operation. did not produce 39&. The CAIRMAN. I. would like to have the, committee understand
now which is right and which is wrong, and how jou arrived at the
right one, in your mind.

Mr. BROWN. I arrived at the right one by verifying with the War
~epartment the total number of man-days. "
The CHAIRMAN. Instead of the total number of men?
Mr. BROWN. Well, both, the total number of men and total num-

ber of man-davs.. - I. .
The CHAMIiAN. But your first report was one number and you say

you found it erroneous. ' How did you find it erroneous?
Mr. BROWN. When I tested it. I knew that it must produce the

result if I divided those two figures, and when it did not produce that
same result then I went to the War Department to verify the figures
and: found that the man-days were correct and the other -was not,
That is one-point. The other, point is that in making deductions, the
deductions are assumptions rather than based, on. correct figures and.
much: too small,, and- too much ini the addition..

The CHAIRMAN. You said you Went to the War Department?
Mr. BROWN. I did.
The CH ARMAN. Did you go to the Navy?
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The CIAIRMAN. Did-ly4u4gl0othe marineist.. i.. ..
Mr. .Bwiww. I did' not.'.'

-The CHAIMAN. ]hen. you -didnit make a very thorough exaxina-

Mr. BROwN. I have found the figures the marines furnished me
-re correct -and. Icanrely on, them.; .
- Senator MCiLEAN. [ wat~to,ask,,Ir, Mecoy questiono. .SuWop e
it takes, in round numbers, 540,000,000 a year ito pay.tbe ;ourreat
obhigations .arising,,Unde,.,this ibil,.-but the Congress Iappropriates
$100,000,000. - I , .:- .. . ... - -:I - - -, , .i .

.,The CH a w. $120,000,000i, -, , I - ... .,I :, I- I .I. .-
Senator MceJA. Wel,' we. will a 5100,000,000... It takesthe

:S60,OOOjOOO that is not appropriated and buys Government bonds.
: , Senator JONFA, of. New ,MeWko, j Or -buys bonds., of New .York

:State, for instance..... .. , . .
Senator McLEAN. No, no,;: assuming we. can pot!do rthut. • Supp~pe

it buys Government bonds, $60,000,000. No..ow, at, the end -orthe
20-year period; will you not havey:reduced- yqur total natioui debt

-to the amount ruired to meetthes maturing policies, *,

.Mr. MoCoDy,. .No;.you :will.,ouly xedue the pineipal. , Youw:will
reduce the figures, that I gave you;, aot, th6 interest 'on it.: YouVill
:reduce the national debt by,theprinoipolym_ pay;, but you have got
to takethe interest -and, accumulate it d roll, it around and reinvest
that., very! yea.

Senator McLE&AN6 ", tow, ibut. the ,Goverament ,do. not pay. the
interest: on .hese.,bonds that itb*ys ,. ,. I

Mrj ;MoCoT. The 43overment does :pay the iaterest.,on the bonds.
The Govstnmeiitpavs.itintho,fundt .. ,,..4* , .

The -OAamRAwNEsenator, this 'is .de question-wheAthe 20 years
c o m e s a r o u n d - .: t . .: . ' , . * " 4 : " !. ."

Senator MCLEAN (interposing)..' But jthe .Goverlmnent is saving
-every year tfbimamount of-interest ton, he bonds. -

T. VImMAN. ,For. istague;,let it: purchase, not -Government
'bonds,. -but other bonds.', Then iat their and 4, th t.time, the ,Gover-
,xents townw: bonds,-. It, a.'tgt.get , oney,.so it has. :got to
raise the moew at-theend. of.the time -to pay the principl,somowhere.'They will tabve toissueimore,bonda, oreither thovethe eash to~pay.it.

$nator MCLM 1AN, Thon). yoleave -the Govoramentta.l out of eon-
:sideration, iif ,you get ,oUtside bonds,. and. this is a separate, trasao-

The CHARMAN (interposing). ,Ik xww,'Senator,ibut so ,far .as the
end of :the. 20 yards , when the insurance policies fall, due, they: have
paid all the deaths up to that time and they have got their own funds
hereto pay the costof the suranae,4butlthyi1avent get the onaey,
so they., have to get the money somewhere.,.

Mr. HEss. They would have ito, seILtheir own. bonds as they; purt
,chased-each year from the. ppropriation.,
• The OuaumNc Certainly, they would'haveto do it. :There is no

way outof At., .
Mr. HEss. But they would have -those bonds. in the fund.,
The CHAmmAN. They vould have bonds that have been issued not

or .that purpose, of course, but when it came they wouldn't have the"
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money on hand to pay it and they would have to sell Governnent
bonds to pay it when'the 20-year period elapsed.

Mr. HEss. They will have to sell those bonds" in the fund, If
they are limited to investment in Government bonds, yes.' In' the
bill ou might allow them to invest in Philippine bonds or Cuba
Dons.

The CHAIMAN. But whatever bonds they do' purchase in the
meantime, they would have to sell on the market again in order to
'pay the insurance policies."

Senator WATSON. I come back to my original proposition, that you
get these fellows to try to reach some basis.

Senator SmONS. Iwas talking to Senator Copeland a few days
ago with reference to cash payments, and we had certain statements
there which showed the Government would have to pay out about
$1,500,000,000, but it was estimated that the Government -would
have to borrow that money and issue bonds for it, and that the ulti-
mate cost would be practically double that.

The CIAnmMAw. Before it was paid I
* Senator SiMMONas. Yes, yes; itw*ould be $3,000,000,000.

The CH&ANMN. There isn't any; doubt about that Senator.
Senator SnmoNs. The trouble here comes from tihe fact that the

Government hasn't got the money and has to' borrow it.
Senator WATSON. That is the trouble exactly. If we had a surplus

in the Treasury there would be a different proposition presented.
The CHAIRMAN. So they take this money appropriated by Congress,

$60,000,000 a year over and above paying the debt, and they buy their
own bonds. At the end of 20 years when the policy comes due they
haven't got any cash on hand to pay it. They have to sell those
bonds already purchased or else issue a new issue of bonds.

Senator SzmMONS. What I want to get at is what the Government
would actually have to pay.

Senator WATSON. How much will it cost?
Senator SIIMONS. What will the Government actually pay to the

soldiers? .That ,is, what is this thing going to cost us, .-nd because
we have to borrow the money it is going to cost usso much more.
, Senator WATSON. The question that concerns the committee is to
formulate a revenue bill to meet -that additional expenditure, and in
order to do that intelligently wehave to know-how much?

Senator SIMMONS. How much is the soldier going to get? How
much are we actually going, to Pay the soldiers? : r understand we
are going to actually pay tie soldiers something over $2,000,000,000.

Mr. HEss. $3,300,000,000 and some odd.
Senator SmmONS. That is what we are actually going to pay them?
Mr. Hnss: Yes. - - 1 •
Senator SmmoNs. And the balance of this cost grows out of the

fact that the Government hasn't the money to pay it and has to go
out in the open market and borrow it;

Mr. McCby. Plus the administrative feature.
Senator JONES of New Mexico. It seems to me that there are just

one or two things to consider; whether we will appropriate money
from year to year and, pay off these obligations as they accrue, or
whether we shall borrow money now or pay it out all at once to the
soldiers in cash.
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Mr. HEss. I figure out that the adjusted service credit would
be $1,319,519,000 cash.

Senator JONES of New Mexico. It is a question whether we borrow
the money and pay that off or pay the other bills as they accrue.

Senator SiMmoNS. We have the same thing now with reference
to the cost of the war. In the war we paid out, we will say, $20,-
000,000,000 for the war, but before we finish paying that $20,-
000,000,000 we borrowed we will have paid out $35,000,000,000 or
$40,000,000,000.

Senator McLPAN. In other words, if you have to get your money
from the people in taxes it don't make so much -difference what
system you adopt.

Mr. CURTIS. Why can't we finish this by calling in the expert
from the War Department to see what this handling cost is going
to be?

Mr. McCoy. It is not only the War Department. The War
Department testified before this committee that there would be
2,000 men needed.

Senator JONES of New Mexico. Find out how much it would cost
to take this plan, and how much to pay it in cash.

Mr. BUTLER. We will have the representatives of the War De-
partment and the Navy here.

Senator JONES of New Mexico. It would cost $1,358,000,000.
Senator CuRTis. If you paid cash I
Senator McLEAN. Well, now, that is all right, but suppose we

issue a 30-year bond and have to pay interest on the bond
Senator JONES of New Mexico. at is because we haven't th&

cash.
Senator McLEAN. Then, how much is it going to cost?
Senator JONES of New Mexico. That is what we want to know.
The CHAIRMAN. Well, we can get nothing further from these

gentlemen, so we might as well go on with the administrative features
of this bill.

(Whereupon, at 11.45 oclock a. m., the committee went into.
executive session.)





THURSDAY, MARCH 27, 1924

UNITED STATES SENATE,
COMMITTEE ON FINANCE

Washington, D. .
The committee met, pursuant to adjournment, in room 312, Senate

Office Building, at 10 o'clock a. m., Hon. Reed Smoot (charm-an)
presiding.

Present: Senators Smoot, McLean, Watson, Reed of Pennsylvania,
Elkins, Stanfield, Simmons, Jones of New Mexico, and Kig.

The CJLIRMAN. The committee will come to order. Major Smith,
we will hear you now.

STATEMENT OF MAJ. JOHN M. SMITH, OF THE ADJUTANT
GENERAL'S DEPARTMENT, UNITED STATES ARMY

The CHAmMAN. The committee would like to hear from you,
Major, as to the actual number of men that were in the Army during
the World War that are entitled to a bonus under the bill that we
have under consideration.

Major SmITH. Senator, that could only be computed by actually
going through the records. The records of the men who served in
the Army during the war are filed individually and alphabetically.
There has been no computation made as to the number of days of
service or of the exceptions that are provided for the different statuses
of individuals that exempt them from compensation. Such an under-
taking would cost from an administrative standpoint very nearly
the same as it will should this legislation be enacted in taking from
these records an actual accounting of the number of days with theexceptions.TIe.CHAIRMAN. Major, do you mean to say that the War Depart-

ment does not know how many men served over 110 days?
Major SMITH. No, sir; it knows the total number of men who

were drafted and the total number of men who served. It knows
the total number of men who were discharged and how they were
separated from the service, but as to computing the actual number
of days of service, Senator, that would be a very elaborate admin-
istrative task.

The CHAIRMAN. So any figures that have been used at any time
are estimated figures, and not actual figures?

Major SMITH. They must be estimated; yes, sir. Accurate
information can only be arrived at, you can see, by taking each
man's record out of the files of the estimated about five million and
a quarter men. I do not recall the exact figures. I can send those
up to the committee from the World War records, the latest avail-
able figures we have.

93831-24----8 - 31
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When we performed the work of furnishing the statements of
service to the adjutants general 'of the several States under the
appropriation provided by Congress for that purpose we took from
them, so far as we could, statistical information which I can furnish
the committee, which is the most accurate information with regard
to the Army World War personnel that is obtainable to-daec

The CHAIRMAN. We would like to have you put it in the record
right now.

Major SMITH. I will have to send that up, Senator. I have not
it, sir.

The CHAIRMAN. Then I would like to have space in the record
reserved for that statement that will be sent to the committee by
Major Smith.

Major SMITH. I think in the other hearings that have gone be-
fore-=I have not been before any of the committees before-my
position in the War Department for a year and a half was in charge
of the World War records; I had charge of that division during the
time that the cards were completed for the records of the State
adjutants general. That work is now virtually completed, and the
figures, as say, will be more correct than any that have been given
previously.

Senator KING. How many actually were on the battle fields-
took part in the battles?

Major SMITH. That I can not give you offhand.
Senator McLEN. How long will it take you to get this information;

how long before we can have it ?
Senator REED of Pennsylvania. One million four hundred thou-

sand.
Major SMITH: As to the number of days, Senator, days of service

and exceptions, that can not be furnished, but this other I can prob-
ably give you by this afternoon, sir.

The CHIURMAN. What we would like to have, Major, we would
like to get all the detailed information that it is possible for the
War Department to give. You know what we are trying to arrive at.Major SMTH. Absolutely, sir.

The CHAIRMAN. We want your best judgment where the actual
figures can not be given. You expressed your opinion as to the
nuinber involved.

Major SMITH. I shall do it, sii.
Senator KINo. Mr. Chairman, I would like the Major, while he

is getting that information, to show how many never left the United
States, and how many just remained in England, how many remained
in France back from the battle line, how many actually engaged in
contests or took part in combats.

Major Strin. Senator, the records will disclose the men who
served overseas and those who served at home. I can give you a very
accurate figure on that. As to the number of men who went into
battle, we possibly could give you an estimate by taking the strengths
of the organizations, the approximate strength of the organizations,
that were in action; but of course that figure will be affected by the
number of replacements that were sent in and out of the lines to
replace men who were evacuated or wounded or killed.

Senator REED of Pennsylvania. The general record of the number
of service bars issued?
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Major SMITH. No, sir; the. service bars were issued -by regimental
orders. The men got those without any concentrated ordefiig.
We got a copy of the order, not for the service bars, -but of the men
who were wounded. We have a copy of all the orders -that were
issued on them, but that has never been collated. .
. Senator REED of Pennsylvania. You never made a collation of
the number! of individualsto whom service bars were, given I

Major STE. No, sir; but that information, as I' understand it,
about the service bars, means the difference between the overseas
bars and the domestic bars.

Senator REED of Pennsylvania. No, sir; indicating the sector in
which the man was engaged.
1. Major SmTH. The only place thdt that Would be available would
be the quartermaster depot in Philadelphia which issued the Victory
medals. The lastest information I have on Victory medals was that
there has been issued in the neighborhood of 2,000,000-

Senator REED of Pennsylvania. I do not mean the service stripes,
but the service records.

Major SMITH. You mean the Victory medals?
Senator REED of Pennsylvania. That is what I mean.
Major SMITH. That is what I say. On June 30 last year I think

there had been only 2,100 000 Victory medals issued, so that any
estimate-we could probably get an estimate by taking that number,
the number of battle clasps that have been issued, and then by
taking the totals and the percentage of men overseas. That estimate
would not be very accurate, sir.

Senator REED of Pennsylvania. Well, then, if that would not, the
discharges all show battle service. '

Major SmTm. Yes sir; do not misunderstand me there. By the
records of all the individuals who served in the World War we can
tell you anything with regard to any individual.

Senator REED of Pennsylvania. But nobody has ever collated it?
Major SmTm. No, sir; we have never had the personnel nor the

funds covering the expense involved in going through the records
and makin a complete statistical review of the Army.

Senator lUNG. You might take the Civil War. As I recall it, the
final completion of their records occurred about last year.

Major SMrrH. Mr. O'Brien, is that so?
Mr. O'BMEN. So far as the statistics were concerned, they were

practically completed in 1890. General Ainsworth completed them.
Majok SmTH. I can picture the amount of the task by stating that

the individual records of men who served during the World War
occupy 8,000 four-drawer steel filing cases. That is the primary
record. The secondary record, the records of organizations, regi-
ments, divisions, and the medical records occupy in the neighborhood
of 11,000 filing cases. So that the records of the World War, which we
estimate to be about 161,000,000 papers, occupy a building covering
a half a block of three floors. Ta is a problem that confronts u
in furnishing any accurate information; that is, exact information
from the records, and you can see the job that confronts us.

Senator WATSON. How long would it take you to do it, and how
many men would it take? .

Major SmrT. It would take about the same amount of men and
the same time as the administration of this act would.
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* Senator WmTsoN. That is what I mean..
Major Sum. We estimate 2,269 people nine months,
Senator WATSON. That is a big job.-
The Cu~naux. Two thousand two hundred sixty: and what?
Major SwTn. 2,269 people nine months, sir. That, estimate is

based up.on our experience, for instance, from the cases' of those men
who receive compensation or apply for compensation at the Veterans'
Bureau. We have had continually to fui i the records of those
men to the Veterans' Bureau. .The statement of service cards
furnished the adjutants general of the several States also form a basis
for estimation. I suppose that the Senators are familiar with that.
Each State received a card covering the service, the essential points
of service, of every individual from that State Who served. That
work took approximately the same amount of work as this

Senator WATSON. Did you estimate the cost?
Major SmITu. Yes, sir.
Senator WATSON. What would it cost?
Major SMITH. For clerical hire $2,771,100.
Senator WATSON. That is for these 2,269 men?
Major SMITH. Yes, sir.
Senator WATSON. And how about your per diem you figure for

each manV
Major S~mTH. It is based, Senator, on the present classification

system; that is, according to the classification that is set up in the
classification act according to the work that each of them performs.

Senator WATSON. Have you the space for them to work in?
Major SMTH. Yes, sir.
Senator WATSON. You have the room?
Major S-rrH. A room is now there. -
Senator STANFELD. Is it the maximum number of men that could

work successfully?
Major SmTH. Yes, sir; as I said before, the files that we work on-

that is, this work for the bonus bill, or the work for the statistics that
you want-is centralized around 8,000 filing cases. Now, in order
that the clerks in going in and out of the file cases do not stop each
other from working or delaying the proceeding, we figure the maxi-
mum at 2,269; that is an actual estimate of the maximum number
that we can operate so that there will be no loss of time or labor on
the part of the clerks, and an absolute control so that we" can operate
with a minimum cost.

The CHAIRMAN. You say you have the space for these clerks to
work in?

Major SMITH. Yes, sir.
The CHAIRMAN. Kindly let me know what it is.
Major SMITH. Yes, sir.
The CHAIRMAN. No; tell me now.
Major SMITH. In building E. We expect to provide for the-I

will hpve to ask for the movement of certain records from that build-
ing, sir, and I do not know when that can be done and those cai be
moved. I think the Senator had some information on that about
two years ago.

The CHAIRMAN. I want to find all'the space I can.
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Major 'S~ :., Two g es.ao,- Senator,- Sou- wbr6 askedfor certain
spuice in building; F, I think, in ab6ut April, 1922. Probably yoi do
Rot-recall it.

The 0,A~mAtd Yes.
* Major Srmr , .Bit we then asked for the space to move certain
of these recordsthmt-are'down there-out so that we could, proceed.'

-The CmvAiuMA. Of course, I thfig-ht I could get an archives put
in' for you before this soas to take care of these records. I can make
the cost of the archives in one year in order to get space to use here
for clerks that we are paying $1.80'a square foot for to property
owners in the District otCoumbia. Then all we would have to do
would be to take these files and put them in the archives and save
that space and all that amounts to for eveiy square foot. I can not
get Congress to act.:

Senator KINo. I thought that we appropriated a very large sum
for clerk hire immediatly following the war for the purpose of looking
after these records. My recollection is that we gave several millions
of dollars for that purpose. I supposed that you had all this infor-
mation now.
. Major Sm=.: Senator, if I may explain: There were two classes of
work. One was the assembling of the draft board records in Wamh-
igton; that is, the records of the draft boards from all over the
country, which 'were shipped here by carloads. Those were sent
to Washington Barracks, and those have now been set up so that you
can get information from them. You can imagine every small local
board all over the country keeping their records by different methods.
The money -was spent for that and for furnishing 'to the adjutants
general of the several States the statement of service cards. :

Senator RmiD of Penn.sylvania. You keep a carbon copy of those
records that were mAde in the States?

Major Sm=. Statistics from them and other statistics form the
basis for estimates I am going to send to the committee. The sta-
tistics from the cards are those we could anticipate and at the same
time not delay sending the cards to the States.

Senator REED of Pennsylvania. Will that work be of any assistance
to you in getting out the service statistics under this bonus law?

Major S-ara. Not in the future; it has in the past, sir. When we
went through the records for the statement of service cards, thoseindividual records which were not com lete were laid aside. I did
not have any connection with the wore at that time but in 1922
Congress appropriated a sufficient amount of money-I think it was
$240,000-to complete -those incomplete-records. All of them were
very incomplete* involving extended searches and going into the
records all over tle .ountry, to the General Accounting Office in some
cases, and to the different divisional records, the selective draft
records, and such as that. We have reduced those incomplete records
now to approximately 8,000. Those 8,000 are not of 8,000 indi-
viduals, for there are a good many cases, particularly of men with
foreign names, where you will find several records all pertaining to the
same man.

Senator REWn) of Pennsylvania. Two thousand two hundred and
sixty-nine clerks during nine months; about 270 days? _. _

Major SwErn. You have to figure 25 days to a month; that is,'
leaving out the Sundays. Then you have to figure about 12 per cent
that fall within the normal leave and sickness absences.
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Senator'Rz m of Pennsylvania. How many. casewper day-perManI
Major SMrrx; I had hetterexplain it this wa*y,' ir.;. am taln

about the adjusted compensation bill now. We figure that it will
take about nine months to perform this work.. All te clerks we have
to obtain for this work know nothing whatever of the records. The
information that we give from those records for this work must be
accurate, because upon the information that we give depends the
amount of money that the Government is going to spend. It means
dollars.

We have to school those clerks. It is in the bill that we can utilize
other clerks, preferably veterans, up until the timb that we can
obtain the civil-service people-we figure that it will take one month
to obtain them and school them; to get the forms printed and all the
preparatory work for that will take two months, and to get' the
applications out to the individuals so that they can submit them.
We estimate that two months will be used in that.,

Senator WATSON. You do not expect, to get 2,269 men from the
other departments now, do you?

Majoi SMrrH. No, sir.
Senator WATSON. You have to go out in the field and get them?
Major Smrru. That is the problem, sir. There is a provision in the

act that we can take them otherwise until the time that we can obtain
them from the civil service.

Senator RnED of Pennsylvania. You Can actually get out these
four- and a half. million service certificates in about two months'
work; is that it?.

Major Sm i. No, sir; we have to have the application blanks
printed. Then we have to distribute those throughout the country.

he American Legion has offered their services through their posts
to distribute them. We are going to use every agency of the Army
that we have, the veterans' organizations and the Red Cross and
all welfare organizations, to get the apications out to the indi-
viduals. The individual makes his application and sends it to the
War Department. I am speaking of Arny mem, The application is
received and must be exaniined to see whether it is correct or not, or
complete enox +h so that we can identify the individual. : - .

I night add here that in a file of that size you will find-well, take
my dwn'name-50,000 John Smiths.. You can see therefore that one
must have considerably more Information about an individual
beside his name to identify him as the man who is applying for the
bonus. The examiner must verify all entries on the application to
see that the case is complete enough for us to act upon. It is then
sent to the file where the man's record is kept. The searcher picks
out the record, checks, and certifies the application from the record,
and hands it to a typist who prepares the certificate provided in the
act to be furnished to the Veterans' Bureau or the fnance depart-
ment. In addition to. that, the number of days must be computed.
First, from the records we get the dates, and then we compute that
into days, and into dollars, and transmit that data to..the Veterans'
Bureau, or the finance department, depending upon the plan under
Which a man is being considered.

Senator WATSON. Do you figure upon the 2,269 men simply to get
out these certificates; you do not figure any work, or have you ever
figured on any work, to be done after the certificates are issued?

. 6
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Major Smwf. :Yes, .sir; 14ilI qualify it. The 2,269 clerks are
those tkLt will, beneeded in The Adjutant General's office at the
records. From. then on the finance department, .Major Boschen's
organization, will- have to make the payments unera certain provi-
sion of this act.'- They make the payments under the'$50 class.-

Senator WATSON. [understand how they handle it up to that.
How much new force will be required for that? ; - -

Major BoscilN. That will depend upon one or two conditions.. If
the bill includes the provision that the veteran is to receive the entire
adjusted compensation with no deduction-by that I mean there are
set up. in the general accounting office various and sundry deductions,
going from 10 cents to $15 or $20, compensations, little amounts the
man owes the Government-if the, bill contains the provision that
those deduction, if any, will be made from the compensation of the
veteran, that wili be done with 969 employees, with a cost of $1,367,-'
180; but if the deductions are made otherwise, it would take 1.,466
employees, with a cost of $2,050,000.

The CHAIRMAN. How much are the men owing?
Major BosCmIN. Senator, for instance, a pay roll has been' figured

by the paymaster, but he has made a mistake of a dollar in computing
a man. He has given him $31 instead of $30. That is set up against
him, and under the old statute dating away back to 1866'it must be
deducted from any amount due the man under any condition at any
time. "

The CHAumix. Do you think there is enough due from the men
to pay the extra cost?
. Major BoscHE-.. No, sir; I talked with Judge Ginn, the Assistant

Comptroller General, yesterday afternoon on this very subject to
get his views.

The CHAInWUN. We had better provide in the bill for that.
Major BOSOJEN. As I recall, to give us the money, the first bill

had a provision that no deductions -should be. made. Your com-
mittee took this up two years ago. Now, the Comptroller General
has set up an activity wliere he proposes to allow them to keep this
unless there is something put in the b.I1 to prevent it. It will cost
the Government about four times as much to collect it as what they
will getrout of it. Think of the mother of the dead soldier, what it
will mean to her if we have to deduct $33.33 from any amount that
will be due her?

The ORAMWnt . !I do not think there will be much time spent by
the committee on that.

Senator WATsON. Probably not. We will eliminate that.
Major Bosc=N. Probably not. That is the reason I suggested

something being put in.
Senator WATSON. Now, take 4,466 men for the United States,

have you got the space for those I
Major Bosmomi. No, sir.
Senator WATSON.. You have got to have additional space?
Major BoSmmN. 'It is right alongside The Adjutant General's,

office and we can use practically the same force.
Senator WATSON. Have you the room there ?
Major BOSOE N. No, sir; we have to ask for the room..
The CHAI ,AN. You can not get any?
Senator WATSON. Where would you get it ?
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The OC xwu. There is a new building down on 0 and Fifte _th
Streets .there. :The -man hayina it in charge ws.up, to seemed the
other day, and he says the space there is being taken up very rapidly
ad if I wanted any space Ihad better take it at once.

Senator WATsoN_. Right while that is on, Mr. McCoy estimated,
as I recall, that the administration of this measure the first year
would cost $20,000,000. Am I right on that .

Mr. MoCoy. Up to January 1, 1028, the preliminary'and first
yea-r.,

Senator WaTsoN. Those figures ar two million plus and one mil-
lion plus-apptoximately $4,000,000. Did you take those thingeinto
consideration?

Mr. McCoy. Yes, sir; in the War Department.
Senator WATSON. Were you figuring on the actual payments to be

made?
Mr. McCoy. The actual cost in every case.
The CHAIRMAN. That is the Navy Department and the Marine

Corps?
Mr. McCoy. Yes, sir.
Major BoscmN. The War Department estimates its cost as a

dollar per case the first year.
Major SMrrm. These figures added to the other-that is, the fig-

ures on the work that is in The Adjutant General's office-will, if
this deduction is taken out-

Senator STANvUJW. Mr. McCoy, how does that figure compare
with the figure used in your computation ?

Mr. Moc Coy. Well, I gave a rough estimate of $20,000,000, based
on the actual cost of administering the Veterans' Bureau and the
War Risk Bureau.

Senator STAxmzILD, I was just wondering whether they comparedsimilarly. I
Mr. McCoy. Either one of. them, with the cost to the Government

for the first year and the praminary work on it.
Major Sm=. Senator, I want to add here that the figttres of the

finance department and ThelAdjutant General together would give
you the total cost for the War Department.

Major BoscmN. I have prepared an amendment if you desire
to have it, sir.

The CHAIRMAN. We have that.
Major Smx. I will have to add these two figures up. That will

be for the clerical hire. Then in addition to that amount there
would be the normal supplies that would be needed for such a force.
The figures that we have given you, Senator, are those for the clerical
force.

Senator McLFAN. Have our offices made any comparison of the
different estimates that have been presented to the committee by the
actuaries so that they can tell us which one they think is nearer the
fact ?

The CnAMAN. I have asked him to send-that up.
Senator McLEAN. I know; but he can give us anything he has now.
The CILIRMAN. No; I asked him and he said lie would send that

up to-morrow.
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Major Boscouni. There is one other thing that I would add ,t the
cost of the administration of this act that should be considered, aud
that is the retaining of paragraph (e) of section 202,. which, sayA

any commissioned or warrant officer performing home service not with tro6ps )nd
receiving commutation of quarter or of subsistence for the :peod of service as
such.

The General Accounting i Office figures that that will cost about
60 cents per case to go through the 5,250 cases to find out how tiese
men are placed.

The CEARMAN. That is over $3,000,000
Major BospnmN. The total number that we estimated will Mob-

ably receive, that will not make an expenditure of over half a n*fon.
It is a question of -whether it is cheaper to pay $300 000 out of the
saved $3,000,000 or not. The only place that record is available is
on the pay roll or on the pay voucher, and they have got to takeevery voucher for payh purposes of any kind during the entire period
of the war and search each one individually to find out who those
men are in order to certify them by that.

The CHAMMAN. It is going to be an awful job.
Senator WATSON. Yes; there is no doubt about that.
.Major Bosi is. So to leave that out will save $2,700,000, and

add to the administration of the bill materially.
The CHAnMAN. All right Major.
Senator SimmoNs. Major Smith, I understood you to say a little

while ago that- these statements that are being set up here indicating
the number of days of service were estimated?

Major SmrT. Yes, sir.
Senator SUiMONS. Not the result of actual investigation of the

records?
Major SiMITr. They could only be, sir, because I know the only

accurate information that could be gotten in that regard would have
to be taken from the man's individual record, his service record;
those have not been counted by days.

Senator SonMoNs. Now, being estimates, could you tell the com-
mittee the basis upon which you made the estimates? It seems to
me it would be quite a difficult thing to estimate that with any de-
gree of accuracy, and I think we ought to know your plan of esti-
mating it so that we might ourselves form an opinion as to its accu-
racy.

Major'SMrm. Yes, sir; I do not know how the figures that appear
in the committee reports that you have before you were obtained.
However, in the statement I will send I shall give the figures and the
method of procedure-that is, how I have arrived at those figures-
so the committee will see how they were obtained.

Senator SIMMONS. That is upon what yon base your estimates?
Major SMITH. Yes, sir; and I shall do that.
The CEAIRMAN. Is there anything else Major.
Senator WATSON. Have you given the committee, Major, the

total cost; that is, not only clerical hire but printing, and the total
cost?

MajOr SMITH. No, sir; I will have to add that up.
Senator WATSON. I would like if you would do that, and I know

the committee would.
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Major BosHEN. I think probably $5,250,000 is the estimate for
personnel, desks, stationery, ,etc., required to administer the act for
the first year.

The diL RMAN. That is, as far as the War Department is con-
cernedI

Major BoswuN. For the War Department. That is the general
figures.

Senator WATsoN. That does not include the Navy?
Major BoscuREN. No, sir.
The CHARMAN. $5 200,000?
Major BOSCHEN. Yes, sir.
Senator WATSON. What would it cost the Navy
Major SMTH. There is a representative of the Navy here. There

is one point, Senator, that affects the administration that I think,
if I may refer to it, is important.

On page 7of section 303, it provides that the Secretary of War in
furnishing the information to the Veterans' Bureau upon which to
base the adjusted service certificate, that they furnish--
the Secretary of War, or the Secretary of the Navy, as the case may be, shall
transmit to the Director of the Veterans' Bureau before the veteran Is entitled
to an adjusted service certificate the application for the certificate, setting
forth-

the certificate that we furnish is the certificate showing the essential
points of the information. I can add anything that the Veterans'

ureau desires to that certificate, which will be the certificate of the
owing of the record. If we send them an application, too, I can

see no use that they can make of the application, and at the same time
it imposes the additional amount of adding that copy to the applica-
tion that the man has to send in.

In the end the payment, no matter what it may be, will be based
upon the record as it stands in the War Department, which is the
true record, rather than any statement that might be in the man's
application because of the number of years that have elapsed since
his service. We will figure the dates and our records are yery com-
plete now in that regard.
. So far as I can see, the application is of no value to the Veterans'

Bureau, and if they desire information from it at any time they can
obtain it, the same as we handle any number of cases daily from them
on their compensation claims upon 'mere request for the information,
or for any copy of any particular record they want.

This bill is the first ]ill that the provision has appeared in that
we have to furnish the application in addition to the certificate.

The CHAIRMAN. Is there any reason why the soldier wants to keep
that application?

Major S~trrHm No, sir; the way we had provided for, that appli-
cation does not go back to the veteran; it is filed with the record in
the War Department.

The CHAIRMAN. Is there any reason why they want to keep it#'Major SmITH. I have not had an opportunity to confer with them
with regard to it. I intended to do it. It increases the cost of
operation.

The CHAIRMAN. Is there any necessity for your keeping it to make
your files complete?

Major SMrm. I keep the originals.
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The CHAImAN. Why doyouwant to keep it1
Major Srz.. because I intake a certificate as to whether, his ap-

plication agrees with the record in the War Department or not..
, The Ci-_- MAw That is true. .Why .ouldnt you let that appli-

cation made go over to the Veterans! Bureau? . ,
: Major Szrri. For this reason, sir: If the veteran takes exception
to the amount of service or anything in connection with his payment,
the adjudicating agency, or the answer even if he is right or wrong,
is found in his record, which is in The Adjutant General's office.
So-that if that application were. in the Veterans' Bureau, the com-
plaint would go there and then have to come over to The Adjutant
General's office to find out what the man's record showed and then
go back to the Veterans' Bureau again. ..

Now, with the other method, we. are going to file the application
the man makes right with his record, and it will be avaiable and
furnished to the Veterans' Bureau in certificate form. It is no differ-
ent from the General Accounting Office. Thousands and hundreds of
thousands of claims that have been made with regard to back pay
have been handled with the General Accounting Office in this manner.
It dates clear back to the Civil War. The procedure in that case, as
We hold the record, is the General Accounting Office sends over and
requests information, information that we have. We certify the
record and they make adjudication of the claim. Similarly, in the
Veterans' Bureau in a case of a compensation for disability, the
veteran applies to the Veterans' Bureau alleging his service, and they
refer that to The Adjutant General's office, which gives them the
information and they base their action upon the record

Senator WATSON. You say it will cost, Major, $5,240,000 the
first year?

Major BoscHEN. Yes, sir; $5,250,000.
Senator WATSON. What will it cost each succeeding year?
Major Bosvinm. The second year there will .be 40 payments

made to about 180,000 people. The cost will be practically nil.
Major SimT. Senator, I take exception to that part. My figures,

the cost that I have here, is the total cost, no matter whether it is
extended over a long or short period. There is a time limit in this
bill. We know that they are all not going to apply in the first nine
months. The total cost so far as The Adjutant General's office is
concerned is going to be the same. Nine months or five years, the
cost is the same. We would not start out tho first day after enact-
ment and. keep 2,000 clerks with nothing to do; we will keep just that
clerical force necessary for the work; that is, if the worlk increases
we will put on extra clerks; if it decreases we will take them off.
We figure that the peak of this work so far as The Adjutant General's
office is concerned will begin about the end of the second month.
. Senator JONES of New Mexico. Do you estimate that any.percent-

age of that would not apply within the two years ?
. Major Sma.' No, sir; I imagine that the bulk of the men will

apply shortly after the blanks are distributed, and then it will
graduallyr decrease, and probably there will be an increase the last
two or three months before the limit, January 1, 1928.

'Major BoscIEN. I can give him some information on the question
you asked there. I am paying $60 payments. We still get them
at the rate of 30 a month, strange as that may seem.
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Senator JONES of New Mexico. Well then, you would judge that
there Would be quite a number that would not apply.

Major Bosomm. Th ey woul4 drift over and fall down until a
regular little number would come every month. There is a certain
number of men that you can not locate. I know that there is a
lge sum of money in Liberty bonds held as pay for officers and

enlisted men in the Army, which is deductions from their pay; and we
can not locate them. Yesterday I had one come in who was serving
a life sentence in the penitentiary.

The CuAImAN. The claimant will make his claim for that.
Senator JoNEs of New Mexico. I think that is a surmise. I am

quite sure there will be quite a considerable percentage that will not
come in within twoyears at all.

The CmuamAN. I do not mean the question of application. I
was speaking of the Liberty bonds, Senator. Major, what expense
would there be if you sent out duplicate applications so that one could
be kept in the War Department and one in the Veterans' BureauI

Major Swrmr. I have not figured that, sir, but in addition to
that-

Senator Joxis of New Mexico. Approximately, have you any idea I
I will state that the advantage of that would be that the Veterans'
Bureau would always have the signature of the soldier, and that as
the ears pass by is going to be a very important thing.

Major S m n. Here is the thing, Senator. We prepare the cer-
tificates, that is, some four or five million cards. The information
on them must be certified to by the Secretary of War. Due to the
number of cards, they can not all be signed, but in lieu of the signa-
ture a machine similar to that used by the Post Office Department
for the cancellation of stamps is to be used. This machine turns
out 15,000 certificates an hour. If a copy of the application must be
furnished the Veterans' Bureau it will be necessary to detach it from
the card prior to running it through the machine and then reattach-
ing the application blank after the run through. This will involve
delay and ence additional expense in operation. Should the Vet-
erans' Bureau desire to see the signature on the application it will be
available to one of their representatives at any time desired. Records
on filp in the War Department are daily made available to repre-
sentatives of the Veterans' Bureau. It would be a rare case that the
signature would be needed by the *Veterans' Bureau.

The CHAmmAN. If that is all then, Major, we will call Capt. A. EK
Watson, of the Navy.

STATEMENT OF CAPT. A. E. WATSON, UNITED STATES NAVY

The Ckmwm. Captain, we would like to hear from you on the
same subject that we have from the War Department, from Major
Smith of the War Department. I would like to have you state if
you have the number of men in the Navy that would fall under the
provisions of the bonus bill as it passed the House.

Captain WATSON. I have the figures here, sir that show, with the
deductions that appear in this bill, there will be 519,922 men who
will come under the provisions of this bill.

The CHAIRMAN. Is that an estimate, or is that figure actual?
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Captain WATos. Thooe figUrs a e .quite., oourate.:. They are
taken from the daily record thMt we, kept of the men that were in
the service each day during the period covered by this bill.

The CHuAumi. And you know the length of service of each?
Captain WATsoN. I have that as accurately. as it can be obtained

without t the individual .I mean.b that, sir that we get
each day and keep a ruday of tie number of
men in the service the number that come in and the unber that
are discharged, and we count those daily counts so that I think this
is. within a very few of being absolutely correct.

We have also the number that were overseas, which are counted
from the muster rolls of the ships that were on the other side and that
com6 under the provisions of the overseas service at $1.25 a day, and
that is 05 per cent of the ranking officers that were in the Navy, that
come under that classification. So that figuring it out, the two
classes, those at $1 per day and those at $1.25 per day, it amounts to
$156,762,646.

Senator SIMMONS. That is the amount in dollars; how much did
you say it was?

Captain WATSON. It is $156,762,646.
Senator WATSON. Did you figure on the number of men it would

take to administer this and the amount of space?
Captain WATSON. Yes, sir; our space is rather limited in the

Bureau of Navigation, sir. Our records are all kept in one continuous
file, and it woild simply mean our putting too many clerks there
that would be in each others way, so in estimating the amount of
space that we would need for the certificates they would have to go to
each man's jacket, which contains all the information. That con-
tains all the information on that man in the Navy Department, except
the health record which is kept by the bureau of registration service,
and the application will have to be made to take the jacket, which
as I say contains all the information, and a work sheet made up by
our searcher, and then it will have to go to the verifiers and from the
verifiers to the computers and checked and certificate made out and
forwarded. To do that work we estimate that we will need at the
maximum at any one time 263 clerks. I would like to say now, sir,
that I am not taking into consideration the work of the Paymaster
General in paying the amounts of $50 and less. I have not that
information, sir.

Senator JONEs of New Mexico. Here again, how many men in the
Navv would be entitled to benefit under the provisions of the House
bill?

Captain WATSON. Five hundred and nineteen thousand nine
hundred and twenty-two.

*Senator JONES of New Mexico. And how much would their com-
pensation amount to? .,

Captain WATSON. We have worked it out, sir. At the rate of a
dollar, not the total amount of the certificates, but on the. basis of
$1 and $1.25, and depending upon the kind of service $166,762,642.
This is the enlisted men. I have the officers' that I wifll have to take
up separately. This is for enlisted men.

Senator JONES of New Mexico. There is one hundred and fifty-
six million and how much?

Captain WATSON. Seven hundred and sixty-two thousand.
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-Senator JoNINs of New, Mexico. Would the'Army run in i greater
proportion than the- NavyI That is, wouldthe pay to the individual
in the Army be greater than th pay in the NaVy? ' ' •

Captain WATSON. I do not know, sir, what their percentage was
of their men that were overseas. Our percentage was 55. 7

Senator JONES of New Mexico:' Well, theirs would be less if
anyt"hi -, than yours, would it not I .

Captain WATSON. I would not like to say. I should think so.
Senator WATSON. What is the estimate? -. .
Major SmH. There is a difference: In the Navy there is over.

seas service for every man that was aboard ship no matter whether
he was on the Pacific Ocean or in Alaska or in European waters.
The Army merely gets ay for a man who went across, for his service
from the date of embarkation until his date of disembarkation.
For instance, you take the man who served in the Philippine Islands
or China or Porto Rico; if they were in the Navy they would receive
$1.25 a day, while in the Army they will receive $1 a day and do
not get credit for overseas service. I would say the number of men
who went overseas is about 50 per cent. I can give you that.

The CHAIRMAN. Of the Army?
Major SmITH. Yes, sir; those that were actually brought into

service and accepted for service are included in that figure. I will
qualify that because I am going to give you the actual figures on
that,o nator. I will include that in this statement that I am goingto submit.

Senator WATSON. That is higher than I thought.
Major SmTH. I just can not recall the figure. It is a little over

2,000,000.
The C IMAN. Some of those men served in the United States

and some of them also served abroad.
Major Sm ri. Yes, sir; all those men.
The CnL~nmAN. Now, so far as the time is concerned, what is the

percentage of the time of the men ?
Major SBmnH. That would be a figure that we could not. give you,

sir.
The CHAIMAN. Well. it is less than 50 per cent, of course?
Major Smrrm. Yes, sir; I imagine so.
Senator WATSON. Yes, Sir; it is bound to be.
Captain WATSON. I will say there for the officers-I was just look-

ing up the percentage of the officers who served overseas-that is
40 per cent in the Navy. There is quite a difference there.

Senator WATSON. Haye you the numbers?
Captain WATSON. Yes, sir; I will make a statement for the record

there. The officers of the regular service and temporary appoint-
ments there will be 5,909 entitled to the compensation, and for the
reserve force there will be 21,216. Of those two, the 40 per cent
receive the overseas and 60 per cent the home service. For the
Regular &officers it amount to $2,860,540, and for the Reserve
$7,678,070. # I

The CHAIRMAN. Is that with the 25 per cent added ?
Captain WATSON. No. sir; that is simply at the rate of $1 and $1.25

a day.
Senator JONES of New Mexico. Now, Major Smith, how many men

do you roughly estimate would come under the provisions of this billin thle Army?
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Major Smm. Well, I would say. it would:,be more of a, guess;
but as near as I can Judge of those that are actually included, it is
around 4 100,000; That is what I would say.

The - SiMAN. That is under the provisions of the bill, the
House bill?

Major SMITo . Yes, sir- that is Oer 60 days. I am going to try
to ou everything that you have asked for with regard to the
fig-Me, Senator, in the statement that I am going to submit.

Senator WATSON. 4,100,000 in the Army and 519,000 in the Navy;
that is what you said? '

Major SmTH. Yes, sir.
The CHAIRMAN. Well, you have the Marine Corps, then.
Senator WATSON. That does not include the marines at all.
Captain WATSON. No, sir; that does not include the Marine

Corps.
Senator WATSON. Which are 35 per cent of the cost.
Captain WATSON. No, sir; that is just the rate that we certify.
Senator WATSON. Did you give the total cost of administration?
Captain WATSON. I did not, sir; I said that is the number of clerks

that were needed at any one time.
The CHAIRMAN. Captain, would _you make a complete statement

of the cost of the administration, all costs, and file it here with the
committee to-morrow?

Senator WATSON. Yes; he has all costs.
Captain WATSON. I have the amount here, sir, that would be the

rate of the yearly salary. I have the salary of each clerk that we
have requested and the total yearly salary of the 263 clerks, based
upon the classification, civil-service classification, which will be
$339,840 per year. It is rather difficult to saT how long we will
require the maximum force, depending, as Major Smith says, upon
the rate at which the applications are received. Upon the receipt of
the major number of applications there is undoubtedly going to be
considerable correspondence, adjustments, and claims that the men
will put in, and each one will have to be gone over. So that we
estiniate that the cost is twice the yearly salary, and that should cover
the total of the whole bill.

The CHAIRMAN. If there is nothing else, we thank you, Captain.

STATEMENT OF BRIG. GEN. R. H. LANE, UNITED STATES
MARINE CORPS

The ChAIRMAN. General, will you make the same statement re-
specting the Marine Corps that has been made by Major Smith of
the Army and Captain Watson for the Navy?

Brigadier General LANE. We have not made any calculations based
sReciffcally upon this bill, but we have figures based on the Fordney
bill, which, except in very small details, apply in all respects.

According to these figures, we estimate that there will be 30,691
men with an average of 380 days' service who will be entitled to the
bonus. Then, for overseas there were 28,056 days overseas-oh, no,
2,825,626 days of overseas service. Those are based upon accurate
figures, and I think are substantially correct.
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SenatorWATsON., What percentage :of your marines were abroad
out of your 80,000; how many were overseas _

Brigadier General LANz. 36.6 pei cent, and of the time about 25
per cent of the total service days we estimatewere overseas service.

The CHAIRMAN. Those average days, however, are after deducting
the 60 days allowed by the Fordney bil1

Brigadier General LANE. Yes, sir.
The CHuntmAN. How did you arrive at these, by actual examina-

tion or by estimate ?
Bria er General LANE. We arrived at the total number of days

by taking the strength of the Marine Corps on the outbreak of the
war on the 6th of April, 1917, and adding the daily strength day by
day, and we obtained an average, of course, by dividing the total
number of men that we had by the average number of days.

The CHAIRMAN. But the number are actual and not estimated?
Brigadier General LANE. Yes, sir.
The CHAIRMAN. The number of men are actual and not estimated?
Brigadier General LANE. Yes, sir.
The CHAIR N. Have you the cost of administration?
Brigadier General LANE. Yes sir; we estimate that this number, at

least the part of it which would require extra clerical hire, would be
due in about six months, and would require 60 clerks at a total cost
$42,120, and adding estimates for printing application blanks, forms,
and stationery and equipment, that the total cost would be about
$50,120, and this would include the expenses of the personnel.

The CHAIRMUN. I say, hav you space enough for that?
BA adier General LANE. We have space enough for them by

crowding, not space enough to accommodate that number per-
manently, but we can handle them during the limited period that it
would be necessary to complete this work in. We estimate that the
bulk of it would be finished in about six months, and after that we
could handle it without extra provision. I would be very glad to
make a more detailed estimate based on the provisions of this bill
and submit it to the committee if you would like to have it.

The CHAIRMAN. I wish you would, sir.
Brigadier General LANE. We will get to work on it right %,way and

have it in two or three days. I can leave this estimate.
The CHAIRMAN. We would rather you would make the whole

thing up and give it to us.
Brigadier Ggeneral LANE. Yes, sir; I will have the whole thing

made up.
Senator McLEAN. What would be the difference in the cost pro-

vided we should pay a cash bonus instead of insurance?
Brigadier General LANE. It would be considerably greater.
Senator McLEAV. In the cash?
Brigadier General LANE. To pay the cash bonus. I am estimating

only on paying amounts less thau $50, but if the paymaster were
required to pay all of the bonuses he would require more clerical
assistants.

The CHAIRMAN. Would that be the case with the War Department ?
Major BOSCHEN. The increase would be about 25 per cent.
Senator SIMMONS. What do you mean?
Major BOSCHEN. Of the administration.
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* Senato- ShxON8s Ohiyese 'the inczaA16 in the odministriont
Major BosoHEN. Yes, sir. " .,
Senator S&MMONs. It would be about 25 per cent morelon the eh

basis thia'the inaraiice basist, '
Major'Bosonh ,. Yes; sir.'
The C iiNAun , I suppose that they would require OuMt the Mme

in the Navy? I
Brigadi er Geeral' 'It wiuld require more. I have uiot esti-

mated'that. I would, have to look it up.. '
SenatOr(MOLPr."w Why is that? Oi the cash basis you gev rid

it all at once.,' ' .' "
Brigadier General LAmm. Instead of sending it to the 'pasymalter

we would send those to the Veterans' Bureau if they were imder $50,
so that all the expense of disbursement would be borne by the
Veterans' Bureau. I imagine the total cost to the Glyernment
would be probably greater.

Senator MoIMc#. U Tnder the' insurance plan you would have les
to do durig the entire. term of the is. t i j .... 'y

Brigadier General LANE. Yes, Sir; that is. true. I juet r0t~hly
estimated it without having considered it, that the cost to the Gov-
ernment will be greater for the insurance than the cash basis.h,

The Cy MAN.. The ultimate co.t.
Brigadier General 1ANE. Theultimate cost; that is whaitl meant.
Senator SLmmoNs.* You said awhile ago that the cash plan Wouldbe 25 per cent higher than insure; you meant the initial 'cost of

the AIst few months of the first year I
Brigadier General LANE. "As lonk as the payments continue. The

bulk of it, of course, would be for the first few months.
Senator SImMONS. Well, I must have.misunderstood you. I tho uht

you finally corrected your first statement and said when applp V:7to
the ultimate cost it would be less under'the cash plan than undere the
insurance plan. . . .I

Brigadier-General LANE. !.would imagine so; yes, sir. .
Senator SjMMONA. 11ow much less would you say, Major, what per

cent less I
Brigadier General LANE. I would not be'able to give aniy estimate,

because I am not familiar with the'administration, of the'insuraiice
policies and I'have not reauy any very accurate idea of how much
the cost wood* be, but I think it' Wguld be more.

Senator McLEAN. This .estimifte that was made by the offcer
who spoke'for the'Army, of a'dollar a case, that is a dolar a sotdier;
did that include just the temporary estimate 6f 'the work to be done,
or did it include all. of the work that would be required duriig. the
term of thq policy?

Major BoscEN. That only pplies to the War Departmient.
Once the case leaves' the War, Department the Veterana' Biueau
takes up the expenses. . .• •

Senator McLA4. You do not estimate that?
Major Bogolmm. 'No, sir...
Senator JoNEs of New Mexic .. What would be the difference in

the expenses if the War Department should just pay the bill'and
be done with it and not send it over to the Veterans' BureauT

Major Bosomnz. Well, if it was payable in cash in quarteflypaY-
ments, it would extend over a period of two and a half years.
course the expense would decrease.

OMI3-24---
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Senator JON 0of New Mexico, What if it were, paid. all at once I
Major BoSOMN. All at one swoop? ,

Senator.JoNmofNew Mexico. ,.
Major BosOHEN. Then a dollar a cas would doit, i It is just as

easy to make one big payment as one little one in wabhcae.
aMajdr Sm , Soatr,.mayo I.pdd just toward -, ,
The CHRAn aN. Yes, sir; Maj...

•.Major.SMu . Regardiag, th plan :of :this jbill, ,noti. in!,the
majority report of the House ooiittee,,there ia a proviaionlin the
,bill whiclisays, "If the veteran. has died before mig Application."
Now, in the majority report I see they place no fi r.es with regard
to the man who -died before January 1, 1910,! and it mightbe read.It.says:,e * • :: . ' .: , o , :!

'If the.veteran has died befoio making apication underseci iv '802.
It would 'seeii to me upon the wording of that, that would'include

thq men who were killed in action or died during the war, but thatis not in the'statement of the majority report i thenr report to the
House, which did not include the men Wh o wer' killed in action or
Who died in service during the war.The C i~iaMiN. Was tat in their estimate?

Major Smrm. I did not see "those* fires in the; no, sir.
Major BOSHEN. They are noin tlere. They lve 109,000.

hi , PAT AN. I have heard a good many complaints that they
are not included here and 'they are (emanding that they be include

Senatbr WATSON. 'hey'are shut 6out, are they .nbt?
Major SMrrH. They are excluded 'because they are receivingcompendation.
The CHaVO"N. Yes; but'they all Want to get bak.
Senat6r WATSO9N. How many of those are there, about 180,000?

That 186,000 is not included in this other list at all?
Mr.'rTLoR. It is not included in this list.
Senator MCLEAN. Did we have 180,000 killed?
Major Smrm. I think the actual number killed in action is ninety

some thousand, I think 93,000, as I re all no*. I am speaking from
memory now, senator, but I think that is about the number that
were .actually killed. Then those that died of wounds in action
which brings it up to 180,000. The Afuing is this: A7man is killed
in action if-he dies the same day the woundis inflicted.

Senator McLEAN. Then th6 killed in" action is included in this
4,100,000, or is this 4,100,000 exclusive of those kiiled in action?

Major Smrrm. Exclusive.
Senator McLEAN. Exclusive I
Major Smiy. Yes, Senator; but those figures are just a mere

statement. I am going to support those by more accurate figures.
I would not like to have those go in as correct.

The CHARMAN. I will make a statement, then, now, and ask Major
'Smith and Captain Watson and General Lane to get their figures
uD. into concise f9rm and get them here t.the coinq~ttee to-ifiorrow,
with any explanation they desire to, make.
b. M.TAYjor . Did I put in, Senator, those amendments suggested
by Major Boschen? I handed theh to Senator Watsop several(lays ago. ."''
The AMMAN. Yes; those will be incorporated in the record.
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(The amendments referred to are - follows:)

AMi3NnH m 86uO1 si) T Osi EMi6DIb. 1W'TT AD iYPO7B?3 CO'NNSAA0N

The omission from the bill of paragraph (e), section 202, and paragraph (a),
section 203, and the addition to the bill of the proposed amendment to section
303 will result in pn estimated s~vipg in the administration of the proposed law
of $1. per. caseor a total Of $5,250,000.

Subparagraph (e), section 202, provides that in the computatipn of the adjusted
service credit no allowance shall be mae to: . " ' ....

"Any commissioned or warrant officer performing'home'service not with troops
and recelving commutation of quarters or of subslstencea-for the period of serv-
ice as such."

During the period for which adjusted compensation 4s, payable under the act
the great majority of officers performing home service not with troops and re-
ceiving commutation of quarters were placed upon such duty by orders issued
under delegated authority and without reference to the War Department.
While the records of this office show the station and duties of each officer during
his entire period of service, the do not furnish information as to whether the
officer was receiving commutation of quarters while performing any particular
duty at any particular time, since the question of the payment of commutation
of quarters is dependent solely upon whether public, quarters are available and
furnished to an Individual. In view of this fact the information necessary to
make these deductions from the adjusted service credit of any office must be
obtained from his pay. vouchers, which are on. file In the War Department, Divi-
sion of the General Accounting Office. In order, then, to properly administrate
this provision of the act, itwill be necessary-for this office to refer to-the General
Accounting Office the application of each officer who. may be compensable under
the provisions of the act, and it will be necessary for the General Accounting
.Office to search each pay record of the individual and note on the application
blank any period that he may have received commutation' of quarters. The
delay caused by-'such a reference and search Is clearly evident and need not be
further discussed. The expense and labor entailed upon the General Account-
ing Office in making these transcripts will be considerable, and it is the opinion
of this office, concurred in by the Chief of Finance, and also by the Assistant
.Comptroller General of the United States, with whom the matter has been dis-
cussed informally, that the amount expended in furnishing the necessary informa-
tion will exceed that which will be saved if the provision remains in the act.

Also omit paragraph (a), section 203.

AMIINDMENT TO SECTION 805
* Following the word "credit," In line 9, add the following:

"no deductions being made from the adjusted service credit of any veteran for
any purpose, or on account of any overpayment or other erroneous payment
p reviously made In respect to the service of the veteran in the military or naval.
forces, except as provided In this act."
followed by present wording beginning with the word "and" at the end of line 9.

TO BE INCLUDED IN SECTION 701

Provided, That employees on the statutory roll of the Adjutant General's
office and the field roll of the finance department may be detailed on the work
provided for in this act and paid from this appropriation at salaries equal to
those which would be paid to new appointees for like work, and that an equal
number of employees may be temporarily employed to fill the vacancies on the
statutory and field rolls thus caused ana be paid from the funds appropriated
for statutory and field employees: Provided further, That all temporary employees
carrfird oh the statutory and field rolls shall -be held and considered, to be tem-
porary employees only, who shall be dropped at an time without regard to
civil service laws and regulations in order that the statutory and field employees
transferred to the temporary roll may be retransferred to the statutory and
field rolls in such grades as they would have held had they remained on the
statutory and field rolls
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For t.q adinistratioa ai, carrying into effect of the wovio of. this Aet
the President, in his discretion, may detail any officer or officers of the Army
for such duty regardless of any existing law prohibitory thereto.

ALiN PROP2TY CUSTODIAN, '
oWashington, March #7, 1994.Ron. D*vIn 1. WALSH, ..

United States ,enate, Washington, D. C.
DEAd 8SN4TOR: Thank you for the copy of your release on adjusted com-

pensati6n figures which you sent me.
I am taking the liberty of sending you a release of my own in answer to a

,challenge from some antibonus posts-In New York.
Sincerely yours, TOMAS.W. MILLER.

WASHINGTON, D. C., March 18. 1924.
From: Thomas W. Mille?.,
To: The commanders of the following posts in the New -York Departmeit of the

American Legion: Cannoheers Post, No. 22; City Club of New York Poat,
No. 244; George Carr Henry Post, No. 539; Larchmont Post, No. 347;
Philip S. McGovern Post, No. 345; John Purroy Mitchel Post, No. 20;
Leonard S. Morange Post, Bronxvlle, No. 464; Morningsde Post, No. 11;
Scarsdal6 Post; Squadron A, One hundred and fifth Machine Gun Battalion,
No. 372; William Bradford Turner, No. 265; Willard D. Straight Poet, No.
842; Union Post; No. 590.

GENTLEMEN:' I wish to acknowledge receipt of your letter of March 13, 1924,
written on the stationery of the City Club Post of New York, signed by the
commanders of 13 posts of the American Legion of New York, lqviting me to
discuss the question of adjusted compensation with Mr. George Brokaw Compton,
In order that'the situation may be clarified.

You also refdt to charges that facts and figures, bearing on the bonus cost, havebeen distorted. ' - I.. I'' '

In answer to this I will merely quote youi without comment, a few of the
official figures supplied the Congress by the Treasury Department for the guid-
ance of that body when considering what action to take upon adjusted com-
pensation legislation.

In his letter to the Hon. Joseph W. Fordney, chairman of the Committee on
Ways and Means of the House of Representativet, dated January 24, 1922, the
Secretary of the Treasury said in part as follows:

"I am glad in accordance with your request, to present the latest figures as
to the probable receipts and expenditures of the Government for the fiscal years
1922 and 1923. * •* * It appears from these statements that for 1922 the
Budget estimates indicate a deficit of over $24,000,000."

This quotation is taken from the hearing before the Committee on Ways and
Means of the House on H. R. 1, the soldiers' adjusted compensation bill, the
hearings taking place January 31 and February 1-7, 1922.

You may recall that the fiscal year 1922, ending June 30, 1922, showed a surplus
,of $313,000,000 or $337,000,000 more than the Treasury Department estimated.

In President Harding's veto message of September 19, 1922 (which is published
in the Congressional Record of that date, p. 13995), he states:

"The latest Budget figures for the current fiscal year show an estimated deficit
of more than $650,000,000 and a further deficit for the year succeeding, even
after counting upon all interest collections on foreign indebtedness which the
Government is likely to Teceive,"

Although- this statement ii carried in the President's veto message, it is known
that these figures for the Veto message were prepared under the Treasury's
direction As thefinancial department of the Government.

The fiscal year 1923 ended with a surplus of $309,000,000. The difference,
therefore, between the predicted deficit of $650,000,000 and the actual surplus
of $309,000,000 equals $959,000,000.

You Will note that in the quotation from the veto message in paragraph 2,
the language, "and a further deficit for the year succeeding." In submitting
the Budget to Congress last month, the Treasury estimated a surplus for the



ADwuPr G0Mn 'SAI0N ACT 61.

fiscal year 1924 a $329,000,000. Thitherefore,.ould shw Tt the Treas-
ury's prediction in the vto.nuagf the fDscL year eng une -,-,1924o
has ale ady been boosted 820000.

, Taking the apparent errors in the Treasury's pre tioinor the three fiscal
years, we have tnle following..
1922 -------- j ----------- .- ........ 7 -. .-- 7, , 00%,000
1923 ------------------ ------------------- ----------- '959, 000, 00(p
1924 -------------------------------------------- .29,000,00J

Total --------------------------------------------- 1, 626,00000
So much for the accuracy of the Treasury statements on the country's flnancil

ability to meet the cost of this measure. I will now supply you with the Treas-
ury estimates of the cost of the measure itself.

There are three separate estimates which I have in mind as follows: Senate
Report No. 756 of the Sixty-seventh Congress April 20, 1922, usually referred
to as the McCumber report; the figures used by the late President Harding in
his veto of September 19, 1922; and the figures used in Secretary Mellon's letter
of December 18, 1923, to Representative A. Piatt Andrew, of Massachusetts.
The Variation of these figures occurs partiodlarly during the first four years of
the operation of the proposed legislation, and in order to bring this to your
attention closely, I am submitting the costs shown in the three documents ia
parallel columns below as follows:

McCumber Veto m. "Lettr tr
report sage Andrew

pityw.............................................. $77,440,88M $14,000,000 $101, 729,007
BSnd year ...................................... 924,177,729 23500,000 111,835,7&

T9 year ......................................... 73,1%0962 .114,000,000 9,7,0
Fourthyear... ........ ...... 37..,5 30 60,155

TOW ......................................... 562 ,9494W 790000,000 1,027,285,56

These are the total costs for the years given. They are not subdivided into
the three options under the bill-the certificate option, the farm and home aid
option, and the vocational training option. It is of course necessary to assume
that a certain number of the veterans will select each of these three options
provided under the bil, and, in addition, it is necessary to assume that under each
option a certain definite number of payments will be made each year in order
to meet the proposed expenditures under each particular option. It is apparent
that the extreme variations in cost referred to have resulted from the use of
different assumptions by the Treasury Department at the various times it has
estimated the cost of the bill.

After Secretary Mellon had submitted the last set of figures to Mr. Andrew,
running approximately $2,000,000,000 higher than his previous estimates, the
Legion employed an actuary of high standing to compute the cost of the measure
and, if possible end the confusion which exists in the minds of the public and
the Congress which has resulted from the varying costs submitted by the Tress-
ury Department.The Lgin's actuary obtained from the War Depatment, the Navy Depart-

ment, and the Marine Corps the total number of veterans entitled to .the benefits
of the bi, together with the average number of days they had served at home
and overseas, amhore, and afloat during the period for which they would receive
credit for their services.
* The actuary then called upon the actuary for the Treasury Department who

had cel puted the cost measure to ascertain his basis of calculation. Tho
actuary dated thatthe chief cause for the great divergence in the three estimates
had been due to varying "assumptions" implied in the different calculations.
He 4M further that as the "assumptions" imptied in the last two estimates had
been directed by Mr. Winston, the Undersecretary of the Treasury, that he would
prefer to have the latter give his information to the Legion.
I am informed tht the Legion's actuary thereupon called upon Mr. Winston

and asked him for information concerning the maniumptions" which he had
directed the actuary of the Treasury Department to use in his calculations and
explained that this information would materially aid the Legion in arriving at
the true facts,
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1 am informed that Mr. Winston declined to supply the re~dested'information
regarding the" aisumptions" he had directed the actuary to ;e in the official
calculations of the cost of the bill. 1 , ' . . : ... ..

The Legion then conducted a nation-wide poll of more than 10,000 veterans,
representing all walks of life, to ascertain what proportions would choose the
various options and what percentage of those choosing life insurance proposed
to borrow money on their certificates.

The poll showed the following results: P cPer cent
Vocational education ---------------------------------------------- 4,
Farm or home aid -------------------------------------------------- 30
Life insurance ----------------------------------------------------- 66

Only 11 per cent of those choosing life insurance stated that it was for the
purpose of borrowing money on these certificates.

Using this poll as a basis, the Legion's actuary then calculated the cost of the
measure as follows:
1925 ----------------------------------------------------- $139, 749, 000
1926 --------- --------------------.. ---------------------... 127,
1927 ------------------------------------------------------ 12 93 9, 000
1928 ----- ---- ------------------------------------ 156, 492, 000

In addition to this he calculated that a total cost of the measure would be
$3,084,776,000. This is $2,000,000,000 less than the $5,085 833,687 estimated
as the cost by Secretary Mellon to Congressman Andrew and nearly $8,000,000
less than the $3,846,000,000 cost estimated by the Treasury actuary for the
Senate Finance Committee in 1922.

As you have doubtless heard, certain opponents to this Lt,4on have attempted
to crystallize anticompensation sentiment among veterans by making financial
contributions to an organization known as the Ex-Service Men's Anti-Bonus
League. Mr. Allen, the league's organizer, testified this month before the Ways
and Means Committee of the House of Representatives. He stated he had
founded the league in the belief that a large number of ex-service men were sin-
cerely opposed to the principle of adjusted compensation, but that after 14
months as the native head of the league he had come to the conclusion that
such was not the case. He stated that through the expenditure of $70,090 in a
membership campaign-this money having been contributed by nonservice men
opposed to the measure-that only a few more than 400 ex-service men had paid
their dollar direct for membership in the league. He stated, further, that there
were a thousand membership in addition to this but that their membership fees
had either been paid by someone else or stood upon the books as unpaid, and
that approximately 80 per cent of that membership was men wh served as
officers, although it was intended in organizing and founding the league to make
it one expressive of the sentiments of the men who served in the ranks.

So much for outside efforts to heavily subsidize and actively organize anti-
compensation sentiment among the veterans themselves.

With regard to your assertion that the membership in the Legion has been
dwindling, please be advised that our organization contains a total paid-up mem-
bership last year of 665,762, which represents a strong, cohesive set of men from
within the ranks of the ex-service men. I am glad that the membership of your
post has seen fit to remain within the Legion and do their fighting within our
ranks rather than hurl bricks from the outside, as a very few have seen fit to do.

I wish, however, to assure you that I appreciate your Invitation and the thought
which prompted it. The Legion has always known that some of its members
were opposed to legislation of this character, and from my own viewpoint, at
least, has had no more quarrel over this difference of opinion than in other differ-
ences concerning policy which have continually arisen since the formation of the
Legion.you know, the Legion, as a national organization, has been committed to

adjusted-compensation legislation for more than four years. Since it first
adopted this policy there have been four national conventions with their pre-
ceding department conventions, viz, Cleveland, Kansas City, INew Orleans, and
San Francisco. There has been ample opportunity for each department to
determine its attitude on this measure, as for four successive years the depart-ments have elected their delegates to the national conventions, and in electing
them have specifically ins truce them affirmatively on this question.

As I see it, the time to debate this subject within the Legion is prior to the
department conventions, as at that time each department is seeking to ascertain
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the attitude of its members, so that a policy may be determined for the ensuing
year. At such time joint debates by legionnaires might tend to clarify a par-
ticular situation and aid in arriving at the policy to be followed later.

The policy of continuing the adjusted-compensation fight for the present year
was unanimously voted by the nearly 1,000 delegates to the San Francisco con-
vention-previo1sly instructed at their department conventions-and Com-
mander Quinn was instructed to push the measure at the present session of
Congress. This position was affirmed by the national executive committee of
the Legion governing body between conventions, at its meeting in January, 1924.

Therefore I can not see how the attitude of the Legion can be clarified at the
present time by the discussion you suggest, as its attitude for the year has already
been officially determined, and in accordance with this, its mandate has been
given to its national officers. They, and they alone, have the authority to speak
or the Legion on this subject.

To discuss it further at the present time within the ranks of the Legion itself
could serve no useful purpose from a Legion viewpoint, as the Legion's attitude
has already been determined.

Let me reiterate that I appreciate and understand the spirit in which your
letter was written. I am,

Respectfully yours, for the American Legion, THOMAS W. MILLER.

P. S.-As I am signing this letter information- has been brought to me that
the adjusted compensation measure has passed the House of Representatives by
a vote of 355 to 54, which is an increasing majority voted by the Representatives
of the people in favor of this measure.

(Whereupon, at 11.15 o'clock a. m., the committee adjourned to
meet to-morrow, Friday, March 28, 1924, at 10 o'clock a. m.)





SATURDAY, MARCH 29, 1924

UNITED STATES SENATE,
COMmITTEE ON FINANCE,

Waahington, D. 0.
The committee met, pursuant to adjournment, in room 312, Senate

Office Building, at 10 o'clock a. in., Hon. Reed Smoot (chairman)
presiding.

Present: Senators Smoot, McLean, Curtis, Watson, Jones of New
Mexico, Reed of Missouri, Walsh of Massachusetts, and Harrison.

The CHAIRMAN. Brig. Gen. Rufus H. Lane, adjutant and inspector,
United States Marine Corps, reports to the committee as follows:

HEADQUARTERS UNITED STATES MARINE CORPS,
Washington, March 28, 1924.

SIR: I have the honor to inclose herewith a memorandum showing the esti-
mated cost of the bonus as proposed by the bill H. R. 7959 on account of officers
and enlisted men of the United States Marine Corps.

These figures will be found slightly at variance with those given to the com
mittee yesterday, which is explained by the fact that the latter were compiled
in 1922 under the provisions of the Fordney bill, which differed in some respects
from the bill now pending.

Very respectfully, Ruvus H. LANE,

Brigadier General, Adjutant and Inspector,

Hon. REED SMOOT, United States Marnne Corps.

Chairman Committee on Finance,
I United States Senate.

Shall I read the estimates?
Senator WATSON. Yes.
Senator JONES of New Mexico. We are not going to do anything

with it now, and I think all of that should be printed.
The CHAIRMAN. We are gog to pit it.
Senator JONES of New Mexico. Why not get it printed before we

consider it?
The CHAIRMAN. Then, at this point, if the committee does not

wish it read at this time, I ask that that report be printed in the
record at this place.

HEADQUARTERS UNITED STATES MARINE CoRPS,
Washington, March -91, 1924.

My DEAR SENATOR SMOOT: I have the honor to inclose herewith a mem-
randuni supplementary to the statement furnished the committee, showing the
additional cost of the bonus for members of the United States Marine Corps
if the period during which adjusted service credit shall be computed is extended
to include the months of July, August, September, and October, 1919; also
a statement of the cost of the bonus for female marines.

lam also inclosing a revision of the statement submitted March 28, the ma-
rines serving on board ship having been inadvertently shown as on home service
instead of on oversea service in the original statement.

Very respectfully, Rurus H. LANE,

Brigadier General, Adjutant and Inspector,
United States Marine Corps.Hon. REED SMOOT,

Chairman Senate Finance Committee,
United States Senate.
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HEADQUARTERS UNITED STATES MARINE CORPs,
Washington, March 28, 194.

Estimate of cost of providing bonus for members of Marine Corps under World War
adjusted compensation act (H. R. 7959)

1. Number of veterans entitled to credit:
Total number of commissioned officers, warrant officers,

enlisted men, and female reservists in the Marine Corps,
National Naval Volunteers (Marine Corps Branch), and
Marine Corps Reserve after Apr. 5, 1917, and before July
1, 1919 ------------------------------------------- 9. 138

Not included in term "veteran" under sec. 2 (a)-
(1) Separated under other than honorable con-

ditions ------------------------------ 1, 645
(2) Conscientious objectors ------------------- 0
(3) Discharged because of alienage ------------ 0. 1, 645

Total Marine Corps veterans --------------------- 93, 493
Not entitled to adjusted service credit under see. 302-

(a) Above grade of captain ------------------ 325
(b) Held-permanent commission or warrant .... 555
(c) Female marines ----------------------- 313
(d) Entered after Nov. 11, 1918 ------------- 6, 724
(e) Officers receiving commutation of quarters

or subsistence ------------------------ 176
(f) Member of Public Health Service ---------- 0
(g) Granted farm or industrial furlough --------- 1

Detailed for work on roads --------------- 0
8,094

Veterans entitled to credit ------------------.-- 85, 399

2, Amount of adjusted service credit:
Average service credit, in excess of 60 days, for each vet-

eran ---------------------------------------- days..- 380

Total man-days (85,399X380) ------------------------- 32, 451, 620
Excess man-days of those with more than maxi-

mum service for credit under sec. 201 ------- 2, 589, 730
Days A. W. 0. L., in confinement and lost due to

misconduct ------------------------------ 410,270 3, 000,00

Total service in days for computing credit ---------- 29, 451, 620

Oversea service, 42.5 per cent, or 12,539,656, at $1.25-.. $15, 674, 570
Home service, 57.5 per cent, or 16,911,964, at $1 ---------- 16, 911, 964

Total credit ----------------------------------- 32, 586, 534

3. Cost of service credit:
Adjusted service pay to 956 veterans whose adjusted service

credit is $50 or less, and whose total service, in excess of 60
days each, is 24,791 days (home service, at $1 per day)-.

Adjusted service certificates for 84,443 veterans-
Total credit ---------------------- $32, 586, 534

Less adjusted service pay -------------- 24, 791

32, 561,743
Increase of 25 per cent under sec. 501.... 8, 140, 435

24, 791

40, 702, 178

Total to veterans ------------------------------ 40, 726, 969
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4. Coat of administration at Marine Corps headquarters:
Pay of 60 clerks for average of 6 months--

36 in Grade II at $1,320 ---------- $23, 760
20 in Grade III, at $1,500 --------- 15, 000
4 in rade IV, at $1,680 ------------ 3,360

$42, 120
Furniture, stationery, supplies, and print-

ing-
Desks and chairs ----------------- 3,420
Typewriters --------------------- 2,800
Printing and stationery including

application banks, certificates, let-
terheads, envelopes, etc ---------- , 780 8, 000

Total cost of administration ---------------------- $50, 120

a.' Total cost of bonus to Marine Corps veterans, and of adminls-
tration at Marine Corps headquarters --------------------- 40, 777, 089

Average cost of bonus to marines, period April 5, 1917, to July 1, 1919

Average

Dollars Men cost per
man

Csh.................................................... 24,791 956 $26. 98
Certificates ......................................................... 40,702178 84,443 482.01

Total .................................... 40,726,969 85,399 476.90
Administration:

Clerks .......................................................... 421 85, 899 .49
Printing and supplies .......................................... 000 85, 390 .09

Total ..................................... ......... 4%777,089 85,8991 47__ .48

HEADQUARTERS UNITED STATES MARINE CORPS,
Washington, March *9, 1924.

Supplementary estimate of cost of providing bonus for members of Marine Corps
under World War adjusted compensation act (H. R. 7959)

If the period during which adjusted service credit shall be computed is extended
to include the months of July, August, September, and October, 1919:
1. Number of veterans entitled to credit ----------------------- 85, 399
2. Amount of adjusted service credit:

Average service credit in excess of 60 days for each
veteran ----------------------------------- days..- 406

Total man-days ------------------------------------- 34, 732, 404
Excess man-days of those with more than

maximum service for credit under sec. 201.... 3, 884, 695
Days A. W. 0. L., in confinement and lost due

to misconduct ----------------------------- 445, 305
4, 330, 000

Total service in days for computing credit ---------- 30, 402, 404

Oversea service, 41.5 per cent, or 12,647,356 days, at $1.25- - $15, 809, 195
Home service, 58.5 per cent, or 17,755,058 days, at $1 --- 17, 755, 058

Total credit ----------------------------------- 33, 564, 253
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8. Cost of service credit:
Adjusted service pay ---------------------------------- $24, 791
Adjusted service certificates-

Total credit ------------------------- $33,64,253
Less adjusted service pay-. ------------- 24, 791

33, 39, 462
Increase of 25 per cent under see. 501.. 8, 384, 865 41, 924, 327

Total ---------------------------------- 41,949,118
4. Cost of administration at Marine Corps headquarters-......... 50, 120

5. Total cost of bonus to Marine Corps veterans and of adminis-
tration at Marine Corps headquarters ------------------- 41, 999, 238

Statement of Mar. 28 ------------------------------------ 40, 777, 0R9

Increase for 4 months' period ---------------------- 1, 222, 149

HEADQUARTERS UNITED STATES MARINE CORPS,
Washington, March 81, 1924.

Estimate of cost of providing bo tus for female marines in Marine Corps Reserve
under World War adjusted compensation act (H. R. 7959), if amended

1. Number of veterans entitled to credit:
Total number of female mariner in the Marine Corps Reserve

after Apr. 6 t917, and before July 1, 1919 ---------------- 313
Entered after kov. 1, 1918 --------------------------- 38
Served less than 60 days ------------------------------ 13

Total veterans ------------------------------------ 262
2. Amount of adjusted service credit:

Average service credit, in excess of 60 days, for each veteran,
days ------------------------------------------------- 193

Total man days (262X193) ------------------------------- 50, 664
Absences ----------------------------------------------- 0

Total service in days for computing credit ------------ 5 -50,664
Home service, 50,664 days, at $1 -------------------- $50, 664

3. Cost of credit:
Adjusted service pay to 5 veterans whose adjusted service credit

is $50 or less and whose total service in excess of 60 days each
is 162 days (home service at $1 pdr day) -------------------- 162

Adjusted service certificates for 257 veterans:
Total credit ------------------ e--------------- $50, 664
Less adjusted service pay ------------------------ 162

Total ------------------------------- 50 502
Increase of 25 per cent under sec. 501--------------1, 625 63, 127

4. Cost of administration:
Clerical force, printing, stationery, etc., 262 veterans, at $0.58

each ----------------------------------------------- 152

5. Total cost of bonus to female marines and of administration at
Marine Corps headquarters ------------------------------- 63, 279

Increased cost If months of July, August, September, and October,
1919, are included ---------------------------------------- 7, 696

Total ------------------------------------------------ 70,975

Ruvus H. LANE,
Brigadier General, Adjutant and Inspector.
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The 275 female marines entitled to credit for bonus purposes served at the
following places:

Headquarters Marine Corps, Washington, D. C --------------------- 181
Staff officers, etc., outside of Washington ---------------------------- 29
Recruiting stations ----------------------------------------------- 65

Total ----------------------------------------------------- 275

They were enlisted as privates, and some of them were promoted to the grades
of private, first class, corporal, and sergeant. They performed the same duties
as enlisted men who served at the same places and received the same pay. The
pay of the grades named, plus $83.40 per month for commuted allowances, was
as follows:
Private ------------------------------------------------------- $113.40
Private, first class ---------------------------------------------- 116. 40
Corporal .----------------------------------------------------- 119. 40
Sergeant -----------------------.---------------------------- 121. 40

The average pay of the 275 female marines was $117 per month.
RUFUs H. LANE,

Brigadier General. Adjutant and In8pector.

* Senator JoNEs of New Mexico. Suppose we have all these reports
printed together in a separate pamphlet?

Senator-WALSH of Massachusetts. That was agreed to the other

d senator CuRTIs. Are there any questions that any member desires
to ask General Lane?

Senator WALSH of Massachusetts. What do the figures show?
The Ca mmAN. The total cost of bonus to Marine Corps veterans

and of administration at Marine Corps headquarters is $40,226,976.
A letter from Capt. A. E. Watson, of the Navy Department,

Bureau of Navigation, dated March 29, 1924, gives the cost to the
Navy Department. The total is $214,824,510.50. That will be
printed in the record at this point.

NAVY DEPARTMENT,
BUREAU oF NAVIGATION,

Washington, D. C., March R9, 1924.
MY DEAR MR. CHAIRMAN: In compliance with your request, there is inclosed

herewith an estimate of the cost of the adjusted compensation for veterans of
the World War, for the United States -Navy, under the provisions of H. R. 7959,
together with the estimate for necessary clerical assistance and contingent
expenses.Sincerely yours, A. T. Lovu, Chief of Bureau.

A. E. WATSON, by direction.
CHAIRMAN COMMIE ON Fie NANCe,United ,States Snate.
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Average age (July 1, 1919) ..........................................

Total who served ....................................................Deductions .........................................................

Total entitled to adjusted service credit .......................

Average days for adjusted credit ....................................
Man.days for adjusted credit .......................................
Home service (man-days) ...........................................
Overseas (man-days) ...............................................

Oflcera
permanent

and
temporary

31

officers
r ervo
force

30

Enlisted

Enlisted
men

12,844 84,771 551,738
8,635 10,821 31,814

5,90 23,950 519,922

440 329 342
2,599,980 7,87.850 177,813,324
1.557,600 4,727, 729 M0,015,96
1,04Z360 3,1.51.821 97,797,328

Home service, at $1 per day ....................................... $1,557,600 $4 727,729 85, 018, 99OverseU, at $1.25 per day ............................... 1,302,940 3,939,776 122,246,660

Total ......................................................... 2,860, 40 8, 67, W5 202,262, 66

Total (adjusted compensation) ....................--. --.-........................... $213, 790,701.00
Clerical hire and contingent expenses (Bureau of Navigation) ..... : ..................... 803,809.50
Expenses for administering cash payment (Bureau of Supplies and Accounts) ........... . 20,000. 00

Grand total (Navy) ................................................................ 214,824,510.50

Annual rate, Bureau of Navigation derical hire

I special expert (civilian not subject to civil-service laws) ----------- $6, 000
1 chief clerk (salary to be temporarily increased out of this appropriation

at the rate of $1,000 per annum in addition to regular salary paid out
of regular clerical appropriation -------------------------- ------ 1, (W}0

I chief of division (salary -to be temporarily increased out of this appro-
pilation at the rate of $750 per annum In addition to regular salary

* paid out of the regular clerical appropriation) --------------------- 750
2 chiefs of divisions, at $500 (salaries to be temporarily increased out of

this appropriation at the rate of $500 per annum, in addition to regular
salary paid out of the regular clerical appropriation) ---------------- 1,000

I chief of division (salary to be temporarily increased out of this appro-
priation at the rate of $250 per annum, in addition to regular salary
paid out of the regular clerical appropriation) ---------------------- 250

Grade

4 ........................................
2 ....................... .............
2.............. . .................
2 ........ ........................
2.........................................
2 ..... ..............................

........................................
I............... ....................
.o........................................4 custodian .................................

Number Designation

5 Supervisors .............

3 Stenographer and typist.....
5 Clerk, typists ...............

18 Correspondence clerks .......
9 Verifiers .....................

60 Typists .....................
51 Record and file clerks .......
2 Mail clerks ..................
3 Messengers ..................

,60

Entrance
salary
under

classifies.
tion

$1,680
1,320
1, 320
1,320
1,320
1,320
1,140
1,140
1,140
1,020

Atnount

$8,400124,080
3,960
f8 600

23,780
11,88

5000
5It14
2280

3,080
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Clerks of present foree to be transferred to bonus ;,ork

Present S alary
* Grade Number lDesignation In oleslflc Amount

bonus tion

3 ................... I Supervisor .............................. $1,440 $1,80 $1,500
3 ................... Ap ton clerk ..................... 1. 4 1,800
2 ................... 4 Verifier s...........................,440 1,440 750
2 ............ .... do............................ ,340 1,380: 11,040
2...............3- ....... ,240 1320 3,0
2 ................... El- do...................... 1,140 I'20 7,020

2631 Annual total for clerical hire ...................... 33P ,40

It is estimated that this number represents the maximum clerical force required
at any one time and It is estimated that double this amount would cover the total
expense for clerical hire to carry out the provisions of the act-or $779,680.

Contingent expenses, Bureau of Navigation

Desks and typewriter stands ----------------------------------- $2, 256. 75
Typewriter chairs ---------------------------------------------- 1,910. 00
Bentwood chairs ---------------------------------------------- 258. 75
Typewriters ------------------------------------------------ 5,250.00
Costumers -----------------------------------------------..- 704.00
Printing ----------------------------------------------------- 9,000.00
Stationery and supplies --------------------------------------- 4, 000. 00
Miscellaneous ------------------------------------------------- 750. 00

Total ------------..................--------------- 24, 129.560

Expenses for administering cash payment, Bureau, of Suppliex and Accounts

Maximum required ------------------------------------------ ' $230, 000

Sena.tor WATSON. Does that give the cost of administration, tooI
The CHAIRMAN. That includes the cost of administration. The

total adjusted compensation is $213,790,701.
There is also a letter from the War Department, dated March

29, 1924, signed by Maj. John N. Smith, jr., Adjutant General's
department. I will ask that that letter be printed, because in it
are some explanations.

Senator JONES of New Mexico. All of those letters ought to be
printed with the data furnished.

The CHAIRMAN. They will be.
Senator WALSH of Massachusetts. Did the committee send for

the information in these letters?
Th6 CHAIRMAN. Tt did.

WAR DEPARTMENT,
THE ADJUTANT GENERAL'S OFFICE

Washington, March ,9, 1924.
CIA1RMA-." FINANCE COMMITTEE, United States Senate.

DEAR SIR: In conformity with the wish of the Finance Committee of the
Senate, there is transmitted herewith a table containing information upon which
may be based the cost of adjusted compensation to veterans of the World War
who served in the Army. This table is supplementary to the statement made
by me before the committee on March 27, 1924.

' Will be reduced by $30,000, should it not be necessary to ascertain possible offsets due to clerical errors,
o misinterpretation or misapplication of law, which would make inquiries of the General Accounting
omce and reaudit of retainer pay accounts In the light of recent decisions a prerequisite to disbursement.

Will be further reduced by $100,000 should it not be necessary to recompute retainer pay accounts under
the light of recent decisions and certify the result of such computations to the United States Veterans'
Bureau for consideration in Issuing adjusted service certificates.
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The figures in the cases of the total number of men who actually served in the
Army, those who served overseas, and those who served at home, are the result
of an actual count made at the time of the preparation of the statement of service
cards furnished the adjutants general of the several States. The figures with
regard to the average number of days of service, those relative to the percentage
of men who served itot more than 60 days, those who served more than 60 days
but less than 111 days, and those who served more than 110 days, were obtained
in each case bv an estimate based upon a study of 400 individual records picked
at random from the files in the World War Division of The Adjutant General's
office.

According to the most reliable data yet compiled, which consists of estimates
in some cases and figures based on actual count in others, approximately 1,000,000
individuals in addition to the 4,050,703 given in the attached estimate were
either actually or constructively in the military service during the period of
active hostilities, but were not included in the attached table because they are
excluded by the proposed law from participation in the benefits conferred.

These 1,000,000 individuals include persons discharged from the draft on
account of physical defects, draft deserters, men discharged from draft because
of its cancellation, members of the Students' Army Training Corps, members
of the Reserve Officers' Training Corps, the Philippine Constabulary, and members
of other similar classes or organizations. In view of the fact that undoubtedly
most of these men will nevertheless make application for compensation and
these cases will of necessity have to be adjudicated, they were included in the
estimate of the cost of administration of the act submitted in the statement
made to the committee on March 27, 1924.

The figures contained In the attached table are based upon the provisions of
H. R. 7959.

JOHN N. SMITH, Jr.,
Major, Adjutant General's Department.

Estimates pertaining to the cost of adjusted compensation of veterans of the Army

1. Number of men finally accepted and who performed actual
military service ----------------------------------------- 4,051,606

2. Number of men who performed both home and overseas service.. - 2,057,907
3. Number of men.who performed domestic service only --------- 1, 993, 699
4. Average number of days per man of overseas service, of those

men who served both overseas and at home ----------------- 312
5. Average number of days per man of home service of those men
6 who served both overseas and at home ---------------------- 174

.6. Average number of days per man of service of those men who
served at home only- ---------------------------------- 228

7. Average number of days per man of service of those men who
served more than 60 days but less than 111 days ------------ 84

8. Percentage of men who performed domestic service only who
served 60 days or less (all men serving overseas served more
than 60 days) ----------------------------------------- 8. 5

9. Percentage of men who performed domestic service only who
served more than 60 days and less than 111 days (all men
serving overseas served more than 111 days) ------------- _ .. 14

10. Number of men performing o'ersea service but excluded from
benefits of act by provisions thereof ----------------------- 115, 274

11. Number of men performing home service only but excluded from
benefits of act by provisions thereof ------------------------ 404, 22

12. Number of men who will receive cash payment (the average
length of service per man in this class is 84 days home service,
as indicated in item 7 above) ----------------------------- 279, 117

13. Number of men with home service only who will receive adjusted
service certificates (the average length of service per man in

* this class is 228 days home service as indicated in item 6 above)- 1, 309, 760
14. Number of men with both home and oversea service who will

receive adjusted service certificates (the aVerage length of
service per man in this class is 486 days; figured on the basis
of an average per man at 312 days oversea service and 174
days home service, as indicated in items 4 and 5 above) ...... 1,942,633
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NoTr.-l. The figures with regard to average number of days of service for
the different classes are the average of total service; the 60 days excluded by
the provisions of the act have not been deducted from such averages.

2. There is no information available in the War Department showing the
number of veterans who have died since separation fromservice.

3. The cost of the administration of the provisions of the act, in so far asThe Adjutant General's office and the office of the Chief of Finance are con-
cerned, was given at the hearing of March 27, 1924.

MARCH 29, 1924.
The CHAIRMAN. I will state that in the War Department the

information here gives the estimates pertaining to the cost of the
adjusted compensation of veterans of the Army. But you have no
total cost here, Major Smith.

Major SMITH. The average number of days that they served in
each class is stated.

The CHAIRMAN. We will figure 6ut what it is.
Senator JONES of New Mexico. I should just like to ask the gentle-

men if any one of them desires to say anything further in explanation
of or in connection with the subject treated?

General LANE. I think the figures there are complete, as far as we
are able to give them.

Major SM1ITH. One of the Senators the other day asked me to figure
out the number of men who served in the front lines overseas. The
figures are 1,390,000; 2,041,000 men served overseas, and 1,390,000
in the Army reached the front line. In other words, approximately
two out of every three reached the front line.

The CHAIRMAN. Do you mean of the Army?
Major SmTH. Yes, sir. I think Senator King asked me that

question.
Senator MCLEAN. Why not have that statement completed as

bearing on the House billZ?
The CHAIRMAN. Do you mean the total cost? Can you complete

that?
Major SMITH. Yes, sir. Senator, with regard to the cost of the

insurance policies; that is, the adjusted service certificates, I did not
know whether the Veterans' Bureau would compute that part of it
or not. I have computed the dollars and the days. Of course, the
cost of the insurance feature of the bill I could figure to the best of
my ability.

The CHAIRMAN. You can figure it the same way the others are
figured.

Senator JONES of New Mexico. We will get these all printed and
then we will have the different actuaries figure them up.

Senator WATSON. Major Smith, you are proposing there an amend-
ment, or Mr. Taylor is, that no deduction s all ble made from the
enlisted service printed of any veteran for any purpose. Would that
make any difference in the cost?

Major SMITH. Yes, sir; it does materially to the finance department.
Senator WATSON. You could not well determine, then, what the

cost will be until we know what we are going to put in the bill?
Major SMITH. That figure, I think, was presented in the testimony

the other day by Major Boschen. I think when he spoke at that
time he had the figure here. I think it was somewhere around
$300,000.

93831-24----5
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The CHAIRMAN. There is one other question that I wanted to ask.
Can you tell me how many yeomanettes and marinettes there were
in the Army ? ..

Major SMITH. We had none. We had some that were field clerks,
but the yeomanettes were in the Navy.

The CHAIRMAN. Captain Watson, can you tell me how many
there were in the Navy?

Captain WATSON. How many what?
The CH1AIRMAN. Yeomanettes and marinettes.
Captain WATSON. Eleven thousand eight hundred and eighty.
General LANE. Three hundred and thirteen is the total number in

the Marine Corps, and the average (cost would be $300, the total
being $93,900.

Senator McLEAN. They were stenographers?
General LANE. They were stenographers mostly.
Senator MCLEAN. What salary did they draw?
Captain WATSON. They drew salaries corresponding with those in

the Navv. They were regularly enlisted in the Navy, and they
came under the regular Navy.

The CHAIIMAN. %What was the average pity'?
Captain WATSON. At that time?
The CHAIRMAN. Yes.
Captain W ATSON. I would not like to say, sir. I imagine, with the

increase they got during the war, the average might be about 855,
but that is a very rough guess.

The CHAIRM1AN. I was told that it was $83. That is the reason I
asked you the question.

Captain WATSON. If you care to have it, I will get you the exact
figure.

The CHAIRMAN. You had better do that and send it up by letter.
Do you remember the salary, General Lane?

General LANE. No, sir. It can be taken from the record.
The CHAIRMAN. Send that up, please.
General LANE. I want to say that the total cost for the Sfarine

Corps, and Captain Watson tells me the same is true for the Navy,
is based upon the $1.25, as if we were taking the cash in by insurance.

The CiAIRMIAN. That is simply as if you were going to pay the
cash right out?

General LANE. Yes, sir.
Senator JONES of New Mexico. oI should like to hear from some one

what difference it would make if we were to extend that period from
July, 1919, to the 1st of, October '1919.

I happen to know that some of the soldiers were kept in the service
after July, 1919, and they made every effort to get out of the service.
One of my own clerks was in just that position. Of course, as soon
as the war ended he wanted to come back. He was over in Germany.
I tried to get him back; I wanted him in my office; but Jie could not
get relieved until the latter part of September, if I remember rightly,
and there were a number of others in the same position. It seems
that an order was issued to discharge .these men in the latter part of
June or the first of July, but itwas not carried out as to all of them.
Reenlistments were invited, as I understand it. Some of them did
reenlist, but a considerable number wanted to get their discharges
and they did not got those discharges; they were kept there. Now, I
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think those people are entitled to just as much consideration, serving
after the Ist of July, as they were when serving before the 1st o
July. My recollection is that it would affect something like 20,000
in the Army.

Mr. TAYLOR. I might clear that up by asking Major Smith a
question. The man-da s you submitted, Major, total the number
of man-days

Major SMITH. Up to and including July 1, 1919. I cut it off
right there.

Senator JoNEs of New Mexico. I think that calculation ought to
be extended. For one, I am going to favor extending the days to
those people up to the maximum who remained in the service and
were unable to get out of the service.

Senator WALSH of Massachusetts. You would not increase the
maximum of payment?

Senator JONES of New Mexico. No.
Senator WALSH of Massachusetts. But if somebody went in in

October of 1918 and remained after July, 1919, you would extend
the period of man-days to them?
. Senator JoNns of New Mexico. Whatever time was up to the

maximum we allowed.
The CHAIRMAN. ir. McCoy just advises me that it would make

a difference of eight days on the average. Mr. McCoy, do you mean
for the whole Army?

Mr. McCoy. Yes, sir.
The CHAIRMAN. Is that all? I should not think it would be that

much.
Mr. TAYLOR. I do not see how it could be.
The CHAIRMAN. I do not see how it could be, but there seems to

be a great many of them that remained there.
Major SmiTH. The first instructions were that all men returning

from overseas would be immediately discharged upon arrival, those
that desired to be discharged, that is. With regard to the home
service men, the men who-had only home service, the first instruc-
tions with regard to demobilization were that men who were needed
on farms or in their business that they left, or who had dependents,
would be discharged; and the system was that until they could recruit
to get sufficient men into the Army to take care of the men who
were wounded, men who were in the hospitals, etc., that they grad-
ually release these men. Senator Jones mentioned the order. The
first order for general demobilization was issued September 1, 1919,
but the greater portion of the Army had been demobilized up through
Jul but these men were held in the service until they could get
sufficient to take .the place of the men who were being discharged
and take care of the numerous hospitals, etc.

* Mr. TAYLOR. How many men do you think we had overseas
between July 1, 1919, and September 20, 1919? That is two months
.ind a half.

Major S3MITIL. The peak of the return of soldiers from overseas
was in April and May, 1919. A great bulk had returned by July 1.

Mr. TALYLOR. I do not think we had 200,000 over there during
those months. I do not see how it could be an increase of eight days.
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Senator JoNpS of New Mexico. Whatever it is'it seems to me it ii
entitled to just as much consideration 0 any other. I should like
information along that point.

Major SMiTe. Mr. Chairman, I would like to put this statement in
the record: The number of men who died in service overseas was
77,530. • : I

Senator CuRns. That is in the Army?
Major S.NUTn. In the Army; yes, sir. The number who died in

service at home was 42,120; making a total of 119,659 men who died
while in the service.
SSen.tor McL, AN. Those in the marine service would bring it up to
180,000.

Senator WATSON. How many died as a result of service I
Major SmiTH. We have no figures after the men had been separated

from the service. I presume the Veterans' Bureau can give more
accurate estimate on that.

Senator JoNEs of New Mexico. I wish all three of the branches
of the service would give us estimates as to the number of people
involved in the period after July 1 up to the end of October.
. (Thereupon, at 11 o'clock a: m., the committee proceeded to the
consideration of other business.)

NAvY DEPARTMENT,
BUREAU OF NAVIGATION,

Washington, D. C., March 81, 1924.
My DEAR SENATOR SMOOT: The following is the estimated Increased adjusted

service credit for the Navy, if the limiting date of June 30, 1919, is extended to
Include October 31, 1919:
Officers Regular Navy ---------------------------------------- $22, 155
Officers reserve force ----------------------------------------- - 467, 823
Enlisted men ----------------------------------------------- 17, 150,927

Total -------------------------------------------------- 17,640,905
The difference in proportion is accounted for by the argument that the officers

had on the average more nearly completed "the 560 day limit on June 30, 1919,
than the enlisted men; therefore the added days make very little difference.Very respectfully, A. T. LONG, Chief of Bureau.

C. B. HATCH,
(For Captain Watson, by direction.)

Senator REED SMOOT,
Chairman Finance Committee

United Wtates Senate.

WAR DEPARTMENT,
THE ADJUTANT GENERAL'S OFFICE,

Washington, March 81, 1924.
CHAIRMAN FINANCE COMMITTEE,

United States Senate.
DEAR SIR: In accordance with the request of the Finance Committee of the

United States Senate, there is transmitted herewith a table showing the esti-
mated number of man-days so far as the Army is concerned that will be added,
provided the present limiting date for adjusted compensation is extended from
July 1, 1919, to October 1, 1919.

The estimate as to the total number of added man-days, both home and over-
sea, was obtained by multi plying the figure as to the number of discharges each
week as shown by the weekly demobilization reports, by the number of days of
added service beyond July 1, 1919, and adding thereto the number of man-days
(92) credited to each of those men who yet remained In the service on October 1,
1919.
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The estimate as to the number of added man-days of overseas service was
obtained by multiplying the figure as to the number of men arriving In the
United States from overseas service during the period July 1 to October 1 1919
as shown by the passenger lists of the transports, by the number of days of
added service beyond July 1, 1919. In this connection it is stated that under
the policy of the War Department In effect at that time all emergency men
returning from abroad were discharged immediately upop arrival or shortly
thereafter. A percentage of 5 per cent was deducted from the figure obtained to
represent the added service of those Individuals of the permanent establishment
who were not so discharged upon their return to the United States.

The estimate as to the number of added man-days of home service was obtained
by subtracting the number of added man-days of oversea service from the total
number of man-days of both overseas and home service.

Very respectfully, RoBERT C. DAVIS

The Adjutant a.Aerda.
Estimate of added number of man-days for home and oversea service between July 1,

1919, and October 1, 1819

1. Number of added man-days for both home and overseas service
. between July I and Oct. 1, 1919 ------------------------ 25,242,880

2. Number of added man-days of overseas service only for men
arriving In United States from overseas between Jnly 1 and
Oct. 1, 1919 -------------------------------------------- 12,877,259

3. Number of added man-days bf home service only betwroen July 1
and Oct. 1, 1919 --------------------------------------- 12,865,121
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