PAYMENT OF
ADJUSTED-SERVICE CERTIFICATES

HEARINGS

BEFCARE THE

COMMITTEE ON FINANCE
UNITED STATES SENATE

SEVENTY-FOURTH CONGRESS
FIRST SESSION

oN

H.R |, H. R. 3896, S. 2605

AND OTHER BILLR RELATING TO PAYMENT OF
ADJUSTED-SERVICE CERTIFICATES

APRIL 22, 23, and 24, 1935

Printed for the use of the Committee on Finance

&

UNITED STATES
GOVERNMENT PRINTING OFFICE
130434 WASHINGTON : 1988



COMMITTEE ON FINANCE

PAT HARRISON, Mis

WILLTAM H. KING, Utah

WALTER F. GEORGE, Georgia
DAVID I. WALSH, Massachusetts
ALBEN W. BARKLEY, Kentucky
TOM CONNALLY, Texas

THOMAS P. GORE, Oklahoma
EDWARD P. COSTIGAN, Colorado
JOSIAH W. BAILEY, North Carolina
BENNETT CHAMP CLARK, Missouri
HARRY FLOOD BYRD, Virginia
AUGUSTINE LONERGAN, Connecticut
HUGO L. BLACK, Alahama

PETER (. GERRY, Rhode Island
JOSEPK F. GUFFEY, Pennsylvanin

ppl, Chairman

JAMES (OUZENS, Michigan

HENRY W. KEYES, New Hampshire
ROBERT M. Lo FOLLETTE, Jr.,, Wisconsin
JESSE H. METCALF, Rhods Island
DANIEL O. HASTINGS, Delaware
ARTHUR CAPPER, Kuansas

FertoN M. JORNSTON, Clerk

o



CONTENTS

Statement of — Page
Belgrano, Frank N., Jr., national commander the American Legion,
Indianapolis, Ind ... el ... 99
Breheny, Walter W., founder and first commander Chaplain Duffy
Chapter, Disabled "American Veterans, New York, N. Y__. 73
Brobeck, George K., legislative representative Veteruns of I<orelgn
Wars of the United States... - 52
Evercon, I%. H,, national prebldcnt Farmers Educational and C oop-
erative Union of America, St, Charles, S. Dak_ . . _____...___ 143
Hickerson, Harold, Washington, ID. C., representing the Veterans
National Rank and File Committee. . . ...____...__ 178
Hines, Gen. Frank T., Administrator of Veterans' Aflairs, Veterans'
Administration. _ ... ... i.___._.. 135, 144
Hobart, Donald A., national conumander the AmericanV oterans Asso—
cmtlon Ine. i eaaaaoolll 75
Loven!)cln S, wpresentmg the Veterans Voters’ League and the Rank
and File Veterans Assoeiation .o .o ooo_ - oo 87
Morgenthau, Hon, Henry, Jr., Secretary of the Treasury._.._ .. 132
Patman, Hon. Wright, a Representative in Congress from the State
Of TOXAS - -~ oo e 3, 176
Plgott Arthur W., chairman legislative committee, Veterans of
Fnrelgn Wars, iirownsvlllc, ?:3\ ., telegram sont to Senator
Connally . et e 173
Staley, John K., nutional commander the Veterans Prosperity Organi-
zatmn, Los Angdcs Calif . e emeaan- 70

Stephens, Royal €., of Philadelphia, Pa., statement submitted by_.. 183
Taylor, John ’[homas, legislative counsel the American Legion,

Washington, D. G cecaaa-ana 91
Van Zandt, James E., commander in chief Veterans of Foreign Wars
of the United 1Y 7Y S 83, 177






PAYMENT OF ADJUSTED-SERVICE CERTIFICATES

MONDAY, APRIL 32, 1935

UNITED STATES SENATE,
CoMMITTEE ON KINANCE,
Washington, D, C.

The committee met, pursuant to call, at 10:05 a. m., in the Finance
Committee room, Senate Office Building, Senator Pat Harrison
(chairman) presiding.

Present: Senators Harrison (chairman), King, Barkley, Connally,
Gore, Costigan, Bailey, Clark, Byrd, Lonergan, Black, Gerry, Guffey,
Couzens, Keyes, La Follette.

The committee had under consideration H. R. 3896, S. 2605, and
other bills relating to payment of adjusted-service certificates.

(S. 2605 is as follows:)

(8. 2605, 74th Cong. I8t Sess.]

A BILL Declaring a policy relative to benefits for veterans of the World War, and providing for the
optionsl conversion ol adjusted-service certificates

Be 1t enacted by the Senale and House of Representatives of the United Stntes of
America in Congress assembled, That in view of the generous benefits accorded by
the Government to veterans of the World War, in the form of incurance, com-
pensation, disability allowances, hospitalization, vocational rehabilitation,
adjusted compensation (as liberalized hy this Act), preference of various kinds
under legislation of general application, and other bencfits and allowances, many
of which have not been granted to veterans of prior wars, it is hereby expressly
declared to be the policy of Congress that there shonld not be any general pension
laws enacted for veterans of the World War or their dependents; and nothing in
this Act shall be construed as indicating a tendency toward a contrary poucy, or
as implying that favorable consideration will be given at any time to a change in
the policy hereby declared.

Sk, 2. Section 507 of the World War Adjusted Compensation Aet, as amended,
is hereby further amended to read as follows:

“Sec. 507. All amounts in the fund shall be available for payment by the
Administrator of Veterans’ Affairs of adjusted-service certificates upon their
maturity or the prior death of the veteran; for payment under section 502 to
banks on account of loans to veterans; for the repayment of loans made by the
Administrator of Veterans’ Affairs out of the United States Government Life
Insurance Fund on security of adjusted-service certificates, in which cuse the
Administrator of Veterans” Affairs shall pay inferest to such fund to date of
maturity of the loan at the rate such fund is authorized to reccive under the pro-
visions of subdivision (m)} of scelion 502, as amended; and for payment by the
Secretary of the Treasury to veterans of the amount of the cash payment author-
izetd tc: be paid by this Act upon the surrender «i thdir adjusted-service certifi-
cates.’

Sec. 8. Title V of the World War Adjusted Compensation Act, as amended,
is further amended by adding at the end thereof a new seetion, to read as follows:

“SEc. 509, (a) At the option and upon the application of any veteran to whom
there has been lawfully issued an adjusted-serviee certificate under the provisions
of this Act, as amended, and upon the complete surrender of such adjusted-
service certificate, together with all rights and privileges thereunder (with or
without the consent of the beneficiary thereof), the Administrator of Veterans’
Affairs shall certify to the Seeretary of the Treasury the amount of the adjusted-
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2 PAYMENT OF ADJUSTED-SERVICE CERTIFICATES

service eredit and interest at 4 per centum per annum compounded annually
from November 11, 1418, to January 1, 1945, or to the 1st day of the January
or July next suceeeding the date of the filing of the application with the Adminis.
trator of Veterans' Affairs, whichever is the earliest date, less any indebtedness
of the veteran on account of any loan or loans made under the provisions of this
Act and interest, if any, acerued to the date settlement is made: Provrided, That
if at the date of the maturily of any certificate such certificate has not been sur-
rendered, and if at the time of application for payment the amount of the ad-
justed-service eredit and interest at 4 per contum per annum compounded an-
nually from November 11, 1918, to the date of payment or to January 1, 1045,
whichever is the earlier date, exceeds the maturity value, then such amount (in
lieu of the matnrity value), less the amount of any indebtedness required to be
deducted under this Aet shall be paid immediately by cheek drawn on the
Treasurer of the United States,

¢ (b) No pavment shall be made nor bonds issued under this seetion until the
certificate is in the possession of the Administrator of Veterans’ Affairs and all
obligntions for which the certiticate was held as <ceurity have bheen paid or other-
wise disecharged,

“(c) If ut the time of application to the Administrator of Veterans' Affairs for
settlement under this seetion the principal and {nterest on or in respect of any
loan upon the certificate have not heen paid in full (whether or not the loan has
matured), then the Administrator of Veterans' Affairs shall (1) pay or otherwise
diseharge such unpaid principal and so much of the unpaid interest (xeeried or to
acerue) as is necessary to make the certifieate available fur payment under this
section, and (2) deduet from the amount of any settlement the amount of such
principal with all interest to date of settlement under the provisions of this Act:
Provided, That as to any loan on an adjusted-service certificate, properly made,
which is unpaid and held by n bank at the time of filing an application under this
section, the bank holding the note and certificate shall, upon notice from the
Administrator of Veterans' Affairs, present them to the Administrator of Veterans'
Affairs for pavment to the bhank in full satisfaction of its elaim for the amount of
unpaid prineipa) and unpaid interest; except that if the bank, after sueh notice,
fails to proteet the eertificate and note to the Administrator of Veterans' Affairs
within fifteen dayvs after the mailing of the notice, such interest shall be paid only
up to the fifteenth day after the mailing of sueh notice.

“(d) Upon the filing of an application for benefits under this seetion the certifi-
eate and all rights and privileges thereunder shall be eanceled.

“(e) A veteran may reccive the benefits of this seetion by application therefor
filed with the Administrator of Veterans' Affairs during the lifetime of the veteran,
Such application may be muade and filed at any time (1) personally by the veteran
or (2) in case physical or mental incapacity prevents the filing of a personal appli-
cation, then by such representative of the veteran and in such manner as may be
by regulations prescribed by the Adininistrator of Veterans' Affairs.  Application
made by a persot other than a representative authorized by such regulations shall
be held vold.

“f) Tf the veteran dies after the application has been filed, the settlement
authorized under the provisions of section 509 of this Act shall be made to the
estate of the veteran,

“(g) The Secretary of the Treasury is anthorized and directed, upon receipt
from the Administrator of Veterans’ Affairs of a statement in a form to be pre-
seribed by the Scerctary of the Treasury, to igsue, in settlement of the amount
certificd to be due, negotiable bonds, with coupons attached, bearing interest at
the rate of 3 perecentum per annum payable semiannually, up to the highest
multiple of $30 represented in the amount certifiecd.  Stuch bonds shall be dated
from the st duy of the January or July (whichever is the earlier date) next
suceecding the date of the filing of the application with the Administrator of
Veterans’ Affairs, and shall be redeemable in lawful money of the United States
at a date to be fixed by the Seeretary of the Treasury. The difference hetween
the net amount certified to he due and the amount represented by the bonds
issued shall be paid by the Seeretary of the Treasury by check drawn on the
Treasurer of the United Sates. For a period of six months from the date of
igsuance, 1o bond issued uader the authority of this Act shall be negotiable or
assignable, or used as collateral sccurity for & loan, by the person to whom the
bond is issued, for any consideration less than the amount shown on the face of
the bond as the redemption value; and any person or persons entering into any
agreement either on behalf of themselves or others to procure by purchase,
exchange, or otherwise any boud in violation of this provision shall be guilty of a
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fraud and shall be punished by a fine of not more than $10,000 or by imprison-
ment for not more than two ycars, or both.

“(h) The Secretary of the Treasury is authorized and directed to redeem
from the United States Government Life Insurance Fund all adjusted-service
certificates held by that fund on account of loans made thereon and to pay to
the United States Government Life Insuranee Fund the amount of the outstand-
ing liens against such certifieates, including all interest due or accrued, together
with such amounts as may be due under subdivision (m) of section 502, as amen-
ed. The Secretary of the Treasury is authorized and directed to make such
payment by issuing to the United States Government Life Insurance Fund
bonds of thr United States which shall bear interest at the rate of 414 per centum
per annum, and no such bonds shall mature or be callable until the expiration of
a period of at least ten years from date of issue.”

The Cuamrman. The committee will be in order.
Congressman Patman, you may proceed.

STATEMENT OF HON. WRIGHT PATMAN, REPRESENTATIVE IN
CONGRESS FROM THE STATE OF TEXAS

The Curamvax. I hope that everyone will be as brief as they can
in this natter, consistent, of course, with fully explaining their
position.

Mr. Parsan. Mr. Clzirman and members of the committee, per-
sonally T appreciate the consideration that this committee is giving
this legislation.,

We teel that when the proposal is seriously and carefully considered,
as we know it will be hy the committee, that something will be done
that will be satisfactory to both the veterans and the country, at least
we have that belief. 1l after a full and free discussion of all of the
merits of the proposal, we fail to make a case 1 ¢ are not entitled to
win. Unless we can show that these certificates although payable in
1945 are really as a matter of justice and right, past due, we are not
entitled to ask for the full payment of them at this time. Unless we
can further show that the pavment of these certificates will not only
not he detrimental to the country, but will be helpful to the country
in this time of economic distress, we are still not entitled to win.

The bill that T appear for is known as “House bill no. 1", the
Patman bill, and “Senate bill no. 2”, the Thomas bill. 1 introduced
the bill in the House, and Senator Thomas introduced it in the Senate.
It provides for the full and immediate cash payment of the remainder
due to 3% million veterans under the adjusted-service certificates.

Before this committee it is known as H. R. 3896. In the House of
Representatives all after the enacting clause of H. R. 3806 was stricken
out and H. R. 1 inserted. It is as follows:

[I1. R. 3896, Tith Cong., Ist sess.]

AN AUT To pravide for the imnicdiate paynient to veterans of the face value of their adjusted-service
certificates, for controlled expansion of the currency, and to extend the time for filing applications for
benefits under the World War Adjusted Compensation Act, and for other purposes

Whereas the immediate cash payment of the adjusted-service certificates will
increase tremendously the purchasing power of millions of the consuming publie,
distributed uniformly throughout the Nation, and will provide relief for the
holders thereof who ure in dire need and distress because of the present unfortu-
nate economie conditions; and will lighten immeasurably the burden which
cities, countics, and States are now required to carry for relief; and

Whereas the pnyment of said certificates will not create any additional debt,
but will discharge and retire an acknowledged contract obligation of the Gov-
ernment; and

Whereas since the Governinent of the United States is now definitely committed
to the policy of spending additional sums of money for the purpose of hastening
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recovery from the present economie crisis, the immediate cash payment at face
value of the adjusted-service certificates, with cancelation of interest accrued
and refund of interest paid, is o most effective means to that end therefore:

Be 4t enacted by the Senate and Flouse of Representatives of the United States of
Am@rica in Congress assembled.

That title V of the World War Adjusted Compensation Act, as amended, is
amended by adding at the end thereof three new sections, to read as follows:

PAYMENT OF CERTIFICATES BEFORE MATURITY

“Sec. 609. (a) The Administrator of Veterans’ Affairs is authorized and direc-
rected to pay to any veteran to whom an adjusted-service certificate has been
issued, upon application by him and surrender of the certificate and all rights
thereunder {with or without the consent of the beneficiary thereof) the amount
of the face value of the certificate as computed in accordance with section 501.

‘“(b) No payment shall be made under this section until the certificate is in the
possession of the Veterans' Administration, nor until all obligations for which
the certificate was held as security have been paid or otherwise discharged.

“(c) If at the time of application to the administrator of Veterans’' Affairs
for payment under this section the principal and interest on or in respect of any
loan upon the certificate have not been paid in full by the veterans (whether or
not the loan has matured), then, on request of the veteran, the Administrator
shall (1) pay or otherwise discharge such unpaid principal and so much of such
unpaid interest (accrued or to accrue) as is necessary to make the certificate
available for payment under this scetion, and (2) deduct from the amount of the
face value of the certificate the amount of such principal and so much of such
interest, if any, as accrued prior to October 1, 1931.

“(d) Upon ug'ment under this section the certificate and all rights thereunder
shall be canceled.

‘“(e) A veteran may receive the benefits of this section by application therefor,
filed with the Administrator of Veterans’ Affairs. Such application may be made
and filed at any time before the maturity of the certificate (1) personally by the
veteran, or {(2) in case physical or mental incapacity prevents the making or
filing of a personal application, then by such representative of the veteran and in
such manner as may be by regulations prescribed. An application made by a
person other than a representative anthorized by such regulations, or not filed on
or before the maturity of the certificate, shall be held void.

“(f) If the veteran dies after the application is made and before it is filed, it
may be filed by any person. If the veteran dies after the application is made, it
shall be valid if the Administrator of Veterans’ Affairs finds that it bears the bona
fide signature of the applicant, discloses an intention to claim the benefit of this
section on behalf of the veteran, and is filed before the maturity of the certificate,
whether or not the veteran is alive at the time it is filed. 1f the death occurs
after the application is made or filed but before the receipt of the payment under
this Act, payment shall be made to the beneficiary designated.

“(g) Where the records of the Veterans’ Admninistration show that an applica-
tion, disclosing an intention to claim the bencefits of this section, has been filed
before the maturity of the certificate, and the application eannot be found, such
application shall be presumed, in the absence of uflirmative evidence to the con-
trary, to have been valid when originally filed.

“Skc, 510. (a) If, at the time this section takes effect, o veteran entitled to
receive an adjusted-service certificate has not made application therefor, he shall
be entitled, upon application made under section 302, to reccive at his option
either the certificate under section 501 or payment of the amount of the face
value thereol under section 509.

“(b) Subdivisions (b) and (¢) of section 302, section 311, subdivision (b) of
section 312, section 602, and subdivision (b) of section 604 of the World War
Adjusted Compensation Act, as amended (U. 8. C., Supp. VII, Title 38, secs.
612, 621, 622, 662, and 664), are hereby amended, to take effect as of December
31, 1934, by striking out ‘January 2, 1935’ wherever it appears in such subdivisions
and sections and inserting in lieu thereof ‘January 2, 1940°.

“SEc. 511. The Administrator of Veterans’ Affairs in the exercise of his powers
to make regulations for pavment under section 509, shall to the fullest extent
practicable provide a method by which veterans may present their applications
and receive payment in close proximity to the places of their residence.”

SEC. 2 (a) Payment of the face value of adjusted-service ccrtificates under
section 509 or section 510 of the World War Adjusted Compensation Act, a8
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amended, shall he made in United States notes not hearing interest. The
Secretary of the Treasury is hereby authorized and directed to issue such notes
in such amount as may be required to make such payment, and of the same
wording, form, size, and denominations as United States notes issued under
existing law, except that the wording thereon shall couforin to the provisions of
this Act. The Administrator of Veterans’ Affairs and the Secretary of the
Treasury are hereby authorized and directed jointly to prescribe rules and regu-
Iations for the delivery of such notes in payment under section 509 or section 510
of the World War Adjusted Compensation Aet, as amended, and there is hereby
approprinted out of the Treasury such amount of such notes as may he necessary
to muke such payment.

(b) Cnited States notes issued pursuant to the provisions of this Act shall be
Tawful money of the United States and shall be fixed by law,  Such notes shall be
lTegal tender in pavment of all debts and dues, pnbtic and private, and shall be
receivable for customs, taxes, and all public dues, and when so received shall be
reissued.  Such notes when held by any nutional-banking association or Federal
Reserve bank, may be connted as a part of its lewful reserve.  The provisions of
Sections 1 and 2 of the Act of Mareh 14, 1900, as amended (U. S. C,, title 31,
sees. 314 and 40%), and section 26 of the Federal Reserve Act, as amended (U, 8. C.
title 31, sce. 409), are hereby made applicable to such notes in the same manner
and to the same extent as such provisions shall apply at the time of the enactment
of this Act or in the future to United States notes.

Sec. 3. (a) Whenever the index number of the wholesale all-commodity prices
rise above the index number of such prices for the years, 1921 to 1929, as com-
puted by the Bureau of Lahor Statistics of the Department of Labor, notwith-
standing any provisions of law to the contrary, the following methods for con-
tracting the issues of currency in the United States may be in force and effect,
in the manner and to the extent preseribed in subsection (b) of this seetion:

(1) Termination of the issuance and reissuance of Federal Reserve notes
secured by direct obligations of the United States.

(2) Termination of the issuance and reissnance of national-bank circulating
notes, and the retiremnent of such notes from circulation as rapidly as practicable.

(3) Termination of the issuanec and reissuance of Federal Reserve notes secured
only hy gold or gold certificates.

(4) Termination of the issuance and reissuance of Federal Reserve notes se-
cured by notes, drafts, bills of exchange, acceptances, or bankers’ acceptances
which are not issued in direet benefit of commeree, industry, or agricuiture,

(b) Any such method of contracting curreney issues may be applicable when
the Secretary of the Treasury finds that its application is neeessary in order to
maintain the index number of wholesale all-commodity prices at the approximate
level of the index number of such prices for the years 1921 to 1929, or to prevent
undue expansion of the curreney, and issues an order setting forth such finding.
Each such order shall prescribe such rules and regulations as are necessary and
appropriate to carry out the provisions of this seetion with respeet to the method
of contraction made applicable in the order.  The Secretary may make such
methods applicable in the order in which they are sct forth in subsection (a) of
this section, or in_any order he chooses.  When any such order is issued with
respeet to Federal Reserve notes, the Federal Reserve Board shall take such action
as may be necessary to facilitate the enforeement of the order.

SEc. 4. Section 505 (authorizing annual appropriations end with the year 1946
for the payment of adjusted-service certificates of the World War Adjusted Com-
pensation Act, as amended), except the first sentence thercof, is hereby repealed.
Amounts in the adjusted-serviee certificate fund are hereby made availabie for
the expenses of printing and engraving United States notes issued under this Act,
for paying fractional parts of a dollar which cannot be paid in United States
notes issued under the provisions of this Act, and for paying the principal and
interest on or in respeet of loans pursuant to the provisions of subseetion (¢) of
section 509 of the World War Adjusted Compensatiuu Act, as amended.

Sec. 5. This Act may be cited as “the Adjusted Compensation Act, 1935."

iasseéi the House of Representatives March 22, 1935,

ttest:

Sourx TriMBLE, Clerk.
If the certificates are not paid now, gentlemen, the interest that is
being paid on the first half of the loan that they have obtained will
consume practically the remaining half by 1945. Therefore if the
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the veterans are to have anything, they will have to get it now or
never. .

The proposal has been pending in this country for about 6 years,
and the main principle that we have been fighting for is to get the
certificates dated back as of the time they rendered the service. T am
glad to say that that principle has been recognized in Senator Harri-
son’s bill that was introduced a few davs ago. It recognizes the prin-
ciple that veterans should be paid as of the time they rendered the
service instead of 6! or 7 years Inter.

In the House of Representatives we had what was known us an
“official steering committee’’ for the support of this legislation, I
have their names here, and 1 want the privilege, Mr. Chairman, to
extend my remarks in the record by inserting these names and such
other excerpts and information as | think is material and relevant to
the issue involved.

The CHairmaN. You may do that.

Mr. Pataan, The credit for the passage of this legislation is due to
the members of that steering committee. 1t is not a victory for me,
it is a victory for them and our other supporters in the House.

This bill passed the House of Representatives in 1932 by a vote of
211 for it to 176 against.  In 1933 it again passed the House by a vote
of 295 for, to only 125 aguinst. And the other day, the billypnssed
the House by the tremendous majority of 318 for to only 90 against,
and I will insert in the record too, at this point, the number of repre-
sentatives in each State, and the number of representatives who
opposed its payment on the final roll call. That goes to show how
this bill has strengthened as the years have gone by.

When we first started out on the proposition of paying these cer-
tificates with honds, we did not receive much support. The people
generally were cold toward it and said, “Well, they are payable in
19457", and when, after years of study and months of study and work,
we all got together and we prepared a bill which will permit the pay-
ment of the certificates in a way that will not increase the national
debt a penny, that will not cause a bond issue or increase taxes, then
when we would go before the people and ask for a payment of the
certificates they wonld say, ¢“They are not due until 19457, and we
would say ,“Yes, but suppose this large amount of money can be
distributed now and not cost the Government anything”? Well,
they are for it.

We sold them on the theory that the money could be sufely issued,
that it was the same kind of money that is now outstanding, that no
new principle or poliey of issuing money would be invoked by the
Government, but we are merely continuing the same principle and
the same policy of issuing money that has been in existence in this
country for at least 70 years,

ENORMOUS GOLD RESERVE

We proposed a bill to pay them in United States notes. The same
kind of money that is now outstanding, $346,000,000 worth of notes
now outstanding. This bill is so framed that if these notes are
issued, all of the gold in the Treasury of the United States, if nec-
essary, will be hehind these notes. Today, for every 10-dollar bill
that is outstanding, the Treasury has $15 1n gold and $2 in silver to
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redeem that 10-dollur bill.  No nation on earth ever had the cnor-
mous gold and silver that we have today. We have more than 8%
billion of dollars in gold and more than a billion dollurs in silver,
We enn tuke all of the outstanding eurrency of 53 billion dollars of
money and retire it dollar for dollar with gold.  We can take the 2
hillion dolars that we propose to issue under this bill and retive it
with gold, and we will stil% have remaining in idle and unused gold
and silver, more than 2 billion dollars.

So that anvone who says that money like that is not safe and sound
money, I eannot understand his reasoning.  Because they have got
more than 100 percent metallic reserve to buck every dollar that has
been issued and will be issued under the ters of this bill.

FFurthermore, we know, gentlemen of the committee, that normally
this country will never need less than 5 billion dolars of actual money
outstanding; actual money in circulation in the pockets and tills of
the people.  We know they will always need that much.  Why not
have at least that much money issued directly by the United States
Government upon which no one will be paying inicrest ot any time?
Why should we let private banks or banking corporiations owned by
the other banking corporations, issue that money upon which some-
body is paying interest all the time?

We should certainly issue up to that amount safely and sanely
without any danger or without jeopardizing a sound monetarysystem,
That is what we are asking you to do here.

H. R, 1 ENDORSED BY NONVETERANS AS WELL AS VETERANS

This bill, Mr. Chairman, is not only supported by the veterans, it
is supported by the people. People in organiziitions representing
more than 50,000,000 people in this country have endorsed this bill.
More than 50,000,000 people, members of organizations, have en-
dorsed this hill, nonveterans. It is a bill that has nonveternn support
as well as veteran support. I do not know that you could justify
passing a bill just beeause the veterans wanted it for their own inter-
ests, unless there was  publie interest attuched to it, and this bill,
there is a public interest.,

In this fight that has been going on for 6 years, the rank and file
of the American Legion have been and are for this proposal. The
Anmierican Legion has never come out for it officially except in Por{land
in 1932 with a resolution asking for payment. In 1934, ot Miami,
they passed a resolution asking full payment, but this is the first time
the Legion officials have gotten into the fight and the Legion officials
of course are recommending another bill, but the main objective is
payment of adjusted-service certificates.

The Veterans of Foreign Wars is also a militant organization, Tt
has been consistent in this fight; it started out years ago, and for 6
years has been working right along with us on the proposal to pay
the certifieates ns we propose to pay them. And the unorganized
veterans and the people generally are supporting the legislation,

I know the Amertcan Legion is a good organization; it is one of the
greatest organizations in America. I have the honor of being a
humble member of the organization. 1 attend the conventions and
have for a number of years, the State and national conventions, and
I know that much will be said about what the American Legion has
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done, and the fact that it is the largest organization in numbers, it
the leaders come here and sponsor a certain bill, naturaily you will
give whatever they say considerable weight. At the Miami con-
vention there was a resolution passed. 1 was on the subcommittee
that wrote the resolution, and in the resolution it said:

Whereas the payment of the certifieates will not ercate any additional debt.

That was the object of that resolution. Of course my object—
many others probably never did consider how it would be paid. It
was not discussed in the subcommittee. Neither was it discussed in
the wlole committee, but when the resolution was carried to the
main floor of the convention, I made a speech on it, I was the first
one to speak, and I said then:

Don't be alarmed or disturbed about the expansion of the eurreney or the
inflationary part that might be involved in this bill,  These certificates can be
paid without the expansion of the eurrency, or they may be paid with expansion
of the currencey,

Then T go ahead in a speech before the American Legion Conven-
tion, as the first speaker, and explain exactly the proposition that is
embodied in H. R. 1. That is, in the event that there is danger of
undue expansion of the currency, that Federal Reserve notes may be
retired. 1 mentioned it there,

I do not say that any one delegate voted for it because it was my
bill. It makes no difference to me who has the authorship. I was
not speaking about my particutar measure. But I was thinking
about the principle that we have been fighting for for 6 years in this
country, and it was embodied in that resolution and that speech that
I made before the American Legion Convention when it was adopted
by a tremendous vote.

I know that the charge is made that this bill is inflationary. I
might just as well discuss that now. I want you to know what the
proposal is. In section 2 (b) of this bill it is provided that United
States notes shall be issued in payment of the debt. Tt says that all
laws now relating to United States notes, and names and specifies by
number the different acts in the statutes reiating to United States
notes, shall be applicable to the issuance of these notes. These notes
shall remaia in permanent circulation.  We do not propose to have
them taken out of circulation, but we do propose to give the Secretary
of the Treasury the power to prevent undue expansion of the currency.
So we have two safeguards in this bill,

Senator Kixa. What is undue expansion of the currency in your
view?

Mr. Patyaan. We have one standard here, I will state to the Senator.
My ideais that in the event the commodity price level should go above
the 1921 to 1929 level, the Secretary of the Treasury would have the
right to retire Federal Reserve notes, or in the event that the Secretary
of the Treasury believes—leaving it up to him. e is the man charged
with protecting the monetary system of our Government. So we are
leaving it up to him to say when, in the event there is undue expansion
of the currency according to his judgment and belief, he can cause to
be withdrawn, Federal Reserve notes to prevent it.

In other words, under the terms of this law, as the Veterans’ Admin-
istration is paying out United States notes, the Treusury could be
withdrawing Federal Reserve notes, and by the time the veterans are



PAYMENT OF ADJUSTED-SERVICE CERTIFICATES 9

paid, one extra dollar would not necessarily be in circulation. The
amount of the circulating medium would be constant, exactly as it
was when it started, but the people would have the circulating
medium upon which no one is paying interest, it would be distributed
to every nook and corner of the Nation, and the money upon which
the people are paying interest, would be withdrawn to tlre extent of
preventing undue expansion of the currency. .

Senator BarkLEY. You said a moment ago that 5 billion dollars
would be always necessary in circulation, did you not? We already
now have about 5 billion, and your proposal would add 2 billion
more, practically. That would make nearly 8 billion dollars in circu-
lation at this time, is that correct?

Mr. Patuman, Istated as & minimum that we will always need more
than 5 billion dollars, .

Senator BarkLEy. We have more than 5 billions in circulation now.

Mr. Patman. Yes. This money will go out, and if it is too much,
other money will be withdrawn, Kederal Reserve notes. And we will
not nepaessarily have one extra dollar in circulation after the veterans
are paid.

Senator BARKLEY. Who will determine whether the Federal note,
the Federal Reserve notes will be withdrawn?

Mr. Pat™an. The Secretary of the Treasury.

Senator BaArRkLey. What will be the advantage of swapping
money?

Mr. PatvaN. No one is paying interest upon this money. It will
be a free circulating medium upon which no one is paying interest
while it is outstanding. On Federal Reserve notes, someone Is paying
interest on Federal Reserve notes every day they are outstanding.

Senator BARKLEY. The money itself does not draw interest. It is
an indirect payment because it is circulated among the banks and
they loan it out and get interest on it.

Mr. Parman. I am talking about the initial issuance, and I will
state to the Senator that some one is paying interest on it every day
that it is outstanding.

Senator Gore. Is not that one of the best guarantees that it will
be retired from circulation when it is not needed? Those who are
paying interest will return it,

Mr. PaTmaN, In actual practice, whether you had this clause in
or not, it would be retired, because it would stack up in the Federal
Reserve banks or local banks and sent to the Federal Reserve, and
whether you have that clause in there or not, that money where it is
an excess or surplus will ordinarily be retired, in banking practice.

Senator Barkiry. The largest amount of money we have ever
had in circulation was something like 6% billion.

Senator Gore. On March 15, 1933, we had more than that.

Senator BARKLEY. That was only for & short time?

Senator GorE. Yes,

Senator BArkLEY. It has rarely gone over 6 billion except for a
very short and temporary period. What would be the effect on prices
of commodities generally throughout the country to increase the
amount of money now in circulation by 2 billion?

Mr. Parman, Of course, as I have stated, I am not going to agree
that the amount of money will be increased by that much or that it
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will be increased & dollur by the terms of this bill, but if it is increased,
it will stimulate trading, naturally.

Senator BarkLEy. 1t would be an increase if just the same amount
is not withdrawn, would it not?

Mr. Paryman, If the money is not withdeawn. But the Secretary
of the Treasury, it there is danger of expansion or infiation, will cause
to be withdrawn, Federal Reserve notes, If not, the notes will
automatically retire themselves through the banking system.

Senator BArkLEY. If the Federal notes are withdrawn from ecir-
culation, that means that the banks that have obtained these Federal
Reserve notes from Federal Reserve banks or Federal Reserve boards
would have to pay their obligations, would they not?

Mr. Patmax. Well, I do not see where that enters into it, Senator;
I do not think the board has anything to do with it.

Senator BarkLry., Theie are two different kinds of Federal Reserve
money; one is Federal Reserve notes, and one is Federal Reserve
bank notes. The Federal Reserve bank notes wre obtained by the
member banks in dilferent districts of the Federal Reserve System for
purposes of credit and use among themselves.  The Federal Reserve
notes are a little different type, issued on the authority of the Federal
Reserve Board.  What will happen to that money that is out now if
you withdraw it all from circulation?

Mr. Parsas. Credit would be substituted in place of it, probably.
Federal Reserve bank notes—T doubt that there are 1 million dollars of
them iu actual circulation today, because Federal Reserve banks must
pay one-half of 1 percent annual tax on Federal Reserve bank notes,
and why should they do that? They are not going to do it when they
can obtain Federal Reserve notes without paying any tax at all,
Just for the cost of printing the money. Therefore, the Federal
Reserve bank notes are being retired every day, and 1 doubt if a
million dollars of them are in circulation.

Senator BArkLEY. Do you know how much is in circulation, both
of Federal Reserve notes and Federal Reserve bank notes?

Mr. Parman. 1t is about 34 billion doilars. The practical result
of this bill would be, if we were to issue 2 billion dollars to the veterans,
and then it was necessary to retire 2 billion dollars, these 2 billions
would offset each other.

Senator BarkLey., What would be the process of this retirement?
The member banks have obtained it for their own purposes and
lend it out to the people.

Mr. Parman. It is set forth in the bill. 1 will state it, Senator.
You know under the law now, Federal Roserve banks have a right
to deposit Government securities—that is, gold cevtificates or gold or
Government obligations payable in the future---and it is provided
and set forth and enumerated in this bill that in the event of undue
expansion of the currency, the Secretary of the Treasury may ter-
minate the issnance and reissuance of Federal Reserve notes secured
by direct obligations of the United States (Government; and secondly,
the retirements of national-bank notes. Of course, Seeretary Morgen-
thau has practically killed that particular section, but he makes the
first section stronger for the reason that when vou retire the necessary
bank notes, you automatically increase the number of Federal Reserve
notes.
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Senator BArkrrey. How much national-bank currency is in cir-
culation?

Mr. Paryvan. He states about $675,000,000. 1 thought the anount
was about 900 million, but the reports that I have indicate that it is
between eight and nine hundred million dollars of national-bank
currency.

Senator Gore. About 880 million.

Mr. Paryan. That is the way 1 understand it. But Mr. Morgen-
thau indicated it is about 675 million.

We are asking [or the same principle of issuing money that all of
us voted for for the banks —-every one of us-—-as I, as & House Member,
voted for it. As a Senator, you voted for it; that is, to let Federal
Reserve banks und national banks put up Government obligations
that are payable Junuary 1, 1045, or in the future, and receive new
money in return for that. Of course while the banks have been
exercising that privilege - —

Senator BARKLEY (interposing). That is a repetition of the old
principle of issuing it that came in after the Civil War. It is the same
principle.

Mr. Pamatan, Of course, at first it was 2 percent, now it is 3% per-
cent. The Federal Reserve banks ure unlimited as to capital, Tliley
can put up u 4-percent bond, and they cag get money in return for that
bond and not pay uny tax and not pay anything for the use of Govern-
ment credit, but merely pay the 27 cents a thousand dollars for the
cost of printing. In other words, the principle involved is that the
Federal Reserve banks are allowed to depusit Government obligations
payable in the future and get new money in return for that.

Senator BargLey, They are not going to do that unless the com-
mercial demands of their particular section wre sueh that they ean
use that money.  That is one of the theories of the Federal Reserve
Svystenn, that it becones responsive to the commercial and industrial
needs of ench Reserve district and go down the line to the member
banks,  Unless there was a demand for more money, they would not
find it profitable 10 put up the Government bonds and get money in
return.  They have to loan it out to the community in order to make
interest which they would have to pay themselves,

Mr. Parsax. 1 ean see that that was the prineiple behind the bill,
but it has been chunged and now it is not dependent upon the business
done in the community.

Senator Barsney, | know ; but the bank is not going to get it unless
it can loan it out. It has to be profitable to the bank.

Mr. Parman. 1 doubt that the FKederal Reserve banks have
$50,000,000 of these 3! billion on a real eligible paper. They have
obtained it, practically all, on Government obligations and Govern-
ment securities.  Very little rediscounting is done by Federal Reserve
banks now, so that old theory that was used to enact the Federal
Reserve law ns a law, has been changed to where it is not available
now.

Senator Gorr. That was supposed to be automatic in its operation.

Mr. Parman. Yes; it was,

Senator Gore. Return it when it was not needed?

Mr. Paryan. Yes, sir,

Senutor Gonr. You suggest if the notes proposed to he issued under
this bill, il they were not needed in trade or commeree, they would
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be deposited in the banks and returned to the Federal Reserve banks
and increase their excess reserves?

Mr. Parman. Yes, sir.

Senator Gore. They have approximately 2} billion now of excess
reserves.

Mr. Patman. Yes, sir: but of course, as far as that is concerned, you
can take the $675,000,000 that Mr. Morgenthau says he is going
to turn over to the Federal Reserve, and the Yederal Reserve
can use that, and the banking system can, as a basis of issuing
$18,000,000,000 in money, because upon every dollar of gold that 1s
delivered to the Federal Reserve, 2% will be issued in Federal Reserve
notes, and upon every $1 note, $10 in credit or deposit currency may
be issued.

Senator Gore. They could do that now if there were any demand
for the money.

Mr. Parman. Yes, sir.

Senator KinG. As a matter of fact, we have the basis now under
our present financinl structure for over $40,000,000,000 of credit
which might be expended by the banks to the people.

Mr, Patman, That is a minimium. 1 would suggest it would go
more than 100 billion if they wanted to.

Senator King. I want to de modest. You do not justify a policy
under which the Government of the United States becomes a lender
to individuals rather than loans being made through the intermediary
of banks which are under the control of the Government of the United
States so far as capital is concerned, the approval of their loans and
discounts are concerned, and subject to the examination which occurs
periodically?

Mr. Patman. I want the banks to continue to function, but I want
them to function.

Senator King. You want the banks to be supplemented by the
Federal Government, and the Federal Government setting up a lend-
ing institution in every town—-—

Mr. PaTMAN (interposing). Not a direct lending institution.

Senator BLack. Let me see if I understoed you. As I understand,
gou propose to issue this money through your bill without paying

anks any interest to issuc that money?

Mr. Patman. That is right.

Senator Buack. And the banks are now being paid interest to issue
the money, and then they lend the money out for more interest?

Mr. PaTMan. Yes, sir,

Senator Brack. What service do the banks perform to the country
for this original interest that we pay them?

Mr. Pat™an. Originally they rendered a great deal of free service,
but now they have put service charges on it where they are getting
paid for everything.

Senator Brack. Who prints this money?

Mr. Patman. It is printed over here at the Bureau of Engraving.

Senator Brack. And the Government pays for their printing?

Mr. Patman. No; they pay the cost of printing. It is about 27
cents a thousand dollars,

Senator Brack. And they get 3%-percent interest, and then the
Goxfet‘}nment turns the money over to them and they lend it out
again
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Mr. Parman, Yes; they can issue 10 to 1 on it.

Senator Brack. What 1s the difference between that and a Govern-
ment subsidy paid to any other business enterprise?

Mr. Patman. Itis the greatest subsidy that was ever given to any
private corporation or group of private corporations on earth, and
that is especially true as to the Federal Reserve banking system that
is owned by the member banks,

Senator Brack. You do not propose in your bill to demand that
any more money be issued, but you simply propose a substitution of
the m(;ney without paying the banks interest on that particular
noney

Mr. Parman. The Senator is correct. I am merely proposing to
substitute one form of Government obligation for another form of
Government obligation, upon which no one will be paying interest
while it is outstanding.

Senator BLack. You propose to let the Government issue money
on the obligetion it has assumed to the veterans, on which it pays
no interest, instead of issuing the money on the obligation it has
assumed, to the banks?

Mr. Parman. The Senator is correct.

Senator Gore. But this money is paid to the veterans, and when
it is and comes into trade, it is deposited in the banks?

Mr. Parman. Yes.

Senator Gore. Will you let the banks charge interest on it?

Mr. PatmaNn. Oh, yes; but the initial issuance, no one is paying
interest on that, I will explain to the Senator the difference there
with an illustration.

Senator Gore. When it is paid out to the soldiers in discharge for
their certificates——

Mr. PatmaN (interposing). But the soldier is not paying interest
on it.

Senator Gore. He is not paying interest because he is not borrow-
ing. He is being paid.

Mr, Patvan, It is being paid into circulation instead of being
loaned into circulation.

Senator Gore. Of course, the soldier gets it in payment of the
obligation. It gets into trade and commerce and every time it is
loaned it bears interest.

Mr. Parman. That is very true.

Senator Gore. So you do not escape the interest.

Mr. Parman. The $346,000,000 paid into circulation during the
War between the States, that remained outstanding based upon a
5-percent compound interest charge, has saved the people of this
country more than $11,000,000,000 during that time.

Senator Gore. The interest on the gold reserve which has been
kept in the Treasury since January 1, 1879, the interest on the gold
reserve to redeem those greenbacks has exceeded the amount of the
greenbacks, and if the Government had paid them off, it would have
been rid of them. It has paid out more interest than the $346,000,000,
and it still owes the $346,000,000.

Mr. Patvan. I do not follow the Senator on that.

Senator Gore. The Treasury has kept a reserve in gold since Janu-
ary 1, 1879, with which to redeem these greenbacks on demand. The

130484—3856——2
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interest on that gold reserve since Januury 1, 1879, is more than
$346,000,000, the amount of the greenbacks. So the people have paid
out in interest more than the $346,000,000 in greenbacks, and it still
owes the $346,000,000.

Senator King. That is true.  Mr. Patman’s argument, if I follow
him correctly, is that there should not be retained any gold. That we
issue fiat money.

Mr. Patvan. I did not say that,

Senator Kina. That is my understanding of your proposition.

Mr. Parman, Of course I do not dispute the Senator as to his under-
standing, He is entitled to it, but T just would like to state my
understanding——

Senator Gore (interposing). How do you redeem your notes?
What provision is there for that?

Mr. Paryuax They are United States notes and under the law now
it is the duty of the Secretary of the Treasury to keep these notes on
a parity with all other money. There is $156,000,000 gold reserve in
the Treasury to take cure of ull reserve notes and since the last 70
vears not one Ymmy of that hus ever been called for. Tt is the duty
under present laws— — -

Senator GGore (interposing). You do not mean that, Mr. Patman?

Mr. Patyman, Yes, sir.

Senator Gore. You are mistaken.

Mr. Patman. That is my information.

Senator Gore. The Sherman Silver Purchasing Act wns passed on
July 14, 1890. During the then current fiscal year there was
$1,000,000 greenbacks presented for redemption, the next year 9
million, and ! think it was in the fiscal yvear 1896, there were 180
nillions, one-half of all the greenbacks, presented for redemption, the
gold reserve was depleted, and President Cleveland had to sell
$250,000,000 in gold bonds to buy gold to keep 100 million in gold
reserves. | speak from memory.

Mr. Patvan, On March 14, 1900, they passed a new act and placed
all money on a parity.

Senator BarkrLey. There would be no object in demanding redenip-
tion then becuuse the Treasury was required to pay in gold, so your
greenback was just as good as gold.

Mr. Patsan. That is right, and they ave still on a parity, All of
this gold belongs to the Government. The title of it is in the Gov-
ernment now. The Gold Act of last vear places the title to all gold in
the Government of the Ubited States, =0 all of the gold down there
will be subject to the payment of these United States notes if these
United States notes are issued, because it will be the duty of the
Secretary of the Treasury, if this gold reserve is depleted, to add more
gold to it, which he can do.

Senutor Barxney, You spoke a while ago about the interest. Of
course the banks do not obtain the interest directly on the issue of
money. They are paying interest, of course, on the bonds of the
Government which are put up to secure the money, But suppose that
214 billion dollars of that were to be withdrawn by the substitution of
your currency, what will be the effect upon the bonds upon which
that currency 1s predicated?

Mr. Patan. That will be returned to the banks, and they will
have to return that much currency.
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Senator BARKLEY. The 23 billion dollars which is now held by the
Government in bonds belonging to the banks, for which currency has
been issued, would have to be returned back to the banks?

Mr. Patman. Yes. The Federal Reserve banks.

Senator BArRkLEY. Of course, currency would have to be paid for
that, so that would mean——

Mr. Patmaxn (interposing). 1 do not follow the Senator in that.

Senator BArRkLEY. If the bank has turned in bonds and obtsined
currency and the bonds are turned back to the banks, the bunks have
to turn the currency in.

Mr. Patuan. That is exactly right.

Senator BARKLEY. So that it cancels itself out like a problem on the
blackboard?

Mr. PatmaN. That is right.

Senator BarxLEY. The Government has cither got to pay those
bonds in some way if the bank has bought them and put them up for
the purpose of getting currency, it might have to refund them or pay
them or in some way make the bank whole on it.  What effect would
that have on credit?

Mr. Patman, 1do not believe it would have anyv. The 12 Federal
Reserve banks have obtained 33 billion dollars this way.

Senator BARKLEY. That has been in part at least in the process of
upholding the Government’s credit, und furnishing a market for its
obligations in this emergency.

Mr. Paryaax. 1 do not see where that would affect the Govern-
ment’s credit at all, Senator.

Senator BarxLey. The banks hold a very large part of these bonds.

Mr. Patvan. The individual banks would not be affected by this;
only the Federszl Reserve.

Senator BARKLEY. Of course that indirectly affects the member
banks too.

Mr. Parman. And like it is, certainly it would be right to do that,
because the Federal Reserve banks have purchased 3% billion dollars’
worth of Government obligations with the Government’s eredit, and
the Government continies to pay interest on thase obligntions that
were purchased with the Government'’s credit, and in fact, most of the
operating expenses of the Federal Reserve banks are paid by the Gov-
ernment for the interest on the obligations that the Federal Reserve
banks have purchased with the Government’s credit.

Senator BARKLEY. Yes; becnuse they are not lending the money to
anybody but the Government, and they have to get interest from
somebody in order to carry on their expenses.

Mr. Patuvan. Of course they should loan money.

Senator BARKLEY. I agree, but T do not know how vou are going
to make them do it.

Senator Brack. Let me ask yvou a question in that connection
about double interest. Let us assume now that there is 2% billion
dollars that you propose to issue. Let us take $100 of that. The
bank has a $100 and it buys a $100 Government hond with $100 in
money. It takes that Government bond and puts it up with the
Government, does it not, and the Government issucs $100 in currency
to the bank?

Mr. Parman. Yes, sir.
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Senator Brack. The bank continues to collect its 3% percent on
the Government bond. It then lends the $100 out to somebody
else for (: percent or 8 percent or whatever it can get. That is correct,
is it not?

Mr. Paryan. If it is a national bank, they have deposited 5 percent
of it as a redemption fund. If it is a Federal Reserve bank, you are
correct.

Senator Brack. So that there you have them drawing the interest
on the Government bond which is up, and that bond is securing the
$100 for their loan in addition. As I understand, what you propose—
let us take a $100 bonus certificate. You take that $100 bonus
certificate which draws no interest and put it up with the Government?

Mr, Paryaxn. Yes,

Senator Brack. That is an obligation of the Government?

Mr. Parman. Yes.

Senator Brack. And you propose to issue $100 on that obligation
instead of an interest-bearing obligation which enables the bank to
collect interest and have the money too. You propose to substitute,
so that the Government interest only goes out once?

Mr. Patman. The gentleman is correct.

Senator Gore. Now, let me ask you this. It is your theory and
asgum;;tion that this money which is put into circulation will increase

rices’
P Mr. Parman. It will stimulate trade and necessarily will increase it
because of the distribution of purchasing power.

Senator Gork. The 2% billion of these certificates outstanding—
suppose the Government issued interest-bearing bonds. There would
be an interest charge of $100,000,000 o year?

Mr. Parmax. Yes, sir.

Senator Gore. Suppose the issuance of your money would increase
prices only 5 percent, and suppose that reflected itself in the expenses
of the Government in purchases and payment for services; 5 percent
on our running expenses, the regular running expenses of four billion a
vear. Five percent is $200,000,000 increase in Government expenses.
That is twice as much as you save. It is cheaper to issue the bonds
and pay interest on thom that it is to inflate the prices too much, thus
increasing the Government expenses far beyond the interest charge.

Mr. Parmax. The Senator is overlooking the fact, I am afraid,
that there will be caused an increased national income. Increased
income will periit the Government to collect increased taxes, and the
Government will colleet probubly more that way several times than
will be paid out in the way the Senator suggested.

Senator Gore. In the last week in October in 1929, at the peak of
the boom, we had $4,900,000,000 in circulation. On the 13th of
March 1933 we had $7,500,000,000. We had in March 1933, 50 per-
cent more money in circulation than we had in October 1929. Busi-
ness was up 50 percent and prices were off 50 percent. If this theory
would work, it ought to have worked in March 1933 and prices
ought to have gone up instead of down.

Mr. Parman. I do not hold to that theory. I hold to the theory
that demand deposits are just as material as money in circulation,
And from 1926 to 1929 we had an average of $200 per capita demand
deposits and money in circulation. It is reduced now to about $150
per capita. I do not think it is right to say that just money alone
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will affect prices so much or will cause the price level to go up or
down. 1t depends just as much on demand deposits in the banks.

Senator BarkLEY. Does it not depend upon the velocity with which
the money circulates as well as the actual amount?

Mr. Patman, It certainly does depend upon the velocity, and the
velocity has decreased considerably.

Senator Gore. The eé)roponents of this theory contend that there
are six factors involved: First, the volume of money in circulation;
second, the velocity with which it circulates; third, the volume of
bank deposits; fourth, the velocity with which the deposits circulate;
fifth, the volume of trade; and sixth, the number of transactions,
They insist that all six of those factors reflect themselves in prices.
In order to regulate prices, you have got to govern all six of those
factors. You cannot just regulate the volume of money in circula-
tion and thus regulate that and have any effect. As a matter of
fact, the Government would have to control all six of those factors,
and as a matter of fact it cannot possibly control any one of them,
and yet it would have to control all six in order to regulate prices,
Is that not true?

Mr. PatmaN. Does not the Senator believe that if demand deposits
are going down as they have the past few years—they went from
$21,000,000,000 in 1929 to $14,000,000,000 last year—that is
$7,000,000,000 decrease—there is one way you can make up for that,
and that is to take actual money in place of the demand deposits to
the extent that banking business will come back to banking business,
and increased deposits will result?

Senator Gore. From October 1929 to March 1933 your circulation
decreased 50 percent.

Mr. Parman. That was for the purpose of hoarding. People were
afraid, and they were getting their money out to hide it, to hoard it,

Senator Gore. That is why I make the point. The easiest one of
those factors to regulate will be the volume of money in circulation,
and the Government cannot even regulate that. I do not think busi-
ness is dull because money and credit are scarce. I rather think
money and credit is scarce because business is dull. There is $20,-
000,000,000 now available in credit in the Federal Reserve banks on
the basis of the excess reserve we have now. There is no scarcity of
potential credit or potential money.

Mr. PatMaN. But it would have to be loaned into circulation upon
adequate security.

Senator Gore. Yes; and it would be loaned if there was an effec-
tive business demand for it. I talked to a banker not long ago and
he said that he had $11,000,000 in his bank and he would like to loan
5 millions of it that day if anybody could give him assurance that
they could earn enough to repay it, principal and interest.

Mr. Parman. Very likely they would want Government security.

The CuairmaN. You have not finished your statement, have you?

Senator BARkLEY. I have to go to another committee, and I
cannot stay through your statement. I would therefore like to ask
you a question before I go. Does your bill provide—when these
certificates were issued they were based upon a dollar a day and $1.25
a day plus compound interest and 25 percent for the delay, and in the
certificate was written the amount that would be due in 1945. Does
your bill provide for the present payment of that amount, or do you
make any discount for the present payment rather than in 1945?
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Mr. Paryvax. My hill is based upon the theory that the payment
should be made us of the time they rendered the service, at $1 and
$1.25.  We are not asking that that be changed.

Senator Kina. With interest?

Mz, Parsan. We are asking that it be paid as of a date which
represents the half-way period between the heginning and the ending
of the average man's service, which was June 5, 1918,

Senator CLank. I o fellow entered the service in 1917, he would
be paid from 1418; andd if he entered in 1918, he would still be paid as
of that date, just as a matter of convenience?

Mr. Parsax. The Senator is correct.  We have to have some date,
and we arrived at some date as haif-way between the average man’s
serviee. 1t is proposed wlko that the interest rate should be changed
to 6 percent, for this reason-— that all of the people who hud contracts
growing out of the World War were paid 6 percent.  You take the
$3,000,000,000 refunded after the World War by reason of alleged
overpayvments of income taxes, they received 6 percent interest from
the time they cluimed they had overpaid.

Senntor King. Those that did not pay as much as they ought to
pay had to pav 6 percent on any deferred pavments which were
found to be due.

Mr. Parsan. Weask that the same prineiple be invoked heve.  We
feel if it was fair and right for the veterans to pav 6, 7, and 8 percent
that would permit the renmining half to be consumed by the pay-
ment of compound interest. that it is not unfair to ask the Govern-
ment to pav 6 percent.

Senator Gore. Suppose you and 1 have a $1,000 certificate each,
and you have yours Kmked up. I borrowed on mine and I owe $150
interest. I get $150 advantage of vou; do I not?

Mr. Patman. 1 donot know that you would call it ““an advantage.”

Senator Gork. Wouldn't you feel like you ought to have some-
thing as the equivalent ol the $150 T got {roin this Government?

Mr. Patuan. I do not think one veteran would ever mention that.

Senator Gore. 1do not know. I would look for them to come here
and demand that the soldiers that had not borrowed on theirs, that
they be equalized with those who had borrowed.

Mr. Parman. No; the 500,000 who are not in desperate straits
s%;mputhizo, I think, with those who are, and there are 3,000,000 of
them who have borrowed the limit allowed by law, and if something
is not done, thut remaining half will be consumed by 1945 and they
will have practically nothing coming to them by that time.

Senator Kina, Are they demanding that interest shall be repaid to
them if they have charged?

Mr. Pamvan. As T understand it, Senator, they are making no
demands., Of course, I have no right to speak for the veterans, but
for myself 1 am making no demands, and any veteran 1 am speaking
for, I would say he had no right to make a demand, but any request—
I think they are requesting that consideration be given to them.

Senator Gore. To remit the interest that is due and unpaid and
to refund the interest that has been paid. That was the request in
their platform.

Mr. Patyan. In the American Legion?

Senator Gonre. Yes.
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Mr. Parmax. But the American Legion did not embody that in a
bill. I know that thev say that you have a bill that will embody
their request in the \merican Legion resolution, but that is not
true.  That part of the refund of interest is not embodied in any bill.

Senator BarkLey. Very little interest has actually paid?  Ts that
not so?

Mr. PaTsan. To the banks, representing millions of transactions,
some have been paid.

Senator BArRkLEY. | mean interest to the Government?

Mr. Patamax. Very little has been paid.

Senator Barknry. There are some of us who at the time we passed
the bill authorizing the 50-percent loan felt that instead of making the
loan to the ex-service men and charging interest, that it ought to be
an outright payment and credit on the certificate for payvinent of the
50 percent and forget it and let the other 50 percent be paid when it
became due, rather than have it consumed by interest, and [ think
that way myself.

Mr. Parvan. That would have been much better than the plan
that was adopted.

Senator BarkLey. The (GGovernment had nearly a billion dollars
in surplus in the Treasury and could have done it without any hard-

ship.
VETERANS DEFPRIVED OF 7 YEARS' INTKREST

Mr. Patman, In 1924, you know, the Government, if it had known
then the condition that it was really in, it could have paid it off easily
in cash at that time, but since it did not, I want to mention this fact,
Senator, hbefore you leave: Much has been said about this 25 percent
for deferred payment. 1 happened to be before this comnuttee in
1931 and Mr. Mills and Mr. Mellon were here, and the chairman of
the committee was interrogating them, and the Senator from Texas
interrogated Gieneral Hines, and Secretary Mellon and Under Secre-
tary Milis, and 1 want to read just that part of their testimony:

Senator Couzexs. Then yvou have not discovered anything in the record which
indicates this 25 percent that was added; was added for the purpose of making
goud the deferring of the payment for 63 vears?

General Hixes. No; not up to this time.

Mr. MrLs. It is just ealled to my attention that of the cash payment made on
January 1, 1925, no interest was allowed from 1918 to 1925, and therefore the 25
pereent could not he looked upon as being paid in lieu of interest.

That is, 25 percent that was added in the adjusted-service eredit
for deferred payment, 1925 to 1945,

Mr. MiLs. My very distinet recollection, Senator, is that the 25 percent was
compensation for deferred payment.

Senator ConnaLLY. You were in the House at that time, were you not, Mr.
Secrctary?

Mr. Miuus. Yes; and I am basing my recolleetion upon my experience there.

Senator ConnaLLy. If you are going to base compensation ou the idea of in-
terest, why should you ignore the 7 vears that had expired between the war and
the date you were scttling with them?

Mr. Miots. We did. 'hat is the answer.

Senator ConnaLLy. But why should vou ignore?

Mr. Miuzs. I do not know, but we did ignore it.

Of course, that is convineing evidence that there was no interest
allowed at all from the time of rendering the service to 1925.
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Senator ConnNaLLY. I am not going to be bound by Secretary Mills
and Secretary Mellon, because I was in the House at that time. And
while the bill said we were allowing the 25 percent for deferred pay-
ment, it was on the theory, with most of the Members of the House,
that it was in lieu of the interest for 7 years. That is, all of that in-
terest is, is for deferred payment. We voted for it, I will say, in the
House, just exactly like the Legion and the veterans’ organization
asked us to vote in 1925, as I remember it.

Mr. Parman. 1 am not disputing that. I am not informed on it
other than what the record shows. I know the American Legion did
endorse the bill,

Senator (‘oxyarLy. Other veterans’ organizations did too.

Mr. Patman. 1 do not know what other organizations did, if any,
I do not say they did or did not.

Senator Gork, You said a moment ago that your bill proceeds upon
the theory that the interest ought to be increased from the amount
stipulated in the certificate to 6 percent?

Mr. PaTmaN. Yes, sir.

Senator Gore. You want to issue noninterest-bearing Treasury
notes in order to avoid interest, and yet you want to add 2 percent
to these certificates over and above what was stipulated in them,

Mr. Parman. I think it is reasonable. I think it can be sustained.
I think it is justified.

Senator Kine. Why not make it 8 percent? A lot of people had
to pay 8-percent interest.

Mr. ParmaN. We feel like, if the veterans paid 6 or 7 or 8 percent,
the Government should not object to paying 6 percent.

Senator Gore. You said a moment ago that this bill did not embody
all of the Legion’s demands?

Mr. Patman, This bill does, except the refund of the interest paid,
but no bill includes that provision, because personally 1 do not favor
that. I am not speaking for any organization,

Senator Gore. But you do want to remit what is due and unpaid.

Mr. Patman. If you do that, you will get involved with more or
less little transactions, and the fellow that needs the money will be
delayed by 2 years in getting it if you attempt to refund interest
that you have paid.

Senator ConyaLLy. Your bill as I understand it, refunds all of the
interest to the Government, but does not undertake to refund the
interest which the veterans had paid to the bank?

Mr, Patman. That is right. Some veterans have paid a little to
the Government. It does not amount to a great deal.

Senator CoxnaLLy. To refund all that is due?

Mr. ParmaN. Yes.

Senator BaiLey. I understand that your bill does not cost the
Government anything?

Mr. Patman. That is right.

Senator BaiLey. Let us make it a great deal more.

Mr, Parman. Within reasonable bounds and limitations——

Senator BaiLey (interrupting). I do not think we ought to limit it
since it does not cost us anything,

Mr. PatvaN. I do not feel that that should be any argument
against us. .

Senator BaiLey, I am not arguing against it. I am arguing for it.
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Mr. Patman. 1 hope the Senator votes like he is arguing.

Senator Gore. These Treasury notes are to be promises to pay,
are they not?

Mr. PatmMaN. Yes, sir.,

Senator Gore. But are not to be paid, is that the idea?

Mr, PaTMaN. You can make them redeemable if you want to.

Senator ConnaLLy. They will be redeemable just like any other
Treasury notes, of course.

Mr. Patman. Sure. But my hope is that they will remain out-
standing as part of our permanent circulating medium.

The Cuairman, Proceed.

NOT AN INFLATIONARY BILL

Mr, Patman. If we revise the contract so as to date the certificates
back and make this revision as to interest, each veteran was entitled
to an amount equal to the full face value of his certificate on October 1,
1931. Our bill that came here from the House provides that no
interest shall be paid up to that time. This will give the average
veteran about $500, because he has borrowed about $500. Sections 2
and 3 of the bill provide for the metallic base to be behind the money,
which I have explained, and there will be no inflation in the bill. It
is not an inflationary bill. That term was coined for the purpose of
condemning us. It1is not inflation. It will not necessarily cause the
increase of our circulating medium one dollar. It will not cause
an increase in the national debt. It merely converts one form of
Government obligation into another form of Government obligation,
and will not cause the issuance of more bonds or increase in taxes.

Senator Gore. Is the Legion for this bill of yours?

Mr. Pat™an, I think if the rank and file of the Legion were to vote
on it, I believe that 90 percent of them would be for it. The elected
and appointed leaders of the Legion are not for it. They are for a
bill known as H. R. 3896 which was introduced in the House, which
would not provide a method of payment and would cause necessarily
a bond issue for its payment.

Senator BaiLey. Do you think we should have a vote on that?

Mr. Patvan. 1 do not object to it, no, sir. 1 believe in every
fellow having an opportunity. I do not object to it at all, and if we
cannot convince you that we are right, we are not entitled to win.

Senator Gore. The Legion’s National Convention in 1933 de-
clared against inflation, and for the sound American dollar. 1 quote
that phrase. Is their opposition to your bill predicated on that? I
am at a loss to know what it is predicated upon.

Your bill and the Vinson bill increase the public debt to exactly
the same amount, as I understand it. As I understand it, your
promises to pay do not bear interest, and the Vinson promises to pay
gobbear interest, but both are promises to pay and both add to the

ebt.

Mr. Parsan. I disagree with the Senator, for this reason. It is
already a debt. The veterans hold certificates of indebtedness.

Senator Gore. I get your point,

fl(\*l/hi) PaTmaN, We are just merely converting it into another form
of debt.

Senator Gore. Then it is not true that neither one would increase
the public debt?
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Mr. Parman. The Vinson bill would certainly increase to the ex-
tent that that debt is paid now that really legally is not payable until
1945, and if you pay it now with bonds, you certainly do increase
the national debt.

Senator Gore. You would retire the certificates?

Mr. Parman. Yes; but they are not payable until 1945,

Senator Gore. The certificates are bearing interest.

Mr. Patman. T do not agree with the Senator. The certiticate as
I understand it, the interest was ealeulated in the certificate.

Senator BaiLey. You do not think that certiticates that now are
outstanding are o matured debt?

Mr. Parman, Legally they are not.

Senator Bainey. Let us get rid of words.  Are they matured or not
matured?

Mr. Pat™aN. Legally they are not o matured debt. As a matter of
right and equity, we believe that although payable in 1945, they are
really past due, by making the adjustment that [ have just suggested,
which 1 believe is reasonable.

Senator BaiLey. When did they become past due?

Mr. Parman. In October 1931,1f they are dated back as of the time
services were rendered and an adjustment is made of interest,

Senator Baiey. How do you figure that dute of October 19317

Mr. Parman. 1 just went into that o while ago.  We are staying by
this $1 a day and this $1.25.  We are not asking that it be changed
at all.  And we are not asking that it bo paid as of the bginning of
the services or the end of thoe services, but at the hulf-way peniod,
June 5, 1918.

Senator Baruey. That is arbitrary?

Mr. Parman. 1tis, That is just a request that you consider us of
that date.  And again, asking that the interest fate be changed to
6 percent from 4 percont, '

Senator BaiLey. Why not dato it buck at a dollar n day and a
dollar and & quarter to Armistice Duy?

Mr. Paryan. 1f you owe anyone a certain amount the fimt of oach
month over a period of u year and you wanted to pay him interest
on it, you would arrive at a half-way period and pay him the falt
interest from that time.

Senator BaiLey. If we owed them the money -assuming that wo
owed the money, and 1T would not say we did not  we owed the
money as of the time that they were being paid during their service,
They rendered no service after they got out ol the war for which they
would receive compensation. The puytnent would relate baek to the
period for which they were rendering services.

Mr. Paraman. Yes, sir. Of course if vou were {o date the certifientes
back, the whole certilicate, back to November 11, 1918, they would
be due November 11, 1938, T will cone to that in the discussion of the
Harrison bill.

This Harrison bill, as 1 stated in the beginning, concedes and
recognizes a prineiple that we have been trying to sell the country
on, that the services should be paid for as of the time they were
rendered. It is true that Senator Harrison has used the date, Armistico
Day, November 11, 1918, but it is a recognition of the prineciple that
wo have been tighting for for these muny vears. The adjusted-service-
cortificate law gives the veteran this dollar a day as of 1025, but as a
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matter of fact you puy the velernn a dollar as of 1925, and that is
equal to paying him 60 or 70 cents as of 1917 or 1918, So we are
asking that it be dated back to the time they rendered the service,

Senator Bainev. 1 do not quite get that.

Mr, Patman. If you pay him a dollar as of January [, 1925, that
is equal to paying him 60 or 70 cents as of 1918, the date he rendered
the service. If you consider that money is worth anything, that the
use of money is worth anything—-—-

Senator BaiLky (interposing). You have run into the doctrine of
rubber dollars,

Mr. Paryan. I am talking about the same kind of dollars that
are now outstanding, and if the Senator can tell me any dilference
hetween them, I would like to know it.

Senator BaiLky. I do not know that there is any difference, but
there are a great many plans on foot which would make them still
more clastic, and I am a little bit suspicious how far that might go.

Mr. PaTman. Senator Harrison's proposal is insullicient, the way
I view it, for these reasons, that the date of pavment should be the
half way period between the beginning and the end of the average
man’s service, and further that the whole certilicate should be dated
back, that is, according to the theory that is disclosed in this bill. 1
cannot see any justification for dividing the bill, the Adjusted Compen-
sation Act of 1925 and dating a part of it back and ignoring the
veterans’ 25 percent, since wo know that the 25 pereent was for waiting
20 yorrs from 1925 to 1945, and Congress has acknowledged that 25-
percent increase was received for waiting 20 vears.  Why not give
them tho benefit of that increase for 17 years that they have waited
for those who want eash settlement now?

The CralrMAN. Have you made any caleulnation as to which is the
groater amount, the 4-percent compounded interest from November
11, 1918 to 1925, or the 25 percent that was given additionally?

Mr. Paraan. There would not be a great deal of ditference in it,
Senator. They would be about the same, 1 suspect.,

The Cramman, The figures that ave given to me are that the
4-percent compound interest are mueh greater than the 25 percent.

Mr. Paryman. But the Senator is going upon the theory, 1 am
afraid, that they were paid interest during that time, thet this 25
percent was for the interest during that time, which of course 1 do
not believe is correet. 1 can tell you another reason why 1 know it
I8 not correct,  The veteruns who served tess than 110 days did not
recoive an adjusted-serviee certificate.  He had received his $6G0 and
he recoived the balance in cash.  He did not receive any interest
from the time he rendered service until that eash was paid.  You take
the veteran who died in service.  When his beneficiaries were paid in
1925, they were not paid interest from 1917 and 1918 to 1925, there-
fore its Secretary MilL’ said, they completely ignored the interest on
the adjusted-service certiticates for that period of time,

Senator Gonre, Just what is vour theory about the 25 percent,
What does that vepresent?

Mr. Parman, For deferred payment. In other words, (Congress
said to the veterans, * We nre not able to pay you now, the country
is not, and we prefer that you hold these cerlificates anyway until
1945, and we are going to make it to your interest to hold them by
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increasing the amount 25 percent.  We will give you that as com-
pensation for defeired payment.”

Senator Gore. That was for waiting until 19457

Mr. Parman. That is for 20 years, from 1925 to 1945.

Senator BaiLey. If that is your theory, and since we are now
getting ready to pay them in cash, then that inducement itself is no
consideration for the period that elapsed. We will have to make an
adjustment there, on your own theory.

1{11'. Paryman. The earned part of it should certainly be allowed.
?n my theory, they would be entitled to the earned part of it, at
east. '

Senator BaiLey. Is that in your bill?

Mr. Patvan. It is based upon that theory.

Senator BarLey. Or do you eall for the whole 25 percent?

Mr. Parvan. The bill is based upon the theory originally that no
part of the 25 percent would be allowed, but the $60 that was deducted
would be put back, and added to the adjusted service credit, but that
would amount to considerably less than the earned part of the 25
percent.

Senator BarLey. But you do include the 25 percent now notwith-
standing that the date of payment is moved forward?

Mr. Patman. For the purpose of making an argument to show that
it is really past due although payable in 1945, we are considering it.

Senator BaiLey. It is for the purposes of an argument, but it is
realizable in cash,

Mr. Parman. T did not get the Senator.

Senator BaiLey. I say, it is put in, you say, for the purposes of an
argument, but it turns out to be cash.

Mr. Patman. It is really not in the bill. But I am just giving you
that as an illustration to try to convince the Senator that although
the certificates are payable in 1945, that they are really past due.
That is, if the revision is made in order to date the certificates back
to the time the services were rendered and an adjustment of interest
is made.

The Harrison bill, of course, is 4 pereent on the adjusted credit, and
it does not call for any deduction of interest on loans at all.  Many
of these veterans paid of course 6 or 7 or 8 percent interest. The law
was that they would pay 2 pereent above the rediscount rate for 90
dayvs’ commercial paper.  The rediscount rate went up as high as 04
percent, which would cause them to pay 114, 1 do not know of any
that ever paid over 8 percent, und 1 um sure that was the limit, |
know they paid 8 pereent and 6 percent and 7 percent.  Therefore,
we feel if the veterans were charged 6 and 7 and 8 percent for their
money, which causes the remuining half of their certificates to be
consumed with this interest, that it is not unreasonable to ask the
Government to pav them 6 pereent.

Senator BaiLey. That is, assuming that all of them were borrowing
money?

Mr. Parman. Six out of seven have.

Senator Gore. You say there was a rediscount rate of 9 percent?

Mr. Patman. It went to 9} percent.

Senator Gore. It went to that?

Mr. Par™aN. Yes, sir.

Senator Gore. Have you date for that?
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Mr. Patman, I have it here; 1 can give you the exact date. The
Statistical Abstract of the United States for 1934 shows that in
October and December 1929 and also July and September, it went
to 9%, and April and June 1929 it was 9},

Senator GGore. That is in the Federal Reserve banks?

Mr. Patman. Yes, sir.

Senator Gore. How long did that rate last?

Mr. Parmax. It did not continue long.

Senator Gore. But you predicate your deduction upon the
theory

Mr. Parman (interposing). No. T wn stating that we are not con-
sidering that.  We are only considering the rate of 6, 7, and 8 percent,
You see, the rate charged to the soldier was 2 pereent above the re-
discount rate for 90-day commereinl paper,

Senator Gore. In 1927, the rate got down to 3} percent.

Mr. Patyan. Yes, sir,

The CHamrman. Is there anything further, Mr, Patman?

Mr. Patman. One other point, Senator, and 1 will finish.

Scenator Gorg. In that connection, vou add in the 25 percent and
also you add 2 percent to the rate of interest, in your bill.

Mr. Patman. The 25 percent, I said, was justification that the cer-
tiicates were pavable in 1931.  If you consider them as of the time
they rendered the service,

Senator (JORE. Are you going to remit the interest that they agreed
to pay and add 2 percent to the interest that the Government pays?

Mr. Patman. 1 am only going to remit the interest since the date
that we are able to show the certificates were really due.  Thatis an
amount equal to the face value of each certificate that was really due.
I do not propose to remit any interest hefore that time, because 1 do
not see any justification for it.

Senator ConNaLLY. I just wanted to ask you. As I understand
it, in your computation, showing it would be due in 1931, you retain
the 25 percent which was added arbitrarily in 1925, and then you
recompute the interest at 6 percent. Is that correct?

Mr. Patman. We can do it in either of the two ways and show it
is due., Each soldier had $60 deducted from his certificate, based
upon the theory that they were paid $60 when they left the service,

Senator BamLev, Was that a theory or a fact?

Mr. Parman. Of course, I am telling you the theory—

Senator BAILEY (interposing). I want to know. You said that it
was based upon the theory that they were paid $60.

Mr. Patman, Kach veteran was paid $60.

Mr. BaiLey. The question is, Were the paid $60 or were they not?

Mr. PatMax. I thank the gentleman for his contribution, because
it is a fact. I was stating a theory which involved this fact. They
actually were paid $60. That applied to the ones who served 1 day
or the major general who received $8,000 a year. It did not make
any difference.

Senator ConnaLLy. Nobody above a captain got it.

Mr. Patman. No. Thereforo the ones of long service should not
be charged that $60. Why penalize them when you give it to the
fellow who served 1 or 3 or 5 days, or make those fellows pay it back
who have long service? 1If that $60 is not deducted, the $60 should
not be deducted, and if it is not deducted and you put it on the $400
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adjusted credit for the average certificate, $460, and make this re-
vision as to interest, the whole amount was due in October 1931, or
if you will ignore the $60 and say, “We are going to leave that out
entirely, but we will give the veteran the earned part of the 25-per-
cent increase that Congress said they were entitled to receive for
waiting 20 years”, and then make an adjustment as to interest, and
they were entitled to the full face value of their certificates October
1931. On either theory, there is reason and logic to support full
pavment.

S}fnator Gore. I may not understand. All of the soldiers got $60 in
cash?

Mr, PatMan. That was to pay for a suit of clothes.

Senator BAiLEY. That was to start them out when they got out of
the ranks”?

Mr. PatMan. Yes.

Senator Gore. You figure that that ought not to be deducted?

Mr. PatMaN. No, sir; it should not.

Senator Gore. They ought to draw interest on the money that
they got?

Mr. Parman, In actual practice, this is what has happened:
When one of them went into the service, he gave his complete civilian
outfit of clothing, and everything, to the Reg Cross to send to Europe
to relieve distress over there. They abolutely left their civilian
clothing behind them. When they came out of the service, the argu-
ment was made in Congress that they had given their civilian outfits
t? t.lﬁe Red Cross, and let us give them enough money to buy civilian
clothes.

Senator Gore. I am not making any point about that. It is all
right. ?But your point is it should not be deducted from this cer-
tificate?

Mr. Patuan. They deducted that from the $! and $1.25 a day;
and !ilf they are entitled to interest, they would be entitled to interest
on that.

Senator Gore. On the cash in hand?

Mr. Patvan. [ do not follow the Senator on that.

Senator Gore. I say, 1 may not understand it, but as 1 understand
it—

Mr. PatMaN (interposing). The only bonus that was ever given
was that $60.

Senator Gore. You want to fizure now your calculations——

Mr. PatmaN (interposing). That it should not be charged up
against them on their service.

Senator Gore. But you do not allow them interest on the $60?

Mr. Patman. No. They have had the $60 all the time.

Senator Gore. I thought you were saying it should not be de-
ducted; and if it were not deducted, I assume it would bear interest.

Mr. Patman. If you allow them that $60 and do not take it, cer-
tainly that would allow interest.

Senator Gore. On the $60?

Mr. Patman. Certainly, if it was not deducted. As evidence of
the fact that it was intended for the civilian outfit of clothing, the
first act that was passed in February 1919—— .

Senator Gore (interposing). I do not care about that point. I
want to ask you one other question. Has there been any experience
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in any country with this fixing or freezing of a price level —any such
experience as would justify us in adopting such a {)olicy here?
Ar. Parman. I do not see that that is really relevant to this.

Senator Gore, But it is in the bill,

Mr. PatMan. I do not think it is in the ... except as a matter of
precaution against an undue expansion. That is placed there as a
safeguard—a safety valve in the bill.

Senator GoORE. I thought one of your main objectives was to
restore the price level of 1926 and maintain it?

Mr. Patman. Ol, no; it is one of the safeguards. It is not an
objective. Of course, if the Senator insists, I will be glad, to the
very best of my knowledge and ability, to discuss it, but I do not
think it is related.

Senator Gore. You can answer that one question, whether any
country has tried that experiment and made a success of it?

Mr. Patman. I think Switzerland came nearer to doing it than
any other country. I am not an expert on it nor an authority.

Senator Gore. I take & magazine published in Sweden, and the
last time I checked up on it, the price of imports had gone wp 13 per-
cent, and the price of domestic goods had gone down 9 percent, but
they had maintained the price level at the index figures, but that was
what took place behind the scenery.

A\II r. }l’A'rMAN. That was an sll-wholesale commodity price level,
evidently.

Senat(}wyr Gorg. Yes; and they were considering the advisability of
discontinuing the experiment.

Senator CoNNaLLY. Is it not your purpose not to affect the price
level, but you inserted that clause in order to meet the argument of
inflation?

Mr. Parman. Absolutely.

The CuamryaN, Does that cover your case?

Senator BarLky, I would like to ask one question. My informa-
tion, derived largely from the newspapers, is that the President would
veto your bill and that he would veto the Vinson bill and would not
veto the Harrison bill. Assuming that that is a fact, why should we
undertake o be passing the bills which would bring the soldiers
nothing? Why should we not proceed to this bill which the President
would approve?

Mr. Patman. To be perfectly frank with you, the soldiers won't get
much under the Harrison bill. The average veteran holding a $1,000
certificate, having borrowed every time he was given the opportunity,
owes $500 principal and approximatelf $100 interest, which is about
$600. Under the Harrison bill he would get about $754 to $775. He
would get about $154 to $175 in cash. I will concede that there will
be a little premium for the fellow that was able to hold the certificate.
But it would look awfully bad for a fellow that had to borrow.

Senator BaiLey. He would get the full face value in 1938 under the
Harrison bill.

Mr. Patuan. It was not designed for that purpose. .

Senator BaiLey. I am asking you what the facts are, not what it
was designed for. .

Mr. Patman. It will be a great premium for the man who does not
owe and a resulting penalty to veterans who do. )

Senator BAILEY. Isit afact that he would get the full face value in
19387
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Mr. PatvaN. No, sir; it would be 1942, under the Harrison bill.

The CHairMaN. Under the average, it would be 1942. Some of
them might get it immediately. It depends upon the time they took
out the certificate, and their age, and so forth.

Mr. PatmaN. You are considering that premium with the in.
surance?

The CHAIRMAN. Yes.

Mr. Parvan. That certainly would not include very many,
Senator, and it would be the exception and not the rule.

Th?e CrAIRMAN. The average of all of them would become due in
1942

Mr. PaTtman. Yes, sir,

Senator Gore. Senator Bailey suggests that the President would
probably veto your bill if it came to l%im. The Legion organization,
at least, is against your bill. Would you think, in the light of thése
two facts, that we ought to pursue——

Mr., PartMan (interposing). I will answer you this way. The
Legion organization was against our bill, and so was those opposed to
any bill, but~——

Senator Gore (interposing). And you won on one test by only
three votes.

Mr. Patman. We had some other votes; we had enough votes,
We did not need any more than three votes to win that time.

The CuairMaN. Thank you very much, Congressman.

Mr. Patman. I just want to state, Senator Bailey, that of course
I do not favor the Harrison bill. I appreciate the long step in the
direction we are going, that it has made, and we just hope that logic
and reason that we feel that we are able to present will persude Sen-
ator Harrison and the members of this committee to pass the bill
that the House passed.

Seqa;cor BaiLey. What is the use of passing it if the President will
veto 1t?

Mr. PatmaN. You might persuade him that it is & good thing for
the country to approve it.

(Congressman Patman submitted the following in extension of his
statement:)

THE PATMAN BILL 8TOOD FIVE TEST8S IN 2 DAYS

The Patman bill is the only bill that was ever required to stand five
tests in the House of Representatives in 2 days. The Vinson sup-
porters were allowed two of these tests.

The steering committee for the passage of H. R. 1, which was op-
posed by a majority of the Ways and Means Committee, the propon-
ents of all other plans, the opponents of any legislation on the subject,
and the Republican minority, yet were victorious in a fair fight before
the House of Representatives, were as follows:

Wright Patnam, chairman; Abe Murdock, secretary; Adolph J.
Sabath, Illinois; James G. Scrugham, Nevada; Arthur H. Greenwood,
Indiana; William M, Colmer, Mississippi; Jennings Randolph, West
Virginia; Clarence Cannon, Missouri;%m, P. Connery, Jr., Massa-
chusetts; William M. Berlin, Pennsylvania; Frank Hancock, North
Carolina; Jed Johnson, Oklahoma; James P. Richards, South Caro-
lina; Gerald J. Boileau, Wisconsin; Andrew J. May, Kentucky; Fred



PAYMENT OF ADJUSTED-SERVICE CERTIFICATES 29

H. Hildebrandt, South Dakota; Martin P. Smith, Washington;
Martin Dies, Texas; John E. Miller, Arkansas; George A. Dondero,
Michigan; Paul J. Kvale, Minnegota; Roy E. Ayers, Montana.

I am personally greatly indebted to the members of this steering
committee for their very able, loyal, and effective support of this
cause.

There are many other Members of this House who are also entitled
to receive the greatest recognition possible for their contribution to
this successful battle.

VOTES BY STATES

The figures indicated in the parentheses preceding the name of the
State ingicate the number of Members of the House of Representa-
tives from that State. The fizure in parentheses after the name of
the State indicate the number of Members of the House from that
State who voted against final passage of the bill to pnﬁ the adjusted-
service certificates. There were 90 in all who voted this way:

(9) Alabama (3), (1) Arizonsa (0), (7) Arkansas (1), (20) Caliiforna
(3), (4) Colorado (1), (5) Connecticut (5), (1) Delaware (0), (4)
Florida (2), (10) Georgia (2), (2) Idaho (0), (25) Illinois (3), (12)
Indiana (2), (9) Towa (2), (7} Kansas (0), (9) Kentucky (1), (8)
Louisiana (0), (3) Maine (0), (6) Maryland (1), (15) Massachusetts
(7), (17) Michigan (1), (9) Minnesota (1), (7) Mississippi (1), (13)
Missouri (2), (2) Montana (0), (5) Nebraska (1), (1) Nevada (0), (2)
New Hampshire (1), (14) New Jersey (6), (1) New Mexico (1), (43)
New York (17), (11) North Carolina (2), (2) North Dakota (0), (22)
Ohio (7), (8) Oklahoma (0), (3) Oregon (0), (34) Pennsylvania (2),
(2) Rhode Island (1), (6) South Carolina (1), (2) South Dakota (0),
(9) Tennessee (2), (21) Texas (2), (2) Utah (0), (1} Vermont (1), (9)
Virginia (7), (6) Washington (0), (6) West Virginia (0), (10) Wisconsin
(1), and (1) Wyoming (I).

MORE THAN 100 PERCENT IN GOLD WILL BE BEHIND EVERY DOLLAR

Section 2B of the bill now before this committee, and which I am
advocating, provides as follows:

‘(b) United States notes issued pursuant to the provisions of this
act shall be lawful money of the United States and shall be fixed by
law. Such notes shall be legal tender in payment of all debts and
dues, Hublic and private, and shall be receivable for customs, taxes,
and all public dues, and when so received shall be reissued. Such
notes, when held by any nntional-bankinfg association or Federal
Reserve bank, may ge counted as a part of its lawful reserve. The
provisions of sections 1 and 2 of the act of March 14, 1900, as amended
(U. 8. C,, title 31, secs. 314 and 408), and section 26 of the Federal
Reserve Act, as amended (U. S. C,, title 31, sec. 409), are hereby made
applicable to such notes in the manner same and to the same extent
as such provisions shall apply at the time of the enactment of this act
or in the future to United States notes.”

; 1}.Tnit;ed States Code, title 314, which is referred to herein, is as
ollows:

“314. StanparDp UNIT oF VALUE.—The dollar consisting of 25%»
grains of gold nine-tenths fine shall be the standard unit of value, and

130434-—35——38
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all forms of money issued or coined by the United States shall be
maintained at a parity of value with this standard, and it shall be the
duty of the Secretary of the Treasury to maintain such parity.”

Section 408 of title 31, United States Code, has reference to gold
reserve redemption of United States notes and Treasury notes and
reissue of redeemed notes.

It provides for reserve fund of $150,000,000 in gold coin and bullion
to redeem United States notes. As often as the notes are redeemed,
the Secretary of the Treasury is required to use the notes so redeemed
to restore and maintain such reserve fund; first, by exchanging the
notes so redeemed for any gold coin in the general fund of the Treas-
ury; second, by accepting deposits of gold at the Treasury in exchange
for United States notes so redeemed, and so forth.

Section 409 of title 31, United States Code, gives the Secretary of
the Treasury the power for the purpose of maintaining the parity of
all forms of money issued or coined by the United States ami' to
strengthen the gold reserve, to borrow gold on the security of United
States bonds.

According to Public Law No. 87, January 30, 1934, all right, title,
ésnd interest in and to all gold passed to and was vested in the United

tates.

According to section 6 of that act, it is provided: ‘‘That the reserve
for United States notes shall be maintained in gold bullion equal to
the dollar amounts required by law.”

Therefore, under existing law, if United States notes are issued as
proposed in my bill, the Treasury will set aside sufficient gold bullion
for a reserve, as it is needed and all the $8,672,104,452.59 now held
and owned by the United States Government will be behind these
notes.

PATMAN BILL FAVORED BY HOUSE

The Ways and Means Committee of the House is composed of 25
members. January 14, 1935, 19 of these members favored the I’at-
man bill, and 6 were opposed to any bhill. On that day the Vinson
bill was introduced in the House, which took away eight of the Pat-
man bill supporters. The bill was never introduced in the Senate,
where its strength was claimed to be the greatest. The committee
then stood 11 for the Patman bill, 8 for the Vinson bill, and 6 against
any bill. The Vinson supporters and those opposed to any bill co-
operated and received a favorable report on the Vinson bill from the
committee 14 to 11. In other words, the opponents of any legislation
dictated the favorable report on the Vinson bill by reason of the wedge
being driven through the forces of the proponents.

The supporters of the Vinson bill in the committee were: Eiﬁht
Democarts and six Republicans (including six against any bill);
against, 10 Democrats and 1 Republican.

The supporters of the Vinson bill in the House: 120, who favored a
full-payment bill, and 84 who were opposed to s full-payment bill,
making a total of 204.

Among this number were 83 percent of the 102 Republicans, 93%
percent of all Members of the House opposed to any bill, and 98
percent of the supporters of the Tydings bill that will give the holder
of a $1,000 certificate, who has borrowed every chance, the sum of
$154 in full payment.
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VINSON BILL SUPPORTED BY ORGANIZED MINORITIES

In the House there are 435 Members. The Vinson hill never did
at any time receive more than 120 votes from Members that favored
any bill providing for the payment of these certificates. The Vinson
bili did receive almost soli({) support from the Republican Members of
the House, as it did in the committee. It received almost the solid
support of those who were opposed to any bill. It received almost
the solid support of those who wanted to give the veterans a small
settlement in full payment. In other words, the Patman bill was
opposed by those who opposed any legislation, by these who opposed
any other form of payment, and the Republican minority. Organized
minorities, cooperating, drove a wedge through our forces.

REPUBLICANS IN HOUSE SUPPORTING PATMAN BILL

Every Republican in the House, except the following, voted for the
Vinson motion to recommit, March 22, 1935:

Burdick, North Dakota; Carlson, Kansas; Dirksen, lllinois;
Murray, Pennsylvania; Dondero, Michigan; Gilehrist, Iowa; Guyer,
Kansas; Hope, Kansas; Knutson, Minnesota ; Lambertson, Kentucky ;
Wolverton, New Jersey; Lemke, North Dakota; Marcantonio, New
York; Pittenger, Minnesotu; Seger, New Jersey; Stevan, Nebraska;
and Thurston, Towa.

The 7 Members of the Progressive Party and the 3 Farmer-Labor
Members voted for the Patman bill.

HOW ORGANIZED MINORITIES CAN CONTROL

In the Committee on Ways and Means, the Patman bill received
61 percent of the support of the members of that committee who fa-
vored any bill. Yet the hill receiving 39 percent of such support, the
Vinson bill, got a favorable report. The Patman bill received 6314
percent of 2ll the votes in the House of the Members who *favored
any bill. it prevailed over the Vinson bill by only 3 votes by reason
of the zombination herein amended. Of the 204 voting for the
Vmson bill in preference to the Patman bill, 84 of them were against
any bill and voted against the bill on final passage. The 207 Patman
bill supporters have been in the past and are now enthusiastic ad-
vocates of the payment and believe it is the best plan to get results.
Not one of the supporters of H. R. I-—the Patman bill—voted for
the Tydings substitute, which would give the holder of a $1,000
certificate, who has borrowed every chance, the sum of $154 in full
payment.

There were 87 ex-service men, who are Democrats, in the House;
-li)gint)f them voted for H. R. 1, the Patman bill; 39 preferred the Vinson

ill.

ADJUSTED-SERVICE CERTIFICATES—WHAT A DEMOCRAT SAID IN 1922

Read what the Hon. Henry T. Rainey said March 23, 1922, in the House of
Representatives on_the bill to pay adjusted compensation to veterans of the
World War (Cong. Rec. pp. 4460-4462, Mar. 23, 1922):

This adjusted compensation—it is not a bonus or gratuity or charity—will
be paid because the American people remember that, while these pick of American
manhood were in the trenches and hospitals and camps, others thsically,
mentally, and morally inferior, who could not be trusted to hold the line on the
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forefront of civilization, were reveling in the greatest orgy of money-grabbing this
Nation ever knew.

““This is not a ‘soldier-bonus’ measure, as it has been persistently called. It
is adjusted compensation for our soldiers, sailors, and marines—an inadequate
adjustment and long overdue—but the best that our leaders believe the country
ganddlo atdthis time, and there is imperative reason that action should not longer

e delayed.

“Why should it be paid at all? Why did their pay need adjustment?

‘“We conscripted them for military service.  Out of 24,000,000 registered under
the selective draft law—passed by us in Congress assembled—following our
directions 4,000,000 were chosen to do the Nation's fighting. They left home,
their professions or jobs, suffered every hardship, facing death repeatedly under
physical and mental and moral strain 24 hours in a day. We paid them nominally
$30 a month, or $1 a day, but by the time they got through with allotment and
insurance deductions and buying Liberty bonds at our exhortation their $30 a
month dwindled to $8, less than 25 cents a day.

“We do not conscript labor, which, with 4,000,000 men drawn from their
customary places in productive enterprise, no longer felt the keen ecompetition
for employment, and reveled in a period of high wages beyond their most eager
dreams, where practically every man got as much for one 8-hour day’s work as
the soldier got in a month for 24-hours-a-day toil, with alt the hellish inventions
of modern warfare bursting about him and sweeping over him in a fog of gas.
Oftentimes they worked side by side in the cunstruction camps, the soldier at
$1 and the other at $10 a day.

‘‘We hired boys and girls and men and women by the hundreds of thousands
and put them in mahogany-furnished offices, equipped with all the latest devices
for comfort and to make work easy and paid them not $30 a month but multiplied
many times their pre-war salaries, and on top of that gave them a $240 bonus,
which they are still receiving.

‘“This is the richest Nation in all the world, our aggregate wealth being
$286,000,000,000, more than one-third of which accrued during the war, and our
debt being approximately only 8 percent of our wealth. When our boys came
home we gave them $60. But what did our Allies do, with debts running from
23 to 57 percent of their wealth, and who cannot even pay us the interest on the
$15,000,000,000 they owe us? They granted immediately substantial bonuses
to their soldiers. Great Britain from $142 to $7,000; Belgium, $492; Canada,
$600 to privates and $972 to officers; France, $249; and Italy, $64.

‘‘ We paid stay-at-home labor as we went for services. We reimbursed capital,
appropriating $3,000,000,000 to settle claims of war contractors, and as much
more to the railroads, a bonus guaranty of 6 percent even on inflated stock values.
We made an advance of $1,5600,000 for seed to the drought-stricken farmers of
the Northwest. We gladly gave starving Russia $20,000,000. We gave Europe
$100,000,000 after the war—and we gave our own heroes $60—not enough to get
them decent civilian clothes.

“Cannot we afford to give these boys adjusted compensation—even though
unduly late and entirely inadequate—when instead of hoarding it, as the new
millionaires will, put it in circulation to the benefit of the shopkeeper, the butcher,
and baker and manufacturer and farmer and banker, and into every line ol
business and every home in the country.”

ConGREssMAN CRisp OF GEORGIA ON PavING VETERANS' ADJUSTED COMPEN-
PENSATION

[Cong. Rec., pp. 4369-4371, Mar. 23, 1922}

The 4,000,000 men were forced to leave home, loved ones, and private business,
and to serve under the orders of the Government, not for 8 hours a day only, but
for 24 hours in each day, at a compensation of a dollar a day, this small amount
being reduced even more by required payments for life insurance, Liberty bonds,
and often allotments; while the remaining 20,000,000 men registered for military
service and all the other citizens of the United States were left at home to suffer
no hardships or privations, but to enjoy such an era of high wages for their labor
and high prices for their commodities as the world had never before known. The
testimony before the committee shows that drafted men worked in the con-
struction of Army camps and cantonments, doing carpentry and other skilled
work at a meager $1 a day, while private citizens engaged in the same work, in



PAYMENT OF ADJUSTED-SERVICE CERTIFICATES 33

the same gaug, received from $8 to $10 a dav. In France, enlisted men worked on
roads and dug trenehes, while private laborees working with them received many
times their compeneation.

Congress passed a law providing several million dollars to pay mineral and
mining speculators for profits they would have made had the war gone on, and
again we heard no protest against taxing the people for this purpose. Millions
were appropriated to pay losses sustained by the Shipping Board, the money thus
appropriated going, as a general rule, to the big interests; and there was no protest
that the tax to raise this money would work injury to the contrary. I might cite
numerous other instances, as the payment of $100,000,000 to feed Kurope and
$20,000,000 for Russia.  But when it comes to adjusted compensation for the
ex-service men, many interests that largely profited and profiteered during the
war are loud and voluble in their protests, claiming that payment of this bounus
will work injury, havoe, and ruin to the business interests of the country. 1 do
not believe this.

During the World War the Government paid a bonus of $240 a yvear, or 820 a
month, to cach of itseivil cmployees drawing less than $2,500 a yvear.  Those
employees underwent no hardships, but performed their duties during the cold
of winter in steam-heated horitees apd in sommer nnder the cooling breezes of an
electric fan.  The amount so paid these employees totaled millions of dollars 2
year, but there was no complaint throughout the land of the people being taxed
to pay this gratuity.

1t will be readily ~cen that the financial strength of the Allies is incomparable
with our own; vet, notwithstanding the huge debt of our Allies they have all
granted substantal bonuses to their soldiers, as follows: Franee, $249; Great
Britain, from $142 to her privates to about $7,000 to her oflicers; [taly, $64;
Belgium, $492; Canada, our neirhbor an the rorth, has paid her privates a bonus
of $600 and her officers $972, and has advanced her soldiers money to buy farms,
and after discharge made them an allowance each month until they secured em-
ployment; Australia and New Zealand have paid their soldiers a bonus.  If these
countries, in their financial condition, can extend to their ex-service men a sub-
stantial evidence of appreciation of their serviee, surely the United States, the
richest Nation of the World, with a great national wealth and a relatively small
debt, can afford to be equally as generous and appreciative to her patriots.

[Report on veterans’ adjusted-compensation bill, Rept. No. 143, 67th Cong., 1st sess.]
IT 18 NOT A BONUS

United States Sciator MeCumber filed a report on the adjusted compensation
bill from the Committce on Finance of the Senate, in which e said:

““This proposed legislation is gencrally referred to as the ‘Soldiers’ bonus bill’.
No name could be applied that would be more irrelevant. It is worse than errone-
ous. It stamps upon a just and unquestioned national moral obligation the desig-
nation ‘gratuity’. The purpose of this bill in no sensc seeks to express a national
gratitude by a money gift to our soldiers. It is not so intended by its supporters
and the veterans of the World War would not so accept it. Tt is just what its
title reads, o bill to provide adjusted compensation for the veterans of the World
War,  Itisnot a bonus bill, and fairness to country and soldier alike requires thiat
we should exclude the word *honus’ in referring to it.

“In simple, plain Knglish, the purpose of this bill is to give to the soldier whae
offered his life with his services a compensation that will more nearly approach
that of the laborer who remained at home, secure from danger, and whose compen-
sation inereased fram 200 to 300 percent and, measured by the amount of lahor
actually perforned, far heyond those figures ¥ % x”

SOLDIERS’ PAY VERSUS CIVILIAN PAY

April 6, 1917, war was declared by this country against Germany.
Congress immediately commenced consideration of a bill that had
for its purpose raising an Army. Little consideration was given to
the question of pay that men in uniform would receive. It was well
known that if any injustice should be done in this regard it could be
corrected Iater. Between four and five million men were caused to
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don.the uniform of their country. Practically all of these men felt
it was their duty, desired to be patriotic, and, like all good soldiers,
served wherever they were called upon to serve. Nevertheless, it
was adniitted that practically all of them-suffered a serious economic
disability by being required to serve at $1 a day, when others, for
various reasons exempted from military service, were making, in the
words of our own great President, from $8 to %20 a day in the ship-
vards and munition factories.

DEDUCTIONS GOT THE $30 A MONTH

Do not get the impression that the private soldier actually received
$30 a month, as reported. The average allotment of his pay for his
dependents, if he had dependents, was about $15 a month. He was
required to carry war-risk insurance, which cost him on an average
of $6.60 au month, the (Government thereby requiring him to make
his monthly contribution for the protection of the loved ones of his
dead buddies. Four million veterans paid Unecle Sam approximately
$400,000,000 in this way, for which they did not receive 1 penny in
return,

Uncle Sam paid for the insurance on his ships but not on his men.
The soldier wus required to pay for altering and mending his clothing
and shoes, his barber bills, laundry bills, and bills at canteens for
tobacco and incidentals. If he had anything left, he subscribed for
a Liberty bond on the installment plan or he was called a “slacker.”

Commissioner O'Reilly, who is now an alderman in a western city,
at the end of his first month in the service, after waiting 2 hours in line
with his company, approached the paymaster's table, saluted, and
gave his name. The paymaster, looking at the company pay roll,
replied, ““Private O'Reilly, you owe this Government 80 cents.”

OTHERS RECEIVED ADJUSTED PAY

When the war was over those who dealt with property rights had
their pay adjusted by the Congress of the United States. Seven
thousand World War “‘cost-plus” contractors——many of them had
engaged in a “war for profits”’—had their pay adjusted. Included
in this group were the Du Ponts, who recently admitted that they
made a profit of a quarter of & billion dollars out of the war after
paying all expenses and taxes on what they billed to South American
countries as ‘‘sporting goods.” The railroad owners and war con-
tractors received an adjustment of pay in cash and other benefits
amounting to billions of dollars. They asked the Government for a
revision of their contracts and were not called unpatriotic for doing it,
and they were paid in cash.

Five hundred thousand Federal employees of the Government, who
received up to $2,500 a year during the war, received an adjustment
of pay amounting to $1,440 each—they asked a revision of their con-
tracts and they were paid in cash $240 a year for 6 years. .

Foreign countries asked for a revision of their contract and had their
debts adjusted, which resulted in Congress giving to them as an out-
right gift the huge sum of $10,000,000,000. Many of these countries
used our money to pay their own soldiers adjusted pay and bonuses up
to the enormous sum of $7,290 each.
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CONSCIENCE-STRICKEN CONGRESS

After doing so much for property rights and foreign countries, a
conscience-stricken Congress was determined to make some adjust-
ment of pay received by the men who wore the uniform. The cost
of the war was $36,000,000,000; the men in uniform received
$4,500,000,000. It was agreed that the Members of Congress could
not save their faces and allow less than $1 a day as adjusted pay.

SECRET CAUCUS AND CHISELING AMENDMENTS

The Ways and Means Committee of the House consisted of 15
Republicans and 10 Democrats, The Republicans put the Demo-
crats out of the committee room, closed the door, called in representa-
tives from the War Department, and outlined the plan of paying $1 a
day to each veteran for home service and $1.25 a day for service
overseas. These representatives were instructed to suggest how deduc-
tions and reductions could be made to propose every chiseling amend-
ment for which any argument could be offered for its adoption and to
get up some sort of a plun that would appear to the veterans that they
were actually getting the $1 a day, but which, in fact, would be so
manipulated that they would get just as little of it as possible. One
of the unfairest chiseling amendments was the deduction of the first
$60. Another was to provide a way whereby the banks would con-
sume one-half of each certificate through compound interest after a
few loans, obtained in dribs, had been made.

In this secret caucus, where words were spoken that were supposed
to never be known, the plan was conceived which was enacted to give
the veteran a post-dated check, an I O U, or a ‘‘tombstone’’ certifi-
cate, payable in 1945. The basis for it was the $1 a day for domestic
service and $1.25 for service overseas, plus interest at 4 percent and

lus 25 percent of the basic pay for waiting from 1925 until 1945.

he veterans were not askeg to take or reject these certificates,
They had to take them or leave them alone, just like they were com-
pelled to go in the service, whether they wanted to or not.

CERTIFICATE HOLDERS AND REMAINDER DUE

Three and one-half million veterans hold certificates, averaging
$1,000; 3 million of them have borrowed the limit allowed by law,
which is 50 percent of each certificate. and after deducting prior loans
and interest before October 6, 1931, there is a remainder due of
$2,000,000,000. They are paying $163,000 a day in compound
interest on these loans to the Government and to the banks, which is
rapidly consuming the balance due.

HIGH INTEREST AND TIME DUE

They have paid as high as 6 and 8 percent interest, compounded
annually, for their own money. If the Government should now
allow the veterans the interest rate the veterans were charged, an
amount equal to the face value of each certificate was due long before
1931. If the certificates remain as they are, the average veteran who
has a $1,000 certificate will receive the small sum of $68.60 in 1945,
Compound interest paid to the banks and to the Government on a
few small loans obtained in dribs will have eaten up the remainder.
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If Congress grants a revision and reformation of the contract, as
requested in H. R. 1, and these certificates are dated back to the time
the services were rendered, and there is an adjustment of interest
s0 as to give the veteran the same rate of interest, and no more,
that was paid to war contractors, railroad owners, and all others on
contracts growing out of the World War, and is given only the earned
part of the 25-percent increase that Congress admitted was due for
waiting 20 years and not deduct the first $60, each veteran is entitled
at this time to a substantial sum more than the face valus of his
certificate. If the Governnment will allow the veteran the earned part
of the 25 percent for waiting, along with the $1 and $1.25 a day,
together with a rate of interest less than the Government has charged
veteraus, 6 percent compounded unnually, an amount equal to the
full face value of each certificate was due October 1, 1931.

PAST DUE ANY WAY IT IS COMPUTED

There is no fair way to compute the amount due a veteran, using
the $1 and $1.25 a day as a basis without deternining that each
veteran was entitled to an amount equal to the full face value of his
certificate on or before October 1, 1931.

If the veterans receive credit for a fair adjustment of interest, and
the certificates are dated back to 1918, they have borrowed the equi-
valent of the accumulated interest, the principal remains intact.

We are not trying to change the amount of $1 a day from home
service and $1.25 a day for service overseas, representing the basic
pay of $1,400,000,000, that Congress acknowledged. We want it
paid as of the time the services were rendered.

VETERANS FIGURED OUT OF 7 YEARS' INTEREST

Mr. Andrew Mellon, with his short pencil in the middle of the
night, aided by a secret committee meeting, figured the veterans out
of 7 years’ interest. This omission appears to have been deliberate,
since title 5, section 501, of the act provides that in no case shall
a veteran receive interest before January 1, 1925. He also per-
suaded the committee to deduct the first $60, and then got the bill
passed through the House under a gag rule that did not permit an
amendment to cross a ‘“‘t”’ and dot an ‘i,

CRIES OF DEFICITS AND TAX REDUCTIONS

The acknowledgment of this debt was delayed several years by
cries of deficits and tax reductions, which were not heard when
billions were being voted for adjusted pay to others,

The Secretary of the Treasury, when the bill was before Congress,
predicted a great deficit at the end of the next fiscal year. He made a
billion dollar error in his prediction, but the discovery, months later,
was too late, as intende({: for the ‘“tombstone” certificate bill had
already become a law.

REFUNDS ON INCOME-TAX PAYMENTS

Income-tax payers received approximately $3,000,000,000 in adjust-
ments on their income-tax payments made during and by reason of
the war. Secretary Andrew Mellon made huge refunds to citizen
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Andrew Mellon and to citizen Andrew Mellon companies. When a
payment was made on such a refund 6 percent interest was allowed
by him from 1918, or the time of the alleged overpayment. He did
not forget his own interest over the same period of time he deprived
the veteran of interest on a confessed debt.

Suppose holders of Government bonds should discover they paid
money for bonds in 1918 and that they were not drawing interest
until 1925. One of such bondholders would make more noise than a
thousand veterans are now making over a similar loss.

VETERAN RECEIVED $1; MUST PAY HIS PART OF 321

Veteran A entered the service during the war and received $1 a day.
Civilian B went to the shipyards and received $20 a day. The Gov-
ernment borrowed $21 a day to pay the pair. When the war was over
these debts must be paid. Veteran A, although he received only one
of the $21, must pay his part of the entire $21. With the adjusted
pay the veteran receives about 20 percent or less of what civilians
received. If a veteran should receive more than a civilian, the excess
could properly be termed a bonus, or pay for patriotism, but such is
not the case.

A few companies made as much in net profits during the war as
we are asking now to be paid on a confesse(i) debt to 3% million men,

WILL GAG-RULE TACTICS BE ENDORSED?

One question is: Shall this debt be paid like the Government paid
all other debts, or will the many wrongs that were perpetrated through
“star-chamber” proceedings and ‘“‘gag-rule” tactics in the enactment
of the legislation remain?

WHERE WILL WE GET THE MONEY?

The next guestion is: How will the payment be made according to
H. R. 1?7 Each certificate is an obligation of the Government.

We propose under H. R. 1 to permit a veteran to deposit his Gov-
ernment obligation and receive “new money” in United States notes
in return for the remainder due. We are asking that one form of
Government obligation be converted into another form of Govern-
ment obligation, which will not create a new debt. We are merely
asking that the veterans be allowed to do the same thing in the same
way that banks are now permitted to do and get the same kind of
money.

y $8,000,000,000 IN GOLD IN TREASURY

I hold in my hand an official daily statement of the United States
Treasury dated April 18, 1935. It is compiled from the latest proved
reports {roin Treasury offices and depositaries. Under the heading
of current assets and liabilities there is listed in the form of an asset,
$8,672,104,452.59. This gold belongs to the United States Govern-
ment. We have 5% billion dollars of actual money in circulation.
We can set aside and earmark 5 billion dollars in gold to redeem all
outstanding money 100 percent. We can then set aside and earmark
$2,000,000,000 in gold to redeem 100 percent the currency issued to
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pay the veterans under my bill. We will then have $1,000,000,000
in untouched and idle gold in the United States Treasury. This does
not include the enormous silver reserve of $720,000,000.

LARGE AMOUNT OIF MONEY MAY BE SAFELY ISSUED

Eight billion dollars in gold is sufficient to authorize the Govern-
ment to issue $20,000,000,000 in currency on a 40-percent gold-reserve
basis. Since we have outstanding only 5% billions in money and we
propose to issue under my bill $2,000,000,000, the Government can
still safely issue an additional sum if necessary, amounting to more
than $12,000,000,000. On the devaluation of the gold dollar the
Government made $2,800,000,000 clear profit.

SUFFICIENT RESELVE SHOULD BE ADMITTED

In view of the indisputuble fuct, which is shown from the official
report of the United States Treasury that we have saflicient gold to
back all currency now outstanding and the curreney we propose to
issue under this bill 100 percent in gold and still have a surplus, I
believe, in fairness, my hounorable opponent will concede that the
money to be issued under the terms of my bill will be in all respects
sound under the most strict definition of the gold standard.

MORE GOLD BEHIND 1T THAN BANKEZS MONEY

The most enthusiastic advocate of the gold standard and the most
reactionary banker cannot question the soundness ol this money,
which will have 60 percent more gold bebind it than any Federal
Reserve note or other bankers' money ever had.

EAT THEIR CAKL AND KEEP IT, TOO

We have 12 Federal banks in this Nation. Each of these banks
has an oflicial that is authorized by the United States Governiment to
cause to be printed and delivered to it new money, paper currency,
produced by the Bureau of Engraving and Printing. In order to
get this money the bank deposits with itself a Government obligation,
which may be payable January 1, 1945, or any other date, as col-
lateral security for the issurance of the money. While the bank uses
the money it continues to get interest on the bonds. It pays on the
average of 27 cents a thousand for the cost of printing the money.
They use the credit of the Nation free.  They eat their cake and keep
it, too. Approximately 3} billion dollars have been issued to Federal
Reserve banks on Government obligations.

It is possible for the Government, under our plan, to pafr the
veterans $2,000,000,000 and not have one dollar extra circulating
money, by merely withdrawing 2 billion in Federal Reserve notes,
upon which the people are paying interest every day they are out-
standing, and substitute therefor the 2 billion in United States notes
we propose to issue and .upon which no one will be paying interest
while they are outstanding. This will take an annual bonus away
from the Federal Reserve banks, which they do not need and are not
entitled to.
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EAT FHEIT! CAKE AND KEEP MORE CAKE THAN THEY HAVE EATEN

National banks of the country have deposited approximately a
billion dollars in United States Government bonds, many of them
payable January 1, 1935, and have received approximately a billion
dollars in new monev in return. Each of these banks can use that
money as a reserve and lend $10 in credit on every one of these dollars
that it has in its vaults or with the Reserve bank. These national
banks continue to get interest on the bonds while they are using the
money. They eat their cake and keep more cake than they have eaten.
This privilege will be stopped within the next year.

¥ RIGHT FOR BANKS, RIGHT FOR VETERANS

No person can possibly give a logical reason why it is not right for
a veteran to deposit his Government obimntmn which is payable
January 1, 1945, and receive new money in Teturn for them. IT it is
right for the bunkw, it is right for the veterans. If the money issued
to the banks is good monoy«—und it is—the money issued to the
veterans will be good money.

There is more justification for i issning the money in return for the
certificates, since the banks nre paidi o “bonus to put noney into eir-
culation, which fee will not have to he paid to the veterans under the
plan proposed. The veterans were not paid in 1925 because it was
claimed that the country was not able to stand the payment. Con-
ditions have changed since then, as the country now has several {imes
as much gotd as is necessary to pay this debt, if a gold backing is
desired for the money issued for that purpose.

HOW INFLATION MAY BE PREVENTED

It has been said that there is danger of inflation ufter this money
is paid.  According to I1. R. 1 the %crvtur\ of the Teeasury cannot
withdraw any of the money we proposed to issue, as we «\\pvct it to
remain in perianent ('u'ullnnon, for no one will be paying interest
on this money while it is outstanding, but the Seeretary of the Treus-
wry can retire sufficient money issued to Federal Reserve und national
bunks to prevent inflation. Therefore it cannot be said that there
will be danger of unbridled inflation under our plan.

HOW VALUE OF ADJUSTED-SERVICE CERTIFICATLE ARKIVED AT

Congress decided that each veteran of the World War was entitled
to 81 u day extra pay for home service and $1.25 a day for service
overseas, with the lmul.\tmn that no veteran would he vnmh\d to more
than §500 for home service or more than $625 for service oversens,
which is intended to cover the period of the cmergeney.

The average adjusted-service certificate is for §1 000, As an illus-
tration, it may be assumed that it was arrived at as follows: The
\ctcrun was credited with 210 duv lomostw serviee at ®L a day,
$210, and 200 days’ foreign service at $1.25 a day, §250, or a total of
$460. The (xmormuont deducted $60 of this amount beeause the
veteran had received an extra $60 at the time of discharge. This
reduced the credit to $400,  The Government, instead of lmvlnﬂP the
veteran the $400 in cash, added to the confession of the debt 2 5 pereent
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for deferred payment, making the credit $500 and giving the veteran
what was equal to an endowment insurance policy for $1,000 dated
January 1, 1925, and payable at death or January 1, 1945, It was
determined that the $500 would purchase such a policy based upon the
American experience table of mortality at 4 percent.

In this settlement it will be noticed that the veteran had deducted
from his credit $60 and had added to it $100, or 25 percent, as a
bonus for waiting.

Congress evidently intended to give the veterans the extra pay as
of the time the services were rendered. One dollar given to them as
of 1925 would be equal to giving them about 65 or 70 cents as of 1918.

If the veteran is given the $460 from a date representing halfway
between the beginning and ending of his service, or June 5, 1918, the
time it should be computed from, with 6-percent compounded annu-
ally, the veteran was entitled to $1,000 October 1, 1931, or the full
face value of his adjusted-service certificate. A similar computation
for each certificate will cause a similar result.

In order to justify this settlement a satistactory explanation must
be given why the $60 should not be deducted, why the veteran should
not accept the $100 given as a bonus for waiting, and why the veteran
should receive 6-percent interest compounded annually.

WHY THE $60 SHOULD NOT HAVE BEEN DEDUCTED

In February 1919 Congress passed a law gziving to each ex-service-
man $60 additional pay upon discharge, considered to be an amount
sufficient to purchase a civilian suit of clothes, the soldier having
given his civilian clothing to the Red Cross when he entered the
service, and it was sent to foreign countries to relieve distress there.
The $60 was authorized to be given to all officers, including the major
general who received $8,000 a year with additional allowances, as
well as the private who had served only 3 days in the military service.
When the adjusted-compensation law was passed, the veterans re-
ceiving the certificates were required to account for the $60; in other
words, to pay it back. The officer who drew $8,000 a year was per-
mitted to keep his $60 and make no return to the Government,
although such officer, or any other officer above the grade of captain,
did not receive an adjusted-service certificate, Congress feeling that
such officers were not entitled to have their pay adjusted. Neither
was the private who served 3 days required to pay his $60 back to
the Government. So why should the Government play the role of
Indian giver to the holders of adjusted-service certificates? The $60
should not have been deducted.

WHY 6-PERCENT INTEREST COMPOUNDED ANNUALLY SHOULD BE
ALLOWED

When the Adjusted Compensation Act was passed in 1924, provi-
sions were mude for loans to be made to veterans on their certificates
after the expiration of 2 years from their date. Only a small amount
each year could be borrowed, never a sufficient amount to be of sub-
stantial service, and the veterans were required to pay 6, 7, and 8
poereent compounded annually for their own money.
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QUESTIONS AND ANSWERS WHICH I HAVE PREPARED ON THE PAYMENT
OF THE ADJUSTED-SERVICE CERTIFICATES

1. Question. What is an adjusted-service certificate?

Answer. It is 8 Government obligation payuable to an honorably
discharged veteran of the World War who served longer than 110
days, payable in 1945, or 20 years from date of issuance, in return for
such services rendered.

Such a certificate is often referred to as a ‘“bonus certificate.” Tt is
not a ‘‘bonus certificate ' and should not be referred to as a *‘bonus.”
The term ‘‘soldiers’ bonus” is a misnomer. It was coined by the
enemies of the law in order that our cause might be condemned every
time is is used. It is a svldier debi and should not be referred to as a
“bonus.” )

2. Question. Why did the veterans who served less than 110 days
not receive such a certificate?

Answer.” When each veteran was discharged he received $60 cash
bonus to purchase civilian clothing, shoes, and so forth. The veteran
had given his civilian outfit to the Red Cross when he entered the
service. All veterans entitled to receive $50 or less were paid in cash
and not given a certificate. In arriving at the amount of an adjusted-
service certificate the first 50 davs were deducted on account of the
$60 payment.

3. Question. How did the Government arrive at the amount of an
adjusted-service certificate?

Answer. Each veteran was allowed $1 a day extra for each day he
served in the United States, and $1.25 a day extra for each day he
served overseas with a limitation of $500 for home service and $625
for service overseas. John Doe, a veteran, was entitled to a credit
of $460; $210 for 210 days home service and $250 for 200 days serv-
ice overseas. The first $60 was deducted, reducing his credit to
$400. Since he was being given a certificate due in the future, 20
years from date, the Government increased the amount of his credit
by 25 percent for waiting, making the credit $500. He was then
given a certificate for an amount equal to the $500 credit with 4
percent interest compounded annually, for the 20 years, which
amounted to $1,000. His certificate was dated January 1, 1925,
and made payable January 1, 1945, or at death. This illustration
represents the average veteran’s adjusted-service certificate.

4. Question. Why did Congress agree to give the veterans this
extra amount?

Answer. When the Selected Service Act and other various legis-
lative proposals were pending in Congress, relating to induction and
enlistment of soldiers, sailors, and marines, the question of pay was
very much debated. It was understood then that the pay agreed
upon by Congress could be adjusted after the emergency in the event
an adjustment was due. Many Members of Congress insisted on a
$3 a day minimum pay. The war cost the United States more than
$36,000,000,000; all tf]’e man power in uniform received less than
?g,SO0,000,000 of this amount, or less than one-eighth of the cost of

e war.

5. Question. Did others receive adjusted pay from the Government.
for their services after the war?
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Answer, Seven thousand war contractors received adjusted pay
amounting to billions, directly and indirectly, after the war was over;
manv of them had invalid and illegal contracts which were validated
by Congress. They were paid in cash. The railroad owners received
a guaranteed return during the war equal to the average return 3
vears prior to .America’s entrance into the war, which was the most
prosperous period of railroading in the United States; in addition,
they were given $3,000,000 a day extra pay for the next 6 months
after being released from Government operation. Their adjustments
in pay amounted to between 1 and 2 billion dollars; they were paid
in cash. There were about 500,000 Federal civilian employees during
the war, all of them receiving $2,500 a year or less had their pay
adjusted, and the average received $1,000 extra pay. It was paid in
cash.  Many soldiers worked on the public roads in America during
the war, side by side with civilians who were receiving $8 a day; these
soldiers received an adjustment of $7 a day, representing the differ-
ence between their soldier pay of $1 a day and the $8 a day drawn by
the civilians. They were paid in cash after the war. Foreign count-
ries, our allies during the war, were loaned billions of dollars by our
Government after the war was over. They used a part of this money
to pay their own veterans' adjusted compensation and bonuses
aggregating as high in some instances as $7,290 each.

6. Question. Are the veterans asking for the payment of a debt that
is not due until 1945?

Answer. The debt is really past due now, although payable in 1945.
The adjusted-service certificate gives the veteran the $1 & day for
home service and the $1.25 a day for service overseas as of January 1,
1925, thereby depriving the holder of approximately 7 years’ interest.
If one is entitled to a certain amount daily or monthly over a period
of time, the interest should be computed by allowing full interest from
a date representing a time halfway between the beginning and ending
of the period, about June 5, 1918.

7. Question, If the veterans are allowed interest from the time the
services were rendered instead of from 1925, will they be receiving
special favors from the Government?

Answer. No; it has always been the policy of the Government to
deal with others in that manner. For instance, when the war was
over, applications for tax refunds were filed by individuals and cor-
porations, many of them claiming that they bad paid too much
income taxes during the war and others claiming that they failed to
deduct o sufficient amount for depreciation of their facilities used in
war services, These claims were made although they had made and
sworn to the income-tax returns themselves. The Secretary of the
Treasury refunded to large income-tax payers more than 3,000
million, or $3,000,000,000, from the year 1922 to the year 1929,
inclusive—an amount more than sufficient to pay the remainder of
the adjusted-service certificates in full. Much of this money was
refunded or given back to them on the theory that the taxpayers did
not charge off a sufficient amount for depreciation in value of their
properties during the war from 1917-19. A large part of it was
refunded in plain violation of the law. A large number of the bene-
ficiaries of these large gifts were war profiteers and should have been
convicted of treason for dissipating and plundering our resources
during the war, When each refund was paid, the Treasury also paid
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the one receiving it 6 percent interest from the year it was claimed the
deduction should have been made. On one refund to the United
States Steel Corporation of $15,736,595.72, interest amounting to
more than $10,099,765 was paid. Mr. Andrew Mellon while Secre-
tary of the Treasury made large refunds to himself and to his com-
panies, and in each case allowed 6 percent interest from the year he
claims the credits should have been given and not from 1925, the date
of the adjusted-service certificates, or 7 years later. Those who are so
loud in their denunciation of the proposal to pay the veterans this
honest debt have been just as silent as the tomb while these war
profitecers were wrongfully getting billions of dollars from the
Treasury.

One receiving a tax refund in 1925 for an alleged overpayment
in 1918 was paid 6-percent interest from 1918 on the amount of the
payment. There is no reason why the veterans should not be paid
from the time they rendered their services until 1925, the date of the
certificates.

8. Question. Why do you say that the certificates are past due?

Answer. If a holder of an adjusted-service certificate is paid the extra
pay Congress has acknowledged and confessed was due him, with
6-percent interest, compounded annually, from the time the services
were rendered, he was entitled to an amount equal to the face or
maturity value of his certificate October 1, 1931.

In other words, if a veteran is given his adjusted-service credit as
of the time he rendered the service, without deduction of the $60
and without adding the 25-percent increase, he was entitled to an
amount equal to the full face value of his certificate on October 1,
1931. If you allow him the 25-percent increase, or a portion of it for
the number of years elapsed since 1925, the full face value of his
certificate was due long before October 1, 1931.

9. Question. Is the interest rate suggested too high?

Answer. No. The veterans for many years were required to pay
the Government 6-, 7-, and 8-percent interest, compounded annually,
for their own money when they borrowed on their certificates. The
amount charged on these high interest rates is now a part of the
loans, and compounded interest is being paid on the amount annually.
If it was fair for the veterans to pay 6-, 7-, and 8-percent interest,
compounded annually, for their own money, and then receive it in
smaﬁ dribs, certainly it is not unfair for the Government to pay the
veterans this 6-percent rate.

10. Question. You have stated that $60 was deducted from each
veteran’s adjusted-service claim before arriving at the amount of
his certificate; why was this $60 deducted?

Answer. In February 1919 Congress passed a law giving each ex-
service man $60 additional pay upon discharge, considered to be an
amount sufficient to purchase a civilian suit of clothes, the soldier
having given his civilian clothing to the Red Cross when he entered
the service, and it was sent to foreign countries to relieve distress
there. The $60 was authorized to be given to all officers, including
the major general, who received $8,000 a year with additional allow-
ances, as well as the private who had served only 1 day in the military
service. When the adjusted-compensation law was passed, the
veterans receiving the certificates were required to account for the
$60; in other words, to pay it back. The officer who drew $8,000
8 year was permitted to keep his $60 and make no return to the
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Government, although such officer, or any other officer above the
grade of captain, did not receive an adjusted-service certificate,
. Congress feeling that such officers were not entitled to have their
pay adjusted. Neither was the private who served 3 days required
to pay his $60 back to the Government. So why should the Govern-
ment play the role of Indian giver to the holders of adjusted-service
certificates? The $60 should not have been deducted. A compro-
mise entered into by uninformed persons with the wise, greedy
Secreta?' of the Treasury caused this chiseling amendment to be
accepted.

11. Question. What did the veterans receive for their services dur-
ing the war?

Answer. An enlisted man, private, received $1 a day, except the
overseas service, when he received 10 percent extra, or $1.10 a day.
They were permitted and in many cases required to make allotments
of a certain amount of their pay monthly to their dependents; the
amount varied from $5 to $25 a month and was deducted from the
amount due them. They also paid fur altering and mending their
clothing and shoes, barber bills, laundry bills, and other incidental
expenses. In addition, the average veteran had deducted from his
pay $6.60 a month for insurance; if he had anything remaining after
these deductions were made, he was usually required to subscribe for
a Liberty bond on the installment plan or be called a slacker disguised
in American uniform.

12. Question. How many of these certificates are there outstand- °
ing; what is their average value, and so forth?

Answer. December 1934 there were 3,531,800 adjusted-service
certificates in force, of the face or maturity value of $3,485,650,000;
3,037,500 of these certificates have been pledged to the Government
and to the banks for loans aggregating $1,465,500,000 not including
interest after October 1, 1931, These certificates range in value from
$126 to $1,590 each, and their average value is approximately $1,000;
to be exact, $959.88.

13. Question, Why were the veterans not paid in cash in 1924
when the debt was confessed by Congress?

Answer. Mr. Andrew Mellon, Secretary of the Treasury, convinced
Congress that there was going to be a deficit of inore than $600,000,000
at the end of that fiscal year. Congress, therefore, did not feel that
the payment could be made. However, after the tombstone certifi-
cates had been issued and the fiscal year expired, there wus a surplus
in the Treasury of more than $300,000,000. It was Mellon’s billion
dollar error that caused the issuance of the I. Q. U.’s payable in 1945.

14,?Question. Have the veterans obtained loans on their certifi-
cates

Answer. Yes; the average veteran has obtained a loan amounting
to 50 percent of the face value of his adjusted-service certificate under
the law of 1931. Most of the veterans, however, had borrowed on
their certificates before the 50-percent loan act was passed. In fact,
the average veteran holding a thousand dollar certificate obtained a
loan of $87.99 in 1927, $26.79 in 1928, $26.33 in 1929, $24.59 in 1930,
and $23.50 in 1931, before the passage of the 50-percent loan act.
When the 50-percent loan act was passed, he borrowed $271.99 addi-
tional, which included the amount he had borrowed with interest to
date. The veterans have borrowed the accumulated interest on the
amount due them; the principal remains intact if their debts are ad-
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justed in the same way that the Government adjusted the debts of
others on contracts growing out of the World War. A veteran who
has borrowed the limit on his certificate, if the contract is not revised
to do equity, will obtain the following additional sums the dates
indicated, and the remainder will be consumed, or eaten up by the
payment of interest; January 1, 1942, $30.04; January 1, 1943,
$38.25; January 1, 1944, $39.79; and on January 1, 1945, he will be
given $68.50, and the debt will be liquidated, nothing before 1942.

15. Question. Would it not be better for the veterans to keep their
certificates as a nest egg to be used in 1945 as suggested by Mr.
Andrew Mellon?

Answer. If theremainderisnot paid now, practically all of the remain-
derdue willbe consumed by compound interestrequired tobepaidonprior
loans. The veteranswillbebenefited moreby substantial paymentsthan
they will be by receiving their money in dribs; it will benefit the country
more.

16. Question. If the veterans are not paid now, how much will be
received in future by those who have borrowed the limit allowed by
law, and will continue to borrow the limit on their certificates?

Answer. The following statement will answer for the average
veteran holding a certificate of the average value:

Tabulation to show average adjusted-service credit, average amount
of certificate, and amounts of principal and interest on loans, and
amounts of cash to veterans as loans and at maturity, assuming loans
by a bank in the eleventh (Texas) Federal Reserve district at the
maximum interest rate chargeable from 1927 to 1931, inclusive, then
a loan on March 31, 1931, for the 50-percent loan value and redemp-
tion of the note by the Government in 6 months:

Certificate dated Jan. 1, 1925, made payable Jan. 1, 1945, average adjusted-
service credit, $1 per day home service, $1.25 overseas, and after deduct-

ing $60 . e ieeeeeeioaa 3400
Amount of additional 25 percent added for deferred payment from 1925
80 BO4B . o o oo 100
Total amount applied to purchase certificate (no interest allowed
from 1818 to 1925) . . ... ... 500
Amount of certificate issued for the above amount at 4 percent, com-
pounded annually from Jan. 1, 1926. ... ... ... ... ... 1, 000
- Out- Interest
Interest
Year Loan value | Standing | o207 due be- ) Cash to
indedt- {nn veteran
einess | (percent)| & m,i,‘:,‘a
$87.99 $87. 99 [ 2 IR $87.99
120.08 93.27 6 $5.28 2.79
153,59 | 127.28 17 7.20 26,33
188.67 | 164.08 7 10,49 4.5
{37 DO, 225.38 201. 88 7 13.21 2. 50
Emergency Loan Act, Mar. 1, 500, 00 228.01 414 2.63 1.9
Redemption by Government:
500. 00 511.25 4ly) 11,25 §.
500.00 |.......... Al
............ 68 3y . 43
500, 00 3 18,68
500. 00 19.33 (..
500, 00 2,01 |..
500, 00 20.61 |2
500,00 2143 |2
535,73 2218 |
589, 05 2.9
645. 06 2.78
703.92 24.60 |-
765. 86 8,48
831,12 26.81
900, 00 2.00
,000.00 | 930,50 |.......... 31.50
362,03 637. 97
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17. Question. How much money will be required to pay the re-
mainder due?

Answer. About $2,000,000,000. All except about 500,000 veterans
huave borrowed the limit allowed hy law on their certificates.

18. Question, If this amount of money is needed in circulation,
would it not be better for the country to provide that amount for
public buildings or highway construction?

Answer. No; because it would not be so well distributed in that
way; it would go to certain localities and certain cities and only to
people engaged in that kind of work. If it is paid to the veterans, it
will go into every nook and corner of America; will raise the per capita
circulation of money about $15, can be paid immediately without
waiting for blueprints, and will place purchasing power into the hands
of consumers who will put it into circulation.

19. Question. You are asking that money be distributed to one
class, are you not?

Answer. No; every class, race, and creed; every occupation, avoca-
tion, trade, and business will get a share. It i1s the only plan yet
suggested that will cause such a wide distribution of money to such
a large number of consumers without payment of a dole.

20. Question. Are you asking for a revision of the contract?

Answer. Yes, in order that another part of the contract, the legis-
lative intent, may be carried out. Congress contemplated that the
veterans should be paid the adjusted pay as of the time the services
were rendered and not 7 years {ater without interest. The report of
the Committee on Ways and Means of the House reporting the
adjusted-compensation legislation in the year 1924 states two objects
they had in mind, as follows:

That it should represent an amount approximately equal to the
difference between what the soldier received and what he should have
received. That it should confer substuntial benefits upon the soldiers,

The first object is not carried out by paying the veterans the amount
representing that difference 7 years later. The second object is not
carried out 1f the money is paid in dribs and a large part of the prin-
cipal consumed by the payment of compound interest on loans,

21. Question. Have others ever asked the Government for a revi-
sion of contracts?

Answer. Yes; the foreign countries that borrowed billions from us
asked for a revision of their contracts. In the revision that was
granted them they were given more than $10,000,000,000 by our
Government. Hundreds of thousands of income-tax payers have
asked the Government to revise their income-tax returns and allow
them credits, refunds, and abatements. This has been done and more
than three and one-half billion dollars refunded in that manner. The
income-tax returns were prepared wholly by the ones wanting the
refunds, yet they asked for a revision and got it. The foreign coun-
tries asking for a revision of their contracts were parties to the con-
tracts and had a voice in their making. The veteran had no other
alternative than to accept the adjusted-service certificate in the form
in which it was offered to him. He did not make it out and agree to
it like the income-tax payers or the foreign countries.

22. Question. Did not the veterans agree to accept payment in
1945?
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Answer. No. They were told what would be ziven themn and were
never asked to enter into any agreement at all.

23. Question. While a mechanic enlisted as a soldier, what was
received by mechanics who stayed at home?

Answer. As everyone knows, they received America’s all-time high
wages for mechanics. Laborers were paid as much as $6 and $8 a
day; and the soldier, through service, probably lost from %1 to 830 a
day as compured with what he coutd have made had he had served
with the armed forces. The adjustment that was made of his com-
pensation was only a partial adjustiment.  During the war some labor-
ers in shipyards, doing piecework, are reported to have made as high
as $70 a day.  Of course, such cases were exceptional,

24. Question. Did the United States puy Ler soldiers more than
any other country engaged in the war?

Answer. The United States paid a private $30, while Canada paid
her privates $33, New Zealand $36.60, and Australia $43.10 a month.
When the corporal in the United States Army was receiving $36 a
month, the Australian corporal was receiving $72.90. While the
sergeant in the United States Army was receiving $38 a month, the
Australian sergeant was receiving $76.10 a menth.

25. Question. Is it not a fact that the 25-percent increase that the
Government allowed the veteran in addition to his $1 and $1.25 a day
was int?)nded to compensate him for the loss of interest from 1917-18
to 19257

Answer. No; it is not a faet, although a former national com-
mander of the American Legion, Mr. Edward Spafford, made this
contention before the delegates at the Portland convention. Mr.
Charles M. Kinsolving, national commander of the Veterans’
Association, is also contending that the 25-percent increase on the
adjusted-service credits was intended to compensate the veteran
for the loss of interest from the time he rendered the service until
1925, the date of his certificate. Both Mr. Spafford and Mr. Kin-
solving are mistaken. The Congressional Record and the reports of
the committees reporting the legislation in Congress clearly disclose
that there was no such intent. Congress intended, as disclosed by
these records, that the 25 percent would compensate the veterams
for waiting from 1925 to 1945 for his money. As positive and con-
vincing evidence that the 25-percent increase was not to compensate
the veterans for waiting until 1925 from the time the services were
rendered, the ones receiving $50 or less in cash did not receive the
25 percent increase, neither did the beneficiaries of the ones who died
prior to the passage of the act receive the 25 percent increase. In
other words, a veteran who served 105 days during the war was paid

 $60 on discharge.

After the Adjusted Compensation Act was passed, and in 1925 he
was 1puid $45 additional. He was not paid the 25 percent increase
which he would have been paid if it was intended to cover the period
between the time he rendered the services until 1925. The widow of
a veteran who died in the service and who was entitled to a claim of
$460 received $400 in 1925; $60 was deducted and the $400 was paid
without the 25 percent increase. These two illustrations are con-
vincing proof that Mr. Spafford and Mr. Kinsolving are wrong.
Further, Mr. Andrew Mellon, when he was Secretary of the Treasury
and Mr. Ogden Mills, when he was Under Secretary, both testifie
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before the Senate comimittee in opposition to my bill, and both
admitted in my presence that the 25 percent extra was for waiting
from 1925 to 1945, and was not intended as interest from 1917-18
to 1925.

26. Question. Would it not be better to permit this amount of
money to be loaned to big business institutions in order that they
may employ labor and get the money in circulation in that way?

Answer. Labor has already produced more than can be sold.
Owing to the lack of purchasing power among the masses, we have
underconsumption, not overproduction. Business institutions will
not employ labor to produce an additional surplus. The next move
toward prosperity will have to be made by the consumers. The
farmers and wage earners are the principal consumers. The addi-
tional money we propose to place in circulation will cause commodity
prices to rise, which will enable farmers to purchase what they need,
thereby creating an incentive for manufacturing industries to employ
labor and produce more. The large manufacturing industries can get
all the credit they want from the banking institutions when they have
a real demand for goods, and unless there is & demand they will not
use the credit, except to bolster up the finaneial position of the in-
dustry or to pay dividends.

27. Question. Will it wreck the country to make the payment now?

Answer, The payment can be made without a bond issue, without
increasing taxes, without increasing our national indebtedness, and
without unbalancing the Budget.

28. Question. What is your plan?

Answer. It is to have the Government convert the veterans’ ad-
justed-service certificates—which are noncirculating Government
obligations—into United States notes—Government circulating obli-
gations.

29. Question. Will not that plan involve the issuance of “fiat” or
“printing press’’ money, and will it not be unbridled inflation?

Answer. No; it will be the same kind of money as all other paper
money now in circulation, which together represent about 90 percent
of our circulating medium at this time. The bill to pay these cer-
tificates has a provision against unbridled inflation and provides for
controlled expansion of the currency. According to the terms of the
bill, if there should be danger of unbridled inflation, the Government
will be privileged to withdraw from Federal Reserve banks and na-
tional banks a sufficient amount of the currency: issued to them in re-
turn for Government bonds to prevent such inflation. Personally, |
expected the money issued to the veterans to remain in circulation.
No one will be paying interest on it. Someone is paying interest on
money issued by banks every day it is outstanding. We have
$8,000,000,000 in gold. This is sufficient for the issuance of’
$20,000,000,000 on the basis of a 40-percent gold reserve. We only
have about $5,000,000,000 in circulation now. Therefore we could
go back on the gold standard and still be able to issue additional
money to the amount of $15,000,000,000. No logical reason can be
given why this money should not be issued.

30. Question. Is there a precedent for issuing such money?

Answer, Either of the 12 Federal Reserve banks can obtain money
fromp the Bureau of Engraving and Printing by making deposits of
United States Government obligations. They can deposit a million
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dollars in Government bonds and receive a million dollars in new
money. The only cost to such Federal Reserve bank is the cost of
printing, which is about 27 cents a thousand dollars. National banks
are permitted to the extent of their capital scock to deposit with the
Treasurer of the United States direct obligations of the Government
and receive in return nationai bank currency greenbacks. Such banks
must deposit 5 percent of the money in a retirement fund. While the
banks, hoth national and Federal Reserve, obtain the use of the
money, they also get interest on the bonds deposited.

31, Question. Compare your plan with the plan used by the national
hanks and Federal Reserve banks to obtain money from the Govern-
nment on Government obligations,

Answer, The veterun has w Government obligation payable Junuary
1.1945.  We are asking that he be perniitied to deposit that obligation
and receive new money in return for the remainder due in the same
way and munner that national banks and Federal Reserve banks are
permitted to deposit Government obligations, payable in 1945, and
receive new money in return for them, In each case a Government
obligation payable in the future is deposited to authorize the issuance
of money. In each case a noncirculating Government obligation, or
Government bond is converted i:.to & circulating obligation money,
The veteran will not continue to draw interest on the deposited obliga-
tion until it is payable. 1In the case of a veteran, the total indebted-
ness of the Nation will not be increased. In the case of the banks,
the total indebtedness of the Nation is increased. In other words, if
the Government issues a thousand dollar bond and sells it to a bank,
that is one obligation. If the Government accepts the deposit of
that thousand dollar bond and issues a thousand dollars in new cur-
rency to the owner, that is an additional Government obligation, as
the Government guarantees to pay both the money and the bond.
In neither case will there be a specific gold reserve set aside as a
fractional coverage to redeem the paper money.

However, we have ample gold for that purpose. The Bureau of
Engraving and Printing is running every working day and often over-
time in order to print money to replace worn-out bills and new money
for the national banks and Federal Reserve banks; it has 4,500 em-
ployees and prints a billion new bills a year; it turns out about 4 tons,
of new paper money a day. There are 500 bills to the pound, whether
they are $1 bills or $10,000 bills. The money to be issued to the
veterans will be the same kind of money. The money issued to the
banks is sound. Therefore, the money issued to the veterans will
be sound. 1t costs the Government tens of millions of dollars a year
to pay interest on the Government bonds which the banks deposit to
secure the paper money they obtain from the Government. Since
the War between the States we have had outstanding in this Nation
$346,000,000 in United States notes. This is a free medium of ex-
change and no one is paying interest on it. The fact that the people
have not had to pay interest on that paper money has saved them an
outlay through the years of more than $11,000,000,000 on the basis of
5-percent compound interest annually.

32. Question. Why do banks object to the payment of the adjusted-
service certificates in full now?

Answer. The reason is obvious. At this time the banks are receiv-
ing interest from the veterans on their adjusted-service certificates.
In fact, it has loaned a suflicient amount to enable one bank to con-
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struct two 30-story office buildings and pay for them with the annual
interest installments that the veterans must make on their adjusted-
service certificates, which the bank holds, between now and 1945.
Many other banks are also profiting through these loans. Further,
the banks do not want money put into circulation upon which no
interest is being paid while it is outstanding. If the $2,000,000,000
are put into circulation like we propose, no one will be drawing interest
on that money while it is outstanding. Whereas if the banks get
new money from the Government in exchange for Government
obligations and lend it to the people, someone is paying interest on
every dollar of that money all the time that it is outstanding.

33. Question. Wounld paying the certificates in full now with new
money help balance the Budget by eliminating the amount set aside
annually to retire the certificates in 1945?

Answer. The country really needs this additional money in circula-
tion, and [ do not believe that it will ever have to be retired. As
the country increases in wealth, population, and national income, the
money should increase per capita. The country’s wealth, population,
and national income have increased the last one or two decades to
the extent that more than $2,000,000,000 is needed in circulation, and
it will not have to be retired. That being true, Congress can eliminate
from its annual budget the $112,000,000 payvment each year, which
now goes into a sinking fund to retire those certificates by 1945.

34. Question. If the certificntes are paid now, can the Govern-
ment be saved annual expenses in administration of the act?

Answer, Yes; it is now costing the Government from a half million
to three-quarter million dollars a year to administer the Adjusted
Compensation Act. If the certificates are paid now, this expense can
be abolished, thereby saving the Government many millions of dollars
between now and 1945,

35. Question. ls the Government now making a profit on the in-
terest charged on adjusted-service certificate loans?

Answer., Yes; the Government is borrowing all the money it wants
for 13 to 20 cents per hundred dollars a year on short-term paper.
The veterans are being charged compound interest at the rate of $3.50
per hundred dollars a year. They have been charged as high as 6 and 8
percent interest, compounded annually, which was not paid and which
was added to the principal and now the veterans are paying 3} per-
cent, compounded annually on the unpaid 6 and 8 percent interest.

36. Question. Were the veterans given free war-risk insurance?

Answer. No; but they carried war-risk insurance with the Govern-
ment by paving premiums monthly out of their pay. Veterans paid
$400,000,000 to the Government in this way for which they received
po bhencfit. Only those receiving insurance benefits are receiving
anything from this $400,000,000. The average premium was $6.60
a month, which was deducted from the soldier’s $30 a month. Much
of the Governnient’s cost of veterans' relief at this time is on nccount
of insurance henefits paid to veterans; a benefit that they are entitled
to receive, because they paid for it with their own money.

37. Question. Where does the responsibility for the issuance of
money rest?

Answer. Under our Federal Constitution sole authority and re-
sponsibility rests with the Congress; section 8, article I, devoted to the
duties of the Congress, reads mn part: ‘‘To coin money and regulate
the value thereof.”
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If H. R. 1 becomes a law, it will be a long step in a direction of stop-
ping the issuance of inore tax-exempt interest-bearing bonds; not
another dollar’s worth of them should ever be issued. There is no
difference between miany of the Government obligations that are
deposited by banks as collateral security for the issuznce of money
and the adjusted-service certificates, a Government obligation held
by the veterans. They are both made payable in 1945. They are
both backed by the credit of this Nation. They are both obligations
of this Nation. Money purchased one, services the other. If it is
fair for the bank, it is fair for the veterans. In our plan, if there is
too much money in circulation, the banks will be required to return
their currency or part of it aund receive their bonds in exchange,
thereby taking a certain amount of money out of circulation.

If this bill is enacted into law, the veterans in the following-named
States will receive the amounts indicated:

Alabama (30,867) .. ___ . ._... e $26, 888, 528. 74
Arizona (10,8700 . .. _ i 6, 668, 187, 11
Arkansas (43,849) . ieeiiiiiiao- 21, 993, 238, 27
California (200,424) - .. .. ... .. L.l 122, 833, 011. 86
Colorado (34,260 .. ___ _____. e e aeeo. . 19,302,039, 24
Conneeticut (#4,043) - - . . .. ... ... . e 26, 914, 018, 40
Delaware (4,884) . ... ... . .. ... .o--. 3, 527, 070, 50
Distriet of Columbia (28,281). ... .. ... . oo 16, 278, 716, 59
Florida (39,685) .. .- —c.ooe o0 oo o o Looo.... 21,021,858 79
Georgia (38,683) ... ... .. .. ... - . . . . . ...... 32,202,946, 70
Idaho (13,575). ... ... .. ... ... ....... e - 7, 411, 798, 86
Illinois (233,343). - . ... . ... ... e 141, 472, 559. 16
Indiana (95,587) . ... e e e s 50, 730, 624. 28
Towa (79,816 . _ ... . .l ... LLlo..... 41, 019, 430, 37
Kansas 37,114). ... .. . .. ... e o 31, 436, 036. 43
Kentueky (63,696) . ... ... .. . . .o L..oi.o.... 34, 261, 787. 60
Louisiana (03,883 . . ... L. al o.o. . e 27, 849, 7062. 05
Maine (21,410 . L il ao- 12, 121, 627, 12
Marvland (48,424)_ .. .. .. ... . ......._....... .. . 21,031,248 3]
Massachusetts (137,113). ... e e 83, 147, 947. 57
Michigan (134,009) . ... ... ooli. oo e 77, 476, 794, 12
Minnesota (85,5832) .- ... . L. L e iianaaa- 52, 789, 520. 36
Mississippi (36,802) - . . . ... 19, 308, 411. 76
Missouri (111,708) . . . - . ... 60,820,922 70
Montana (18,106) . ___. 10, 281, 687. 92
Nebraska (40,233) ... ... ... ...... . -

Nevada (3,000) - . . .o iaeaa

New Hampshire (12,370)

New Jersey (116,440) .. ...

New Mexico (10,10V) ... ... , 422,
New York (377,182) . .. 221, 373, 177, 06
North Carolina (63,9206) - ... . . e aeaaoo- 34, 622, 162, 80
North Dakota (16,174) . . . .. . aiii.-- S, 762, 475. 18
Ohio (182,692) . i iieiiiaaan- 106, 061, 344. 03
Oklahoma (67,181) ... . .- 35, 202, 760, 82
Oregon (35,370) ..o . e aeaaao. 20, 679, 034, 90
Peunsylvania (259,931) .- .. .. iaeaiaiooa 155, 594, 469, 25
Rhode Island (20,789) _ . . . iaoia- 12, 356, 383. GO
South Carolina (35,747) - - oo o iiiiaeaaas 19, 316, 831, 04
South Dakota (22,718) ..o i 11, 757, 600, 97
Tennessee (59,000) - - -l 32 497, 536, 52
Texas (148,771) - L oo oo e 83, 696, 221. 25
Utah (14,387) . i iiiaan R, 035, 006, 92
Vermont (8,243) - oo oo oo ieaceaeeeea 5, 042, 465, 50
Virginia (63,182) . . e eicieaaaan 36, 811, 791. 20
Washington (56,335) - - - - - oo iiiaas 34, 079, 306. 15
West Virginia (43,294) 23, 345, 392. 42
Wisconsin (88,086) . - .. .o as 47, 177, 680. 61

Wyoming (11,177) ... IllITIIIIIITIIIIIIIIIIIIITT 6, 329, 955. 57
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The figures in parentheses represent the number of veterans holding
certificates and the other figures represent the total amount that wilt
be paid to them after deducting all prior loans and interest before
October 1, 1931.

There are 3,531,800 veterans of the World War who hold adjusted-
service certificates as of December 1, 1934. The aggregate %ace or
maturity value of these certificates is $3,485,650,000, or an average
of $959.88 each. After the 50-percent loan act was passed veterans
who were entitled to certificates of small amounts applied for them,
which caused the amount of the average certificates to be reduced.

It is estimated that 49,806 of these veterans reside in Philippine
Islands, Puerto Rico, Hawaii, Canal Zone, Canada, Cuba, Mexico,
and other places outside of the limits of the United States.

Three million thirty-eight thousand five hundred of the three mil-
lion five hundred and thirty-one thousand eight hundred veterans
holding certificates have borrowed $1,465,000,000 on their certificates
not including intercst after October 1, 1931. It is estimated that
150,000 of these loans aggregating $60,000,000 were made by banks,
and the remaining 2,888,500 loans were made by the Government,
principally from the war-risk insurance fund, and the adjusted-
service certificate fund.

After deducting all prior loans, with interest to October 1, 1931,
there is estimated to be a remainder due to the 3,531,800 veterans
the sum of $2,015,162,456.76, which includes the amount due those
who have not negotiated loans on their certificates; interest on
loans prior to October 1, 1931, amounts to a comparatively small
sum,

The Cuairman. Mr. Brobeck.

STATEMENT OF GEORGE K. BROBECK, LEGISLATIVE REPRESENT-
ATIVE, VETERANS OF FOREIGN WARS OF THE UNITED STATES

Mr. Broseck. Mr. Chairman and gentlemen of the committee:
It is not my desire to detain the committee with a discussion of the
legislation which we are supporting. 1 would rather, in order to
expedite your hearings, introduce our commander in chief and allow
him to present the discussion for the organization, and I believe that
the hearings hiave been gone over so many times on this question that
%ny lbil; of saving that we can offer the committee will be appreciated

them.
yThe CuarrmaNn. I think, Mr. Brobeck, that the committee under-
stands the viewpoint of these various organizations. We felt that
you were entitled to some brief hearing here on the proposition hefore
the committee took action.

Mr. Brosrck, We had that in mind, Mr. Chairman, and 1 should
like to state in introducing our commander in chief, Jumes E. Van
Zandt, that he is from Altoona, Pa., that he served in the United States
Navy from April 1917 until September 1919, that he still retains his
affiliation with the Nuvy through the Reserve, and that he has served
as # post commander 2 years, as department commander, and this is
his second term as commander in chief of our organization, being
unanimously elected at Louisville, Ky., for the second term as head
of the national group. And I believe that the commander can present
our case as well und as completely and as briefly as it is necessary to
be presented. .
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STATEMENT OF JAMES E. VAN ZANDT, COMMANDER IN CHIEF,
VETERANS OF FOREIGN WARS OF THE UNITED STATES

Mr. VAN Zanpr, Mr. Chairman and gentlemen of the committee,
as commander in chief of the Veterans of Foreign Wars of the United
States, I wish to thank you for the opportunity of appearing before this
distinguished committee to make a brief statement of the position
of America’s overseas veterans on the pending legislation for im-
mediate cash payment of the adjusted-service certificates. Our
organization endorsed thie Patman bill, II. R. t which passed the
House of Representatives by an ov envhohmnw majority and I wish
to state at the outset that we are standing put with Patman.

Before entering upon a discussion of the legislation, I want to say
a few words to familiarize vou gentlemen with the lnstmv of the
Veterans of Foreign Wars of the United States and our position on
the so-called “bonus™. It is an organization composed exclusively
of men who have served their country in time of war on foreign soxl
or in hostile waters, In other words, every member of the organiza-
tion has had the privilege of bonrmg arms for his Government in the
actual theater of war. Ninety-two percent of our membership
today, which is over a quarter of a million, are veterans of the World
War. These men are members of more than 3 ,400 units located in
every State of the Union as well as our territorial possesstons,

T also want to emphasize this. The veterans never asked the Federal
Government to puy them a bonus, Theidea was born within Congress
itself. It was intended to at leust purtially equalize the compensation
of the men who had been fighting in France for $1.25 a day, or training
to fight at home for $1 a d:n’ and citizens at home. Common labor
dumw the war was puid 10 times that amount. In all probability the
veterans would have been paid off in cash if Uncle Andy Mellon had
not made his famous hillion-dollar error on the stnte of the Treasury.
That slight miscaleulation on the part of the “greatest Secretary of
the Trensury since Alexander Hamilton’’ cost the Government hun-
dreds of millions of dollars and you gentlemen have inherited the issue.

Senator Gore. 1 did not quite get the point of that.

Senator BaiLey. He said that Andy Mellon made a mistake of a
billion dollars.

Senator Gorg. I understood that,

The Cuamrman. That is not the first mistake he ever made.
{Laughter.]

Senator BaiLey. They are trying to prove now that he made a
mistakoin his income tax.

Senator Gore. Give me a little more of the detailsof that, 1donot
understand.

Mr. VAN Zaxvr. If my memory serves me correctly, Senator,
when Congress was discussing the adjusted-service compensation
act, the Treasury Department was asked for a statement from the
Secretarv of our Treasury as to the condition of our Treasury, and
Mr. Mellon made a statement in which he made an error of $1,000,-
000,000.

Mr. BarLsy. What was that error about?

Mr. VAN ZANDT. As to the amount of money on hand, I believe,
at that time.
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The CuaieMAN. He missed in his estimates, $1,200,000,000 as to
the needs of the Government along that time, and the Congress
gradually reduced the taxes by virtue of that.

Mr. Van Zanpr. That was for the fiscal year, I believe, at that
time.

When Congress first began to discuss the bonus question, the
Veterans of Foreign Wars of the United States recommended that
this adjustment of pay be settled immediately, in cash, as a means
of giving the returned soldier, sailor, and marine an opportunity to
invest in a small business, buy himself a home, or otherwise rehabili-
tate himself and his family. In addition to that, we felt the veterans
who fought and won the war should be accorded the same treatment
given to munitions makers, the railroads, and others who had war
contracts with the Government. They were not asked to wait 20
vears to have their contracts adjusted. We believed then and we
believe now that this was a rank discrimination against the men
who bare the brunt of battle and made the greatest sacrifices.

But our proposal was ignored. It was rejected largely because the
profiteers and patrioteers raised a howl of *Treasury raiders”,
‘‘panhandlers”, “parasites”, and the like,

Senator ConNaALLY. Let me ask you right there: What was the
attitude of your organization in 1925 when we passed the bonus act?
Did you favor that act?

Mr. Vax ZanpT. We did not.

Senator CoNnNaLLY. Did you appear before the committees or any-
thing of that kind.

Mr. Van Zanpt. Our legislative representative at that time did.

Senator ConnaLLY. Did they favor the bill finally?

Mr. Vax Zanpr. That I cannot say, Senator.,

The CrairMan. If I may be permitted to recall to your mind,
Mr. Van Zandt, in 1922 all of the service organizations and those who
were favorably disposed toward the ex-service man in getting some
kind of legislation through, did draft a piece of legislation, It had
four points in it, It went to the President, and President Harding at
that time vetoed it and we were not able to override the President’s
veto. In 1924 we then passed practically the same bill with a very
minor change in it, and we did override the President’s veto at that
time. It was passed in 1924 and went into effect in 1925,

Senator ConnarLLy. I am talking about the present bonus law, the
one that issued these certificates. Did your organization appear here
then and favor that act or did it oppose it?

Mr. Vax Zaxor. I cannot state exactly what position our legis-
lative representative took at that time, but I can say definitely that
the Veterans of Foreign Wars assembled at its national encampment
never went on record favoring the present piece of legislation.

Senator Gore. Did the Legion in its first annual convention go on
record against the bonus, at St. Paul in 1919?

Mr. VAN ZanpT. I cannot speak for the Legion. I only speak for
the Veterans of Foreign Wars.

Senator Gore. 1 want to ask you one: question because 1 think
there hus been some misapprehension about it. You mentioned a
while ago this bonus or payment to the soldiers was to equalize their
conditions with the profiteers and armament manufacturers who were
paid after the war a considerable compensation to release the Gov-
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ernment from contracts for military supplies that were no longer need-
ed. 1 think sometimes a wrong inference is drawn from that. Sup-
pose the Governnient, shortly before the armistice, had made a con-
tract with the Remington Arms Co. for $10,000,000 worth of rifles.
The armistice came, and the Government had no occasion on earth
for those rifles, and the Government, however, was bound hy its con-
tract to pay $10,000,000 to the company that made the arms. The
company was willing to make the arms if necessary to get the
$10,000,000. The Governent, in order to avoid paying $10,000,000
for arms that were not needed at all, paid the company say $1,000,000,
or $2,000,000 in order to he released from the contract. That is
what happened. Don’t you think that is good sense.

Mr. Vax Zanpt. Did the Government not pay the munition makers
and manufacturers of arms, nnd so ferth, 6 pereent?

Senator Gonre. That is not involved in this.  They paid liquidated
damages, you niight say, or a stipuluted amount in order to get re-
leused from contracts, the execution « { which the Government no
longer desired, and avoided paving much larger sums for arms that
it did not need, and it paid a smaller nmonnt to get out of a binding
contract in order to escape the payment of a larger sum for arms that
they did not need. I think that .a:t is sometimes overlooked.

Mr. Van Zanpr. Of course we cannot deny the fact that they all
received adjustments of their contracts.

Senator BaiLey. That was adjustment for a nonexecuted contract.
1 do not say that they did not make exorbitant profits on what they
did pay. T think that is probably so. But the amount there, was a
settlement in the interest of the Government to get out of a contract
hecause of the sudden termination of the war.

Mr. Vax Zanpr. 1 vnderstand that,

These gentlemen who had filled their purses with exorbitant profits
at the expense of the Government wanted to shift the cost of the war
to the shoulders of the next generation. Threughout the years, the
opposition to immediate cash payment of the adjusted-service certif-
icates has been fostered by such well-financed groups as the United
States Chamber of Commerce, the National Economy lLeague, and
the American Veterans' Association, many members of which fall in
the class of war profiteers. The shocking extent of Government
gouging has been shown by the testimony taken by the Nye Munitions
Committee, on which the distinguished and able Senator from Mis-
souri, Colonel Clark, has rendered such conspicuous service.

Incidentally, T see that our old friend, the big-hearted and gallant
Major Curran, the mouthpicce for the purse-proud super-patriots
who control the National Economy League, is out with a fresh blast
this morning against all bonus bills,

Senator BaiLey. Who is that?

Mr. Vax Zaxor, Major Curran, of the National Economy League.

He not only demands the killing of the Patmau bill, but the Harrison
bill and the Vinson bill as well. T can understand why Major Curran
should assail a live measure like the Patinan bill, or the Harrison bill,
which appears to have the administration’s blessing, but why he
should ghoulishly disturh the dead is beyond my understanding.
Tlie Vinson bill died in the House and has been buried for weeks. 1t
is beyond resurrection.
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The false propaganda that the veterans were seeking to wreck the
Treasury and the malicious slander against the Nation’s defenders
succeeded. '

Senator BaILEY. Let me get you clear on that. If we voted for
the Vinson bill, your organization would not support it at all> You
are flatly against that.

Mr. Van Zanot, The Veterans of Foreign Wars stand unanimou-
for the Patman bill.

Senator BaiLry. Are they against the Vinson bill?

Mr, Vax Zaxor. I think that my statement suj norting the Patman
bill will answer that question. )

Senator BaiLey. No; 1 do not think so. Being for one does not
necessarily imply that you are against the other. But I am asking
you and you are here to tell us, did vour organization condemn the
passage of the Vinson bill?

Mr. Vax Zanpr, No, sir; we did not.,

Senator BAILEY. So you are not against it?

Mr. Vax Zanpr. We have been consistent on this problem for
years,

Senator CoNnNALLY. Suppose the Vinson bill is before this com-
mittee to report and it would be for the Senate to pass either the
Vinson bhill or nothing, would your organization then be against the
Vinson bill?

Mr. VAN ZANDT. Not until after we called our legislative committec
together and asked each department commander to give us his
opinion. This organization is not run by one man.

Senator BAILEY. You would have to get the consent of yvour com-
mittee, but you do not oppose the Vinson bill?

Mr. Vax Zaxpr. I have no statement to make on the Vinson bill.

Senator BalLey. No statement whether you are for it or against it?

Mr. Vax Zanot. No, sir.

The CrairMAX. You prefer the Patman bill, as 1 understand it?

Mr. Van Zaxpr. Yes, sir.

Senator Gourr. What is your main reason for preferring the Patman
bill?

Mr. Vax Zanor. 1 think, Senator, if T may continue to read thi-
statement, I will bring that out?

Senator Gonre. 1 beg yvour pardon.

Mr. Vax Zaxor. Contisuing my statement: It could have been
financed alone by Mr. Eugene G. Grace, president of the Bethlehem
Steel Corporation, who told the Nye committee he received only
about $3,000,000 in bonuses during the war period.

In 1924, Congress passed the Adjusted Compensation Act, officially
admitting that a debt was due to the World War veteran, in recog-
nition of his sacrifices.  Instead of giving hiin cash when he needed it,
Congress gave the veteran a certificate, a promissory note payable in
1945,

Senator BaiLey. On that point you say that there was an admis-
sion. It was an admission of that debt due in what amount at that
time?

Mr. Vax Zaxor. As an adjustment of his pay.

Senutor BaiLey. In what amount?

Mr. Vax Zaxor. The fuce veiue of his certifieate,
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Senator BamLey. They did not admit that to he due then. They
admitted that to be due with acenmulatéd interest in 1945. I want
to know how much they admitted to be due as of that date?

Mr. Van Zanpt. T think, if they decided to give the domestic
service man $1 a day, the maximum amount was $500. And the
amount on overseas was $1.25.

Senator BaiLey. He is the man you are representing, the overseas
man?

Mr. Vax Zanpr. The overseas man. Then they decided to pay
him 25 percent.additional for waiting 20 years.

Senator BaiLey. That was the amount that was ascertained by
Congress to be due as of 1924 when the act was passed?

Mr. Va~ Zanor. That is right.

Senator Gore. You say the soldier wanted cash and the Govern-
ment gave him a certificate. This certificate was really more than a
promise to pay so much money in 1945, was it not? Was it not a
sort of an insurance or endowment policy?

The Crairman. It was a 20-year endowment policy.,

Senator Gore. If the soldier had died and left a widow and 2 or 3
children, would they not get the money at once?

Mr. Van ZanpT. These certificates are oftentimes referred to as
a bonus certificate or an insurance certificate. I do not think you can
find any words in the act of ‘“bonus”, and if my memory serves me
correctly, you cannot find the word ‘‘insurance’’.

Senator CoNNALLY. What he means is, if the soldier died the next
day after getting his certificate, the soldier would have gotten the
entire amount? His widow or children?

Mr. VaN ZanpT. Yes.

Senator ConNaLLY. That was an insurance policy to that extent.

Mr. VaN Zanpt. To that extent.

Senator Gore. It was something more than a mere certificate?

Senator BaiLey. Do you object to the word ‘‘bonus”’?

Mr. Van Zanor. I do.

Senator BaiLey. Why do you use it in your article? I never use it.

Mr. Van Zanpr. We refer to it as the so-called “bonus.” 1 realize
if I probably stoed here before you gentlemen and discussed the pay-
ment of the adjusted-service certificates, probably some of you would
not know what I was referring to. [Laughter.] That is true among
the veterans,

Senator Gore. When you say “bonus’’, we get the idea? That's
the chief object of language.

Mr. Van Zanor. Exactly. The newspapers of this country use
“bonus”, and the veterans of the country use ‘“bonus’ even though
we do not want them to do it.

Senator BaiLey. 1 have never used it and I am rather amazed
thatl Fou do. It must be considered as compensation or not considered
at all.

Mr. Van Zanot, We really consider it the balance of our adjust-
ment of paﬁ.

Senator BaiLey. But you are using the word ‘““bonus’” and are
using that word all the way through, and I assume that was merely
to adapt yourself to the ignorance of Congress.

Mr. Van Zanot. No; so that you gentlemen would know what we
were talking about.
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Senator BaiLey. I think that is excusable.

Mr. VAN ZanpT. It was justly denounced at the time as a ‘‘tomb-
stone bonus.” For figures of the Veterans’ Administration show that
the ex-service men are dying at the rate of 3 an hour, or 80 a day. If

- the veterans are forced to wait until 1945 for payment, approxi-
mately 500,000 veterans will have died.

Senator BaiLey. But their widows and children will get full pay-
ment at once, is that not right?

Mr. VAN Zanpr. Under the present set-up.

Senator Gore. You say that 80 are dying a day?

Mr. VAN Zanpt. Yes, sir.

Senator Gore. That means 80 widows, if they are all married, get
the full face value?

Mr. Van Zaxpr. Six out of seven have borrowed on their certifi-
cates, and compound interest is gradually consuming the balance of
the certificate.

Senator ConNarLy. The interest stops at the time of death.

Senator Gore. They get the full face value.

Senator ConNavLny. Without paying any more interest.

Senator BaiLey. The policy matures on death.

Mr. Vax Zanot. He gets the face value of it.

odSem;tor Baivey. What is the interest they are required to pay
today?

Bl¥. VAN Zaxpt. Three and one-half percent.

The dissatisfaction of America’s overseas fighting men with that
law was manifested at the National Encampment of the Veterans of
Foreign Wars in 1925 when delegates from every State in the Union
voted unanimously for immediate cash payment of the certificates,
Since that time, every National Encampment of the Veterans of
Foreign Wars has mandated its national officers to support legislation
which would discharge this now long overdue debt to the former
service men. I am proud of the consistent record of the Veterans of
Foreign Wars.

Senator BaiLey. That overdue debt that they require you to pay
is this $600 maximum based on $1.25 a day from your organization,
with interest to date. That would be the overdue debt?

Mr. Van Zanpt. Exactly.

Senator BaiLkey. You are not asking for the payment of the
matured certificates in full, on your own statement?

Mr. Van Zanpt. We are asking for the payment of the face value
of the certificates.

Senator BaiLEy. Notwithstanding you have just stated that they
voted for the payment only of the matured debt.

Mr. VAN ZaANDT. Yes.

Senator BaiLey. And you stated what it was. There is a little
difficulty there.

Mr. Vax Zaxor. We consider the face value of the certificates debt
that is due the veterans.

Senator BaiLky. But you 'kustr stated what the matured debt was.

The Cuairman. Proceed, Mr. Van Zandt.

Mr. Van Zaxpr. Between the years 1925 and 1929, conditions were
fuirly good in this country for the average citizen and enormously
prosperous for & comparative few. Unemployment was at a mini-
mum and the average veteran. who was not handicapped by dis-
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abilities, was able to maintain himself and his family. Then came
the crash. Millions of people were thrown out of work. The
average veteran lost his priority on his job when lhe entered the mili-
tary service. Therefore, he was among the first to he let out when
jobs became scarce.

With wide-spread distress and uneinployment among the ex-service
men of America, the Veterans of Foreign Wars called upon the
Congress to exchange those promissory notes for cash. With the
support of public sentiment, the Veterans of Foreign Wars, in 1931,
won a partial victory in this fight. Congress, recognizing the plight
of the average veteran, increased the loan value to 50 percent of these
certificates.

Senator CoxnarrLy. Did you folks advocate that bill granting the
50 percent loan?

Mr. Van Zaxnt. Yes, sir.

Senator ConNaLLY. And the interest?

Mr. Van Zaxot. The interest 1 think was established in the bill,
but we did not fuvor the rate of interest.

Senator CoNnaLLY. You just favored getting the money without
figuring on interest? It was all in the same bill. | just wanted to
know if you fuvored the bill that we passed here in —when was that?

Senator BatLey. 1930, was the loan bill.

Senator ConnaLLY. Did you organization favor that?

Mr. Van Zanor. We favored the loan but not the rate of interest.

Senator CoNNALLY. It was all in one bill. Were you in favor of
that bill or against it?

Mr. Van ZanoT. I do not know about the interest angle.

Senator CoNNALLY. It was all in the same bill. Did you favor the
bill? If we had to answer aye or no on the roll call, would you say
you were for it or against it?

Mr. Van ZanpT. 1 would say yes, we were for it. These loans were
a Godsend to the veterans. "H;e extent of distress among them is
shown by the fact that about 85 percent of the veterans took advan-
tage of the borrowing privilege. And while the loans were most help-
ful and enabled veterans to feed, clothe, and shelter themselves and
their families in the midst of the worst depression in all hist,oré, there
was nothing generous in this act on the part of the Federal Govern-
ment. I ask you, gentlemen, to remember that the veterans were
forced to pay interest on these loans, a compound interest that is
rapidly consuming the balance that is due him. He is paying for the
use of his own money.

Senator ConnNaLLY. You say he is paying for the use of his own
money?

Mr. Van Zaxor. Yes.

Senator Cox~xaLLy. The Government is paying him 4 percent on
that money, compounded?

Mr. Van Zanor. Exactly.

Senator CoNNALLY. And charging 3% percent?

Mr. Van ZanpT. Exactly.

Senator ConsaLLy. How is that he is paying on his own money
when he is getting 4 percent and only paying 3} percent?

Mr. Van Zanpr. We contend that the face value of the adjusted-
service certificate represents an adjustment of pay of the veterans.

Senator CoNNaLLY. As of when?
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Mr. Vax Zanpt. The time of his service.

Senator CoxNALLY. You say that we ought to have paid him this
whole thing back in 19187

Mr. VAN Zanpr. Exactly.

Senator CoxnatLy. I though that you said awhile ago that the
amount due in 1918 was $500 in one case, in the case of the domestic-
service man and $625 in the foreign service?

Mr. Van Zanpr. That amount was established by Congress.

Senator CoNvaLLy. You favored that bill? That is your basis
now. Isit nota fact that the man who gets $625 would have gotten
in 1918, on face value, $1,500, over $1,500?

Mr. Van Zanor. By the 25 percent additional plus the 4 percent?

Senator CoNNaLLy. 1 am talking of his certificate. You say you
want these certificates paid in full now at {ace value?

Mr. Van Zanor. Exactly.

Senat?or CoONNALLY. An({you contend he was due the $1,500 back
in 1918

Mr. Van Zanpr. Exactly.

Senator ConNNaLLY. Instead of $623, you want to pay him $1,500
as of date in 1918, is that your position?

Mr. Va~ Zanot. Correct,

Senator BaiLEY. And he wants the interest paid up to date.

Senator CoNNaLLY. Noj; it is on the theory that he was going to be
paid as of 1918. That would have been merely $3 a day instead of
$1, would it not?

Mr. VAN Zanot. I am not familiar with the hearings at that time.

Senator ConNNaLLY. I am not talking about the hearings., I am
talking about the facts. You say he ought to have been paid in 1918,
and paid in 1918 when these certificates mature in 1945. 1 am asking
you if you think we ought to have paid him in 1918 the $600 amount,
and that would figure about $1,700, would it not?

Mr. VAN ZanpT. $1,585 is the limit.

Senator ConnNaLLY. You contend that instead of giving him these
certif?icates they ought to have paid him in 1918, $1,585 instead of
$625

Mr. VaN Zanot. Exactly.

Senator CoNNALLY. Then you ought to pay interest on that up to
now. Do you not think you ought to pay interest on $1,585 from
November 1918?

Mr. VAN Zanpr. The mechanics employed at that time for the
construction of the certificate, as you probably will recall or know,
they paid the veteran $1.25 a day for every day served with a maxi-
mum amount of $625 for overseas.

Senator CoNNaLLY. I want to get your idea.

Mr. VAN Zanpr. From the $625, they deducted $60.

Senator ConnNaLLy. I know that, but I want to get your position.
You say they should have paid them $1,585 as of November 11, 1918.
If there were due $1,585 and we are not going to pay them until now,
don’t you think we ought to Fny the interest from 19187

Mr. VAN Zanpr. 1 think if the veterans of this cor.atry get the
face value of the certificates, they will be satisfied.

Senator ConNaALLY. I am asking you what you think. Don’t
you think, and if I felt that we were due them $1,585 in November
1918, I would vote to pay them the interest on it. What do you say?
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Do you say they are entitled to interest on $1,585 from November
1918 to date?

Mr. Van Zaxor. No, sir.

Senator CoxnaLLy. Why not? You say they were due that
amount then? .

Mr. Vax Zaxor. I think that the 25 percent additional which
Congress decided to pay to the veteran on his adjustment of pay back
in 1924 when they were considering this bill, the 25 percent was
established for the purpose of eliminating criticism, The veterans
throughout this country were not satisfied with $1.25 a day for every
day they served and then they established the maximum of $625.
The average oversens man whom 1 represent felt as though he were
entitled to $1.25 a day for every day he served in the serviee, and in
o.rderl to quiet that criticism down, they guve them 25 percent addi-
tional. !

Senator CoNNaLLY. I am not talking about what Congress did, but
what you say ought to be done.

Mr. Van ZanoT. I would say the veteran does not expect the in-
terest on the $1,585 that you mentioned.

Senator ConnaLLy. That is a correct figure, is it not?

Mr. Van ZanpT. That is about the limst.

The Cuairman, All right, Mr. Van Zandt; proceed.

Mr. Van ZanpT. Since the enactment of that amendment to the
Adjusted Service Compensation Act, it has become increasingly ap-
parent to the Veterans of Foreign Wars that the compound interest
charges on the loans would render the certificates practieally valueless
in 1945.

Senator CoNNALLY. You said that you favored the bill that granted
these loans and this interest. Now you are saying that that biﬁ ought
not to have been passed.

Mr. VaN Zanot. Unless I had the mandate of our National En-
campment, I could not really give you an authentic answer on that.

Senator ConNaLLY. You have your own mandate?

Mr. Van Zanpr. I am talking of the mandate at that time.

Senator ConnaLLy. I am talking about your views. You sand you
favored that bill granting these loans and paying the interest and all
of that, and it was passed, and now you are saying that that biil would
eat you up. Why did you advocate that bill if you knew it would
eat you up?

Mr. Van Zanpr. T do not speak for myself. I speak for the
Veterans of Foreign Wars, and speaking for the Veterans of Foreign
Wars, we act at all times under a mandate, and when the 50-percent
loan bill was up for discussion, I imagine that our commander in chief
at that time had a mandate if the Congress of the United States
amended the 50 percent law so as to charge these veteraus a rate of
interest, naturally we could not tell Congress, “ You cannot do this”,
hecause (‘ongress is the body considering that legislation and they have
the power to enact it. 8o we had to accept exactly what Congress
gave us.

Senator BA1LEY. You were not in favor of it?  You were just taking
what you could get?

Mr, Vax Zaxor. Exactly.

130434 —35——3
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Senator BaiLey. Now let me ask you a question. You represent
the Veterans of the Spanish War?

Mr. Van Zanor. Exactly.

Senator BaiLey. Why do you not ask for compensation for them
on the same basis as you ask for compensation for the veterans of the
World War?

Mr. Van Zanpr. We have a very definite legislative program
which concerns veterans of all wars.

Senator BAILEY. Are you asking for compensation for them?

Mr. VAN ZaNDT. We are not. There was never a resolution pre-
sented to our encampments asking for that.

Senator BaiLey. Do you not think they Lave some rights to con-
sideration?

Mr. Van Zanor. That is for our national encampment to say;
not me.

Senator BaILEY. You do not have any views on that?

Mr. Van Zanpr. No, sir; I do not. hat is for the encampment.
I follow the mandates of our encampment.

Se;nator Gore. What were the Spanish soldiers paid during the
war!

Mr. Van Zanor. 1 was not born until 1898 so I cannot answer that
question.

Senator Gore. Do you know anything about what happened
before you were born? [Laughter.}

The CHairMAN. I think Senator Bailey asked you & question with
reference to the conditions of the Spanish-American War, and you
%obably forgot that he was talking about the Veterans of Foreign

ars.
Mr. Van Zanpr. We have in our membersl%p, Senator, 92 per-
cent of World War, about 6 percent of Spanish War, and 2 percent of
veterans of other wars like the soldiers in Nicaragua and Haiti and
the soldiers elsewhere.

Senator Gorg. Is your membership of those who served in the
World War, pretty much the same as the members in the Legion?
It is bound to be.

Mr. VaN Zanor. Yes.

Senator GORE. A great many belong to both?

Mr. Vax ZanpT. Exactly.

The CHairMaN, All right; proceed.

Mr. Van Zanor. To iﬁustrate, a veteran holding a certificate with
a face value of $1,000 on which he borrowed 50 percent, would receive
approximately $68.50, if he failed to pay the Government the com-
pound interest on the money he was forced to borrow to keep body
and soul together.

Now the Veterans of Foreign Wars of the United States again come
to Congress asking that a new law be enacted providing for the im-
mediate cash payment of the adjusted-service certificates. The
individual veteran will receive a mere pittance in comparison with
the huge profits rolled up by men at home during the war. But he
needs it now as never before. The certificate he now holds is only a
scrap of paper when the landlord demands his rent and the grocer
insists upon being paid for his merchandise. The poverty-stricken
veteran, meanwhile, must look to local charity and Federal relief
agencies for subsistence.
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We are asking Congress to liquidate this obligation under the
Patman plan, which clearly has been approved by the House of Repre-
sentatives. While I can speak officially only for the Veterans of
Foreign Wars, I feel confident that the Patman bill has the support of
the vast majority of all World War veterans who are holders of adjust-
ed-service certificates, as well as the average citizen of this country.
If the Patman bill becomes law, Congress will never hear another
word from the veterans about the so-called ‘“bonus.”

Senator Gore. Of course it would be paid off if the Patman bill
goes through, and it would be a dead issue?

Mr. VAN ZanpT. Exactly.

Senator Gore. Do you have some other program in mind that
would follow? .

Mr, Van ZanpT. Wedo not. 1 am only permitted to speak for this
administration of the Veterans of Foreign Wars. 1 cannot tell you
about the next encampment of our organization, what they will do.

Senator Gore. I understand.

The CHatrman. All right; proceed.

Mr. Van Zanpr. We are well aware that the same well-financed and
selfish interests which defeated the cash payment plan originally are
again flooding the country misleading propaganda againstrtlﬁe Patman
bill and once more villifying the veterans. %‘he veteran is pictured as
a brigand and a bandit {ecause he insists upon payment of an obliga-
tion that has already been confessed. He is charged with being a
parasite on the Federal Treasury and one who has abandoned all
principles or patriotism in a selfish desire to fill his own pockets at the
expense of the taxpayers.

Ve know that they have raised the bankers’ bugaboo of “‘unbridled
inflation’’ against the Patman bill. The horrible example of monetary
experiments in post-war Germany and other European countries are
being cited to frighten the public. That is just a lot of tommyrot
and I believe Congress and the country will recognize it as such.

But I am no economist or monetary expert. Infact,Iam told there
are only 20 men in the United States who really understand the
monetary question.

Senator Gore. Would you put their names in the record?

Mr. VaN ZaNpT. Let me finish, Senator. I have no doubt that
they are all members of this committee. At any rate, I w'll leave
that feature for others to discuss.

For one thing, I believe the fact that 318 members of the House
voted for the Patman bill disposes of the dangers of inflation the
opponents of the measure claim it contains. Certainly 318 patriotic
men and women in the House never would have voted for the Patman
bill if they believed for a moment it would send this Nation to the
bow-bows.

If we assumed any such thing, that would leave only 90 true patri-
ots in the House, and they are all ladics and gentlemen who always
have opposed the so-called “bonus’” in any manner, shape, or form.

All of which leads me to the reasons why the Veterans of Foreign
Wars are supporting the Patman bill. Throughout the years that
our organization has been sponsoring immediate cash payment of
the so-called “bonus’, we observed and analyzed the sources of
opposition to the proposal. We found that the general public had
been led by false propaganda to believe the cash payment of the
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certificates would result in increased taxes or additional national
debt. We were attracted to the plan proposed by the Honorable
Wright Patman of Texas, who had been studying the problem for
several years. He proposed to pay this obligation to Ainerica’s
ex-service men without increasing cither taxes or the national debt.

After studying the plan, our organization concluded that it pro-
vided an economieally sound and just method of paying the so-called
“honus.”  Briefly, the plan provides that the Government shall issue
United States legul-tender notes, often called “Treasury notes”, to
pay the full remaining value of the certiticates now. This money
would be backed by the eredit of the Nation in the same way that
United Stutes notes, National currency, Federal Reserve notes, and
all money is backed and supported.  We helieve that the Patman
bill provides a safe brake on inllation, Some of the leading econo-
mists of the country, however, insist that $2,000,000,000 of inflation,
or “reflation”’, as they call it, would have a beneficial effect just now,
But the so-catled “honus’ conld be paid without a dollar of currency
expansion, under the terms of the bhill. In the event the Secretary
of the Treasury so desired, he could withdraw from circulation $1
in national-bank notes or Federal Reserve notes for every dollar he
issued in the new Treasury notes to the veterans.

Senator Gore. Is this the first time that the Patman bill has
included the issuance of those notes and restoring price levels of 19267
That is a novel proposition.

Mr. Vax Zaxot. [ helieve I, R. 1 is similar to H. R. 1 of the last
Congress, and I cannot recall the number of the bill-—

Senator Gore (interposing). I do not think it is.

Mr. VAN Zanot. I just cannot recall that.

Senator CouzeNns, Is it proposed to retire these notes at any
period of time under H. R. 1?

Mr. VaN Zanpt. Senator, I have told you briefly, I am not a
monetary expert.

Senator Couzens. You are speaking about the Patman bill. I
have not read it, and I am wondering if it contains &ny provision for
retiring these notes that ought to be issued in payment. Is there
any provision for that?

K/Ir. Van Zanor, I would say no.

Senator Couzens. Do they go on indefinitely? They are never
taken up, is that right? I raise that question particularly because
you say the bill would not require any taxation or the issuance of
any bonds, and it seems if that would be the case, then it must be
intended to have them float indefinitely and never be taken up.

Senator BaiLey, I understood the proposition was that there
should be a retirement or withdrawal whenever the price level reached
a certain point. That that was the limitation that was proposed to
be placed on the inflationary idea.

Senator Couzens. When they are retired, they could only be
retired by taxation.

Senator BaiLey. I think his theory would be just to issue some
more.

Senator ConnaLLy, In fairness to Mr. Patman, I think his theory
is that the sinking fund which is now being created to retire these
certificates themselves in 1945 would be available if need be.
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Senator BarLey. It is in contemplation that they should be
retired whenever the price level had reached a certain point. That is
the limitation that he fixed upon his inflationary theory.

Mr. VAN ZaNnDT. Once convinced of the wisdom and justice of
the Patman bill, the Veterans of Foreign Wars hegan a militant and
intensive campaign for the measure. We carried the message to the
public generally, as well as the veterans. Slowly at first and then
rapidly, we found public sentiment changing.

As a national officer of the Veterans of Foreign Wars, T have
traveled conservatively 250,000 miles in the last 5 years. I have
erossed the continent at least 50 times and made hundreds of speeches
in large and small communities. 1.have addressed thousands of citi-
zens of every type, scores of business and civic organizations, as well
as veterans’ posts, State departments, national encampments, mass
meetings, and rallies, The veterans are ‘‘sold” on the Patman plan.
And I can say to you gentlemen that I am firmly convinced a vast
majority of the citizens of this country are now in favor of immediate
cash payment of the adjusted-service certificates. Certainly the
Patman bill never would have passed the House by & more than
313-to-1 majority if the Members who supported it did not believe their
constituents were for the measure.

I am here under a mandate from the last national encampment of
the Veterans of Foreign Wars of the United States, held in Louisville,
Ky., which unanimously adopted a resolution calling for the immediate
cash payment of the adjusted-service certificates, after Mr. Patman
had presented his plan. I have an even more recent mandate,

Senator BaiLey. I get from that that they asked just for the im-
mediate cash payment?

Mr. Van Zanpr, Exactly.

Senator BaiLey. They are not especially insistent upon the
Patman idea for issuing greenbacks or Treasury notes. What
they want is to be paid in good money.

Mr. Van Zanor, If you will permit me to continue, I will bring
that to your attention.

After the fight began to develop in the House, a poll on pending
bonus bills was taken of all State departments of the Veterans of
Foreign Wars, which, in turn, polled the local posts in ecach State.
That poll came back without g single dissenting vote cast against the
Patman bill.

The Veterans of Foreign Wars of the United States advocate the
payment of the so-called “bonus’’ now because we believe it would be
a real contribution to President Roosevelt’s recovery program.
The amount involved in this obligation is $2,100,000,000. This
money would go directly into the hands of 3% million veterans scat-
tered throughout the country. The 3} million veterans represent
at least 12 million persons—wives and children in need of food,
clothing, shelter, and other necessities. The money would go imme-
diately into the channels of trade and industry. And remember,
this would be an expenditure by the Federal Government that would
create no new political jobs, no new regiment of political henchmen
to be kept on the pay roll in the future and without any dunger of
graft or corruption.

Senator CoNNaLLY. Let me ask you right there. Is it your theory
:llllu?t as soon as the soldiers get this money, they are going to spend 1t
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Mr. VAN Zanpor. Exactly.

Senator ConnaLry. They won’t have anything for a rainy day.

Mr. Vax ZanpT. Some of them might.

Senator ConnNaLLY. I am trying to get your theory. You say it
will all go into commerce. That means as soon as the soldier gets it,
somebody is %oing to take it away from him.

Mr. Vax Zanpr. He is going to spend it for the necessary com-
modities of life.

Senator BarLey. I agree with you, Mr. Van Zandt. I have no
patience with anybody who says that he will throw it away. I think
he will spend it for the necessities of life, and he will spend it legiti-
mately. I think the record shows that they did spend the money
before, 80 percent of them, very soundly.

Mr. Van Zaxpr. [ will bring that out very clearly.

Senator BaiLey. But I want to ask you & question. Assuming that
they spend the money in the legitimate channels of commerce, how
do you figure that that sort of policy, the Government issuing Treasu
notes, as you say and distributing to the extent of $2,100,000,000
would really be a contribution to recovery? Is that your theory of
the way we can get out of this thing?

Mr. Van ZanoT. Exactly.

Senator BaiLey. All right. Then on that theory, the proper
course to pursue would be for the Government to distribute money
very much more broadly than that. We could send a great deal to
people in other classes. Take the old people; say, everybody more
than 60. Then we could find other classes and send out say, not
$2,000,000,000, but $10,000,000,000 to $15,000,000,000. Do you
think that that would really be a contribution to recovery? Is that
your view?

Mr. Van Zanor. I would say no.

Senator BaiLey. Why do you stick to $2,100,000,0007

Mr. Van Zanpt. If you permit me to continue, I think I will
answer your question in my statement here.

Senator BaiLEy. You do not advocate anything more than the
$2,100,000,000 as means of recovery?

Mzr. VaNn Zanpt. We base our statement on what has already been
spent for the benefit of various classes, and I think I will bring that
out in my statement.

The CHairMAN. How much more have you there?

Mr, Van Zanpr. Just about 3 more minutes.

The CHAIRMAN. Proceed.

Senator Gore. As far as I am concerned, I would like to have seen
part of this $5,000,000,000 go to have paid this bonus.

Mr. Vax Zanor. 1 do not wish to criticize the President in any
way and 1 certainly am not seeking to enter into any controversy
with my Commander in Chief, but in & letter to a man who saw only
a few days, service in the World War, Mr. Roosevelt questioned the
practical economic value of paying the so-called ““bonus’ now. 1do
not believe the President was advised of the facts at that time. The
President said:

It would not materially stimulate business, as most of the money would go to
liquidate current indebtedness, as when the veterans borrowed nearly one
thousand million on their certificates.
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We contend that the liquidation of a debt is certainly a stimulant
to business. The economics involved is very simple.

Senator BaiLey. The liquidation of a debt does tend to stimulate
business; it clears the way. But you are creating a debt to liquidate
a debt. When you say that, 2 and 2 make 4. One debt offsets the
other. What do you say to that theory? This is & debt; this
$2,100,000,000 would be a promise by the laovemment, to pay. You
discharge a debt out here and let the soldiers discharge their indebted-
ness to the extent of $2,100,000,000, but here is a debt created back
behind that which must be paid by the Government. That is the
farmer and the laborer and not just the rich man. The debt falls
on all; you do not get rid of your debt. There is your difficulty.

M:. %;AN Zaxnpt. This debt has to be paid in 1945.

Senator BatLey. I agree to that, but we have an accumulating
system there whereby 1t is earning. Here we are creating an imme-
diate debt, and debts are being paid. I agree with that. Your theory
is that that debt is in the way of recovery, but this does not get rid
of the debt. "You get rid of one, but you create another.

The Cuairman. Mr. Van Zandt, we have to recess now. At 2
o’clock we will meet in the District of Columbia room in the Capitol.

(Whereupon at 12:10 p. m., a recess was taken until 2 o’clock of
the same day.)

AFTER RECESS

The committee reconvened at 2 p. m., pursuant to the taking of the
recess.

The CHAIRMAN. The committee will be in order. Mr. Van Zandt,
you may proceed.

STATEMENT OF JAMES E. VAN ZANDT—Resumed

Mr. Van ZanpT. Mr, Chairman, I am going to just go back to a

beginning and give a statement so that it will be clear to you.

do not wish to eriticize the President in any way and I certainly
am not seeking to enter into any controversy with my Commander in
Chief, but in a letter to a man who saw only a few days’ service in
the World War, Mr. Roosevelt questioned the practical economic
value of paying the so-called ““bonus” now. 1 do not believe the
President was advised of the facts at that time. The President said:

It would not materially stimulate business, as most of the money would go to
liquidate current indebtedness, as when the veterans borrowed nearly one thou-
sand million on their certificates.

We contend that the liquidation of a debt is certainly a stimulant
to business. The merchant who receives money in payment of a
debt uses this money to buy merchandise. The purchase of new mer-
chandise naturally has its effect on the entire economic chain back to
the original producer of raw material. This would result in the pro-
ducer of raw material being able to sell more commodities, perhaps
at a better price, and enable tlic merchant ahd the manufacturer to
employ more labor.

ust to keep the record straight, let’s see what happened when the
veterans borrowed that billion doliars on their certificates. The
Government made a survey of the results and I want to read you a
letter signed by Gen. Frank T. Hines, Administrator of Veterans’
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Aflairs, addressed to the Tlonorable Wright Patman, in which he
discusses the survey. It follows:

I have vour letter of Qctober 3, 1931, asking for certain information resulting
from the study vou understand the Veterans’ Administration to have made con-
cerning the direction in whieh veterans spent mouney obtained from loans on their
adjusted-service certifieates,

You are advised that a general study of this matter has been made, which per-
mits the following broad conclusions in answer to your several questions:

(1) The average percent of veterans obtaining loans for personal and family
needs wits 65 percent.

(2) The percent of veterans who used funds secured for investment purposes
was 20 percent.

(3) The perecnt of veterans who used funds secured for the purchase of auto-
mobiles, purpose undetermined, was 8 percent.

(4) The percent of veterans who utilized funds in such a way as to receive no
practicable henefits therefrom was 7 percent.

This survey showed that 100 percent of that money was actually
placed in circulation, We have every reason to expect that the re-
maining 50 percent of the value of the certificates would be spent, and
as wisely spent. 1f we are going to prime the pump in an effort to
restore prosperity, certainly this plun offers a practical method.

To further substantiate our claim that the immediate cash payment
of the so-called “bonus” would have a marked effect in stimulating
business, as well as relieving distress among the veterans, I want to
read you a letter written by our distinguished Vice President, Mr.
John N. Garner, when he was minority leader of the House of Repre-
sentatives, Mr. Garner's letter follows:

OFFicE OF MINORITY LEADER,
House oF REFRESENTATIVES,
Washington, D. C., October 26, 1931.
Mr. Joux Cooaan,
Chicago, I11.

Just received your letter of the 24th, and desire to thank you for your many
kind expressions tendered both Mr. Patman and myself.

It is impossible at this time to forecast with any degree of accuracy what
action the next Congress will take with regard to payment of the remainder of the
bonus due the veterans.  Frankly, [ am of the opinion that if it had not been for
the billion dollars distributed throughout the country as a result of the bonus
action of the last Congress, the cffects of the depression would be far more intense
in many parts of the Nation.

With regards and best wishes, I am

Very truly yours,
JorN N. GARNER.

Senator ConNaLLy, Do you consider that letter of the Vice
President’s as approving any particular bill on the bonus? .

Mr. Van Zanpt. No, sir; I do not. The letter is offered for this
purpose, as sustaining our claim that the payment of the compensa-
tion at this time will have a marked effect on the recovery grogran}.

Senator ConNALLY. As a matter of fact, I think Mr. Garner in-
troduced in the House a bonus bill to pay them the then cash value
of what they were actually worth, rather than the 1945 value, and
that is as far as I have heard of him going. I just do not want the
record to contain any misconstruction of the attitude of the Vice
President. i .

Mr. Van Zanpr. I want to cite just one more obiectlon raised by
the President in_his letter to this man who is not eligible to receive
an adjusted certificate. The President said:

It would single out veterans as a preferted class, whereas relief should be given
equitably to all destitute citizens. Veterans already are receiving preferential
treatment in work relief employment.
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During the past 2 years special legislation bas been enacted for the
benefit of nearlv every phase of our economic structure. Congress
has passed special laws to help the bankers, the insurance companies,
the railroads, the manufacturers, the business men, the farmers, and
the wage earners.  In fact, the entire recovery program of the Roose-
velt administration thus far has been builded upon the adoption of
class legislation for the benefit of all classes exeept the veterans,
Aud tho veteran asks for nothing except a chance to collect what the
Government admits that it owes him, and what the Government must
pay him in 1945, if it does not pay him now.

Please do not misunderstand me.  We are not criticizing the relief
meunsure adopted by the administration. We believe that human
needs have a prior elaim upon every penny in the Federal Treasury,
We value human rights above property rights.  We only ask that the
veteran be singled out for equal treatment, not preferred treatment,

Tt is true that veterans’ preference is stipulated in some of the relief
laws. But the various alphabetical agencies have either ignored
Executive orders and legislative decrees pertaining to veterans or have
been unable to enforce them generally,  There is plenty of evidence
in the form of complaints from all sections of the country to refute
the claim that recovery legislation hes bestowed any special favors
upon America’s ex-service men, Thev are participating in general
relief but they are given an extra “break” in few instances,

Before these hearings are over, you gentlemen doubtless will hear
the falacious argument raised that payment of the so-called honus
before 1945 would be a violation of the contract between the Govern.
ment and the veterans.  That is just plain “baleney.”  The Adjusted
Service C'ompensation Act was not a contract, it was an acknowledg-
ment of a debt and the veterans had nothing to sayv about it,  They
were told to take what was given and like it. The net already has
been amended and it can be further amended, without any breach of
contract,

Now, gentlemen, to sum up briefly, the Veterans of Foreign Wars of
the United States are asking for immediate cash payment of the
adjusted-service cetificates for four major reasons.

“irst, the certificates wore given to the World War voterans by
the Government to adjust their pay while they were in the military
service, as well as in recognition of their physical sacrifices. The
war contracts were settled in cash shortly after the expiration of hostil-
ities, On the basis of equalizing their compensation alone, surely
veterans are entitled to treatment. equal to that given those who made
enormous profits out of the war. Moreover, there will never be a time
when the veterans need this money due them more than now,

Secondly, we are asking for payment at this time in order to prevent
the veterans from losing a valuable equity in their certificates, an
equity which will be all but destroyed by compound interest charges
if they are foreed to wait until 1945 for a settloment,

Thirdly, we believe that full cash settlement now would not only
relieve distress among the veterans and their families but would
constitute a valuable part of the President’s recovery program and
give Congress and this administration an opportunity to wipe out an
injustice so long suffered by the veterans, a chance to right & wrong
that threatens to stand as a blot on the patriotism of this country
for years to come.
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Fourth and lastly, we are advocating the enactment of the Patman
bill, because it wﬂ{ redeem the pledge made to the American public
by the Veterans of Foreign Wars of the United States, a pleg e to
support a program for cash payment that would not entail any boost
in taxes or any increase in the national debt. We believe the Patman
bill offers a constructive plan that is both economically sound and
morally right.

1 want to reiterate that the Veterans of Foreign Wars of the United
States stand unanimously behind the Patman bill. There is not the
slightest semblance of internal strife within our organization.

hat is our case and that is our plea. I trust that this committee,
in formulating its report to the Senate, will be able to see the justice
of the case and need that goes with the plea which I have, in my
humble way, attempted to present on behalf of America’s overseas
veterans of the World War.

Mr. Chairman and gentlemen, 1 think you.

The CrairMAN. Thank you very much, Mr. Van Zandt. Is Mr.
Wolman present?

Mr. BroBeck. Mr. Chairman, Mr. Wolman advised us by long-
distance telepone this morning that because of a very critical illness
in his family he was unable t(r)l%)e here, so we will ask you to pass over
his name and in the event he could appear later in the day, we would
like the privilege of his making a short statement.

The Crairman., We wanted to finish up the hearing now, if we
could, because Mr. Taylor and Mr. Belgrano desire to be heard
tomorrow morning, is that correct?

Mr, TayLor. Yes, sir, Mr. Chairman.

The CrairMaN. Is Mr. Bottomley present?

Mr. BorromiLey. Yes, Mr. Chairman.

The CrairMan. How much time do you desire?

Mr. BorroMLEY. Five minutes introduction, and 20 minutes of my
argument.

The CuairmaN. We have at least 6 or 7 witnesses here, and they
are being given 10 minutes, but we will permit you to put in any
statement you want in the record following your statement.

Mr. Borromiey. I could not do justice to my argument, and 1
would rather leave it out than to attempt to put it in within such a
short period.

« The CuairMaN. Very well, then. Mr. Staley we will hear you.

STATEMENT OF JOHN E. STALEY, NATIONAL COMMANDER OF
THEHYETERANS' PROSPERITY ORGANIZATION, LOS ANGELES,
CALIF.

Mr. STaLey. Mr. Chairman and Senators of the Finance Com-
mittee, I appear before you as national commander of the Veterans’
Prosperity Organization,

I wish to state, to qualify myself in this matter, that in 1931 I called
together a group of veterans prominent in the affairs of the State of
California, and organized the Veterans’ Prosperity Organization. On
the advisory committee of this organization were many prominent
civilians, among them Governor %le of Massachusetts, Governor
Rolph of my State, and mayors of cities in California and many other
men prominent in national religious, educational, and social circles.
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Following the payment of the first half of the bonus I made a
tour of the United States, which I supplemented during the recent
inauguration of Frapklin D. Roosevelt, in the organization of a Cali-
fornia delegation, when we again came across the country and cut a
cross section of every part.

Following my tour, in San Francisco, Calif., where I had the support
of 4 number of prominent veterans, including Frank Belgrano, now
the national communder of the Legion, I went to the State capitol
and was received by Governor Rolph and unfortunately the gentleman
who is now deceased, who gave out the first national interview in favor
of the payment of the so-called “bonus”, known better as the
“adjusted compensation.”

T{mt interview was published by the national press, and resulted
in an impetus or wave seross the United States, and that in turn
resulted in the payment of the first half of the bonus.

If I were to voealize the position of the veteran today who is not
represented by these great organizations such as the American Legion,
and as the Veterans of the 1l.igoreign Wars, I would say this: that the
American veteran is interested in and is & proponent of a sound
economic order. The American veteran believes we can return to
prosperity by the sale of goods, and services at a profit. He believes
that the payment of the soldiers’ bonus is a constructive measure.

The American veterans does not believe in any so-called *third
economic system.” He knows that money must be constructively
spent, and he believes in the system under which we have operated in
the past. Thanks to Senator Bailey, it has been indicated clearly
that the bonus money which has been thus far paid has been spent
constructively.

In the United States 35.8 percent of the money is spent for food;
14.9 f)ercen_t for clothing; 13.4 percent for rent; 3.1 percent for fuel
and light; 5.1 percent for house furnishings; and 27.7 percent for
miscellaneous purposes.

Now, gentlemen, the four millions odd veterans of the World War
are no wiser than any other men, neither are they any more indiscreet.
When this money is paid it will be divided nationally among these
expenditures in exact accordance to a penny, by the figures I gave you
just above, which were obtained by me this noon from the Library of
Congress from the Department of Labor Statistics.

Now, Mr. Chairman, I do not like to indulge in any criticism, even
thought it is constructive, of the bill which the chairman of this com-
mittee has presented, but I would like to say this, that it is proposed
shortly to pay a pension of some kind to those persons who are old
and indigent in these United States. The bill which the chairman pro-
Poses states, as 8 matter of policy, that veterans shall never receive

ayments which have been paid to several classes of veterans, Civil

yar, Sganish War and other veterans, and as a matter of policy, how
could the United States consistently pay to the old persons a series of
payments which will amount to the astronomical figure of $13,750,-
000,000 by 1950 other than for the reason they are handicapped?

I will not indulge in any oratory as to the vicissitudes of the vet-
erans, but I want to point out when the veterans returned home from
overseas they had to rehabilitate themselves, and many of them have
never been successful in doing that, hence they are handicapped.
They feel that in all fairness no other like resident or domiciliary of the
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United States should reccive a pension, and they feel that this policy
as stated should be stricken out of the bill, beeause if the old-nge pen-
sion or some other similar measure passes Congress, then in the next
session the war veterans would likewise appear before ¢ ongress and
as=k for lecislition of thet Kind.

Now, this is really adopting the Kuropean plan of legizlntion, and it
would be an innovation in these United States,

I donot know that the World War veterans ever intend to apply for
pension, but I kuow that many of us, such as Col. Johin Taylor
and myself, for exanmiple, are members of the Reserve ofliicers of the
United States, and we serve as Reserve oflicers in the United States
Army, and make a substantiol finaneial saerifice for so doing.

1 think in fairness to the veterans, in fairness to the hody politie,
that this bill should either eliminate that elause, or that it should be
amended so us to deelure that as a matter of poh: ¥ none of the civilian
populutum of these United States should receive a pension at any time.

Mzr. Chairnan, the payment of the soldiers’ bonus has heen a fong,
long fight for 1ae personaily. We ave almost at the end of the
tmll nnd 1 believe that in equity and good conscience and fairness the
hvnutv is going to pass some kind of a bill. 1 am e proponent of what
is known as the Patman bill, for the reason that our President has told
us that he would veto any measure which failed to show a means of
payment. As that bill does show a means ol payment I am, therefore,
a proponent of the Patman bill.

But, what the veterans of the Gnited States want, if I could vocalize
their request, is an munedmto cash payment of tlus money in the [ull
amount without deductions in some form or other,

Now, Mr. Chairman, 1 want to read to you a statement of the great
leader of the party to which you and 1 owe alleginnce, and gentlemen
of the Senate Finance Committee, I want to read to you a statement
of our great war-tine leader. I met this distinguished gentleman in
1912 at the University of Michigan. 1 ant unuble to utter before you
in as glittering way the rhetoric of Woodrow W ilson, but at least [
can read you what he said at one time. He said:

The anniversary of Armistice Day should stir us to exhaltation of spirit because
of the proud recollection that it was our Kr(-c«.pt and exainple which had, by those
early daysin that never-to-be-forgotten November, lifted the nations of the world
to the lofty level of vision and achieverment upon which the great war for democ-
racy and right was foiunded and won.  Although the stimulating memories of
that happy time of trivaph are forever imarred and embittered Tor us by the
shameful fact that when vietory was won——chiefly by the indomitable spirit and
ungrudging sacrifice of our incomparable soldiers-—-we turn our backs on our
associates, refuse to bear any responsible purt in the administration of the peace,
vet confirm a permanent establishment of the results won by the war at so fearful
a cost of life and treasure, and withdraw into a silent and selfish isolation which
is deeply ignoble heeause manifestly dishonorable,

How miich more ignoble, how more manifestly (lhhunm.nble would be the fail-
ure of our ecountry tuv\lvnd to these sate “ineamparable’” soldiers the considera-
tion their country owes them by eontinuing to deny them the Hquidation of their
adjusted compensation.  1f Woodron Wilson could speak fromn bis tomb at the
Washington Cathedral this is what T conevive he might say today, Mr. Chairman,
Let us be trie to our Nation, oor fellow man and ourself and to that small degree
that lies in onr power wrrm't by monetary satisfaction this long- cnntlmu‘(l dis-
regard of the men whom we terined, in 1917, “the saviors of the Nation.”

The soldier did achieve something in 1917 under the impetus of
men then in publie life telling them when they returned from over-
seas nothing would be too vuud for them to expect.
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Mr. Chairman, 1 submit, in justice to your country, in justice to
your fellowman, and in justice to yourself, that this 1s the time the
Senate Finance Committee of the United States Senate should take
favorable action for the immediate liquidation of that just compen-
sation.

I want to thank the chairman of the committee and the members
for your kind attention.

The Crairman. Thenk you, Mr. Staley.

Is Mr. Breheny present in the committee room?

Mr. Breneny. Yes, sir,

The CHalrMAN. You may come forward, Mr. Breheny, and make
your statement,

STATEMENT OF WALTER W. BREHENY, FOUNDER AND FIRST
COMMANDER OF CHAPLAIN DUFFY CHAPTER, D. A. V., NEW
YORK, N. Y.

The Crairman. What organization do you represent, Mr. Breheny?

Mr. BreHENY. T represent myself as an individual foreign-war
veteran and a veteran of the old Sixty-ninth, Rainbow Division, who
volunteered on April 16, 1917. I I may give expression to my 16
years of activity among veterans and veteran organizations, I served
as ono of the organizers of the Greater New York Chapter D. A. V.,
No. 2, New York City, 1920. At that time, 1 was a member of the
Lafayette Post of Veterans of Foreign Wars and u member of the
New York chapter, Rainbow Division Veterans.

I also assisted in organizing unemployment bureaus for our
veterans in 1919-22 and helped to establish and arrange for scholar-
ships for the veterans of the World War through the Knights of Colum-
bus of which I happen to be a member. In addition 1 was selected
by the New York chapter Knights of Columbus us chairman of the
war veterans committee in 1929, 1930, 1931, and 1932, ‘

1 may also say, having served as senior commander of the Bronx
Post No. 170 of the American Legion, and as a charter member of
the William F. Decgan Post of New York City, that I am thoroughly
familiar with the adjusted-service pay question.

1 am not here, Mr. Chairman, for any sort of publicity, and I ask
that no pictures be taken during my testimony. I will be very brief
and will ask for 20 minutes.

The Cuairman. We will give you 10 minutes.

Mr. Breneny, Thank you, Mr. Chairman. Having attended a
great many of the hearings pertaining to the Senate Munitions In-
vestigution Committee under Senator Nve, 1 was amazed to hear
read into the record the testimony of Mr. E. W, Grace and other
patriotic philanthrophists who, when asked a question by an esteemed
member of the committﬁ, 1 believe Senator Clark, as to whether he
was in favor of the boys getting their bonus, he (Grace) suid it was
preposterous for them to think of it, while $1,300,000 was the bonus
drlu\vn by that gentleman in 1918, in addition to his $12,000 a year
salary.

That is only one example of the many examples of bonuses paid to
certain financiers who are more interested in war than in the United
States of America.
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It is just exactly 17 vears ngo this month that 1 saw about 300
members of the Une Hundred and Sixty-eighth Infantry of lowa, their
bodies laid out one by one for burial over there, 1 being a member of
the platoon that was the firing squad to do bonor to our buddies who
had passed on ufter suffering from that mustard gas and other gases,
and 1 know the smell of it, because I have had it in my lungs ever
since, and I will carry it with me to Arlington Cemetery; 1 saw those
boys laid out there, and my thoughts went back to their homes back
in the good old U, S. A. where we are glad to be—-my thoughts went
back to the homes and to the parents of those boys who were left
when they, our comrades, went abroad. There was no dickering,
no bickering and no argument about who was going over the top and
who was not; the job was there and they did the job,

In the meantime, back in 1918 in the United States, as has been
testified to by Mr. Bernard Baruch, who told the Senate Munitions
(C‘ommittee they had just one hell of a time— to excuse the expression—
in getting the munitions manufacturers to agree to a price, which was
within common-sense reasoning, to supply the United States Govern-
ment with munitions.

That was at the time in July 1918 when we were up in Champagne,
just a little above Paris, and the Second Division had been relieved

y the First Division of New England, and we were up there shy of a
sufficient supply of munitions, and we had to let the enemy get
within a certain number of yards {from our trenches before we got
the word to fire. General Riley, of the One Hundred and Forty-
ninth Field Artillery, if 1 may mention his name aithough I do not
know whether he would be angry with me for so doing, had his
artillery hub to hub paraliel with the ground, shooting direct fire into
the encmy right over our heads.

I want to say, I cannot understand the argument over a question
such as why we do not get our money, and why we have to wait unti
1945. It is beyond me.

I have been a business man, I have always gone out and earned a
living, but I could use that money, and I know & million of the boys
could use that money, and I am in favor of the bill introduced by
Congressman Patman.

As s0 ably testified to by our national chief, James Van Zandt, we
are behind this bill 99 percent. Ninty-nine percent of the American
Legion are in favor of the Patman bill.

Being a member of the Legion, I saw the workings of that organiza-
tion, and I have every respect for the creed of that organization and
for the code. I have been through the hospitals over the United
States, and I have seen my buddies for many years past, even in the
past few months, when it was my honor and privilege to go into the
hospitals in New York and see those fellows in therc that are the last
remnants of the war, the real heroes being the ones who are overseas,
and who are over in Arlington, and the hero in the Unknown Soldier’s
Tomb. There are no living heroes and we are not speaking for
those of us that can get around, but speaking in behalf of the boys
who would like to be here before the committee expressing their
views, and I am expressing the views of the rank and file of those real
Americans, and I want to say to this committee now, that we need
this money at this time and we can use it to pay our just obligations.
There was no thought on the part of President Wilson, now that he
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has gone to his reward, for any deferring of this payment. It was not
his idea, it was not the idea of the esteemed Congressmen in the House,
or the Senators in the Senate, cver to defer this payment, but it was
the idea of the group that make up the economy league of this country,
the patriotic racketeers of the 'nited States, and I make that state-
ment without fear of contradiction. 1 know many of them. I have
had dealings with them, and they would love to put their finger on
me, but I am an American citizen, and I have never said anything
only what was a just and fair statement in behalf of those boys.

hat is their wish and their request of you gentlemen on this com-
mittee, to pay this money.

I am not criticizing our President, and our commander in chief,
whom I respect but the so-called *‘ves'’ men who claim they represent
him and his views, one of them told me himself with his own lips about
this being a racket, there was no racket over there, but they would like
to put us down as parasites and racketeers, hut the law has been
passed providing for the certificates to be paid, and why not pay us
now, and settle this argument once and for ail, and let us go back
satisfied to our homes and people.

I thank you, Mr. Chairman and gentlemen.

The CuatrMaN. Thank you, Mr. Breheny.

Is Mr. Royal C. Stephens in the committee room?

(No response.)

The CuarrMan. Is Mr. Hickerson in the committee room?

(No response.)

The Cuairman. Mr, Hobart, do you want to go on at this time or
in the morning?

Mr. Hosart, 1 will be very glad to go on at this time.

The CHAIRMAN. Thank you.

STATEMENT OF DONALD A, HOBART, NATIONAL COMMANDER
OF THE AMERICAN VETERANS ASSOCIATION, INC.

Senator CoxnaLLy. Will you please give your name and whom you
represent?

Mr. Hosart. My name is Donald A. Hobart, and I represent the
American Veterans Association as national commander of that
association.

Senator Couzens. I see you are incorporated.

Mr. HoBarT. Yes, sir.

Senator Couvzens. Are these other associations such as yours in-
corporations like this?

Mr. StaLey. I will have to answer that so far as the association
I represent is concerned and I will say we are incorporated under the
laws of the State of California as a nonprofit organization, or as an
eleemosynary association, and neither myself nor any other officer
has received any salary as compensation for our work,

Senator ConNaALLY. You may proceed, Mr. Hobart.

Mr. HosBarT. Mr. Chairman and gentlemen of the Finance Com-
mittee, I welcome this opportunity to present to this committee the
views of the American Veteians’ Association on the general question
of the prepayment of the so-called ‘‘soldiers’ bonus”, as well as
certain specific proposals which are before you concerning the method
of payment.
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The meuthiers of the committee may be able to place a proper
evaluation on the views of the American Veterans’ Associntion if you
are correctly informed concerning the organization itself. Qur
beliefs, are | believe, unique among veterans’ organizations.  All of
us are war veterans, and the majority have been and many of us
still are members of the American Legion. We were pround of that
membership and we wholehenrtedly joined in the early activities of
tho Legion in obtuining national recognition and assistance for the
war wounded and their dependents. We believed and we still be-
lieve the declaration in the preamble of the Legion constitution
which calls of “an inculeation of a sense of individual obligation to
the community, State, and Nation.”

1 am not revealing any knowledge exclusively my own when 1 say
that veterans’ organizations show a strong tendency to chango their
objectives as they grow older. Sacrifice gives way to selfishness;
higlh ideals are truiled in the dust; power is exerted for unworthy
ends.

In common with many other members of the Americen Legion,
those who are now members of the American Veterans Association
felt & growing sense of alarm and indignation at the manner in which
certain Legion officials were undertaking to speak for all the veterans,
particularly on the bonus question.

The American Veterans Associntion had its beginning in Chatta-
nooga, Tenn., and is incorporated under the laws of that Stato. It
was formally organized on November 11, 1932. Our creed is
astonishingly simple. We believe that true patriotisin cannot be
exercised for gain, that the veteran should first of all be a citizen,
willing to bear the responsibilities that go with citizenship, and that
neither he nor his family should be regarded as a class apart, entitled
to special benetits merely because he has worn his country’s uniform.

We believe that the Government should give primary, continuing,
and just consideration to those wounded in combat, those suffering
from injury or disease incurred, in fact, in line of duty, and the
dependents of those killed in action and of those who died of wounds,
injury or disease incurred, in fact, in line of duty. We believe that
all] other veterans and their families should have the same relationship
to their government that other American citizens have—no better
and no worse. “Justice to the war wounded, justice to the war dead,
justice to the American people,” succinctly expresses our code. It is
on these principles that we base our opposition to the prepayment of
the bonus in any form.

It is our hope that this is one veterans’ organization which will
never stray away from its ideals. To the extent of our ability we
have sought to protect the associntion’s integrity by providing that
any amendment which seeks to change or modify the purpose of the
organization automatically constitutes a dissolution of the organiza-
tion itself.  Only war veterans are eligible for membership; only war
veterans can vote or affect in any way the policies and actions of the
organization.

Much has been made in the past, and doubtless much will be made
in the future, of the contention that the approximately 10,000 veterans
who are members of the American Veterans Association represent but
one-fifth of 1 percent of the total veterans of the World War. This we
freely admit. But I submit that the argument has no more merit
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than the contention that the views of the House of Representatives
are alwavs superior to those of the Senate on the ground that the
lower house has & much larger membership.

Senator CLark. They represent the same number of people, though,
in that case; do they not?

Mr, Hosart. Yes, sir; that is perfectly correct.

1t is evident to everyone that just as we represent a minority of
organized veterans, so does every other veterans’ organization. The
entire number of veterans of the World War is less than three percent.
of the population of the United States—an insignificant minority of all
the citizens. The largest veterans’ organization does not elaim that
more than 25 percent of the veterans have seen fit to join it. Thus it
is clear than no veterans’ group is or ever will be more than a minority
of a minority.

The American Veterans Association believes that there are com-
pelling reasons why none of the bills which call for a prepayment of
the bonus should be enacted. These reasons are ethical, financial,
and political, and apply with almost equal force to ail of the pro-
posals. They are specific objections to various of the bills, but with
vour permission, I should like first of all to discuss all of the proposals
in general terms.

Those who would pay the honus now have niade many arguments
of a superficially compelling character on behalf of the needy and
unemployed veteran. It is our judgment that the payment of the
bonus now, or even making the remaining sums available to the
veterans, will be cruel and unfair to the class of veterans for whom
the Nation should have the greatest sympathy.

We know that in the administration of unemployment relief and
work relief, the nation, the States and the cities are committed to
the policy of granting relief on the basis of need. The unemployed
veteran who has resources in the form of an uncashed bonus certificate
will be under great pressure to obtain and use up his sole remaining
assets. He is virtually compelled to strip his family of its sole pro-
tection in the event of his death—the insurance feature of his bonus
certificate.

It has been everyone’s understanding from the beginning that the
only ones who can qualify for the Public Works jobs to be created by
the expenditure of $4,800,000,000 are those who are on relief—those
who do not have resources of their own. Any other principle strikes
at the heart of our national policy on relief. A most dangerous situa-
tion will be created, in my judgment, if relief authorities undertake
to discrimiinate by saying to the veteran: ““You can keep your assets
and obtain employment on public works”, while saying to the non-
veteran citizen: “You must prove vour nced and prove you are
without resources before you can obtain public works employment.”

But if all citizens are treated alike, as 1 believe is the intent of the
relief authorities, the passage of the bonus act will be most unfair in its
effect upon that group of veterans the country is most anxious to help.
And when the veteran understands this situation clearly, when he
realizes that he must continue in idleness and cannot qualify for
public-works employment until he has used up his bonus money, he
will not consider that the passage of a bonus bill is an act of friend-
ship on the part of his country.

130434 —35-———8
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No one can speak with certainty concerning the number of un-
employed veterans. We can be positive that unemployment is not
more prevalent among veterans than nonveterans. Concerning the
veteran who is not in need, there is striking evidence that the average
veteran occupies a more favorable economic status than the average
citizen.

Consider & moment the advertisement paid for and printed in the
March 1, 1934, issue of Printers Ink by the American Legion Monthly,
the official organ of the American Legion. In this advertisement the
Legion contends with pride, after 4 years of America’s most devastat-
ing depression:

Legionnaires earn double the average income.

Legionnaires have proved they are insurance minded—94 percent of them are
{r.\lsurvd for an average amount of $12,050, and 84 percent of them own automo-
hlles.

Senator CoNNALLY. Is that just Legion members, or all members?

Mr. Hosart. This advertisement refers to all Legion members.

Senator CLark. Thatis apart from a very large number of veterans
who, by reason of the economic situation which exists, have not been
able to pay their dues to the American Legion, or the Veterans of
Foreign War or any other organization?

Mr. Hosart. Yes, and I may say with equal force there is an
equally large number who have not felt constrained to join an organi-
zation for reasons of their own.

The CHaIRMAN. You may proceed.

Mr. Hosart. When we couple these facts with the frequent asser-
tion of the Legion that it is truly representative of the World War,
veterans—not a hand-solected, upper-crust &f regation—we can find
not a trace of merit in the demand which wou (% give to thus pravileged
economic class at this time new benefits at the expenses of citizens
who earn only half as much.

I think we should give heed to the consideration of this problem to
another group of citizens, 94 percent of whom are not insured for an
average of $12,050, and 84 percent of whom do not own automobiles.
I refer, of course, to the more than 22,000,000 of our fellow citizens
who today have only a Government-relief job or a dole between them
and starvation.

It is the belief of the American Veterans’ Association that the obli-
gation of the Government toward these unfortunate people is para-
mount, and that no moral justification can be offered for the disburse-
ment of extra billions of dollars admittedly not on any basis of need.
We believe that any impairment whatever of the national credit to
meet the veteran demands strikes at the future security of all those
whom we know the Government must continue to assist for an in-
definite period of time.

These are the rensons why we do not hesitate to say that the pre-
payment of the bonus, despite the good intentions of some of its
proponents, constitutes a triply compounded injustice. It is unfaiy
to the American citizen who must pay the bill; 1t is unfair and crel
to the veterun we are most anxious to help; it is grossly unfair te all
those who are on relief,

Just 3 weeks before the formal organization of the American Veter-
ans Association, IFranklin D. Roosevelt, speaking in Pittsburgh,
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clearly and courageously set forth his views on the financial aspects of
the prepayment of the bonus. He said:

I do not see how, as a matter of practica! busincss sense, a government running
behind $2,000,000,000 annually, can consider the anticipation of bonus payment
until it has a balanced budget, not only on paper, but with a surplus of cash in the
Treasury.

Since that time, President Roosevelt has on 2 number of occasions
expressed additional and even more determined views in his opposition
to the payment of the bonus at this time. The American Veterans
Association believes that public opinion, including a large percentage
of veterans, upholds and approves these statements by the President.
There is just as great an opportunity to consider practical business
gense now as when Mr. Roosevelt first used the phrase. The members
of the committee know even with preater certainty than I do how far
the Government budget is from being balanced, what additions have
been made to the national debt, and what will be the extra burden in
the way of immediate or deferred taxes to defray the extra cost of
immediate bonus-payment.

If it is true that without any hazard of any kind additional sums of
money can now be produced for the benefit of veterans, with all sin-
cerity I would like to suggest to the committee that the most humane
use that can be made of this money is to use it to increase the $30 per
month pittance now being paid to the widows of the veterans who lost
their lives as the direct result of war service. Here is a cause worthy
of generosity, if generosity is within your power. Here is a chance to
gain the approval of the American public and the applause of every
patriotic veteran.

The argument has frequently been advanced that the bonus should
be paid now on the ground that the Government is already making
large expenditures, and that while so many people are in receipt of
Government funds in one form or another it is only fair that the
veteran should receive his share. In my judgment, the fact that the
Government has already spent and contemplates the expenditure of
additional large sums offers the most comémlling reason why & new
financial obligation should not be assumed.

1t is precisely as if it were urged that a patient who is desperately
ill with typhoid fever might as well contract pneumonia at the same
time, since it is quite likely that he will get it sooner or later. Com-
mon sense would urge that if these two diseases can be combated at
different times, the patient will have a much better chance. We
believe that precisely the same reasoning applies to the problem of
national credit.

Touching further upon the Nation’s credit, I should like to quote the
words of an American on this point.

As a very important source of strength and security,

he said,

cherish public credit. One method of preserving it is, to use it as sparingly as
possible avoiding * * * the accumulation of debt * and not
ungenerously throwing upon posterity the burden which we ourselves ought to
bear. The execution of these maxims belongs to your Representatives, but it is
necessary that public opinion should cooperate. To facilitate to them the per-
formance of their duty it is essential that you should practically bear in mind
that towards the payment of debts there must be revenue—-that to have revenue
there must be taxes—that no taxes can be devised which are not more or less
inconvenient or unpleasant.”
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1 have quoted this paragraph from the Farewell Address of George
W.aisl_lington. We believe that it is as true today as it was when he
sald it.

1 should like now to comment on specific bonus-payment measures
before you for consideration, particulurly the Patman bill, the
Vinson bill which is favored by the Legion, and the bill introduced by
Senator Harrison.

All the inequities of which I have previously spoken apply directly
to both the Patman and the Vinson bills, and each one Eus uniquely
objectionable features. Both bills undertake to *‘forgive”, in vary-
ing amounts, interest which has accumulated on the Portion of the
bonus certificates already borrowed by the veteran. The American
Veterans’ Association regards as childish any concept that this
interest can he ‘“forgiven’', as if an act of Congress can cause the
interest charges to evaporate into thin air. To remit the interest
charges on the veterans’ loans is only to pile them on the public
instead. This is just as true of loans on insurance policies and bonus
certificates as it s of interest on the public debt. It should clearly
be the part of everyone’s knowledge that no individual, group, or
nation can borrow money without meeting the interest charges.
There is no reason that we cun discern why a veterun should not
accept the financial consequences of his own act in borrowing on his
insurance. Kvery farmer, cvery home owner, every. organization,
and every business that has borrowed money from the Government
has paid interest; there is not even the shadow of a reason why the
veteran should expect free loans from his fellow citizens.

So many warnings have been sounded by so many competent
American citizens against the Patman nieasure to prepay the bonus
with printing-press money that perhaps nothing new can be added to
these statements. The American Veterans’ Association believes
that any proponent of this bill is either careless or callous, unwilling
or unable to mark the tragic fate of those peoples who have been
forced to adopt such measures as Congressman Patman would have
us deliberately embrace. It is unthinkable that this Nation should
with open eyes add the hazard of money inflation to those other
perplexing and dangerous problems of our people. The disinclination
of the chairman to support this bill, as is shown by the introduction
of his own measure, is reassuring, and for this, the American Veterans’
Association extends its appreciation.

The Vinson bill, which has the approval of the American Legion,
clearly has as its basic coneept the conviction that veterans are not
primarily citizens, or that they are supercitizens, and that the respon-
sibilities of American citizenship need not be assumed by them. It
says in effect that veterans do not care how the money is obtained,
and that taxes and national credit are meaningless words to the
veterans,

On the theory that might makes right, and that force in the form
of organized numbers can be a substitute for ethics, it seeks to exact
tribute just as surely as it was ever exacted from any conquered
people by a superior military force. I am convinced that if any
veteran will for one monent think of himself as first of all a citizen of
the United States, in that moment he will realize that he has confused
patriotism with greed. The passage of the Vinson bill would make a
hideous mockery of the Legion’s boast that its primary concern has
always been for the disabled veteran.
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I should like now to address myself to the so-called *‘compromise
measure” introduced by Senator Harrison, It demonstrates, in my
judgment, the absolute impossibility of yielding even partinlly to the
tl-constdered dentands of the veterans without setting into action a
whole new ehain of injustices and inequities.  We wili grant that this
measure is @ fair-inded effort to *“settle ™ the bonvus question, but
in our opinion it promises to he mutually disagreeable to the veterans
and the public.

The American Veterans' Association believes that there is no device
by which Congress can pump extra value into the bonus certificates
without shifting every cent of this tribute to the backs of the public.
The really needy veteran who has already borrowed on his certiticate,
who has been led into the belief that the fuce value of the debt due
in 1945 should be his now, will be stimulated to new and vengeful
aetivity by the passage of this bill.  He will be justifiably embittered
if hie discovers, as he very probably wiil, that the availubility of even
# partial sum of his bonus will debar him for a time fromt public-works
emiplovment. At the sume time, the proposal of Senator Harrison
piles onie bonus on top of another for the veteran who can afford to hold
his certifieate until 1045, It makes him an additional grant of $113
on cach $1,000 bonus—unasked for and unsought.

In our judgment but one conclusion can be drawn from the recep-
tion which has greeted the proposal: you cannot **compromise ™ just
and ethical principles.  We believe that the term “*compromise ™ is n
misnomer—that the proposal is nothing less than an abject and eraven
surrender, and will be so regarded by cveryone.

It is not probable that either the members of this commiittee or the
American Veterans' Association share any illusions concerning the
etfectiveness or meaning of the ““decluration of policy ” aguinst future
pensions to World War veterans, Some of us reniember the time
when the young lLegion scorned any suggestion that the veterans
should seek a Federal bonus of any kind; the passing years and the
invention of the phrase “adjusted compensation” made the pro-
cedure more palatable. 1 you have any desire to test the value of &
“declaration of policy it may be of interest to note that the Ainerican
Legion has already formally gone on record against pensions. At
the fourth annual convention of the Legion in 1922, the organization
unanimously declared:

The American Legion stands foursquare in favor of adjusted compensation and
against a pension.  What is sought by the American Legion is that the entire
Nation shall meet its obligations to the service men by the constructive legisla-
tion proposed, and not by the ercation of a pensiun system.

Despite this, it is a matter of cominon knowledge that there has
already been introduced in the House of Representatives at the
request of the American Legion, the Rankin bill to provide pensions
for a certain class of World War beneficiaries,

We submit that if it is the purpose of this Congress to discourage
future demands for service pensions, the way to discourage them is to
refuse point-blank to pass any kind of bonus prepayment legislution
at this or any other session of Congress.  The veteran has not been
out of the service so long that he will not recognize whether he is
meeting genuine resistance or whether the line is crumbling and aretreat
1s under way. If any fact has ever been demonstrated in American
history it is that the willingness of the veteran to ask for favors cannot
be equaled by the capacity of the country to give.
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In all these demands and accessions, the American Veterans’
Associntion sees a grave danger in the future, When the time comes
that the citizens feel the full effects of new and heavier taxes, larger
debts or inflation, it will only be human for them to try to place the
responsibility for their plight

The veteran is likely to be the most conspicuous target. The mass
anger of the public is rarely discriminating in its desire for a vietim
orinits cry for economy. We foresee the grave responsiblity that the
innocent sufferers who will be those veterans who were disabled in
action, and the dependents of those who lost their lives as the direct
result of war service. Nothing could be more tragic than this, that
the able-bodied veteran who lost nothing in the war should try by his
inconsiderate demands to bring about a situation which would make
life even more unbearable for those who should be the Nation’s first
re: ponsibility.

We believe that those who may be primarily considering the ques-
tion of bonus legislation from a poli ticu? standpoint are overestimating
the capacity for loyalty and gratitude of those it is desired to placate.
We bei)ieve that at the same time they are underestimating the deter-
mination and fervor of that share of the public which is now aroused
in opposition to such action.

The Harrison bill, with its declaration of policy against pension
legislation, 1 our judgment, can only serve to incite the already mis-
guided veteran. If he is convinced that he has not received all that
he should in the way of a bonus, and if there is any inclination on his

art to seek a pension, he wlil be under a strong compulsion to defeat
or reelection all those who have bound themselves by this declara-
tion. Other candidates who are not committed against pension legis-
latior will naturally be favored by such veterans.

Senator Pat Harrison has characterized the bonus problem as
‘““troublesome’” and ‘‘vexatious.” In my judgment it is troublesome
and vexatious in the sume way that the Tripoli pirates were when they
exacted tribute from American citizens. To our shame it must be
said that America paid for a time, and then our citizens asserted their
moral judgment by rallying to the cry ‘‘Millions for defense, not one
cent for tribute.”

We believe that a similar American judgment on the question of
continuing to pay tribute to the veteran is rapidly being formed.
There has lately been witnessed in this country a rising demand to
“take the profits out of war.” The American Veterans Association
believes an equivalent and just as forceful demand is taking from to
“take the profits out of patriotism.”

Thousands of letters have come to us, from citizens in all walks of
life—workers, farmers, business men, professional men and women,
veterans and nonveterans. These citizens have united in commenda-
tion of our stund in opposition to bonus prepayment, and in their
communiactions there are evidences of determination and courage
to enlist in the ficht of the American Veterans Association to keep
some honor in the term * veteran.”

The whole bonus problem arises and brings sharply to the fore some
very simple and forceful questions:

Is the veteran first of all a veteran or is he first of all a citizen?

Is this a government of the veterans, by the veterans, and for the
veterans?
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Are the selfish demands of a portion of 3 percent of our people to
take precedent over the rights of the remaining 97 percent?

The members of the American Veterans Association are first of all
citizens. As citizens we ask that you defeat this class legislation and
ask that you reject every kind of a bill providing for the prepayment
of the bonus. As veterans of the war, we ask that you help us to
remind all veterans of those principles of patriotism and the ideals of
citizenship which they once leld.

If you agree that it is desirable at all times in the United States to
further the tenets of good citizenship, I ask the members of the com-
mittee to reflect the several million veterans and many million more
Americans may be guided aright in their concept of what constitutes
good citizenship by your actions on these bonus bills.

1 submit that, important as the veterans may be, all of us are
something else first. We are American citizens before we are veterans,

Can you, as American citizens, in the full knowledge that 22,000,000
of your fellow citizens are completely dependent upon some kind of
public relief, and when the widow of a veteran killed in action is en-
titled to compensation of only $30 a month, justify the payment of
over $2,000,000,000 to 3 percent of the population of the country, with-
out regard to need or disability.

Senator Crark. Does your organization have any support other
than dues paid by your members?

Mr. HoBaRrT. Yes, it does.

Senator CLark. What are they? .

Mr. HoBarr. It is supported through dues and other contributions
of veterans., Most of tge veteran contributions have been in the
form of donating the proceeds of the loans on bonuses which they felt
they were not entitled to or did not need.

Senator CrLark. They did take the loan value of the certificates in
many cases and turned them over to your organization?

Mr. HoBarT. Yes, in the sum of about 200,

Senator Crark. Do you accept contributions from anybody other
than veterans?

Mr. HoBarT. We would, under certain reservations.

Senator CLark. What proportion of your revenue is derived by
dues paid by your members, and what proportion is in contributions?

Mr. HosaxrT. 1 do not have the exact figure, but I should say last
year probably 20 percent from donations and 80 percent from dues.

Senator CLark. Could you secure that information for us and in-
clude it in the record?

Mr. HoBart. I would be glad to.

Senator CLark. Has your organization ever sponsored or secured
the introduction of any measure for compensation or increased com-
pensation to widows of men who were killed in the service or died as
the direct result of service?

Mr. HoBart. We have just recently given our approval to the
Edith Nourse Rogers bill which is intended for that purpose.

Senator CLARK. When was that?

Mr. HoBarr. A matter of 2 or 3 weeks ago at a meeting of the
executive committee.

Senator La FoLLerTE. I8 that the only bill for widows of veterans
who died in action, or disabled veterans your organization has ever
supported?
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Mr. Hosanr. I will have to qualify that information in this way,
that it happens to be the only specific bill. 1 have personally been
working for a niatter of 7 or 8 months on a complete study of a bill
which we hope to have in some kind of shape in the next 2 or 3 nionths,

Senator La Fouuerre. How long has your organization been in
existence?

Mpr, Hosarr. Since the end of 1932,

Senator LA Fornerre, Was your organization in favor of the
Connally Act?

Mr. [loBrrr., Yes, with certain reservations, we were,

Senator CoNNaLLY. lHow many members has your organization?

Mr. Hosarr, About 10,000,

S(‘nu{ul‘ CoxnaLry. Are they scattered over the country pretty

eneralby?
g Mr. [loBart. Pretty generally, but we lLave only 60 orgunized
chapters,

Senator C'uark. This question of the compensation hill for widows
was raised in the House hearings, was it not, on the bonus bill; that
is, the question as to whether you would support that widows bill
was raised in the House?

Mr. HoBawt. That is right,

Senator CLark. At that time you had never introduced or spon-
sored any bill of that sort, and it was since the question was raised in
the House hearings that vour executive committeo has taken action
to support the Rogers bill?

Mr. HosanrT. No, that is not correct.

Senator Crark. Will you just state what the facts are,

Mr. Hosanr. At our convention in Washington, I think in Febru-
ary 1933, a resolution was passed which was quite similar to that of
Mrs. Rogers’ bill, except that the amounts were different. OQOurs
called for $60 as aguinst $75 in Mrs. Rogers’ bill. Copies of that
resolution were sent to all Cabinet officers, and all Members of hoth
Houses of Congress, and there was no action until Mrs. Rogers intro-
duced her bill, to initinte such legislation.

Senator Crark. Have you ever taken any further steps toward
procuring the introduction of such a bill in the nearly 2 years which
elapsed since that resolution was passed?

Mr. Hosarr. You will have to remember that until July——

Senator CLark. Just answer the question and then make any state-
ment you please, but did you take any other steps?

Mr. Hosarr. We initinted the study I have referred to some 7 or
8 months ago,

Senator CLark. Then following the House hearing you did endorse
the Rogers bill?

Mr. Hosarr. That is correct.

Senator Barkrry. What was the occasion for the organization of
your association?

Mr, Hosanr. It was wholly spontaneous. If I could have just &
moment to_explain, I think this has never been fully explained
before, and I would like to make an explanation,

This is the explanation, and it also explains my interest in the
organization as well.
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It so happens I was a memberyof the Leonard Marange Post of the
American Legion of New York, Which Lad been in violent disagree-
ment with the national organizgtion, which had reached the point
of indignation where the questigh was raised as to whether the post
would stay in it or get out of it. This was at the time the matter of the
bonus was being considered by the national American Legion,

A special committee was set up within the post of which I was a
member to survey the situation and recommend to the post whether
it stay in or withdraw,

Almost simultaneously with the appointment of that committee
there was an announcement in the press that the veterans of Chat-
tanooga, Tenn., apparently held the same views we did.  We inquired
whether we could send down a man te sit in with their meetings, which
privilege was granted, and Mr. James J. Bevin, a member of the same
comniittee of which I was a member, went to Chattanooga and spent 2
or 3 days there.

He found that not only did the men appear to be earnest in their
belief, but they were honest and decent people, and we found that
thousands of letters had come in fromn all over the country inquiring
about the organization. So he returned to Bronxville, and at the
next meeting of that Legion post a report was made recommending
that they endorse many worth-while things being done by the Legion
post referred to. There was a desire to remain within the organiza-
tion of the American Legion, but we felt there were limitations which
we term ‘“‘gag rules” which did not permit us to submit any opposi-
tion to the national Legion policy.

So, at the adjournment of the Legion meeting a group meeting

was convened, and the second chapter of the Amertcan Veterans’
Association was formed that evening.
" Since that time and until last summer, with the exception of 2 or
3 clerks in our office in New York, and 1 part-time clerk in Chat-
tanooga, all of the work of this association has been done wholly
voluntarily, and much of it at a sacrifice to business and home life.

It got to be too much for the voluntary group to handle and last
summer it was arranged to pay the commander a salary, and he has
been receiving a salary, and I have been receiving a salary myself
since that time. Does that answer your question?

Senator BarkLEY. 1t does in a way, but what I was trying to find
out was whether it was essentially a nonbonus organization in its
origin.

Mr. Hosanrr, I think it was combined against the problems of
bonus and against the disability service which you know then were
on the pension rules.

Senator BArRkLEY. What business have you been in?

Mr. Hosarr. This is my business since December.

Senator BArkLrY. What business had you been in before that?

Mr. Hosart. I have been in the lumber business, in the woods, in
the construction business, and insurance business.

Senator CLARK. What was your business at the time this organiza-
tion was formed?

Mr. HoBART. 1 was in the insurance business.

Senator ConnaLLy. Was this organization created shortly after
the bonus march in 1932, or did that have anything to do with it?
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Mr. Hosart. I suspeet it did, but I am a little confused what was
the date of the bonus march.

Senator ConNaLLy. It was in the summer of 1932, was it not?

Mr. Hogarr. I suspect it did have something to do with it.

Mr. Patrman. Mr. Chairman, I would like to ask a question, if I
may.

The CuamMan. Congressman Patman would like to ask a question
or two. You may be permitted to do so.

Mr. Parsan, You were the representative of the Liberty Mutual
Insurance Co., were you not, at the time of this organization?

Mr. HosarT. Yes; that is right.

- Mr.)PATMAN. The first chapter was organized in Chattanooga,
enn,?

Mr. Hosart. That is all right.

Mr. Parman. The man who got up that organization was also
representing the Liberty Mutual; was Ee not?

Mr. Hosart. I think he was handling some claim cases there, but
he was a general practitioner of law.

Mr. PatmaN. He became the first president of it?

Mr. Hosarr. That is right.

Mr. ParmaN. And you became organizer for the New York chapter?

Mr. Hosart. Not quite, but for the first chapter in Bronxville,

Mr. Patman. In other words, the Liberty Mutual representatives
were looking after the national organization and also the organization
of New York?

Mr. Hosart. Would you please repeat that?

Mr. ParmaN. The Liﬁerty Mutual representatives were looking
after the national organization at Chattanooga and the State organi-
zation in New York?

Mr. HoBart. No; that is not so. Mr. Silas Williams practices law
in Chattanooga, Tenn., and I learned some 3 months after I had met
Mr. Williams that he handled an occasional case there, since we had
no legal department in Chattanooga. It was the same as if you
handled a case for the Maryland Casualty Co. in the District of
Columbia. He was not an officer or employee officially of the Liberty
Mutual, nor did the Liberty Mutual ever have or ever expect to have
any connection whatever with this organization.

Mr. Patman. It is just a coincidence that the national organization
was represented by a representative of the Liberty Mutual, and just a
coincidence that your New York representative was a representative
of the Liberty Mutual?

Mr. Hopart. Nothing more, nothing less.

Mr. Parman. Nothing more and nothing less; and you are going
hack to the Liberty Mutual?

Mr. Hosart. No; I burned my bridges behind me when I resigned.

Mr. Parman. New York is where you expect to do your principal
business?

Mr. Hosanrr. Not necessarily.

Mr. Pamyan. Most of your members are in New York City.

Mr. HoBart. So far the largest chapter isin New York City.

Mr. Patman. How many members do you have outside of New
York State?

Mr. Hosarr. I could not tell you.
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The CHairman. Is there anything further?

Mr. Hosart. I have nothing further, Mr. Chairman, and I thank
you for the privilege of appearing before you.

The CrairMaN, Thank you, Mr. Hobart.

Mr. Lovenbein, will you please come forward, and we will hear you.

STATEMENT OF S. LOVENBEIN, REPRESENTING THE VETERANS
VOTERS’ LEAGUE, AND RANK AND FILE VETERANS ASSOCIA-
TION

The CHairMAN. You represent the Veterans Voters’ League, and
I believe you say the rank and file of the association?

Mr. LovenBEIN. Yes, the Veterans Voters’ League, and the rank
and file; yes, sir.

Senator BArkLEY. That is a nonprofit organization?

Mr. LovensriN. Yes; that is correct.

Senator Couzens, Where are your headquarters?

Mr. LovenseiN. The headquarters are in New York.

The CHaIRMAN. Are you the head of it?

Mr. Lovensein, No; Lieutenant Colonel Hobson is head of it.
It was formed in New York in LaGuardia’s campaign, and had
150,000 fighting members, and in Chicago we also have an organiza-
tion as well as in almost every Congressional District of Illinois, and
in some other States.

Senator BARkLEY. What Lieutenant Colonel Hobson is that?

Mr. LovenBeiN, That is the one that sunk the Merrimac.

Senator CLARK. He is an admiral, he never was a lieutenant
colonel.

Senator BARKLEY. Your organizations are more rank than file, are
they not?

Mr. LovenseIN. Well, I don't know. .

Senator BARKLEY. Admiral Hobson is a retired admiral on pay of
$4,500 per year.

Mr. Eovmunsm. He is not only here advocating the bonus; we are
looking after every means we can to get rid of this depression, and
so, while we ask to see a bill passed similar to the Patman bill, and
then of course having a bill introduced by Senator Harrison, we
think some of the features of that bill might he added to the Patman
bill, because I do not expect the Patman bill is going to go sailing
through the Senate. We are going to beat them over ere in the
Senate, although we think in the House they might turn them down.

Senator ConnaLLy. Have you a copy of your bylaws and regula-
tions with you?

Mx;l LovensgiN. No; I am the bylaws—you can put that in the
record.

Senator BARKLEY. Are you the constitution, also?

Senator ConNaLLy. How do you spell the bylaws?

Mr. LovenseIN. Never mind, gentlemen, I am going to get a few
words in here, anyway.

Senator BArgLEY. How many members are there in your or-
ganization?

Mr. Loveneemy, I thought I had explained we have 150,000
members in New York, during LaGuardia’s campaign.
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Senator BarkLEY. Did they all vote for LaGuardia?

Mr. LovenBEIN. Yes; they had to vote for him, because that was
a part of it,

Senator BArxLey. That is what you mean by the Voters' League?

Mr. LovenszIN. We adopted & mandate, and the Voters’ League
as a whole was asked to go out and fight for it.

Senator Couzens. Are you organized in Michigan?

Mr, LoveneIN., Yes; and let me tell you this, that we had an
organization, and Mr, Howell was with us, and he arrived in Chicago
while we were having a meeting there, and during the American Legion
convention we had a mass meeting, and at that convention the men
took the stand it was against the bonus.

The CuairmaN. You may proceed with your statement, Mr,
Lovenbein,

Mr. LovenseIN, T want to tell you the Voters’ League is func-
tioning now, and we only began during a campaign during which
LaGuardia was running. We are really interested in seeing a bill
passed in the Senate so that we can get it through the House, because
if the bill reaches there and you have put too much in it, it will never
get out of there, the conference committee will not get it out.

Senator ConNaLLy. What will not get to the House?

Mr. LovenBEIN. Any bill that is too mixed up from the Patman
bill. You might send the Vinson bill over there and it will not get
through. You might try to get the Harrison bill through, but it
will never get through the House.

Here ure some of the things we might adopt in the Harrison bill and
T think it will get through the Senate, if it could be added to the
Patman bill. We are opposed to pensions, and that should go in,
but I do not think that will stand only this one session, because there
will be another session, and you might get a constitutional amendment,
and then you could get it through,

If we do not get inflation 1 do not think the American people will
stand forit. I will tell you what Iintend to do. I represent a pretty
good group, and I am going to ask at a meeting being held in the city
of Detroit starting Wednesday—Father Coughlin is at the head of it,
and I am going to ask him to speak for veterans on inflation. That
word “inflation’ is what w = are going to use.

The CHairMAN, Have y( -« taken it up with him?

Mr. LovenseiN. I have corresponded with him two or three
times, and spoke to him 3 years ago at the Democratic convention in
Chicago, and I am very stron E.g)r that. I am more interested in
that then in the bonus, and I think the soldiers throughout the
United States are more in favor of that than in favor of the bonus,

The Cuairman. In other words, you are more in favor of the infla-
tion idea in the bill than you are interested in the bonus?

Mr. LovenseIN. Yes; and I am going to use all of the phrases I
can. Patman knows more than I do, but he has got a nice way of
covering them up, and I cannot do it, but I am going to use sall of these
phrases I can.

The CHAIRMAN. Suppose you go ahead and tell us what you want.

Mr. LovexBEeIN. 1 l}:ad to appesar one time in front of the Ways and
Means Committee, and I came there as the representative of the
rank and file of veterans. At that time I ran a neswpaper here in
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Weshington, and it was not an imaginary newspaper, because we had
150,000 paid subscribers.

Senator BarkLey. What was that paper?

Mr, LovensriN, It was called the “Soldiers Serviee and Marine.”
It was printed in 1919, und I originated the bonus with that particular
paper. 1 started a campaign in the House, going around to hull n
dozen Congressmen with bills to introduce in the House and in the
Senate. 1t was hard to {ind anyone in the Senate to introduce the
bonus bill, but eventually we got Senator Groner, who was living at
that titoe, to introduce the bill,  Of course, other Senators wanted
some other bill, like the Mott bill for homes, farms, and such, but
finully we got it started, and the then Legion came out for it, but it
was a whole year's work hefore any of them took it up.
~ There are two things 1 want used in the Harrison bill, if you can
wot them in, and if it passes it is all right.  The Legion has already
gonte on record oppozed to it.

If you gentlemen have inflation in there we will fight the bill and
you will get more telegrams than you did on the World Court, or
any other hill, and 1 am talking on the Vinson bill.

Senator CoNNALLY. You mean if we should pass the Vinson bill
through both Houses of Congress you would do what?

Mr. LovexseiN. We will ask the President to veto it, and T will
ask cvery veteran I can get in contact with to oppose it. .

Senator CLark. The chances are you will exceed your wishes, too.

Mr. LovenBeIN. If we get that it will prolong the depression
another 4 vears, and what I ask is the only thing for depression, which
is inflation, and if you do not get it now, we have got to get it some
way or other.

Senator CoNNALLY. Suppose we issued 4 billions of new money
and paid off this public works, would that suit you, as you say you
do not want the bonus?

Mr. LovenBeIN. You will not do that, so why talk about it?

Senator CoNNaLLY. 1 want to get your idea.

Mr. LovenseIN., You have already got a chance with the silver bill
coming up, and you can go there with that.

Senator BArkLey. If we passed the Patman bill and issued 21
million dollars new currency, and withdrew that much already in
circulation, would that suit you?

Mr. Lovensein, They are not going to do that. It is all right to
talk about it, but it is not going to happen. We need the money in
circulation to keep.going.

I did not expect 1 was going to take up so much time, but there are
things we ought to bring out and settle here. If this committee gets
through here and goes 1nto executive session, you will not have any
advice here, because you have only heard a lot of patriotic talk, which
you have heard for the last 10 or 12 years. I don’t know what the
thesis will be tomorrow, but I know they will not be for the Patman
bill or the Harrison bill, and if they do not get what they want they
arle not satisfied with anything except what they can get for them-
sclves.

I feel we should settle it right here out in the open, in front of the
committee.

The CaammaN, Maybe we can settle it this afternoon.
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Mr. LovensrIN, You should get one of the representatives of the
}mg{(m on the stand and make them agreo to something, then we can
e done.

Senator Barkuey., What are the two things you would like to have
now in the Harrison bill?

Mr. Lovenpein. T will be willing to go back to the dey of my
discharge and maybe you will allow me 2 years of interest, but in
the Harrison bill we want only the inflation, not all of it. Then, of
course, the pension for the next generation, that is all there, put that
in, that won't amount to anything, but put it in.

I might as well close my testimony here,

The Cuaieman. Thank you, Mr. Lovenbein.

The committee will recess until 10 o’clock tomorrow morning.

(Thereupon, at 3:35 p. m., the committee recessed until 10 a. m.,
Tuesday, Apr. 23, 1935.)
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TUESDAY, APRIL 23, 1933

UNITED STATES SENATE,
CoMM1TTEE ON FINANCE,
Washington, D. C.

The committee met, pursuant to adjournment, at 10 a. m., in the
Finance Committee room, Senate Office Building, Senator Pat Harri-
son (chairman) presiding.

Present: Senators Harrison (chairman), King, Walsh, Connally,
Gore, Costigan, Bailey, Clark, Byrd, Lonergan, Black, Gerry, Guffey,
Couzens, Keyes, La Follette, Capper.

The CHairmAN. The committee will be in order.

Mr. John Thomas Taylor.

STATEMENT OF JOHN THOMAS TAYLOR, LEGISLATIVE COUNSEL,
THE AMERICAN LEGION, WASHINGTON, D. C.

The CuairmaN. You may proceed, Mr. Taylor.

Mr. Tayror. Mr. Chairman and gentlemen, it is a pleasure for me
once again to come before this Finance Committee which has over
the many years considered this very implicate question of the pay-
ment of adjusted-compensation certificates, and I want at this time
to express our appreciation for the opportunity accorded us today.

You have a number of bills before your committee dealing with
this question, and for the record I would like to have set down the
long and continued effort of the American Legion devoted to this
legislation.

In 1919, a number of bills had been introduced in the House
calling for the payment of what at that time they called a *bonus.”
That, grew out of the fact that 2 number of States thronghout. the
West had initiated so-called “ bonus legislation.” At that time Sec-
retary Lane, who was Secretary of the Department of the Interior,
was attempting to bring into effect & program which he had in mind
for the veterans returning from overseas, and the veterans on this
side too, to take up land settlement along the same general
idea that had followed our previous wars, and just after the armis-
tice the Secretary of the Interior had circulated post cards through-
out the Army on this side and the Army on the other side, with the
result that there were several million posteards whieh had come
back indicating that men, the returning veterans, would be interested
in taking up land.

At that time Secretary Lane sent for me to discuss this matter
to see whether this newly created veterans’ organization would be

91
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intevested in having the veterans go out opto the lands in the far
West. Also, at that time the vocational training for partialty dis-
abled men bad gotten under way.

We were interesterd of course’in the education for the young nien,
particularly the men who had been attending the universities
whose education bad been suddenly stoppwl bv thmr entrance into
the war—we were particularly intevested in “seeing that they be
given the chanee to go back to school,

So. with those (wo ])l()|)14‘lll~. the prepositions confronting us, we
asked that the matter be detayed at least until the first um\onlum
of the Nmeriean Legion to be el at Minneapolis on November
1919, That conveution adopted a resolution setting forth that lln\
newly ereated veterans’ organization would leave the entire matter
with confidence to (/(m-'lms.

As o result of th.lt, upon our return here to Washington, the
Chairnmn of the Ways and Means Committee requested the Ameri-
can Legion to draw up a bill, which we did. It called for lund
settlement. following Secretary Lane’s idea. It called for home aid,
to - st returning “voterans 1o establish themselves in their own
“ome communities, It eatled for educational advantages for the
men whose education had been disrupted, and it called for a cash
honus.

That was called the * four-point plan” Tt was presented by the
Lo;zum-—e\tonslw hearings were held on it in 1920 and 1921.

The ( uatRMaN. What was the cash bonus at that time?

Mr. Tayror. $30 a month,

The CamesraN. What was the aggregate amount?

Mr, Tayror. No aggregate, It was just $30 a month for every
month of service.

The CuairMAN. The one that was in service for the full term,
what would he receive ¢

Mr, Tayror. Some of them ran up as high as 30 months,

The CHAIRMAN. The average was what

My, TavLor. Around about 14 months.

The CramrmaN. It would be somewhere around $400¢

Mr, Tayror. Just about, At that time the argument was advanced
that this legislation could not be enacted into law due to the fact
that it would depreciate the price of Liberty bonds 15 percent, they
snid. The following year it was opposed by the then ndmlmstr'ltlon
upon the ground that it would cause an increase in taxes.

Finally, ‘the committee reported out a bill after extensive hear.
ings and included in it what subsequently became the insurance pro-
vision, and at that time, sitting in the Ways and Means Committee
raom in executive session, we sll(vge\tod that in order to encournge
the men to take one of these other four options, that they be in-
erensed—or sweetened was the language T used—Dbv 40 percent, and
that was included in the bill that was reported. That bill was
passed by the House and ecame over to the Sinate and was pasced
there and was vetoed. The following vear another bill was intro-
dueed and the thing dragged on throngh 1922 and 1928 until finally
in 1924 all of the other options were deleted from the hill. and
there was left nothing except that insurance provision.

And T sav again, srttmw in executive session of the Ways and
Means Commitfee around the table tnlkmw about the thing. it was
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myself who suggested that since this 40 percent had been included
in the previous provision and the previous bills to * sweeten ” it as it
was then said, that 25 percent be included in the bill then under
consideration, " That is how that 25 percent was put in the bill.

1t was not put in because it was not going to be paid until 1945,
it was not put in becanse of the lapse of 7 years. It was put in
because we had put it in the original legislation at 40 percent,

So, on May 19, 1924, over the veto of the President, the adjusted-
compensation bill was passed. Tt has been discussed here what it
provided for. The average is a $1,000 certificute.

In 1921 and 1922 we had a sort of a depression. From 1924 on,
the men who might have taken up home aid, the men who might
have taken up other aid, the men who might have gone back to the
colleges, had all settled themselves in the ordinary routine of life,
and at that time the adjusted-service certificate in the form of an
insurance policy appeared to the Congress to be the best thing
that could be done, because they had in mind this: I think, that
the average age of the man at that time, with little opportunity
to nccumulate anything, particularly with a family, at some future
date there would be something on hand for him. That is why the
adjusted-service certificate with the insurance feature was brought
into existence. There was no mecessity for any changes in that
taw until the depression came along. The borrowing capacity of
the certificate, of course, was limited, because in the original legis-
lation $112,000,000 was provided to accumulate earning interest, so
that at the expiration of 20 vears sufficient money would be on
hand to pay off all of the certificates.

An error was made, I think, in the printing on the face of the
certificate of the full amount that the man would get at the expira-
tion of the 20 ycars, and yet I suppose that was necessary because
the certificate also provided payment in case of death, and so they
could not put in simply the amount of the adjusted-service credit
increased by 25 percent. They had to put on the certificate the
amount which would be due in case the certificate matured by reason
of death, the amount that would come to the beneficiaries. But in
doing that there is no question but that every veteran throughout
the country had the impression when he received his certificate that
the amount that the Government admitted that it owed him was
the amount on the face of the certificate.  And over the vears, of
course, with no information to the contrary, that impression has
grown in the minds of the veterans.

The horrswing capacity, of course, did not start for 2 years. The
entire a.justed-service credit was not deposited to purchase this in-
surance because only $112,000,000 was appropriated each year, and
after the second year when it became possible to borrow any money,
how much out of that $224,000,000 had actually gone in as the
premium or part of the premium to pay for the ultimate cost of the
insurance {

So that the borrowing capacity after 2 years was very, very small.
I do not think there was very much borrowing for a long period of
time, until along came the depression, and with the veterans out of
work and veterans being of that age that they lost their employment
perhaps a little sooner than others because they had been away from
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employment during the war, and coming back they were the last ones
on, and so they were the first ones off.  They, I think, were hit the
hardest.

They required money, and immediately in 1929 and in 1930 there
started some agitation for the immediate payment of the certifieates,
At that time there was never any question in the mind of the veteran
but what the face value of the certificate as it appeared on the
certificate was the amount of money that was coming to him.

In 1930 we had a convention at Boston and the question was
brought up as to the attitude of the Legion and the Legion decided to
take no action upon it.

January 1931 we called a meeting of our national executive com-
mittee, because bills had been introduced here before this Senate
Finance Committee, and over on the House side calling for im-
mediate payments, and Mr. Smoot, at that time Chairman of the
Senate Finance Committee, and Mr, Hawley wanted the opinion of
the American Legion, since the Legion represented the great body of
veterans throughout the country.  As a result of the national execu-
tive committee meeting, we decided that although the disabled man
was the first problem of the Legion, that unquestionably the payment
of the adjusted-compensation certificates would help husiness at that
time in 1931. Out of that, of course, came the Loan Act,increasing
the loan value to 50 percent.

I think then that every veteran who borrowed 50 percent thought
that he was borrowing 30 percent of the face value of the certifi-
cate and that it would be chavged against the certifieate, I do
not think that they had very much of an idea that they were going
to be obliged to pay interest on that 50 percent, and that ultimately
the paving of .uterest would consume the balance of the certificate,
That is one of  he things that has disturbed the Legion; it is one
of the things tha* has disturbed the veterans most.

The Cinamsan, The question of interest, though, at that time was
di cussed, was it net!

e, Taywor, Yesy it was discussed, It was discussed before the
commiitoe and it wi s discussed by us, and we understood it.  No
question abuct that,  But out in the country, the millions of vet-
crans in the remote sections of the country didk not understand it.
Things that are done here in Washington in veterans’ legislation, by
the time they yre a hundred or two hundred miles from Washington,
the veteran does not understand it The only thing he gets is what
the newspaper corries as a story,

The Cnamyan. Your ofticial organ of the American Legion and
other ex-service magazines and periodiculs carried the information
to the legionnaires and others,

Mr. Tavror, The most that they actually thought at that time was
that_the veteran could borrow 50 percent on his adjusted-service
certificate. I do not think anyone foresaw at that time that this
guestion of cancelation of interest would eone up as it has come up
during consideration of this legixlation. There was no necessity for
explaning that to them,  Unquestionably when they made the loans
there was some explanation. It must have been when they made the
application, but the fact of the matter is

Senator Kixa (interposing). They could not expect, could they, to
borrow money without paying interest?

.
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Mr. Tayror. Senator, they had an idea not that they were horrow-
ing money, but that this was a partipl payment. a payment of one-
half of the amount of their adjusted-compensation certificates, and
it was to be charged against the face value of the certificate, Un.
questionably that was in the minds of most of the veterans. That
was in 1931, and 85 percent of the veterans took advantage of that
legislation,

The condition continued.  So far as the Legion is concerned, we
took no action on it at Detroit, but at Portland we did adopt a reso-
lution calling for the immediate payment of the face value of the
certificates,  You will recall at that time of the so-called * bonus
marchers 7 down in Washington, the new session of Congress came
in in Marelr 1933, and with it the Economy Act which made it -
possible. of course, for any veterans’ organization to present pay-
ment of adjusted-compensation legislation.  The problem of the dis-
abled men was occupying the attention of all of the veteran.
throughout the country, and no one would dare suggest ar propose
at that time that adjusted-compensation certificates be considered
and paid in full.

The Legion at Chicago considered the matter and passed no reso-
Jution upon it, and finally at Miami here last October the Legion did
adopt a resolution calling for the immediate payment of the
adjusted-compensation certificates at maturity value, with a cancela-
tion of interest and the refund of any interest that has been paid.
and the extension of time for filing of applications,

Senator Brack. Has that resolution heen put into the record?

The Crraaraax. Yes: that onght to go in the record.

Mr. Tayror. The national commander, Senator Black, will put it
in the record. T am jist making the preliminary remarks in order
to present to you the national commander, Frank N. Belgrano, Jr..
who will discuss this problem from any phase that you gentlemen
desire.

In the meantime there had been presented to Congress a bill calling
for the full payment, known as * Ii. R. 17, a bill which,inadditionta
calling for payment of the certiticates, provides a method for raising
the revenue,  Through the years when the Legion has come before
this committee with the original adjusted-compensation act. and on
all other legislation the Legion has proposed, never have we nnder-
taken (o direct Congress how the money should be raised and how
it xhould be financed.  We have considered that that is the prevoga-
tive of the Congress itself.

The legislation . R. 1 which was passed in the House, came up
hefore your conmittee and was rejected by your committee, unfavor-
ably reported to the Senate, Eventually it was brought to a vote
and defented by a vote of 60 to 28, Every time that that particular
Lill containing that particulay method of raising revenue by ex-
pension of the currency, every time it has come before the Senate,
cither originally or as an amendment to pending legislation, it ha-
been defeated. " The largest vote that it ever received in the Senut.
was 31 votes.

After the Miami convention, the American Legion prepared it~
own bill, known as the © Vinson American Legion bill, H. R, 3846 7
and had it introduced in the House. The national commander will
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direct his remarks to the bill. Tt carries out specifically the mandate
of the American Legion Convention calling for the immediate pay-
ment of the certificates at their maturity value, calling for the ex-
tension of time for the filing of applications, and the cancelation of
interest. True, it does not call for the refund of interest that has
been paid. That was proposed before the committee and the spon-
sor of the bill, Mr. Vinson, advised us that he brought it up in
executive session of the committee,

So, with that exception, the bill carries out specifically the mandate
of the Miami convention, and I desire at this particuf’ar point, Mr,
Chairman, to have it put in the record for the consideration of this
committee when it will take up this legislation.

The Cuamrman. That will be done.

(The same is as follows:)

LIE. R. 3894]

A BILL To provide for the lmmediate payment of World War adjusted-service corrifi.
cated, tn extend the time for filing applications for benetits utkder the World War
Adjusted Compensation Act, awd for other purposes

Whereas the immediate cash payment of the adjusted-service certifieates
will Increase tremendously the purchasing power of millions of {he consutning
pablie, distributed uniformly throughout the Nation, and will provide yolief tor
the holders thereot who ave in dive teed and distress because of the present
unfortunate economic conditions; and will lighten immeasurably the burden
which cities, counties, and States arve now required to earry for relief; and

Whereas the payment of said certificates will not create any additional debt,
hut will discharge and retire an acknowledged contract obligiiion of the
Government ; end

Whereas siace the Government of the United States is now definitely con-
witted 1o the policy of speuding wdditional sums of mouey for the purpose of
fewstening recovery trom the present economlie erisly, the immediate cash pay-
ment at foee value of the widjusted-serviee certificates, with eancelation of
interest acerued and refaml of intervest paid, 1= a most effective means 1o that
end s Therefore be it

nacted hy the Senate and House of Representatives of the Uniled Statex
of Ameriea in Congress asgembled, That notwithstanding the provisions of the
World War Adjusted Coumpensation Aet, as amended (U, 8, C., title 8%, ¢h, 11
U. S ¢, Suppy. VIL title 38, ¢h, 11), the adjusted-service cerifieates issued
under the authority of such Act are hereby declared to be immediately payable.
Payvinents on account of such certificntes shall be made in the manner heveafter
provided in this Act upon application therefor to the Administrator of Veteraus'
Affairs, under such rules and regulntions as he may preseribe, and upou sur-
render of the cortificates and all rights thereunder (with or withoul the consent
of the heneficinries thereof), The payment in each case shall be in an amoant
cqual to the face value of the certificate, except that if, at the time of applica-
tion for payment under this ety the prineipnl with respect to any loan upon
any such ceortifteate has not been pald in full by the veteran (whether or not
the loun hay matured), then, the Administrator shall (1) pay or diselaoge
stueh unpaid principal in such atiount as is necessary to make the certiftiate
available for puyment under this Act, (2) deduct the same from the aount
of the face vatue of the certificate, and (3) make payment in an amount
cqual to the difference bhetween the face value of the certificate and the amount
s deducted.

NEC 2, In the ecase of eachi and every loan heretofore made pursuant to
hiw by the Administrator of Veterans' Affairs and/or by any nationnl bank,
croany bank or trast company incorporated nnder the laws of any State, Ter-
ritory, possession, or the District of Columbia, upon the security of an adjusted-
service cortificate, any interest that has been or, in consequence of existing
law. wenld be charged against the face value of such certifieate either shall
b eanceled or not so charged, as the case may be, notwithstanding any pro-
vision of law to the contrary. Any interest on any such loan payable to any
«fich bank or trust company shall be paid by the Administrator of Veterans'
Affirs,
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Spo. 8. (a) An application for payment under this Act may be made unid
filed at any time before the maturity of the certificate (1) personally by the
veteran, or (2) in case physical or mental incapacity prevents the making or
filing of a personul application, then by such representative of the veteran
aud in such manner as may be by regulations prescribed. An application
made by a person ocher than a representative authorized by such regulations
shail be held vold,

(b) If the veteran dies after the application is made and before it is filed
it may be filed by any person, It the veteran dies after the application is made
it shall be valid if the Administrator of Veterans' Affairs finds that it bears
the bonn fide signature of the applicant, discloses an intention to claim the
penetit of this Act on behaif of the veteran, and is filed before the maturity
of the certificate, whether or not the veteran is allve at the time it is filed.
If the death occurs ufter the application ix filed but before the receipt of the
payment under this Act, or if the application is flled after the death occurs
hut before malling of the check in payment to the beneficlary under section
501 of the World War Adjusted Compensation Act, us amended, payment shall
be made to the estate of the veteran irrespective of any beneficiary designation.

(¢) Where the records of the Veterans' Administratien show that an applica-
tion, disclosing an intention to claim the henefits of this Act, hus been filed
hefore the maturity of the certificute, and the application cannot be found,
stich application shall be presumed, in the absence of affirmative evidenece
to the contrary, to have heen valld when originally filed,

(d) If at the time this Act takes effect a veteran entitled to recelve an
adjusted-service certificate has not made appHeation therefor he shall be
outitled, upon application made under section 302 of the World War Adjusted
Compensation Act, as amended, to receive, ut hix option, either the certifieate
under section 51 of such Aect, as amended, or payment under this Act.

NeEe, 4. Subdivisions (b) and (¢) of section 302, section 811, subdivision
(h) of section 312, section 602, and subdivision (b) of section 604 of the
World War Adjusted Compensation Act, as amended (U, 8. €., Supp. V11,
title 38, secs, 612, 621, 622, 662, and 664), are hereby amended to take effect
as of December 31, 1934, by striking out * Januwary 2, 1935" wherever it
appears in such subdivisions and sections and inserting in lieu thereof
*January 2, 1940”7,

SEC. b, There is hereby authorized to be appropriated such amouunts as muy
be necessary to earry out the provisions of this Act.

SEe. 6. This Act may be cited as the “ Emergency Adjusted Compensption
Act, 1935."

Mr, Tavror, The Ways and Means Committee held exhaustive
hearings on this legislation. There were 27 bills pending before the
Ways and Means Committee, and after those hearvings, the Ways
and Means Committee by a vote of 23 to 1 reported this Vinson bill,
H. I 8896, When it came before the House it came under a very
special and particular rule. H. R. 1, the bill containing the expun-
sion of currency provision, had never had any hearings before any
committee in either the House or the Senate so far as its monetary
changes were concerned. Tt was therefor not germane to this legis-
lation on the floor of the House. and so a special rnle was necessary.
That rule provided that when H, R. 3826 came up for consideration,
that all bonus bills could be offered as amendments on the floor of
the House.

That was subsequently done, and . R. 1 was offered as a substi-
tute, and on the motion to recommit, gentlemen of thix committee,
which was_the final motion made on this particular issue. on motion
to recommit, the Vinson-American Legion bill carried by a vote of
200 to 204, and at that moment three Mewbers of the House arose
and went down into the well of the House and then changed their
votes, One had already voted for the Vinson bill, and the other
two had voted present. The result was that the vote finally, as
brought out here yesterday, was 207 to 204, and within 5 minutes
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after that motion to recommit, these same three gentlemen voted
on the final passage of the bill against its final passage.

So I say to you that the Vinson bill carrying out specifically the
mandate of the American Legion convention was reported favorably
by the Ways and Means Committee by a vote of 23 to 1, and on
that motion to recommit, which was the important motion, car-
ried in the House by a vote of 205 to 204 And I think that
demonstrates the attitude of the House so far as this legislation is
concerned.

We of the Legion do not contend or hold ourselves out as persons
with monetary experience. What we objected to, so far as H. R. 1
was concerned, was that it contained wit{lin its provisions a method
of financing which had been before this committee, which had been
before the Senate, and which every time it had been before the Sen-
ate had been defeated. It was our firm belief then, and it is our
firm belief now, that that bill can never be passed in the Senate, and
therefore it never can become the law, and therefore the veterans
will never be paid, under the terms of that bill, the face value of
their certificates, and this adjusted-compensation legislation will still
be bothering us.

I know that it is the wish of the Senate and the wish of the mem-
bers of this committee to in some way dispose of this legislation
For 16 years now it has been before the Congress. It has almost
become a political football. Every time an election comes around
the question of the payment of the bonus is dragged into the cam-
paign, and this truly now is the time to dispose of thix vexatious
question once and for all.

I was very much interested yvesterday when the question came up
and the Senator from Alabama, my good friend Legionnaire Black,
arked the question as to the issuance of bonds and the issuance of
currency against the bonds, and he certainly gave me the impression
that if the Vinson bill was enacted into law that that would provide
an opportunity for the issuance by the banks of some $2.200.000,000
or some $2,500,000000 of currency. T want to say this: Senator
Black, under an order several months ago issued by thie Secretary
of the Treasury. Mr. Monganthau, national banks can no longer
obtain currency or issiie currency against securities, and by July of
this year all national-bank currency will have been withdrawn from
circulation, 8o that under the terms of our proposal, national banks
cannot issue currency against any seeurities. I know that vou would
want to know that,

Senator Brack. The law provides that they can.

Mr. Tavror. Senator, under the order just issued within the past
4 weeks by the Secretary of the Treasury, all national-bank currency
is withdrawn, and by July it all will have been withdrawn.

Senator Crari. You do not contend that the Secretary of the
Tx;ieas%u'_v has the right to repeal an act of Congress by executive
order

Mr. Taxvor. I understand that the Secretary of the Treasury has
the right to issue rules and regulations relative to the withdrawal
of national-bank currency from circulation, which he has done.

The Cramyax. Mr. Morgenthau will be on the stand this morning.

Mr. Tavror. Fine.

The CriramryaN. Proceed, please.
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Mr. Tayror. This question has undoubtedly reached the far corners
of the country. Twentv-six State legislatures have now passed reso-
lutions calling upon Congress to enact this legislation for the pay-
nient of the adjusted-compensation certificates. The business men
throughout the country are interested in seeing the certificates paid,
and it was upon the basis of being n benefit to the recovery pro-
aram that the resolution was drafted at the Miami convention,

1 have with me today, Commander Belgrano and the members
of the national legislative committee. I have nothing further to say.
I just wanted you gentlemen to recall, before Commander Bel-
grano speaks to you. the history of the legislation, and the manner
in which this legislation—and you know Senator King, for you were
« member of the committee at the time—that ever since the beginning
of that time we were and we still are vitally interested in seeing
that this legislation is carried to its fulfillment. We are before you
today asking for favorable consideration of legislation which will
carry out our t[l:rogrnm as adopted at Miami, and with those few
words, unless there are some questions, I wounld like to present to
the commitice Frank N. Belgrano, Jr., the national commander of
the American Legion, :

The Cuairaan. All right; Mr. Belgrano.

STATEMENT OF FRANK N, BELGRANO, JR., NATIONAL CbM-
MANDER THE AMERICAN LEGION, INDIANAPOLIS, IND.

Mr. Beraraxo. Mr. Chairman and honorable gentlemen of this
committee, much has been said with reference to the Legion’s posi-
tion with reference to this important legislation. Many discussions
have been had concerning the mandate of the Miami convention and
the Legion's action in supporting the so-called “ Vinson-Legion
bill ™ in the House. I would like first to introduce to the record the
resolution adopted at the Miami convention last October.

The Cuamnax. That may be put in the record.

Mr. Bewgraxo, That resolution is as follows [reading]:

Whereas the immediate cash payment of the adjusted-service certificates will
incrense tremendously the purchasing power of milllons of the consuniing
publie, distributed uniformly throughout the Nation; and will provide relief
for tho holders thereof who are in dire need and distress because of the present
unfortunute economic conditions: and will lighten immeasurably the burden
which cities, connties, and Stitex ave now reyuired to carry tor relief: and

Whereas the payinent of said certificntes will not create nny additional debt,
but will discharge and retire an acknowledged contract obligation of the
Government : Now, therefore be it

Resolred, That sinee the Government of the United States is now deflnitely
committed to the poliey of spending additional sums of money for the pur-
pose of hastening recovery from {lie present cconomie erisis, the .American
Legion recommends the immediate cash payment at face value of the adjusted-
service certificates, with eancelation of interest accrued and refund of interest
paid, as a most effective means to that end,

Senator Brack, I would like to ask one or two questions at this
point before you leave it.  'Who drew that resolution, do you know,
Mr. Belgrano?

Mr. Brrarano. Yes, sir. That matter came up, Mr, Senator, be-
fore the legislative committee. That committee consisted of one
gentleman representing each department of the American Legion.
The chairman of the committee was Mr. Raymond Kelly, of Detroit.
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The committee deiermined to have a subcommittee appointed to
consider this question solely, and that subcommittee consisted of
nine members. The nine members of that subcommittee were as
follows: Harry Colmery, of Kansas; the Honorable Wright Patman,
of Texas; Col. J. M. Johnson, of South Carolina; Samuel Reynolds
of Nebraska; Lionel G. Thorsness, of Illinois; Walter J. Kress, o
Pennsylvania; S, B. Corr, of Wisconsin; Harry Benoit, of Idaho;
and Edward N. Scheiberling, of New York.

Senator Brack. Just one other question; I do not want to delay
you. I was not there, but I understand that there was a contro-
versy up on the floor and all around as to whether they would recom-
mend the Patman bill or some other bill, and after all of this con-
troversy was up, this committee took up the question and drew up
this resolution which simply provided for payment without specify-
ir(llg ina any manner what program of payment the Legion should
adopt?

I\R‘. Bererano. That is my understanding, and following this dis-
cussion, wherein the officers of the American Legion and particularly
the national legislative committee were condemned in the presenta-
tion of that bill calling for the immediate payment, as the legislative
committee believed it to be the legislative translation of this resolu-
tion, and one of these gentlemen, Mr. Kress, of Pennsylvania, de-
termined that he would write a letter to the other eight remaining
members of this committee who in fact formulated the language
of this resolution. As I understand it. there were only 3 or 4 words
changed in that resolution when finally presented by the committee
of the whole. That is that section that says: * Since it is the policy
of the Government ” was inserted for a section which said: “if the
Government desires to continue this program.”

Senator Con~arLy. May I ask a question right there? As a matter
of fact, vour resolution really thongh, in effect, is an endorsement of
the Patman bill, is it not?

Mr. Bewarano, Noj I do not think so, Senator.

Senator ConNaLLy. It says ¢ without increasing the public debt.”
It certainly would increase the public debt if you paid the full
amount now and pay interest on that until 1945.

Mr. Berarano. The position of the Legion is that the adjusted-
service certificates today is an obligation of the United States Gov-
ernment.

Senator ConnaLry. It is; of course.

Mr. BeLoraxo. And that in the retirement of that obligation you
do not increase the national debt.

Senator CoNxaLLY. Noj you do not if vou pay the present value
of it, but if you pay the present value now and then pay 4 percent
or 3 percent on that present value in the way of interest until 1945,
you will increase the public debt by the amount of that interest.

Mr. BeLeraxo. First of all, the position of the Legion is that the
need for the reformation of the original contract is die to the fact
that the debt is already due.

Senator Connarry. Why don’t you Legion men come in, instead
of talking about paying these certificates at face value, and ask to
wipe it all out and start all over? Disregard the whole plan and
adopt & new plant
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Mr. BeLeraxo. We are asking to reform that contract and cor-
rect the errors and pay the certificates in full. ) .

Senator ConNaLLY. You are really askin% us to reform it entirely.
That is what you are asking us to do. What you want us to do 1s
reform it and write a new bonus contract. .

Mr, Bewerano. We believe that if the committee will reform it
and correct the errors and pass it that in itself—we use the term in
this way, in payment of the certificates in full—we thoroughly believe
that in the reformation of the contract that the amount determined
«wvill equal at least the amount of the certificate as it has been pre-
sented to the veterans of the country.

Mr. Brrerano. I am the national commander of the American
Legion.

Senator ConnaLLy. In private life, you are a banker?

Mr. BereraNo. Before October 25, 1934, that was my line of
business.

Senator ConyarLy. If you had a man bringin% you a note to your
bank that was issued and due in 1945, was 1t the practice of your
bank to pay in full at present, and then carry that note until 1945
without any interest?

Mr, Bereraxo. Mr. Senator, in the first place I think that you
fully realize that the reason that I appear before this committee
today is to represent the men of the American Legion.

Senator Connarny. Certainly.

Mr. Bewerano. As national commander of the American Legion,
I may say that from what little I know concerning that sort of a
situation, that first of all T think the men would be paying the bank
instead of the bank paying the men, if I understood your question;
but certainly in these days I find that all businesses, whether bank-
ing or otherwise, have found it necessary to reform their contracts
and to fit their position with reference to the needs of the other
man who is on the other end of the note if you desire to make col-
lection. It is not a new thing at all in days like these to change
the principal sum of any obligation or to ci;ange the terms of the
rate of interest, and we find it even in using some of the facilities
given to us by this Government of ours to help these people who
are destitute, that many times institutions who are in the business
of lending money must take a discount on many occasions to comply
with the regulations made,

Senator Black, in further answer to your question in connection
with this entire controversy as to whether or not this resolution
translated into the Vinson bill was the sense of that mecting, the
gentleman from Pennsylvania, Walter Kress, determined to have
an expression from the eight members of that committee, the ninth
being the Honorable Wright Patman. And this letter was sub-
mitted and inserted in the records of the House Ways and Means
Commniittee, signed by each of the other eight members of that
comunittee [reading]:

There has been called to our attentlun a statement fssued by the Honorable
Wright Patman, a member of the convention legislative committee of the
American Legion, which met in Minmi and drafted the resolution relative to
the immediate payment of the adjusted-compensation certificates, This state-

ment was also made in the form of a speech delivered by Congressman I'ntman
from the floor of the House on Wednesday, January 30, in which the Con-
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gressinan makes a statement that that portion of this resolution in the
following language : ** Whereas the payment of said certificates will not create
any additionnl debt but will discharge and retire an acknowledged contruct
oblfration of the Government ™, is in fact an endorsement of his bill, H. R, 1,

This s a positive misstatement of fact, as Congressman Patman is fully
aware of the purpose of writing this language into the resolution. The fact
of the matter is that the method of financing the payment of this obligation
or the endorsement of any specific way to effectuate this purpose was bever
ut uany time discusseid by the committes,

The sote jurpose of the use of this language, as Mr. Patman well knows, wis
fo draw a distinction between the expenditure of Government money, thereby
creating a new debt in the various forms of relief which had been carried on
during the previous year and which it was expected would be continued during
the coming year and which would not discharge any existing obligation o1 the
Government, as ugainst the payment in full of the adjusted-compensation certiti-
cafes which was, and is, an acknowledged debt of the Government.

My, Patman approved the use of this language, knowing tull well jts intent
and purpose, and his efforts and action now to read into it a construction
which he personatly knows was never contemplited by the members of the
committee which approved it in our opinion is a deliberate attemipt to mislead
the Members of Congress and to misinterpret the specific mandate of the Minmi
conventton,

The sole and only purpose of the resolution adopted at Miami was to
express the will of the convention calling for the immediate payment of the
adjusted-compensation certificates,

Senator Brack, That is what I understood, Mr. Belgrano, That
convention endorsed neither plan. Tt was known that Mr, Patman
had one idea and others had other ideas. And Mr. Pritchard, of
Alabama, made a speech on the subject setting forth that that was
the situation with regard to it

Mr. Brrgraxo. As I understand it, it was Mr, Pritchard who
changed the language that I referred to a moment ago.

Senator Brack. As a matter of fact, the whole object and purpose
of what those people voted for at that time was for payment and not
for payment according to either the Patman method or the method
now proposed or any other method?

Mr. Brrerano. That is correct.

Senator Brack. Thank you.

Mr. BeLgraxo, Much has been said, Mr. Chairman and members
of the committee, as to the ofticers’ action in the legislative committee
in preparing the so-called “ Vinson bill ” and presenting this bill to
the Congress of the United States. I should like to say that my
experience in the American Legion dates back to the time that I
became a charter member of my post, its first adjutant. Going
through the chairs of that post, becoming its commander, and then
district commander, county commander, and department com-
mander, and serving all through the various committees until I wus
honored in having been elected unanimously the national commander
of this organization. My experience, therefor, has been an experi-
ence of going through the rank and file of this organization, and I
really believe that I understand the organization” probably better
than anyone during the last number of years.

I have just completed a trip covering some 30 States of (he Union,
n tri;f that gave me an opportunity to not only speak to the veterans,
members of all organizations and particularly the members of the
American Legion, but to speak to the business men of many, many
communities. In my opinion, the veterans and the business men
today are anxious to wee this most troublesome question disposed of.
They thoroughly believe that there is a justification in requesting



PAYMENT OF ADJUSTED-SERVICE CERTIFICATES 103

recommendation of the veterans today that this certificate be paid
in full with cancelation of interest accrued and a refund of interest
aid.

Much has been said concerning the activities of the national com-
mander, that he is only the expression of those Legionnaires who
meet in the larger communities. For your information I should like
to say that in this most recent trip, covering some 3,500 miles, I not
only did stop at the larger communities, but I stopped at every cross-
road wherein there was a Legion post situated. As an example, in
the last 2 days of my trip in North Carolina, I stopped at 7 places on
Easter Sunday and made 10 talks and stopped at 10 of various posts
on the Saturday preceding that Iaster day.

Therefore I can truly give you an expression of what I consider
the rank and file of this organization. The rank and file of this
organization today stand béhind the American Legion in its efforts
to encourage the passage of a law which in fact will once and for all
dispose of this question, and pay these certificates at the full face
value.

Colonel Taylor suggested a moment ago concerning the Vinson
bill that it did not carry with it the provision calling for the refund
of interest paid. I personally appeared before the House Ways and
Means Conmmittee and respectfully requested that that committee
give serious consideration to adding to that bill a clause ealling for
the refund or payvment of interest already paid by the veterans.
The committee did not consider the question favorably and therefore
it is not in the bill,

Following the action of the House of Representatives, the officers
of the American Legion had two courses to pursue: one was to deter-
mine for themselves the course to be followed before this honorable
body, and the other was to assume the prerogatives given to us by our
national constitution of the American Legion, which provides that
there is a sole governing body of that organization during the
interim between national conventions, I decided to use those pre-
rogatives, and following the language of the constitution, I called
a special meeting of the national executive conmittee of the Aumeri-
:an Legion, wherein all of the States of the Union were represented,
with the exception of one, by their duly elected national exccutive
committee members. At that meeting (his entire matter was dis-
cussed, and. of course, Ho R, 2896, the bill which passed the House of
Representatives, was thoroughly discussed, and following a full day
of discussion, that committee unanimonsly voted the following
resolution

The national executive committee of the American Legion states:

That the nationul executive committee of the Amcrican Legion in special
sessfon duly assembled ar national headquarters in the city of Indianapolis,
Ind,, on this the 2d day of April 1033, does hereby express its full approval of
the cffort extended und aetion taken by Nationul Comm:ander Frank N,
Belerauo, jr., and the national legislative commiittee In support of and in
enrleavoring to carry out the mandates of the Miami convention and particu-
larly that relating to the payment of the adjusted-service compensation
certifieates,

1. That all World War veterans hiave a right to expect that their adjusted-
service certifientes will he pald in full at this time at fuce value and with
cancelation of interest acerued and refund of inteve  t paid.

2. This organization is not concerned with the merits or demcerits of inflasion
or fn any other controversial question that is not within (he scope or (he
actlvities of (he Ameriean Yogion,
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3. Belfeving that the only bill which Is reasanably assurved ol final pussage fs
obe which includes no other guestion than the mmediate pivment of the
adjusted-service certificates, the nutional communder, il the natlondl legis.
lative committee e divected to diligently pursue such o course ax should
ultimately effect the passige of this type of bill al this session of Congress,

The Crarrsran. When was that meeting held, Mr. Belgrano?

Mr. Bereraxo. On the 2d of April 1935,

Senator Crark. That was after the bill had passed the Hounse?

Mr. BereranNo., Yes, sir.

Senator Bamey. I would like to ask you a question,

Mr. Bereraxo, Yes, sir.

Senator Bateey. The resolution stated that the committee was not
at all concerned about the merits or demerits of inflation?

Mr. Bererano, Yes, sir.

Senator Bamey. Ave you? You are a banker.

Mr. Bencrano. I am the national commander of the Mmerican
Legion: this is the mandate that T hold, given to me by the elected
representatives of every department: therefore the only expression of
thought that T can have is the thought or the expression directed
to me by those who were duly elected and representatives of the
organization,

Senator Bamey. T understand that; but you are here before us.
I would not unduly press you if you do not care to state. That is
all right with me. ™ Are you indifferent as to inflation?  You are a
banker,

Mr. Bereraxo. I will answer the question very promptly.  The
American Legion is not concerned with the merits or demerits of in-
flation or any other controversial question that is not within the scope
of the activitics of the American Legion.

Senator Baey. I understand that perfectly, and I make no com-
plaint about that. And I can understand why. DBut I am asking
you as a banker.  You are a member of the Legion. Will your inform
the committee of your views as to inflation?

Mr, BeLsraxo, I would not desire to answer that question in that
form, hecause I believe that those who are acquainted with our or-
ganization Tully realize that those who ave given the honor of leading
it in the office of national commander are elected to only express
the desires and wishes of the members of that organization and not
to express theiv own, either in a business way or a pevsonal way.

Senator Coxxarny. You cannot divest vourself, though. of your
own convictions or views of these things?

Mr. Bererano, T think, My, Senator, that that is the easiest thing
to do.

Senator CoxNarnny. It would be the eaxiest thing for us to do, to
divest ourselves of any sense of responsibility, too, but we cannot
do it,

Mr. BrrLerano, T should like to know how one could divide himself
and be thinking along one line at one moment and another line at the
other when his responsibility is simply to carry out the responsibility
given to him.

Senator Baney. You appreciate the fact that the members of this
committee must be concerned about inflation.

Mr. BeLerano. Mr. Senator, it seems to me that there are compe-
tent gentlemen throughout the United States that might be very
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happy to give you the benefit of their views concerning this question,
men who represent in an official capacity those institutions. Today
andd during this year I have only one body to represent, and that
body is the members of the American Legion.

Senator Bamey. I am asking you now, do yon not expect us to
consider those things, or do you expect us to be indifferent as to
inflation ¢ .

Mr. Brrerano. I thoroughly appreciate the fact that this com-
mittee will take into consideration that question and all questions
affecting this legislation.

Senator Bawey. Do you think we should?

Mr. Bergrano. I certainly do.

Senator Coxxarry. Mr. Chairman, I want to ask a question.
When your executive committee met out in Indianapolis, you sayv it
has the authority to act in the interim between conventions?

Mr. BeLcrano. Yes, sir.

Senator Connarry. But it has no authority to undo or to modify
or to change anything that the convention itself does?

Mpr. Bereraxo. No, sir,

Sepator Conyvarnry, All right.  This resolution which was passed
in Miami, you admit that that was susceptible of being in support
of either the Vinson bill or the Patman bill. because it does not say
anything about inflation, it does not say anything about anvthing
except the immediate payment of the honus?

Mr. Broeraso, T do not agree to that at all, Senator, that it would
be applicable to the Patman bill,

Senator CoxxawLy, You answered Senator Black a while ago and
admitted. as I thought you did. that it did not support either plan
but it just simply made a steaight-out denand for inmediate cash
payment,

Mr. Bercrano. It recommended the immediate payment of the cer-
tificate, supporting no bill whatsoever.

Senator ConNaLny. Exactly. That is what I am getting at. If
that resolution did not support any bill but it voiced the expression
of the Legion, what authority did your executive committee have out
in Indianapolis to adopt another resolution which in effect modified
and abrogated that resolution passed by the convention itself?

Mr. Bereraxo, First of all, Mr. Senator, the convention as you
remember was held in October and the resolution was passed recom-
nending the immediate payment. The usual thing. There were no
bills at that time presented, either the Vinson or the Patman bill
or any bill, at that convention. The first duty of the national legis-
lative commititee and the officers of the Legion following the Novem-
ber meeting of the executive committee when it would determine
what resolutions will be given priority as the major objective of the
Legion, is for the legislative committee to translate into legislative
langunge all of the resolutions passed at that convention, and there-
fore the Vinson bill became the translation of that mandate adopted
in October at Miami.

Senator Crark. Is not this the situation, that the national con-
vention adopted forthright declaration in favor of the immediate
payment of the bonus, and the objection of the national executive
committee at Indianapolis this month to the Patman bill was that the
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Patman bill went beyond the declaration of the American Legion
and interjected another highly controversial subject into the pur-
pose set out in the Legion’s resolution at the national convention?

M. Benaraxo. I think that is correct, Senator.

Senator ConyNarny. All right, Let us see if it is. You just ad-
mitted that all that you asked for was the immediate payment?

Mr. Brrcraxo. That is right.

Senator C'oNyawLy. But you have gone further than that, because
you are now coming in and sayving. © We won’t have immediate pay-
nmient under the Patman bill but we will have it our way under the
Vinson bill ": ix that not true?

Mr. Beneraxo., We present before you the translation-—

Senator CoNNaLLy (interposing). What right have you to trans-
late the resolution of the convention itself, which the convention
itself pussed? Is that not clear enought

Mr. Bererino. We have no other way to present it to the Con-
srress, Mr. Senator.

Senator Consarry. Could vou translate it in any other way except
the way it reads? It ought to mean exactly what it says, and what
right have you after the convention adjourns and the delegates all
eo home, what right have you, as the national executive committee,
to come along and transiate that into something else ¢

Mr. Brroraxo, We have every right, because the nattonal legis-
lative committee following each national convention presents bills
to the Congress of the United States or suggests the presentation of
bills that comply with the mandates of that convention.

Senator Coxvarty. Could you not translate that just as easily
iuto support of the Patman bill if you wanted to?

Mr. BerLeraNo. No, sir.

Senator ConyarLy, It would not mean the same thing?

Mr. Benerano. No, sir,

Senator CoNNaLny. Why!

Mr. Bererano. For the simple reason that the Patman bill did
not conform to the resolution 1n having tied to it another question
that had nothing to do with the desires of the American Legion.

Senator ConNaLLy. The Patman bill gives immediate payment of
the bonus, and that is what you asked for in your resolution at
Miami.

Mr. Bererano. That portion of the Patman bill—-

Senator CoNnarLy (interposing). That is all you were concerncid
with, was immediate payment, in that resolution.  You said yourself
it did not make any difference, that all that you want was immediate
payment. The Patman bill does that. Why couldn’t you have
translated that resolution into support of the Patman bill as well
as the Vinson bill?

Mr. BeLcrano. Because the Patman bill had a clause adding te
the calling for the immediate payment of the adjusted-service cer-
tificate a mode of payment, and the American Legion in all of its
experience hefore the Congress of the United States recommending
the vast expenditures of sums of money for payment of compensa-
tion to those who were deserving, for the builging of these hospitals
throughout this land of ours, has never at any time endeavored to
suggest to the Congress of the United States the made of payment.
We have always presented ourselves on the justice of the recom-
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mendation presented and we use the usual language that has been
used in all of the bills we have been interested in calling for the
authorization of funds necessary to make the act effective.

Senator Crark. The theory of the committee, as T understand it,
Mr. Belgrano, is that by injecting into this bill another and different
and highly controversial subject that the whole accomplishment of
the Legion’s purposes was very seriously endangered, just as much
as it would have been perhaps not to the same degree, but in the
same way that it would have been endangered if they had injected
the Townsend plan or any other separate and highly controversial
subject into the bill?

Mr. Brrarano, T am certain that the result has proven that. That,
however, was not the reason for having had the Vinson bill intro-
duced. The reason for having the Vinson bill introduced i~ that it
conformed exactly——

Senator (rark (interposing). I am speaking of the action of the
committee in Indianapolis in the month of April.

Mr. Bererano. That is correct.

Senator Conzanny, You said a while ago that you were perfectly
indifferent to inflation or no inflation, that yon were noi concerned
with that at all.  1s not vour true attitude if you want to represent
the true attitude of the Legion at Miami, to come up here and say,
*We do not care which plan yon adopt? Why don’t you just do it,
and we do not care whether vou inflate or do not inflate.  Pay us in
full and that is all we ask.”

Mr. Beraraxo, The American Legion has given notice on many
oceasions, Mr, Senator, that of course it will aceept the decision of
the Congress of the United States as to the mode of payment, It
is not involving itself as to how these funds should be raised. The
Congress itself can determine that. We are asking you to deter-
mine whether or not there is justice in the recommendation of the
veterans calling for the immediate payment at this hour and then
if we are successful in proving that point to the members of this
committee and to the Congress itself, that Congress can determine
the mode of payment in dispensing with these certificates.

Senetor Bamey. Now, let me ask you about that. You are putting
it on a matter of simple justice?

Mr. Brrerano. Yes.

Senator BamLey. You do not want to get into any controversies
about inflation?

Mr. BeuoraNo. That is right.

Senator Bamkey. In the passage of that resolution and in your
own view here as representative, are you able to tell us whether
those who are responsible for the resolution, on the council. looked
into it from the standpoint of the whole country, the condition of
the Treasury and what might follow from the immediate payment.
or did you just look into it from the standpoint of simp{e justice
to_yourselves?

Mr. Beraraxo, They looked into the question first of justice in
making the recommendations for che y~yment.

Senator BaiLey. That is justice to .aemselves, that it was n just
claim,

Mr. Beraraxo. Whether they were in a position to justify their
recommendation at all for the payment of the certificates, and then
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they took the position that since it was the policy of the Govern-
ment today to spend billions of dollars for recovery and relief meas-
ures, that this was a measure by which the Government could con-
tinue their relief and recovery program and at the same time retire
this long past due obligation to those who wore the uniform. So
they took into consideration both of the questions involved.

Senator BaiLey. That is two phases. Grant that it is just to the
soldiers; that the policy of the Government in spending large sums
is a further argument for paying the soldiers. Now, looking to the
other aspects of it, did you look into the other aspects? Do you
know, for example. what the national debt is today?

Mr. Brrekaxo. I do not know today. I would be glad to be
informed.

Senator Baey, Well, can you approximate it?

Mr. Bereranae, T understand it is approximately 28 billion. Tz
that correct?

Senator Baeey. Do you know how much of that will be added to
it by this present Congress?

My, Berskaxo. T understood that there was a bill passed calling
for $4830.000,000, and. Mr, Senator. if you do not mind, I do not
believe that the national commander of the Legion was asked to
appear at that time to say whether it should have an inflationary
clanse added to that bill. T know that has been passed.

Nenator Baey, That would make it 33 billion?

M. Benoeazo, Yes, sir

Senator Bary, Now we have a bill in process of passing today
for one hillion, That ix 3t Now, the soldiers, if we pay them in
fuil at once, that would be at least two billion, would it not?

Mr, Brreraxo, About $2.100,000,000,

Sonator Bamky. That would be 36 billion, That is what we have
on our hands to deal with, a 36-billion debt as against the 16-billion
debt in 1929, ‘That is an increase of 17 billions in the debt, I
am not arguing but T am asking you, <id you take all of that into
constderation ?

Mr. Brraraxo, When the resolution was passed at Miami, we con-
sidered that the debt was approximately 28 billion

Senator Bitwey (interposing). I will give you the information
that was in the paper today, that the actual bonded and note debt
is $28.150,000.000. That is correct. That is as of March 31, 1935,
So vou can take that as your starting point.

Mr. Brraraxo. When the resolution was passed it was known that
the national debt was approximately that much money.

Senator BaiLey. We have a contingent debt which we can not
state in terms. But T am just asking you, did you take into consid-
eration that factor in the matter?

Mr. Benoraxo. When the resolution was adopted, that matter was
talken into consideration.  Of course there was no way to know what
the new legislation would call for except that I think that it was
generally understood that it would call for an additional debt rather
than the retirement of any.

The Cnamsan. All right, Mr, Belgrano; proceed.

Senator Brack. Just one other question. Did you also take into
consideration the fact that the Government has already admitted
that it owed this $2,100,000,000%
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Mr. BercraNo. Yes, sir; it having admitted it in the Sixty-eighth
Congress, 1924,

Senator Bairy. But, Mr. Commander. did you take the view that
that was already matured?

Mr. Bersrano. We took the view that if this committee and the
Congress would be good enough to consider the arguments made,
I know it is suggested that an error was committed in the calceula-
tion of those certificates, using the same formula used by the Sixty-
cighth Congress and having for some reason or other not having
added interest from a given date or the date that the service was
actually rendered, up to January 1, 1025, we felt that the Cengross
would be willing (o correct that errvor.

Senator ('Lark. What the original proposition amounted to was
this, was it not. Mr, Belgrano, that the obligation was started run-
ning not from the time that the obligation acerued, but from the
date when the obligation was admitted ?

Mvr. Bererano. Exactly. The rate of interest at 4 percent com-
pounded annually started on January 1, 1925, when the act became
cffective, and not when the service was rendered, and feeling that
the Congress would be willing to discuss this situation and possibly
reform that contract, then the date of the certificate, using the same
certificate that we now have, would not be due in 1945, but would
already have been dite, and if that is so——

Senator Barey (interposing). Would it be already past due?
Just for my information. Suppose we relate the %500 and the
$625—those are the maximums in the original act?

Mr. Brroraxo. Yes, sir.

Senator Bamey. Back to 1918, and say on Armistice Day that
those were the sums admitted that ought to have been paid. Disre-
gard the 25 percent. I do not care to go into the argument about
that. I just assume that that was put in there as a matter of
justice, Calenlate yvour interest.  'When did the debt mature?

Mr. BeLgraNo. Our position is this

Senator BarLey (interposing). You are a banker, and you under-
stand those things. It would not have matured by now, would it?

Mr. Bererano. First of all, may I suggest that we do not agree
that the $60 should ever have been deducted.

Senator Bartev. I understand about that. I understand that the
%60 was given to the boys in order to get them on their feet and re-
imburse them for the clothes. I do not charge that against them.
I think that was a necessity that had to be taken care of. T am not
going to charge them with that at all,

Mr. BrraraNo, Starting from that point and forgetting, as you
sav, the 25 percent which seems to have caused all of this con-
troversy

Senator Bamry (interposing). I am willing to disregard that,

Mr, Brreraxo. We claim that if the contract was correctod, and
starting from that point, and the interest rate of ¢ pereent were
used, that the certificates would have become due

Senator BaiLey (interposing). Six percent on the Government
money in the fund that was accumulated?

Mr. BeLarano. Six percent used in arriving at the face value of
the certificates, that the certificates would have become due in 1931.

180434—85——8
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Senator PaiLEY. You are a banker and you know about that. The
Government was accumulating the money at the rate of about
$100,000,000 a year, and getting what interest they could on it and
putting that to the credit of the fund. That is the way this whole
proposition was arrived at.

Mr. BELGRaNoO. As I understand, it was the intention of the Gov-
ernment to set aside some $112,000,000 which in certain years was
set aside, and in other years a lesser amount.

Senator BaiLey. You understand that no insurance company could
get G percent on its funds. No bank could.

Mr. BeLerano, During this whole term of vears, the Government
used the item of 6 percent both in returning to those who had over-
paid in income taxes that they were refunding to those gentlemen
or to those corporations the sum of money that made up the over-
payment, with 6 percent added to it.

Senator Crark. If it was underpaid, they charged 6 percent.

Mr. Bererano. Yes, if it was underpaid, they charged 6 percent.
Therefore, the Government

Senator Gore (interposing). Do you figure, Mr. Belgrano, that
each contract ought to express its terims In its own language and
express the will of the two parties where their minds agree, and
should govern the two parties, or do you think that all contracts
should be standardized at 6 percent, at the prevailing rate, and let
all contracts bear 6 percent?

Mr. BrroraNo. Noj I think, Mr. Senator, when we are dealing
with a contract, where two parties are involved, that of course that
contract should carry on to the agreement made. I never have called
this adjusted-service certificate a contract, however, because it has
always been my opinion that it took two parties to make a contract.

Senator Crark. In this case, Congress passed the act, and the
veterans accepted it.

Mr. Bergrano. The veterans had two things to do—they could
cither apply for the certificate or not apply for it.

Senator Gore. Do you figure then that this was the execution of
a contract on the part of Congress that issued these certificates and
agreed to pay this additional amount, or was it a sort of a gift or a
gratuity? How do you characterize it? It was not in the law
under which the boys volunteered or were conscripted ?

Mr. BeLgrano. No, sir.

Senator Gore, It is superadded to the stipulated or statutory eom-
pensation that was to be paid?

Mr. BeLgrano. Yes, sir,

Senator Gore. So that the soldiers, the ex-service men, cannot
req}lly insist upon this as a part of their contract, but their service was
paid—

Senator Crark (interposing). They did not have any contract
when they entered the service. A man was drafted, they put him in
uniform and told him what they were going to pay him.

Senator Gore. I am trying to get at what this thing veally is. I
think it was a sort of gift or gratuity. We all say it is merited and
granted by the Government to the ex-service men. My point is, I do
not see how then you begin to calculate and consider what was done
in other contracts.
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Scnator CLark. In the same sense, the $1.25 that a fellow might
have gotten as his pay for serving in France was a gratuity too,
was it not?

Mr. BewraNo. Yés; exactly.

Senator Gore. You mean added to the certificates?

Senator CrLarx. Noj the $1.25 that he was paid while in the Army
was in the same sense a gratuity, The Government could have taken
him and made him serve without any payment.

Senator Gore. They could have done it but they did not. You
cannot pay a soldier all that he deserves, if you look at it from thut
standpoint. I never have been able to reduce the value of a soldier’s
service, who faced fire on the field of battle, to a common denominator
of dollars and cents, but there was a certain stipulated rate of pay
that he got while he was in the Army.

The Caairamax (interposing). I have the Secretary of the Treasury
down here and I do not want to keep him.

Mr. Berorano. May I have the privilege of entering this extract
from the Congressional Record in extension of my remarks?

The CHAIRMAN. Yes,

(The same will be found at the conclusion of Mr. Belgrano’s
statement.)

Senator Bairky. I think the commander should state, assuming
the 6 percent, which I question, but I shoulit like to know just whut
would be the state of the compensation certificates if you dated
them back to 1918, and assuming that the Government would pay
6 ;{ercent, as you do, when would they mature, then?

Mr. BeLorano. Six percent, taking the dollar and the dollar and
a quarter a day, and forgetting the 25 percent now, and using 6 per-
cent compounded, would bring those certificates and make them due
in October 1931.

Senator ConNaLLy. That is including the 25 percent ?

Mr. BeLeraNo. Wait a minute. It would be about 1714 years,
and would make them due in October 1935, without the 25 percent.

Senator BaiLEy. You mean, make the face value due then?

Mr. BELGraNoO. Yes, sir.

Senator BarLey, This year?

Mr. BELGraNoO. Yes, sir.

Senator BarLey. That is your contention?

Mr. Bergrano. Yes, sir.

Senator BaiLey, That is the basis of your argument?

Mr, Bergrano. Yes, sir.

Senator Baitey. All right.

Senator Coxnarry. I want to ask one question, and that is this: T
think it is due the Congress at this point to say to Mr. Belgrano and
Scnator Clark who said that this original bonus act, the Government
just passed it, and if the soldiers wanted it they could take it and if
they did not, they could leave it. Is it not a fact that when this
original 1924 Bonus Act was passed, that the representatives of the
American Legion and the representatives of other veterans’ organi-
zations came before the Congress and the committees of the Con-
gress and had hearings and asked Congress to pass this act in the
exact form in which it was, and that is why the Congress passed it?

Mr. Brrerano. Of course, Mr. Senator, the records of the various
committees of the Congress will speak for themselves, but my under-
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standing it, along the line suggested by Colonel Taylor, that the
Legion did take definite action, and the pregram consisting of four
points as he explained this morning, that this so-called “ adjusted-
service certificate”, the insurance policy, was the idea advanced
making the fifth, which culminated in the passage of simply that
part. But in 1924 Congress was interested in that particular phase
of the Legion’s recommendation made in 1919, giving various wayvs
to receive this compensation. I do not doubt at alf that the various
veterans’ organizations having met in convention, probably appeared
before these committees and tock what they thought was the only
thing they could have at that time. '

Senator Crarxk. The fact is, Mr. Belgrano, that several alterna-
tives were presented and supported by the service men’s organiza-
tions, that t‘le House Ways and Means Committee selected one of the
various alternatives presented. worked out a bill in the committee,
not prepared nor offered by any service men’s organization, and that
thereafter the service men's organizations stupported the bill as it
was presented in the committee?

Mr. Bergraxo, And incidentally took the one item that was never
included in the Legion’s program and eliminated the four items that
the Legion did approve,

Senator Coxxarry, T think it 1x due the Congress and those eon-
cerned in it, to let the facts be known that as a matter of fact there
were a Jot of plans submitted. but. when they got throngh with them
all, they worked out this particular bill, and the representatives of
the veterans’ organizations came before the Congress and said, “ This
is what we want; we want yvou to pass this bill . and we did.

Mer. Berorano. That comes right back to 1931,

Senator Coxyarny, I say that in view of your statement that it
should all be set aside now and we should go ahead and adopt a
wholly different plan,

Mr. Bererano. Senator, the reason we advanced this thought is
that as all of these changes have been coming down the line, it seems
as if we never corrvect the evil that was first started in the fact that
the cash was not paid in 1918 to settle this matter once and for all,
or in 1924 when they then determined to pay it in cash and get rid
of the question. In 1931, surely the representatives of the veterans
who appeared here were asking then for full payment of the ad-
justed-service certificates. They took off

Senator WaLsii (interposing). Is it not a fact that the veterans
were always asking for the cash and that the administration in 1924
proposed this plan as a compromise, and you accepted it?

" Mr. Bererano. Yes, sir,

Scenator Warsir. As a compromise?

Mr, BeLgrano, Yes, sir.  Just as we did in 1931 when we accepted
the one-half loaning privilege.

Senator WawLs. The agitation on the part of all of the veterans
was f?or cash payment from the end of the war up to the time of this

lan
P Mr. Bererano. T think that is a fair statement.

The CuarrmaN. Is there something else you want to put into the
record {

Mr. Bergraxo. That is all,
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. Senator Gore. I want to ask a question first.

The CuairmaN, Proceed, Senator Gore,

Senator Gore. You stated a minute ago that the Government was
spending billions and billions and lately had appropriated $5,000,-
000,000 to distribute purchasing power and stimulate business and
promote recovery ?

Mr. BeLerano. Yes, sir.

Senator Gore. I think that is your chief argument. That bill will
add five billion to the public debt. The retirement of these certif-
icates would not add to the public indebtedness and it would dis-
tribute purchasing power as widely as any other measure would. I
think that is your practical argument and I do not see how it can be
answered, but I do not follow your argument when you say this
obligation is long past due. That weakens your argument to me
rather than strengthens it. These soldiers have risked their lives and
have faced the cannon on the field of battle. Here is a certificate
which savs that it is due in 1945. I take it at its worth, and I
do not follow any of these manipulations in the interest rate or the
25 percelnt by which you argue this into the conclusion that the thing
is past due.

Senator BaiLey. I asked him of that. He said that on the 6-per-
cent base it would be due this year in October. On the 5-percent
baseTI want to get the several percentages because I want to inform
nyself—-—

Senator Gore (interposing). Did you not adopt a set of figures and
caleulations which would bring it out at the point where you want to
come out?

Senator Bamer. Five percent would extend it one-sixth further,
approximately, would it not?

Mr Berorano. Yes, sir.

Senator Bamey. One-sixth of 17 vears is about 3. At 5 percent,
then, it would be due in 1938.

Mr, BrreraNo. Approximately so.

Senator Bamwey. ¥our percent would extend it one-third approxi-
mately, and one-third is about 6 yvears—one-third of 17. Six vears
from today is 1941. If we took the figures, in order to have them
due this year, we would have to figure on the 6-percent base. which
no insurance company ever did. I do not say we should not: I
am just looking at the facts and talking to a business man here who
has had a great deal of experience in money, as I understand it,
and knows how to caleulate.  On the 5-percent base, we wait until
1938, and on the 4-percent base until 1941, on your argument: is
that right ?

Mr. Berraxo. Yes. sir: however, My, Senator. T am certain—

Senator Baney (interposing). I am not denying the validity of
your G-percent argument: I am just getting the facts.

Mr. Bergrano. All right.

Senator Gore, Nobody has answered your argument that this bill
would distribute purchasing power as widely, if not as much as this
$5,000.000,000 bill. You have an added appeal that this would not
increase the public debt, while that does. As far as I am concerned,
I wish you had stood on that argument, because it has a very definite
appeal with me. Were you present at Chicago in 1933 when the
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Legion convention declared, indirectly at least, in favor of an honest
dollar and against inflation?

Mr. BeLgrano. No, sir; I did not attend the national convention
in 1933,

Senator Gore. Do you accept that principle and declaration?

Mr. Beroraxo. I am afraid that I cannot interpret the short
resolution adopted at that convention, T do not know of the dis-
cussions pro and con for it, and in the way that it is written T do
not know exactly what they meant by the sound dollar.

Senator Gore. Tt ix not very explicit: you are right about that.
But it proposes to favor an honest dollar, according to vour own
interpretation of an honest dollar,

Mr. Berorano, Of course T favor an honest dollar.

Senator (Gore. Are yvou opposed to inflation?

Mr. Bereraxo. What ix that, sir?

Senator (Gore. Are vou opposed to intlation?

Mr. Bereraxo, 1 am opposed to anything tied into this legisla-
tion which does not comply with the mandate of the convention, and
the Legion lins determined that it is neither interested in the merits
nor the demerits of inflation or expansion of the currency.

Senator Gore. And does that veflect vour own views?

Mr. Berarano, 1 have not any views other than T represent.

Senator Gore. I was speaking about your views personally.

Mr. Brroraxo. I have always refrained during this entive year,
Senator, to express my personal views on any subject.

Senator Gore. Do you interpret the Patman bill to mean inflation,
the issttance of 214 billion in Treasury notes. with no provision for
redemption?  Some regard that as fiat monev. Do vou regard that
as having at least inflationary tendencies?

Mr. Beraraxo. The proponent of the bill has declared on many
o.casions that it is not an inflationary measare. I have not any
wdea—1 think he terms it an expansion of the curreney measure,

Senator Gore. A man can define inflation in his own way and
then say that it is not inflation.  ‘This scheme involved in this btlt—

Senator Baey (interposing). You can do the same thing with
sound money ; you can define it any way that you want.

Senator (fore, That is true.  This scheme involved in this bill to
revive and restore the price level of 1926 and to maintain it from
here on, are you in favor of that?

Mr. Bereraxo. 1 have heard that matter discussed in two ways.
The proponent of the bill, 1 think. claims that that section of the
bill is in there ns a brake against any possible chance of inflation.

Senator Gorr. I heard him say that.  If costs have been matervially
reduced since 926, it improved methods and improved machinery
can cut down the cost of producing goods, do you not think that
seople in this country and the consnmers are entitled to seme fittle
{)onvﬁt of redueed costs and to have it reflected in reduced prices?

Mr, Bernezano, U do ot bolieve that T am in a position to follow
that or answer that, Mr. Senator,

Senator Gore. Very well.

Senator CoNNALLY. One other question, If the Patman bill should
come before the Senate and the vote was on that, the final vote, do
you and the Legion favor that and want us to vote for it, or would
you favor us voting against it?
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Mr. BeLarano. I think the position of the Legion will be this——

Senator ConxNaLLy (interposing). I do not know what it will
be; I want to know what it is now.

Mr. Bergrano, I cannot determine that until T know what this
committee is going to do.

Senator CoxnaLry. You are here as a representative, and T want
to know

Senator Gore (interposing)}. Let me ask you this question. If
you were a member of the Senate

Senator CoxNaLLY (interposing). Wait a minute, Senator. I
want him to answer me first. |Laughter.]

The Crairman. Let us have order in the dommittee room.

Mr. Brrgrano. We are appearing here——

Senator CoNxarLy (interposing). T am acting in good faith with
you. T am not trying to trick you or trap you. You are here
representing the American Legion. You told us what happened
at Indianapoli=. T want you to tell us whether or not, if the question
before the Senate is the Patman bill or nothing, do you as a repre-
sentative of the American Legion want us to vote for it or vote
against it4 To vote *ave ™ or *no "1

.?Ih'. BrereraNo, First of all, we believe that this honorable body
wi

Senator CoxNarLy (interposing). That is not an answer, and you
know it is not an answer,

Mr. Bereraxo. If you will let me go along——o

Senator CoxNaLny (interposing). You answer and then make
your explanation. I want to know because I am representing a
great many Legionnaires and a great many soldiers. You are here,
and T want you to tell us now whether you want us to vote for the
Patman bill or no, and then you can make all of the explanation
you want,

Mr. Bererano. We will see to it that a bill be presented that
will in effect comply with the mandate of the Miami convention,
and we will ask vou respectfully to support that sort of legislation.

Senator CoxNarLLy. And vote against any other bill? Is that
what you mean?

Mr. Benaraxo. We are asking you to support that bill, which has
to do——

Senator CoxNanny (interposing). You know what I am askin
you. You are a smart fellow and banker and you know what
mean, and I think T am entitled to an answer.

Mr. Bereraxo, 1 think., Senator——

Senator CoxNarnny (interposing). You are dodging the answer,

Mr, Brraraxo. We are here before thix committee in the hope that
this committee will report on the floor of the House the same bill
which will in effect comply with the mandate of the Legion, and
we are hopeful that you will support that sort of a bill. I have
not any idea when this honorable committee goes into executive ses-
sion just what sort of a bill you are going to present, and surely you
would not want me to express myself as being for or against some
other measure and then find myself in a position that you have pre-
sented a bill which complies. I do not believe you want to put me
into that sort of a position.
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Senator Bamey, T have received a good many  petitions from
soldiers asking me to vote for the Vinson bill. I think we are en-
titled to know if they veally waut to have that or nothing,  Would
they want me {o vote for the Vinson bill knowing that the President.
is groing to veto it and then vote against the Harrison bill beeanse
they said to vote for the Vinson bill, or to vote against the Patman
bill beenuse they said to vote for (he Vinson Lill? You see, you
come here to tell us and we want to know.  You represent the
Logion, and we are acting in gowd faith,  We really would like to
have that elear.

Mre, Brrorano, We have presented ity and § think the chairman
suggrested that the committee would give consideration to the Vinson
bill.

The Cosmesas, The committee will give consideration to all of
these bills.

Senator Bamey, Do you want us {o vote for that?

Mr, Bincraxo, Yes, sir,

Senator Baney. And nothing else?  Will we satisfy the demands
of your vrganization as represented by you in voting right straight
down the Tine for the Vinson bill, and (hen voting against all others?

Mr. Berorano, We helieve that in the support of this sort of legis-
lation that, in fact, it will pay the certdieates and complete the
program.

Senator Baey. You mean, vote for the Vinson bill?

Mr. Brngrano, Yes, sir,

Senator Bamky, f we do that and vote against all others, will
we be acquitted—will we then have done what the soldiers of the
American Legion want us to do?

My, Bersraxo. Ido not believe anyone will be acquitted until the
cortificates arve paid: and if we can vote on the sort of bill that
will pay the certificates and eliminate the question, then of course
the question will be elosed forever,

Senutor Bairey, Undoubtedly; but just imagine that I vote for
the Vinson bill, and the President vetoes it, and the veto is sus-
tained.  What good have I done to the veterans{ [ want to do
something for them.  What good would that ‘do?  We look at it
practi -1y from where we are. We have got to vote. We would
like to gratify the wishes of the soldiers, but we do not want to
get into a blind alley, and 1 do not want to make a gesture at their
expense, I do not want to vote for a bill whicl will be vetoed and
then defeated. That is just a gestuve for my benefit and does nov
help them.

Mr. Bererano. That is what we arve interested in. We do not
want to leave the veterans of the country th a blind alley. We are
asking you to support a bill which can in effect become the law and
pay the certificates. If you support any bill which will become a law
and which will pay the certificates, of course the veterans will be
;ntlisﬁml. but they. of course, request that the certificates be paid in
ull.

Senator Baitey. So you dismizs the mechanics and just say we
should vote for the best bill that will serve the soldiers?
b'l}lh" Beraraxo. Which we believe is along the lines of the Vinson

ill.
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Senator Barky., One that will pass that will be satisfactory.

Mr. Berarano, A bill which will in effect become the law.

Senator Banay, Yes; that is right,

Senator Gore, If you were a member of the Senate and conscien-
tiously opposed inflntion, believing it was dangerous, and were un-
willing to embark npon this experiment. of resurreeting or restoring
the price level of 1926, wonld you, acting upon your oath and respon-
sibility ns o United States Senator, vote for the Patinan bill or
against it?

Mr, Brrorano. You do me n great honor, Senator Gore—

Seuator Gork (interposing). And yon do me a great service by
answering, | Langhter.)

Mr, Benarano. I think 1 should do this: First of all, T would
divide the question. T would not burden s soldier and pnt upon
Lis neck that other controversial question, which, indeed, is even
more controversinl than the payment of the certificates as a whole.

Senator Gore. I agree with you there,

Mr. Bererano, And if you divide that, Mr. Senator, and then if the
Congress of the United States feels that there should be any changes
in the banking laws or the monetary system of the country or any-
thing else, certainly it is the prerogative of those who represent
the people of the United States here to take that subjeet up and
to pass any kind of a law that they deem necessary for the henefit
of the Nation as ¢ whole: but why put these two questions together
where one or the other may suffer and the veterans again will be
out on the end of a limb and not receiving their money in payment
of the certifiente ?

Senator Gore. T do not know; and I do not impute anv motive
to anybody. because T do not know, Tf this Patman bill passes,
and if it did not pass over the President’s veto, another bill will
be passed just before the next campaign—if vou know what I mean,
If this thing is paid off, this issue ix gone.

Mr. BeraraNo, We would Jike to have it paid off and gone, Mr,
Senator.

Senator CoxyNarey. T do not want to be insistent about this: but
I think, in fuirness to this committee and to Congress and to every-
body else—we want to know what the attitude of the veterans'
organization is and not what it will be. We wan! to know what
their attitude will be today. Let us suppose that in the Senate a
motion is made to substitute the Vinson bill, and it is voted down,
and then there comes up a vote on the Patman bill.  Shall we vote
for it, or shall we vote against it?

Mr. Berarano. As far as the American Legion is concerned, we
respeetfully ask you to vote for a bill that will in effect decide
this question once and for all so that we may know just exactly
what the intent of hoth Houses is in connection with the payment
of these certificates aside from any other matter, ’

Senator Coxxarny, I decided the question for von. I had the
vote come first on the Vinson bill, and they voted it down.

Mr. BeLeraNo. Yes, sir?

Scnator CoNNaLLY. And then it came on the Patman bill. Shall
we vote “yes” or “no”?



(BB PAYMENT OF ADIUSTED SERVICE CERTIFICATES

Mr. Brrarano. You ean vole uny way you want to on that bill,

Senator Connatny, Of course, U ean and 1 expeet (o, But what,
ix the attitude of the Legion onitd 1 want to know,

Mre, Brvawano, Senntov, after we have pot ap all of (he fight {hai
we know how fo put up in the passage of a Bill which we belieyve
will pay the cortitientes, and then after that (he tight is gone as far
as the Logion is concerned, and wny other method that you ean find
for the payment of the cortifieates, surely the men in the field want
their money, and af you believe, it the Senate helieves, that there
s any other method throngh the Patman vehicle,or any other vehicle,
that you ean pay the covtifientes in the passnge of that law, cortainly
we will not oppose your continuing to try fo pay those certifieates
through =ome other vehiclo,

Senator Conyatey, Then von wourld be for the Patman hill nfier
the Vinson bl is voted down?

Mo Brranaso, b have answered the guestion, 1 helieve,

Senator Consana, s that your answer?  That you would vote
for it

Mre. Brreraso, would gse all of miy good etforts to tind o method
to prss a bill which would pay these certitieates, und we helieve that
the Vinson plan is the plan for that.

Senator Conaanny, L vou were o Senator, as Setator Gore sayvs,
and could not avswer that better than you have new, vau would be
i a devil of a tin when they ealled the voll, | Langhter]

The Cauvusman, Thank vou very mnch.

Senator Bracn, 1 just want to ask yon one question, IFrom your
trip over the countrey and your contact with the seterans, and yoine
knowledge of the tight that was long continued on this issue, do yon
believe that the veterans of this country will ever be satisfied, or that
this tssne ever will be perinmnently settled until each veteran receives
100 cents on the dollar for each cortificate that he lins veceived?

Mr. Brienaxe, 1 do not,

Senator Bracw. Po vou believe that if any compromise is effected
which reduces it one dollar that it will continue to he an issue the
next day, the neat week, the next month, and the nest vears with the
voterans?

Mr. Reranano, T believe it will,

Senator Gowr, That feeling and desive on the part of the veterans
to be paid now instead of being paid in 195, that is not peculiar to
the veterans,  Auvbody or any groups of hnwan beings who have
their choice wourld rather be paid now than in 1945, generally
speaking,

Mr, Brraraxo, That ts vight, T think it i~ probably more acute
with the veterans because of the fact that this has been wowmatter
that has had =0 much controversy during the past few vears,

Senator Cragk, Also, it ix more acute with them beeause they
foel they should have been paid in 1918,

Mr. Brronaxo. That is vight, Senator,

The Cuagaan. Thank vou very much,

(Following i~ the statement of My, Belgrano to be inserted in
record 1)
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Apbiesn ON Angvnrey Newvicr Cevreioate oy Hos, Fru Visson, M. €. Brroke
HIOUKE, 01 REPRESENTATIVES, MARCI 19, 19035

(1% 4140, Congressional Reeord)

My Chalemun, 1o happy tat T enn agree whith the distingatabed gentlemmn
from "Cexas [Me. Patman), who has Just proceded ane, thit in s legislalive
bl there b no feellug of unfelendliness between \AWrlght Patinnn and nyself,
We have heen ghting together for any yenrs here fn behialf of veterans for
the Dituedinte pusent of (e bonas agalane b the so ealled 2 eeonomy BT sined
nlt other legislation affecthee seterans. Wee e len s fricemils wse wild
cantnue 1o e o,

Mr. Chintvman, Hoso huppened that dnoany lirst coslop psoo Member of thi
hody the ovighml AdJustod Serviee Compensution Acl swas pusaeed A4 nocun
Member, Fovose fnomy pliuee nned bedsted Tnoa o wenbo volee thid whiet the ~aidjer
swirtibed swnscn eashe e ttiement of Hhe gl s teel serviee pay F hisve e cevern)
campabg for yecloction inece thiet thee, and o eael bictanee | bave taken the
pocition Ot the xervices rendered by the Werld War voeteran were per onal
anct that They were entitled to be paeked i cash, ns other adju tinents swere paid,
My record bas nlwask heon aued o consbetent a0 this peapecs. Mo expaess
pledees i Four cimpiign < prior to the eloction of aue Preddent D o tred
me fo iy constituents on veterans' begishntboor, Tuoevery respect §osield to 30
Member byomorve loyal support of onr Prevident o the © g deal ™

PART FATLVREN

Boas trne that 3 bnhored sith oy rienst the pentleman from Fexas [ Mr.
Putinan | In two former Congreszes (o the pasiuent of thee s juded seryvies.
cortiBentes fn bills carrying his vome, pamely, FLORL 7726, 10 the Seventy-
sevcand Congress, and Ho R a0 the Seventy third, 1 would =ay to the zentle-
it and to the membership of this Fiouse that these two bills, nelther of
which were fuvorably reported from our commites, pugsed the flotse, went to
the Nenate, il there wore Lidked, The fle=t bill JE0 WL 7726, peceisved 1%
vores o the Sepate, aod the cabjeet mretrter of FORC b bn the last Caongrress,
the Reventy thivd, had 4 sotims fn the Senste the Jast time on Juane 130 V08,
he st voles they conld muster i the Sepate wis 310 This Jisst sote was g
" R

When thin Congress convenced, wilh sl swere woe canfronted’s  Were we vy
Gke o cnrreney expinsion biloan Dltgon peensnie: st shyaugh vhe Hon
sl seec jE defeated S the Sepnte, then go Lomng ta oy woldier cogistitaenes andd
cav CWell, bayss swe foael g ool flzhits W Rept the fabth, W juiseed it
throwzh the Haouse, bur soe conld pot cantenl the Sepaie” Then hatve the
caslepayment besue with s inoanother compaizne Me Clden o, see hondo
not tool the saledior, T odo pot Lelivve there are mny Methers of this T{ong<e
who Lpve thix porpose, bt et e cay o con that §t regoites more thnn 31
votes (oo pass o bl in the Senctes  TE reguises more thin teice this nusher
ter overvide i posstble veto,

T subimit that when §otake my present position on the fleor teeday 1 o in
1o wise incmsfctent, T oginve the Potnan bills oy sl in 1o former Cone
grosses, The Record wil! hear ine ot T o swill ake the hedrings before the
Ways and Means Committee ju 1932 voun wiil find that § coave gas 1)) <upport
to dne hwen plan whick changed the ouer aechanios oo thost Patman
hill.

TiHE BILL 1L B .s06

The bill, TR, 38496, i< the first measure providing for the Sumediare cash
pnyment of the adjusted-servies certificates that has over been £ vorahly re
porteit hy the Committee en Ways and Meuans, It i< the first time that any

immediate cashi-payment proposat hiod heen considered by the Ways and Means
Committee solely upon its own merit~, oml this i< the first vime Congress las

had the opypertunity to vote upon imnestiate cash payment divors ed fron other
logislation,
SECTION 1
In this section the adjusted-serviee certificates are declare! immedintely

payable upon surrender of the certificntes and all rights thereunder. with or
without the consent of the heneficiary thereof. The amount of payment shall
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be equal to the face value of the certificate, subject to any loan that may be
made upon the certifiecate. The payment made, therefore, would be the dif-
ference between the face value of tue certificate and the principal of any loan
made thereon,

SECTION 2

Any interest thut has been or would he charged against the fuce value of the
certificates either shall be canceled or not so charged. Any interest on any
such loan payable to any hank or trust company shall be paid by the Ad-
ministrntor of Veterans' Affalrs.

BECTION 3

(a¢) This section provides for the manner in which applicutions for puy-
ments may be made and filed either personally by the veteran or, In case of
physical or mental inenpacitation, by the proper repr exentative of the veteran,

(b) If the veteran dies after application is mude und betore it is filed, it may
be filed by any person, If the veteran dies after the application is m.ulu it
shatl be valid if it bears the bona fide signature of the applicant, discloses
the intention to claim the henefits of this aet, and is tiled before the maturity
of the certificate,

If the death occurs after the application i made or filed, but before the
recelpt of puyment under this aet, puyments should be made to the benefiviary
designated,

() Where the records of the Veternns' Administeation show that an apptica-
tion hax been filed hefore the maturity of the certiieate and, for any reason,
the application cannot be found, such application shall be presumed, in the
absence of affirmative evidence to the contrary, to have been valid when the
application was filed.

(d) Ivovides that a veteran who has not heretofore made application for
the adjusted-service certitiente shall have the right to make such application
and to receive either the adjusted-service certificate or cash payment under
this act,

BECTION 4

This section extends the time from Junuary 2, 1935, to January 2, 1940,
far applying for the henefits of the ndjusted-service cortificates and the benefits
under this act,

SECTION &

Uik seetion is the usual wuthorization for an appropriation for such amounts
s may be necessary ta carry out the provisions of this act,

SECTION G

This states that thix act may he cited as the © Emergency Adjusted Com-
pensation Aet, 1935."

It will be seen from the foregoing that 1L R, 3806 provides for the immediate
cush pagment of the adjusted-service cortificates, for the eancelation of interest
on loans acerued and 1o acerne, and farther, for the extension of time in which
applications for the beuefits hereunder may be filed,

ONED OBJECTIVE==IMMEINVTE PAYMENT

I 1L 3896 hus ene objeetive and one objective alone, It provides for the
immedinte cuxh payment in full of the adjusted-service certiticates, the ean-
celation of interest, and the extension of time within which to make applica-
tion for the benetits,

My friend Patman’s latest bill, his fifth bill on the subject and his seventh
plan, L R, 1 in this Congress, has fwo ohjectives, T am toking the titte of
the bill: T am taking the subjeet matter of the hill, and T submit to you
there can only he one conclusion, namely, that it has two objectives-—one, the
immedinte payment of the certificates, and, two, controtled expansion of the
currency,

If there were any doubt as to this conclusion, I would turn to pnge T4 of
my friend's appeil to veterans, I would read the lnst sentence of that docu-
ment, the words of my friend Patman:
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© Let ux kill two birds with one stone——pay the certificates 1 1 restore the
power o the Government to issue money and regubnte its value.”

Mr, Chajrman, 1 fear this s what the Patman bill witl do—kill two birds
with one stone—-hut the trouble is it is striking at the cause of the soldier
and it g steiking at the canse of coutrolled expansion. I fen he has builded
better than he Knew, and that this measure wouhl kil these two birds with
one stone.

We should he practical. We should recognize the conditions that obtain
foduy, and 1 say 1o you in a1l eandor, in all friendliness, that the Memboer of
thix body who puts controlled expausion or inltation tirst should vote for
IL R 1 T submit fo you in the same breuth that if you believe in the pny nicnt
of the adjusted-service certificntes, In my judgment, H, R, 3806 is the s(rongest
vehicle o attain that end.

Fhere hax been no effart made in the Senale of the United States in this
sessfon,  The question is asked, Why has ne bill been introduced there? ™
Wiy, (hat is pifife.  ‘That is fizzledust, ay we would say in Kentucky, I could
say they await the puss 1 that they will take this bill that
has the endorrement of the American Legion, whose help is spurned by some
today. 1 submit that the strenzth of the American Legion ought to be
welcomed in the eance of paying the soldior the aljusted-serviee certificatoes,
In my service here, the Legion has always been in forefront in the cause of
veteruns.  The term “Legion ™ and “soldiviz " are alimost synonymous,

In splte of all attacks, it should be remembered that the voice of the Ameri-
can Legion is the voive of the Americon ex-soldier, Thix organization repre-
sents in its highest and best sense, the finest type of Americanism. It has
beett insinuated that they have hercetolore opposed the payvient of the botus,
At Miami they approved the innnediate payment of the bonus with the least
possible expense to the country, T have demonstrated that I, R, 2S5 best
and most reasonathly aeconiplishes the purpose of the Legion and the ex-seldier,
T'his is the only plan before you which accomplishes this plain objective,  'I'his
is the flrst DL which gives you the opportunity to vote for the soldier and
the soldier alone.

CASIT PAYMENT AND INFLATION SHOULD BE DIVORCED

Now, T had some persugsion with peference to my position in this present
Cimgress. It came from my friend, Wright Patman, himself. In August of
1934 he snid:

* I have bheen thinking for quite a long time that the proposal to pay the
adjusted-service certifientes chould be changed, if possible, xo that our advo-
caey of it will not he in eonflict with administration policies,

“Although we favor pure money expansion, the administeation ix opposed
to it aft this time, and the veterans are very much divided on it: <o is the
country. If {the bill can be changed so as to eliminate the possibility of infla-
tton, it oceurs fo me that we will strengthea our cause solely from the stand-
point of paying the veterans, We ean then endeavar to perstade the admings-
tration to expand the currency in another way, In the meantime, we wil! have
the uflition isene divoreed from the proposal to pay the adjusted-service
cortifientes,”

I would not @etraet from m one jota of the gratitude that seldiers <hould
heiar toward him, e is a strong, able advecate for them, At times some
peaple mizht {hink that he was an intlationist fivst, but I am not saving that,
I am not saying it, beeause I helieve in his heart of hearts he is the friend
of the coldier first. However, in the laxt Conuress, in H. R. 1. controled
expansion wus given first place in the title, and when you come down to the
conelusgion of the bill, which is the ecitation seetion, it was to he cited as the
* Controlled Fxpansion Act of 1933 It may have been s0 treated as a matter
of strategy. But the fact remains that the bill under consideration, H. R. 1,
differs very little from the H. R, 1 in the last Congress. If it were an expan-
slon bill, then we can well argue H. R. 1 today is inflationary,

Mr, PATMAN, Mr. Chairman, will the gentleman yield for a brief question?

Mr, Vinson of Kentucky. I yleld.

Mr. Parmax. Is it not a fact that the gentleman supported that bill?

Mro Vivson of Kentucky, T supported it whole-hearvtedly, because I, in 1932,
and in the Iast Congress, believed in controlled expansion of the currency.
I have not changed my mind on that issue. My thought is, I may say to the
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gentleman from Texas (Mr. Patman), that we ought to divorce inflation from
tLe payment of the bonus. We should not hang around the neck of the soldier
and put an added burden on him by attenipting to puss here a bill for curreney
expansion, or inflation, the same thing, particularly when it has not been con-
sidered by the Banking and Currency Committee of this House, My friend
Patman makes a better urgument tor divoreing the soldiers’ cause from inflation
than I possibly can.

H. R. 3804 I8 REGULAR, USUAL COURBE

avery time the bonus mutter has Deen up it has come up in an frregular way.
It has come up by the exercise of force, through discharge petitions in both
instances, and aut times almost intimidation. My friend is so adroit, so clever,
rhat as a4 lawyer he would attempt to sell to the country and to this House the
idea that H. R. 3896 is lrregular; that this is unuxual,  Why, Mr. Chairmun,
this is the regular way of legislating in Congress. Only two counnittecs of the
House have the power of appropriation—the Commiltee on Approprintions and
the Committee on Accounts,

The Ways and Means Committee cannot appropritte.  We come here regu-
larly with an asthorization to let the administration pay it as thoy choose, and
wy friend Patman woeuld say that because it did pot earry an appropriation
that semebody was shooting u (double curve. No one knows better than Patman
that such is not correct.

H. R. 1 MUST HAVE APPROPRIATION FOR FOUR SEPARATE 1ITEMB

In H. R. 1 you have four specific authorizations. You have four separate
instances in I R. 1 that require appropriations. In section 4, lines 16 to 24,
page 7, there are three specific items that vequire appropriations,  The language
clearly shows this. It is as follows:

“Amounts in the adjusted-service-certiticate fund arve hereby authorized to be
made available for the expenses of printing and engraving United States notes
fssued under this aet, for paying fractional parts of a dothnr which cannot be
pald in Unlted Stutes notes issned under the provisions of this act, and for
paying the principal and interest on or in respect of lonns pursuant to the
provisions of subsection (¢) of section 509 of the Worldl War Adjusted Com-
pensation Act, as amended.”

In section 2, on page 4, line 21 to line 2 on page 5, you have nn express
autherization,  This will require an appropriation for the amount of the notes
uxed. I want to read it, because if the Patman bill does hecome a law it will
have to go through the same channel, the same legislative procedure, that H. R.
3846 will have to go through., Here is what his biil snys on this point:

“The Secretary of the Treasury is hereby authorized and directed to issue
notes in su¢h amount as may be required to make such payment, and of the
wording, form, size, and denominations as United Stutes notes issued under
oxisting law, except that the wording thereon shall cenform to the provisions
of this act.”

It was thought by my friend Patman—and I grant you it was a reasonnhle
concluston—that there was no appropriation needed in this provision. How-
ever, my friend needs the sanie approprintion that we dJdo in 11 R, 3896,

No one ever attempted to deny that it required an approprintion. It was
the usual way of doing it. But he secures autherity from the 'Treasury that it
required nn appropriation. Now [ present my authority with reference to
the upproprintion items necessary for H, I, 1. I bring to you authority,
the Parliamentarlan of the House, the Chnirman of the Drafting Service.
Then I will read from a letter from the Sccretary of the Treasury, which was
written March 16, 1935, the same authority that the geatleman quoted. It is
ag follows:

“ My Dran Mg, Vixson: Responding to your oral inquiry concerning certain
phases of the bill to provide for the immediate payment of adjusted-service
certifientes (H. R. 1), there would, T am advized, be a necessity for an appro-
printion to render effective the provision in sectien 2 (a) of the bill for pay-
ment of adjusted-service eertificates, aud the provisions of section 4 of the
bill nuthorizing certain amounts to be made nvailable for expenses.”

The point T want to make is this: If anybody is attempting to shoot a double
curve, my friend Patman is attempting to shoot one of those Frank Merriwell
double-shoots,  [Laughter.]



PAYMENT OF ADJUSTED-SERVICE CERTIFICATES 123

Now, I do not mean that in n caustte way; I think he was honest; I think
he was sincere in making the stitement that his bill Jdid not require appropria-
tions, It shows that one wants to he eareful when he challenges another with
taking short cuts, .

I submit that the bhill H. I 3806 < the regular and usval way of getting
legislation before this House, and that H. R. 1 is frregular and the unusual
way of doing it.

CITARGE OF “* DANKERS' BILL ™ ABSURD

There is 0 ditference between a lawyer presenting his case to folks who are
not thoroughly familinr with the technigue of the subject, between a Lowyer
presenting his case to @ jury whom he micht temporirily fool. and comit
bhelore committees of the House and before the House itself and making states
ments of the same tenor,  Over the riadio we have lstened to that mellow
voice of my triend fusplendid Tawyerlike tashion talking about the = haukers’
bill.”  He talked about the bankers taking shetrs and ¢lipping coupons, and
even last week, after my friend had appeared hefore the Ways and Means
Committee and had pot said a single word about a * hunkees' bill ™, we Leawd
Iim today say that it was a bankers' bill,

Me, Pararax, Mro Chairman, will the gentleman yield?

Mr, Vinsox of Kentueky, Yes,

Mp, Parman, The gentlemim realizes that 1 was under certain linititions
in the committee, where I could not preperly protect myselt, | Laughtei]

Mr., Vinsox of Kentueky, Oy 1 never knew the gentleman to he limited at
any phice anywhere, 1 complimented the gentleman on that oceasion, and 1
compliment him today. 1 compliment him on the fact that when he faced Mr,
Belgrano before the conunittee he did not characterize this as i bankers’ bill”
or as a v Belgrano hill”

My, Brantos, Mre, Chaivman, now will the gentleman yield?

Mr. Vinsox of Kentucky. Just a moment, please, 1 am not going to he
interrupted, my dear friend, Why characterize it as a * bankers' bhill™? The
purpose was (o arouse in the minds of the American listeners and fu the minds
of the members of this body an antagonism to this bill,  Some folks are even
antagonistic 1o anyone who is acquainted with & hanker.  * Why, the bankers
fuailed us in our dark hour ™, they say, They did not have as much sense, ay
much business acumen as we had attributed to them, and eonsequently when
the banks were closed and people lost thejr money there avose a natural
resentment against the biankers,  No one knows it better than my friend from
Pexas (Mr. Patman), no ane knows more than he that the use of a browmide
is more powerrul in inflaming emotion than an appenl to the intellect, uire-
ticularly when it will not stand the serutiny that geutleren of the Houxe and
Nenate can give it

Because IFFrank Belgrano worked in o bank and fater was casbler of a
bank, anag then through his own cfforts was elevated to the vice presidencey
of a bank, is no reason to say that this ix o hinker's bill. Thisx is the swme
Belgrano elected national commander of the American Legton at Miami where
my friend Patman was also present, I say to you that it is not a banker's
bill, uniess Wright Patman’s bill, the tirst one he ever introduced, was a
bunker's bill,

THE FIRST PATMAN BILL, H. R {43, SEVENTY-FIRRT CONGRESS

My fricnd Patman calls the Vinson bill a “ bankers' bond bill” T wonder
if the bill which he Introduced on May 28, 1320, in the Seventy-first Congress,
could ximitarly be sald to he a * hankers’ bond bill.” 1 grant bim that in this
flest M1l which he introduced, he had only one thought in his mind at that
time; It was the immedinte payment of the fuce value of the adjusted-service
certificatos,  In that bill we find our friend seeking one thing, having one
purpose anid one objeetive, namely, the immediate payment te the veterans
of the fuce value of their adjusted-service certificates,

How was this payment to be made? I will not use my own language to
answer this question, I will quote from section 2 of that bill, which was
introduced by Mr, Patmuan:

Y 8EC. 2, The Secretary of the Treasury is hereby authorized to issue bonds
in such amounts as may be needed to carry out the purpose of this act. Such
bonds are to be known as *adjusted-compensation bonds’, to bear such rates of



124 PAYMENT OF ADJUSTIED-BERVICE CERTIFICATES

interests as the Secretary of the Treasury, in his dlscretion, may determine, and
to be redeemable in 15 years after the passage of this act.”

Not only was there a specific authority to issue bonds to provide the money
for the cuxh payment, but the interest rate was left up to the discretion of the
Secretury of the Treasury. If my memory serves me correctly, the then
Secretary of the Teasury was none other than Andew Mellon, the personal
object of our good friemd Patman's wrath throughout a period of years, Not
for one moment can I believe that my friend Patman would prefer to trust the
discretion of Mr. Mellon in tixing interest rates upon bonds to the present
Secreinry of the Treasury, the abie and distinguished Henry Morgenthau,

1 cannot believe that he would be adverse to vesting Mr. Morgenthau with
the sume power he would have given to Mr, Mellon,

THE SECOND PATMAN BILL, H. K. 1, SEVENTY-SECOND CONGRESS

When thix bil}, the fiest H. R. 1, appeared in Congress, introduced by my
friend Patman, it had only one purpose and one objective. It was * to provide
for the immediate payment to the veterans of the face value of their adjusted-
service certificates.” This bill was introduced on December 8, 1931, in the
Seventy-second Congress. There was no controlled expansion or controlled
inﬂ:n]iun in that measure, Tts method of payment, as contained in the bill, was
as follows:

“NEc, 2. There is authorized to be approprinted such mnounts as may be
necessary to carry out the provisions of sections added to title V of the World
War Adjus-td Compensation et by section 1 of this Act, Amounts now or
hereafter in the adjusted-service certitieate fund created by section 5U5 of the
World War Adjusted Compensation Act, as amended, are authorized to be made
available for the payinent of the tuce value of the adjusied-servive cortificates
under section S04 or 310 of such Act, ax amended.”

The method of finaneing the payment carried in the foregoing is like the
method carried in my bill.  The issuunce of bonds, carried in the first bill, was
dropped, and in its stead there was inserted the usual, regular provision au-
thorizing the appropriation of such amount as was necessary to puy off this
debt. There was no suggestion that the debt was to be puid through any
issuance of currency. There was only one ohjective in this bill, and that was
the payment of the debt to the veterans, just as Uncle Sam pays any other debt,

No member of the American Legion or anyone else ever charged this “a
double curve,” It was the regular way to do the job.

THE THIRD PATMAN BILL, H. R. 7726, SEVENTY-SECOND CONGRESS

To provide for the immediate payment to veterans of the face value of their
adjusted-service certificates,

on Jeanuary 14, 19320 in the Seventy-second Congress, my friend Patman
introdueed his third bonus measure,  Its stated purpose was “to provide for
the immediate payment to veterans of the face value of their adjusted-vervice
cortiflentes,” Tt was in this measure that Mr. Patman was endeavoring to
change, in conjunction with the bonus payment, the monetary system of the
United States” Tle desired to pay the certificates with Treasury notes. I
quote section 2 of this bill;

“REc. 20 Payments of the face value of adjusted-service cortificates under
section 50O or 510 of the World War Adiusted Ceompensation Act, as amended,
shall be paid in Fresxsury notes, The Secvetary of the Treasury of {he United
Ntates ix hereby nutharized to have engraved und m inted a sufficient .\mnunt
(:f Treasury untes, in the denominations of 81, $2, $5, $10, $20, 325, $50, $10(

SO0, KTOHNH caehs =ueh ‘Treasury notes shiall be full legal tender, nonintmver
11(\11’111'.'. exempt from all faxes, iueluding Federal, State, and subdivisions
thercof.”

I wonld call your attention to the fact that this was a curreney expansion,
an inflation measure without brakes or control. It was, according to the
testimony before our committee, uncontrolled inftation. The avowed purpose
of the hill was to pay off the adjusted-service certificates. For the first
time there was loaded onto the backs of the <oldiers the question of inflation.
There was no method suggested or devised to contract the currency if, with
the issue of these Treasury notes, inflation wonld have gotten out of bounds.
This was the bill which received consideration by the Ways and Means
Committee in the Seventy-second Congress. It was the original language in
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section 2 that drew the fire and criticism that caused expressions of * green-
backs ", “flat "', and ' printing-press’ money to be used and which did tre-
mendous damage to the cash-payment cause.

THE OWEN PLAN (THE FOURTH METHOD)

[t was while these hearings were progressing that ex-Senator Robert L.
Owen prepured an amendment which was submitted to the committee with
Mr. Patman’s expressed approval, The hearings continued with the opponents
still talking about the original language, and those of us who favored the cash
payment supporting the Owen amendment, which, for information, I quote
in full:

“ NEc. 2. Payvment of the face value of the adjusted-service certificates under
sectfon 309 or 510 of the World War Adjusted Compensation Act, as amended,
shall be paid in Treusury notes.

* The Secretury of the Treasury is hereby authorized and directed to issue
United States notes to the extent required to make the payments herein
authorized. Such notes shall be legal tender for public and private debts and
printed in the same size, of the same denominations, and of the same form
as Treasury notes, omitting the reference to any Federal Reserve bank,

‘“ He shall place such notes in the Federal Reserve banks, subject to the
order of the Administrator of Veterans' Affairs, to be used for the purposes of
this Act.

* He shall issue a like amount of United States Lunds bearing 3% percent
interest, payable semiannually, with coupons attached, and such bonds shall
be due and payable in twenty years from the date of issue, subject to the
right of redemption after ten years.

** These bonds shall be deposited in the Federal Rescrve banks, as the agents
of the United States, in approximate proportion to their current assets at
the date of the passage of this Act.

“In the event that the purchasing power of the dollar in the wholesale com-
modity markets, as ascertained by the United States Department of Labor,
shall at any time fall as much as 2 percent helow the average value of the year
1926, the Federal Reserve Board, by resolution in writing, may direct the sale
to the public of such portions of said bonds as may from time to time be neces-
sary to restore the purchasing power of the dollar to the normal standard of
1

“ Such currency received for such bonds shall be exchanged for the notes
herehy authorized to be issued and they shall be returned to the Secretary of
the Treasury for cancelation.”

At the conclusion of the hearings the Owen amendment was offered in lieu
of section 2 of this bill, It was voted down, as I recall, 14 to 11. Then the
majority of the cominittee voted to report adversely the original Patman bill,
H. R. 7726, 14 favoring the adverse report and 11 voting to report it favor-
ably, with the purpose expressed at the time of the vote that the uncontrolled
inflation section would be stricken out and the Owen amendment ioserted in
lieu thereof. I filed the minority report which was signed by nine other mem-
bers of the committee, We stated specifically in the report that—

“The so-called ‘Owen plan of payment’ would be proposed for adoption
under the Patman bill in lieu of section 2 thereof should the bill be consitlered
{n the House.”

When the bill reached the House, Hon. Heartsill Ragon, then a Representa-
tive from Arkansas and now gracing the Federal bench, offered the Owen
amendment in lien of section 2 of the blll as originally introduced. It was
adopted and was in the bill when it passed the House oun .June 15, 1932,

Referring to the Owen amendment, it is very plain that the methods used
had brakes against a runaway currency, It had specific control features. It
called for the [ssue of bonds in an amount equal to the Treasury notes used,
hearing 314-percent interest, payable seminununally, with coupons attached.
They were not to be sold unless the Federal Reserve Board might desire to
prevent undue inflatfon.

THE FOURTH PATMAN BILL (THE FIFTH METHOD), H. R. 1, SEVENTY-THIRD CONGRESS
This bill was Introduced by Mr. Patman at the beginning of the last Congress,

It passed the House March 12, 1034, failed to pass in the Senate, receiving a
vote of 31. The first ~ection of this bill is ldentteal with the second Patman

130434—35——4
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bill, and the first section of the third Patman bill. The Owen amendiuent was
not included in this bill. It had an entirely different method of payment, no
hearings were ever held upon it. TFor the purpose of being exact, 1 include
sections 2, 3, 4, and 5 of the bill:

“SEc, 20 (1) Payment of the face value of adjusted-service certificates under
sections 509 or 510 of the World War Adjusted Compensation Aet, as amended,
shall be made in United States notes not beuring interest. The Secretary of
the Treasury is hereby authorized and directed to issue upon such notes in such
amount as may Le required to make such payment, and of the same wording,
form, size, and denominations as United States notes issued under existing law,
except that the wording thereon shall conform to the provisions of this Act.
The Administrator of Veterans’ Affairs and the Secretury of the Treasury are
hereby authorized and directed jointly to prescribe rules and regulations for
the delivery of such notes in payment under section M9 or 510 of the World
War Adjusted Compensation Act, ns amended.

“(b) United States notes ixsued pursuunt to the provisions of this Act shall
be lawful money of the United States nnd shall be maintained at a parity
of value with the standard unit of value fixed by law. Such notes shall be
legal tender tn payment of all debts and dues, public and private, and shall be
receivable for customs, taxes, aidd all public dues, and when so received shall
be reissued. Such notes, when held by any national-banking assoclation or
Federal Reserve bank, may be counted as & part of its lawful reserve. The
provisions of sections 1 and 2 of the Act of March 14, 1900, as amended
(U. 8. ¢, title 31, sees, 314 and 408), and section 26 of the Federal Reserve
Act, ax amended (U. 8. C., title 31, sec. 409), are hereby made applicable to
such hotes in the same mitnner and to the same extent as such provisions apply
to United Statex notes,

“SEC. 3. (1) Whenever the index number of the wholexale all-commodity
prices rises above the index number of such prices for the years 1921 to 1929,
as compuited by the Bureau of Lahor Statisties of the Department of Labor,
notwithstanding any provisions of law to the contrary, the following methods
for contracting the issues of currency in the United States shall be in force
and effect, in the manner and to the extent preseribed in subsection (b) of
this section:

(1) Abotishment of the circuliation privilege extended to certuin honds of the
United States under the provisions of scction 28 of the Federal Home Loan
Bank Act. and retirement of such bonds as security for circulating notes as
rapidly as practicable.

*(2) Termination of the issuance and reissuance of nationul-bank circulating
notex gnd the yretirement of such notes from circulation as rapidly as prac
ticable,

“(3) Termination of the issunnce and reissuance of Federal Reserve notes
secured by direct obligations of the United States.

“(4) Tormination of the issunnce and reissuance of Federal Rescrve notes
secared only hy gold or gold certiticates.

“(5) Termination of the issuance and reissuance of Federnl Reserve notes
securetl by notes, drafts, bills of exchange, acceptances, or bankers' nceeptances
which are not issued in direct benefit of commerce, industry, or agriculture.

“(b) Any sach method of contracting currency issues shatl he applicable
when the Secretary of the Treasury flnds thai its application is necessary In
order to waintain the index number of wholesale all-commadity prices at the
approximate level of the index number of such prices for the years 1921 to
1929 and issues an order setting forth sueh finding, Each such order shall
prescribe «uch rules and regulutions as are necessary and appropriate to carry
out the provigions of this section with respect to the method of contraction
made applicable in the order. The Secretary shall make such methods applic-
able only in the order in which they are set forth in subs o (m () of this
section, but he shall make such methods applicable ax rapidly us may be neces-
sary to carry gut the purposes of this section. When any such order iy fssued
with rexpect to Federal Reserve notes, the Federal Reserve Boavd shall tuke
sueh action ax may he necessary to facilitate the enforcement of the order.

» 8EQ, 4 Section 505 (autherizing annual appropriations ending with the year
146 for the payment of adjusted-service certificates) of the World War Ad-
justed Compensation Act, as amended, except the fivst sentence thercof, is
hereby repealed. Amounts in the adjusted-service certificate fund are hereby
authorized to be made avuilable for the expenses of printing and engraving
United States notes issued under this act, for paving fractionnl parts of a
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dollar which cannot be paid fn United States notes issued under the provisions
of this act, and for paying the principal and interest on or in respect of loans
pursuant to the provisions of subsection (c¢) of section 509 of the World War
Adjusted Compensation Act, as amended.

‘' 80, 5, This act may be cited as the ' Controlled Expansion Act, 1933,

This bill did not have the control features set forth in the Owen plan.

I would point out to the committee that it was not until the Patian bilt no. 4,
which was, in many respects, different from uny other bitl which he had
theretofore introduced, that, appearing from the languige of the bill, the con-
trolled expansion of the currency feature became predominant.  As a miateer
of fuct, I would not say, even with the language that Is confronting me, that
the immediate cash puyment of the bonus had been subordinated to his views
of currency expansion. 1 can saty that my friend bad given tremendous study
to the question of money and bad become quite learned in the question of
mouney mechanics of our country, and, some wmight say, that in this hill con-
trolled expansion dwarted his first notlon ¢f immediate caxh payment of the
adjusted-service certificates. I will not say thar. It muy be that he thought
it was the strategic thing to do, but the fact remains that the title of the bill
was in this Jaunguage:

To provide for controlled expansion of fhe currency and the imwediate
payment to veterans of the face vilue of their adjusted-service certificates.

Then. in the citation section, we find that the author of the bili stutes that
“ this act may be cited as the * Controlled Expansion Act, 1933~

THE ¥IFTH PATMAN BILL (THE BIXTH METIiOD}, H, R, |, SEVENTY-FOURTH CONGRESS

To provide for the immediate payment to veterans of the face value of their
adjusted-service certificates and for controlled expunsion of the currency.

The fifth bill sees a change in title. Instead of controlled expunsion of the
currency being the first objective xet forth in the title, we see the first purpose
to be the immediate payment to the veterans of the face value of their adjusted-
service certificutes and then for controlled expansion of the ctrrency. The
citation section likewise ix changed.

The method of contracting currency is somewhat different from that which
was carried in Patman bill no. 4.

A short analysis of the methods providing for payment contiained in the five
Patman bills.

In order to boil down the foregoing analyses, may I say that the original
Patman bill, which we will for the purpose of convenience call the first Patman
MIl, expressly authorized the issuance of bonds to provide funds for the pay-
ment of the adjusted-service certificates.

The second Putman bill would have financed the payment in the exact way
that my bill would finance this payment,

The third Patman bill originally would have financed the payment with
Treasury notes, withont any brakes on inflation, which many feared would
be followed by the issuance of this so-called “ printing-press money.,” It was
to this bill that the Owen amendment, which had the control fewsures, was
tacked,

The fourth Patman bill, to be cited as the * Controlled Expunsion Act, 1433,
«id not include the Owen amendment of his next prior bill, but wou'd have
contracted the currency in the various ways set forth therein.

The fifth Patman bill: While it deoes not follow no, 4, yet it is somewhat
similar to it.  However, with the Treasury order of Mavch 11, 1935, a wmate-
rial change in the situation is seen.

8o I submit that the statetient of our friemd that in the hook--his Appeal
to Veteruns—ihere was u different plan brings the total of plans to T. the
number of Mlils to 3, each one different. none written into law.

Mr. Paryan, Mr, Chairman, will the gentleman yield?

Mr, Vinson of Kentucky, Yes,

My, PaTyman, I invite the gentleman's attention to the fuet that Senator
Owen, who endorsed H. R. 7726 and subsequent hills, alko endorses our hill
H. R.1.

Mr. Vingon of Kentucky, Yes: but he dovs not say that it is nol a con-
trolted-expansion bill. 1 have here in my hand a mimeogenphied statement
which the gentleman today was kind enough to send out to Members, and
in the second paragraph he suyvs:

“ It could net possibly expand unjustitiably credit and currency.”
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And then he gives his rensons. In other words, Senator Owen does not say
thut it s not an expansion measure. He says, * It could not possibly expand
utjustifiably credit and currency.” Others might differ relutive to the degree,
I say to you that unless you divorce currency expansion from cash payment
you will have to go back and tell the hoys, * Well, we fought a good tight;
we «id the best we could; hut you haven't got your money yet.”

STABILIZATION GOLD IS NOT A RESFRVE FOR PATMAN MONEY

In this same memoruandum the statement is made from the steering com-
mittee:

“Any stutement to the effect that we cannot use $8,000,000,000 in gold to
keep our money on a parity is absolutely ridiculous.”

Who said that we could not use that guld? Who ever thought of sayiug
we could not use the profit gold as a reserve for currency? Nobody. But
we do say that H. R, 1 oes not use this gold; it is not tied up; it is not used
as a reserve; it is not a specific reserve for the currency tbat will be issued
under this bill. My friends, they talk about that $2,800,000,000 as though it
were a reserve behind currency. It is not. On March 11, 1933, they took
842,000,000 of it and brought it over and it will be placed behind Federal
Reserve notes as a reserve; but this $2,000,000,000 stabillization fund, the rest
of the gold profit, s not used as a reserve in Mr. Patman’s hill,

My friend Patman would issue 28 billions of new currency,

The gentleman from ‘Texas (Mr. Patman) made a statement before the
committee that he believed nll the securities of the Federal Governnient should
Leowithdrawn and curreney issued in lieu thereof, The gentlemun attempted
to do that on the tloor of this House when he would have limited the interest
on securities to one-half of 1 percent. Imagine $28,000,000,000 more in new
curreney wlen our present currency is $G,000,000,000. The gentleman goes the
Townsend plan $4,000,000,000 better. [Laughter.]

DISCONTINUANCE OF NATIONAL-BRANK NOTES

Now, I was talking a moment ago nbout this so-called * bankers' bill.” Ref-
crence was made to Frank Belgrano, a splendid gentleman, who, In my judg-
ment, is as sincere in this fight for the immediate cash payment of the soldiers
as Mr, Patman, mysetf, or any other Member of this body.

‘T'hen they tnlked ahout the bankers’ profit, You have not heard much about
that lately, but before the Ways and Means Committee it was pointed out at
thnt time that less than 3 percent of the securitles outstunding were used by
anr Government as n reserve for currency. It was about $883,000.000. That
wils hefore the gold order of March 11, 1935, When that order was issued, you
lifted section 3 (a) (2) from the Patman bill. I want you to understand
thix, please, Section 3 presumably contains the brakes that will control undue
inflation ; likewise, retires currency backed up by interest-bearing securities.
Why have hrakes, if no inflation? Section 3 (u) (2) deals with the termina-
tion of national-bank notes,

Now, they will go out of circulation in entirety by August 1, this year, When
they are gone you will have $877,000,000 of securities taken from belind cur-
vency und retived. That will leave you only $186,000,000 of securities behind
aht our currency. These are now behind Federal Reserve notes. Ninety-tive
percent of the reserves for Federal Reserve notes are gold certificates, The
onty brake left in H, R, 1 under section 3, or any portion of it, is the with-
druwal of Federal Reserve notes. The only money yop will save, this coupon-
elipping proposition, is the interest on $186,000,000, about 51% milllons of dol-
Inrs; $28,000,000000 of outstanding securities and $186,000,000 of securities
that will he behind the curretcy. Two-thirds of 1 percent of all United States
securities are used as reserve for currency, Where ure your millions in profit
for hunkers? It 18 so ridiculous it is fununy,

The CHMRMAN, The time of the gentleman from Kentucky (Mr, Vinson) has
expirerd,

§11~, DovenToN. Mr. Chairman, I yield the gentleman from Kentucky 15
additional minutes,

Mr. PatMAN. Will the gentleman yield for a question?

Mr. Vinsoy of Kentucky. I yietd.

Mr. PATMAN, Of course, the gentleman does not say that that is the only
prake in the bill?  Subsection 1 will terminate the issnance and reissuaunce
of Faleral Reserve noles,
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Mr, Vixson of Kentucky., No. T was tatking about sections 2 and 3.
My, ParMAN. Thut is only a small part.

PHANTOM BRAKES

Mr, VINsoN of Kentucky. Now, just to show you about that—I did not want
fv bring this up—but in a letter from the Secretary of the Treasury which
I received yesterday certain language was quoted from section 16 of the
Federal Reserve Act. That is my authority, and I quote from the last twa
paragraphs of this letter, because it is pertinent, proving conclusively there
is no added brake at all in section 3 of your bill, When you take out the
nutiongl-bank notes—and the gold order does that—subsections 1, 3, and 4
rive no added power to the Federal Reserve Board in regard to the contrul
of eurrency. I read from this letter:

* 1 will say, however, thut my understanding is that the authority to issue
Federal Reserve notes against the security of direct obligations of the United
States Is an emergency power, subject to termination by the Federal Reserve
Board at any time, und expiring in any event Murch 3, 1937, unless extended
by {(‘ongress.”

And, further:

“Again, the Federal Reserve Board is given the right in section 16 of the
Federal Reserve Act ‘to grant In whole or In part, or to reject entirely the
wpplication of any Federal Reserve bank for Federul Reserve notes,’”

Can you say now that the language in section 3 means anything?

SHOULD STARILIZATION FUND BE UBED TO PAY CERTIFICATES

I xaw {n the press the other day where a question was submitted to Mr.
Eceles and the gentleman endeavored to ask him about the validity of certuin
currency, to compare Federal Reserve notes with curreucy that was hacked
by this gold.  Of course, Mr, Eccles <ald that each was equally sound and valid,
but the point I make is that there is nothing done in this Dill with that gold.
The distinguished Members of this House from Indiapa, Mr. Greenwood, asked
the question:

Why can't we take the same gold and pay the certificates?

He was referring to this $2,000,000,000 stabilization fund. It is not for nmo
to xay how much, if any, of that stabilization fund should be put behind the
currency. My answer to that is that if the administration wants to do it,
it you pass, H. R. 3896, they can take enough of that gold to pay the bonus cet-
tificates in full without more ado,

The point i that this is a matter within their province. The stabilization
fund is doing a big job; it is an insurance policy on a large scale. The mere
fact that we have it makes Johnny Bull and others across the sea caution
in regard to their money operations; but if the administration wants to take
it and pay off the adjusted-service certificates, they can do so as soon as our
Ll §s paxsed.  No further authority would be needed.

HOW TO PAY IT

The question has been raised as to how this will be paid. Our friends op-
poxing this bill hotd up the question of taxes;: aud, of course, no legislator
looks with friendly mein upon taxes, Mr. Chairman, we ure going to be faced
with the necessity of ralsing some $1,800,000,000 to pay the certificates off «n
Junuary 1. 1943, You canunot pay them by hokus-pokus, Sometimes 1 feel
that some folks think they can, but I do not belleve they will be paid off by
hokus-pokux, presto chango, or legerdemain, You will have to raise $1,800,-
00000 iy January 1, 1043, to pay them off then, A continued payment into
sinking fund of $112,00,000 each year for the next 10 years would mean not
an added dollar of cost, This amount of money at interest for 10 yvears would
inererse to ntotal of $1,350.000,000.  Now, no ene on this floor will say that
Unele S, between nov and January 10 1945, Is going to permit the interest
on thie veterans' money to eat up the other half of the certificates. Justice
there s going to cost money, hecause the money that was lent to the veterans
“was taken out of the sinking fund, where it was earnjug interest, and loanel
ty the veterans at compound interest, This interest charge is now piling up.
Genernd Hines told us in 1932 it would cost $1,000,000,000 to cancel the interest,
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There ave $3,500,000,00 of certilentes outstunding, The veterans owe
$1,700.000,000 ; thix leaves SLE0OL000,/00 to be paid. Paying $112,000,000 each
year for the next 10 years Into a sinking fund, we are doing how, is not
adding one single dime to the backs of the taxpayers, and on Januuary 1, 1945,
Yot will have $1.350,000,000,  In 10 years the enrrying charges on $1,800,000,000
to pay the certificates at 3 percent are $HO000,000,  Add the $1,000,000,000
of interest that we are zofng to have to cancet to the $1,350,000,000 you wili
have $2350.000.000 on Jinuary 1, 1945 subtriacting $1,800,000,000 ensh pay-
ment leaves $850,000,000 to the good. The ¢nrrying charges on $1,800,000,000
for 10 years at 3 percent, $540000,000.  Subtracting $340,000,000 from $350,-
G0000 Jeaves $10,000,000,

Whatever you save in the rellef bhurden will be added to this $10,000,000,
If it be 20 pereent, that means $360,000.000 more saved; nll told, n savings of
W370,000.00¢.

Nponsors of this measure always think ibhout long-term. bonds and taxes.

While cur average Interest rate last year was 3 pereent, some short-terin
seeurities were sold for two-thirds of 1 percent; but 1 want to eall attention
of the House to the faet that in governmental financing it is very rure that the
full amount, in a case of this kind, would be raised by taxes in that amount
tn any one year.  Generally speaking, if it were to Le financed by a sule of
securities, o sinking fund could well be set up that would retire the securities
at such period ax the administration might desire,
Assume that the regolar ~inking-fund payment of $112,000,80 per year
Il be continued.  Ax heretofore shown, these payvinents would amount to
LAS000,000 on Junuary 1, 145, With thix sum of money on hand, without
any extra cost whatever to the taxpayer, hocause this amount must be raised
under exisiing law, it would be necessary to have $450,000,000 to retire
FLI0O0M0000, the lone-term securities, the proceeds from which paid off the
adjusted-service  certificates,  As 1 compute {t, it wounld take less than
$38,000,000 additional per yeuar to amortize this sum of $450,000,000 on Jan-
uary 1, 145, Assuming that 20 percent of this cash payment would he saved
from the velief burden, it ix gpparent that there would he no added costs,

Another way of caleulating it: It you subtract $40,000,000 rellef payvments
from the $1.800.000,000 paid the soldiers, you would have a remainder of
$1,400,000,000,  The nermal sinking fand payment of 112,000,000, per year, for
10 yoars comes within $50,000.000 of this sum. Carrying charges on the total
eash pnyment amount, plus this 50 million, woeuld He less than $600,000,000.
By this computation there would be a saving of approximately $400,000,000.

In these computations we have compated carrying charges on the amount
required to pay off the adjusted-service certifleates when, as a matter of fact,
the sum saved trom the relief burden should be deducted from that amount
and the aetual carrying charges would be on sueh remainder. That would
witke o very conxiderable saving over a 10-year period,

I am not sugzesting that the foregoing plan be adopted, but T am merely
puinting out that it ix not such a stupendous financial andertaking,

Assumibng that the interest on the loans ix golng to he eanceled, 1 repeat dhat
we ean save money by paying off the certilicates now,  But theve arve other
wayy of paying off the certificates under existing laws,  Senator Thomas sue-
cesstully procured the adoption of an nendment to the Agricaltural Adjust-
ment Act calling for the issuance of $3.000000,000 of notes like those in H. R, 1.
Nenator Thomas, one might say, is the father of inflation in these Inter days.
There ix no question hut that the certificates conld be paid under 1L R, 2806
with the wmoney autherized by the Thomas amendment if the administration
so desire. It eondd net he paid off direetly with these Treasury notes, heeause
they are to be used to retire interest-Bearing obligations, tat it would be a
simple matter to retire sach obligations with this moeney and thereby velieve the
debt strueture to the extent of §3.000000000, Therenpon the Treasury could
flont a K2000000,000 Issue, and with the proceeds fron 7 pay off the certificatos,

Referring to Nenator Thonas, i week or so ago he was reportend in the New
York Times with having urged monctiry caution.  Quoeting from the pres
report :

*Just how much expansion will he necessiey to bring about the 100-rent
dollar can onty be ascertained by experimenting.

“T do not think the amotint would be large, and by adopting a palicy of slow
and gradunl expanston no possible harm eould be done and no severe shock
would result to prices,”
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CASH BONUS HEID RISKY

*The payment of the honus in cash might go too far ", Mr, Thamax continned.
* Likewixe, the Frazier-Lemke proposal or the Wheeler Freasury note issue
proposal might reduce the value of the dollar fur below the 1928 level, thereby
causing an undesirable inerease in prices and lving costs”

Now, when the distinzuished Sepator from Oklithoma, the chief sponsor of
inflation, advocates caution when it comes to the propesed monetary changes
and he says we should go slow before we change the nwonetary system of this
country. I submit that the most rabid infationist in this Howse should stop,
look, and listen,

The administeation, under the Dies bill, could expand the curreney by fssu-
ing sitver certificntes to the amount of abour $LI0D.00LKKD.  They could do
that without additional legislation. ‘They already hinve that power.

If the administration so desireld, they coultt use the $2,000.000000 stibiliza-
tien fund—gzohl profit allocated for thisx specific purpose—and issue $5,000,-
OORLO00 of curreney and pay < F the saldiers’ cort'fheates,  In these los( three
measiures the administration pow has the power 1o expand the curretny
§O.800,000,000, or any part of it. Al these pawers have been canferved sitice
the first Patman bill passed the House; but the trovble is, so far as the
Patnuitn proposul is coucerned, that the adwinistration dovs not choose  to
exercise its powers of inflation.  Patman’s diffleulty is that they do not (hun\p
to pay thexe certificates through the infintion route.

A short time ago we authorized the issue of baby bonds. I swegest that
we can pay these cortiicates by sitle of these bomds, and with thelr proveeds,
pay off cortificates in the regular way. With the soldiers’ organizations, the
auxiliarine, the veterans and their famities, and rhe peopte who would be glad
to see them paid in cashb—perhaps some creditors—you could, la my opianton,
put on a campaign and setl $2,00,000,000 of baby Imuds. or at least a lavge
proportion thereof,

CONCLYSION

With onr- present policy of spending money, determined to inerease the price
level, and alt that =ort of thing, 1 beHeve the country wantr these wijnsted
certificates paid. I believe they recognize it is for personal services rendered,
I believe they want them paid, and paid new. I believe they want them paid
in the sume way that the war contractors were paid $3.000000000, In the
same way that the raiireads were paid $2,000,000.000, in the sine way that all
carrent obligations of Uncle Sam ure padd.

I submit in closing that the American people do not believe in vepudiation
of the debts owing to us by foreign countries for money and supplies recetved
from us to save their native lands from destruction. We generally talk in
angry tones about sach repudiation, yet we have repudiated a debt to our
very own.  Practically everyone wis cmployed during the war.  I'racticaily
every civilian employee, every corporiation connected with and used hy the
Federal Government in that war received adjusted pay in cash, except the
manpover that was called to the colors in that grave ervlsls, It ix our thought
that the adjusted-serviee certificate is an acknowledged debt. 1t is adjusted
paey for personal services rendered,  We can't get it out of our mind that the
men o wolhen who rendered the service are the ones who should recefve
the henetits of this adjustment in pay.

Alrendy 189,000 have passed to the great beyend,  On January 1, 1945, more
than 300,000 additionul will have failed to recejve adjustment in their serviee
pay.  In other words, on the technical due date, January 1, 143, more than
H00.000 Warld War veterans will have failed to get any personui benetit out of
(s adjusted-service plan.  The services were remdered more than 16 yeurs ago.
Using the aecepted adjusied-service pay, computing the interest in the same way
that Unele Sam has computed it against the soldier, the debt ix now past due,
In iy opinion, the Ameriean people do not want 1his det repudiated.

I vespectfulty submit that the Members of this House whe desire to do some-
thing for (he soldiers during their lifctime should take the strongest vehicle to
pay that debt, It was for this purpose that I introduced H, R, 3896, and I am
happy to preseat it to you for your serious consideration, [Applause.)
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STATEMENT OF HON. HENRY MORGENTHAU, JR, SECRETARY
OF THE TREASURY '

The CHAIRMAN., You know the matter that is before us, Mr.
Secretary. Will you please proceed?

Mr. MorGeNTHAT. Your committee has under consideration a nuni-
ber of bills proposing plans for settlement of the World War veterans’
adjusted-service certificate claims. I shall not attempt to go into the
merits of any of these bills or to analyze them in detail, believing
that to be a service that can best be performed by other officers of the
Government. The Treasury is, however, deeply interested in any
problems which involve additional or earlier expenditure of public
funds than those for which careful preparation has already been
made in Budget and financing plans.

I believe it is true of all the so-called “bonus settlement plans”
which you have had under consideration that each one of them calls
for greater or earlier palyments from the Treasury than were con-
templated in the original adjusted-service certificate plan and Eeag-
ments durin%the fiscal year 1936 for which no provision has been
made in the Budget of that year.

All of the financial plans made by the Treasury for the coming
year have been based on adherence to the President’s budget. More-
over, the credit of the United States Government de]ignds ve
largely, in my opinion, upon scrupulous adherence to the President’s
program.

Senator Bamwey. I dislike to interrupt you, but I feel that I must,
We have a bill now pending in the Congress, in the Senate, authoriz-
ing'u billion dollars in bonds. That is outside of the Budget, is it
not

Senator King. The so-called * Bankhead bill.”

Mr. MorcANTHAU. Are they guaranteed bonds!?

Senator BarLey. Issued by the United States Government.

Senator Kine. And guaranteed by it.

Senator WaLsa. Government loans, like the R. F. C.

Senator BaiLey. Issued by a corporation and fully guaranteed
as to principal and interest.

Mr. MorcanTHAU. That creates a contingent liability.

Senator Baniey. Have you looked over that bill?

Mr. MoreantraU. I do not believe, sir, that it has been referred
to the Treasury, as far as I know.

Senator Baney. Would you prefer that it should be, before we
vote on it?

Mr. MoreanTHAT. That is entirely up to you, but as far as T know
it has not been referred to the Treasury.

May I continue?

The CuammaxN. Proceed.

Mr. MoroanTHAU. Moreover, the credit of the United States Gov-
ernment depends very largely, in my opinion, upon scrupulous ad-
herence to the President’s program. I don’t think we can continue
to enjoy the present favorable rates and favorable market for the
sale of Government securities if new expenditures are incurred which
go far beyond the limits of those which have already been outlined.
A material decline in the market price of Government securities,
which would be very likely to result from large expenditures outside
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the budget, would work a grave injustice upon all purchasers of
Government securities, and would tend to slow up the whole recovery
program.

The Treasury, therefore, would view with great concern the en-
actment of any bill which calls for large adﬁitional expenditures,
without compensating additional taxes. It seems to us of the ut-
most importance that if any adjusted-service certificate settlement
calling for increased expenditures, or for earlier expenditures than
those already taken into account, should be enacted, Congress should
make provision for raising revenues sufficient to cover the addi-
tional expenditures in the year or years in which they are to be
meurred.

If it shonld be thonght desirable to seek new sources of revenue
for this purpose, the Treasury would be glad to offer its suggestions.

The CuatkmaN. Thank you, Mr. Secretary.

Senator Gore. I want to ask one question of the Secretary, Mr.
Chairman. Sometime ago I introduced a resolution, 8. 71. Later
I introduced a revised edition of it, Senate bill 2365, the point in
which was authorizing the President to enter into agreements with
our debtors abroad, and to readjust the indebtedness, the first condi-
tion being that they pay in cash or provide in cash approximately
$2,000,000,000, an amount sufficient to liquidate and retire these cer-
tificates, the money to be applied to that used for that purpose. If
you are prepared now, I would like to have your impression of it,
your views, If not, I would like to ask that you sugmit a report
to the committee on it.

Mr. MorgextHAU. I will be glad to communicate in writing.

Senator Gore. Very well.

Senator La FoLLerre. Mr. Secretary, has the Treasury given any
consideration to a program for raising additional revenue?

Mr. MorGENTHAU. Yes, sir.

Senator La FoLLerte. Would you be willing to submit that for the
considleration of this committee?

Mr. MorGeNTHAU. In coming up here we discussed in the Treasury
various suggestions for increased revenue in case Congress did pass
a bonus bill, and we feel that a method which woulid be absolutely
not inflationary and produce the revenue would be a Federat inheri-
tence tax, created on the same basis as the income tax, administered
the same way.

Senator La Foreerte, Is that in such shape that you could submit
it just for the consideration of the committee?

Mvr. MoreeNtHAU, We could get it up here within 24 hours.

Senator Crark, Do you mean a graduated inheritance tax with
surtaxes, the same as the income-tax structure?

Mr. MoraeNTHAU. Exactly. And we estimate that that would pro-
duce somewlhere between. roughly, from 2 to ¢ hundred milllion
dollars a year.

Senator CoNNaLLy. You mean for the exccutive use of the com-
mittee?

Senator La FoLrerre. Yes. .

Senator CoN¥NaLLY. You do not mean to give it out to the press?

The Cuaryan. Will you be ready to respond to the call of the
committee?
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Mr. MorueNtTHAU. Yes, sir.

Senator Brack, Do yon mean with reference to raising taxes, that
if we pass either one of these bonus bills, it will be necessary to raise
taxe:

Mr. MoraeNTav, That is the position as Secretary of the Treas-
ury that I have to take.

Senator BaiLgy. Why do you have to take it, Mr. Morgenthau?

Mr. MoreeNTHAU. Because the President set up a budget, he has
made very definite statements what he thinks the deficit will be, and
the requirements for additional capital. I worked with him on that
method, and, as a member of his Cabinet. T can only take that
position,

Senator Bawey, Is it your judgment that if we increase the na-
tional debt with bond issues, and with contingent liabilities, and
so forth, beyond the budget. we are likely to destroy the financial
structure, or seriously tmpair it ¢

Mr. MoraenTiav. I simply feel that this Budget message went
ap in January., It is now the end of April. ‘The public accepted
it asx the President’s word. We have gone ahead and done our
refunding on that basis, people have bought Govermment bonds on
that basis. and while I realize that the President can only send his
message and the final authority rests with Congress, still I feel that
he and I both are definitely committed to his Budget methods.

Senator Baney. Let me call your attention to some very impress-
ive words here from your statement:

Moreaver, the credit of the United States Government depends very largely,
in my opinion, upon serupulous adherence to the President’s program.

Scrupulous adherence—that means absolute, does it not?

Mr. MorgenTHAU. I wrote it, and I do not say something I do not
believe,

Senator Bawry, That was the strongest word you could use,
was it not?

Mr. Morcentiav. I think so.

Senator Bamky. You say further:

1 don't think we can continue to enjoy the present fuvorable rates and
favorable market for the sule of Government securltics fi new expenditures
are incurred which go fur beyond the limlits of those which have already heen
outlined. A materinl decline in the market price of Government seeurities,
which waould be very likely to result from large expenditures outside the Budget,
would work a grave injustice upon all purchasers of Govermment securities,
and wowld tend to slow up the whole recovery progratn,

That ix your considered opinion, given to us?

Mr. MorcexTHAU. Freely.

Senator CLark. Mr. Secretary, the necessity for additional revenue
would exist if Congress were to pass the Harrison bill as if it passed
the Vinson bill or the Patman ll?

Mr. Morcextrau. If you do not mind, Senator, I would rather
not get into the different bills.

Senator Cragrk (interrupting). I understand, but if T understood
your statement a moment ago. your position is that the passage of
any of these bonus bills would require additional revenue?

Mr. Morcentaav. That is correct.
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Senator Gore. Your statement is that expenditures or disburse-
nients ought to bear some sort of relationship to income and revenue?

Mr. MorceNTHAU. Yes, sir.

The Ciratrman, Thank you. Mr. Secretary.

General Hines.

STATEMENT OF GEN. FRANK T. HINES, ADMINISTRATOR OF
VETERANS' AFFAIRS, VETERANS’' ADMINISTRATION

The CaamrmaN. You know what is before us. General Hines.
Will vou please make your statement? )

General Hizes, Me. Chairman and gentlemen of the committee,
in appearing before you this morning, I believe that my testimony
ean {)o probably of greater value to you by giving to the committee
information on these various bills and 1'(-}:*1-|'ing riefly to the past
history which has been taken up somewhat by Colonel Taylor and
preceding witnesses,

Senator Kina, Before you do that, General, T should be very
glad if you could have someone in your office, before these hearings
are closed, submit to the secretary of the committee a statement
showing all of the money that has been paid to the veterans since the
war,

General Hines, I will refer to that as T go along.

Twelve bills have been introduced in the Senate and 37 in the
House,

Senator ConyarLy. There are 435 Members of the House, are there
not?

Genernl Hines. Correct.  [Laughter.]

To review the bonus just briefly, you will all recall that at the
conclusion of the period of hostilities of the World War, the prob-
lem presented itself of the demobilization of those members of the
military forces whose services of a temporary character were in-
tended to embrace only the period of duration of the war., .\t the
time of separation from the service only a few found themselves
with any appreciable amount of readily available funds which could
be used to defray expenses incident to the transition from u military
to a civil status, In order to meet the situation the Congress enacted
on February 24, 1919, a bill which provided that at the time of
discharge an additional payment in the amount of $60 would be made
to persons serving in the military or naval forces during the war,
who were separated from active duty under honorable conditions.

Senator Baiey. Generaly I wish very much to hear you, and I
feel that T should apologize, but I have an amendment pending in
the Senate and T must go over, but I shall be very sure to read what
vou have to say.

General Hixes, During the year 1919 it would appear that several
niore proposals were made for the granting of a consideration to
persons who had served in the military or naval forces during the
then recent conflict.  Many and various tyvpes of plans were sug-
wested, the prineipal ones being: (1) Cash bonus: (2) home and
farm aid; (3) land settlement aid: (4) vocational training aid;
(3) issuance of service bonds. Later, a suggestion for the issuance
of a paid-up insurance policy seems to have come into prominence
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and to have gained favor. A bill was finally passed in 1922 provid-
ing for the following different types of optional settlements which
persons entitled were allowed to elect:

1. Adjusted-service pay; but the veteran could not choose this plan
if the amount of adjusted-service settlement would exceed $50.

2. Paid-up endowment insurance,

3. Vocational training aid.

+. Farm or home aid.

This proposed statute did not become a law because the President,
under date of September 19, 1922, vetoed the act of the Congress
and such veto was sustained.

In 1924 there puassed both Houses of the Congress a bill which
had as its object the issuance to World War veterans as adjusted
compensation certain payments of cash to a restricted group and the
is~uance of adjusted-service certificates in the form of paid-up 20-
vear endowment-insurance policies to those persons otherwise moot-
ing the requirements of eligibility. The veto of the President of this
act of the Congress was not sustained and the law was placed npon
the statute books May 19, 1924. Provision was made for the grant-
ing to persons serving in the military or naval forces, within a de-
limited period, of adjusted compensation at the rate of $1 per day
for services in the United States and $1.25 per day for services over-
seas.  Sixty days of service were excluded for the purpose of com-
puting the amount of adjusted compensation, as was also service in
a grade above that of captain in the Army or Marine Corps and
lieutenant, senior grade, in the Navy. Entitlement was not acquired
by service in certain specified organizational units nor under pre-
scribed conditions stated in the act. TFor a service credit of $50 or
less payment was made in cash, but if the service credit exceeded
%50 an adjusted-service certificate was issued. A restricted class of
surviving dependents of eligible veterans were privileged to receive
benefits.  If the amount of the credit was $50 or less a lump sum
cash settlement was authorized. If the credit exceeded $50 pay-
ments were made in 10 equal quarterly installments. The amount
of the adjusted-service certificate was determined by taking the
net service credit and adding thereto 25 percent and the figure thus
arrived at was used as a net single premium according to the Ameri-
can Experience Table of Mortality with interest at the rate of 4 {)vr-
cent, compounded annually, to procure for the veteran a paid-up
90-year endowment policy of insurance.

‘he amount of insurance procurable by a fixed credit varied ac-
cording to the age of the insured at the time of issuance. but in the
average case the amount stated on the face of the adjusted-service
certificate represents approximately two and one-half times the net
credit as computed by allowing the adjustment of $1 and $1.25 per
day, based upon the field of service,

The CratRMaN. What was that average? The basis?

General Hixes. The average was approximately $400.

Senator ConNarLY. In other words, if the soldiers had been puid
a: of 1918, they would have gotten only 40 percent of their pre-ent
face value of the certificates?

General Hines. We calculate if they had paid them in 1924 ihe
total amount of cash
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Senator CoNNALLY (interrupting&. Some of them said they ought
to have been paid in 1918. If they had been paid in 1918 they would
only get 40 percent of the face value of the certificates?

General Hings. I will get to that as I go along, but, anyway,
there was printed on the face of these certificates, not the adjusted
credit which Congress voted in 1924, but the value of that credit
increased by the 25 percent for the age of the veteran at 4 percent 20
years forward.

And, may I say, that we have heard arguments about the 25
percent from time to time. I believe it can safely be said from
all of the hearings that I have been able to find, that the Congress
added the 25 percent for the deferred payment from January 1.
1925, to 1945.

The Cramemaxn, And not from 19187¢

Senator Gore. Will you state that again, General?

General Hings. I feel that the 25 percent was added because of
the deferred payment of 20 years and not for any time that hal
elapsed between the date of the armistice and 1924, '

I base my conclusion on this fact: If the Congress had intended
to add the 25 percent for any other purpose. I feel confident that
they would have added it in those cases which to me are much more
meritorions than any others, that of the men who died in action,
because their dependents did not receive the 25 percent increase.

Senator CoxNawLy. Of course, if they died n action, they died
before the armistice,

General HiNes. That is right.

Senator CoNNanLy, There would not be any interest or deferring.

Cieneral Hines. But they paid the dependents just the straight
adjusted credit.

Senator CoNzarny. That is why I think it was added for the
interest.

Gieneral Hines, But, Senator, these payments to dependents in 10
quarterly installments, if the amount was over $50. were not paid
until 1925, so the Congress certainly would have added it if there
had been any idea of compensating for the time lost in passing the
bill finally.

To the end of the last calendar year there had been issued 3.723.63%
adjusted-service certificates, with a maturity or face value of $3,676.-
191304, Of these certificates 195,048 had become matured due to
the death of the persons to whom they were issued, and $194.276.306
had been paid thereon, leaving 3,528,590 certificates in force with
« maturity or face value of $3,481,914,998. The basic credit; that is,
the adjustment at the rate of $1 and $1.25 per day, represented by
the maturity value of the outstanding certificates is $1,384,650,781.
That is the amount that would have been paid in cash if the Congres»
had settled in cash.

Senator Gore. State that again, %lease, General.

General Hines, $1,384,650,781. The present value of these cer-
tificates, that is, the basic value, plus the interest, for the age of the
veteran, according to the table of the American Experience Table of
Mortality, has at present a value of $2,101,433,300 if only the earned
portion of the s(i)ditional credit granted because of deferment of
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payment is allowed; in other words, the earned portion of the 25
percent is included in that amount. If we consider the full 25 per-
cent, the present value would be $2,350,740,827.

The original act permitted certificates to be borrowed npon at the
expiration of 2 years from the date of issuance to an amount
equivalent to 90 percent of the reserve value of the certificate on
the last day of the current certificate year. the reserve value to be
based upon an annual level net preminm for 20 years and computed
according to the American Experience Table of Mortality, with
interest at the rate of 4 percent per annum, compounded annually.
The maxinnun rate of interest was fixed at 2 percent above the redis-
count. rate tor 90-day commereial paper it the Federal Reserve dis-
triet in which the loan was made.  The law as fiest enacted provided
for loans to be made only by incorporated banks and trust com-

anies, The law was amended on March 3, 1927, in order to perinit
oans to be made out of the United States Government life insur-
ance fund. This fund represents a trust administered by the
Government, but the beneficial interest therein lies with the holders
of United States Government life-insurance policies, so that to all
purposes, loans made from this fund are in the same category as
loans made by banks. On March 4. 1929, a further cnactment
limited the rate of interest to 6 percent per annum.

You will recall at that time that in some districts, the 2 percent
above the Federal rediscount rate caused rates of interest as high
as T percent, and Congress passed that act for the purpose of limiting
it to 6 percent.

Legislation which became effective February 27, 1931, granted au-
thority for the making of loans from the adjusted-service certificate
fund. That is the fund created for the redemption of these
certificates.

The Cuaipmax. May I inquire, General, just a moment. What is
the pleasure of the committee. T do not know when we are going
to get to a vote in the Senate—I do not suppose anybody can—on the
proposition before it.

Senator Gore. Don’t you think it would be a good idea not to
meet. this afternoon. It will be disposed of this afternoon, un-
doubtedly.

The Cuamrman. I should prefer that the matter go over until to-
morrow morning, and let the General go ahead in the morning, other-
wise T would rather see us go on this afternoon. If we meet this
afternoon and have to run in and out to vote—

Senator Gore (interposing). General, T introduced a resolution
which T referred to a moment ago when the Secretary of the Treas-
ury was on. If you are not prepared to discuss it now, or will not
be tomorrow. I would like you to prepare a report on it.

General Hixes, I am preparved to discuss it when T come to it in
the bill.

The Cuairmax. I desire to insert in the record a brief presented
by Mr. Walter P. Symonds, of Baltimore, Md., on behalf of the
Veterans’ Home of Maryland, Inc. We will adjourn now until
tomorrow morning, at 10 o’clock.
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Brig SUBMITTED vY THE VETERANS' HOME OF MARYLAND, INC., BALTIMORF, MD,
VOICE OF THE NEEDY VETERAN ON THE “BoNUs”

Our friend—first permit an expression of apprecintion. It is not practicable
to place a hidden microphone in n * veterans' gathering place' that our Na-
tional Senators might he enabled to Hsten in on the informal discussions of
destitute veterany, so the facilities of Station WCBM have been beseeched ind
cheerfully granted n representutive needy veteran from the Veternns’ Home of
Maryiund, that he might disclose some of the most commonly held views of this
group of Baltimore and Maryland.

So—coming from ones who are classed as failures, voiced by one who has
never achieved distinetion—it this message is poorly rendered, if it adds not
one hit of Information to what you already know regarding the ' bonus ™ issue,
it it gives utternncee to thoughts and rensoning and to conclusions identical
with those you have already formed, then bear with this voice for expressing
them in the hope that their truth, coming from this humble source, may make
evident to some Senators the fact that the avernge American citizen, no matter
how humble his estate, can and does think—has average intelligzence and the
ability to uxe it.

If xome of the language used in thiz talk is crude, it is only becnuse the one
talking in himself one of the residents of the home. The views he expressed
are not his alone but are n composite eaxpression of the needy veterans whose
voice he represents.

That the patriotie intent of this message may not be guestioned, allow the
reading of the preamble to the hvlnws of the veterans' home:

“The Veterans' Home of Maryiand, Tue., s chartered for the furtherance of
patriotic endeavors and idenls and to promote mutunl assistance in the way of
furnishing a home and other necessities for worthy veterans with honorable
discharge from war forces of the United] States of America.

* 1t <hall also be the purpose of thix institution to enlist the active cooperation
of all persons in sympathy with these ajms, as associates for thelr accomplish-
ment,

“To allevinte suffering, to increare self-respect, to encourage men to enguge
only in legitimate pursuits, to improve morale, to devote men’s interest to high
purpose, we solemuly declare it the duty of all to work for the achievement of
the principles set forth in this preamble.”

Now, our friend, if you subscribe to the principles just enunciated, you will
do =omething. This concerns you who are not veterans as well as yon veterans,
You will write to our two Maryiand Senators to vote for the Patman hill to
pay the veterans, Why the Patman bill? For one reason, you have a son, or
a brother, or a father, or an uncle who served in the war; or you have no
relative at all who served. but have the interest to try to see that justice is
done, This veteran in whom you are interested was obliged to draw half on
hix $1.00¢r cortificate.  Under the Patman bill he will now draw the remaining
KT00,

Under the Harrison hill what would this snme veteran receive? Here, we'll
see what authovities say.  According to the Veterans' Administration—* The
vast majority of veternns have horrowed up to 50 percent of the maturity value
of their certificates, On n $1,000 adjusted-service certifiente, which is the
average value of outstanding certificates, thelr cases would work ont about
like thix: Conversion now would bring them honds and cash in the amount of
about $175."

With all dne respect for Senator Harrison, personally this Harrison propo-
sition would *“gyp™ the veteran and mallign our President and insult the
jntellizence of every putriotle American citizen and impugn the good faith of
onr Government, This toadying to the President would not gain our President’s
respect for the Senators who would do it, nor would it gain the publc respeect,
President Roosevelt does not want himself represented as n *tin god”, to be
cternally kotowed to; nor would any other Ameriean with a single red corpuscle
pulsing through his velns. Under this compromise bill--this Harrison bill—this
President-pampering proposal that would cudgel the veteran to coddle the
President and subject him to ridicule—thiz veteran in whom you are interested
woenlld receive but $175.  After ull these years of waiting for the half loaft of
bhread (=tnle ax it is) that was promised us, for which we sacrificed, and which



140 PAYMENT OF APJUSTED-SERVICE CERTIFICATES

we 8o badly need now, we are not 8o far reduced in spirit as to be appreclative
of a musty heel, This is the volce of the destitute veteran.

Now let it be distinetly understood Ly our Senators that we know as well as
they do that whether or not President Rooscvelt is persomilly favorable to
paynient, he will positively veto any * bonus "-puyment plan, now or at any
time, And why? For the simple reason that our country might, at some future
time, be at war ugain. In such a deplorable event vur country might want to
wet off as cheaply again on soldier hire as §1 or $2 a day. Remember that no
President—Harding, or Coolidge, or Hoover, or Roousevelt—has ever * officially
recognized ” that the soldiers were underpaid in the World War by signing any
bonus-payment measure, For President Roosevelt to sign any at all would
render improbuble that he or any other Prestdent could effectively veto any
future proposal of pay increase for the soldier that might at some subsequent
time succeed in passing Cougress,

Friend, If this veteran in whom you are interested is to receive as much as
$500 at this time, when he so greatly needs it, 64 votes in the Senate for the
Patman bill will get It for him. OQOur two Senators' votes are needed. A letter
from you is urgent. Right now—while you are listening—will you tuke pen
and paper and write to them?

Why does falrness demand $500 instend of $175? Well, this veteran put in
a 1otal of 400 duys of service, 300 of tliese overseas. While serving he received
pay amounting to $475, and upon dixcharge $60, in all $335. Now add the full
face amount of his certificate, $1,000, as thcugh it were paid to him when he
served fastead of delayed 18 years, until 1933, See how the entire $1,535
stacks up beside the $4,000 drawn by this veteran’s cousin, working only 8 hours
@t day for the identical 400 days at unskilled labor in the shipyards, with our
siime Uncle Sam as his paymaster. Certainly the veterans are reasonable in
having waited this long and only asking the face of the certificate which should
have been paid in 1918 and the remission of interest on loans that should never
lm\;} been considered to he loans when it was simply drawing on back pay
OWi us.

You elected the Honorable George I. Radcliffe ax our Senator chiefly
because you knew him to be an intimate personul friend of President Roose-
velt, Frankly, perhaps you did hope thereby to gain for Maryland a little
inside advantage with the administration, At any rate, now iy the time for
Senator Radcliffe to prove that he is not just an administraion * rubber
stamp.” He can also fulfill the obligation of his friendship for Franklin D.
Roosevelt by helping to mitigate bitterness toward our President by passing
the Patman hill over a veto. When sufficient strength was mustered last
vear to override a veto of a worthy veterans' wmeasure which could benefit
relatively few, then certainly, when payment of the adjusted-service certifi-
cates will benefit all veterans and all merchants, and the whole mass of the
population as well, it should be relatively a simple matter to overcome & veto.
Take paper and pen now and write to Senator Radcliffe and to Senator
Tydings, Address them at Waxhington, Tell them to vote for the Patman
bhill—" no compromise.”

Now, let us consider what the aggregate cost—the totnl expense—of payine
off the **honus " now will be to our Government,

In the first place, in their zeal to repudinte equitable payment to the vet-
erah, opponents of the Datman measure have lald their harrage with such a
scattering and poorly aimed effect as to devastute thelr own forces, A few
projectiles well directed by us should compel their retreat and turn their
retreat into a rout.

Suppose we first explode their “ammunition dumps,” Exaggeration, mix-
representation, vilification, distorted figures, are poor ammunition for any
combatant to use. When an adversary must resort to such, a terribly weak
condition is manifest in their 8, Q. S.—their service of supplies.

Senutor Harrlson’s contentions are futile simply because he hax only defec-
tive ammunition to use. By using figures furnished him, three billion six
lhundred willion, as the cost of the Patman plan, he is giving actually the
sum total of the 1945 matured values of all of the certificates hetonglog to the
3,725,174 veterans possessing them, Probably quite inadvertently, these fig-
ures Ignore the billion and a half that over three million veterans have alrendy
received. So two billion one hundred million i< what will be puid in this
yeur of 1935, with passage of the Patman mensure,
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Incounsistencies, even ahsurdities, of argument have been persistently atmed
at the invincible Patman forces but have just as continuously passed over
harmlessly, landing as * duds.” Professor Kammerer, of Princeton, would-be
sniper of some derelict- outpost or outfit calling itself the .\, P, A, or the
A, V. A, or something of the kind, used such inconststencies and absurdities
as his ammunition, with the effect that premature explosion rendered his
position untenable. He appealed to the owners of hank necounts and of
insurance polieies and to hondholders and to taxpayers., He tried to imply
that passage of the Patman meusure would raise prices und cheapen the value
of money. He totally ignored the fuet that in the yeurs prior to 1929 we
had inflation in a fairly big way, and any “honus” curreney certainly didn’t
cnuse it, hecause we had no *“bonus” payment in those years. And then
when half of the “bonus” was paid, in 1931, no intlation resulted. Were not
prices at their very lowest in 1932 when Prexident Roosevelt took oflice?

“Tink bombs” used as ammunition assuredly cannot avail against the
Patman measure. And what are they but “stink hombs "—thexe delirious
warnings that two billions of issued currency is going u long wuy toward a
million billions, or the professor’s quintildon inflution Germany had? You
probably have $2 in the house right now, but you lurdly feel that that is
anything like a million.

What will the payment of the **benus " in full cost our Government? Well,
Senator Harrison says that under his plun one billion three hundred million
would be the outlay. DBrishane says to add six hunadred millions of interest to
that, making the Harrison bond pluan cost the Government one billion nine
bhundred million in tuxes.

Under the Patman plan, $2,100,000,000 of currency will be issued. But this
money will not come from you as a taxpayer; will not be taken from the banks;
and will not come out of thin air. It will come off from a Government printing
press, just as any Federal Reserve notes do. It will deprive the privately-
owned Federal Reserve Uanks of §1,260,000,000 in velvet or profit were those
banks permitted to issue $2,100,000,000 of curreincy on the base of $840,000,000
of gold certificites. That s, good United States currency will be made avail-
able to our Governiuent instead of heing reserved for rank intlation in the way
of unadulterated substdy for those banks. Loss of that much * gilt” to them
of course accounts for the desperate attempts toward amnihiluting the Patman
bill, They'll never do it with their defective ammunition, though, if you,
the taxpayer, are half way alert,

This statement is substantiated If you but witness the official report that
675 millions of gold certificutes have been ear-marked for redemption of an
cqual amount of consols and Panama Canal honds, scheduled to take place in
June. And was not the report very careful to announce that the Federal
Reerve banks will not be likely to avail themselves of their nuthority to issue
$2.50 of currency for each dollar of gold certificates, for the reason that these
banks are bursting with idle money?

Are we to be kidded into the belief that these banks will not issue $1.700,-
000,000 of currency based on these §675.000.000 in gold certificates, and will de-
prive themselves of $1,000,000.000 of velvet?

our friend, if you are alert and one of us whe ix not so easily kidded, you
will write to Senator Tydings and to Senator Radceliffe requesting their votes
for the Patman mensure, Passing that bill will save you considerable in taxes,
These Senators’ votes for the Patman bill will definitely dismiss any misgivings
we, as voters, might have concerning the possibility of either of them being
subsidized to the league of big bankers,

These Senators alveady know that 83 percent of all veterans have bad to
draw on their certificates and naturally want to cash the remainder before
interest shall have practically consumed It. Your letters will prove to these
Senators that you do not begrudge these men the payment of this back pay
they have awaited so long.

One vote in the Senate may mean—will mean—even as much as life or death
in families of veterans throughout our Nation—the performance of an operation
on a loved one before {t is too lJate—the change in climate for ones whose bodies
have so suffered from privation und the rigors of these depression years that
they are now in the first stages of consumption—such distressing cases as
these are in every community. And you, our friend, can help to alleviate them.
I"lease write to your Senators.

130434—35——10
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Also, I desire to offer for the record a telegram, signed by M.
Godfrey Von Hofe, and others, of New York City, relative to the
question now under consideration by the committee:

New York, N, Y., Aprit 230 1905,
Senitor Pat HARRISON,
Chetirman and other Members o) Senate Finanece Comniittee,
Washinaton, D. .

The signers of this telegrim are both veterans and nonveterans, and may
we avk that this telegram be incorporated in the record of the hearing of your
committee on paynient of the bonus or adjusted-compensation certificates,  In
the interest of the veterans, and especially in the interest of our country, we
heartily endorse payment of the bonus according to the Patman plan, by actu:)
currency to be issued against the billlons of sterile gold and silver under
Treasury control, We and the overwhelming majority of the people are
unalterably opposed to payment of the honus through any interest-hearing
bond-compromise plan that will add to the existing pmpossible and destructive
taxes and thus only prolong the depression and suffering ot our people. 1t
has heen demonstreated that the Agricultural Adjustivent Administeation and
Nationa! Recovery Administration crop reductions regimentation processing
taxes and a policy of making things scarce to try to make them bigh canno
vestore prosperity, and it is becoming apparent that owr fundazmentul trouble
is simply u debt tax and money problem and that what is vitally needed is
cutreney expansion and an adequate medium of exchange to restore prices
and increase consumption in o natural way, It seems unbelievable, but our
people are actunlly being taxed to carey billions of sterile gold and silver under
Treaxury control, There ix approximately $9.500.000,000 of sterile gold and
silver under Treaxury confrol, and there is outstanding only approximately
$5,.400.000,000 of actual enrrency : therefore it is evident there isx enough sterile
golid andd silver to pay the bonus and expand the vurrency many biljons of
doltars and still have ample backing for those who are worried or fetish about
metallic hacking.  Theretore, in interest of veterans and our country, we urge
thut the bonus be pronptly pald through currency and not c¢rush our people
with additional taxes by paying the honuy with interest-bearing bonds,

Godfrey Von Iofe, C. H. Ilensel, Jumes Martin, Robert Iarriss,

F. P. Keelon, Ronald Andrus, E. Kinsky, David Goodman, Joseph

MceCaffrey, John Schleagal, George Schuler, B. Edwards, Jawmes
Murname, F. Murphy, R. C. Moore, John Fisk.

(Whereupon, at 12 o'clock noon. a recess was taken until 10 o’clock
of Wednesday, Apr. 24, 1935.)
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WEDNESDAY, APRIL 24, 1935

UNITEp STATES SENATE,
Commirree oN FiNaNce,
Washington, D. C.

The committee met, pursuant to call, at 10 a. m., in the. Finance
Comntittee room. Senate Office Building, Senator Pat Harrison
(chairman) presiding,

Present: Senators Harrison (chairman), King, Walsh, Connally,
Gore. Costigan, Bailey, Clark, Lonergan, Black, Gerry, Guffey,
Couzens, Keves, La Follette, Metcalf, Capper.

The CHatryaN, The committee will be in order.

Mr. E. H. Everson, who represents the National Farmers Educa-
tional and Cooperative Union is present and desires a statement
te be put into the record with reference to the views of his organ-
ization.

.

STATEMENT OF E. H. EVERSON, NATIONAL PRESIDENT OF THE
FARMERS EDUCATIONAL AND COOPERATIVE UNIOR OF AMER-
ICA, OF ST. CHARLES, S. DAK.

Mr. EversoN. I am the national president of the Farmers Educa-
tional and Cooperative Union of America, a strictly farmer-class
organization with organizations in 36 of the United States.

The Farmers Union at its national convention for a number of
years has gone on record in favor of the paviment of the soldiers’
adjusted-compensation certificates through the issuance of non-
interest-bearing United States currency. The Farmers’ Union is
opposed to the payment of Government obligations through the
issuance of interest-bearing tax-exempt bonds, thereby creating tax
exemption for that particular class of society who are best able to
pay taxes and passing the burden on to those less able to pay,
together with the interest. thereon.

The Farmers Union further believes that the issuance of this
new money will help to make up the huge deficit in onr medinm of
exchange,

We are told that under normal conditions bank checks constitute
approximately 90 percent of our medium of exchange for carrying
on the business of the country. The closing of banks and the ban
moratorium has canceled out of existence billions of dollars of this
medium of exchange and this must be replaced in order to make
recovery possible.  'We believe that following the war the boys who
offered up their lives, if needed, in defense of our country should
llave been the first ones to have been paid when the war ended,
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whereas it seems the policy of our Government determined largely
through the influence of special-privileged interests, has been to put
them off till the last.

The payment of this obligation now in money on which we pay
no interest will not be an added burden to the taxpayers but will
affest a very substantial saving to the taxpayers in interest, while
at the same time jt would stimulate business of al] kinds, providing
a market for products of the farm and factory ind the employment
of labor.

We believe it will go far toward restoring values of property,
farms, and homes which is so necessary to insure the credit stnlbility
of the Nation.

The following ix the resolution passet unanimou=ly by our last
national convention held at Sioux Falls, 8. Dak.. November 21.
1934, which was the largest convention our organization has ever
held. I may say here, that our membership increased nearly 50
percent last. vear.

I am now quoting the resolution:

During the war, American boys from farm and factory served their country
in France in the mud and rain of the trenches for ihe pittance of $1.25 a day.
while the millionaires at home were piling more millions on top of their already
swollen fortunes—coining money out of the blood of the * Flower of our
American youth.”

The Government is tuxing the people to pile up a sinking funl
to pay these ex-service boys an adjusted compensation in 1945, This
is a very expensive way of paying the ackmnowledged debt owing to
our ex-service men.

Business languishes—people go naked and starve for lack of
medium of exchange with which to transact business.

Therefore be it resolved that the Farmers Union is in favor of the
Government issuing full legal tender noninterest-bearing currency
and paying this debt to the ex-service boys at once. Such a methwl
will cost the Government much less than the sinking-fund plan
and will furnish two and a quarter billion dollars of real medium of
exchange over which the bankers will have no control.

The CrarmaN. General Hines, will you continue, please.

STATEMENT OF GEN. FRANK T. HINES, ADMINISTRATOR OF
VETERANS’ AFFAIRS, VETERANS' ADMINISTRATION—Resumed

Gieneral HiNes, Mr. Chairman and gentlemen of the committee, I
had reached and was speaking, when I left off, of the adjusted-
service-certificate fund,

This is the fund which was created for the purpose of accumulat-
ing the necessary reserve in order to meet the maturity values on
the certificates, This amendment also discarded the actuarial basis
upon which loans had formerly been computed and fixed the loan
value at 50 percent of the maturity values of the certificates, as well
as reducing the maximum rate of interest which could be charged on
loans to 414 percent. On July 21,1932, a further change in the rate
of interest on loans was made, reducing the maximum rate to 31%
percent. and the provision requiring that a 2-vear period elapse from
the date of issuance of the certificate before a loan could be secured
thereon was eliminated. This amendment had the effect of per-
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mitting veterans to borrow at a rate of interest the maximum of
which was one-half of 1 percent less than that allowed on the ad-
justed-service credit in accumulating the maturity value. On Decem-
ber 31, 1934, 3,015,614 certificates had been borrowed upon and the
liens against these certificates aggregated $1,707,298,516.23,

There would appear to be five plans for the payment of the ad-
justed-service certificates which have gained the most prominence
and I will hereafter outline a general analysis of the bills embodying
these proposals.

I might say at this point that the principles covered by the five
plans which T will analyze will practically cover all of the plans.
‘There may be some slight variations in the different bills, but gen-
erally the final result, both as to the amount of moncy required to be
appropriated and to carry them out. or the additional co:t to the
Government is approximately the same, so in taking these plans, I
hope if T do not mention a lxarticnlur bill introduced by either a
Member of the House or the Senate, he will understand that I have
taken these as the types of bills rather than to give any preference
in talking about any particular bill.

The Patman plan, which passed the House of Representatives as
H. R. 3896, is entitled *An act to provide for the immediate payment
to veterans of the face value of their adjusted-service certificates, for
controlled expansion of the currency, and to extend the time for filing
applications for benefits under the World War Adjusted Compensa-
tion Act, and for other purposes.” This act provides for the pay-
nient upon application and the surrender to the Administrator of
Veterans' Aﬂxairs of an adjusted-service certificate of the face value
thereof after deduction has been made therefrom of the principal
sum of any liens thereagainst and interest, if any, accrued prior to
October 1, 1931, Interest accrued or paid subsequent to Oectober 1,
1931, is to be refunded or forgiven. Payment shall be made to the
designated beneficiary if death occurs after the filing of an applica-
cation but before receipt by the veteran of payments due under the
provisions of this act.

Any veteran entitled to receive an adjusted-service certificate who
lias not made application therefor shall be entitled, upon application,
to receive at his option either a certificate or the payment of the
amount of the face value thereof,

The proposed act provides that effective as of December 31, 1934,
the existing act will be amended by extending the time for applica-
tion to Junuary 2, 1940, and authorizes the substitution of January
2, 1940, for January 2, 1935, wherever it appears in the existing law
as the closing date for the filing of applications.

The Administrator .of Veterans' Affairs is authorized to make
regulations which shall to the fullest extent practicable provide a
niethod by which veterans may present their applications and re-
ceive pavment in close proximity to the places of their residence.

Amonnts in the adjusted-service certificate fund are made avail-
able for the expenses of printing and engraving United States notes
issuedd under this act. for paying fractional parts of n dollar which
cannot be paid in United States notes isstied under the provisions
of this act. and for paving the principal and interest on or in re-
speet of loans on certificates held by banks to make the certificates
available for pnyment under the provisions of the proposed uct,
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Sections 2 and 3 of the proposed aet provide for an issue of United
Stites notes to be used to mul{o payuient of the nwounts due to hold-
ers of adjusted-service certificates and for vegulation of the enrrency
and of contracting curreney issues. The Seeretury of the Treasury
is nuthorized to regulate the volume of currency’in circulation o
the basis of the index number of wholesale all-commodity prices
prepared by the Bureau of Labor Statisties of the Department of
Labor,

The maturity value of outstunding adjusted-service cortificates on
February 28, 1935, was $3479802408, and the amount of interest
to be remitted or forgiven would total $182,132.302, or an ageregate
of B3.661934.710.  As the adjusted-service eertifieate fund, whicl
represents the reserve accunulated to pay the matueity value of
adjusted-service certificates, has a worth of $1356381,.760 and
£100,000000 additional will he available on July 1, 1935, under the
provisions of the indepe ¢ Jont oflices bill the additional amount re-
quired to place in effect the provisions of this bill is estimated to
Do $2,205,552,950,

Senator Kiza. If. however, that fund which has been aceumulated
had gone into the general fund of the Treasury and been expended
according to the appropriations for Federal purposes, then we would
have to raise the entire amount?

General Hines. Yes, siv. It is our understanding that the fund
is intact and that it has not as yet been utilized up to this Jdawe
except for the loans to veterans under certificates and payment of
certificates matared by death.

The Vinson plan is contained in a proposal entitled A bill (o
provide for the tmmediate payment of World War adjusted-service
certificates, to extend the time for filing applications for benelits
inder the World War Adjusted Compensation Aet. and for other
purposes.” The bill, identified as H. R. 3806, was introduced in the
House of Representatives on January 14, 1935, by Mr. Vinson of
Kentucky. It was reported with an amendment on Mavel 13, 1935,

This bill provides for the pavment immediately, upon application
and the surrender of the certificates, of the face value of adjusted-
service certificates after deduction has been made therefrom of the
principal sum of any liens thereagainst.  Interest paid or acerved
1s to be refunded or forgiven. Payment shall be made to the desig-
nated beneficiary if death of the veteran occurs after the filing of
an application but before receipt hy the veteran of pavments due
under the provisions of this act.

Any veteran entitled to receive an adjusted-service certificate who
has not made application therefor shatl be entitled, upon applica-
tion, to receive at his option either a certificate or the payment of
the face value thereof.

The proposed act provides that effective as of December 31, 1934,
the existing act will be amended by extending the time for appli-
cation to Jannary 2. 1940, aud anthorized the <ubstitution of Jan-
uary 2. 1940, for January 2, 1935, wherever it appears in the existing
act as the closing date for the filing of applications,

The Administrator of Veterans' Affairs is authorized to discharge
any interest that may be due to any bank or trust company holding
certificates as security for loans in order to muake the certificates
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available for payment to the veterans under the provisions of this
uet.
The maturity value of the ontstanding certificates as of February
28, 1935, is $3.479.802.408, and the interest to be refunded or f_nr-
given under the terms of this bill amonunts to $243,743,276, making
a total of $3,723.545.684.  As the worth of the adjusted-service cer-
tifiente fund is $L3H6.381.760, and $100.000.000 additional will be
available on July 1, 1035, under the provisions of the independent
oftices bill, the amount required to be appropriated in order to plice
in effect the provisions of this hill would he $2.267.163.924.

The Tydings plan is embodied in the Senate bill no. 2277, which
btll is entitled *A bill to provide for the payment of veterans’ ad-
justed-serviee certificates in bonds of the United States.™ Tt pro-
vides for amending section 307 of the World War Adjusted Com-
pensation Aet, as amended, and for the addition of a new section
to title 'V oof the World War Adjusted Compensation Act, as
amended, to be known as * seetion 5007

The amendment to section 507 of the existing act provides for the
expenditure of all amounts in the fund for the purposes of the pro-
posed act,

‘The benefits under this bill may be secured by a certificate holder
by filing an application with the Administrator of Veterans’ Affairs
apd the surrender to the Administrator of the adjusted-service cer-
tificate and all rights thereunder. Settlement of the amount due
under the provisions of this measure shall be made to the veteran or
his authorized representative if the veteran be incompetent and to
the estate of the veteran if the veteran dies after application has been
filed.

When the application and certificate are in the possession of the
Administrator of Veterans” Affairs he shall discount, at true dis-
connt, the amount shown as the maturity value on the face of the
certificate surrendered from January 1, 1945, at the rate of interest
of 3 percent per anminn compounded semiannually to the first day
of January or July, whichever is the carlier date, next succeeding
the date of the filing of the application with the Administrator o
Veterans” Affairs. From the present value of the maturity value
shown on the face of the certificate, determined by the deduction
therefrom of the amonnt of true discount, the Administrator of Vet-
erans’ Affairs shall deduct the amount of lien, if any, outstanding
against the certificate with interest, if any, accrued to the date of the
filing of the application for benefits under this act. On and after
January 1, 1932, the amount of interest charged on loans shall be 3
percent per annum compounded annually. In other words, there is
a reduction of one-half of 1 percent on the present rate,

The Administeator of Veterans’ Affairs shall certify to the Secre-
tary of the Treasury upon a form to be preseribed by the Secretary of
the Treasury a statement of the amount due each veteran. Upon
receipt of this statement the Seeretary of the Treasury is authorized
and directed to issue in settlement of the amount certitied to be due
negotiable bonds of the United States, with coupons attached bearing
interest at the rate of 8 percent per annum payable semiannually, in
@ value equal to the highest multiple of $50 represented by the amount
certified, The difference between the net amount certified as due and
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the amount represented by the face value of bonds issued shall be
paid to the veteran by the Secretary of the Treasury by check drawn
upon the Treasurer of the United States.

The bonds issued shall be redeemable in Iawful money of the United
States on January 1, 1945, The bonds shall be dated from the 1st day
of January or July, whichever is the earlier date, next succeeding the
date of the filing with the Administrator of Veteruns’ Affairs of an
application for benefits under the provisions of this act. Veterans
to whom bonds have been issued are protected from exploitation by
a provision in section 509 (h) of the act which prevents the nego-
tiability of the bond for 6 months after the date of issue for any
consideration less than the amount shown on the face of the bond
as the redemption value. Violation of this provision of the law is
made a fraud and punishment is prescribed of a fine of not more than
$10,000 or imprisonment of not more than 2 years, or both,

The Secretary of the Treasury is authorized and directed to redeem
from the United States Government life-insurance fund all adjusted-
service certificates held by that fund on account of loans made thereon
and to pay to the United States Government life-insurance fund the
amount of outstanding liens against such certificates, including all
interest due or accrued together with such amounts as may be due
under subdivision (m) of section 502, as amended.

That is the fund set up to cover the converted insurance policies
issued for the veterans who have retained their insurance, converting
it from the old war-risk insurance. It is a trust fund in the hands
of the Treasury, and expenditures controlled therefrom by the
Veterans’ Administration.

The CHAIRMAN. What is the amount of that fund?

General Hines. The net worth of the fund is about $750,000,000.

The Cuamyan. In what form is it?

General HiNes. It is in the form of Government securities. The
law requires that they be Government securities, and the bonds
are either Treasury certificates, Government bonds, or farm-loan
bonds, or loans on the security of adjusted service certificates.

Senator King. Then, in addition to the obligations created by the
adjusted-service certificates, there is the obligation of substantially
$700,000,000 to which you have constantly received accretions to take
care of insurance?

General Hives. No. Senator. The converted insurance fund is
built upon the principles of sound insurance, and is self-liquidating
and self-sustaining. As far as we can tell now, outside of the extra
hazards of war, for which we are permitted to reimburse that fund
from annual appropriations, the fund will work itself out. The
policies are in straight commercial form, and the only contingency
that should require the Government to make appropriations to that
fund would be in the event of the feature of total and permanent
disability, which is a very liberal provision introduced under those
policies, and which might exceed the reserves set up in that fund.

Senator ConNarLy. Those funds are invested in Government bonds,
are they not?

General Hines. All in Government bonds and adjusted-service
certificate loans.

Senator CoxvaLLy. So theyv are bearing interest all the time and
acrumulating interest?
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General Hixes. A little over 4 percent. We feel that 414 percent
is the right amount to earn to keep it in good shape.

The Secretary of the Treasury in making redemption of adjusted-
service certificates from the United States Government life-insurance
fund is authorized and directed to make payment therefor by issuing
to the United States Government life-insurance fund bonds of the
United States which shall bear interest at the rate of 41% percent
per annum, to be callable at a date not earlier than 10 years subse-
quent to the date of issue.

Under this proposal, bonds aggregating $833,702,400 will be issued
and cash payments will be made aggregating $88,214,766 to veterans.
Cash payments estimated to be approximately $60,000,000 will have
to be made to banks in order to redeem loans made by them, and
bonds in the amount of $470.800,370 will have to be issued to the
United States Government life-insurance fund to redeem notes held
by that fund.

The Gore plan, identified as S. 2365, is a bill—

To authorize the President to enter into agreements with foreign govern-
ments to readjust the obligations of such governments held by the United
States, and to secure payments on such readjusted obligations to retire the
adjusted-service certificates now outstanding, and to authorize the President to
make payment of the adjusted-service certificates whenever he shall find it
not jncompatible with the public interest, and for other purposes.

Section 1 provides for the President entering into agreements with
the several foreign governments which are indebted to the United
States, for the purpose of the immediate payment of a portion of
the indebtedness.

Section 2 states a method for apportioning the collections and
makes the sums so collected available for the payment of adjusted-
service certificates.

Section 3 provides alternate methods for settling balances due
from foreign governments.

Section 4 has to do with providing supplies of tin and rubber to
the United States in repayment of debts.

Section 5 authorizes the President to suspend under certain pre-
scribed conditions the so-called “ Johnson Act”, which has to do
with the making of loans to foreign governments,

The Harrison plan is contained in S. 2605 and is entitled “a bill,
declaring a policy relative to benefits for veterans of the World War,
and providing for the optional conversion of adjusted-service certi-
ficates.” The declaration of policy stated in the first section of
Senator Harrison’s bill is one of paramount import and deserving
of most serious deliberation. Its effects will reach far into the
future and will concern multitudes, so that its importance makes it
warrant grave consideration.

Senator Couzens, Do you mean to imply by that. General, that
that declaration is important for succeeding Congresses?

General Hines. I would not understand that it would bind sue-
ceeding Congresses. but I think that a matter of sound policy in
dealing with benefits for veterzns and particularly in dealing with
the pension problem, is important.

Senator ConNaLLY. You heard the gentlemen before us who said
yesterday. “ Oh, ves:; we will take that, too; it won't amount to
anything.”
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General Hines, I heard that.

Senator CoxNarLy. If they take it in that attitude. there i~ no
use putting it in.

(teneral Hixnes. You gentlemen can better guess at the effect of
that. But, from the administrative standpoint, and from the stand.
puint of expenditures in the future, looking to the possible load of
the World War group, if we follow what has happened heretofore
in the way of pensions, it does appear to me to be of considerable
importance,

This bill provides for amending section 507 of the World War Ad-
justed Compensation Act. as amended. and for a new section to
title V of the same act, to be known as * section 509.”

The amendment to section 507 of the existing act makes available
for expenditure all amounts in the fund for the purposes of the
proposed act.

The benefits under this bill may be secured at the option of a
certificate holder by filing an application with the Administrator
of Veterans' Affairs and the surrender to the Administrator of the
adjusted-service certificate and all rights thereunder. Settlement
of the amount due under the provisions of this measure shall be
made to the veteran or to his authorized representative if the veteran
be incompetent, or to the estate of the veteran if the veteran dies
after application has been filed.

When the application and the certificate are in the possession of
the Administrator of Veterans’ Affairs he shall compute the amount
of the adjusted-service credit and interest at 4 percent per annum
compounded annually from November 11, 1918, to the date of settle-
ment. The Administrator of Veterans' Affairs shall deduct from
the aiount determined to be due under the provisions of this measure
the amount of lien, if any, outstanding against the certificate.

The Administrator of Veterans™ Affairs shall certify to the Seere-
tary of the Treasury on a form to be preseribed by the Secretary of
the Treasury a statement of the amount due each veteran.  Upon re-
ceipt of this statement the Secretary of the Treasury ix aunthorized
and directed to issne in settlement of the amount certified to be due
bonds of the Unitec states with coupons attached bearing interest at
the rate of 3 percent per annum payable semiannually in a value
equal to the highest multiple of $50 vepresented by the amount certi-
fied. The difference between the amount certified as due and the
amount represented by the face value of bonds issued shall be paid to
the veteran by the Seeretary of the Treasury by a check drawn upon
the Treasurer of the United States.

The bonds issueld shall be redeemable in lawful money of the
United States at a date to be determined by the Secretary of the
Treasury. Veterans to whom bonds have been issued are protected
from exploitation by a provision of the act which prevents the nego-
tiation of the bonds for 6 months after the date of issue for any con-
sideration lows than the amount shown on the face of the bond as the
redemption value. X violator of this provision of the law shall be
guilty of fraud and shall be punished by a fine of not more than
$10.000 or Ly imprisonment for not more than 2 vears, or both,

The Secretary of the Treasury is authorized and directed to issue
bonds of the United States in making payment to the United States
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Government life insurance fund in redemption of adjusted-service
certificates held by that fund as security for loans made therefrom.

Under this proposal bonds aggregating $833,090,000 will be issued
and cash payments will be made aggregating $88,214,772 to vet-
erans.  Cash payments estimated to be approximately $60,000,000
will have to be made to banks in order to redeem loans made by them
and bonds in the amount of $470.800.370 will have to be issued to the
United States Government life-insurance fund to redeem notes held
by that fund. ’

Senator CoxnarLy. You have described Senator Harrison's bill for
the issuance of bonds, How would it do to put in an optional clause
there, that he could either take the bond or he could get cash? 1
do not see how it could hurt the Government's interests, because if
he tukes the hond and =ells it. it is going to be put out as an obliga-
tion against the Government. and the Government coukd probably
sell it more advantageously than the veteran.

General Hines, There is no difference.

Senator CoNzavny. In by and large, it would not change the sit-
uation?

General Hings. 1 do not know how the Secretary of the Treasury
would feel about it, but it would seem to me, as far as the obligation
is concerned, it would be more satisfactory to the veteran, probably,
to wet cash.

Senater CoNnary. My idea wounld be, if they say, ** We do not
want bonds, but we want cash 7, if he had an option to come up and
et the caxh or taking hix bond and keeping it. it would be all to his
advantage and wounld not cost the Government another cent.

General Hixes. He has one option here, which T intended to refer
to. in this bill, whieh is a very good option to those who do not
desire cash at this time, and that ix, it becomes apparent, I am sure,
that the face value worked ont on this plan of the certificates will
be reached earlier than 1945, therefore the bill provides that if a
veteran holds om to his certificate from the date the cash surrender
value equals the face valie, he obtains 4 percent compound interest
to date of surrender or maturity. For example. if a veteran who has
a RLO00O certificate has not borrowed under the provisions of existing
law and permitted his certificate to run to January 1. 19435, instead
of receiving the face value of the certificate, $1.000, he woulld receive
SLLTG: in other words, the preminm is placed upon retaining the
cortificate,

Senator Gore, That is under the Harrvison bill?

Genernl Hines. Yes, ~ir.

A great many other plans have heen introduced——

The Cramrman (interrupting). Before yvou get away from that.
In answer to Senator Connally™s question, vou sce no particular ob-
jection to putting in an optional proposition, of the veteran getting
cash or getting a bond? ) '

General HiNes. Not af all.

The Cnamman, The Government itself would have to sell the
bond in any event or have to redeem it.

Goeneral Hines. The only possible difference it would make to the
Government, and it would apply to the Treasury solely, would be
t!w matter of financing the amount of cash ealled for. "The obligza-
tion would Le the same.
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Senator Gore. If they sold the bonds, they would have to find a
purchaser in the market. which would he different from delivering
them to the soldiers as such. )

Senator CoxxaLLy. But would it not have the advantage of pro-
tecting the veteran who did not know about bonds? Some of them
are not in the bond business. [Laughter.]

It would protect them from having someone fleece them out of
the bond and buy it for less than it was worth.

General Hixes. From the standpoint of administration, it would
Le a simpler proposition to issue checks and give them cash than to
give them bonds and attempt to get the bonds into the hands of the
veteran.

Senator Gore. The Government could sell them better than the
individual soldier; there is no doubt about that.

General Hixes. I think 1f the soldiers had their choice, they would
take cash.

Senator Gore. And there would be the sume charge against the
taxpaver! That would be the same?

General Hines. The same,

The CnamMan. As a matter of fact, those 3-percent Government
bonds are selling between 103 and 104.

General Hines. Yes; they are at a premium.

The CuairMaN. So that if the veteran took the bonds he would

t the 3 or 4 percent, if the market maintained the level at which
1t is now.

General Hings, Yes.

The Crairman. More than he would if he got the cash?

General Hixes. That is correct. He would receive a premium in
the present market, and the amount of the premium would depend
entirely upon what effect this large issue would have on the market.

Senator Gore. This $470,000,000 that they owe the United States
life-insurance fund—that is counted in the $2,100,000,000 when you
say it required that amount to pay off these adjusted-service cer-
tificates

General HiNes. Yes, sir.

Senator Gore. If the Government would deliver $470,000,000
worth of bonds to the United States life-insurance fund. that would
cut down the amount required to be raised from $2,100,000,000 to
$1,600,000,000?

General Hings. That is correct. I intend to analyze these plans
along just that line, Senator.

Senator Gore. I beg your pardon.

General Hixes. A great many other plans have been introduced
in both the House of Representatives and the Senate, but as the
above five appear to have been the most widely discussed ones I
have restricted my presentation to vou to these plans; however. if
rou desire an analysis furnished of uny of the other plans which
flave been introduced T will gladly do so.

Up to February 28, 1935. 3,726,569 adjusted-service certificates
had Ibecn issued. with the maturity value of $3,677,808,710. Of these
certificates 199,031 had matured, leaving 3,527.538 certificates in
force with a maturity value of $3.479,802,408: 3.019.449 certificates
had been borrowed upon and the liens against these certificates
ageregated $1,718,344,944.
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Senator Kina. Does that include the amount borrowed from the
insurance company?

General Hines. Yes, sir; that includes all liens.

The worth of the adjusted-service-certificate fund is $1,356,381,760;
however, this will be augmented by an additional $100,000,000 made
available July 1, 1935, under the independent offices appropriation
bill. The net basic credit represented in outstanding certificates.
that is, the $1 and $1.25 a day adjustment, totals $1,384.650,781. The
present value of outstanding certificates computed on the basis of
allowing only the earned portion of the additional credit—that i,
the proportional part of the 25 percent then was added for the 20
veuars of deferred payment would make that credit $2,101,433,300.
If, however, the full additional credit is allowed, that is, the full
25 percent allowed, the present value would be $2,350,740,827.

'}he Cramman. Have you other figures that will show, for in-
stance, the Patman hill, the Vinson bill, and the bill that I intro-
duced, if you take it on the theory of the present value of the
payment, what would be the total of each one?

General Hings, I have it. T would first like to call attention to
this point: There is undoubtedly a great misunderstanding about
this whole bonus issue, not only in the minds of the veterans, but in
the minds of the public, I am quite sure, because of the inquiries
that come, and because of the statements you see.

In considering any of these plans, I would suggest that you keep
in mind that there are two things which are involved here. One is
the appropriation required to pay the cbligation under any of the
plans, and the other is the additional cost to the Government over
and above the adjustment which was made in 1924.

It is quite evident that if we proceed upon any plan of payving
these certificates before the due date in 1945 or later—mind yvou. we
have issued certificates each year since January 1, 1925, so those
certificates would mature always 20 years from the date of issue,
but any plan that so matures those certificates ahead of their matur-
ity date necessarily increases the cost of the original settlement. So
it may be said of most of these bills—all of them as a matter of fact
that I have seen—that you are revising the agreement, or if there was
no agreement, and, mind you. the legislation went on the books over
a Presidential veto—you are revising the original settlement to the
extent that I have outlined somewhat and which I will point out
later. So, it seems to me that in this whole issue, the main point is,
Was the adjustment which was made in 1924 a fair adjustment? If
it was not a fair adjustment and the Congress now believes that
another adjustment should be made, then you have many plans
before you which will do that.

Senator CoNNaLLY. Right there. You spoke about the misappre-
hension of the public. I think you are entirely correct. When I
have been out home, I have had people agpronch me and say, ™ Why
don't you pay this soldiers’ bonus?” When I have explained to
them that they desire the payment as of 1945, and want full amount
now, they said, * T did not know that ; of course I am not for that. I
thought they were asking only what was due.”

General Hines, There has been a great deal said about this obli-
gation being due. Qf course, it depends entirely on how Congress
feels as to what adjustment should have been made when this settle-



154 PAYMENT OF ADJUSTED-SERVICE CERTIFICATES

ment was made, but this settlement which was made in 1924 is not
due until 1945, But there are good arguments to indicate that the
men were probably entitled to readjustment when they came out of
the service. Mr. Patman feels that the adjustment as should be of
another date—in other words, he does not forgive all of the interest
but siarts on October 1, 1931, So that the Congress has the problen,
as I sec it. of first determining whether the adjustuient that was made
in 1924 was a fair one, and whether it was made at the right time,

If you had taken in 1924 and put into the adjusted-service certiti-
cute fund the total for all of the credits and added to those credits
the 25 percent that was agreed to be added for deferred payment,
as I understand it—

Senator Kine (interrupting). Kor sweetening.

General Hixes, They called it that, Senator. There is evidence
in the hearings that it was called “sweetening ” by adding the 25
percent,

Senator Gore. A sort of rose leaf on the brimming bumper?

General Hines. At that time there was a feeling on the part of
some of the representatives of the service organizations, at least,
that it would be dexirable that these men not receive cash. that they
receive something that would be valuable u little later on. You
will find that in the hearings, and T think that some of them may
feel the same way at this time,

Senator Gore. Don't you think the insurance feature had an ap-
peal to those that looked at it seriously?

General Hixes, Undoubtedly it did, That is one feature that I
intended to point out, and I will wention it right here, We must
remember that we have in these certificates a paid-up endowment
poliey lacking just one feature, and that is the cash surrender value,
No table was worked out and put in those certificates to determine
a value other than the loan value which is outlined there, in case
the certificate was swrrendered ahead of time. Senator Harrison’s
bLill, and those bills that contemplate working out this cash surrender
value in effect worked out the other element that was not included
in that certificate by taking the basic credit, paying 4 percent on it
from November 11, 1918, up to any date that the veteran surrenders
the certificate,

That, naturally. changes the settlement. Naturally, it will cost
some more money, How much additional cost to the Government
would be involved can be estimated now, but it may not prove to be
correct, for this reason: We have at the present time 500,000 vet-
erans who have not borrowed the 50 percent on their certificates,

Senator Kixe, They have not borrowed anything$

General Hines, They have not borrowed at all. Those men un-
doubtedly are holding the certificate as u paid-up insurance policy for
the protection of either their estate or their families. and. might I
say here, that a large percentage of the married veterans who die
leave as the only asset for their widows and children, the baiance
due on the adjusted-service certificate,

Senator Gore. That is the pathetie part of the whole business.

General Hines. Naturally, if these are cashed in. those men who
surrender for either bonds or cash will lose whatever protection goes
with the insurance features of the certificate.
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Senator Kinc. Are you advocating a proposition which would
compel a settlement as against the wishes of the one who is holding
that certificate for the insurance value?

Generul Hines. I am not, Senator. I am trying to explain to this
committee the advantages or disadvantages of the various plans with-
out attempting to in any way indicate except to give this committee
information which may be helpful to them to reach a proper con-
clusion.

The CHairman. Is there any optional feature in the Patman bill?

General HiNes. None.

The CHairmax. Is there an optional feature in the Vinson bill?

General Hixges. Not as T understand it.

The CHalrmaN. There i an optional feature in the proposal which
I bave made?

General Hixes. Let me make this straight. There is this feature,
that no man has to cash in on the certificate either under the Vinson
bill or the Patman bill.

Senator Crark. He can hold it if he wants to?

General Hines. Yes.

lTh(; Cramrman. Then to that extent there is an optional feature
there!

General Hings. Yes. The optional feature in your bill is that you
give a premium for retaining 1t until 1945,

Senator Gerry. And then there is the insurance provision in there
also? A man can get his insurance at 19457

General HiNes. If he retains it: ves. If he cashes in and takes
bonds, or if another selection ~hould be given to take cash, he would
lose the insurance feature.

Senator Brack. May I ask you a question there? That is very
interesting. .\s I understand it, under the Patman and Vinson bills,
if u veteran should desire to hold his policy or his certificate until
his death or until maturity. he would lose the advantage that would
accrue to him if he would cash it now, while under the Harrison
bill, he is left the option to let the certificate continue to maturity
and receive at the same time the benefit of the cash settlement to the
extent that he would draw interest on that from now on?

General Hixes. He would draw interest on an amount above the
original face of the certificate

Senator Brack (interrupting). In other words, that would treat
them all the same whether they cashed it or not?

Senator Gore. It is the same rate of interest but on a little larger
amount.

General Hixes. Take this example: Under the Harrison plan the
cash surrender value will reach the face value of the certificates be-
fore 1945. On an average it would reach it in 1942. From the time
that the cash surrender value equals the face value of the certificate,
there is really no more insurance protection because he could cash
in at any time and get the amount of cash just the same as though
he had died and the widow or the estate received the cash, but if
he retains it (o January 1. 1945, he will receive 4-percent interest on
the certificate up to January 1, 1945, and from whatever date the
cash surrender value equals the face value of the certificate.

Senator Brick. You have pointed out that this is really a revision
of the original agreement,
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General HiNes. That is correct.

Senator BLack. Which would give veterans a larger amount, each
of these bills would give them a larger amount than that contem-
plated under the original legislation?

General Hines. Thet is correct.

Senator Brack. But if we should happen to pass the Vinson bill
or the Patman bill, and a veteran desired to have continued the
benefit that he would receive until his death or maturity, he could
not do that without surrendering the henefit he would get from the
revision? )

General HiNes. I do not quite understand you, Senator.

Senator Brack. I mean this: We will say that here is a contract
which is, on the original basis, for $1,000 in 1945. We revise it so
that it can be settled now for $1,000.

General Hixgs. Yes.

Senator Brack. If he continued to hold it until 1945, under the
Vinson bill or the Patman bill, T understand that he would still
receive only $1,000?

General Hines. That is correct.

Senator Brack. But if he settled it today, he could get $1,000¢

General Hines. That is correct.

Senator Brack. And under the Harrison bill he would have the
option of continuing to hold it from now until 1945, but would get
interest on $1,000 from now until that time?

General Hixes. Oh, no. He would only get interest on that
amount from the date the surrender value reached the maturity
value; that is, the 4 percent on basic ecredit up to then, but when
that reaches the face value of the certificate he would get additional
interest from that date on. In other words, he holds a certificate
which has reached the face value. From that date on to whatever
date would be the ending date of the 20-year period, he receives 4

reent,
peSenator Brack. Then, whuwever bill we pass, it would be your
idea, as I gather it, that even if we pass the Vinson bill or the
Patman bill, that the veterans who should desire to hold this as
an endowment policy should be during that time in exactly the same
position as those who collected it now

General Hines. Exactly.

%" Senator BLack. And therefore if they were passed, either one of
~them, it would require an amendment to them in order to give that
advantage to the veteran if he retained it?

General Hings. I feel most stronglgf that the veteran should have
the option of either holding his certificate or acting under whatever
plan you pass.

Senator Brack. I agree with that viewpoint.

Senator Gore. Under the Harrison bill, does the soldier have to
hold his certificate to the date of maturity and collect at maturity
in order to get this additional advantage? :

(ieneral HiNes. No. sir; he can cash in at any time under this plan.
If he does that he gets the cash surrender value that is worked out
on_the basis that I have outlined.

Senator Gore. Measured by the time?

General HiNes, Measured by the time.
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The Cuairman. In other words, if the certificate has a face value
in 1939, he could go in and get his face value of $1,000%

General Hines, That is correct.

"The Cuairman. But if he desired to exercise the option of holding
that as an investment to draw the 4 percent compound interest from
the Government, he could do it until 19457

(reneral Hixgs. Until January 1, 1945.

Senator Brack. Would there be much difficulty for you to suggest
an amendment to be offered to either one of the other bills which
would give that option to the veterans in case one of those bilis
should be passed?

General Hines, 1 would be glad to work with the legislative coun-
sel and draw any amendment you desire on that.

Now, keeping in mind the statement I made relative to the two
propositions, one, the appropriation or bond issue, whichever one
you wish to consider, that has to be made as against the increased
i:’os: to the Government, T would like to review these plans just a

ittle.

The maturity value under the Patman plan of the outstanding
certificates is $3.479,802,408. The interest to be refunded or forgiven
is $182,132,302.

Senator Gore. Refunded or forgiven?

General Hixes. Yes, In other words, some interest may have
been collected ; that would be refunded. And that which has been
charged as a lien would be forgiven.

Senator Gore. Have you expressed any opinion on that proposi-
tion of refunding this interest?

General Hixrs. Noj; I have not, Senator, I would like to say this,
in order that we may have a picture of the administrative problem
involved. If we were to attempt to refund interest paid the banks
it would be a very difficult administrative task. Some thousands of
banks would be imvolved; many of them have been closed and are
in the hands of receivers.

Senator Gore. I think Mr. Patman himself indicated that he was
not pressing that proposition to refund interest.

General Hines. And so we would have probably thirty-five million
calculations of interest, and almost an impossible task of getting in
touch with many of the banks,

Senator Kixg., Suppose that I were an ex-service man and had
borrowed 50 percent say 2 or 3 or 4 years ago——

Serll(atm' Gore (interposing). That is the question I was going
to ask.

Senator King. And suppose that I had had the benefit of its use.
Do you think that it is just and proper that I should have that ad-
vantage over my associates who had not had the benefit of the 50-
percent loan during that period?

General Hixes, No, Senator; I would feel that whatever is done,
it should be done equally for all of the veterans involved.

Senator Gore. And to forgive interest to one as contrasted with a
soldier who had not borrowed, would operate as a distinction or
discrimination between them in that sense?

General Hines, Yes. Take an average $1,000 certificate borrowed
upon immediately following the passage of the act of February 27,

130434—35——11
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1931—that was the 50-percent loan law—the veterans who had bor-
rowed the full 50 percent under the Patman plan would receive
now $487.

Under the Vinson plan, $500.

Under the Harrison plan, $180.

That is, the veteran who has not borrowed would reccive under
the Patman plan, $1,000; under the Vinson plan, $1,000; and under
the Harrison plan, $768.

Senator Gore. That is, you took the cash surrender value in the
Harrison plan?

General Hixes. The amount of appropriation required under the
Patman plan, or the amount of currency to be issued, would be
$2.201.934.710,

Senator Kixe. Wonld that take care of loans made by banks and
insurance companies?

General Hixes. Yes, sir: that is the total amount,

NSenator Gore. That is new money?

General Hixes, Yes sir.  The Vinson bill would he $2,263,545,684.

Senator Coxzarny. And in addition. of cour. ¢, interest on that
up to

General Hixes (interrupting), This is based on January 1, 1935,

Senator Conzanny, What T mean is. its total cost is more than
that if you figure you have to pay interest on these bonds until 1945,
wherens with Patman, 1f you issue new money, you would not pay
the interest?

General Hines, That is true, but these are the amounts required
to be apprepriated or issued in bonds. I have not come to the
question of additional cost.

Senator Coxxarry. Why does the Vinson bill cost more?

General Hixes. Tt is made up entirely of the difference in interest.
The interest forgiven in the Vinson bill is greater than that under
the Patman bill.

Senator Gore. One forgives more interest than the other?

General Hines. Yes: Mr. Patman forgives interest from October
1. 1931, and the Vinson bill forgives all interested collected or
acerned,

Sennt?r Coxxarry. It provides for the refund to the banks of
interest ?

General Hizes, Yes: that is what T mean, It provides for refund
to vetera\s of interest collected by banks.
 The Harrison bill would require $1.199.686,958. That means either
currency or bonds. or whichever von wish.

Now, looking at the question of the revision of the settlement and
the additional cost to the Government under various plans:

Under the Patman plan, taking the same date of settlement or
calenlation, February 28, 1935, the gross settlement as I have indi-
cated would be $3.661.934.710. The present value of the certificates,
wiving the earned portion of the 25 percent would be $2,101,433,300,
o the additional cost, just crediting the earned portion would be
21.560.501.410 additional. In other words, that would be the addi-
tional amount of the increased obligation, to the Government.

Senator Kina. Making a total of over $3.000,000,000¢

General Hixes. That is right: ves sir.  If you credited them the
full 25 percent which was added, the cost would be less, in other
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words, the present worth including the entire credit would be
$2,350,740.827, making the inereased cost to the Government cven-
tunlly of $1,311,193,8%3,

Senator Baieey. Do you mean to say that that would be an in-
crease over what was contemplated in the certificates?

Gieneral Hines. It is the amount over and above the amount of
adjustment that you made in 1924,

Senator Batey. That is over the matured value?

General Hings. Not over the matured value. If we look at it
in this way—suppose in 1924 we had paid them all in cash, the cost
at that time would have been $1,400,000,000 in round numbers, If
we had placed also that amount of money increased by 25 percent.
in a fund at 4 percent, it would mature the face value of the out-
standing certificates.

Senator CoNxarLy. What you meant a minute ago is that the dif-
ference between the present cash surrender value and the other plan
would male this difference?

Gieneral Hines, That is right.

Senator Brack. I do not quite understand that. What was the
total 25 percent added?

General Hixes, About $350,000,000. The total amount to be in-
vested would have been about $1,7530,000,000.

Senator Brack, If yvou take $350,000,000 off of $1.560,000,000, it.
does not leave $1.311.000.0002

General Hines. Noj but this is the way you have to work it.
Senator. You have outstanding the face value of these certificates
due commencing January I——

Scenator Brack (interrupting). You take the present value?

General Hixes. Yes; we work the present value and deduct that.

Senator Kixg, Let me see if T understand it. The difference be-
tween the present face value or the present value as against the
matured value in 1945 is considerably more than a billion dollars?

General Hixges. That is correct.

Senator Bamey. Now, can you tell me whether the Harrison plan
adds to or takes from the total amount of matured value, of the
amount of the present certificates?

General Hines, I will come to that in just a second, Senator. 1
was going to take the different plans.

The gross value of the setticment under the Vinson plan, that is.
the outstanding certificates plus the interest to be refunded or for-
given, would amount to $3,723.5345.684. The present value of the cer-
tificates on the same basis as the other, taking first the earned portion
of the credit, would cost additionally $1.622.112.384.

Senator Kinc. That is the difference between the present value
and the maturing value in 19451 .

General Hixes, That is right. But that takes only the earned
portion of the 25 percent.  Taking the full 25 percent, the present.
value would be $2.350,740,827, which would leave an additional cost
of $1.372,804,857.

Now. the Harrison plan.  The gross value of the settlement woulkl
be $2,659,686.958. That. of course, contemplates that ull certificates
would be surrendered either for cash or for bonds—under the plun
as.it is now it would be for bonds—the present value of the certifi-
cates with the earned portion of the 25 percent is $2,101,433.300,
which would cost additionally $358.253.658.
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Senator BaiLey, Do you miean to say that that adds that much
vilue to the original certificates?

Gieneral Hixes, Noj it does not add that much value. It adds
that much cost to the Government to liquidate the settlement made
in 1924,

Senator Bameey, It costs that much more to the Government, but
the veterans would get in the ultimate the face value upon maturity
of their present: certificates?

General Hixes, Noj not all of them. If they all held them to
the end of the 20 vears, they would; but the face value of the cer-
tificates would be matured much earlier. They would be matured
denending upon when they were issued, of course; but taking the
basic eredit at 4 percent from November 11, 1918, up to any Jday
is the present value we are speaking of here.  In the average $1,000
certificate with a basic credit of $400 in 1918, it would reach the
tace value of the present certificate in 1942 on an average. [If the
veteran wished to cash in, he could cash in before, Tf he desired to
hold it longer, he would get 4 percent on his certificate from that
date toJannary 1945,

Senator Crark. On the cash value of the certificate?

General Hines, On the face value of the certificute.

Senator Gore. Wouldn't they all have to hold until 1945 in order
to add this $500.600,000 to the total additional cost under the Harri-
~on plan?

(hlmorall Hixes. Noj they would not all have to hold; no, sir.

‘The Cramsax. This additional cost is due largely to the fact that
vou are giving to them the compound interest from November 11,
19418, to 19257

General Hixes. In other words, we are carrying the obligation
hack to the date of the armistice, which is approximately 6 years
eartier than the original bonus was voted. Part of the additional
cost comes in there.

Senator BaiLey. The additional cost on the Harrison plan over
the existing certificate plan, upon the Government is about $300,
000,000,

General Hines, %500,000,000 if they all surrender.

Senator Barcey. All will not surrender; I am satisfied of that.

General Hixes, I am satisfied of that, too, Senator. And of
cotnrse this is the feature that would change the cost somewhat. As
<oon as n man surrenders his certificate, the insurance protection
ends.  Whatever cost to the Government that might incur is ended,
but he in addition gets a bond paying 3 percent, which he may hold,
atd we eannot tell how long,  So it is rather difficult to estimate the
cost except on the total cost as against the present value.

Senator Baney. It would add $550,000,000 under the Harrison
plan to the present obligations of the Government ?

General Hixes, That is correct.

Senator Bawey. It would be equal to an increase in the national
debt to that extent.

Senator Gore, Is that automatic under this plan or does it depend
on circumstances?

Gieneral Hines. T am not sure that I got your question.

Senator Gonre. If we pass the Harrison plan, does that automati-
cally on that date add this $550,000,0007
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General Hines. It increases the present obligation by that amount.

Senator Gore. I did not think so.

General Hixes. As o matter of fact, I an not entirely certain—
the Treasury could advise you—but it is my understanding that this
total obligation is not set up. In other words, we know that we have
a liability here of £3.500,000000 that will eventually have to be paid.

Senator BaiLey. Is that a liability that is actual? It is offset by
the loans that have been made?

Greneral Hiyes. It is offset to the extent that the loans have been
made. In other words, we have advanced both, both the adjusted-
service certificate fund and the Government life-insurance fund.
K1,700,000.000.

Senator BatLey. You deduct that then?

Genera! Hixes. Yes,

Senator Geery. With the number of veterans cashing in, in 1942,
would that mxee a difference in the amount of money?

General Hixes If they all took bonds?

Senator Gerny. Yes,

General Hixes, Yes, sir.  If they all took bonds it would make
the obligation less,

The Cuamrmax. Now, General, will you state to us just what would
be the difference in the cost to the Government under the present
law. of the three plansi

Senator ConnaLLy, When you say * the present law ™, yvou mean
the present cash-surrender value, do you not?

General Hines. Do vou wish that as giving the present carned
value and—-

The Cuairman (interrupting). Give it to us both ways. You
stated that under the plan that I introduced, it would cost about
$550,000,000 more than the present law?

General Hixes. That is correct.

The CrairMaN. Under the Patman bill, it would cost about what?

General Hines. I will give it first with the earned portion of the
25 pereent, would be $1.560,501,410. The Vinson bill. $1.622.112.384.
Under the Harrison plan, $558,253,658.

The CHAIRMAN. ware is about a billion dollars difference?

General HiNes. That is correct.

Senator Bamky. They are the same in that it would be added to
the obligations of the (Government?

General Hixes. Added to the liability that now exists under the
adjusted-service certificates.

Senator Bamwey. Over and above the present liability under those
certificates?

General Hixes. As T understand it, as soon as you issue bonds, or
under these plans, they immediately add to the existing Government
obligations ontstanding and increase the public debt to that extent!?

Seuator Gore. The taxpayer’s burden?

Senator Barey, That is potential, of course. There will be some
adjustment for failure to eash in and take advamtage!

General Hines, Ohe ves. There are always a certain number of
adjustment~ that will be made, but T believe that these amounts will
work out ubstantially as I have given.

Senator Baey, And it would be safe to say that the demand of
the Patman bill is a demand for £1.500,000,000 more than the cer-
tificates now outstanding?
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General HINES. Yes, sir; added to the liability that now exists.

Senator BaiLey. Is that right?

General Hixes, That is correct,

Senator Bairey. And the demand for the pavment of the Vinson
bill is a demand for an addition of $1,600,000,000 to the present
certificates?

General HiNes. That is correct, added to the present liability of
the Government.

Senator BaiLey. And the demand for the Harrisou bill is a de-
mand for $550,000.000 more than the present certificates?

General Hixgs, T think it is well brought out when you consider
the amounts that would go to cach veteran, as I have indicated.

The Cnamyax. General, may I ask yvou, under the bill that I
introduced, dating it back to the date of the armistice, when would
be the earliest possible date for any certificate that had been issned.
to reach its full face value?

General Hixgs. The factor that would enter into and control that.
which would change it from the average date of maturity that I gave
vou, would be the age factor. In other words, an older man’s certifi-
cate would mature earlier, so that some of them would probably fall
due in 1938 und 1939, Mr. Breining says he thinks some right now,
but they would be very few,

The CrairmMaN. The average would be 19427

General Hixes. Yes. We did have some veterans that were away
out of line on age, some of them as old as 60 or 70.

Senator Crark. Under any of these plans, approximately $470,-
000,000 of bonds would be turned over to the United States Govern-
ment life insurance fund?

General Hines, That is right.

Senator Crark., Can you tell us, under the various plans, the
three plans which have been under diseussion, how Illll(‘lll cash or
bonds would actually have to be turned over to the veterans?

General HiNes, Yes, sir

Senator Kina, Assuming, Senator, that all of the veterans availed
theniselves, The testimony indicates that 370,000 veterans have not
done it?

Senntor ConNarry. There would be a few that would keep their
cortificates and not exercise their option.  As to those, there would
he no inerease in the obligation.

tienera]l Hixes, There is no way of telling exeept, under the Har-
vison bill, if the 500,000 that have not borrowed held their certifi-
eates until January 1, 1945, that is about a 10-percent increase there,
that wauld cost $30.000,000,

The Cuamatan, Would von mind giving us your opinion ander
the proposal T have introduced. knowing what amounts you have
in these funds to which you have alluded, do you believe it could be
tinanced without any addition on our taxes?

General Hizes, The committee heard the Secretary of the Treas-
urv say vesterday that he did not believe that it could.

Fhe CrairyaN. Yes; we heard that.

Geneval Hizeso T ocan only say that is a matter which the
“Creasury would have to handle. His judgment certainly would be
botier than mine, 1 would feel that <o far as the eash outlay under
your plan is concerned, that the adjusted-service certiticate fund
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could cover it. I have no way of telling and I must take the Secre-
tary’s statement that to issue bonds or to pay in lieu of bonds, to
pay cash, would require additional taxes.

he Criazrman. You have got to provide for the interest and sink-
in% fund to redeem your bonds? .

eneral Hixes, Yes, sir. I should say that the Secretary’s opin-
ion on that is the one that should stand from the administration
standpoint,

Senator CLark. You say in your statement that this figure in the
certificate was arrived at, in taking the amount determined upon as
a single, net premium?

General Hines. That is right,

Senator Crark. But that practice has not actually been followed
by the Government?

General Hines. The Government has appropriated annually, and,
of course, the investment have been made as we got the appropria-
tion, so it has not been taken as a net single premium, but as an
annual proposition, :

Senator Crark. There is a very material difference between the
size of the fund over what it would have been between taking it
us a net single premium and taking it as an annual premium?

General Hines, Mr. Breining tells me, and he has been going
over this, that the law provides an annual premium. If we had
taken a single premium, there would have been a larger fund.

Senator Crark. Then if the law provides an annual premium, I
call your attention to your statement:

If the credit exceeded $50 payments were made in 10 equal gquarterly
installments, The amount of the adjusted-service certificate was determined
by taking the net service credit and adding thereto 25 percent and the figure
thus arrived at wus used as a net single premium according to the American
Experience Table of Mortality with interest at the rate of 4 percent, com-
pounded annually, to procure for the veteran a paid-up 20-year endowment
policy of insurance.

General HiNes. That statement is correct.

Senator CLARK. Is there not a very material difference between the
net premium system and the annual Eremium system {

General Hixes. Yes; there is a difference, but the amount that is
in the fund at this time, as against what we should have to meet the
reserve value of that fund is very slight. Part of it is made up by
earnings in the loans made on certificates, and by appropriations.
It seems to me that the appropriation for this year, which would
have brought the fund actuarially up to the amount that it should
have been, was about $50.000,000 short, but the fund as it would be
(l)l(r)x(t]ior the straight investment single premium lacks about $800,-

,000.

Senator Crark. How much is in that fund{

General Hings. The net worth of the fund is $1,337,786,128.84 and
$100.000.000 more will be available July 1. 1935.

Senator Cuark. What would it have been—can you give us the
information—if the single-premium system was not followed?

General Hines. It would have been $2,101.433,300. So the dif-
ference between those two amounts is the difference between what the
fund would have been and what it is now.
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Senator CLark. Does not that computation enter into the figures
you have just given us as to the cost of these various plans?

General Hines, Yes, sir.

Senator Gerry. General, I want to get these plans clear in my
mind. As I understand your statement, the Harrison bill will cost
about $500,000,000 more ¢

General Hings. $558,000,000.

Senator Gerry. More than the present law?

General Hines, Yes, sir.

Senator Gerry. That is a general estimate on the amount of bonds
that will be taken up before 1945¢

General Hixes. That includes the additional cost, and it is exactly
on the same basis as the Vinson and the Patman plan. Giving the
full credit of the fund as it should have been.

Senator Gerry. If all the bonds were taken by 1942, as I under-
stand your statement, that would lower that something like
$50,000,000

General HiNes. No, sir.  The $558,000,000 is the present value of
the additional cost and is all inclusive,

Senator Gerry. The more bonds that the veterans take, or the
greater number of veterans who take bonds, would reduce the cost
under the Harrison plan, is that correct?

General Hings, Up to a certain point.

Senator Gerry. That begins about 19429

General Hinges. 1942 is the average. The surrender value reaches
the maturity value.

Senator King. What is the difference between borrowing
money——

Sen);tor Gerey (interrupting). May I get an answer to my ques-
tion, Senator, please?

Senator King., Yes.

General Hines. My answer is if on an average the certificate is
worth $1.000, this face value will reach $1,000 in 1942. If he
continues to hold his certificate to January 1, 1945, he will receive
in addition $115 over and above the face value. If all of the 500000
veterans that have not borrowed should hold those, it would cost
the Government between $50,000,000 and $55,000,000.

Senator GErry. If many of the veterans, for example, take the
face value of their certificate and take bonds, suy. in 1938, would
that lower the total cost? )

General Hinks. We would save whatever interest that would be,
but we figure on a present value right straight through, so it would
remain constant until the face value of the certificate was reached.

Senator CLark. General, if this original single-premium system
had been followed, the original single premium would have been
about $la775»000’000; would 1t not ?

General Hixgs, Yes.

Senator CrLark. And at 4 percent from 1925 to 1935, 10 years, 40
percent should have accrued in interest, should it not?

General Hines, That is right.

Senator CLARK. So that the amount at this time on the single
premium plan would be $2.485,000,000, would it not !

General Hixes. There is only one difference between your calcula-
tion and the actual value of the fund. and that is the insurance
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feature, which is taken out, the protection that goes for the
insurance,

Senator CLark. How much is that?

General Hines. Approximately $130,000,000. So it would vary
that straight interest as you have taken the single premium.

Senator CLark. The cost of the insurance would be deducted from
the figures I have read?

General HiNes. Yes,

Senator ConnaLLY, Is it not a fact that part of the added cost
of the Harrison plan is in the fact that he is disregarding the amount
charged for carrying this insurance?

General Hings, Yes. .

Senator CoNNarLLy. And that amounts to how much?

General Hines, $130,000,000.

Senator CoNNaLLy. So there is $130,000,000 of his $500,000,000%
b Gsnerul Hines. Yes. There is no insurance feature if they take

onds.

Senator ConnaLLy, What I mean is that under the original set
up, you had to deduct enough money to mature this policy in 1945%

General Hines. That is right, The cost of the insurance was
constdered.

Senator CoNNaLLY. And the carrying of that insurance amounted
in the long run to $130.000,0002

General HINes, On all certificates to date.

Senator ConnNALLY. To all the certificates duef

(Gienernl Hines. That is right.  On all certificates to date.

Senator CoNNaLLy. Senator Harrison’s plan disregards that and
say that we won’t charge them anything for carrying this insurance,
that we will go back to 1918 and charge them 4-percent straight
compound interest from November 11, 1918, to the day they cash
the certificate?

General Hings. That is right. We take nothing out for that.

Senator CoNNALLY. So that his plan in that respect would add
something to every certificate holder’s value, would it not?

General Hines, Yes:if we eash in all of them, about $130,000,000.

Senator Coxnawry. If he cashed in or not he would have gotten
the remission of what had been charged him for the insurance
feature?

General Hines. Yes.

Senator ConNarny. The other $240,000.000 which Senator Har-
rison’s bill increases would be the added charge of the man who
holds the bond after it is matured and gets the 4 percent for the 3
vears from 1924 to 1945, would it not?

General Hines, That is part of it, and the other pavt is made up
in going back to 1918; the additional interest.

Senator ConNaLLy. That is true, but if you went back to 1918 and
disregarded the insurance, it would be the same thing?

General Hixes. Yes. The insurance and the interest are the gov-
erning factors,

Senator Gore. Tell me this, General : Do all of these different esti-
mates resulting from the single premium and the annual premium,
d  that not rome to this, like the head of a family giving his wife
a. - ~everal ehildren the money with which to buy Christmas gifts
for himself ?
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General Hines. I do not quite get the question.

Senator Gore. Does it all come out of the Treasury and the tax-
payers in the long run, aryhow{

eneral Hines, Yes; it does.

Senator Gore. I do not see much point in it, because it looks like
juggling with words.

seneral Hings. Whatever the additional cost is, of course, we will
eventually have to collect it in some way.

Senator Crark. It makes a great deal of difference in what the
ultimate cost of the plan is, does it not, General?

General HiNes. There is no ultimate difference in the cost between
the single and the annual when we finally get down to it.

Senator Gore. That is the point.

Senator Crark. Do you mean that the cost of the plan to the
Government is no more under the single-premium plan than under
the annual plant

General Hines. No.

Senator Crarr. As far as the actual cost to the Government, the
amount raised in taxation and expended will be essentially different
under the two plans, would it not¥ I am not talking about what
veterans get; I am talking about what the Government actually puts
out—will be much more under the annual-premium plan than under
the single-premium plan?t

General Hixes, We have a mathematical equivalent of what is
necessary to clear up the liability.

Senator Gore. I am a little misty on this. Under this annual-
premium business, would not the Government be paying on that?

General Hines. The Government has to as long as it borrows
money; yes, sir.

Senator Gore. That is the point; and whether it calls it one single
premium and pays interest on the whole amount for the current
period or calls it an annual premium and pays only on that, it has
to come out in the long run from the same place.

General Hings, These costs, as we analyze them, is the difference
between the original settlement and the settlement we are talking
about now.

Senator Brack. It comes down as to a question of whether or not
it was fair at the outset to tell the veterans that they would be paid
a certain amount additional for their service in the war, and then
to make that payment as of a date 7 or 8 years after the service was
performed. That is what it gets down to.

General Hixes. That is the problem. T think probably the Sena-
tor was not here when I said that the whole question, in my judg-
ment, comes down to whether the settlement was a right settlement
in 1924 and whether vou wish to revise it,

Senator Brack. And in all of the figures you have given as to ad-
ditional cost, that the additional cost really in the final analysis
rests on the difference bet ween making the payment as of the date the
service was performed and as of T or 8 years thereafter?

Gicneral Hines, Well, it is 20 years thereafter. It is a 20-vear
endowment policy, but you must, of course, take into account what-
ever protection has been accorded by the insurance feature of the
policy.
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Senator Brack. Certainly. But what I am getting at is that the
additional cost that you have given on each plan simply represents
the amount of dollars that is the difference between the payment of
the agreed amount at the date the service was performed and at
various dates provided in these new bills,

!(;e(rlternl Hi~ges. That is right except the factor of the 25 percent
added.

Senator Brack. Yes. But assuming that the original amount was
due the veterans, an additional amount per day. and of the additionad
2h percent, assuming that to be correct and a just and legitimate
payment to be made to these men who served in the war—assuming
that—the different figures you have given as to the additional cost
represents nothing more or less than the difference in the dating of
payment at the time they performed the service in the war. and
paying it 7 or 8 or 10 or 20 years thereafter?

General Hines. I think I understand. T would not say it exactly
the same way, Senator, but it means this: It means that if you had
paid the original amount, $1 a day and $1.25 a day in 1924 in cash,
you would have paid $1,400,000,000. In lieu of that, however, you
have added to that amount 25 percent, which I think is fair to say
was for the deferred payment which was going to be made 20 years
hence, so the additional costs are involved in the earnings of that
amount put into a fund to redeem these certificates, .

Senator Brack. As I understood you in the beginning, and as 1
understand you now. the 25 percent was not given in lieu of the
payment of the interest between 1918 or 1917, when the men actually
worked, and 19242

General Hixes. Noj in my judgiment it was not.

Senator Brack. So that under the plan as originally provided,
aceording to your interpretation of the agreed payment, the veteran
has never had $1 included in this payment to repay the interest on
the amount between the date that he actually served in the war
and 1924 and 1925¢

General Hixes. Yes, Senator; the veteran has had 4 percent inter-
est paid on not only a basic credit, but the 25 percent.

Senator Brack. That is from 19247

General Hixes, IFrom 19255 ves. Those that had borrowed. of
course, have paid various rates of interest. They are paying 314
percent now on the amount that they horrowed. This additional
cost that T have given here on the various plans is the additions]
cost of this form of settlement made now as against the one that wae
made in 1924,

Senator Brack. Let us take one soldier. a private soldier that
enlisted, we will say, or was called into service in 1917, He xerved
in 1917, In 1923 he obtained a certificate to represent an additional
payment to him. Did that additional pavment include, in yonr
mterpretation, any interest on what he would have been paid in 1917,
to 192357

General Hixes, No.

Senator Brack. It did not?

General Hixes. That is right.

Senator Brack. Se that the settlement that was made then on the
honus controversy in 1925 did not place him in the same position
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that he would have been in if that private soldier had received
that payment at the time he was serving either here or abroad?

General Hings, That is correct,

Senator Back. So that when you talk about the difference in the
cost and what we are considering today is whether we will pay that
soldier what was agreed to be paid him in 1925, not as of 1925 but -
as of the date when he actually wore the uniform?

p G:incrui Hives. Of course, that is a matter for the Congress to
ecide. :

Senator Brack. That is the differénce though, is it not? That is
what makes up the additional cost in each plan?

General Hings, No. What makes up the additional cost, Senator,
hax nothing to do with the delay from 1917 to 1925. The additional
cost is made up in paying this obligation 10 years before it ix
new due,

Senator Brack. T know that, but we are talking abont, and you
say 1t is wholly a question of revising the original contract?

General Hines, That is right.

Senator Brack. The revision in the long run and the additional
money that has been figured out in these bills i« figured out on the
basis, is it not, that these soldiers were entitled to have this money
on the day they performed their services?

*  General Hixes. The Congress decided in 1924 it would be dated
from January 1, 1925,

Senator Brack. That is right.

General Hines, And if the Congress decides that the money was
due back in 1917 and 1918, you have an entirely different proposition,

Senator Brack. That is what I am1 getting at.  We have an en-
tirely different thing. And that additional money that is proposed
to be paid here according to what you say, would be on the theory
that the Congress decided that the men should be paid not as of
1925 but ax of the date they actually worked, is it not?

General Hines. Senator, the costs that T have given are the «if-
forence hetween the settlements proposed now and the original set-
tlement in 1924, TIf you are going to take an obligation and say
that it was due back in 1917 and allow the men interest on it, 1t
woutld take up a large part of that additioand cost.

Senator Buack, It takes up practically all of it, does it not?

Senator Gore. That Targely accounts for the increase, does it not!

General Hines. Noj the increase, Senator, is made up in the dif-
ference in plans. In other words, this fund is supposed to earn a
certain amount.  If the fund is stopped and the money does not
earn it, necessarily the additional cost has to be made up in some
way, because you are paying the fuce value of a certificate vow—-. -

Senator (ore (interrupting). I thought you said a moment ago
in answer to Senator Black, that the increase under this plan was
hecanse yon =et the date back from 1925 to 19182

General Thyes, You misunderstood me, T did not say we set
the date back.,  Senator Havvison's plan carvies the basie eredit back
to 1918 and pays 4 percent interest on it.

Senator Gore., Thut accounts for the increuse, does it not?

General Hizes. That i only one factor, That accounts for part
of the inevease. but there is no insurance charge there.
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Senator Gore. These other plan—do they not take it back, tou?

General Hizes. Mr. Patman’s plan takes it back to October 1.
1931, as being the date when interest will be remitted, and that is
the date that he feels that the amount is due.

Senator Goxr, He does not shift computing intevest back fromn
1925¢ o

General Hines. Noj he only remits it,

Senator Gore. But he does add 2 pereent to the rate. does he not !

General Hixes. And he adds another thing which makes a dif-
ference. He does not deduct the $60 which are deducted in our
calenlations.

Senator Gore. He compute~ interee® g the cash that they got?

General Hrwrs, And IL‘“P\'I‘ the Patmam plan involves 6 percent.

Senator Gorr. One more question The Vinwon plan—what 1o
that?

General Hixes. That contemplate~ the rertificates are dne now anid
shonld be paid now. and the interext <hould he remigtod

Senator Goge. And that acenunts " the added value on his
scheme?

General Hings. That i ;1™ - - ard matutity face value
that is due in 1945, 10 Sears ahead ¢ ¢ 0 yme

Senator GGorr. And the point vbu made 8.1 f Congpess thinks the
original settiement wa~ not fau snd wants to muke a new wttle-
ment, it conld make it on that basie a< v.oll a< 1t made the fint one?

General Hixes. Ye<

Senator Gorr. 1f Congress <houbl devide tha: they <hould pay
them $2 a «day. that woulll make «till a different vesalt or contract?

General Hrwea, Naturally, sttl o different problem.

Senator Crark. Cun you tell u~ what it would have cost the Gov-
ernment to have paid in cash in 1918 a< of November 11, 1918, the
amount actually set up in the present law le~- 23 porcent 1

General Hines. About $1,400,000,000,

Senator Coxxanry. That is on the struight $1.25 a day?

General Hrees, On the certificates now 1ssued.

Senator ConzarLy. Disregarding the 25 percent?

General Hines. Yes,

Senator CLark. So that all this additional cost is due to the fact
that the Government did not pay that man when it was actually due,
if it was due at all, and spreading it over 30 years?

General Hixes. I would not attempt to say when Congress con-
siders the amount due, but Congress has a right to change it if it
wishes to.

lSen?ator Brack. You have given us the additional cost on the three
ans
P General Hixes. Right.

Senator Brack. Can you give us, and let us assume that Congress
intended to pay that $1.25 and the 25 percent, can you give us
what it woultxl) cost in addition now to date these payments back to
the actual time the service was performed?

General Hixes. To what date!?

Senator Brack. Go back to October or November. November
would not take it to the date that they performed the service.

General Hixzs, I could work that out for you. but we havent it
available for you here,
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Senator Brack. As a matter of fact, is it not true that if you
worked that out and went back to the date the service was actually
porformed, that the Government would not be paying any ap-
preciable amount in addition to what they originally agreed to pay?

General Hines. Do I understand that we are to pay interest on
this amount, or just assume the amount is due?

Menator Brack. Of course, you charge the veteran interest if he
comes and gets some of it, but 1 assume that fairness and justice
wonld require that if you deprived the man the payment of what
he earned, from the time he wore the uniform, that tile Government
ought to pay interest too. They would do that on the contracts
made with private individuals for munitions.

Senator CLark. And on tax refunds.

Senator Buack., What I am getting at is this, that it is purely a
difference in the plan. What I am sure is, if you figure it out, that
it. will cost the Government a certain amount more than there is
included in the original bill. What T am sure of is that this is
based almost entirely on the difference between figuring on what we
would have paid at the time the service was performed, and how
much we would give them now.

fieneral Hines, I would not agree that the amonnt would be the
same. It could probably be worked out by taking the basie rate
and say it was due in 1918 and adding interest up to now.

Senator Brack. That is what T am getting at.

(ieneral Hines. But the difference in the plan

Senator Brack (interposing). The ditference in the plan is the
difference in figuring out that you will figure it as paying the man
when he did the work, like we paid the men that supplied muni-
tions, a)n(l the difference of paying him 7 or 8 years after, is that
correct?

Greneral Hines, That is correct, but if you take that, Senator, you,
of course, are bringing about a new plan.

Senator Brack. We are bringing about a new plan, and the new
plan would be on paying the man at the time he performed the serv-
iees instead of paying it vears afterward.

General Hines. Yes: if you suggest a date I will be glad to work
it out.

Senator Brack. May I ask you if there were any munition manu-
fueturers from whom purchases were made, or any contractors who
performed services for the Government, who were compelled to wait
R or 1 years or 7 years or 20 yvears to get their payvment from the
Grovernment ?

(teneral Hixes. T have no direct information—

Senator Crark (interpoxing). ‘They were paid in advance.

General Hines, T have no divect information, but it is my under-
scanding that settlements were made.

Senator Brack. Do vou know whether or not a single contractor
for «t contract in eivilian life which the Government made, men who
woere not wearing the uniform, but who were supplying munitions,
it they had to wait 7 or 8 or 10 years for their pay, andl if they did
not got interest at the rate of 6 percent!

Geperal Hixes, Tt ix my understanding that interest was paid,
hut T have no direet information on what it was or the rate,
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Senator Brack. So that in reality, if we actually owed these

eople this money, these people who were performing a service, and
1t was a just obligation, what this new plan would be doing in addi-
tion to recognizing that we owed the money is to recognize the fact
that we ought to place them in equally the same situation as they
would have been placed if they had received pay at the time they
performed the services. That is the difference, is it not!?

General HiNes, That is the difference, Senator,

Senator Crarx, If the present plan were not changed, it wonld
be necessary for the (overmment to raise $2,130,000,000 between
now and 1945, taking the face value of the certificates as about
$3.500,000.000 and deducting the certificate fund, which I believe
you said was $1.350,000,000, and leaves n difference of $2.130.000,000
that under the present law must be raised in some way between
now and 1945,

General Hinks, That is right. Part of that will be raised by
earnings in the event——

Senator Craxk (interrupting). Tt must be raised in some way
between now and 19452

General Hines. Certainly.

Senator CLark. A little while ago I asked you for some figures
as to the actual amount of cash and bonds that would have to be
paid out to veterans under the three different plans, Can you give
them to me?

General Hixes. Yes, Under the Patman plan

Senator Crark (interrupting). Under any of these three plans,
that $470,000,000 has to be paid to the insurance fund in bonds?

General Hixes, Of course, the Patian plan, if they issue currency,
the currency would pay off the loans on the certificates in the insur-
ance fund, so there would be no bonds there.

Under the Harrison plan, it contemplates giving to the insurance
fund Treasury bonds at 414 percent. As I understand your ques-
tion, what you wanted was, what was the additional amount

Senater CLark (interrupting). What T want to know is, What was
the amount of cash or bonds actually paid out to veterans, not to
the insurance fund? TUnder these three different plans.

General Hines. Under the Patman plan, the amount to be paid
out to veterans would be $1,954.000,000. Under the Vinson plan,
$2,016,500,000. Under the Harrison plan, $950,000,000.

Senator Gore. A moment ago you said that this fund was increased
by earnings from the fund. That merely means that the Govern-
ment pays interest on its bonds and it is credited to these funds?

General Hines, We have made loans to veterans on their cer-
tificates out of this adjustment-service-certificate fund for money
appropriated to the fund to build it up. That interest. of course.
is an 1nterest earning. In addition te that. we have some Govern-
ment securities in the fund that are earning intercst.

Senator Gore. Is not practically the entire fund invested in Gov-
ernment bonds?

General Hixes, Tt is all invested in Government bonds and loans
on adjusted-zervice certifientoz, and, of conree, if the Government is
horrowing money, the (Government is paying interest.

Senator (iore. It just takes money out of one hand and puts it
into the other? From one fund to the other?
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General Hixes. That is vight.

Senator Gore. You referred to the bill that I had introduced!?

General Hixes, Yes,

Senator Gore. T introduced that before Senator Harrison intro-
duced his bill.

The CHatrgmMaN. T may say that T have had a communication from
the Secretary of State and he is making a report on your proposition.

Senator Gore. I want to suggest this to the General: I do not have
in mind at this time offering a substitute for Senator’s Harrison’s
plan. T might consider the advisability of offering it as an amend-
ment, Do you know of any serious objection to the adoption of that
plan? T do not see how it could do any harm. It authorizes the
President to enter into_agreements with debtor nations to readjust
their debts, one condition being that they pay in cash a suflicient
amount to pay these adjusted-service certificates. T figure that
if they will pay anything, they will pay that, and if they won't pay
that, they won't pay anything, aud the sooner we kuow that, the
hetter,

General Hines, The question you put to me is a rather difficult
one to answer because it involves a department which T have nothing
to do with, the Department of State.

Senator Gore. That is the reason I asked you if vou see any spe-
cial objection to the plan. T did not ask you for an affirmative
answer or recommendation,

General Hings, If T understand you correctly, you would add
another provision or another option to the Harriron pian?

Senator Gore. That is what it would do. That the President is
given the power and the option as I stated.

General Hines. I can see no objection to giving the President the
right to do anything of that kind 1f it meets with the approval of the
State Departnent and the President.

Senator Gore. We are going to obtain their views on the subject.
and it would be an alternative proposition, simply giving the Presi.
dent that discretion, ‘

The CuairyaN. Are there any other questions{

Senator Brack. A few moments ago you said you could supply
the cost to the Government of these certificates as of the date, we
will say, the average date, that the service was rendered, if the
amount agreed to be paid in the bill of 1924 had been paid as of
that date. I would like to have that computed on the basis of ¢-per-
cent interest, 3-percent interest, and 4-percent interest, and then I
would like to know whether or not after those figures are reached,
the Vinson bill would require the payment of any amount in excess
of that, and if so, how much and why?

General Hines, As I understaud it, you want as of Junuary 1,
1025, the amount of the basic eredit, which was $1.400,000,000, car-
ried back to 1918, at 6 percent, 5 percent. and 4 percent. to see what
additional cost then the present plan or the Vinson plan would
have—-

Senator Brack (interposing). If it actually has any.  And if so,
what that additional cost ix, In other words, what T am getting
it is {his: That my belief is that if it ix figured back on that basis,
that the Government will not have to pay an additional dollar more
than it owed in all justice.
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Genernl Hixes, T would be glad to work that out. There is one
question in connection with that, Do you wish to increase the basie
credit by 25 percent or not!?

Senator BLack. I want the agreement that the Government made
to pay these people. That is what it was. They agreed to pay
them this, and it is your interpretation, and T think you are right,
that that was not given to compensate for back interest, and there-
fore that should not be included.

General Hixes, That will be done.

Senator Warsit. You want the same certificate dated back to the
time of service?

Senator Brack. And give eredit for the $60, which of course
should not have been included in the adjusted-service certificates.

General Hixes. You do not wish that dedueted?

Senator Brack., 1 want it deducted, heenuse that was quite a
different thing.

Senator CLark. You do not want it charged to the veterans?

Senator Brack. No.

Senator Crari. Just to enable them to get a suit of clothes, that
is what that $60 was for.

Senator Brick. That is an entirely different thing. of course.
1 do not want that included.

The Cnamyan. Before the committee recesses, T may =ay to Mr.
Hickerson and Mr, Stephens, who were on the calendar last Monday
and who were not there, that they will be permitted to put into the
record their stutement. confining 1t to this subject matter.

Senator CoxvanLy, Will this close the heavings now?

The Cramyman, T was in hope that tomorrow we conld eet in
executive session and go into the matter.

Senator Coxvarny. Congressman Patman wanted 10 minutes, 1
helieve he said, to sum up.

The Crammax. All right, Mr. Patman,

Senator Conzarny. Before we do that, T want to hle for the
record here a letter addressed to me from the legislative committee
of the Veterans of Foreign Wars of my State.  He demands that 1
call thix to the attention of the committee,

(And the same is as follows:)

Arnin 220 1933,
Hon, FoM Conyanny,
Membher Fouwiee Committee, United States Seaate,
Washinaton, D, €,

DEAR SENVIOR CoNsaALLY @ The preamble of the Havrison hill presupposes
that the *veterans ™ of the Workl War have been genervonsly accorded benefies
by the Governent, The * benefits ™ have been fully deseribed: and for the
ex-enlisted, inducted, drafted, and * emorgeney commissioned ™, they have heen
very generous indeed,

The question artses as to what kind of service wax rendered to entitle a
man to the deslgnation “veteran ™. Therein comexr  the injustice put into
offect by nonveteran ntluences In Congress,

I will (ake the enumernted benetits in order and show how the veteran has
not Iwen gonerousty dealt with in any degree comparable to Bis stay-at-home
<hort-tenm hrother-soldier of the World War:

Lusupapce-Most of our aversens veterans of the World War were forcod to
lupso thelr insuranee due (o the pressing need of their familios: and to belng
wble to osiablish servieo-conuection for disability, for reasons explained

[ HUEHE) W 12
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under the heading * Compensation.”  The money already paid in as premivis
reverted to the Government.

Compenaation—--Most Senators whl remember section 206 of the originul
Sweet bill. Thix provision was atmed directly at the overseas wen of the
World War, Adjutant General Office records must prevail in estublishing
rervice<connection for disability. No Adjutant General's Oftice tecord of hos-
pitalization or treatient—ne compensation, The Veterans' Bureau officiuls
even went No far as to state that “ medicnd evidence only was aceeptable.”  In
one eaxe a letter was went over the personal signature of the Director in an
appedled case reiding substantially as follows: *Any new evidence you may
wixh to submit. to receive consideration, must be in the nature of reports of
examinations or treatments, under onth.”  Lay evidence, the only kind ebtain-
able by the oversens men, was net worth the paper upon which it was written,
under the provisfons of scetion 206, The Senators will therefore remember
well the fight of the Veterans of Forelmm Wars for its repeal. The act of
1930 gave the repeal, and also made mandatory, in ne uncertain terms, the
eeeptance of *lay " evidence,

In 1930 it was tao Infe for a great many of our overseias veterans to obtain
oven “lay " evidence in order to sulwtantiate their elahins,  Jokers, llke soe-
tion 208, placed in the law, gave every advantage to the home soldier whose
hospital rocord was complete, and thousunds who hid not heen in the service
fong enough to have worn the uniform recelved huge smns in benefits, Seryve
tee-comneetion and meilieal record during service or in the year following dis-
charge were the determining factors for bhenefits,

Disaditity allmeances—Home soldiers preferred,

Hoxpitalization—Depending upon service connection,

Vacutional rehabititation-—"this depended entirely upon the estublishment of
serviee conneetion,

Adjusted eompensation—As liberalized by this aet: There i only one that
may be considered as fair by the veteran and that Is payment in eaxh, or in
any kind of money that will buy bread. The veteran of 1917-1R, had a vather
bitter experience with bonds.  Liberty bonds he was forced to buy from hix
sl pay us e soldier, he v again foareed to hypothecate, usually at a bhig
discount, to provide necessities for his family, The banker became profiteer.
Why should the Congeess try to piss another lmnker hitt?

Among the “benetits ” listed we fuil to recognize the * disabled emergencey
oflicers vetirement,”  Did Kepator Harvison forget that there might be some
veterans among the henefieiariex of that act?  Or, does he too realize that it
wix not designed for the veteran soldier? At the dute of the pessing of that
aci. i so-called Y emergencey officer” must have 3¢ pereent service-connected
disalbility, T will elte o case showing how that was worked ont, A man was
commissioned 2 days before the armistice and was discharged Iy in 1019,
Was uover out of the United NStites during that time. e wus emnployed
as chiof wmedleal officer fu the regional office of the Veterans' Buresu, and
learned veterans' recnlations, He was nble to prove service connection—360
percent  amd was placed upon the emergeney officers retired list.  Who exam-
ined hing, and who vated his casey  Was it hix subordinates in otfice?  He hos
sinee, however, been able to gualify physicatly, aml mentally, for a commis-
sion in the Reserve Corps of the Army ax major. He just happens to have
been  “ Chicf-Whaop<de-Gurry ™ of the Forty and Iight. Thix man could
receive the benetits, Senator; but on the other hand U cin ~how you men who
were ghssedd and shell-shoceked in the front-line trenches, who were unable to
qualify for retirement through laek of medieal evidence,

The national headguarters of a strong organization of the lecions of home
soddiers has, since 1921, consistently fousht lecistation for the veteran soldier.
For that reaxon the veterans tod: ¢ demunding justice in how the adjusted-
service compensation shall be paid regardless of the wishes of those who have
little coming to them rn necount of ek ot serviee during the war.

Kottor Conptbv, we denaud that the contents of this letter he placed hefore
the Senate Pinanee Committee for ity disision as 1o the merits of (e veterans®

Cise,

Respectfully yours,
ARTHUR W, DigoTT,
Chutrman Legistalive Connuittec,
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STATEMENT OF HON. WRIGHT PATMAN—Resumed

Mr. Parsan. I hold in my hand a copy of the Gold Reserve Act
of 1934 approved January 30 of that year. That Gold Reserve Act
places all title to all gold in the United States Government; that is,
section 2 of the act, und section 6 of the act provide that a reserve
for United States notes shall be maintained in gold bullion equal to
the dollar amounts required by law. Therefore, all of the gold in the
Treasury, Mr. Chairman, is behind United States notes, and instead
of a 40-percent reserve, it occurs to me this muakes a 100-percent
reserve, and as further evidence that this construction is the correct
interpretation, it says in section 15 of the act, * including United
States notes, the reserve "—it says—
wherever reference is made in this act to equivitlence between dollars ained
currency, to United States notes and gold, one §1 or §1 face amount in cur-
rency of the United States equils such & number of grains of gold nine-tenths
fite as of the time referred to are contained in the standard unit of value,

Therefore the money we propose to issue, Mr. Chairman, will be
backed not by 100 cents in gold, but by $1.30 in gold for every dollar
issued. and about 20 cents m silver. So it cannot be tint money, but
will be backed by more than a 100-percent gold reserve. [ just want
to bring that out.

Senator Warsu. Does the Treasury Department agree with that
construction?

Mr. Pamyan. They would not take the opposite view. I will state
to the gentleman from Massachusetts. In other words, it is so plain
I do not think they would question it. (If it should be questioned
we have an argument equally strong that they cannot possibly ques-
tion. 1t is the duty of the Treasury to keep all money on a parity
with all coins and currency issued by the Government. The Govern-
ment having title to all this $8.600,000.000 in gold will be obligated
to wse it for that purpose. This amount of gold is more than suff-
cient. to redeem all outstanding money and in addition the money
we propose to issue.)

The statement made by Mr. Morgenthan does not affect our bill
that came here from the House, because our bill does not affect the
Budget. Tt will not cause an increase in the taxes and it will not
canse additional taxes to be issued. therefore the statement would not
touch our bill.

Some reference was made as to when these certificates are due.
If vou date the certificates back and say that each veteran was en-
titled to that moncy as of the average date between the beginning
and the ending of the average man’s service and give it to him as of
that time and not deduct that $60. and with 6 percent interest, com-
pounded annually. the whole amount was due October 1, 1931.

Remember. Mr, Chairman, while we are putting the %60 back, we
are releasing that 25 percent which Congress acknowledged was
compensation for waiting 20 vears. and they have waited 17 vears.
We are releasing that entirely. The accumulation of that to date
would amount to $85. That is the only bonus in the act. and we are
releasing it, and we are asking you to give back the $60, because
it should have never been deducted. That $60 was paid to every
man irrespective of the length of his service, and it does not take
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into consideration the varying term of the service, some of them hav-
ing served only a short time, a few days. The $8,000 a year officer
kept his and was not required to f.y it back. Therefore it was due
October 1. 1931, computing it as I have just outlined.

Senator CoxNarLy. The $3,000 ofticer did not get it.

Mr. Parsan, Yes: and neither did the 3-day serviceman.  In
other words, sonle were in the service 1 day and got their $60.

This boud feature of the chairman’s bill—1 suggest that no bill
should carry that provision limiting the disposition of the bond as
contained therein. I appreciate the fact that the chairman is trying
to protect the veterans by making it a violation of the law to sell
these certificates below par, but in practice I believe that will be
meaningless.  You take a case of barter or trade, you could not make
a case against anybody for aceepting what he sold, for less money.
Suppose, for instance, a veteran wanted to buy a Ford car and the
dealer really would sell it for $300, but if he had to take u certificate
he would make him pay $400 if he took the certificate,

The CammaN. Do you think if Congress should pass the bill, that
they would propose that that provision should be stricken out?

Mr. Patman. I think it should be fixed so thut the veteran will get
the money.

The CHamMmaN. That proceeds on the theory that whoever pur-
chases these bonds from the veteran shall not pay him less than par
value, so it would not be the veteran that would be prosecuted but it
would be the other fellow.

Mr. Parman. I think it would be meaningless, Mr. Chairman.

The CaaexMaxN. It is in several other acts.

Mr. PatvaN, Yes, sir; I appreciate the fact that the intentions are
good. I do not think it will be effective, and why should the Gov-
ernment force three and a half million veterans to make independent
transactions when the (Government can make one transaction and
sutisfy all of them, and the Government is in a better position to de
it? I think the Government should not scatter the bonds all over the
country. You will recall that after the World War, with the vast
number of Liberty bonds in everybody’s hands, the bond market went
down. We don’t know what kind of trades they might want to make
in barter, and so forth.

Senator Warsa. If your bill fuiled of passage, would you favor
the Vinson bill?

Mr. ParmaxN, Of course, I would. I am for the bill that passed
the House. I am for that first, because it is no increase in the
national debt, no new taxes, no new bonds, but if I could not get that
bill, I would certainly favor the Vinson bill or any other bill that is
a 100-percent cash payment.

q Eo?ator ConnNarry. The Vinson bill would increase the national
ebt

Mr, Paranaw, Tt wonld,

Nenator Conxary., Tt would increase it to the anount of the in-
terest for 10 vears?

Mr, Paesan. At least that much, Although T do not want to do
that. I will state to the gentleman from Texas, T am not in favor of
it and I would not want to vote that wav, but at the <ame time 1
wonld do that if T could not get anvthing better.
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The gentleman from Texa~ suggested awhile ago when you ex-
ilained to a person that these certificates are not due until 1943, it
I~ toie the avernge person will say. = 1 probably had not considered
that. and maybe it should not be puid until then ™. but when you
answer him and «ay, = But did you know that the veterans were
deprived of between 61, and 7 years” interest, and all they are ask-
ing for now i~ to pay these certifientes back and pay them this
money ax of the time they rendered the serviee, with a fair adjust-
ment as to interest that all others received ™, then he would say that
e would favor that. That has been my experience, and 1T have
talked to lots of people over the country about it and [ believe the
people generally are in favor of the proposal.

General Hines made a statement that attracted attention. He
-aid that about the only asset that is left by many of these veterans
is the adjusted-service certiticate. I do not doubt that for a moment.
But the question ix, Are you going to compel 3,000,000 to lose the
remainder of their certificates by paying compound interest on the
first half, and interest paid to the Government amd the banks will
eat up the remaining half of the 3,000,000 in order to let the fam-
ilies of 200,000 between now and 1945 get the remainder, instead of
the men themselves? That is placing too much of a penalty on
S00000 men in order to benefit the families of 200404 estimated to
die between now and 1943, Besides, the money was not intended
for the widows and children, much as we would like to ~e them
get it.  The money was intended for the men.

Mr. Chairman, we appreciate the careful consideration that you
are showing this proposal, all of the bills, your own bill and all the
other proposals; and we really believe that when careful considera-
tion is given, that the cemmnittee will decide that the veterans should
have this money asx of the time they rendered the services, with a
fair adjustment of interest, and that all of it is past due.

Senator Coxzarry. T do not want to do anybady an injustice.
The other day when I examined Mr. Van Zandt, he approached me
afterward and said he wanted to correct his testimony. So I want
to ask that he be allowed to do that.

The Cnamyan. Mr. Van Zandt will be permitted to do so.  You
an get a copy of it and make a correction; Mr. Van Zandt.

Nenator Connanry. I do not want the original record corrected.
Let him state it now. Mr, Chairmean.

STATEMENT OF JAMES E. VAN ZANDT—Resumed

Mr. James E. Van ZanNor (commander in chief of the Veterans
of Foreign Wars). T misunderstond the question put to me by the
Senator from Texas, and [ wish to change my reply from * exactly ',
T believe is the word that T used, to » ne.”

Senator Convarny, The question was, you said it was due in 1918
and T asked vou if vou contended that in 191K the full face value
of the certitieate ~honld be paid, ¥1.555 as the maximum, and you
said, » ves”

Mr, Vax Zaxor, Yes,

The Cirameyax, You want to sav. * no,”

Mr. Van Zasor, I waunt to say, ® no "z exactly.
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STATEMENT OF HAROLD HICKERSON, REPRESENTING THE
VETERANS' NATIONAL RANK AND FILE COMMITTEE

I am here representing the Veterans’ National Rank and File
Conmittee, of which I am secretary,  This committee was clected
at Fort Hunt, Va. in May 1931 by 1,300 veterans from 48 States,
many of them showing membership in the American Lewion, the
Veterans of Foreign Wars, the Disabled Amerviean Vetorans, boeal
Rank and File committees, and the Workers Ex-Service Men's
League, now the American League of Ex-Serviee Men.

These veterans came to attend the Rank and File Convention in
answer to a call issued by the Veterans National Rank and File
Commiittee, elected at Fort Hunt, Va., in May 1933 by 3,300 veterans,
‘That convention hud been ealled by the Veterans National Liaison
Committee, elected by 600 veterans in Washington in December 1932,

A three-point program was adopted at each of the three meetings.
In December 1932 the program was: (1) Immediate payment of the
balunce due on the Mdjusted Compensation Certificates: (2) no
cuts in compensation or allowances; (3) relief for the unemployed
and farmers.  In 1933 the second and third points of the program
were changed, to meet changing conditions, to: (2) Repeal of the
Economy Aet, and (3) adequate remedial velief for the unemployed
and farmers. At the Iast convention the third point beeame: (3)
Workers unemployment and soeial insurance, H, R. 2827,

I submit this program for the record in order to show that the
various rank and file committees which originated among groups of
the B. K. F. of 1932 have followed an unalterable and consistent
course, with reference to the payvment of the adjusted-compensation
certiticates, and opposition to cuts in pensions. At the last con-
vention, as well as at the convention of 1933 the resolution on the
adjusted-service certificate ineluded the demand for return of all
interest charges on amounts borrowed and cancelation of interest.
And in December 1932 the rank and file group then convening in
Washington, presented. together with a resolution demanding full
payment. a resolution to both Houses of Congress calling for no cuts
in disability compensations or allowances, hospital or domiciliary
cave, actually naming the figure, $450.000,000, later adopted into
the vicious legislation known as the economy act, the first frontal
attack by the * new deal ” administration against the masses.

In addition, the rank and file attending our conventions, through
the adoption of the third point, workers unemployment and social
insurance, gave evidence of the growing recognition on the part of
an increasing pumber of veterans that, though we have special claims
upon the Federal (Government, our former employer in the most
hazardous and lowest paid of all industries—war, the problems of
the veternns are not to he considered basically separate from those
of the rest of the masses.

The increasing inierest and support on the part of nonveterans
for the rank and file veterans in their fight for their back wages
indicates that this viewpoint, as embodied in the third point of our
program, was correct.

On the controversial question of the full cash payment of the back
wages to World War veterans by the present Congress, the com-
mittee in November 1934, issued a warning to thousands of veterans
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throughout the United States on the danger of the forces advocating
pavment being split wide open on the issue of the method of pay-
ment, and pointed ont the necessity for uniting, regardless of or-
wanizational or political aftiliation, race, color, or creed, against the
enemies of the veteran. 1 should like to quote from that statement:

The Ruosevelt administeation is preparing all the tricks from gag rule to
veto, exvery scheme of cotpromise and sell-out for national legislative lobhyists
and Kimgz-mahers to plek rom, to defeat the rank and file demands for the
immiedinte payment of our back wages (bonus).  Driven into the open by
ank and tile deterisition, as the = leanders ™ of the American Legion were
driven in Minni, Fli, and no donger able to fool the veterans with his oas-
surances, the Prestdent, now frankly the spokesman of the United States
Chamber of Commerce, the Amerteann Bankers Association, and the Natfonal
Feonom)  League, has alveady succeeded in dividing Congress into opposing
fiue ons set ter o sham battle, . At Warm Rprings, G, Roosevelt, of = forgotten-
man " jame. declired that if o bonus bill wis passed, Congress would have to
provide the methods of payment.  This order, implying the use or the veto
it not obeyed, fnediately gave the cie to inflationists, eurrency expansionists,
fiat-money  advocates, il all phoney-money champlons to make their own
premrations to sidetrack the issue by staging a long debate in Congress
Leginning Januanry 3. What his means coneretely  to us rank and file
veterins is that the bonus is not *in the bag”

This vast majority of the rank and file World War veterans know
what they want. They know that this debt long overdue represents
a just and immediate obligation, and they are fast beconing con-
seious that the splits in their forces are ereated by differences among
the leaders of the several service organizations.

The bill under consideration at present, the Harrison bill, repre-
sents an attempt to utilize the differences existing antong the lead-
ers of the veterans’ organizations at a time when there was never
greater need nor greater unity among the rank and file veterans for
the paynient of their back wages. Hon. Pat Harrison. chairman of
this committee, admitted as much in a radio address delivered on
April 18, when he said:

It hias been my experience that most controversies are oceasioned because
the separiate opinions are constructed upon different foundations and  that
persons on opporite sides of issues conld most times reconcetle thelr opintons
were the hasie facts curefulty axcertained. studied, and evialuated,

This sitnation and its child, the proposed so-called “compromise ”
Harrison bill, are tragic echoes of events in the past.  The Adjusted
Compensation Aet passed on May 19, 1934, was itself a compromise,
following upon a series of attempts by the World War veterans to
obtain adjustments in pay, a principle established not by the veter-
ans but by the Government when it returned billions of dollars to
the munition makers, corporations, railvoads. and bunks after the
war,

In 1920 a cash-payment bill passed the lower house, the money to
Le raised through taxation. The Finance Committee of the Senate
struck out all tax provisions and the bill died.  In 1922, a so-called
“bonus bill ” was passed by both Houses hut was vetoed by Presi-
dent Harding. On the second time arvound in Congress the Senate
sustained the President. But the demand persisted. a demand for
adjustment 1 wages,

The Adjusted Compensation Aet. the so-called * bonus bill”
which does not include the word bonus in any of its provisions, was
passed over President Coolidge’s veto. but it was not the bill that
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the rank and file of World War veterans wanted., It started out
by being an adjusted-compensation act and ended up by being an
endowment policy. This was the joker. But this joker had the force
of law, as so many jokers have, and all arguments since against pay-
ment have depended not upon the real situation as it existed with
reference to the needs and the demands of the veterans after the war,
but upon this compromise joker.

No amount of juggling of how a $1,000 certificate becomes a $1,000
certificate in 1945 on the basis of the dollar-a-day or dollar-and-a-
quarter-a-day adjustment in wages plus the 25 percent, plus the
interest compounded at 4 percent annually will convince the rank
and file of veterans that this amount, the face value, is not due now,
or, for that matter, was not due in 1918. The force of legalism must
give way before the force of the traditional needs of the veterans.

It was the crisis that brought this question to a head. TIn 1931,
as a result of the growing demand, the loan value wns increased from
2214 percent, to 50 percent. On July 21, 1932, the 2-year cluuse was
repealed and the interest charge on amounts borrowed was reduced
to 3% percent, but by this time 35,000 rank and file veterans, who
had been farmers and workers and small shopkeepers and pro-
fessionals, had almost “ stormed the heavens.” This great manifes-
tation of mass action, though marred by division among the leaders
and broken up by a brutal and bloody attack on July 28, 1932, was
one of the dramatic events of that time that focused the attention of
the masses as a whole upon their plight., swept the Hoover-Mellon-
Mills administration out of office and ushered in the alleged “ new
deal” with its alphabet strung together by the “new deal” lexi-
cographers, but really spelling Wall Street and mono,})olies.

Now for this * new deal ” compromise. What is it? The Honor-
able Pat Harrison says, “ It will, if passed, enable the country to
be rid of this vexatious and constantly recurring question and at
the same time will cause no great shock to the Government’s fiscal
program.” No rank and file veteran will agree that the passage of
this bill will rid the country of any problem whatsoever, gut on the
contrary will intensify the rank and file campaign for payment of
the World War veterans’ back wages. Furthermore, the Congress
of the United States might as well attempt to legislate the sun off
its course as to attempt to establish the principle embodied in sec-
tion 1 of the bill, namely, that henceforward there will not be any
gencral pension laws or further veteran legislation ealling for in-
crease of so-called * benefits.”

Concretely, the Harrison bill makes option (1)} retention of cer.
tificates until 1945—A 1,000 certificate under the present law will be
worth $1,115, the $1,000 value being reached in 1942; (2) the ex-
change of the certificates for 3-percent bonds. An unencumbered
certificate with face value of $1,000, the average certificate, could be
exchanged for a bond worth $750 and $25 in cash, this $25 in cash
representing what is left over after the value of the bond is com-
puted in multiples of $50. An encumbered certificate with a face
value of $1.000 may be exchanged for a bond worth $150 and $25
in cash, If held. this encumbered certifieate would be worth S0
in 1945,

The disposition of this $25 must have caused the author of the
bill no end of difficulty. Or did he consider that this $25 in cash
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might be a bait for the hundreds of thousands of needy World
War veterans? . )

On January 31, 1935, there were 3.725,174 certiticates outstanding,
issued to three-quarters of the 4,700,000 men who were in service
and nine-tenths of those eligible for the certificates.  Loans amount-
ing to $1,653,000,000 had been paid to 2898000 veterans; 192,044
certificates had matured by death. Thix means that ¢ out of 7
veterans holding adjusted-compensation certiticates have found it
necessary through need to take advantage of the loan provisions,
though knowing full well that the interest charges would all hut
eat up the balance due. Again the majority will be forced to accept
a swindle if the Harrison bill is passed.

The Honorable Elmer Thomas, of Oklahoma, was correct when
he said in gnews-reel address last week:

The Hagrison bill just introduced In the Ncnute 8 a stedied effort to post-
pone puyment for the present, This bill penulizes thie soldier in distress and
favors those not in waat. It proposes to give all soldiers n new printing-press
bond payable in 1945,

This discrimination against needy veterans is not new. Interest
charges of 8, 7, and 8 percent were made on the first loans to vet-
erans on their certificates, while they obtained only 4 percent on their
own back wages, After the World War the lobbyists of the corpo-
rations, banks, and railroads obtained billions for their clients for
the asking, but the veterams did not even get an endowment policy
until 1925, )

Another side of the picture, unemployment among the World War
veterans, further shows the increasing need for cash payment in
fall with interest charges refunded and canceled. ' Though there
is no systemstfc and comprehensive set of unemployment figures
available anywhere, either as regards unemployment as a whole or
unemployment amopg the veterans, there are certain statistics avail-
able which allow of an approgzimation of the total. In answer to a
communication addressed by the rank and fille committee to the
United States Employment Service, United States Department of
Labor, asking for such information, Mr. Hugh A. Kerwin stated
that on December 81, 1934, there were 474,252 veteran registrations
in the active files of public employment offices throughout the coun-
try. The United States Employment Service makes no pretense of
covering the field of unemployment among veterans. I\E Kerwin
wrote :

We have no complete informutlon concerning the actunl number of unew-
pleyed veterans in the United States.

A figure coming closer to the truth is that arrived at on the basis
of u survey made in Ohio of unemployment among World War vet-
erans, This study disclosed that 5 percent of all World War veterans
are unemployable, 21 percent of employable World War vet-
erans are unemployed. Applying this ratio to the whole country,
it means that approximately one quarter of the 4,500,000 World War
veterans, or 1,125,000, are unemployed. This is a conservative esti-
mate. The rate of unemployment 1s undoubtedly exceeded in other
parts of the country, especially in the South where the great majority
of the 500,000 Ne%'o orld War veterans live. However, it gives
an indication of the extent to which the blows of the crisis have
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fallen upon the veteran population, as the total number of veterans
drawing compensation and pensions from the Federal Government
was G81.225 in 1934, This belies the claim made by President
Roosevelt at Roanoke, Va., last fall, that World War veterans ave
better off than any other seetion of the people.

It also shows the extent to which the great need of the veterans
and their dependents would foree them to aceept the $25 in cash, and
the bonds. Only the veterans of the American Veterans® Association,
some of whom contributed the loans made on their certificates to
figrrc the payment of the bonus, and veterans in the National Feonomy
League, would benelit, being in a position to wait without hardship
until 1945,

On the question of method of payvment. T wish to point ont that
three methods are generally mentioned in the debaten in Congress:
(1) Currency expansion, (2) a bond issue, (3) taxation, though this
last method has not been discussed for some time, There are a
nunmber of virtually untapped sources of taxation for social legisla-
tion. We propose taxation on incomes over ¥5.000 a year, individual
and corporate, on estates, on inheritances, on gifts, on tax-exempt
seeurities,

If the same rate of income taxation had obtained in the United
States as obtained in England in the year 1929, on incomes, the
amount collected would have been $5.750.000,000 instead of $1.000,-
000,000, In 1932, instead of $324000000. it would have heen
£1,198,000.000. A 25-percent corporition tax on $5000 a year or
more would have netted in the yvear 1928 $2.600.000,000 as against
$1.200.060,000 1 in 1933, $75.0000600 iustead of $353.000.000, Taxes on
inheritance and estates are practically negligible in the United States.
In 1928, $3.500000,000 in total gross estates netted only $42,000,000,
or approximately 1 percent. In 1932 it was less than 1 percent. A
25-percent flat tax in 1928 would have netted $880,000,000. The net
corporate surplus in 1928 was $47,000,000,000, in 1933, $36,000,000,-
000, this representing amounts set askle to meet capital claims in
times of extgency. As regards interest charges and funded debt
there was a variation of only 5 percent in amounts paid out through
the years 1929 to 1933, this at a time when the income of labor de-
creased 60 percent.  These sources, with taxation imposed upon now
tax-exempt securities. would afford the most logical method of rais-
ing the money to pay off this debt to the World War veterans,

Some of these data are to Le found in Senate Document 124,
Seventy-third Congress, and referred to the Committee on Finance
in response to Resolution 220.

Though the veterans’ national rank and file committee does not
oppose any bill calling for immediate cash payment with refund and
cancelation of interest charges, we cannot subscribe to the claim that
payment through currency expansion provided for in the Patman
bill, will not cost the country anything. Now, money does not grow
on trees. Somebody has to pay. We are unalterably opposed to
iw)ayment probably resulting in a rise in prices of the commodities.

ayvment i our opinion must be exacted directly from those who
can pay. Billions are now being raised for a new war. Billions have
been and continue to be appropriated for big business, for monopolies,
to pump into banks. Taxation raised in the categories mentioned
above is the only logical method not only for raising the money
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necessary for the payment of the veterans’ back wages, but for all
social legislation such as social insurance. unemployment insurance,
old age pensions, and so forth.

Therefore, we demand sn Adjusted-Service Certificate Act with
the following provisions:

(1) Full cash payment of the balance due on the basix of the face
value,

(2) Refund and erneelation of interest charges.

(%) Extension of time for the application for certificates,

(4) Money to be raised by o tax levy on incomes of 5,000 a venr or
over, individunl and corporate: on eapitd surpluses: on inheritances;
on gifts; on tax-exempt securities,

(5) No veteran or dependent shall be removed from the relief
rolls.

The Cuarmax. I offer for the record a brief submitted by Mr.
Royal C. Stephens, of Philadelphia. Pa.:

BRIEF SUBMITTED BY ROYAL C. STEPHENS, PHILADELPHIA, PA.

PriLaperPH1A, Pa, April 24, 1935,
NSenutor Pat HARRIBON,
‘Chairman Committee on Finnee, Washingtan, D, €,

HoNoORABLE SIR: Dtte to n serious autonmobile accident lust Friday morning.
in which I injured my right shoulder and right <ide, 1 was unable to he present
at Monduy's sessfon of your committee’s hearing on the bonus hills and at the
conc¢lusion of General Hines' testimony this morning you advised e that 1
would he permitted to submit a brief on the bonus bills, which 1 now do for the
consideration of your comniittee,

For your Information, 1 enlisted in the Navy April 30, M7, at Minneapolis,
Minn,, and wus dixcharged from the naval hospital at Poresmouth, Va,,
October 11, 1918,

I took up many matters in behalf of the boys in the service during the war.
1 never Jolned any of the veterans' orgunizations,

I shal lendeavor to cooperute with the members of your committe by setting
forth some thoughts that will help you to decide what is the best thing to do
on these various honus bills,

1. 1 suggest your committee draw up a new bitk containing at least (he
following provistons:

(a) In the same spirvlt in which the United States Treasury has refunded
money on taxes collected when they say they had erred in their figures as to
the amount of money due on taxes to the Government, your committee change
the World War Adjusted Compehsation Act to date back 1o the date Amerien
entered the Worlih War in 1917, when the service was rendered by (he hoys
in the armed forees of the United States,

2. In the sume spirit as the Government pald duving the Warltd Wanr the
maney due contractors. ammunition manufacturers, aiso paid 6 percent hock
interest on all money refunded on taxes colleeted by the Government, your
committee caneel all interest charged against the veteran for whatever fhe
voteran borrowed on his honus certificate under the present law,

3. Insert a provision In the committee’s bill that hefore the bonus certficute
can be paid an its fult face value the United States MTreasmry shall deduet from
the annt dae the veteran the amount of any lein horvowed, plus a proper
amount of interest per year for the loan.,

4. Insert a provision tn the bill allowing the veteran to ehoose any one of the
following plans: (1) Accept eash for full amount of face value of bonus due
at onee: (2) accept part of bonus due in eaxh and balanee in Federal Trensury
honds that will pay the same interest as other issues of Treasury bomds for
§oor 10 years; and (3) aecept full amount of honux due in Federal Treasury
honds for § or 10 yeurs to draw the same interest us other issues of Federal
Treasury honds.

5. 1 am sure hoth the Members of Congress and President Franklin D.
Roosevelt know that the taxpayers who are also voters are getting stivred up
over taxes now and you fully reatize that when election time comes around
next year mitlons of taxpayers will be on the warpath against public officials
high and low on account of increased taxes, therefore I suggest that your
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committee insert a provision in the bill to do as President Abraham Lincolu
did during the Civil War, namely, pay the face vaiue of the bonus certificates
in United States notes not bearing interest, wnl thus show the taxpayers
baek home that you are also thinking of their welfare,

6, Ixtend time to the 500000 veterans to file applienrion for the bonus
certificate from January 2, 1035, to January 2, 1940,

7. Your committee can render a grent service to thonsands of World War
voteruns and ut the same time see that some real Ameriean justice is done
by appointing a subcomwmittee of your committee to Investizmite the following:

(«) Why did the Government allong &ICL\ trust companies to hundle the first
and second Liberty bonds and aliow thém to charge the boays in the serviee
interest on thelr puyment on the Liberty bonds,

(b) Charge sald subcommittce with the duty of requesting that those trust
compunies that handied (he fiest and second Liberty bowds to the boys in
the serviee to file with the committee at once the numes of all these in the
armed forces of United States who made from one or more payments ob
either of those Liberty-hond drives that never finished paying for thelr bonds
nor did not write to, or call for, or recelve from (he trust compahy to get
their money hack they had paid toward thelr Liberty boud.

8. Your committee, Members of Congress, the Secretary of the Treasury, and
Prestdent Franklin D, Roosevelt can show to the American World War veterans,
the American eitizns, and taxpayers, who are the voters who eleet their publie
officlul to serve the best interest of the Amerlean citizens tirst and aliens second
have wronged the American citizens in allowing allens to draw a bonus by
retaining jobs that xhould o to Ameriean cltizens tirst, also have without
destroying the once sacred Budget or lowering any contidence in Government
bonds appropriated noney to pay a dole to, as estimated, over & million allens
now on welfare relief cowpels nie, as a real friend of all public ofticials, to
advice you that youv present standing in the minds of the American people
is that you are reprexentatives of aliens instead of Americans, and I advise
»un to not only pay this honus without delay but also aet to discharge all aliens
now holding jobs and replace them by Ameriean citizens, and at once arrange
to deport all aliens who are destitute to tiicir home conntries, If you desire to
remain In publie¢ oflice.

We had a Boston Tea Party in 1776, and the following elections there will
De a “taxpayers’ party” held at every polling place in which votes will be
cast for public otfice only candidates who will stund for retaining America for
Amerteans,

Trusting your committee will accept these suggestions in the same spirit in
which they are made, namely, to help you decide the best thing to do at this
time,

Truly,
RoYAL C. STEPHENS.

(Whereupon, at 12 noon, the committee concluded its hearings
and a recess was taken until 10 a. m., Thursday, Apr. 25, 1935.)



