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AMENDMENTS' TO THE SERVICEMEN'S READJUSTMENT
ACT OF 1944

MONDAY, OCTOBER 8, 1945

UNITED STATES SENATE,
SUBCOMMITTEE ON VETERANS' LEGISLATION

OF THE CoM}£ITTEE ON FINANCE,

Washington, D. (.
The subcommittee met at 10: 30 a. m., pursuant to call, in room 312,

Senate Office Building, Senator Edwin C. Johnson (chairman of
the subcommittee) presiding.

Present: Senators George (chairman of the full committee), Con-
nally, Guffey, Johnson (presiding), Lucas, La Follette, Millikin, and
Butler.

Senator JOHNSON. The Subcolmmittee on Veterans' Legislation will
please come to order.

We will open hearings this morning on the so-called amended
GI bill. The bill that we are considering this morning is H. R. 3749,
which has passed the House on this subject, but we also have a great
many other bills before the committee, Senate bills, on the same general
subject. They will all be considered, and it is my hope that this com-
mittee will go into the whole question of an amended GI bill.

(H. R. 3749, S. 742, S. 866, S. 487, S. 781, S. 826, S. 850. S. 974,
S. 1031, S. 1324, S. 738, S. 795, S. 1202, S. 291, and S. 1176 are as
follows:)

[H. R. 3749, 79th Cong., 1st sess. Report No. 926]

[Omit the part In black brackets and insert the part printed in italic]

A BILL To amend the Servicemen's Readjustment Act of 1944 to provide for a readjust-
ment allowance for all veterans of World War II

Be it enacted by the Senate and Hoise of Representatives of the United States
of Ancrica in Congress assem bled, That Public Law 346, Seventy-eighth Congress,
be amended to read as follows:

That this Act may be cited as the "Servicemen's Readjustment Act of 1945".

TITLE I

CHAPrER I-HOSPITALIZATION, CLAIMS, AND PROCEDURES

SEC. 100. The Veterans' Administration is hereby declared to be an essential
war agency and entitled, second only to the War and Navy Departments, to
priorities in personnel, equipment, supplies, and material under any laws, Execu-
tive orders, and regulations pertaining to priorities, and in appointments of
personnel from civil-service registers the Administrator of Veterans' Affairs is
hereby granted the same authority and discretion ass the War and Navy Depart-
ments and the United States Public Health Service: Provided, That the provi-

'H. R. 3749, S. 742. S. 866, S. 487, S. 781, S. 826, S. 850, S. 974, S. 1031, S. 1324,
S. 738, S. 795, S. 1202, S. 291, S. 1176.
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sons of this section as to priorities for materials shall apply to any State insti-
tution to be built for the care or hospitalization of veterans.

8mw. 101. The Administrator of Veterans' Affairs and the federal Board of
Hospitalization are hereby authorized and directed to expedite and complete the
construction of additional hospital facilities for war veterans, and to enter Into
agreements and contracts for the use by gr transfer to the Veterans' Administra-
tion of suitable Army and Navy hospitals after termination of hostilities in tIp
preset war or after such institutions are no longer needed by the armed serv-
Ics; and the Administrator of Veterans' Affairs is hereby authorized and di-
rected to establish necessary regional offices, suboffices, branch offices, contact
units or other subordinate offices in centers of population where there is no
Veterans' Administration facility, or where such a facility is not readily avail-
able or accessible: Provided, That there is hereby authorized to be appropriated
the sum of $500,000,000 for the construction of additional hospital facilities.

SEc. 102. The Administrator of Veterans' Affairs and the Secretary of War and
Secretary of the Navy are hereby granted authority to enter into agreements
and contracts for the mutual use or exchange of use of hospital and domiciliary
facilities, and such supplies, equipment, and material as may be needed to oper-
ate properly such facilities, or for the transfer, without reimbursement of appro-
priations, of facilities, supplies, equipment, or material necessary and proper for
authorized care for veterans, except that at no time shall the Administrator of
Veterans' Affairs enter into any agreement which will result in a permanent
reduction of Veterans' Administration hospital and domiciliary beds below the
number now established or approved, plus the estimated number required to meet
the load of eligibles under laws administered by theVeterans' Administration,
or in any way subordinate or transfer the operation of the Veterans Administra-
tion to any other agency of the Government.

Nothing in the Selective Training and Service Act of 1940, as amended, or any
other Act, shall be construed to prevent the transfer or detail of any commissioned
appointed or enlisted personnel from the armed forces to the Veterans' Admin-
istration subject to agreements between the Secretary of Wdr or the Secretary
of the Nary and the Administrator of Veterans' Affairs: Provided, That no such
detail shall be made or extend beyond six months after the termination of the
war.

Swc. 103. The Administrator of Veterans' Affairs shall have authority to place
officials and employees designated by him in such Army and Navy Installations
as may be deemed advisable for the purpose of adjudicating disability claims of,
and giving aid and advice to, members of the Army and Navy who are about to
be discharged or released from active service.

Sac. 104. No person shall be discharged or released from active duty in the
armed forces until his certificate of discharge or release from active duty and
final pay, or a substantial portion thereof, are ready for delivery to him or to
his next of kin or legal representative; and no person shall be discharged or
released from active service on account of disability until and unless he has
executed a claim for compensation, pension, or hospitalization, to be filed with
the Veterans' Administration or has signed a statement that he has had ex-
plained to him the right to file such claim: Provided, That this section shall not
preclude immediate transfer to a veterans' facility for necessary hospital care,
nor preclude the discharge of any person who refuses to sign such claim or
statement: And provided further, That refusal or failure to file a claim shall be
without prejudice to any right the veteran may subsequently assert.

Any veteran entitled to a prosthetic appliance shall be furnished such fitting
and training, including institutional training in the use of such appliance as may
be necessary, whether in a Veterans' Administration facility, other training
institution, or by out-patient treatment, Including such service under contract
and including necessary travel expenses to and from their homes to such hospital
or training institution.

The Administrator of Veterans' Affairs may procure any and all items men-
tioned herein, including necessary services required in the fitting, supplying,
and training in use of such items by purchase, manufacture, contract, or in such
other manner as the Administrator may determine to be proper without regard
to any other provision of law.

Mc. 105. No person in the armed forces shall be required to sign a statement
of any nature relating to the origin, incurrence, or aggravation of any disease
or injury he may have, and any such statement against his own interest signed
at any time, shall be null and void and of no force and effect.
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CHrrmc I1-AID By VrIUSW' OUGA I, AIONS

Sio. 200. (a) That upon certification to the Secretary of War or Secretary of
the Navy by the Administrator of Veterans' Afftirs of paid full time aeeredited
representatives of the veterans' organizations specifla d in Pectlem 200 of the
Act of June 29, 1986 (Public Law Numbered 844, Seventy-fourth Congrpev), and
other such national organizations recognized by the Administrator of Veterans'
Affairs thereunder in the presentation of claims under laws administered by
the Veterans' Administration, the Secretary of War and Secretary of the
Navy are hereby authorized and directed to permit the functioning, in accord-
ance with regulations prescribed pursuant to subsection (b) of this section, of
such accredited representatives In military or naval installations on shore from
which persons are discharged or released from the active military or naval
service: Provided, That nothing in this section shall operate to affect measures
of military security now in effect or which may hereafter be placed in effect,
nor to prejudice the right of the American Red Cross to recognition under
existing statutes.

(b) The necessary regulations shall be promulgated by the Secretary of War
and the Secretary of the Navy jointly with the Administrator of Veterans' Affairs
to accomplish the purpose of this section, and in the preparation of .uch rexula-
tions the national officer of each of such veterans' organizations who is respon-
sible for claims and rehabilitation activities shall be consulted. The com-
manding officer of each such military or naval installation shall cooperate fully
with such authorized representatives in the providing of available space and
equipment for such representatives.

CHAPTER III-REVLEWINO AUTHORTY

Smc. 300. The discharge or dismissal by reason of the sentence of a general
court martial of any person grom the military or naval forces, or the discharge
of any such person on the ground that he was a conscientious objector who
refused to perform military duty or refused to wear the uniform or otherwise
to comply with lawful orders of competent military authority, or as a deserter,
or of an officer by the acceptance of his resignation for the gopd of the service,
shall bar lall rights of such person, based upon the period of service from which
he is so discharged or dismissed, under any laws administered by :he Veterans'
Administration: Provided, That in the case of any such person, if it be estab-
lished to the satisfaction of the Administrator that at the time of the commission
of the offense such person was insane, he shall not be precluded from benefits to
which he is otherwise entitled under the laws administered by tie Veterans'
Administration: And provided further, That this section shall not apply to any
war risk, Government (converted), or national service life-insurance policy.

SEo. 301. The Secretary of War and the Secretary of the Navy, after confer-
ence with the Administrator of Veterans' Affairs, are authorized and directed
to establish in the War and Navy Departments, respectively, boards of review
composed of five members each, whose duties shall be to review, on their own
motion or upon the request of a former officer or enlisted man or woman or, if
deceased, by the surviving spouse, next of kin, or legal representative, the type
and nature of his discharge or dismissal, except a discharge or dismissal by
reason of the sentence of a general court martial. Such review shall be based
upon all available records of the service department relating to the person
requesting such review, and such other evidence as may be presented by such
person. Witnesses shall be permitted to present testimony either in person or
by affidavit and the person requesting review shall be allowed to appear before
such board in person or by counsel: Provided, That the term "counsel" as used
In this section shall be construed to include, among others, accredited representa-
tives of veterans' organizations recognized by the Veterans' Administration
under section 200 of the Act of June 29, 1936 (Public Law Numbered 844, Sev-
enty-fourth Congress). Such board shall have authority, except in the case of
a discharge or dismissal by reason of the sentence of a general court martial,
to change, correct, or modify any discharge or dismissal, and to issue a new
discharge in accord with the facts presented to the board. The Articles of War
and the Articles for the Government of the Navy are hereby amended to author-
ize the Secretary of War and the Secretary of the Navy to establish such boards
of review, the findings thereof to be final subject only to review by the Secretary
of War or the Secretary of the Navy, respectively: Provided, That no request
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for review by such board of a discharge or dismissal under the provisions of
this section shall be valid unless filed within fifteen years after such discharge
or dismissal or within fifteen years after the effective date of this Act whichever
be the later.

SF.c. 302. (a) The S cretary of War, the Secretary of the Navy, and the
Secretary of the Treasury are authorized and directed to establish, from time
to time, boards of review compose:l of five commissioned officers, two of whom
shall be selected from the Medical Corps of the Army or Navy, or from the Public
Health Service, as the case may be. It shall be the duty of any such board.to
review, at the request of aniy ,,ffi er retired or released to inactive service, with-
out pay, for physical disability pursuant to the decision of a retiring board or
board (of medical survey, the findings and decision of such retiring board or
board of medical surv,,y. Such review shall he based tipoii all available service
records relating to the [,,ffic(rs. officer requesting such review, and such other
evidlvnce as may be Iprsefnted by such ('iicer. Witnesses shall be permitted to
present testimony either in pers,,n or by affidavit, and the officer requesting
review shall be allowed to appear before' such board of review in person oir by
(.minsel. lit carrying o)ut its duties under this section such board of review shall
have the s: mie powers as exer,.isd by, or vested in. the retiring hoard .whose
findings and deisiton are being reviewed. The proceedings and decision of each
such board of review affirming or reversing the decision of the retiring board
sliill he transmitt,,d t, the Secretary of War. the Secretarv of the Navy. or the
Secretary (of the Treasury, as the case may be, and shall be laid by him before
the President for his a 'ip'i-rval (,r disappr,,val and orders in the case.

(b) N,, request fmr revi(v under this section shall be valid unless fled within
fifteen u years after the date of retirement for disability ,ir after the effective date
of this Act , whichever is the later.

jc) Aks used in this section-
(1) the term officerr" means any officer subject to the laws granting retire-

mnit fo~r active service in the Army, Navy, Marine ('orps, or C)oast Guard, or
any (of th eir respective components ;

(2) the trn "coUnsel" shall have the same meaning as when used in section
301 oif this Act:

TITLE II

('HA1oFER IV-EIDUC\TIO N OF VErER\N'S

SF:(-. 400. (a) Subsection (f) ()f sectitn 1. title I, Public Law Numbered 2.
Seventy-tbirl Oi ,gress. added by the Act of March 24, 1143 iPul~lic Law Num-
lered 1;, Seventy-eighth congressss), is hereby aniended to road as follows:

"(f) Any person who served in the active military or naval forces (on or after
Seplt enlllr 1;. 0-4), and prior t, the4 terminatim tif hostilities in the present war,
shall be entitled to v'ocaitioal rehabilitation subject tti the provisions and limi-
tntions of Vfterans II gulation Numbered I (a). s amended, part VII. orI to
edu'ati n ol or training suhjed' to the provi'isi, ns and liinitat i s (if part VIII."

(I,) Vetirans Regrilation Numbered 1 (a), is hereby :ilmended by adding a
new part VIII, as follows"

"PART VIII

"1. Anly person who served in the nativee military or tival service on or after
September 1;. 11 ). and prior to the terminal im of the present war. and who
shall have been discharged fir released therefrmn under omditions other than
dishlimoralle, and whose e1uca tl)n or training was impeded, delayed, inter-
rupted, or Interfered vith by reason df his entrance int. the service', or who
desires n1 refre.sher oir ri-training comrse. and who either shall have served ninety
days ,ir nore. e'xii'lsive 4)f ally period he was assigned fill a i'llIrse of education
or training under the Army spcializ d Ira ninirg prugram or the Navy 4)1le.'
training, program, which course was a citintation 4,f his civilian course and
w:as pursue(l t4) completion, or as :1 ca et or nii4lshipnitan at one (if the service
acadmie, .r shall have been discharged ,or released from active service by
reason of a n actual service-incurred injury or disability, shall be eligible for
and entitled to receive education or trainin;,r under this part: Prorided. That
such course shall be initiated 'ot later than four years after r either the date of
his discharge, or the termination of the present Nv:ur. whichever is the later"
Provided further. That no such education ir trninirig shall be afforded beyond
nine years after the termination of the present war: And proridcd further. That
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any such person who was not over 25 years of age at the time he entered he
service shall be deemed top have had his education or training impeded, delayed,
interrupted, or interfered with.

"2. Any such eligible person shall be entitled to education or training, or a
refresher or retraining course, at an approved educational or training institution,
for a period of one year (or the equivalent thereof in continuous part-time study),
or for such lesser time as may be required for the course of instruction chosen
by him. Upon satisfactory completion of such course of education or training,
according to the regularly prescribed standards and practices of the institutions,
except a refresher or retraining course. such person shall be entitled to an addi-
tional period or periods of education or training, not to exceed the time such
person was in the active service on or after September 10, 1940. and hef'ore the
termination of the war, exclusive of any period he was assigned for a course of
education or traininu under the Army specialized training program or the Navy
college training program, which course was a continuation of his civilian course
and was pursued to completion, or as a (cadet or midshipman at one of the service
academies, but in no event shall the total period of education or training exceed
four years: Providcd, That his work continues to be satisfactory throughout the
period, accr ding to the regularly )rescrilbed standards and practices of the
institution: Prorid, d. howcrc,. That wherever the additional perio(l of instruc-
tion ends during a quarter or -wimoster and after a major part of smul quarter
or semester has expired. such period of instruction shall he extended to the
termination of such unexpired quartr or semester.

"3. (a) Such person shall be eligible for and entitled to such course of edu-
cation or tr.,ining as he may elect, and at any approved educational or training
institution at which he chooses to enroll, whether or not located in the State in
which he resides. which will accept (r retain him as a student or trainee in any
field or branch of knowledge which such institution finds him qualified to under-
take or pursue: Prot'idfd. That, for reasons satisfactory to the Administrator, he
may change a ,murse of instruction: And provided further. That any such course
of education or training may be discontinued at any time, if it is found by the
Administrator that. according to the regularly prescribed standards and prac-
tices of thp institution, the con(luct or lprogress of such person is uns'atisfactory.

"(b) Any such eligible person may apply for a short, Intensive, postgraduate
or vocational training course of less than 30 weeks: Prorided. That the Admin-
istrator shall have the authority to contract with approved institutions for such
comrses if he finds that the agreed (ost of such courses Is reasonable and fair:
Prorid d furil/hr, That the limitation of paragraph 5 shall not prevent the pay-
ment of such agreed rate's. but there shall he clhnrieod against the veteran's period
of eligibility the proportion of an ordinary school year which the cost of the
course bears to $.
"-. From time to time the Administrator sh.ill secure from the appropriate

agency of each State a list oif the educational and training institutions (Including
industrial estalpl ishments), within such Jurisdiction, which are qualified and
equipped ti furnish education or training (including apprenticeship and refresher
or r,.training training). which insiitutio s. together with such additional ones as
may he recognized and alpproved by the Administrator, shall be deemed qualified
an(d apiljred to furni., edueation or training to such persons as shall enroll
under this part Proridcd. That where vor there are established State appren-
tievshiip agencies ,xpru.,ly charged by State laws to administer apprentice
training. whent'v i- i;o ilbe.. the k\lmili trafor sh:1 Ill utiliz' S'4 Xh exiiinig felili-
ties iand s4-rvi s in training on the jot, when such training i,4 of one year's
duration or nore.

"5. The Admihistrator shall pay to the educational or training institution, for
each per-on enrolled in full time, part tinte, or correspondence course of educa-
tion or training, the ctistmary cost of tifition, and such laboratory, library,
health, infirmary. and other similar f#.. as are customarily charged, and may
pay for Iboks. sulp)li's. equipmet, (and other necessa. ry expenses, exclusive of
board, lodging, other living expenses. and trvl'l, as are generally required for
the !u,c.s-;ful pursuit and rmlletion of the course by other students in the
institution : 'roridrd. That in no event shall such payments, with reslivet to any
person, exceed $5'TN for an ,,rdinary school year: Provided further. That no pay-
rnent.s shall be nmde to [institution] institution. busin-s. or other estnblish-
mont. furnishing apprentice training tn the Job- And proridil further. That If
any suiih Institutioni hs no est:1eli!shed tuition fee, or if its established tuition
fee shall bem foiued by the Administrator to lit inadequate (olpensation to such
institution for furnishing such education or training, he Is authorized to provide
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for the payment, with respect to any such person, of such fair and reasonable
compensation as will not exceed $500 for an ordinary school year.

"6. While enrolled in and pursuing a course other than a course in a corre-
spondence school under this part, such person, upon application to the Adminis-
trator, shall be paid a subsistence allowance of $60 per month, if withotit a
dependent or dependents, or $85 per month, if he has a dependent or dependents,
including regular holidays and leave not exceeding thirty days In a calendar year.
Such person attending a course on a part-time basis, and such person recelvink
compensation for productive labor performed as part of their apprentice or other
training on the job at institutions, business or other establishments, shall be
entitled to receive such lesser sums, if any, as subsistence or dependency allow-
ances, as may be determined by the Administrator: Provided, That any such
person eligible under this part, and within the limitations thereof, may pursue
such full time or part-time course or courses as he may elect, without subsistence
allowance.

"7. Any such person eligible for the benefits of this part, who is also eligible
for the benefit of part VII, may elect which benefit he desires: Provided, That,
in the event of such election, subsistence allowance hereunder shall not exceed
the amount of additional pension payable for training under said part VII.

"8. No department, agency, or ('cflir of the United States, in carrying out the
provisions of this part, shall exercise any supervision or control, whatsoever, over
any State educational agency, or State apprenticeship agency, or any educational
or training institntiion: Prorided, That nothing in this section sball be deemed to
prevent any department, agency, or offi,-er of the United States from exercising
any supervision or control which su'h department. agency, or officer is authorized,
by existing provisions of law. to exercise over any Federal educational or training
institution, or to prevent the furnishing of education or training under this part
in any institution over which supervision or control is exercised by such other de-
partment, agency, or officer under authority of exisiting provisions of law.

"9. The Administrator of Veterans' Affairs is authorized and eftipowered to ad-
minister this title, and, insoffar as he deems practicable. shall utilize existing
facilities and services of Federal and State departments and agencies on the basis
of mutual agreements with thc.m. Consistent with and subject to the provisions
and limitations set forth in this title, the Administrator shall, from time to time,
prescribe and promulgate such rules and regulations as may be necessary to carry
out its purposes and provisions.

"10. The Administrator may arrange for educational and vocational guidance to
persons eligible for eduation and training u)der this part. At such intervals as
he deems necessary, lie shall make available information respecting the need for
general education and for training personnel in the various crafts, trades, and
professions: P'rovid'd. That facilities of other Federal agencies collecting such in-
formation shvll be utilized to the extent h- denis practicable.

"11. As used in this part, the term 'educational or training institutions' shall
include all public or private elementary, -secondary, and other schools furnishing
education for adults, business schools and colleges, correspondence schools, scien-
tific and technical institutions, colleges, vocational schools. junior colleges, teach-
ers colleges, normal schools, professional schools, universities, and other educa-
tiona institutions, and shall also include business or other establishments provid-
ing apprentice or oher training on the job, including those under the supervision
of an approved college or university or any State department of education, or
any State apprentieship agency or State board of vocational education, or any
State apprenticeship council of the Federal Apprentice Training Service estab-
lished in accordancv with Public, Numbered 308, Seventy-ftth Congress, or any
agency in the executive branch of the Federal Government authorized under other
Laws to supervise such training."

"12. The Government shall pay for these correspondence courses quarterly as
the course is completed.

"13. No correspondence school shall be approved unless it was in existence prior
to the date of this Act.

SEc. 401. Section 3, Public Law Numbered 16, Seventy-eighth Congress, is here-
by amended to read as follows:

"SEc. 3. The appropriation for the Veterans' Administration, 'Salaries and ex-
penses, medical and hospital, and compensation-and pensions', shall be available
for necessary expenses under part VII, as amended, or part VIII of Vet'rans Reg-
ulation Numbered 1 (a), and there is hereby authorized to be appropriated such
additional amount or amounts as may be necessary to accomplish the purposes
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thereof. Such expenses m'ay included, subject to regulations issued by the Adrnin-
istrator and in addil ion to medical (-are, treatment, hospitalizat ion, arid prosthesis,
otherwise authorized, such care, treatment, a rd supplies as may be necessary to
accomplish the purposes of part VII, as anei dhd, mr part VII I 14 Veterans Regula-
tion Numbered I (a).

Smo. 4U2. Public Law Numbered 16, Seventy-eighth congresss , is hlireby amended
by adding thereto a new section 4 to read as follows:

"SEC. 4. Any books, supplies, or (equipment furnished a trainee or student under
part VII or part VIII of Veter;tns Regulation Numbered 1 (a) shall be deemed
released to him: Pro rid'd, That if he fails, because of fault on his part to com-
plete the course of training or education afforded thereunder, he may be required,
in the discretionn of the Administrator, to return any or all of such books, supplies,
or equipment not actually expended or to repay the reasowi:ible value thereof."

SEC. 403. Paragraph 1, part VII. Veterans Regulation Numbered 1 (a) (Public
Law Numbered 16, Seventy-eighth Congress), is hereby amended by inserting
after the word "time" the! words "on or" and deleting the date "Dec.ember 6,
1941" and substituting therefor the date "September 16, 1940."

TITLE II1-LOANS FOR THE PI'TlCHASE OR INSTRUCTIONON OF HOMES,
FARMS, AND BUSINESS PROPERTY

CHAPTER V-GENERAL PROVISIONS FOR LOANS

SEC. 500. (a) Any person who shall have served in active military or naval
services of the United States aj. any time on or after September 16, 1940, and prior
to the termination of the present Nvar, and who shall have been discharged or
released ther(:.from under c) nditiws, other than dishonorable after active service
of ninety days or more, or by reason of an injury or disability incurred in service
in line of duty. shall be eligible for benefits of this title. Any such veteran may
apply within six years after separation from the military o)r naval forces, or
six years after termination of the war, whichever is the dater date, but in no event
more than eight years after the termination of the war, to any of the established
lending agencies hereinafter set forth for a loan for the purposes set forth in the
title in any amount that may be agreed upon between the lender and the veteran
and when such a l(an is made by the lender the lender is autonmatically guaran-
teed ;50 per c4i'tum of the loan by the Administrator of Veterans' Affairs and this
Act is the guaranty: Providt.d, That the aggregate amount guaranteed shall not
exceed $2,o.0: 1roridcd further, rl'h:t no loan shall he negotiated until thirty
days after the date of the veteran's discharge.

(b) Interest for the first year on that part of the loan Eguaranteeed] guaran-
teed shall be paid by the Administrator out of available appropriations.

(c) The liability under the guaranty, within the limitations of this title, shall
decrease or increase pro rata with any decrease or increase of the amount of the
unpaid portion of the obligation: Provided, That loans guaranteed shall bear
interest at a rate not exceeding 4 per centum per annum and shall be payable in full
in not more than twenty years.

CEII'IFIOATE OF ELIGIBILITY

SEC. 501. (a) An honorable discharge shall be the veteran's certificate of
eligibility to apply for a guaranteed loan. All veterans who have a discharge
other than honorable or dishonorable shall receive from the Adninistrator upon
request after discharge a certificate of eligibility. Upon the making of a loan as
provided herein the lender shall endorse on the back of the honorable discharge or
certificate in lieu of discharge or certificate of eligibility, the date and amount
of the loan and shall also forthwith transmit to the Administrator a statement
setting forth the full name and serial number of the veteran, amount and terms
of the loan, and the legal description of the property. No approval of the )an
shall be required from the Administrator. Loans may be made by any Federal
Reserve bank, National bank, State bank, private bank, building and loan associa-
tiou, insurance company, or mortgage and loan company established prior to the
date of this Act, and any other lending institution or any person approved by the
Administrator.

(b) All national bank wherever located and all other banks and trust com-
panies located in the District of Columbia and- other Territories and possessions
of the Unit(d Statcs, without r('fJ(rd to tile limitations (11W restrictions of any
other statute or ruling of the Federal Reserc Board, are authorized to make
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any loans guaranteed under the provisions of the Servicemen's Readjustment Act
of 1944, as the same is noow or tnaG. hcr(by bw atendcd.

PURCHASE OR CONSTItUCTION OF HOMES

SEC. 502. (a) Any application made by a veteran under this title for a loan to
be used in pui'chasing residential property or in constructing a dwelling [or] on
unimproved property owned by him to be occupied as his home may be approved
if the lender finds-

(1) that the proceeds of such loans will be used for payment for such
property to be purchased or constructed by the veteran;

(2) that the contemplated ternis of payment required in any mortgage to be
given in part payment of the purchase price or the construction cost bear a
proper relation to the veteran's present and anticipated income and expense;
and that the nature and condition of the property is such as to be suitable for
dwelling purposes; and

(3) that the purchase price paid (or to be paid by the veterans for such
property or the construction cost, including the value of the unimproved lot,
does not exceed the reasonable vNalue thereof as determined by the lender's
appraisal.

(b) Any application for a loan under this section for the purpose of making
repairs, alterations, (or improvements in, (,r paying delinquent indebtedness, taxes,
or special assessments on residential property owned by the veteran and used by
him as his home, may be approved by the lender if the proceeds of such loan
will be used for such purpose or purposes.

(c) No first mortgage shall be ineligible for insurance under the National
Housing Act, as amended, by reason of any loan guaranteed under this title,
or by reason of any secondary lien upon the prolierty involved securing such loan.

PURCHASE OF FARMIS AND FARM EQUIPMENT

Smc. 503. Any application made under this title for the guaranty of a loan to be
used in purchasing any land, building, livestock, equipment, machinery, or imple-
ments, or in repairing, altering, or improving any buildings or equipment to be
used in farming operations conducted by the applicant, may be approved if the
lender finds-

(1) that the proceeds of such loan will be used in payment for real or
personal property purchased or tfo be purchased by the veteran, or for repair-
ing, altering, or improving any buildings or equipment, to be used in bona
fide farming operations conducted by him;

(2) that such property will lop useful in and reasonably necessary for
efficiently conducting such operations:

(3) that thp ability and experience of the veteran, and nature of the
proposed faring operations to be conducted by him, are such that there Is a
reasonable likelihood that such operations will be successful; and

(4) that the purchase price paid or to be paid by the veteran for such
pr, perty does not exceed the reasonable value thereof as determined by the
lender's appraisal.

PURCHASE OF BUSINESS PROPERTY

SEc. 504. Any application madk under this title for the guaranty of a loan to
be -used in purchasing any business, land, buildings, supplies, equipment, machin-
ery, or tools, to be used by the applicant in pursuing a gainful occupation (other
than farming) may be approved if the lender finds-

(1) that the proceeds of such loan will be used for payment for real or
personal property purchased or to be purchased by the veteran and used by
him in the bona fide pursuit of such gainful occupation;

(2) that such property will be useful in and reasonably necessary for the
efficient and successful pursuit of such occupation;

(3) that the ability and experience of the veteran, and the conditions
under which he proposes to pursue such occupation. are such that there is a
reasonable likelihood that he will be successful in the pursuit of such occu-
pation; and

(4) that the purchase price paid or to be paid by the veteran for such
property does not exceed the reasonable value thereof as determined by the
lender's appraisal.
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SEC. 503. In the event the veteran defaults in the payment of his loan and
after suit or foreclosure and sale the deficiency is determined, then upon notifica-
tion from the lender, the Administrator of Veterans' Affairs shall pay to the
lender its guaranty not in excess of $2,000 and not in excess of the (d-fiiene-y,
and be subrogated to the rights of the lender to the extent of the amount paid
on the guaranty: Provided, That prior to suit or foreclosure the lender shall
notify the Administrator, and within thirty days thereafter the Administrator
may, at his option, pay the lender the facel unpaid balance of the loan plus
accrued interest and receive an assignment of the loan and security and thereafter
sue or foreclose in the name of the Veterans' Administration.

TITLE IV

CHAPTER VI-EMPLOYMENT OF VETERANS

SEC. 600. (a) In the enactment of the provisions of this title Congress declares
as its intent and purpose that there shall be an effective job counseling and
employment placement service for veterans, and that, to this end, policies shall
be promulgated and administered, so as to provide for them the maximum of job
opportunity in the field of gainful employment. For the purpose there is hereby
created to cooperate with and assist the United States Employment Service, as
established by the provisions of the Act of June 6, 1933, a Veterans' Placement
Service Board, which shall consist of the Administrator of Veterans' Affairs,
as Chairman, the Director of the National Selective Service System, and the
Administrator of the Federal Security Agency, or whoever may have the respon-
sibility of administering the functions of the United States Employment Service.
The Board shall determine all matters of policy relating t) the administration
of the Veterans' Employment Service of the United States Employment Service.

(b) The Chairman of the Board shall have direct authority and responsibility
for carrying out its policies through the veterans' employment representatives
in the several States or through persons engaged in activities authorized by
subsection (g) of section 8 of the Selective Service Act of 1940 (Public Law 783,
Seventy-sixth Congress, approved September 1(, 1940, as amended (U. S. C..
title 50, sec. 3-8) ). The chairman n may delegate such authority to an executive
secretary who shall be appointed by him and who shall thereupon be the Chief
of the Veterans' Employment Service of the United States Employment Service.

(c) The public records of the Veterans' Personnel Division, National Selective
Service System, and the Veterans' Employment Service of the United States
Employment Service shall be available to the Board.

SEc. 601. The United States Employment Service shall assign to each of the
States a veterans' employment representative, who shall be a veteran of the
wars of the United States separated from active service under honorable condi-
tions, who at the time of appointment shall have been a bona fide resident of
the State for at least two years, and who shall be appointed, subject to the
approval of the Board, in accordance with the civil-service laws, and whose com-
pensation shall be fixed in accordance with the Classification Act of 19023, as
amended. Each such veterans' employment representative shall be attached to
the staff of the public employment service in the State to which he has been
assigned. He shall be administratively responsible to the Board, through its
executive secertary, for the execution of the Board's veterans' placement policies
through the public employment service in the State. In cooperation with the
public employment service staff in the State, he shall-

(a) be functionally responsible for the supervision of the registration of
veterans in local employment offices for suitable types of employment and for
placement of veterans in employment;

(b) assist in securing and maintaining current information as to the vari-
ous types of available employment in lblic works and private industry or
business;

(c) promote the interest of employers in employing veterans:
(d) maintain regular contact with employers and veterans' organizations

with a view of keeping employers advised of veterans available for employ-
ment and veterans advised of opportunities for eniploynment; and

(e) assist in every possible way in improving working conditions and the
advancement of employment of veterans.

SEC. 602. Where deemed necessary by the Bonrd, there shall be assigned by the
administrative head of the employment service in the State one or more employees,
preferably veterans, of the staffs of local employment service offices, whose services
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shall be primarily devoted to discharging the duties prescribed for the veterans'
employment representative.

SW. 603. All Federal agencies shall furnish the Boaird such records. statistics,
or information as may be deemed necessary or appropriate in administering the
provisions of this title, and shall otherwise cooperate with the Board in providing
continmous employment opportunities for veterans.

SEC. 604. The Federal agency administering the United States Employment
Service shall maintain that Service as an operating entity and, during the period
of its administration, shall effectuate the provisions of this title.

SEc. 6,15. (a) The Board through its executive secretary shall estimate the funds
necessary for the proper and efficient administration of this title: such estimated
suns shall include the annual amounts necessary for salaries, rents, printing and
binding, travel, and communications. Sums thus estimated shall be included as a
special item in the annual budget of the United States Employment Service. Any
funds appropriated pursuant to this spoial item as cmntained in the budget of the
United States Employment Service shall not be available for any purpose other
than that for which they were appropriated, except with the approval. of the
Board.

(b) The War Manpower Commission shall from its current appropriation allo-
cate and make available sufficient funds to carry out the provisions of this title
during the current fiscal year.

SEC. (106. The term "United States Employment Service" as used in this title
means that bureau created by the provisions of the Act of June ;, 1933, or such
successor agencies as from time to time shall perform its functions and duties, as
now performed by the War Manpower Commission.

SEC. 607. The term "veteran" as used in this title shall mean a person who
served in the active service of the armed forces during a period of var in which
the United States has been, or is, engaged, and who has been discharged or released
therefrom under conditions other than dishonorable.

TITLE V

CHAPTER VII-READJUSTMENT ALTOWANCES FOR FoRMER MEMBERS OF THE ARMED
FoRcEs WHO ARE UNEMPLOYED)

SEc. 700. (a) Arry person who shall have served in the active military or naval
service of the United States at any time after September 16, 1940, and prior to the
termination of the Itresept war, and who shall have been discharged or released
from active service under conditions other than dishonorable, after active service
of ninety lays or more, or by reason of an injury or disability incurred in service
in line of duty. shall be entitled, in accordance with the provisions of this title and
regulations issued by the Administrator of Veterans' Affairs pursuant thereto, to
receive a readjustment allowance as provided herein for each week of unemploy-
merit. not to exceed a tot :l of fifty-two weeks, which (1) begins after the first
Sunday of the third calendar month after the date of enactment hereof, and (2)

ccurs not later than two years after discharge or release or the termination of
the war, whichever is the later date: Provided, That no such allowance shall be
paid for any period for which he receives increased pension under part VII of
Vterans Regulation 1 (a) or a subsistence allowance under part VIII of such
regulation: Provided furthe-r, That no readjustment allowance shall be payable
for any week commencing nt,,re than five years after the termination of hostilities
in the present war.

(b) Such person shall be deemed eligible 1o receive an allowance for any week
of unemployment if claim is made for such allowance and the Administrator finds
with respect to such week that-

(1) the person is residing in the United States at the time of such clain;
(2) the person is completely unemployed, having performed no service and

received no wages, or is partially unemployed in that services have been per-
formed for less than a full wirkweek and the wages for the week are less than
the allowaice under this title plus $3;

(3) the person is registered with and continues to report to a public
employment office, in accordance with its regulations;

(4) the person is able to work and available for suitable [works] irork:
Provided. That no claimant shall be considered ineligible in any period of
continuous unemployment for failure to comply with the provisions of this
subparagraph if such failure is due to an illness or disability which occurs
after the commencement of such period.
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CHAPTER VIII-DISQUALMCOATIONS

SEc. 801. (a) Notwithstanding the provisions of section 700, a claimant shall
be disqualified from receiving an allowance if-

(1) he leaves suitable woirk voluntarily, without good cause, or is slus-
pended or discharged for misconduct in the coursee of empjloyment;

(2) he, without good cause, fails to apply for suitalble work to which he
has been referred by a public employment office, or to accept suialle work
when offered him; or

(3) he, without good cause, does not attend an available free training
course as required by regulations issued pursuant to the provisions of this
title.

(b) Notwithstanding the provisions of section 700, a clainmant shall also be
disqualified from receiving an allowance for any week with respect to which
it is found that his unemployment is due to a stoppage of work which exists
because of a labor dispute at the factory, establishment, or other premises at
which he is or was last employed: Prorided, That this subsection shall not
apply if it is shown that-

(1) he is not participating in or directly interested in the labor dispute
which causes the stoppage of work; and

(2) he does not belong to a grade or class of workers of which, immediately
bel'(ore the commencement of the stoppage there were members employed at
the premises at which the stoppage occurs, any of whom are participating
in or directly interested in the dispute: Pro rid d, how'crer, That if in any
case separate branches of work, which are commonly conducted as separate
business in separate premises, are condu:'ted in siparate deleartments of
the same premises, each such department shall, for the purposes of this
subsection, be deemed to be a separate factory, establishment, or other
premises.

(c) (1) If a claimant is disqualified under the provisions of subsection (a)
of this section, he shall he disqualified to receive any readjusttment allowance
for the week in which the cause of his disqualification occurred and for not
more than four immediately following wecks.

(2) In addition to the disqualification prescribed in paralgr'aph (1) above, the
Adii miistrator may, in cases of successive disqualifieations under the provisions
of sub)section (a) of this section, extend the period of disqualification for such
additional period as the Administratmr may lprescribe, but not to ex'ced eight
additional weeks in the case of any one disqualification.

Id) (1) In determining under subsection (a) of this section the suitahility
of work oir the existence of good cause with respect to a claimant, the c(nd;tions
and standards prescribed by the unemployment compensation laws of the State
in which he tiles his claim shall govern : Proridcd. That the Administrator may
prescribe conditions and standards for applicants in any State having no appli-
calle statute.

(2) In determining under subsection (a) of this section the suitability of
work, no work shall be deemed suitable for an individual if-

(A) the position offered is vacaiit due directly to a strike, lock-out, or
other lalbr dispute; or

(W) th,, wages, hours, or other (.onditions of the work offered are sub-
stantially less favorable to hinm than those prevailing for similar work in
the locality.

CHAPTER IX-AMOUNT OF ALLOWANCE AND PAYMENT

SEC. 900. (a) The allowance for a week shall be $20 less that part of the
wvaige.-s payable to him for such week which is in excess of $3: J'(pI 'oided. That
where the allowance is not a multiple of $1, it shall be computed to the next
highest multiple of $1.

(b) The number of weeks of allowances to which each eligible veteran shall
be entitled shall be determined as follows: For each calendar month or major
fraction thereof of active service during the period stated in section 700 the
veteran shall be entitled to four weeks of allowances, but in no event to exceed
the maximum provided in section 700: Provided, That the allowance for the
qualifying ninety days' service shall be eight weeks for each such month.

Smv. 901. (a) Readjustment allowances shall be paid at the intervals pre-
scribed by the unemployment compensation law of the State in which the claim
was made: Provided, That if none are so prescribed readjustment allowancps

77877-45- 2
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shall be paid at such reasonable intervals as may be determined by the Ad-
ministrator.

(b) Any allowances remaining unpaid upon the death of a claimant shall
not be considered a part of the assets of the estate of the claimant, or liable
for the payment of his debts, or subject to any administration of his estate, find
the Administrator may make payment thereof to such person or persons he finds
most equitably entitled thereto.

SEc. 9,02. (a) Any person qualified under subsection (a) of section 700, and
residing in the United States who is self-employed for profit in an independent
establishment. trade, business, profession, or other vocation shall be eligible
for readjustment allowances under this title within the time periods applicable,
and not in excess of the total amount provided in this title.

(b) Upon application by the veteran showing, in accordance with rules pre-
scribed by the Administrator, that he has been fully engaged in such self-employ-
ment and that his net earnings in a trade, business, profession, or vocation, have
been less than $100 in the previous calendar month, the veteran shall be entitled
to receive, subject to the limitations of this title as 'to time and amount, the
difference (adjusted to the next highest multiple of $1), between $100 and his
net earnings for such month.

(c) Payment of such allowance shall be made by the Administrator to each
eligible veteran at the time and in the manner other payments are made directly
to veterans by the Administrator.

(d) Subsection (b) of section 700 and section 800 shall not apply in deter-
mining the eligibility for allowances of a claimant under this section.

CHAPTER X-ADJUSTMENT OF DUPLICATE BENEFITS

SEC. 1000. Where an allowance is payable to a claimant under this title and
where, for the same period, either an allowance or benefit is received under
any Federal or State unemployment or disability compensation law, the amount
received or accrued from such other source shall be subtracted from the allow-
ance payable under this title (except that this section shall not apply to pension,
compen-ation, or retired pay paid by the Veterans' Administration); and the
resulting allowances, if not a multiple of $1, shall be readjusted to the next
higher multiple of $1.

CHAPTER XI-ADMINISTRATION

SEC. 1100. (a) The Administrator of Veterans' Affairs is authorized to admin-
ister this title and shall, insofar as possible, utilize existing facilities and serv-
ices of Federal and State departments or agencies on the basis of mutual agree-
ments with such departments or agencies. Such agreements shall provide for
the filing of claims for readjustment allowances with the Administrator through
established public employment offices and State unemployment-compensation
agencies. Such agencies, through agreement, shall also be utilized in the proc-
essing, adjustment, and determination of such claims and the payment of such
allowances. To facilitate the carrying out of agreements with State depart-
ments or agencies and to assist in the discharge of the Administrator's duties
under this title, a representative of the Administrator, who shall be a war vet-
eran separated from active service under honorable conditions and who at the
time of appointment shall have been a bona fide resident of the State for at
least two years, shall be located in each participating State department or
agency.

(b) The Administrator. consistent with the provisions of this title, shall
prescribe such rules and regulations and require such records and reports as he
may find necessary to carry out its purposes: Prorided, however, That coopera-
tive rules and regulations relating to the performance by Federal or State
departments, or agencies, of functions under agreements made therewith may
be made by the Administrator after consultation and advisement with repre-
sentatives of such departments or agencies.

(c) The Administrator may delegate to any officer or employee of his own
or of any cooperating department or agency of any State such of his powers and
duties, except that of prescribing rules and regulations, as the Administrator
may consider necessary and proper to carry out the purposes of this title.

(d) Allowances paid by the cooperating State agencies shall be repaid upon
certification by the Administrator. The Secretary of the Treasury, through
the Division of Disbursement of the Treasury, and without the necessity of audit
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and settlement by the General Accounting Office, shall pay monthly to the de-
partments, agencies, ,r individuals designated, the aniounts so certified.

(e) The Administrator shall from time to time certify to the Secretary of the
Treasury for payment in advance or otherwise such.smmmn as lie estimnat" to be
necessary to compensate any Federal department or agency for its aIminis-
trative expenses under this title. Such sums shall cover periods of no longer
than six months.

if) The Administrator idhall also from time to time certify to time Social
Security Board such State departments or agencies as may be participating in
the administration of this title, and the aniount (if the administrative expense
incurred or to be incurred by a State under agreements made pursuant to this
section. Upon such certification the Social Security Board shall certify such
amount to the Secretary (if the Treasury, in addition to the amount, if any,
payable by said Board under the provision of section 302 (a) of the Social
Security Act, as amended, and the additional amount so certified shall be paid to
each State by the Secretary of the Treasury out of the appropriation for the
Veterans' Administration.

(g) Any money paid to any cooperating agency or person, which is not us-od
for the purpose for which it was paid shall, upon termination of the lierimd cov-
ered by such payInent or the agreement with such agency or person. he returned
to the Treasury and credited to the current appropriation for carrying out the
purpose of this title, or, if returned after the expiration -of period covered by
this title, shall be covered into the Treasury as miscellaneous receipts.

SEC. 1101. (a) No person designated by the Administrator as a certifying officer
shall, in the absence of gro.-4s negligence, or intent to defraud the United States,
Lie liable with respect to the payment of any allowance cerlificd by him under this
title.

(b) No disbursing officer shall, in the absence of gross negligence, or intent to
dlefraud the United States, be liable with respect to any payment by him under
this title if it was based upon a voucher signed by a certifying officer designated
by the Administrator.

SEc. 1102. Any claipiant whose claim for an allowance has been denied shall
be entitled to a fair hearing before an impartial tribunal of the State agency
or such other agency as may be designated by the Administratmr. The representa-
tive of the Administrator located in each State shall be the final appellate
authority in regard to contested claims arising in such State, subject t,, review
by the Administrator.

SEC. 1103. In the case of any veteran eligible under the provisions of this
title who either at the time of application for the benefits herein piroided is a
"qualified employee" as defined in section 3 of the Railroad Unemployment Insur-
ance Act, as amerded, or was last employed prior to such application by an
employer as defined in section 1 (a) of the said Act. claim may be made through
an office operated y or a facility designated as a free employment office by
the Railroad Retirement Board pursuant to the provisions of said Act. In
such cases, the conditions and standards as to suitability of work or existence
of good cause, the intervals for making claim for and payment of benelits, and
the administrative and appellate procedures prescribed by or under said Act
shall govern, if not in conflict with the provisions of this title, the appellate
procedures, being subject to final appeal to the Administrator. In such cases.
a reference in this title to a cooperating State agency shall be deemed to include
the Railroad Retirement Board.

CHAPTER XII-DEcIsioNs AND PROCEDURES

S:c. 1200. The authority to issue subpenas and provisions for invoking aid of
the courts of the United States in case of disobedience thereto, to make investi-
gations, and to administer oaths, as contained in title III of the Act of June 29,
1936 (49 Stat. 2033-34 ; U. S. C., title 38, secs. 131-133), shall be applicable in the
administration of this title.

CHAPTER XIl I-PENLTES

SEC. 1300. Any claimant who knowingly accepts an allowance to which he is
not entitled shall be ineligible to receive any further allowance under this title.

SEC. 1301. (a) Whoever, for the purpose of causilIg an increase in any allowance
authorized und,r this title, or for the'purpose of causing any allowance to be
paid where none is authorized under this title, shall make or cause to be imade
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any false statement or representation as to any wages paid or received, or
whoever makes or causes t(o be made any false statement of a material fact in
any claim for any allowance under this title, or whoever makes or causes to be
made any false statement, representation, affidavit, or document in connection
with such claim, shall be guilty of a misdemeanor and upon conviction thereof
shall be fined not mnwre than $1,000 or imprisoned for not more than 1 year,
or both.

(b) Whoever shall obtain or receive any money, check, or allowance under this
title, without being entitled thereto and with intent to defraud the United
States, shall be punished by a fine of not more than $1,000 or by imprisonment
for not more than 1 year. oir hoth.

'Ii APTER XIV-DEFINITIONS

Sc. 1400. As used in this title-
(a I The term "week" means such period or periods of seven consecutive calen-

dar days as may be prescribed in regulations by the Administrator.
(b) The term "wages" means all remuneration for services from whatever

sources. including commissions and bonuses and the cash value of all remunera-
tion in any medium other than cash.

TITLE VI

CHAPTER XV-GENERAL ADMINISTRATIVE AND PENAL PROVISIONS

SEc. 1500. Except as otherwise provided in this Act. the administrative,
definitive, and penal provisions under Public, Numbered 2, Seventy-third Congress,
as amended, and the provisions of Public, Numbered 262, Seventy-fourth Con-
gress, as amended (38 U. S. C. 450, 451, 454a, and 556a), shall be for application
under this Act. For the !lurpose of carrying out any of the provisions of Public,
Numbered 2, as amended, and this Act, the Administrator shall have authority
to, a.c1lit uiic,,ipensated services, and [:too] to enter into contracts or,1 agreements
with private oir publi- agencies, or pel'sns, for necessary services, including
pIvrso)lnal se-rvir'es, as lie may deem practicable.

SEC. 15(11. Except as oItherwise sp,.cified, the appropriations for the Veterans'
Alministration are hereby made available for expenditures necessary to carry
out the provision. of this Act and there is hereby authorized to be appropriated
such additional amounts as may be necessary to accomplish the purposes of this
Act-

SEc. 1.2. Wherever used in this Act, unless the context otherwise requires,
the singular includes the plural; the masculine includes the feminine; the term
"Administrator" means the Administrator of Veterans' Affairs; the term "United
States" used geographically means the several State,, Territories and posses-
sio is. and the District of Columbia; the term "State" means the several States,
Territories and p(issessi,ins, and the District of ('Clumbia ; and the phrases
"termination of hostilities in the present war", "termination of the present war",
and "termination oif the war", meani termination of the war as declared by
Presidential proclamation or concurrent resolution (if the Congress.

SEc. 1503. A discharge or release from active service under conditions other
than dishonorable shall I)v a prerequisite to) entitlement to veterans' benefits
provi ell by this Act or Public Law Numbered 2, Seventy-third Congress, as
amen ded.

SEC. 1504. The Administrator shall transmit to the Congress annually a report
of operations under this Act. If the Senate or the House of Representatives is
not in session. such reports shall be transmitted to the Secretary of tie Senate
or the Clerk of the House (of RepIreseiitatives, as the case may be.

SEC. 1515. In the event there shall hereafter be authorized any allowance in
the nature of adjusted e,mpensation, any benefits received by, or paid for, any
vetran under thi.. Act still le charg-ed against and deducted from such adjusted
compensation ; an(l in the event a veteran has obtaiine(l a ]oan under t1e terms
of this Act. the agency di~l)rsing such adjusted compensation shall first pay
the ,inn,:aid ha l,',Ir arid accrued interest due on such loan t,) the holder of th,

eviileii.e of such itdebterliiess to the extent that the amont of adjusted com-
pensation which nmy be payable will permit.

,Ec. 15(;. (a ) Before' any proposed regulatim or order to carry out the pur-
p,,.es of thi.4 Act sliall be issued by any governmental agency exercising authority
c'inferred hereunder, other than intraagency administrative rules or orders
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governing the conduct of its activities or interagency rules governing relations
with other agencies of the (Goernment, a draft thereof shall be submitted to
the Committee on Finance of the Senate of the United Stales and to the Committee
on World War Veterans' Legislation of the House of Representatives.

E(b) The draft of suh proposed regulation or order shall he immediately
assigned to the Committee on Finance in the Senate and to the Committee on
World War Veterais' Legislation in the House of Represent:atives,] for study,
to consider whether such rule or regulation is made in conformity with the
spirit. letter, intent, and purpose of this Act, and that no unusual or UnOxp.(ted
use of powers herein granted is proposed. Such regulation or order may be
approved or disapproved by the o'omnmittee on Finance of the Senate or by the
Committee on World Var Veteratis' Legislation of the House of representatives,
or a duly authorized sulloiniittee of either. In the absence of action by either
committee approving or disappr,,ving such regulation or order, it may go into
effect not earlier than the fifteenth day following, but not including the date of
the receipt of the draft of su(h proposed regulation or order by [the President of
the Senate and the Speaker of the House of Representatives] (hair'ncl of . uch
(omiitt,,.. If sooner approved by either committee it nmiay go into, effect
immediately upon such approval. I)isapproval of such regulation or order by
either committee shall spendd its issuance: lProridc , That in the event of
conflicting c(mhllittee actions the earlier action shall govern.

[(c] (b) For the purposes of this section the Comimittee on Finance of the
Senate and the Committee on World War Veterans' Legislation of the House of
Representatives, or any duly authorized suhcoiinmittees thereof, are authorized to
sit and act during the sessions, recesses, and adjourned periods of the ('ongress.
[(d)] (c) This section shall be effective from the date of its approval.

[S. 742, 79th Cong., 1st sess.]

A BILL To amend section 104 of the Servicemen's Readjustment Act of 1944 so as to
iirovide for determination of claims for benefits under the laws administe-red by theVeterans' Administration with respect to persons discharged from the armed forces,
prior to the granting of such discharge

Be it Cnact('d b!Y the ,enteat and Hous(' of Reprcsentatires of the United States
of Inlcrica in ('onqry'.. a.s.,w'nbled, That section 1D4 of the Servicemen's R-e:td-
justment Act of 1944 is amended to- read as follows:

"Suc. 104 ( a) Whenever a member of the armed forces is to be honorably dis-
charged or released from active duty (other than through retirement underexisting laws) for disability, whether or not such disaliility shall have been
incurred in or aggravatetd by such service, the Scc('rotary of War or the Secretary
of the Navy, as the case may be, shall notify the Administrator of Veterans* Af-
fairs (hereinafter referred to as the "Administrattr") of such contemplated
action and shall permit him to examine such nemiber nedi'ally an(l otherwise,
and shall furnish the Administrator with such records ;lnd other information as
may be necessary to enable him to determine to what benefits such member is
entitled under the laws administered by the Veterans' Aulmii;trati, i. The Ad-
ministrator is hereby authorized and directed upi receipt of such notification
to make such determinationn prior to the discharge or release of such meniber
from active military or naval service: Proriled, That prior to making such
determination the Adminiistrator shall fully inform such neinber as to any
rights, benefits, and privileges to which he may be entitled subsequent to dis-
charge or release from active duty, under the laws administered by the Veterans'
Administration: And provided further, That nothing in this section shall pre-
clude the immediate transfer of any person to a veterans' facility for necessary
hospital care.

"(b) No member of the armed forces shall be so discharged or released from
active service until the Administrator shall have determined (1) whether
such member is entitled to pension or compensation, or both, under the laws
administered by the Veterans' Admiinistration and the exact amount of the
pension or compensation, if any, to which such member is entitled; and (2)
whether such member is entitled to vocational rehabilitation under any Act of
Congress. Any pension or compensation awarded a member of the armed forces
pursuant to this section shall become effective immediately upon the discharge
or release from active military or naval service of such member.
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"(c) The determination authorized and directed to be made by the Admin-
istrator under subsection (a) of this section shall be automatic and shall not be
dependent upon any application for benefits.

"(d) Nothing in this section shall be construed to affect the right of any
member of the armed forces, after his discharge or release from active duty has
been effected, to appeal from the determination of the Administrator made
under subsection (a) of this section; nor shall anything in this section be con-
strued to prevent any such member from waiving any pension, compensation, or
other benefit after an award has been made by the Administrator: Provided,
That no such waiver shall be construed to deprive any veteran of the right to
make application for any pension, compensation, or other benefit, or to receive
any such pension, compensation, or other benefit to which he is entitled.

"(e) The Secretary of War and the Secretary of the Navy, in collaboration
with the Administrator, are hereby authorized and directed to furnish members
of the armed forces, pending the determination of the Administrator as provided
in subsection (a) of this section, such medical: physical, psychological, vocational,
and other rehabilitation as will better fit them to undertake any courses of
rehabilitation training to which they may be entitled under any Act of Congress,
or to enter civil pursuits after their discharge is effected.

"(f) (1) While awaiting the determination of the Administrator under sub-
section (a) of this section, any member of the armed forces may, upon his own
request and in the discretion of the Secretary of War or the Secretary of the
Navy, as the case may be, be granted a terminal fudrlough with full pay and allow-
ances, including dependents' allowances, for the period until his di charge is
effected, and with transportation and travel expense to a point selected by him:
Prorided, That such transportation and travel expense shall not exceed the
amount or amounts to which he would be entitled for final travel allowance
were the discharge to be effected from the station from which the terminal fur-
lough is granted, and that when discharge is finally uffected no further travel
allowance shall be paid other than that which may be necessary in order
to furnish such member with transportation to a military or naval station to
effect the discharge and return him to the point from which so ordered: Provided
further. That nothing in this subsection shall be construed to prevent the War
and Navy Departments from revoking any such terminal furlough and order-
ing any such member to return to duty at any time.

"(2) While on terminal furlough as provided by this subsection, any member
of the armed forces may wear and appear in civilian apparel and may euglge in
gainful employment while not in uniform: Providcd. That when appearing in
civilian apjlarcl su,,h member shall carry witl him at all times adequate means
of ideitifi,'atior. to b:. prescribed by the Secretary of War or the Swcretary of the
Navy, a, the cast- may be.

"(i) The Secretary of War and the Secretary of the Navy, in collaboration
with the Administrator, are hereby authorizd to establish discharge centers or
other units within selected regional offices or other facilities of the Vetern'
Adininitrntion for tle liurpose of effecting the discharge (of members of the
armed forces who may be granted terminal furloughs as provided in s,!hsectiou
(f) of this 4etion, and for the transaction of other Army :ind Navy administra-
tive m:nitters connected with such members or with the administration of this
Seet loll.

"(h) The Administrator, in collaboration with the Secretary of War and the
Secretary of the Navy, is hereby auth(rizod to ,stablish offi,,-s o other units in
selcc:cd military and naval stations to expedite the making of the determinaticisn
provided for in subqection (a) of this section. and for the transaction of any
other V:'ierans' Administration matters connected with the administration of
this. section.

"i) The Veterans' Administration shall reimburse the War and Navy D~part-
merits for such amounts as may be expended by them in carrying out the purposes
of siilse(,titns (e) and (f) of this section, except that no such reimbursement
ex-n.(-n to Tiorsons granted terminal furloughs as provided for in subsection (f)
shall be made for amounts expended for the payment of transportation and travel
of this section.

"(j) Any person entitled to a prosthetic appliance shall be entitled, in addition,
to n cetssary fitting and training, including institutional training , in the use of
such ariplianoe. whether in a service or a Veterans' Administration hospital, or
by o-t-patipnt treatment, including such service under contract.

"(k) Appropria t ions heretofore made for the Veterans' Administration
'Sarlaries and expenses, medical and hospital, and compensation and pensions',
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shall be available for necessary expenses in carrying out the purposes of the
foregoing provisions of this section, including but not confined to provision of
additional personnel and facilities in military and naval hospitals and stations
and regional offices and faciliti(-s of the Veterans' Administration, and reimburse-
ment of the War and Navy Departments for amounts expended as provided in
subsections (e) and (f) of this section; and there is hereby authorized to be
appropriated such additional amount or amounts as may be necessary to accomp-
lish the purposes of the foregoing provisions of this section.

"(1) No person shall be discharged or released from active duty in the armed
forces until his certificate of discharge or release from active duty and final pab
or a sihstantial portion thereof, are ready for delivery to him ,,r his next of
kin or legal representative.

[S. 866, 79th Cong., lot seas.]
A BILL To extend benefits under the Servicemen's Readjustment Act of 1944 to the widows

of persons whose death results from service in the armed forces

Be it enacted by the Senate and House of Reprcsentatives of the United States
of America in Congress assembled, That title I of the Servieemen's Readjustment
Act of 1944 is amended by adding at the end of such title a new section as follows :

"SEc. 106. In any case in which a person has died or shall hereafter die as a
result of personal injury sustained, or disease contracted, or of preexisting injury
or disease aggravated, in line of duty in the active military or naval service on
or after September 16, 1940, and prior to the termination of the present war, his
surviving widow, if any, shall be eligible for benefits under this Act to the same
extent and under the same conditions as the deceased person w,,uld be if he
were living and had been separated from the service under circumstances entitling
him to such benefits. No such widow shall be entitled to receive any benefits
under this Act after she shall have remarried, except that the remarriage of any
such widow shall not in any way affect the guaranty of any loan under title III
of this Act made prior to the date of such remarriage."

[S. 487, 79th Cong., 1st seas.]
A BILL To extend certain provisions of the Servicemen's Readjustment Act of 1944.

relating to education and training, to children of persons whose death results from
service in the admed forces

Bc it enacted by the Senate and Uouse of Representativrs of the United Stutes
of America in Congress asenibled. That part VIII of Veterans Regulation Num-
bered 1 (a) is hereby amended by adding at the end thereof a new paragraph
as follows:

"12. A child of any person who shall have died as a result of personal injury
sustained, or disease contracted, or of preexisting injury or disease aggravated,
in line of duty in the active military or naval service on or after September 16,
1940, and prior to the termination of the present war, shall be eligible for a
course of education or training not to exceed four years under this part upon the
same terms and conditions, so far as applicable, as other persons eligible therefor
except that (a) such child must have satisfactorily completed a high-school
course or its equivalent, (b)-such course of education or training shall have been
commenced before such child attains the age of twenty-,ne years, (c) no educa-
tion or training shall be afforded to ahy person under this paragraph after he
shall have attained the age of twenty-five years, (d) the subsistence allowance
payable to a person eligible for education or training under this section shall not
exceed the amount provided under paragraph 6 for persons without dependents,
and (e) such education or training may be afforded to any person ,ligible therefor
under this paragraph, notwithstanding the provisions of the second proviso in
paragraph 1 of this part. As used in this section, the term 'child' means a legiti-
mate child, a child legally adopted, or a stepchild who was a member of the
serviceman's household on the date of such serviceman's death."
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[S. 781, 79th Cong., 1st sess.]

A BILL To amend Veterans Regulation Numbered 1 (a) with respect to payments to
educational or training institutions

Be it enatcd by the Senatc and House of Representatires of the United States
of Amcrica in (oigress assem bled, That paragraph 5 of part VIII of Veterans
Regulation Numbered 1 (a), ndded by section 4400 (b) of the Servicemen's
Readjustment A.t of 114, is amended by striking out the last proviso of sucl
para .11.h and inserting in lieu thereof the following: "And provided further,
That if any publicly supported institution or private institution exempt from tax
under section 10)1 (6) of the Internal Revenue ('ode has no established tuition
fee, or if the established tuition fee of any such institution is less than the actual
cost to such institution of furnishing the education or training, the Administrator
is anu lit 'riz.,d 14, provide for the payment to such inslittt ion, with respect to any
such person, of the actual cost of furnishing such education or training, but not
to exceed $5W) for an ordinary school year."

[S. 826, 79th Cong., 1st sess.]

A BILL To authorize vorrispondence schools to participate in the program for the education
of veterans

Be it actedd by the Semite and Hou.e of I6,p)rCs(ntatires of the United States
of America in ('ongr ess a.xsemble'd. That part VIII oif Veterans Regulation Num-
bered 1 (a), as amended, is amended (1 ) hy striking out in paragraph 5 thereof
"in full time or part time" and inserting in lieu thereof "in full time, part time,
or correspondence", and (2) by inserting in paragraph 11 thereof before the
word "s(cient;fic" the, ft)llowing :"co)rresl mndence scho),,ls,".

[S. 850, 79th Cong.. 1st sess.]

A BILL To provide ihat the, education and training provided for by the Servicemen's
Readju;tment Act of 1944 shall be made available to veterans on an equal basis without
r,4egard t( their age

Be it enacted b*i the , 'nate imd Housc of h,'pre.xctatires of the United States
of Amcrica in ('o,.;r.(s as.semblecd. That para.graph 1 ,of part VIII of Veterans
Regulation Numbered 1 (a), is amended (.idded by title II of the Servicemen's
Readiustment At of 1944), is here y attended by striking out "and whose
education ,r training was impeded, delayed, interruptvd, or interfered with by
reasm mf I is i-tr: n , into the service. or who l,sirvs i refresher fir retraining
course," and by striking wit the last proviso in such paragraph.

[S. 974, 79th ('crng., 1st sess.]

A BILL T,, amend parts VII and VIII of Veterans Regulation Numbered 1 (a), as amended,
to liberalize and clarify voational rehabilitation and education and training laws
administered by the Vtrans' Administration, and for other purposes

Be it ena,ted by the Senate and Hlouse of RepresentatirVC of the' United ,States
of .Ainurioa in congress s ass(lhblcd. That p'aragraph 1 of part VII of Veterans
Regnulation Numbvir4,l 1 (a), is amended, is hereby amended by striking the lan-
gulgl,, following the word "Prorided'' and suhstituting therefor the following
language : "That no course of training in exess of a period of four years shall be
approved except with the approval of the Administrator, nor shall any training
under this part be afforded beyond seven years after the termination of the
present war."

SE. 2. Section 4 of Public Law Numbered 16, Seventy-eighth Congr ess, March
24, 1943, as amendeed by section 4112 of Public Law Numbered 346, Seventy-eighth
Congress. June 22, 194, is amended by striking out the period at the end thereof,
substituting thterefor a colon, and adding a new proviso to read as follows: "Pro-
rided furth, r, That returned books, supplies, or equipment may be turned in to
educational oir training institutions for credit under such terms as may be ap-

proved by the Administrator, or disposed of in such other manner as may be
approved by the Administrator."



AMEND SERVICEMEN'S READJUSTMENT ACT OF 1,944 19

SEC. 3. Paragraph 3 of part VII of Veterans Regulation Numbered 1 (a), as
amended, is hereby amended to read as follows:

"3. While pursuing training prescribed herein and for two months after his
or her employability is determined each veteran, if entitled to pension, compen-
sation, or retirement pay in an amount less than the amount payable herein, shall
be paid increased pension which when added to the amount of pension, compen-
sation, or retirement pay to which he is otherwise entitled will aggregate an
amount equal to the following rates:

(a) If lie ha. neither wife nor child, $105.
(b) If he has a wife but no child, $115.
(c) If he has a wife and one child, $125 (with $7 for each additional

child).
(d) If he has no wife but one child, $115 (with $7 for each additional

child).
(e) If he has a mother or father, either or both dependent upon him for

support, then in addition to the above amounts, $15 for each parent so
dependent;

Provided, That the rates set out herein shall not be subject to the incre cases au-
thorized by Public Law Numbered 312, Seventy-eighth Congress, May 27, 1944:
Prorid'd fnrtheir, That when the course of vocational rehabilitation furnished
to any person as herein provided consists of training on the job by an employer,
such employer shall be required to submit monthly to the Administrator a state-
ment in writing showing any wage, compensation, or other income paid by him
to such person during the month directly or indirectly and based upon such
written statements, the Administrator is authorized to reduce the pension of
such person to an amount considered equitable and just but not behw the amount
of pension, compensation, or retirement pay to which he would be entitled for
service-connected disability if not following a course of vocational rehabilitation."

SEc. 4. Paragraphs 1, 2, G, and 7, part VIII, Veterans Regulation Numbered
1 (a), are hereby amended to read as follows:

"1. Any person who served in the active military or naval service on or after
September 16, 1940, and prior to the termination of the present war, and who
shall have been discharged or released therefrom under conditions other than
dishonorable, and who either shall have served ninety days or more, exclusive
of any period he was assigned for a course of education or training under the
Army specialized training program or the Navy college training program, which
course was a continuation of his civilian course and was pursued to completion,
or as a cadet or midshipman at one of the service academies, or shall have been
discharged or released from active service by reason of an actual service-incurred
injury or disability, shall be eligible for and entitled to receive education or
training under this part: Prorided, That such course shall be initiated not later
than two years after either the date of his discharge or the termination of the
present war, whichever is the later: Prorided fi rather, That no such education
or training shall be afforded beyond seven. years. after the termination of the
present war.

-2. Any such eligible person shall be entitled to education or training at an
approved educational or training institution, for a period (or the equivalent
thereof in part-time study) not to exceed the time such person was in the active
service on or after September 16, 1940, and before the termination of the war,
exclusive of any period lie was assigned for a course of education or training
under the Army specialized training program or the Navy coll(,ge training pro-
gram, which course was a continuation of his civilian course and was pursued
to completion, or as a cadet or midshipman at one of the service academies, or
for such lesser time as may be required for the course of education or training
chosen by him, but in no event shall the total period of education or training
exceed four years: J'roridcd, That his work continues to be satisfactory through-
out the perim(l, according to the regularly prescribed standards and practices of
the institution: Prorid'd further, That whenever the period of instruction ends
during a quarter or semester anl after a major part of such quarter or semester
has expired, such period of instruction shall be extended to the termination of
such unexpired quarter or semester.

"6. While enrolled in and pursuing a course under this part, such person, upon
application to the Administrator, shall be paid a subsistence allowance of $50
per month, if without a dependent or dependents, or $75 per month, if he has a
dependent or dependents, including regular holidays and leave not exceeding
thirty days in a calendar year. Such person attending a course on a part-time
basis and such person receiving compensation for productive labor performed as
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part of their apprentice or other training on the job at institutions, business or
other establishments, shall be entitled to receive such lesser sums, if any, as
subsistence or dependency allowances, as may be determined by the Admin-
istrator: Prorided, That any such person eligible under this part, and within the
limitations thereof, may pursue such full-time or part-time course or courses
as he may elect, without subsistence allowance: And provided further, That in
no event shall subsistence allowance be paid in an amount which in addition to
pension or retirement pay would exceed the amount payable under part VII.

"7. Any person eligible for education or training under this part, who is also
eligible for vocational rehabilitation under part VII, may elect either benefit or
may be provided an approved combination of such courses: Provided, That the
total period of any such combined coures shall not exceed the maximum period
or limitations under the part elected."

SEO. 5. Paragraph 3, part VIII, Veterans Regulation Numbered 1 (a), is
amended by inserting -(a)" after the paragraph number and by adding subpara-
graphs (b) and (c) to read as follows:

"(b) Any such eligible person may elect in lieu of the benefits provided in (a),
a short intensive postgraduate or vocational training course: Provided, That
except as to schools and institutions supported by public funds or exempt from
taxation under section 101 (6) of the Internal Revenue Code, the Administrator
shall have the authority to approve such courses and the schools offering same
if he finds that the school is properly equipped for such purposes and that the
agreed rates for material and instructions are reasonable and fair for the service
rendered and exclusive of any overhead, advertising, or selling expenses: Pro-
vided further, That for purposes of paragraph 5 such course shall be deemed the
equivalent of one ordinary school year of education or training.

"*(c) Any such eligible person may elect, in lieu of the benefits provided in
(a) ,or (b) of this paragraph, a course of instruction by correspondence without
any maintenance allowance: Proridd, (1) That the course is a continuation of
one undertaken prior to or during service, or is approved by his employer, if
any, or the Administrator; (2) that the course is one scheduled by an ap-
proved public institution or one exempt from taxation under section 101 (6) of
the Internal Revenue Code; or (3) that the course is one given by a private or
proprietary corresijonden ce school approved by the Administrator as equipped
to give vocational training courses, and that the rates for material and instruc-
tion are found by the Administrator to be reas,,fablP and fair for service rendered
and exclusive of any overhead, advertising, or selling expenses: Prorided
further. That for purposes of paragraph 5 an elapsed calendar year, regardless
of the number of lessons completed, shall be deemed the equivalent of one-half
ordinary school year of education or training: And poridcd further, That
nothing herein shall be construed to preclude the use of approved correspondence
courses as a minor part of institutional or job training, subject to regulations
prescribed by the Administrator."

SEc. 0. That paragraph 5, part VIII, Veterans Regulation Numbered 1 (a), be
amende'l to read as follows:

5. (a) The Administrator shall pay to the educational or training institution
for each person enrolled in full-time or part-time course of education or training
the customary cost of tuition, and such laboratory, library, health, infirmary,
and other similar fees as are customarily charged, and may pay for books, sup-
plies. equiplinnt, and other necessary expenses, exclusive of board, lodging,
other living -.\penses and travel as are generally, required for the successful
pursuit and completion of the course by other students in the institution: Pro-
i'ided, That in no event shall such payments with respect to any person exceed
$50:) for an ordinary school year: Proridcd further. That no payments shall be
made to institutions, business, or other establishments furnishing apprentice
training on the j'ib: And provided further. That any such institution may apply
to the Administrator for an adjustment of fees and thp Administrator, if he
finds that the customary charges are insufficient to permit the institutions to
furnish education -or training to eligible veterans or inadequate compensation
therefor. may provide by regulation or agreement for the payment of such fair
and reasonable compensation as will not exceed the actual cost of teaching
personnel and supplies for instruction, nor exceeding $500 for an ordinary school
year, inclusive of all charges and supplies., and may in like maimer readjust such

payments from time to time in consideration of increased or decreased enroll-
ment and available contributions to meet such cost, whether from public or
private funds. No amount in excess of the customary fees shall be charged to
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the veteran under the provisions of section 1505, Public Law Numbered 346,
Seventy-eighth Congress, June 22, 1944.

"(b) For the purpose of paragraph 5, an ordinary school year shall iiean an
academic year of not less than thirty nor.more than tbirty-eight weeks of full-
time class instruction or the equivalent thereof: Provided, That for a short
intensive postgraduate, vocational, or trade course there may be paid the regu-
larly established rates therefor, if approved by the Administrator, subject to the
limitations of said paragraph, and'such course shall be deemed to constitute
an ordinary school year.

SEc. 7. This Act shall be effective from the date of its approval: Provided,
That the monthly rates of pension provided in paragraph 3 of part VII of Veter-
ans Regulation Numbered 1 (a), as amended by section 3 of this Act, shall be
effective the first day of the second month following the month in which this
Act is enacted.

[S. 1031, 79th Cong., 1st sess.]

A BILL To amend paragraph 3 of part VII of Veterans Regulation Numbered 1 (a), as
amended, so as to increase the basic monthly allowance to handicapped veterans while
receiving vocational training and to provide uniform increases of pension or compensa-
tion for veterans with service-connected disabilities who have dependents

Be it enacted by the Senate and House of Representatives of the United States
of America in Con1gress assem bled, That paragraph 3 of part VII of Veterans
Regulation Numbered 1 (a), as amended, is amendedl by striking out that part
which precedes the colon and substintltig in lieu thereof the following:

"3. While pursuing training prescribed herein, and for two months after his
or her employability is determined, each veteran, if entitled to pension in an
amount less than the amount payable in accor(lanCt with the rate provided for
total disability in paragraph 2, part I, of Veterans Regulation Numbered 1 (a),
as now or hereafter amended. including additional pension for dependents other-
wise authorized by law, shall be paid increased pension which, when added to
the amount of pension to which he is otherwise entitled, will equal such higher
amount."

SE:c. 2. That any person entitled to pension or compensation for service-con-
nected disability under laws administered by the Veterans' Administration shall
bp entitled to additional pension or cowpensatiiin for dependents in the following
monthly amounts:

(1) If and while rated totally disabled and-
(a) has a wife but no child living, $25;
(b has a wife and ono child living $40;
(c) has a wife and two children living, $52, and $1o for each additional

child;
(d) has no wife but one child living, $15:
(e) has no wife but two children living, $27, and $10 fo r each additional

child;
(f) has a mother or father, either or both dependent upon him for sup-

port. then in additionn to the above amounts, $10 for each parent so d(bendent.
(2) If and while rated partially disabled, in an amount having the same

ratio to the amount specified in subsection (1) hereof as the degree of his dis-
ability bears to total disability: Prorided, That no person shall receive addi-
tional compensation or pension for dependents under any other law over the
same period that any additional amount provided in (1) or (2) hereof is paid.

[S. 1324, 79th Cong., 1st Bess.]

A BILL To amend title V of the Servicemen's Readjustment Act of 1944

Be it enacted by the Senate and House of Representatives of the United StaItes
of America in Congresp assembled, That subsection (b) of section 700 of the Serv-
icemen's Readjustment Act of 1944 is amended by striking out clause (1) of
such subsection, and by renumbering clauses (2), (3), and (4) thereof as clauses
(1), (2), and (3), respectively.

SEC. 2. Subsection (a) of section 902 of such Act is amended to read as follows:
"(a) Any person qualified under subsection (a) of section 700, who is self-

employed for profit in an independent establishment, trade, business, profession,
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or other vocation and who either (1) is residing in the United States, or (2) is
carrying on such establishment, trade, business, profession, or other vocal tion
within the United States, shall be eligible for readjustment allowances under
this title within the time periods applicable, and not in excess of the total amount
provided in this title."

[S. 738, 79th Cong., 1st sess.]

A BILL To amend title III, Serv'cemen's Readjustment Act of 1944

Be it enacted by the Senate and House of Representitivc. of the United States
of America in Congrc.ss as q'rinbled. That section 500 of title III of the Servicemen's
Readjustment Act of 1944 be amended by substituting "five" for "two" and
"seven" for "five" in the second sentence, and by adding a subsection (d) as
follows:

"(d) Notwithstanding the interest limitation a loan bearing a service charge
of not to exceed 1U, per centuin per annuui of the original principal amount
may It- guaranitt.d for any of the purpos,-s, other than real-estate loans, specified
in sections 502 or 503 hereof, provided it has a maturity of not more than five
ye: rs.

.SEC. 2. That the first clause of section 502 of the Servicemen's Readjustment
Act (,f 1944 be amended to read as follows:

"SEC. 502. Any aliplication made under this title for the guaranty of a loan
to be used in purchasing any land, buildings, livestock, equipment, machinery,
supplies, or implements, or in constructing, repairing, altering, or improving any
buildings or equipment. to be used in farming operations conducted by the appli-
cant. may be approved by the Administratof of Veterans' AfTairs if lie finds-."

SEc. 3. That the first clause of section 503 of the Servicemen's Readjustment
Act of 1944 and subsection (1) thereof be amended to read as follows:

"SEc. 503. (a) Any application made under this title for the guaranty of a loan
for-

"(a) purchasing any business, land, buildings, supplies, equipment, ma-
chinery, merchandise, or tools,

"(b) constructing, altering, or repairing any property to be used in con-
nection therewith,

to be used by the applicant in pursuing a gainful occupation may be approved by
the Administrator of Veterans' Affairs if he finds-

"(1) that the proceeds of the loan will be so used'by him in the bonna
fide pursuit of such gainful occupation,".

SEC. 4. That the following subsections be added to section 503:
"(b) Where an interest acquired by a veteran hereunder is represented by

capital stock or a sh:are in a partnership, such stock or partnerships share slall
be pledged as security for the loan or credit, whether or not the loan or credit
has been secured by the reservation of rights in tangible property acquired
hereunder.

"(c) And loans or credits which might be approved for a guaranty under this
section may be insured by the Administrator. Such insurance may be issued
direct to a lender, holder, or purchaser on a blanket basis. Losses on obligations
so insured may be paid to any lender, holder, or purchaser up to, an amount not
in excess, i of 15 per centum of the total sun of the credits insured.

"(1) The veteran shall not be required to pay any insurance premiums
which the Administrator shall see fit to levy on any class of cases. No such
charge shall be in excess of 1 per ceritum of the obligation insured.

"(2) The provisions of section 500 of this title shall be applicable to any
Insurance to lie issued pursuant thereto, except that no guaranty shall be
issued with respect to any credit insured hereunder, and the limitation of
50 per centum shall not be applicable to credits Insured hereunder, but for
the purpose of computing the $2,000 maximum benefit to which each veteran
may le entitled any obligationss insured hereunder shall be included at 15
per centum of their principal amount."

SEC. 5. That sections 501 (3), 502 (4), and 503 (a) (4) of the Servicemen's
Readjustment Act of 1944 be amended to read as follows: *

"That the amount of a loan covering all or part of the purchase price paid or
to be paid by the veteran for such propPrty does not exceed the reasonable normal
value thereof as determined by proper appraisal; and that the amount of a
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loan for construction, repairs, alterations, or improvements shall not exceed the
reasonable cost thereof."

Suc. 6. That two new sections, numbered 506 and 507, be added to title III
as follows:

"SEC. 506. The Administrator shall have authority to compromise or adjust
any claim or other matter arising out of guaranties under this title, arid to desig-
nate attorneys to accept or waive service of process and to take any nece..sary
action in foreclosures and other legal proceedings.

"SEC. 5()7. The minority of a veteran, or the spouse of a veteran, shall not
preclude the guaranty of a loan otherwise proper under this title: Provided,
That no revocation, rescission, or other action or defense in connection with such
contract, based upon minority shall be valid, as concerns the United States,
unless asserte(l within six months after disability of infancy is removed."

[S. 795, 79th Cong., 1st sess.]

A BILL To amend section 500 (c), title III, Servicemen's Readjustment Act of 1944, so as
to make more adequate provision for loans to veterans under the provisions of such title
by removing certain statutory limitations on loans guaranteed thereunder made by
national banks and certain other banking institutions

Be it e'ted byn the Scnate and House of Reprcscntat ircs of the United States
of A.meri'a in Congre-s. assembled, That the last sentence of section 5'J0 (c) of
the Servicemen's Radjustnjent Act o~f 1944 be amended to read as follu;ws" "The
Administrator is authorized and directed to guarantee loans to veterans subject
to the provisions of this title on approved applications made to persons. firms,
asso ciations, and corporations and to governmental agencies and corporations,
either State or Federal, and any loan guaranteed by the Administrator under
this title may be made by any national bank, or a State bank or trust company
located in the District of Columbia. without regard to the limitations and iestric-
l ions of any other statute with respect to the ratio of such loan 1o the appraised
value of the property or with respect to the maturity o)f such loan."

[S. 1202, 79th Cong., 1st sees.]

A BILL To amend the Act entitled "An Act to provide Federal Government aid for the
readjustment in civilian life of returning World War II veterans", known as the Service-
men's Readjustment Act of 1944", approved June 22, 1944

Be it enacted by the Scnatc and Housc of Rcprcsuitatires of the United States
of ..Am rica in ('on grcs. assembled, That the term "Federal agency" as used
throughout this Act means Smaller War Planis Corporation, Reconstruction
Finance C. portion, Dol-'artment of Agriculture, anl Federal Housi ig Adminis-
tration.

That the term "Administrator" as used in this Act means the Administrator
of Veterans' Aff;iirs.

That the ('imn_,rv. s finds that the loaIn guaranty provision of the Act herein
aminided to 1w' wholly inad(hquate to tieet the needs of veterans amd hereby
d,'(lars that the (1ljocti ve of tlhis Act is to b ', iden arid liberalizi Government
aid to A-,eterans and to facilitate their orderly readjustment into civilian life. ind
too effect this. the Fedleral agencies, departments, and corpE(a)atiols hereinlicfore
(It fined are hereby authorizedd and directed to assume and perform the duties
a1d responsibilities hereinafter set forth.

That title III, chapter V, sections 500, 501, 502, 503, 505 of the Act entitled
"A\t Act to provi(lE, Federal Governiment aid for the readjuistment in civilian life
(if returning World Var II veterans", Public Law 34(, Seventy-eighth congresss .
chapter 26S, second session, approved June 22, 1944, is amended to read tus
follows:

"TITLE III-LOANS FOR THE PTRCIISE OR CONSTRUCTION OF H-IMES,

FARMS, AND BUSINESS PROPERTY

"CHAPITER V-GI,'NI,;IAr, PROVISIONS FOR LOANS

"SEC. 500. (a) Any person wvho shall have served in the active military or
naval services of the United Slates at any time on or after September 16, 1940,
and prior to the termination of the present war and who shall havo been dis-
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charged or released therefrom under conditions other than dishonorable after
active service of ninety days or more, or by reason of an injury or disability
incurred in service in line of duty, shall be eligible for the benefits of this title.
Any such veteran may apply wltlftn five yefrs after separation from the militaryl
or naval forces, or five years after termination of the war, whichever is the later
date, but in no event more than five years after the termination of the war, to any
Federal agency for a loan or the guaranty of a loan for any of the pulposes
specified in sections 501, 502, and 5M: Provpi4ed. That the aggregate amount of
such loan or guaranty shall not exceed $5,000.

"The Federal agencies cited in this Act are hereby designated as lenders and/or
guarantors and are expressly authorized and directed to make loans to veterans
and to guarantee loans made to veterans by others in conformity with the provi-
sionslereof. Any loan up to the aggregate sum of $5,000 made to a veteran by a
lender other than the Federal agencies named in the Act will be guaranteed 90
per centum. The liability for the 90 per centum guaranty shall be shared equally
between the Administrator and the Federal agency guaranteeing the loan. Any
loan made directly to a veteran by a Federal agency shall be guaranteed by the
Administrator to the extent of 50 per centum.

"No loan shall be made direct to a veteran by any Federal agency except only
after such application has been first offered to and declined by a bank or other
lending institution.

-,b) Interest for the first year on any loans made under this title shall he paid
by the Administrator and the Federal agency in proportion to their liability, as
hereinbefore provided. No security for the guaranty of a loan shall be required
ex-ept the right to be subr-ogated to the lien rights of the holder of the obligation
which is guaranteed: Proa-ded. That pursuant to regulations to be issued by the
Administrator the mortgagor and mortgagee shall agree that before beginning
foreclosure proceedings for default in payment of principal or interest due, the
Administrator and the Federal agency shall have at least thirty days' notice with
the option of bidding in the property on foreclosure or of refinancing the loan
with any other agency or by any other means available.

"(c) Loans guaranteed by the Administrator and loans made or guaranteed by
a Federal agency under this title shall be payable under such terms and conditions
as may be approved by the Administrator: Prorided, That the liability under the
guaranty, within the limitations of this title, shall decrease or increase pro rata
with any decrease or increase of the amount of the unpaid portion of the obliga-
tion: Provided furthcr, That loans guaranteed by the Administrator o)r made or
guaranteed by a Federal agency slall bear interest at the rate of 41/2 per centuin
per annum and shall be payable in full in not more than twenty years. A guaranty
fee of one-half of 1 per centum per annum shall be paid by the lender receiving
such guaranty, and the Administrator and the Federal agency issuing the guaranty
shall receive one-fourth of 1 per centum per annum each.

"dThe Administrttor and a Federal agency making or guaranteeing loans to
veterans are authorized, subject to the provisions of this title, to approve appli-
cations made to persons, firms, associations, and corporations, and to govern-
meni.il agencies and corporations, either State or Federal.

"Whenever an application is approved by any one of the Federal agencies, it
shall be mandatory upon the Administrator to issue a guaranty as hereinbefore
provided.

"PURCHASE OR ('ONSTBULrION OF HOMES

"SEc. 501. (a) Any application made by a veteran under this title for a loan
or for the guaranty of a loan by a Federal agency designated herein to be used
in purchasing residential property or in constructing a dwelling on unimp'oved
property owned by him to be occupied as his home may be approved if the
Federal agency finds--

"(1) that the proceeds of such loans will be used for payment for such
property to be purchased or constructed by the veteran ;

"(2) that the contemplated- terms of payment required in any mortgage
to be given in part payment of the purchase price or the construction cost
bear a proper relation to the veteran's present and anticipated income and
expenses: and that the nature and condition of the property is such as to
be suitable for dwelling purposes; and

"(3) that the purchase price paid or to be paid by the veteran for such
property or the construction cost, including the value of the unimproved lot,
does not exceed the reasonable normal value thereof as determined by
proper appraisal.
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"SEc. 501. (b) Any application for the guaranty of a loan under this section
for the purpose of making repairs, alterations, or improvements In, or paying
delinquent indebtedness, taxes, or special assessnients ,on, residential property
owned by the veteran and used by him as his home, may be approved by a
Federal agency if it finds that the proceeds of such loan will be used for such
purpose or purposes.

"(c) No first mortgage shall be ineligible for insurance under the National
Housing Act, as amended, by reason of any loan guaranteed under this title, or
by reason of any secondary lien upon the property involved securing such loan.

"PURCHASE OF FARMS AND FARM EQUIPMENT

"SEc. 502. Any application made under this title for a loan or the guaranty of
a loan to be used in.purchasing any land, buildings, livestock, equipment, ma-
chinery, or implements, or in repairing, altering, or improving any buildings or
equipment, to be used in farming operations conducted by the applicant may be
approved by a Federal agency if it finds-

"(1) that the proceeds of such loan will be used in payment for real or
personal property purchased or to be purchased by the veteran, or for
repairing, altering, or improving any buildings or equipment, to be used in
bonafide farming operations conducted by him:

"(2) that such property will be useful in and reasonably necessary for
efficiently conducting such operations;

"(3) that the ability and experience of the veteran and the nature of
the proposed farming operations to be conducted by him. are such that there
is a reasonable likelihood that such operations will be successful; and

"(4) that the purchase price paid or to be paid by the veteran for such
property does not exceed the reasonable normal value thereof as determined
by proper appraisal.

"PURCHASE OF BUSINESS PROPERTY

"SEc. 503. Any application made under this title for the guaranty of a loan
to be used in purchasing any business, land, buildings, supplies, equipment,
machinery, or tools, to be used by the applicant in pursuing a gainful ozcupation
(other than farming) may be approved by a Federal agency if it finds-

"(1) that the proceeds of such loan will be used for payment for real or
personal property purchased or to be purchased by the veteran and used by
him in the bona fide pursuit of such gainful occupation;

"(2) that such property will be useful in and reasonably necessary for
the efficient and successful pursuit of such occupation;

"(3) that the ability and experience of the veteran, and the conditions
under which he proposes to pursue such occupations, are such that there
is a reasonable likelihood that he will be successful in the pursuit of such
occupation; and

"(4) that the purchase price paid or to be paid by the veteran for such
property does not exceed the reasonable normal value thereof as determined
by proper appraisal.

"SE . 504. Any person who is found by the Administrator of Veterans' Affairs
to be a veteran eligible for the benefits of this title, as provided in section 500
hereof, and who is found by the Secretary of Agriculture, by reason of his
ability and experience, including training as a vocational trainee, to be likely to
carry out successfully undertakings required of himi under a loan which may be
made under the Bankhead-Jones Farm Tenant Act, shall be eligible for the
benefits of such Act to the same extent as if he were a farm tenant."

IS. 291, 79th Cong., 1st sess.]

A BILL To amend the Servicemen's Readjustment Act of 1944

Be it enacted by the Senate and House of lcpresentatires of the United States
of America in Congress assem bled, That section 7C0 (a) of the Servicemen's Read-
justment Act (of 1944 is amended by striking out the word "weeks" which occurs
after the word "fifty-two" and inserting in lieu thereof the following: timess his
allowance for a week of total unemployment,".

SEC. 2. Section 800 (c) (2) of such Act is hereby repealed.
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SFc. 3. S-ection S0M (d) (1) of such Act is amended to read as follows:
"(d) (1) In determining under subsection (a) of this section the suitability

of work or the existence of good cause with respect to a claimant, there shall be
considered, among other factors, the degree of risk Involved to his health, safety,
and morals, his physi(.al fitness and prior training, his experience and prior or
probable earnings in his customary occupation or one for which he has been
trained, the length of his unemployment, his prospects for obtaining work in the
customary occupation or one for which he has been trained, the distance of avail-
able work from his residence., and prospects for obtaining lo al work."

Svc. 4. Section 900 of such Act is amended to read as follows:
"SEc. 900. (a) The allowance for a week shall be-

"(1) $20, pls-
"(21 (A) $5 if the clainmant has one dependent, or
•(B) $10 if he has two dependents, or

(C) $15 if he has three or more dependents,
less that part of the wages payable to him for such week which is in excess of
*3: Prorided. That where the allowance is not a multiple of $1, it shall be com-
puted to the next highest multiple of $1; and

"() 11) As used in this section the term 'dependent' includes only-
"(A) the lawful wife of a claimant living with him 01r receiving regular

suliport from him, or the lawful husband of a claimant if dependent upon his
wife for suppOrt, who, in the week for which an allowance is claimed, has not
received $5 owr more either as wvages, as an allowance under this title, or under
any Federal or State unemployment or disability compensation law: or

-(B) an unmarried child either (1) under eighteen years of age, or (2) of
any age. if incapable of self-support by rason of mental or physical defect.

"(2) As used in this section the term 'child' shall include only-
"(A) a legitimate child;
"(B) a child legally adopted;
"(C) a stepchild, if a member of the claimant's holsehold ; or
"C D) a child to whom the claimant stands in hco parents and has so) stood

for not less than twelve months prior to the date of this claim on behalf of
sutch child.

"(c) The Administrator may find an individual to be a dependent of the claim-
ant if the claimant has certified the facts required by the provisions of this
suhsection.

"' d) Where a child is a dependent of more than one claimant, allowance for the
child shall be made only on behalf of one claimant, as determined by tile
Administrator.

"(e) Where a claimant seeks an allowance for a dependent who is separated
fronm him under e(,urt order or written agreement, the allowance for the dependent
sl,ll not exceed th( amount fixed in the court order or in the written a.re,-ncnt.
If suoh a mount i- not fixed at a weekly rate. the portion payable for each week
shall h, determined in :ne'r(lance with regulations of the Administrator."

SEC. 5. Tis Act Ahall become effective the first Sunday of the calendar niorith
after the dale of enactment of this Act.

[S. 1176, 79th Cong., 1st sess.]

A BILL To amend the Servicemen's Readjustment Act of 1944, with respect to the education
and training of veterans

Be it enacted bl th' ,ctate and Hou.e of J('/pre.snttircs of the United States
of America in Cniqrcs a. s'niblcd, That paragraphs 1 and 2 of part VIII of
Veteran s Regulation Nunnlered 1 (a) tadded by the Servicemen's Readjustment
Act of 1944) :are amendedd to read as follows:

"1. Any prs,-si who served in the active military or naval service on or after
September 16, 1940, and prior to the termination of the present war, and who
who shall have been discharged or released therefromi under conditions other
than dishonorable, and who either shall have served ninety days or more,
exclusive of any period lie was assigned for a course of education or training
under the Army specialized training program or the Navy college training pro-
grain, which course was a continuation of his civilian course and was pursued
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to completion, or as a cadet or midshipman at one of the service academies, or
shall have been discharged or released from active service by reason of an actual
service-incurred injury or disability, shall be eligible for and entitled to receive.
education or training under this part.

"2. Any such eligible person shall be entitled to education or training, or a
refresher or retraining course, at an approved educational or training institution,
for a period of one year (or the equivalent thereof in continuous part-time
study), or for such lesser time as may be required for the course of instruction
chosen by him. Upon satisfactory competition of such course of education or
training, according to the regularly prescribed standards and practices of the
institutions, such person shall be entitled to an additional period or periods of
education or.training, not to exceed the time such person was in the active service
on or after September 16, 1940, and before the termination of the war, exclusive
of any period he was assigned for a course of education or training under the
Army specialized training program or the Navy college training program, which
course was a continuation of his civilian course and was pursued to competition,
or as a cadet or midshipman at one of the service academies: Provided, That
wherever the additional period of instruction ends during a quarter or semester
and after a major part of such quarter or semester has expired, such period of
instruction shall be extended to the termination of such unexpired quarter or
semester. Any eligible person who has pursued a preprofessional or professional
course during the periods of education or training to which he is entitled under
the foregoing provisions of this paragraph and has satisfactorily completed his
work during such periods in such course, shall be entitled to such further addi-
tional period or periods of education or training as may be necessary to enable
him to complete his preprofessional and professional courses, but in no event
shall the total period of education or training to which any person is entitled
under this part exceed seven years. No person shall be entitled to continue his
education under this part during any of the additional periods above provided,
except so long as his work continues to be satisfactory, according to the regu-
larly prescribed standards and practices of the institution."

SEc. 2. The first sentence of paragraph 6 of such part VIII is amended to read
as follows: "During the period any person is enrolled in and pursuing a course
under this part (including regular holidays and leave not exceeding thirty days
in a calendar year), such person shall be paid a subsistence allowance for each
month in the following amounts: $50 if such person has no dependents; $75
if such person has one dependent; $100 if such person has two dependents; $125
if such person has three dependents; and $150 if such person has four or more
dependents."

SEc. 3. Paragraph 10 of such part VIII is amended to read as follows:
"10. The Administrator shall arrange for educational and vocational guidance

to persons eligible for education and training under this part. From time to
time the Administrator shall secure from the appropriate agency of each State
a list of the agencies, organizations, and institutions within such State which
are qualified to furnish such educational and vocational guidance; and the Ad-
ministrator shall utilize the services and facilities of such agencies, organizations,
and institutions to the fullest extent practicable in carrying out the provisions
of this paragraph. At semiannual intervals the Administrator shall publish
information respecting the need for general education and for trained personnel
in the various crafts, trades, and professions, and shall distribute such. in-
formation to interested persons and organizations. The organizations to which
such information shall be distributed shall include all approved educational
and training institutions, all officially recognized State and local information
centers and other agencies providing information or guidance for veterans, all
local chapters of nationally recognized veterans' organizations, and such other
organizations as the Administrator deems appropriate. The facilities of other
Federal agencies collecting such information shall be utilized to the extent that
the Administrator deems practicable."

SEc. 4. Section 1505 of the Servicemen's Readjustment Act of 1944 is amended
by inserting after the words "under this Act" the following "(except title II) ".

Senator JoHyNsoN . We are honored this morning with General
Bradley's presence. We would like to call on him as our first witness.

You may proceed in your own way, General Bradley.
77877-45-3-8
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STATEMENT OF GEN. OMAR N. BRADLEY, ADMINISTRATOR OF
VETERANS' AFFAIRS, ACCOMPANIED BY E. E. ODOM, SOLICITOR,
VETERANS' ADMINISTRATION; AND H. V. STIRLING, ASSISTANT
ADMINISTRATOR FOR VOCATIONAL REHABILITATION AND
EDUCATION. VETERANS' ADMINISTRATION

(eneri1 BR.\malv. Mr. Chairman, I would like first to read my state-
ment and theni try to answer aiiNy questions y)'u may have afterlWard.

There are 1)eniling before this commnnlittee several bills amendatory to
the Serviceiiien's Readjustlment Act of 1944.

Ani(mi those ori*i(iated and recommended by the Veterans' Admin-
istration is S. 974, a bill to amend parts VII and VIII of Veterans Reg-
uliti(ln N,,. 1 ia), as amendihd, to liberalize and clarify vocational re-
habilitation and educati, n and tr:iningll laws alministered by the
\eteran.- Administration. anid for other purposes.

H. R. 37-19 . which wa - passed by the House of Representatives im-
mediaiely prior to the summer recess, would reenact all of the provi-
sion> of the Readjustment Act. with amendments to some. Reports on
these two, bills were prepared in due course by miy predecessor, Gen.
Frank T. Hines. and have been cleared by the Bureau of the Budget,
with the admonition. however, that there be submitted to the appro-
pli1.l1e congressional committees the correspondence had by me with the
Bureau of the Budget in connection with such proposed reports. The
relorts tleu.-lves and the corre. s-pidence are here and may either be
placed in the record 01' read to the committee. or both. They are quite
detailed aond extensive, and I feel that it may be more advantageous to
the coniittee if I make a general statement on the principles involved
and then, if deired b- the committee. have the orrespondence and the
repJrt, explained by one or more of my staff assistants.

The Solicit ,r. of course, aiid the legislative counsel will be available
to the (,)iuniittee for any information or assistance that may be desired;
and the Assistant Admiinisirators concerned will be available to testify
as to, any niatters tnder their jurisdiction.

While there is also pending before this committee other legislation
in which the Administration is. vitally interested, such as S. 1203, a
bill to liberalize and clarify the laws pertaining to hospital treatment,
medical care, domiciliary care, and related services, and for other
purposes. and S. 9(9, a bill to amend certain provisions of the National
Service Life Insurance Act of 1940. as amended-which latter bill
may need further amendments in order to adjust such insurance to
peacetime requirements-comment at t he present time will be directed
to the two main features of the pending tills, particularly education
and training and guaranty of loans.

Preliminarily, I think some quest ion arises as to the desirability of
reenacting all of the Servicemen's Readjustment Act inasmuch as that
may invite amendments upon which no expression of policy is possible
and also may raise serious questions of interpretation, particularly as
regards timw limitatiojns. Further. the House bill in reenavcting
section 100, ignored the fact that said section has been reenacted in
an amended form as Public Law 138, Seventy-ninth Congress. It
would be a step backward to repeal the provisions of the later act.
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The suggestions with respect to education and training involve
the following subjects:

1. Amount of training pay.
42. Elimination of the alleged discrimination between service per-

sons based UlOn age at tinie of entrance into active service.
3. Provisions for short, intensive courses, ajid for the u-e of corre-

spon(lence courses u(ler adequate safegiiards, both as to the veteran
and the Government.

4. Revised formula for extending assistance to iristitutionis having
inadequate fees.

Considering the present living costs, it seems that some reconsidera-
tion should be given to the question of training pay or subsistence
allowance while pursuing vocational rehabilitation or education or
training. The Veterans' Administration recommended a change in
the rates of increased pension for the former, and the House bill raises
the latter $10 per month. The Bureau of the Budget suggested that
instead of that, consideration be given to a flat rate for veterans with-
out dependents, with increased amount for veterans with dependents,
and that the amounts be the same under both acts but with provisions
that the veteran may, notwithstanding such allowances, continue to
receive whatever pension, retirement pay, or compensation he may
otherwise be entitled to receive. Adoption of uch flat rate would
solve many administrative difficulties now inherent in the provisions
of the two acts, and would go far to prevent attempts to -witch back
and forth as between vocational rehabilitation training under Public
Law 16., and education or training under Public Law V346.

The age factor has caused much criticism, possibly through lack
of understanding of the exact intent and purpose thereof. The edu-
cation provisions of -the Readjustment Act were intended as a benefit
to those whose education or training was prevented or interrupted by
active service. A proviso was added to the effect that anyone under
25 years of age at the time of entrance into active service would be
presumed or deemed to have had his education or training interrupted.
This was merely a rule of evidence in favor of the younger veterans.
However, the older veterans feel that it places an undue burden of
proof upon them to show eligibility for education or training other
than a refresher or retraining course limited to 1 year.

While it is believed that there will not be a great number of older
veterans desiring to take advantage of these educational opportunities,
it is realized that the mere existence of purpose or intent is difficult
of proof.

The Veterans' Administration has been very liberal in applying
this provision but it has nevertheless created a great deal of dissatis-
faction and charges of discrimination. It is believed the Congress
may well desire to reexamine this subject and possibly also the question
of more adequately defining the extent of courses of educatibn or
training.

Experience would indicate need for some leeway in paying foi
short, intensive courses. Under the formula prescribed in the act,
it is necessary to prorate the maximum amount of $500 over the period
constituting an ordinary school year. It is believed that veterans
who desire only such short courses should be permitted to have them
with all expenses paid within the limitation of the $500 maximum.
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However. in order to provide adequate protection to both the veterans
and the Government, it is felt that the Administration shoul(1 have
the authority to enter into contracts respecting rates. It would still
be required that the institutions be approved by the appropriate
State agencies.

Similar recommendation is made with respect to the use of cor-
respondence courses and c'orrespondence schools. It seems only appro-
priate that there should exist authority to protect against overselling
of such courses.
The matter of assistance of State institutions is one which deserves

reexamination. It was assumed originally that the States would meet
their normal program and that the Federal Government should meet
any additional cost by reason of the educational provisions of the
Readjustment Act-

Under the language of the last proviso of paragraph 5, title II,
many of the State institutions and State legislatures have been based
upon such assumlption. Many of the institutions have attempted to
charge their nonresident rates, or other rates based upon the esti-
mated cost of affording instruction. The veterans have objected be-
cause of the provisions of section 1505 of the act on the ground that if.
there 4ould later be provided a benefit in the form of adjusted com-
pen nation or bonus,. the deduction therefrom of the amount paid to
the State institutions above the customary charges would result in
the veteran being charged with a greater cost for his education than
would be the fact if he attended the institution as a citizen rather
than a veteran. The amendment proposed by the Veterans' Admin-
istration would, it is believed, provide a better formula for determin-
ing the assistance necessary, and would also provide that such addi-
tional cost would not be subject to the provisions of section 1505. This
seems only fair. The Congress may decide upon an entirely different
approach, as. for example, affording authority to contract with the
institutions for additional services as is now the case under Public
Law 16.

There are, of course, some minor technical changes proposed with
respect to both Public Law 16 and title II of Public Law 346, intended
mostly for the purpose of clarification and perfection of administra-
tive techniques. In general, except with respect to the four main
points above discussed, the operation of the educational provisions
has proved quite satisfactory.

Perhaps it is safe to say that the greatest amount of interest has
been evidenced in, and the greatest amount of controversy has arisen
over the loan-guaranty provisions of title III of the act. The financial
journals and the public press generally have displayed prominently
criticisms and suggestions concerning such provisions. These range
all the way from minor modifications with a view to expedition of
administrative procedures, to the entire elimination of the provision
or the transfer of the functions to other governmental agencies. Par-
ticular emphasis has been placed by some upon the transfer of the
home-loan functions to the Federal Housing Administration. I have
made no recommendation with respect to this matter for the reason
that I feel it is the duty of the Veterans' Administration to perform
to the best of its ability those functions and responsibilities placed
upon it by the Congress. Concededly, from the standpoint of purely
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functional operations, all responsibilities of the Veterans' Adminis-
tration could be transferred to other agencies.

I believe, however, that it has been and will continue to be the view
of the Congress that all veterans' benefits as such should be adminis-
tered by one agency rather than being scattered among a number of
agencies. Whether the loan provisions should beP considered as a
veterans' benefit is the question which some feel should be given
further consideration. It would seem to, be readily apparent that so
potentially vast a program cannot be accomplished by any agency
without the development of appropriate administrative machinery. It
seems only logical to think that such machinery may be developed in one
agency as well as in another. Some argue that greater efficiency may
be obtained by centralization of responsibility in accordance with
functions. Others insist with equal firmness that the veterans' pro-

ram can be administered more sympathetically and understandingly
y the agency responsible for all veterans' benefits. Some would

attempt to combine the two ideas by making the Veterans' Adminis-
tration responsible, but having the work performed by other agencies.
It seems clear to me that the responsibility must carry with it the
policy making as well as the administrative functions.

Great misunderstanding has existed from the very beginning with
respect to the loan features of the act. In some way, the impression
was broadcasted, even to the most far-flung battle fronts, that all the
discharged veterans had to do was to take his honorable discharge
certificate to some place and be handed out $2,000. Consequently, dis-
appointment is expressed when he finds out that he has to go through
the ordinary procedures with respect togetting a loan. It should be
kept in mind, too, that the act was intended, as the name implies, as a
readjustment measure. Literally, the guaranty provision was m-
tended to provide what ordinarily is required as a down payment in
connection with purchasing a home, farm, business, et cetera. In other
words, the guaranty took the place of the purchaser's equity. It must
be remembered, too, that the governmental security provided was a
guaranty and not an indemnity. In other words, the Government,
to the extent as to the amount guaranteed, absorbs the loss instead of
sharing it with the creditor. Further, the act provided stringent
safeguards with respect to the veteran, as well as the Government in
requiring that the loan must be a practicable one and that the purchase
price must not exceed the reasonable normal value as determined by
proper appraisal, of the property purchased. This later provision
was intended to protect not only the Government and the veteran, but
to mitigate against the recognized inflationary tendencies of the other
provisions.

In operation, it has been demonstrated that in many localities houses
cannot be purchased at a price representing reasonable normal values.
In the agricultural field, land values are such that practically no farms
can be purchased on such evaluation. The provision is of lesser im-
portance in connection with business loans, but the difficulty of the
act with respect to this type of loan is that it contemplates a secured
loan, while the ordinary business loan partakes of the nature of a
character loan.

Notwithstanding the above-named difficulties, it is believed that
the present act will operate satisfactorily with some changes in pro-
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cedure-now being perfected-and minor modifications in the act as
follows:

1. It seems clear that the 2-year limitation should be extended. It is
inflationary and I think it can be readily recognized that many vet-
erans will not. within 2 years after their discharge or the end of the
war. be in a position to take advantage of this readjustment provision.

'2. It seems that a more realistic approach should be made to the
question of present values and that reasonable normal value require-
ments should apply to the amount of the loan rather than the amount
of the purchase price. That is to say, if the veteran, for reasons satis.
factory to himself, desires to pay the market price, he should be per-
mitted to do so, but the amount of the loan should not exceed the
reas( able normal value. This will afford protection to the Govern-
ment and should go as far as is wise in protecting the veteran *against
inflationary values. Of course, a limit couhl be j)laced. but it should
be recalled that the act otherwise required that the loan be a prac-
tical one.

3. The provisions respecting farm loans should be somewhat broad-
ened so as to include feed and supplies and improvements on land as
well as buildings, and those with respect to business loans should be
coiisideraldy broadened as to include, in proper cases, inventory and
working capital.

4. It is believed, however, that at least with respect to non-real-
estate loans, the guaranty provisions should be replaced by provisions
for insurance. In fact, certain interests have urged that the entire title
III be rewritten to afford insurance of real estate as well as nonsecured
loaits, the Government insuring such loans 100 percent, but with the
maximum liability of, say. $2,000. It is believed that this would not
be practicable wit'h respect to real-estate loans because it would afford
full protection only to the extent of a S2,000 loan. or such other limit
as may be placed on the Government's liability, in an individual case.
On the other hand, it is not believed that it would be sound for the
Government to insure all real-estate loans 100 percent, bearing in
mind that the purchaser has no real equity therein.

5. A somewhat minor item, but one which causes great administra-
tive difficulties, is the provision of the present act respecting the pay-
ment of the first year's interest on the portion of the loan guaranteed.
It would be much less expensive if this provision were changed to
authorize simply the payment of a flat sum representing the amount
of interest on the guaranteed portion for 1 year. This could be paid
either to reduce the amount of the loan or to cover costs of closing
the loan as may be deemed most desirable.

There are other modifications which will be explained in detail later.
Coming now to the provisions (of the House bill. the Veterans' Ad-

ministration, as explained in the report, is posedsd to the fundamental
changes proposed. Specifically-, we are opposed to removing all safe-
guards, both for veteran and thie Goverimemnt. and leaving the matter
wholly to the discretion of the creditor and the purchaser. Under such
wide open (rant. the Veterans' Adlninistration or some other govern-
mental agency would simn)ly be responsible for paying losses. There
would be absolutely no selection as to credit risk,-. The House bill ap-
parently attempts to offset such inflationary provisions by transform-
ing the "guaranty" into an "indemnity."
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'While the language is not clear that what is called a guaranty is in-
tended as ,an in emity, the language of section 505 of the bill appears
to spell out the fact that the loss would be shared by the creditor and
the Government in the, ratio of the amount of the guaranty to the
amount of the loan. That is to say, if the loan were for $4,000, 50 per-
cent thereof would be guaranteed.

Under the present act, if the veteran should default and the unpaid
balance of the loan were $4,()0. the Government's liability would im-
mediately attach in the amount of $2,000.

Under the terms of the bill, the amount of liability would be de-
termined after foreclosure or sale. and if the entire loss were $2,000, the
Government would he liable for 50 percent thereof, the remainder be-
ing borne by the creditor.

While, as stated, it seems to be the intent of the language employed,
it is not entirely (lear and, therefore, the exact meaning might not be
ascertainable until a case had been carried to the highest court. and
the act judicially interpreted. If an indemnity only is intended, I do
not believe lending institutions would find the loans attractive. If, on
the other hand the Gz)vernment is to guarantee loans with no control
or selections of risks, then I would recommend that such losses be paid
by the Treasury without requirement that the claims be processed by
any other agency.

It will be noted that there is absolutely. no provision in title III of
the House bill for implementing regulations to be issued by the Veter-
ans' Administration. There are many ether technical deficiencies in the
bill, but these are matters for consider tion when the committee consid-
ers the details thereof.

Titles IV and V of the act are reenacted without amen(lment. While
no recommendations have been made to, or cleared by, the Bureau of the
Budget, there are some minor deficiencies in the readjustment allow-
ance provisions of title V.

For example: Some dissatisfaction has been expressed over the fact
that an unemployed veteran may receive readjustment allowance if he
becomes ill while unemployed, whereas if he loses his job because of
illness, he is not considered available for work and therefore is not
entitled to readjustment allowance.

The act also does not provide for advancement of funds to the
States in order to enable them to pay the readjustment allowances
under the agreement authorized. Consideration also should be had to
the fact that the amounts provided are entirely too high in certain of
the Territories and possessions.

To be specific, $20 a week in Puerto Rico or the Philippines is out
of line with the prevailing economy in such possessions. In another
committee, representat ions are being made with respect to placing
the Philippine benefits on a peso rather than a dollar basis, but the
matter is one which properly may be brought also to the attention of
this committee.

Finally, it is desired to invite specific attention to the amendment
to title VI; namely. section 1506.

While the Veterans' Administration could not very well object to
having its regulations reviewed informally by the Congress-in fact
all regulations on the Readjustment Act were submitted informally
to the World War Veterans' Legislation Committee of the House
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and the Finance Committee of the Senate before they were issued-
it does seem pertinent to suggest that such statutory requirement
would subject the executive department of the Government to the
legislative in a manner somewhat different than was apparently
intended by the Constitution.

Further, if the committees, as distinguished from the Congress,
should construe an act differently than the administrative official con-
trues it. this might or might not be considered as impinging upon

the functions of the judicial department of the Government. Of
course, except as to contracts, perhaps, the Congress has the legislative
power to amend statutes found unsatisfactory. However this may be,
it seems apparent that an impossible situation would arise under the
proposed section 1506 if one of the congressional committees should
approve the regulations and another committee should disapprove.
An administrative officer certainly, and possibly the courts, might
be handicapped by such conflicting committee actions. Conceivably,
it might be quite embarrassing for an administrative officer to carry
out the views of the committee of one of the Houses of Congress
diametrically opposite t.o the views of a committee of the other
House.

While somewhat lengthy, this summarization of the proposals is
only a generalization and leaves for further explanation the innumer-
able details of the pending bills and counterproposals. The Solicitor,
and the administrative officials concerned with the several operational
responsibilities, will explain the specific amendatory recommendations
and suggestions at the pleasure of the committee. I think I may,
however, briefly give you the following statistical information with
respect to-

1. Vocational rehabilitation under Public Law 16.
2. Education and training pnder Public Law 346.
3. Loans guaranteed under title III.
4. Readjustment allowances- under title V.
If you would like to have those statistics, I will put them in the

record.
Senator JOHNSON. Yes; we would like to have them, sir.
General BRADLEY. Vocational Rehabilitation under Public, No. 16,

part VII, on August 31, 1945: Cases in file, 104,602; applications
approved pending induction, 9,225; applications approved declined
induction, 3,347; in training at the present time, 16,102.

Mr. ODOM. I might explain that point because of the vast discrep-
ancy between the first and the second.

By cases in file is meant those that have been rated as pensionable
and the form for applying for the vocational rehabilitation has been
forwarded to them, but they have not as yet been returned.

Is that correct, Mr. Stirling?
Mr. STMLING. That is correct in part.
The break-down of the 104,602 applications is as follows:
Pending, 29,731. In this group there are 5,464 cases where advise-

ment has not been initiated, 15,042 where advisement has not been
completed, and 9,225 pending induction.
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Cases deferred or denied, 48,593. In this group there are 5,643
applicants medically not feasible, 5,511 need for training denied, 3,347
applications approved-induction declined, 8,409 employed, 90 placed
in employment, 12,838 training not desired, 12,755 no response.

The total number of disabled veterans in training as of August 31
is 16,102. Of these, 8,871 are in institutional training while 7,231 are
in job training.

The total number who have terminated their training is 10,176. Of
these, 1,040 have been declared rehabilitated, 7,456 have interrupted
their courses, while 1,680 have been discontinued.

General BRADLEY. There were shown in training actually only
16,102.

Education and training, under Public, No. 346, part VIII: Number
of cases in file (form 1950), 119,641 i number eligible for training
(allowed), 106,379; number in training, actually started training,
22,007.

Loan guaranties under title III: This is an accumulative state-
ment of operations as of September 29, 1945.

Cumulative total of loan guaranty applications received: Home
26,701; farm, 815; business, 1,904; total, 29,420.

Cumulative total of loan guaranty applications executed: Home,
21,981; farm, 503; business, 1,575; total, 24,059.

Cumulative total of loan guaranty applications rejected and with-
drawn on: Home, 2,969; farm, 190; business, 184; total, 3,343.

Cumulative total guaranty applications on hand: Home, 1,751;
farm, 122; business, 145; total, 2,018.

Cumulative total of certifications of eligibility (form 1800) re-
ceived: Home, 52264; farm, 3,441; business, 8,850; total, 64,555.

Amount of guaranty commitments: Home, $36,604,738; farm, $585,-
001; business, $1,824,732; total, $39,014,471.

Payments to the unemployed during the last week of May, June,
July, and August 1945 and during each week as indicated for the
month of September 1945:

I believe this will show the rate of increase as it is going up.
May 26, 1945, the number was 28,838; total amount, $649,945.
And to shorten the details, to jump to September 22, 1945 the latest

one, the number has increased to 81,266, and the amount is 1,953,439.
The total amount from the beginning of operations to date is

$34,695,138.
Payments to the self-employed during the periods indicated:
In January 1945 the number was 1,461. In August 1945 it was

12,349. The total amount from the beginning of operations to date is
$5,819,777.43.

I believe the statement will show you the way the thing has gradu-
ally increased.
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(The tabulation last referred to by General Bradley, entitled
"Servicemen's Readjustment Act of 1944," is as follows:)

SERVICEMEN'S READJUSTMENT AcT OF 1944

TrrLE V.-Payiments !o the unemployed during the last week of May, June, July,
an-d August 1945 and during each week as indicated for the month of September
1945

Week ending Number Amount

May 26, 1945 -------------------------------------------------------- 28,838 $649,945
June 30, 1945 -------------------------------------------------------- 34, 287 770,656
July 28. 1945 --------------------------------------------------------- 43, 286 992,809
Aug. 25, 1945 -------------------------------------------------------- 53.087 1,270,224
Sept. 1. 1945 ---------------------------------------------------------------- 58,652 1,372,878
Sept. 8, 1945 --------------------------------------------------------- 58,693 1,316,533
Sept. 15, 1'45 -------------------------------------------------------- 74,424 1,745,860
Sept. 22, 1945 -------------------------------------------------------- 81,266 1,953,439

Total amount from beginning of operations to date --------------------------------- 34,695, 138

Payments to the self-employed during the periods indicated

Period Number Amount

Beginning of operations to Dec. 31, 1944 ------------------------------------ 1,581 $92,750.73
January 1945 . ------------------------------------------------------------ 1,461 118,863.36
February 1946 ........-----------------.-------------.--------------------- 2,477 218,525.63
March 1945 ---------------------------------------------------------- 4,378 390,351.04
April 1945 ----------------------------------------------------------- 6, 868 614, 592. 30
May 144' ------------------------------------------------------------ 8,917 865,230.52
June 1945 ....------------------------------------------------------------- 11,908 1.065,042. 60
July 194 5 ................................................................ 11,926 1.190,615.50
August 945 -------------------------------------------------------- 12,349 1, 263,805. 75

Total amount to date -------------------------------------- -------------- 5,819, 777.43

General BRADLEY. I would suggest that we might now start taking
up the details.

The CHAIRMAN. The payments referred to are weekly payments, are
they2general BRADLEY. Yes, sir; they are weekly payments.

Senator JOHNSON. Are there any questions?
General BRADLEY. If you have any questions before we go into the

details, I will be glad to try to answer them.
Senator JOHNSON. Any other questions, Senator George?
The CHArRMAN. No, sir.
Senator JoHNsoN. Does any other member have a question?
All right, go right ahead, General.
General BRADLEY. I would suggest that at this time we might have

the detailed recommendations on each of these points as to what they
will accomplish.

If it is satisfactory to you, I will turn that over to Mr. Odom and I
will sit here and shall try to answer any questions that may come up.

Senator JoHNsO.N. That will be satisfactory.
I do have one question I want to clear up. I notice on page 12 that

you say:
While no recommendations have been made to. or cleared by, the Bureau of the

Budget, there are some minor deficiencies in the readjustment allowance provision
of title V.
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My question is, Have none of the recommendations herein made been
cleared by the Budget ?

General BRADLEY.' Most of them have.
Senator JOHNSON. What you mean is simply matters of clarifica-

tion?
General BRADLEY. Yes; some of the minor deficiencies, more or less

for clarification rather than matters of important change.
Senator JoHNsoN. So that. this statement you have made here may

be deemed to have been cleared by the Bureau of the Budget?
General BRADLEY. The important points; yes, sir. You will find that

stated in the reports on the bill.
Mr. ODOM. Let me clarify that, if I may.
General BRADLEY. Yes.
Mr. ODor. You have two reports. One, delivered this morning on

the educational features. The other report, a copy of which was sent
to Senator George in July. was a copy of the report made to the House
committee on the bill which you have before you. H. R. 31749.

Now, that report, both reports, in fact, have been cleared by the Bu-
reau of the Budget. Both reports contain our specific recommenda-
tions. It was our thought that those could be explained to you by the
Assistant Administrator responsible for those particular functions.
But, as General Bradley's statement here indicated, the Bureau of the
Budget, in clearing those reports suggested, rather affirmatively, that
the correspondence with the Bureau of the Budget concerning those
reports, and which brought some of the controvarsial issues, be also
supplied to the committee.

So we have that correspondence here with the reports. The re-
ports neicessarilv are quite lengthy. The correspondence is somewhat
less s,, although it constitutes several pages. We can read it and will
be glad to do so, if the committee desires, or it can be introduced in
the record at some point, and we can then bring up the difficult points
as they come up in the study of the bill.

I take it that General Bradley wants to do what the committee de-
sires in that respect.

Senator JoiiNsoN. As I understand it, you will turn over the de-
tails of further explanation to the Department heads?

General BRADLEY. Yes. For example, the matter of education re-
habilitation training, Mr. Stirling has all of the details of it. That is
the first part of my general statement, and Mr. Collins, who is re-
sponsible for the loans, has somtie specific recommendations on changes
oil the loan features. Each one can supply something from their ex-
perience in administering the bill, because they have been actually
administration those features.

That is the reason that I suggested that they be permitted to sug-
gest detailed recommendations, because of their experience in adnin-
istrating them.

Then they can answer questions you may car to ask on how it has
worked.

Senator JoIINMNs . I think that would be a good way to proceed. If
Mr. Stirling will come forward, we will proceed.

Mr. ODoir. Mr. Chairman, Mr. Stirling will read the report, and I
will give you at this time a committee print-rather, instead of a com-
mittee print of S. 974, which you introduced, I will give you, if I
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may for the record, House bill 3627, which contains the amendments
by the Veterans' Administration recommended to S. 974; 'and which
are explained in the report which Mr. Stirling has here.

Senator JOHNSON-. Do you have copies for the members?
Mr. ODI)MN. I am sorry; no. We will get them, however, for you,

before the session is over.
Senator JoHjN-s0N. Go right ahead, Mr. Stirling.
Mr. STIRING. Mr. Chairman, I might begin by giving you these

statistics :
We have received a total of 11,641 applications.
Senator Luc.ks. What are you discussing now?
Mr. STIRLING. Servicemen's Readjustment Act; 110.213 cases have

been determined to be eligible. The number that has been denied is
3,834. The total in training as of August 31, was 22,007.

Senator MILLIKIN. Mr .Chairman, may I ask how many applica-
tions have been made?

Mr. STIRLING. 119,641.
Senator MILLIKIN. How many were declared eligible?
Mr. STIRLING. 110.213. We have pending 9,428.
Of the 22,007 who have gone into training, 19,053 are in institutional

training. While in training on the job, we have 2,954.
Those in institutional training who are pursuing courses below the

college level, are 559.
Junior colleges, 198.
Teachers colleges and normal schools, 328.
Colleges, universities, and professional, 12,013.
Trade schools, and business colleges, 5,955.
The total in training on what we call job training, professional and

managerial. 215.
Clerical and sales, 130.
Service occupations, 63.
A goTiculture and kindred, 21.
Senator LUCAS. Mr. Stirling, will you explain the discrepancy be-

tween the number approved and the number actually taking the
courses?

Mr. STIRLNG. Senator Lucas, under our procedure, as soon as a
man files an application for education or training, we issue him a
certificate of eligibility which he may take anywhere in this country.
He doesn't have to go in immediately when he gets it. He may look
around to determine what school he wishes to go to, and when he is
accepted by an institution, he turns in that certificate. Then the in-
stitution sends in the certificate and notice that he has commenced
training to the regional office.
. The Veterans' Administration has cleared all applications to date
with the exception of 9,000.

Senator LuCAs. How long can he hold the certificate before using itI
Mr. STIRLING. He must go in training 2 years after his discharge

or 2 years after the termination of the present war, whichever is the
later date.

Senator LuCAS. So he has a period of 2 years in which to use the
certificate?

Mr. ST-RLING. Yes, sir.
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Senator LuCAs. And if he fails to use it in that time, the certificate
becom null and void?

Mr.STIRLING. Yes, sir.
Senator LucAs. Can you give me any information, from what the

Veterans' Administration has received in the way of letters or other
communications, as to why there is that discrepancy there? It seems
to me that there must be some reason why over 100,000 have been ap-
proved, and only 20,000 accepted.

Mr. STIRLING. Senator Lucas, as General Bradley pointed out, a
great many of the men as of August 31 could not get into schools,
because the schools were not opening until September and October.
I imagine that the September and October figures will show quite
a few of those having gone into training. We have received no criti-
cism from veterans who have not been able to enter training.

Senator LuCAS. Well, it seems just a little unusual to have that many
certificates out without them being acted on. I was wondering what
the reaction of the veteran was, if he got a certificate and tried to
get in, and couldn't get in.

Mr. STIRLING. Of course, Senator, the law places upon the institu-
tion the sole right to determine whethp.r they will accept him. I be-
lieve that some of the boys have tried to get into colleges, and didn't
meet the standards of the institutions and are now going back to other
schools to make up the deficiency, like high schools, and what not.

I shall now read from the report.
Section 4 of the bill would amend paragraphs 1, 2, 6, and 7, of part VIII of

Veterans Regulation No. 1 (a).

That is title II of the Servicemen's Readjustment Act.
Mr. ODON. That should be identified as House bill 3749.
Mr. STIRLING (reading):
These amendments would remove the distinction between education and train-

ing, and refresher and retraining courses. This distinction has proved very
difficult of administration and confusing to veterans applying for education
and training. These amendments would also remove the distinction between
veterans under 25 years of age and those over 25 years of age at the time of
entrance into service.

Senator JOHN-SON. What section was that?
Mr. STiRLING. That is section 4.
Mr. ODOM1. I am sorry. That is the bill which I just gave you, not

3749. I was wrong. It is the bill I just gave the chairman.
Senator JOHNSON. 3627?
Mr. ODO f. That is it.
Mr. STIRL NG (reading):
The distinction between the two age groups has caused considerable dissatis-

faction among veterans; it has given rise to much misunderstanding of the
purposes of the act and has complicated administration of benefits. The length
of the course or program under part VIII may not exceed 4 years or such
lesser time as may be required for the course or program of education or training
chosen by the individual.

In other words, if the course of training is completed in less than the entire
period for which the individual was eligible for training, the excess time may
not be used as part of some other course. This restriction is designed to prevent
continuation of training which would serve no useful purpose; and also to
bring about a well-planned training program in advance, subject, of course, to
subsequent change for satisfactory reasons.

It is believed that these amendments will not result In considerable Increase
In the ultimate cost of education or training under part VIII, but will simplify
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and reduce the cost of administration. These amendments under section 4
will also remove the distinction in existing law between the first year of
education or training or refresher and retraining courses and courses for subse-
quent years, and make the blisic entitlement of all eligible persons 1 year plus
the time such persons were in active service on or after September 16, 1940, and
before termination of the war, exclusive of certain specified periods of service.

Does the chairman wish to ask any questions on that particular
section?

Senator JOHNSON. I would suggest that it is all very confusing to
me. I don't know whether the other members of the committee are
grasping the points you are making, but I don't have anything before
me, and I can't follow you, and do not altogether understand the
recommendations you are making. I will have to go back and look
at the reports before I will be able to understand what you are recom-
mending. I am very much confused. I don't know about the other
members.

Mr. STIRLING. I believe, Mr. Chairman, if I may proceed in this
way to point out just exactly how these questions arose, it will clear
itself up as we go along.

Senator CONNALLY. Why not point out what is wrong with the
present law and what you propose?

Mr. STIRLING. I was going to say, Senator, that the Veterans' Ad-
ministration has an educational committee composed of the following:

Dr. Arthur Andrews, president, Grand Rapids Junior College.
Dr. Horace S. Ford, treasurer, Massachusetts Institute of Tech-

nology.
Dr. Rufus C. Harris, president, Tulane University.
Dr. R. W. Kent, director, Essex County vocational schools.
Dr. Thurman D. Kitchin, president, Wake Forest College.
Dr. Robert G. Sproul, president, University of California.
Dr. Robert B. Stewart, controller, Purdue University, chairman.
At a meeting which this group had in Washington in April of 1945,

they had before them certain proposed bills which different Members
of Congress had introduced. Mr. Odom, our Solicitor, appeared be-
fore the committee to explain the purposes of those amendments. The
committee went over those amendments am presented what they
thought were the changes that should be made.

The first change which they reommended was to remove the 25-
year age limit and the provision for refresher and retraining cmrses.

Now, Public Law 3-1(. title I, in1 the last provision of paragraph 1,
says:

That any such person who was not over 25 ye.rs of age -it the time lie entered
the service shall he deemed to have had his e(ducation or training impeded, delayed,
interrupted, or interferedI with.

In other word(. any veteran who comes to ti today, having entered
the service before he was 25 years of age, may secure 1 year of educa-
tion or training. plus an additional periodd not to exceed the total period
in service, bitt if he comes to us slIowiniz that he entered the service
after 25, 1 day. over 25, we have to ask hiimi to show whether his edii-
cation or trainiing was interrupted.

Now. the Veteran.," Adlnini-tratioli has not laid dow n any formal
procedure for determininy this fact. We are letting each case stand
on its own feet so that the boy may show what hi. intentions were I).-
fore he entered the service. We are not trying to find ways and means
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to keep the veteran out of training, but the present procedure does
cause a lot of administrative difficulty in our regional offices, in writing
letters, and so forth.

We felt that by eliminating the 25-year limitation a great deal of
administrative work woild be eliminated and secondly that not any
more veterans over 25 would take training than they would under this
law.

Senator CONNALLY. Help you or help the soldier?
Mr. STIRLING. It would help the veteran and would help the Veter-

ans' Administration. There would be a double-barreled advantage in
changing the law.

The CHAIRMAN. So you are suggesting the elimination of the 25-
year provision?

Mr. STIRLIN.G. That is right.
The CHAIRAN'. So that all veterans will stand on the same basis?
Mr. STIRLING. Yes, sir.
Mr. ODO-M. That cilso carries with it the elimination of the require-

ment that his education or training shall have been prevented or in-
terrupted by entrance into service. That is taken out also.

The CHiAIRMAN. So that if he applies, he is entitled to it?
Mr. ODo:i. Whether he ever went to school a day; yes, sir.
The ChAIRMAN. That is the suggestion you make?
Mr. STIILIx;. That is right.
The CHImxr.MN-. That has been a rather troublesome issue?
Senator CO.NNALLY. He doesn't have to unless he wants to, of course?
Mr. STIILING. That is right.
Senator CONNALLY. If he wants it, 1 think he ought to have it. The

less education he has had, the more he needs it.
Mr. STIRLING. Yes. [Reading:]
Paragraph 6 of part VIII as amended by section 4 of the bill would add to

paragraph 6 as now enacted, the following proviso:
"And provided furtlicr, That in no event shall subsistence allowance be paid

in an amount which in addition to pension or retirement pay would exceed the
amount payable under part VII."

This would remove an existing inequality.

If you have before von- Public Law 346, and if you will turn to para-
graph 7, on page 7--or I can read it.

The C iRiM.N. You might read it.
Mr. STu 4,IN(; (reading) :
7. Any such person eligible for the benefits of this part, who Is also eligible

for the benefit of part VII, may elect which benefit he desires: Provided, That, in
the event of such election, subsistence allowance hereunder shall not exceed
the additional amount of pension payable for training under said part VII.

The passage of this paragraph brought into play a situation where
it was possible for a veteran who was receiving, say, $50 a month
pension, basic pension, would receive also the $50 subsistence allowance
under this law, giving him a total of $100, while another man, a dis-
abled veteran. receiving, we will say, $60 a month pension, and i n need
of training to overcome his handicap, and who enters training under
what we call Public Law 16, would only receive $92 a month.

We felt that it was wrong for the disabled veteran to receive less
than the individual who was only eligible for training under Public
Law 346. So we took it up with the Solicitor, recommending that
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something be done to eliminate that situation, and the Solicitor felt
that it could not be done, and so we have

Mr. ODOM. Without legislation.
Mr. STnuLING. We have written in this sentence:

And provided further, That in no event shall subsistence allowance be paid in
an amount which in addition to pension or retirement pay, would exceed the
amount payable under part VII.

So that if a man went into training under Public Law 346, part VIII,
he would receive no greater sum of money than he would have received
had he entered training under Public Law 16.

Mr. ODOM. Mr. Chairman, I think it would be helpful to point out
that this is a matter on which the Bureau of the Budget felt that our
report should be supplemented.

It is true, as Mr. Stirling could have told you, that a man who has
retired, for example, may be getting retirement pay of $150 or $250
a month, and if he takes his vocational rehabilitation under Public,
16, he cannot get any more. If, however, he takes education or train-
ing under Public, 346, he can get the $50 or the $75 a month, as the
case may be, provided he isn't also eligible for training under Public,
16, in which event he would have to forego that and take it without
any additional payment. That is awkward, and a man may start in
a course under one law without being fully informed, although we
try to advise them as to what their rights are under the other.

He may not elect to take under Public, 16, so the Bureau of the
Budget suggested, and it does seem rather a good idea, that a flat pay-
ment be provided under both acts for the man without dependents
and the man with dependents, to put it at whatever the Congress
thinks is desirable, but not reducing it because of the fact that he is
getting any pension retirement pay, or compensation. 'The CHAIWMNAN. in other words, pension and retirement pay would
be disregarded

Mr. ODOM. Disreorarded entirely.
Senator LuCAS. tnder this amendment you would harmonize the

two acts?
Mr. ODOM. Under our amendment, yes, sir; it would harmonize

the two acts.
Senator LucAs. To the end that the veterans would be treated

alike. Is that correct?
Mr. ODO3M. Yes. But he still might object to it, because he would

figure that he ought to be able to get as much as he could under the
one act, whereas if he had to elect the other, he would not get that
much.

Senator LuCAS. Would that still be true if we adopted this amend-
ment?

Mr. ODOM. The Budget suggestion will eliminate that entirely.
Senator LuCAS. Why isn't that the thing to do then?
Mr. Oo.. It does appeal to us.
Senator JOHNSON. As I understand it, you equalize it by giving

the benefits of the law that provides the least?
Mr. ODoM. That is what this would do, instead of giving them

whatever they are entitled to in addition.
Senator JOHNSON. Instead of equalizing it by giving them the bene-

fits of the law that provides the most, why, you provide that they
will get the provisions of the law that provides the least .
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Mr. ODOM. That is correct.
The CHAIRMAN. Is that the provision you carried in the committee

print?
Mr. ODOM. Yes, sir; but that is not what the Budget recommended.
Senator CONNALLY. I thought you were the one that did the recom-

mending as to legislation ? When did the Budget take over your
functions?

Mr. ODO31. Senator, that was merely a suggestion of the Bureau of
the Budget in commenting on our report, that it would seem more
desirable to have the flat payment, and they asked that we bring that
to the attention of the committee.

Senator CONNALLY. They took it up with you, and you agreed with
them?

Mr. ODOM. We thought that their suggestion was a good one.
The CHAIRMA.\N. You are submitting that to the committee?
Mr. ODO.M. Yes.
Mr. STIRLING. I might say, Mr. Chairman, that that idea was not

born in the Bureau of the Budget. It was born in the Veterans'
Administration.

Senator CONNALI.Y. Why didn't you recommend it up here? Why
do you have to get the Budget Bureau to sponsor it?

Mr. STIRLING. I can't answer that because I do not contact the
Bureau of the Budget.
Senator CONNALLY. They contact you?
Mr. STIRLING. They contact the Solicitor.
Mr. ODOM. I think I will keep still on that point, except that I do

not accept-the implication.
Senator CONNALLY. It looks to me that the Budget covers a little

more ground than it has business to cover.
Mr. ODOM. They are rather helpful sometimes, Senator.
Senator CONNALLY. Rather helpful? They seem to be in this case.

I thought that you folks were thinking these things out, mixing a
little brains with your noise and getting things straightened out.

The CHAIR'AN. Did they furnish any estimate of the costs?
Mir. ODoM. No, sir; they left that to us.
VNith all due respect, Senator Connally, the time was short. The

chairman of the subcommittee and the chairman of the full committee,
I know, will bear me out-we were under some admonition to get this
report up here, and the Bureau of the Budget was merely trying to be
helpful. They had no intention of reflecting on the Veterans' Ad-
ministration and certainly not on this committee.

Senator CONNALLY. All right.
The CHAM. AN. Do you estimate any very great difference in the

cost following what you incorporated in this committee print and the
Bureau of the Budget suggestion?

Mr. ODori. There will be a difference dependent upon the rate
adopted, and we will have an estimate made on that and bring it to
you in due course.

The CHAIRMIAN. All right.
Senator JOHNSON. You may proceed, Mr. Stirling.
Mr. STIRLING. We are still dealing with paragraph 7, which I just

read.
77877-45--4
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Paragraph 7 of part VIii as amended by section 4 of the bill would authorize
any person eligible for the benefits under part VIII who is also eligible for bene-
fits under part VII to elect which benefit he desires, provided that the total period
of education, training, or vocational rehabilitation shall not exceed the maxinmum
period under the part elected.

As the law now stands, a veteran may pursue his training under the
Servicemen's Readjustment Act and take the maximum period of 4
years-, and during the last year of a 4-year course lie could become eligi-
ble for training under what we call Public Law 16. That. is, he might
)e in need of vocational rehabilitation to overcome a handicap caused

by disability, thereby receiving the 4 years under the Servicemen's
Readjustment Act and possible 4 years more under Public Law 16.

It was our purpose to bring that to the attention of the Congress so
that they may know of that possibility. I do not know of any single
case at the present time that falls in that category, but nevertheless
that is a real possibility.

Section 5 of the bill would amend paragraph 3, part VIII, of Veterans Regula-
tion Nt). 1 (a) to include three subparagraplis. Subparagraph (a) provides that
such person shall be eligible and entitled to) su(h course of education or training
full tie or the equivalent thereof in part-time training as he may elect at any
approved educational or training institution at which he chooses to enroll, whether
or n(pt located in the State in which he resides, which will accept or retrain him
as student or trainee in any field or branch of knowledge which such institution
finds him qualified to undertake or pursue. A course in any institution not within
the United Staites may be elected only if the course and the institution are
approved by the Administrator. It is provided that for reasons satisfactory to
the Administrator. the individual may chang,-v a course of instruction and any
course may lie discontinued at anty time, if it is found by the Administrator, under
re,-ilarly prescribed standards and practices of the institution that the conduct or

riW,.,ressv of such person is unsatisfactory.

Now. the chief point in that paragraph pertains to training outside
of the United States. Any number of veterans are coming to us today
asking to take training" in foreign countries-Mexico, Canada, Eng-
land. Italy. andwe hacone in the University of Algiers. We believe
that the Congress should know of that because it might get out of con-
trol since our Solicitor has ruled and General Hines had approved an
opinion rendered by him that we could use institutions outside of the
continental limits of the United States and insular possessions for the
training of veterans in foreign countries.

Consequently. we are asking Congress to confirm that opinion.
Mr. ODoM. Rather, you are asking that the Administrator shall

approve the institution.
Senator C(INNALLY. You have already ruled that he can, haven't

you?
Mr. ODOM. Yes, sir; except that the present act provides, at least

as to schools in this country, that they shall be approved by the ap-
propriate State agency. which they are, but it leaves open the approval
of schools outside of any State.

Senator CONNALLY. The Administrator could approve them.
Mr. ODOM. He does, up to date.
Senator CON-NALLY. Well, he should. They should be schools of

sufficient quality.
The CHAIRMAN. Outside of the United States, the Administrator,

of course, would have to approve them.
Senator BUTLER. How many such students have you?
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Mr. STIRLING. I don't know, but we have received, I imagine, 200
letters from veterans throughout the country, some in foreign coun-
tries, who want to take advantage of the Servicemen's Readjustment
Act., title II, by pursuing courses in foreign universities. I think it
is a good thing. The State Department feels likewise, and we have
been working with them in setting up procedures so that the State
Department would be the Veterans' Administration's representative
in that particular territory where the institution was located.

Mr. ODO M. A great many business interests have indicated a- spe-
cific desire to send their young men to receive special training in
foreign countries, particularly in the other Americas.

Senator CONNALLY. Are you turning that over to the State Depart-
ment to run?

Mr. STIRLING. No, sir; but we would ask the State Department
to represent us in that particular area.
Senator CONNALLY. That is what I am talking about. You are

going to let them represent the Administrator in that area?
Mr. STIRLING. They would get certain reports.
Senator CONNALLY. I don't approve of that at all. You ought to

run your own business. The State Department has enough to do now.
Mr. STIRLING. That would mean that we would have to set up offices

over there to do it.
Senator CONNALLY. Every time you had a student go to a certain

place you would have to set up an office?
Mr. STIRLING. No; but we imagine, in England, for example, there

will be quite a few students, and there wi1l be the matter of paying
vouchers, and so forth. Of course, we could do it here.

Senator BUTLER. Part of the student's dealings would have to be
with the State Department. wouldn't they, in order to go there?

Mr. STIRLING. To ao over there, they would have to get their pass-
port here, and visa from the foreign country, and would naturally
gravitate to the diplomatic or consular offices.

Subparagraph (b) provides that any such eligible person may apply for a
short intensive, postgraduate, or training course of less than 30 weeks, pro-
vided that the Administrator shall have the authority to contract with the
approved institutions for such courses if he finds that the agreed cost of such
courses is reasonable and fair, and provided that the limitation of paragraph
5 shall not prevent the p;iyment of such agreed rates, but there shall be charged
against the veterans' period of eligibility the proportion of an ordinary school
year which the cost of the course beais to $500.

This proposal is designed to eliminate one of the most severe criti-
cisms we have received from veterans and educational and training
institutions, especially those which fall into what you might call the
proprietary groups, because we have not been able to pay the customary
charges since the course which the veteran has elected, is a rather
short, intensive course.

Under the present law, paragraph 5, it is provided:
That in no event shall such payments with respect to any person, exceed $500

for an ordinary school year.

That means $500 for tuition, books, and sup plies.
The Veterans' Administration defines "ordinary school year" to

mean a period of from 30 to 38 weeks. So that if a veteran elected a
course for example at the New York Institute of Photography, for
16 weeks, or 17 weeks, in length, we could only pay the maximum
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of sixteen-thirtieths of $500. That amount might be less than the
customary charges.

Some of these schools are excellent schools. Some of the post-
graduate courses in medicine are excellent. They cost more. We
believed that we should get Congress' permission to pay that amount.

The CHAIPMA1 . What about night classes, do they come within
the purview of this section?

Mr. STIRLING. Some of them would.
Mr. ODOM. Only if they are short courses.
I think I might say it is not as easily understood as that paragraph

which Mr. Stirling read seems to indicate. If it were merely the
uestion of paying the fee that would be one thing, but under the
efinition of eligibilitya veteran might have 4 years total eligibility.
Now. presumably he could within those 4 years get 20 or 30 short

courses.
In other words, if the course were short enough there would be al-

most no practical limit to the number of courses that he could get
within four calendar years. Obviously, if you paid $500 for each 1
of those short courses, and he took 20 of them, he would get far more
than the act ever contemplated that any veteran would get, because
the most the act contemplates would be a maximum of 4 years with a
limitation of $500 for every ordinary school year.

So that in order to make the thing workable at all, and pay less for
a short term than the actual charges, customary charges of the school,
the only practical way to do it, as we see it-and Senator Connally
may say we are not thinking sufficiently-but the way we conceive of
doing it is to provide that his eligibility will be foreshortened pro
rata with the amount of payment.

Senator CON:NALLY. Section 5 says [reading]:
That if any such institution has no established tuition fee, or if its established

tuition fee shall be found by the Administrator to be inadequate compensation
to such institution for furnishing such education or training, he is authorized
to provide for the payment, with respect to any such person, of such fair and
reasonable compensation as will not exceed $500 for an ordinary school year.

Under-that, can't you pay him for a shorter period up to $500?
Mr. ODoMI. We have to pro rate it. We have another point on that

proviso. We are recommending a slight change in that, but under
that paragraph 5 we are to pay the customary charges with the limita-
tion of not to exceed $500 for an ordinary school year.

Briefly. the point there is that if you do not by legislation prescribe
the exact amount of his eligibility conceivably he could take 10 short
courses in one calendar year at $500 each.

The CHAIRMAN. So you limit it by the over-all he is entitled to by
the $2,000 for the 4 years?

Mr. ODOI. We propose that his eligibility will be foreshortened
pro rata at the ratio the payment bears to $500 for an ordinary school
year.

The CHAIRMAN. In other words, if he were only eligible for 1 year,
he couldn't by taking the short courses exceed the $500; is that what
you mean?

Mr. ODOM. Yes, sir.
Senator JOHNSON. Do you mean if he undertakes a course requiring

only 1 month, that you divide $500 by 12 and find out how much he is
entitled to?
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Mr. ODOM. At the present time it is on the basis of 30 weeks as being
the minimum of an ordinary school year, so it would be four-thirtieths
of $500.

Senator JOHNSON. With your change, what would it be?
Mr. ODOM. It can be $500.
Senator JoHNsoN. It can be $500, but no more than $500 for one

calendar year?
Mr. ODOM. Yes, sir; and he has used up 30 weeks eligibility.
The CHAIRM AN. The ordinary school year is defined as 30 weeks?
Mr. ODOM. Thirty to thirty-eight weeks.
The CHARMAN. Thirty to thirty-eight weeks?
Mr. ODOM. Yes, sir. There are a great, many of those courses that

are highly desirable from the standpoint of the economy of the country.
The doctors coming back from the service, for example, many of them'
had their internship and residences interrupted, and they want to
take specialized courses.

We had the application of a medical officer, just released, who
wanted a 10-day course in a special brain surgery. I think the course
cost $250. That is all that that veteran would ever want. Of course,
the subsistence for 10 days wouldn't amount to anything at all. But
we couldn't pay enough tuition because of this formula to anywhere
near cover the cost of the course.

Now, we submit to you that it would be. desirable to let the veterans
have what they want in those short courses, with due provision that
the Administrator may contract as to fees so that there won't be any
runaway propositions.

We do not suggest that you take away from the States the authority
and the power and the right to approve the schools, but we do feel
that unless there is some authority in the Administrator to contract
as to fees that there might be some danger of runaway fly-by-night
prices.

We do feel very seriously, and our educational counsel do--they de-
bated it as some length-that these short courses, with due regard
for protection to the veteran, should be permitted.

The CHAIRMAN. All of us have had a great many letters on that
point. I have had numbers of veterans write me about it, where they
desired the short course, and as you say, in many instances that is
all the veteran does desire, and the Administration was unable to
pay the fees exacted by the institutions for that short time under
the formula in the present law. This gives you leeway in that regard.

Mr. ODoMr. Yes, sir. I think this will satisfy everybody.
You will have suggestions that since they shortened the course of

training that perhaps the amount of allowance as to subsistence might
be increased. We didn't recommend that but I am sure you will have
recommendations to that effect.

Senator JOHNSON. Go ahead, Mr. Stirling.
Mr. STIRLING (reading) :
Subparagraph (c) provides that an eligible person may apply for a course

of instruction by correspondence without any maintenance allowance, provided
that the Administrator shall have authority to contract with approved institu-
tions for such courses If he finds that the agreed cost of courses is reasonable and
fair. It is provided that the provisions of paragraph 5, which are contained
in section 6 of the bill, shall not apply to correspondence courses, that one-fourth
of the elapsed time in following such course shall be charged against the veteran's
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period of eligibility, and that the total amount payable for the correspondence
course or courses for any veteran shall not exceed $50l0. It is further provided
that nothing herein shall be construed to preclude the use of approved corre-
spondence courses as a part of institutional or job training, subject to regula-
tions to be prescribed by the Administrator.

Under the present law, Mr. Chairman, the Solicitor was required
to rule that paragraph 11 of title II. Public 346, did not include cor-
respondence schools as such. Therefore, we are able to use only
schools and colleges which give training in residence and who had
correspondence or extension courses.

We believe it is a little unfair to the veteran who, we will say, is
married has children, has a job, and can't, go to school, but realizes
that perhaps le should take a correspondence course under the Serv-
icemen's Readjustment Act. We are forced, because of this adminis-
trative situation, to deny to this class of veterans this privilege.

This amendment gives to the Administrator of Veterans' Affairs,
the authority to approve such courses.

Senator BUTLER. What percent of applicancy do you have for such
a course?

Mr. STLRLING. I don't, know how to answer that question except to
say that if the correspondence schools were asked, they would say
they had thousands, but, so far as I know, there have been very few
cases that have come to my attention here in the central office, and
we haven't asked our regional offices how many have come in.

Senator BUTLER. Has a lot of correspondence come in on it?
Mr. 'TIRLIXG. Yes. There are bona fide cases where that is the

only type of training the veteran can take, because of his economic
condition and his, domestic situation.

Senator BUTLER. Do you think there will be a tendency for corre-
spondence schools to spring up?

Mr. STIRLIN ;. Not if we use the contract form under Public 16,
because we do not let the correspondence schools charge us for com-
missions which they pay their salesmen.

Senator CoNNALLY. Doesn't the State approve them as well as the
other schools?

Mr. STIRLING. Yes, sir; it would, under this amendment.
Senator CONNALLY. So that these fly-by-nights certainly ought

not to be considered.
Mr. ODOM-. You would have the protection of your State educa-

tional agency in approving the school, and we would also have the
protection of the authority to contract as to rates so as to eliminate
the salesmanship feature.

Senator CONNALLY. Mo, t great universities have correspondence
and extension courses, probably.

Mr. ODO5. We use those, too.
Senator CONNOLLY. In my State we have a big university and it

has its extension coursen and correspoll(lence courses-very fine all(l
high class. I agree that they ought to have those opportunities.

Mr. OIMJ. They are eligible now.
Senator CONNALLY. I know they are, but I hope that the people

who are going to pass on them are not going to authorize a lot of
jerk-water outfits to graft on the veterans when they have plenty of
eligible correspondence schools of standing already in the communities.

Mr. ODOM. That is right.
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Senator Bu'xrtR. You think there is provision enough in the law
to prevent the undue development of correspondence schools.

Mr. STIRLING. Under the present law, and under this amendment,
the appropriate State agency, the State boards of education, and so
forth, would still have the right and the authority to app rove these
schools. We wouldn't use any unless they approved them. This
amendment does give the Veterans' Administrator authority to make
a contract and negotiate as to the rates which I believe would act as
a deterrent to run-away conditions, because we would have the appro-
priate agencies in the State determining whether the institution was
qualified to furnish educational training plus the authority in thl
Veterans' Administration to nake a contract and to limit the rates.
[Reading:]

Section 6 of the bill modifies the last proviso in paragraph 5, part VIII, Veter-
ans Regulation No. 1 (a), with reference to the adjustment and payment 4If
fees and charges to educational and training institutions. This amendment
appears to be necessary in order to clarify wlt is meant by fair and re:iso able
compensation for education and training at certain institutions and to afford a
lmore definite yardstick in the matter of authorizing payment of fees by the
Administrator, especially in the case of State colleges and institutions. It is
considered that the provisions as drawn protect the Government against ex-
cessive charges and also permit a fair adjustment on behalf of educational in-
stitutions. It is provided that no amount in execss of the customary fee shall
be charged to the veteran under the provisions of section 1505, Public Law 346,
Seventy-eighth Congress, approved June 22, 1944.

The particular proviso which this affects is the last proviso in par-
agraph 5, title II, Public Law 346, which reads:

That if any such institution has no established tuition fee, or if its established
fee shall be found by the Administrator inadequate compensation to such insti-
tution for furnishing such education or training, he is authorized to provide for
the payment with respect to any such person of such fair and reasonable com-
pensation as will not exceed $500 for an ordinary school year.

After the Servicemen's Readjustment Act was passed, organiza-
tions of State institutions, municipal institutions, came to the Veter-
ans' Administration asking that certain rates be established, which
were pretty close to the $500 level. The Solicitor rendered an opin-
ion that we could not pay more than the customary charges unless
evidence could be shown that additional services were being ren-
dered by the State institutions, the State college and the university.

In September of that year, General Hines appQinted an educational
committee composed of the gentlemen whose names I have read into
the record to consider this important subject. They arrived at a
formula, which met the approval of the Solicitor and the Adminis-
trator, and this was issued to the field.

This formula permitted the State institutions to charge a sum of
money coinciding with that sum which was called the nonresident rate.
Some criticism has been leveled at that charge because veterans who
are residents of the State are required to be charged a sum of money
higher than that which they would have been charged had they paid
for it themselves. In taking this matter up with the committee, they
believed that if Congress were considering any changes in the law,
there should be a change made in that provision, although at the
present time no criticism is coming to us from any other type of in-
stitution. However, the State institutions are not receiving what
they think they are entitled to.
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For instance, the State of Oklahoma; the University of Oklahoma
has no tuition charge for residents. They have a nonresident charge
of $50 a zeinester. Under existing policy we could pay that institu-
tion if they charged $50 a month. But the attorney general in the
State has ruled that they cannot charge this amount.

Senator CONN.\LLY. Did he base that on the idea that they would
have to accept $50?

Mr. STIRLING. No, sir.
Senator CONNALLY. The attorney general ruled they could not ac-

cept that either?
Mr. STIRLING. If a veteran were a resident of the State of Okla-

home they would charge the Veterans' Administration on the same
basis as any other resident.

Senator CONNLLY. They are treating him like any other resident?
Mr. STMLING. That is right.
The State institutions feel that the Veterans' Administration policy

is unfair. They believe that the State institutions should receive as
much money as a private institution receives in that State.

Senator 'ONNALLY. Is Oklahoma making that claim?
Mr. STrRLING. Yes, sir.
Mr. ODOML. Mr. Chairman, I think I owe it to the committee to make

a little more exact explanation than Mr. Stirling did about the legal'
aspects of this paragraph. I am sure that the members will recall
that the recommendation of the President's committee, often re-
ferred to as- the Osborn committee, was that the Federal Government
should assume the extra cost of this program over and above what the
State normally would have done for its boys anyway.

My opinion was, not that. we couldn't pay them anything until they
rendered extra services-that was under Public, 16-but rather that
under Public, 346 in order to bring into effect and working operation
that formula and that proviso which was just read, that the States
would have to make some showing that they were not in a position to
furnish the education and training to the veterans. In other words,
that their State legislature hadn't provided for it.

Well, the States thought they could make that showing all right,
because sonie of the State legislatures, assuming that the Federal
Government was going to bear all of the expense of the educational
program for veterans, limited their appropriations for the universities
and colleges.

This affects mostly the institutions of higher learning, collegiate
grade, and immediately subcollegiate grade, such as the junior col-
leges, and doesn't affect high schools, particularly, although some of
the municipal schools are affected by this.

Well, it is difficult, very difficult, to say where the State program
should leave off and the Federal program should begin.

Of course, you appreciate during the war years the colleges have
lost approximately 50 percent, I am informed, of their enrollment.
In other words, over the period of 4_years, a little more than 4 years,
the States presumably have educated only approximately 50 percent
as many people as they would have educated but for the war. That
figure may not be exact.

However, that is not an exact saving to the States, because, as
you well know, under the law of diminishing returns you cannot
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decrease your working expenses as rapidly as your enrollment may
decrease.

So, unquestionably there is a great point to be made for the institu-
tions. But the joker in the whole thing is that by reason of the
application of section 1505, that anything paid on account of a
veteran shall be charged against any bonus, if he gets one, the
attorneys general of the States quite generally have held, why, if
this occurs, what you are doing would be to charge a citizen of this
State $500 a year, if that is what it is, for his education, where the
State law says you shall charge him nothing, or $50 a semester, or
whatever it is, and the men have said, "I am a citizen; why should
tht Federal Government be paying and charging against my bonus
more than I would have to pay if I were furnishing my own edu-
cation ?"

The CITAIRMAN. What have you done about that provision?
Mr. ODOM. We have not worked that out. We propose to work

that out by amendment providing that anything we pay over and
above the customary charge shall not be subject to the provisions of
section 1505.

The CHAIRMAN. So that if a bonus or adjusted pay or compensa-
tion is subsequently paid, it wouldn't be taken out?

Mr. ODOM. That is right. That is, what we pay over and above the
customary charges.

The CHAIRMAN. But you would still leave the deduction to cover
the customary charge?

Mr. ODO3. That is right.
The CHAIRMfAN. I remember the trouble we had with this provision

in the Congress.
Mr. ODO1. It is almost impossible to operate, so far as the State

schools are concerned, because I don't believe there is a State that the
attorney general has held that they can collect. There are two States
that have enacted statutes providing, in effect, that any veteran,
whether or not a resident, would have free tuition in their schools,
provided, however, that if the Federal Government pays that, the
school shall charge whatever they can get from the Federal Govern-
ment.

Senator CONNALLY. Take, for instance, Oklahoma. They have no
tuition at all, but that is restricted to their own citizens. If a man
lives out of the State, it is $50 a year.

Mr. ODom. Yes, sir.
Senator CONNALLY. How does the law now operate in that case,

and how would it operate under your proposal?
Mr. ODOM1. The attorney general has ruled under their statute. they

can charge nothing except as to a nonresident.
Senator CONNALLY. Now, under the present law what would be

charged against that man's bonus?
Mr. ODoMt. Nothing.
Senator CONNALLY. Nothing. Now, if he lived out of the State

he would be charged the $50?
Mr. ODOf. Yes, sir; but under our regulation we would pay the

State of Oklahoma $15 a month for instruction.
Senator CONNALLY. Why should you when they don't charge any-

thing? Why shouldn't the soldier have the same privilege to attend
the university as anyone else?
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Mr. ( 0 u .Senator, this is a l)road question of governmental policy.
I hope I can make myself clear. It is a little bit, complicated. Obvi-
ouslv there are going to be more veterans go to school since the Federal
Goverianient is paying all expenses than would go to school if they had
to (1 it on their own. I told you of that backlog over 4 years.

Have you any fi ures on it, Mr. Stirling?
M '. STIRIIN;. Not with me.
ir. ()un)r. It might alnount to quite a large number of boys and

girls, too, who have not gone to school,
S, liator ICONNALLY. I hope it will amount to a large number.
Mr. ()iu . In addition to that backlog, Senator Connally, there will

be some go who never would have gone anyway. Obviously you Mem-
bers of Congress intended that the Federal Government should relieve
the Sates (,f the extra burden caused by this Federal program.

Now. there are only two ways that my limited faculties permit me
to .see haw that can be done. One way would be to say, yes, regardless
of the State statutes, we are going to pay you this. Of course, that is
embarrassing. We would eliminate dne feature of that if we would

eliminate it, i. e. by not charging that against the veteran's presump-
tive. shall I say. bonus.

Senator CONNALLY. You would have a complaint, if you did that,
from every veteran. A veteran would say, "Here I am being charged
against my bonus $15 a month, anld here is a man living beside me
w ho doesn't pay anything."

Mr. OD(,1. That is right, but it wouldn't cost him anything in the
long run. so that would take the sting out that.

The onlv other way I can see, and we recommended this originally,
and the members, particularly of the conference, will recall it, the
Senate accepted our recommendation, namely that the Administrator
of Veterans' Affairs be given legislative authority to contract with
the institutions to care for this extra burden. The House struck that
out and put in this proviso, which we have found, so far as the State
schools are concerned, isn't workable.

Now. there is good reason for having that authority. If the boys
were going tio get their education there free, not to be charged, I
mean. anything against their bonus at all in the State institutions, or
in private institutions, like endowed institutions, which charge noth-
ing. or a very small tuition rate, the nonpublic schools-by that I mean
church schools and institutions operating for profit, as well as endowed
institutions charging about what it costs them, or a little bit more than
it costs them to furnish the educational training, they would say,
"Why should you channel all of these veterans into the State schools
and lelprive us of getting our due share of students?"

Senator CONNALLY. Doesn't the veteran have a right to choose his
school?

Mfr. ODoM. Yes, but they say he would choose the State school be-
cause nothing there would be charged against his bonus.

Senator (',NNM.LLY. He would anyway if there hadn't been any war,
and everything g were free there.

Mr. Oio.f. I assume so. I was merely stating the arguments which
the educational people have brought before us.

Senator CoN.NALLY. If lie wants to go to a private school, and they
charge him. I don't see why you wouldn't pay him the regular tuition
and charge it up to him. What is your plan now?
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Mr. ODOM. We propose here that we pay the cost of instruction and
classroom material. That can be determined. There isn't any school
that can't tell us what their cost of instruction and classroom ma-
terial is. They can't tell us their actual cost, because they ,loi't main-
tain figures o1 that. We propose that any institution may apply to
the Administrator for an adjustment of fees, and the Administrator
if he finds that the customary charges are insufficient to permit the in-
stitution to furnish education or training to eligible veterans-may I
interrul)t myself to say that the University of Oklahoma, one of their
officials was in to see mie in the past week, and he said "our enrollment
which we will be permitted to take under our appropriation act will
be filled up completely by February 1 of this year, and from that time
we can't take an" other students at all, veterans, or nonveterans."

Now, the only way they could do that would be to go to their State
legislative bodies and get an additional appropriation, or come to the
ATeterans' Administration and make arrangements for us to take up
that additional cost.

The bill reads:

mayprovide by agreement for the payment of fair and reasonable compensation
.is will not exceed the actual cost of teaching personnel and supplies for instruc-
tion, and not exceeding $500 for an ordinary school year, inclusive of all charges
and supplies: and may in like manner readjust such payments from time to time
in consideration of increased or decreased enrollment and available contribu-
tions to meet such costs, whether from public or private funds. No amount in
excess of the customary fees shall be charged to the veteran under the provi-
sions of section 1505, Public Law Numbered 346, Seventy-sixth Congress, June
22, 1944.

Senator LucAs. That is on the theory that the Veterans' Administra-
tion would be given the power to contract direct with the schools?

M r. ODOA. Or by agreement. We could do it by regulation.
Senator Luc.ks. But you would have to eliminate certain features of

the law?
Mr. ODOM%. Yes, sir.
General BRADLEY. Mr. Chairman., I would like to bring out this

point, which indicates that some of these State schools may need help
on this. In addition to the fact that they do not have appropriations,
their classes were out, of balance because of the large number coming
back. They have a much larger freshman class, which means a shift
of instructors, and a shift of laboratory arrangements. which adds an
extra burden, and it is going to continue that way. Next year they
will have to shift in the sophomore class. And so on all the way
through. That is an added expense which the schools would normally
not have to meet, and that is the reason we think it fair for the State
institutions to get something from the Federal Government, although,
as Senator Connally points out, if they had not been veterans, they
would not have to pay anything. But we are faced with the fact that
some of these States need help if they are going to carry out the
education for the veterans in the way we think they are entitled.

Mr. STIRLING. I have nothing more, Mr. Chairman.
Senator JOHNSON. Are there any other questions?
Mr. ODOM. There is one minor amendment, simply a question of

bookkeeping, but we don't need to bother you with that.
Senator BUTLER. Several remarks have been made about it costing

the veterans. That it would be charged up to his bonus. Can you
explain that to me?
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Mr1". STIRLING. Section 1505 says:
In the event there shall hereafter be authorized any allowance In the nature of

adjusted compensation, any benefits received by, or paid for, any veteran under
this act shall be charged against and deducted from such adjusted compensa-
tion: and in the event a veteran has obtained a loan under the terms of this act,
the agency disbursing such adjusted compensation shall first pay the unpaid
balance and accrued interest due on such loan to the holder of the evidence of
such indebtedness to the extent that the amount of adjusted compensation
which may be payable will permit.

The ChAIR AN -. It is anticipating the possible enactment of a law
hereafter.

Senator CONNALLY. But that law will govern rather than this one
when passed.

Senator BUTLFR. The person not a returned soldier is not charged,
but the returned soldier would be charged.

The C.AIRM.x. Under the proposal offered by the Veterans' Bu-
reau. it is my understanding he would not pay more than he would as
a free student.

Senator BUTTER. In other words, it is not charged against his bonus.
Mr. Oiw. m. That is our proposal.
Senator JohNsoN. Are there any other questions?
We will recess until tomorrow morning at 10 o'clock.
(Whereupon, at 12: 15 p. m., the committee recessed until tomorrow

morning, Tuesday. October 9, 1945, at 10 a. in.)
(The following information was later received for the record:)

OcToBER 6, 1945.Hon. WALTER F. GEORGE,
Chairman, Committee on. Finnnce,

Unift d ,'tates Senate, Washingf/ton, D. C.
My DEAR SENATOR GEORGE: Further reference is made to your letter dated

May 9, 1945, requesting a report on S. 974, Seventy-ninth Congress, a bill to amend
parts VII and VIII ,of Veterans Regulation No. 1 (a), as amended, to liberalize
and clarify vocational rehabilitation and education and training laws adminis-
tered by the Veterans' Administration, and for other purposes.

The purpose of the bill is to meet certain inadequacies pertaining to vocational
rehabilitation, education and training benefits provided for veterans of World
War II under Public Law 16, Seventy-eighth Congress, approved March 24, 1943,
and title II of Public Law 346, Seventy-eighth Congress, approved June 22, 1944,
and to establish a greater uniformity with reference to the system of benefits
provided under each of these acts.

After careful study, it has been concluded that the bill should be amended to
meet certain objectionable features and to clarify certain provisions. These
proposed amendments are indicated in the copies of the bill enclosed herein in
duplicate. The comments on the bill will be made on the assumption that the
amendments proposed will meet with the approval of the committee and will
indicate the effect of the bill if so amended.

Section 1 of the bill would amend paragraph I of part VII of Veterans Regula-
tion No. 1 (a) to authorize training in excess of the period of 4 years when
approved by the Administrator and extend the period after the war during which
training under this part may be afforded, from 6 to 7 years. Under the present
law, training may not be afforded for any period in excess of 4 years, and the
training or apprenticeship required in certain professions or trades cannot be
completed within that period. The extension of the period after the war during
which training under this part may be taken, from 6 to 7 years will establish
uniformity with theperiod now provided under part VIII of Veterans Regulation
No. 1 (a), as amended, pursuant to the provisions of Public Law 346, Seventy-
eighth Congress.

Section 2 of the bill would amend section 4 of Public Law, as amended, to
authorize disposition of returned books, supplies, or equipment which may not be
released to a trainee or student because of fault on his part to complete his course
of training or education. Experience has shown that there is no practical outlet
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for the disposition of such books, supplies, and equipment. Some educational

institutions, however, are offering to accept the return of books, supplies and
equipment at a discount and to credit their accounts with the Veterans' Admin-

istration accordingly. Such arrangement will simplify administrative procedure

and result in a saving to the Government.
*Section 3 of the bill would amend paragraph 3 of part VII of Veterans Regula-

tion No. 1 (a), as amended, to revise upward the rates of increased pension
payable to veterans while receiving vocational rehabilitation. These rates Include
also the 15 percentum increase authorized by Public Law 312, Seventy-eighth
'ongress, approved May 27, 1944. The present rates arid the rates provided in

the bill are set forth for convenience as follows:

PreRen t Rates pro-
Praest vided in
rates bill

(a) If he has neither wife nor child -------------------------------------- ------- $92.00 $105
(b) If he has a wife but not child ----------------------------------------------- 103.50 115
(c) If he has a wife and 1 child (with $5.75 for each additional child) -------------- 109.25 125
(d) If he has no wife but 1 child (With $5.75 for each additional child) ............ 103. 50 1 1L5
(e) If he has a mother or father, either or both dependent upon him for support,

then in addition to the above amounts, for each parent so dependent ---------- 11.50 15

I With $7 for each additional child.

This section would also remove the requirement in existing law that the monthly
statement of an employer showing any payments made to a trainee must be sworn
to by the employer. The requirement of the oath has caused much dissatisfaction
among employers providing training on the job to veterans.

Section 4 of the bill would amend paragraphs 1, 2, 6, and 7 of part VIII of
Veterans Regulation No. 1 (a). These amendments would remove the distinction
between education and training and refresher and retraining courses. This dis-
tinction has proved very difficult of administration and confusing to veterans
applying for education and training. These amendments would also remove the
distinction between veterans under 25 years of age and those over 25 years of age
at the time of entrance into service. The distinction between the two age groups
has caused considerable dissatisfaction among veterans; it has given rise to much
misunderstanding of the purposes of the act and has complicated administration of
benefits. The length of the course or program under part VIII may not exceed
4 years or such lesser time as may be required for the course or program of educa-
tion or training chosen by the individual. In other words, if the course of training
is completed in less than the entire period for which the individual was eligible for
training the excess time may not be used as part of some other course. This
restriction is designed to prevent continuation of training which would serve no
useful purpose; and also to bring about a well-planned training program in ad-
vance, subject, of course, to subsequent change for satisfactory reasons. It is
believed that these amendments will not result in considerable increase in the
ultimate cost of education or training under part VIII, but will simplify and
reduce the cost of administration. These amendments under section 4 will also
remove the distinction in existing law between the first year of education or
training or refresher and retraining courses and courses for subsequent years and
make the basic entitlement of all eligible persons 1 year plus the time such persons
were in active service on or after September 16, 1940, and before termination of
the war, exclusive of certain specified periods of service.

Paragraph 6 of part VIII as amended by section 4 of the bill would add to para-
graph 6 as now enacted, the following proviso: "And provided further, That in no
event shall subsistence allowance be paid in an amount whieh in addition to pen-
sion or retirement pay would exceed the amount payable under part VII." This
would remove an existing inequality.

Paragraph 7 of part VIII as amended by section 4 of the bill would authorize any
person eligible for the benefits under part VIII who is also eligible for benefits
under part VII to elect which benefit he desires, provided that the total period of
education, training, or vocational rehabilitation shall not exceed the maximnum
period under the part elected.

Section 5 of the bill would amend paragraph 3, part VIII, of Veterans Regula-
tion No. 1 (a) to include three subparagraphs. Subparagraph (a) provides that
such person shall be eligible for and entitled to such course of education or train-
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ing. full-time or the equivalent thereof in part-time training, as he may elect, at
any approved educational or training institution at which lie chooses to enroll,
whether or not located in the State in which he resides, which will accept or retrain
him as a student or trainee in any field or branch of knowledge which such institu-
tion finds him qualified to undertake mr pursue. A course in any institution not
within the United Stales may be elected only if the course and the institution are
appr,,ved by the Administralor. It is provided that for reasons satisfacilory to
the Administrator the individual may change a course of instruction and any
course may be discontinued at any time, if it is found by the Administrator, under
regularly prescribed standards and practices of the institution, that the conduct
or progress of such person is unsatisfactory.

Subparagraph (b) proviilo,, that any smi.h eligible person may apply for a
slhort intensive. postgraduate or training curse of less than 30 weeks, pro-
vided that the Adminiistrator shall have the authority to contract with ap-
proved instituitimis for such courses if he finds that the agreed cost olf such
courses is reasomable and fair, and provided that the limitation of paragrapb 5
shall not prevent the payment of such agreed rates, but there shall be charged
against the veteran's period of eligibility the proportion of an ordinary s,'hool
year which the (cost of course hears to $Z110.

Subparagraph (c) provides that an eligible person may apply for a course
of instruction by correspondence without any maintenance allowance, provided
tlat the Administrator slall have authority to contract with approved insti-
tuti~oms for such course if hte finds that the agreed cost of courses is reasonable
and fair. It is provided that the provisions of paragraph 5, which are con-
tained in section 6 of the bill, shall not apply to correspondence courses, that
one-fourth 4,f the elapsed time in following such courses shall be charged against
the veteran's period of eligibility, aind that the total amount payable for the
correspoindence c(mrse or .,urses for any veteran sliall not exceed $500. It is
further provided that nothing herein shall be construed to preclude the use of
approved co'resIiondeice courses as a part of institutional or job training, suh-
ject to regulations to be prescribed by the Administrator.

Se.tion G of the bill modifies the last proviso in para-ziaph 5, part VIII, Vet-
erans Regulation No. 1 (a), with reference to tle adjustment and payment of
fees and charges to educational and training institutions. This amendment ap-
pears to be neces.sary in order to clarify what is meant by fair and reasonable
compensation fir education and training at certain institutions and tio afford a
moire definite yardstick in the matter (f authorizing the payment oif fee. by the
Administrator. especially in the case of State colleges and institutions. It is
considered that the provisions as drawn protect the GoN-ernment against ex-
cessive charges and als( permit a fair adjustment on behalf of educational in-
stitutions. It is provided that no amount in excess of the customary fee shall
be charged to the veteran under the provisions of section 15o)5, Public Law 346,
Seventy-eighth Congress. approved Juie 22, 1944.

Section 7 of tle bill is a formal provision relating to the effective date of the
bill if enacted into law.

It is estimated that section 3 of the bill which proposes to increns e the rates
of pensim. compensation, , r retirement pay foir veterans while pursuing train;

under the provisions of part VII, Veterans Regulation No. 1 (a). as amended,
woull cst for 1 y:r for the estimated number on the rolls Julie 30, 1945,
the sum of $2.252.000.

The Veterains' Administration recommends favorable consideration of the bill
with the amendments herein suggested.

Advice has be-n received from the Bureau of the Budget that there is no

objection to release of this report together with the accompanying correspond-
en'e.

Very truly yours, O3AR N. BRADLEY,

General, Unitcd Stats. Army, Administrator.

COMMIrTEE PRINT OF 8. 974. SEVENTY-NINTH CONuIRESS, WITH AMENQIMENT8

tFROPOSEI) BY N'IERANB' AiM INIS'rRATION WITH EXIST ING LA w

[Omit the part in black brackets and insert the part printed in italic]

S(FTION 1. Tlhat paragraph 1 of part VII of Veterans Regulation Numbered

1 (a), as amended, is hereby amended by striking the language following the

word "Prorided" and substituting therefor the following language:
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"1. Any person who served in the active military or naval srvice at any time
on or after September 14, 1940, and prior to the ternatintion of the present war,
who is honorably discharged therefrom, and who has a disability incurred In

or aggravated by such service for which pension Is payable under laws admin-
istered by the Veterans' Administration, or would be but for receipt of rt ire-
met pay, and is in need of vocational rehabilitation to overcome the handicap
of such disability, shall be entitled to such vocational rehabilitation as may be
prescribed by the Administrator of ,Veterans' Affairs to lit him for employment
consistent with the degree of disablement: Prarided, That no course of training
in excess of a period of four years shall be approved e.rcept with the apnoval of
th'c Administrator, nor shall any training under this part be afforded beyond
[six] s rctn years after the termination of the present War.

SEC. 2. Section 4 of Public Law Numbered 16, Seventy-eighth Congress, March
24. 1943, as amended by section 402 of Public Law Numbered 346, Seventy-eighth
Cmingress, June 22, 1944, is amended by striking the period at the end thereof,
substituting therefor a colon, and adding a new proviso to read as follows:

"SEc. 4. Any books, supplies, or equipment furnished a trainee o)r student under
part VII or part VIII of Veterans Regulation Numbered 1 (a) shall be deemed
released to him: Provided, That if he fail, because of fault on his part to com-
plete the course of training or education afforded thereunder, he may be required,
in the discretion of the Administrator, to return any or all of such books, supplies,
or equipment not actually expended or to repay the reasonable value thereof
: Provided further, 'That rcthUri'd books, suppli's, or equipinint may be turned
in to e(lucational or training institutions for c-rdit under such terms as may be
atpprored bhy the Admi-nistator, or disposed of in sunh other manner as may be
appro rcd by the Administrator."

SEc. 3. Paragraph 3 of part VII of Veterans Regulation Numbered 1 (a), as
amended, is hereby amended to read as follows:

"3. While pursuing training prescribed herein, and for two months after
his or her employability is determined, each veteran, if entitled to pension
[, in an amount less than the amount payable in accordance with the compen-
sation rates for total and temporary disability, including additional amounts for
wife, husband, child, or children and dependent parents, provided by section
202, World War Veterans Act, 1924, as amended (U. S. C., title .8, sec. 475),]
Compensation, or rctireiment pay in an, amount less th(ou the amount payab:i'
herein, shall be paid increased pension whicb. when added to the amount of
pension, compeimation, or ret irentent piy to which he is otherwise entitled,
will aggregate an amount equal to [sin'hl tht, following rates:

"(a) If he' has ni'ithrr wifc nor child, $105.
" b) If ic has a wife but no child, $115.
"(c) If he has a wife and one child. $125 (writh $7 for each additional

ch ild).
"(d) If he has no wife but one child, $115 (with $7 for each additional

ch ild).
"(c) If he has a mother or father, either or both dependent upon 1dim

for support, then, in addition. to the abore amounts, $15 for each parent
so dependent:

Provided, That th.c rates set out herein shall not be subject to the incrases
omithoriz.-d by Public Law Numbered J12, Sci'cnty-eighth Congivss, Hay 27,
19 44: Prorided further, That when the course of vocational rehabilitation fur-
nished to any person as herein provide( consists of training on the job by an
employer, such employer shall be required to submit monthly to the Admin-
istrator a statement [under oath] in writing shiwaing any wage. compensation,
or other income paid by him to such person during the month, directly or inli-
rectly, and based upon such [sworn] written statements, the Administrator is
authorized to redtie the pension of such person to an amount considered
equitable and just. but not below the amount of pension, compensation. or retire-
ment pay to which lie would be entitled for service-connected disability if not
following a course of vocational rehabilitation."

SEC. 4. Paragraphs 1, 2, G, and 7, part VIII, Veterans Regulation Numbered
1 (a), are hereby amended to read as follows:

"1. Any person who serve(] in-the active military or naval service on or after
September 16, 1940, and prior to the termination of the present war. and who shall
have been discharged or released therefrom under conditions other than dishon-
orable, [aand whose education or training was impeded, delayed, interrupted, or
interfered with by reason of his entrance into the service, or who desires a
refresher or retraining course,] and who either shall have served ninety days or
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more, exclusive of any period he was assigned for a course of education or training
under the Army specialized training program or the Navy college training pro-
gram, which course was a continuation of his civilian course and was pursued to
completion, or as a cadet or midshipman at one of the service academies, or shall
have been discharged or released from active service by reason of an actual
service-incurred injury or disability, shall be eligible for and entitled to Veceive
education or training under this part: Provided, That such course shall be ini-
tiated not later than two years after either the date of his discharge or the termi-
nation of the present war, whichever is the later: Provided further, That no such
education or training shall be afforded beyond seven years after the termination
of the present war [: And provided further, That any such person who was not
over 25 years of age at the time he entered the service shall be deemed to have
had his education or training impeded, delayed, interrupted, or interfered with]."

"2. Any such eligible person shall be entitled to education or training [, or a
refresher or retraining course,] at an approved educational or training institu-
tion, for a period of one year E(or the equivalent thereof in continuous part-time
study), or for such lesser time as may be required for the course of instruction
chosen by him. Upon satisfactory completion of such course of education or
training, according to the regularly prescribed standards and practices of the
institutions, except a refresher or retraining course, such person shall be entitled
to an additional period or periods of education or training, not to exceed] plus
the time such person was in the active service on or after September 16, 1940, and
before the termination of the war, exclusive of any period lie was assigned for a
course of education or training under the Army specialized training program or
the Navy college training program, which course was a continuation of his civilian
course and was pursued to completion, or as a cadet or midshipman at one of the
service academies, or for such lesser time as may be required for the course or
program of ediwation, or tr(tliing chosen by him., but in no event shall the total
period of education or training exceed four years: Provided, That his work con-
tinues to be satisfactory throughout the period, according to the regularly pre-
scribed standards and practices of the institution: Provided [, however] further,
That wherever the [additional] period of [instruction] eligibility ends during a
quarter or semester and after a major part of such quarter or semester has
expired, such period [of instruction] shall be extended to the termination of such
unexpired quarter or semester."

"6. While enrolled in and pursuing a course under this part, such person,
upon application to the Administrator, shall be paid a subsistence allowance of
$:50 per month, if without a dependent or dependents, or $75 per month, if he
has a dependent or dependents, including regular holidays and leave not exceed-
ing thirty days in a calendar year. Such person attending a course on a part-
time basis, and such person receiving compensation for productive labor per-
formed as part of their apprentice or other training on the job at institutions,
business or other establishments, shall be entitled to receive such lesser sums,
if any, as subsistence or dependency allowances, as may be determined by the
Administrator: Provided, That any such person eligible under this part, and
within the limitations thereof, may pursue such full-time or part-time course
or courses as he may elect, without subsistence allowance: And provided further,
That in no crf'nt shall subsistente alloweance be paid in an amount which in
addition to pension or retirement pay would exceed the amount payable under
part VII."

"7. Any such person eligible for the benefits of this part, who is also eligible
for the benefit of part VII, may elect which benefit he desires: Provided, That
[in the event of such election, subsistence allowance hereunder shall net exceed
the amount of additional pension payable for training under said part VII]
the total period of education, training, or vocational rehabilitation shall not
exceed the maximum period authorized under the part cle'ted."

SEC. 5. Paragraph 3, part VIII, Veterans Regulation Numbered 1 (a), is
amended to read as follows:

"3. (a) Such person shall be eligible for and entitled to such course of educa-
tion or training, full time or the equivalent thereof in part-time training, as he
may elect, and at any approved educational or training institution at which he
chooses to enroll, whether or not located in the State in which he resides, which
will accept or retain him as a student or trainee in any field or branch of
knowledge which such institution finds him qualified to undertake or pursue,
ezeept that a course in any institution not within the United States may be elected
only if the course and the institution are approved by the Administrator:
Provided, That for reasons satisfactory to the Administrator, he may change a
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.course of instruction: And provided further, That any such course of education
or training may be discntinued at any time, if it is fo)nd by the Administrator
that, according to the regularly prescribed standards and practices of the institu-
tion, the conduct or progress of such person is unsatisfactory.

"(b) Any suc'i eligible person may apply for a short in.tca.xirc, postgraduate,
,or vocational training course, of less than. 30 week8: Provided, That the Adin mis-
trator shall have the authority to contract with approved institutions for such
courses if he finds that the agreed cost of 8Uch courses is reasonable and fair:
Provided further, That the limitation of paragraph 5 shall not prerent the pay-
ment of such agreed rates, but there shall be charged against the veteran's
period of eligibility the proportion of an ordinary school year which the co8t
of the course bears to $500.

"(c) Any such eligible person may apply for a course of instruction by cor-
respondence without any maintenance allowance: Provided, That the Adminis-
trator shall hare authority to contract with approved institutions for such courses
if he finds that the a.rced cost of such courses is reasonable and fair: Provided
further, That the provisions of paragraph 5 shall not apply to corresponded
courses, that one-fourth of the ela-psed time in following such course shall be
charged against the veteran's period of eligibility, and that the total amount
payable for a correspondence course or courses for any veteran shall not e.rrced
$500: And provided further, That nothing herein shall be construed to preclude
the use of approved correspon(lence courses as a part of institutional or job
training, subiet to regulations prescribed by the Administrator."

SEC. 6. That paragraph 5, part VIII, Veterans Regulation Numbered 1 (a), be
:amended to read as follows:

"5. The Administrator shall pay to the educational or training institution, for
each person enrolled in full-time or part-time course of education or training,
the customary cost of tuition, and such laboratory, library, health, infirmary,
and other similar fees as are customarily charged. and may pay for books, sup-
plies, equipment, and other necessary expenses, exclusive of board, lodging, other
living expenses, and travel, as are generally required for the successful pursuit
;and completion of the course by other students in the institution: Provided. That
in no event shall such payments, with respect to any person, exceed $500 for an
,ordinary school year: Prorided further, That no payments shall be made to
institutions, business or other establishments, furnishing apprentice training on
the jub: And provided further, That [if any such institution has no established
tuition fee, or if its established tuition fee shall be found by the Administrator to
be] any in.stitution may apply to the Administrator for an adjiustment of fees
and the Administrator, if he finds that the customaryy charges are insufficient to
permit the institution to furnish education or training to eligible veterans, or
inadequate compensation [to such institution for furnishing such education or
training, he is authorized to] therefor, miay provide by agreement for the payment
[, with respect to ahny such person,] of such fair and reasonable compensation
as will not exceed the actual cost of teaching personnel and supplies for instruc-
tion, and not exceeding $500 for an ordinary school year, inclusive of all charges
and supplies; and may in like manner readjust such payments from tin(e to time
in consideration of increased or decreased enrollment and available contributions
to meet such costs, whether from public or private funds. No amount in. excess
,of the customary fees shall be charged to the veteran under the provisions of
.section 1505, Public Law Numbered 346, Seventy-eighth Congress, June 22, 194 ."
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AMENDMENTS' TO THE SERVICEMEN'S READJUSTMENT
ACT OF 1944

TUESDAY, OCTOBER 9, 1945

UNITED STATES SENATE,

SUBCOMMITrEE ON VETERANS' LEGISLATION

OF THE C0_"iMMirrEE (iN FINANCE,
Vashirton, 1. C.

The subcommittee met at 10 a. m., pursuant to adjournment, in
room 312, Senate Office Building, Senator Edwin C. Jolnson (chair-
man of the subcommittee) presiding.

Present: Senators Johnson (chairman of the subcommittee), George
(chairman of the full committee), Walsh, Connally, Gerry, Guffey,
Radcliffe, Lucas, La Follette, Vandenberg, Taft, Butler, Millikin,
Brewster, and Hawkes.

Senator JOHNSON. The subcommittee hearing will come to order.
We will be glad to have as many members of the whole committee

remain as may find its convenient to do so, as this is a very important
matter.

This morning we are going to hear from Mr. Collins, of the Vet-
erans" Administration. He is going to talk about the financial aspects
of the bill, the loan provisions, and that is a matter that I know the
whole committee will be tremendously interested in knowing about.

So, Mr. Collins, if you will come lip, please.

STATEMENT OF MAURICE COLLINS, DIRECTOR, FINANCE SERVICE,
VETERANS' ADMINISTRATION, ACCOMPANIED BY EDWARD E.
ODOM, SOLICITOR, AND FRANCIS X. PAVESICH, CHIEF, LOAN
GUARANTY DIVISION, VETERANS' ADMINISTRATION

Mr. ODO(M. Mr. Chairman, would it be permissible to bring up two
minor points that were not covered yesterday?

Senator JoHNsoN. Yes; certainly.
Mr. ODOf. Yesterday you had before you House bill 3627, which

is a reprint of S. 974, with Veterans' Administration amendments.
There is one thing that we should bring to your attention on the first
page of that bill, beginning in line 7, reading as follows:

That no course of training in excess of a period of four years shall be approved
except with the approval of the Administrator * * *.

That amendment has been requested by a number of labor organi-
zations and others, because there are a number-and by that, I mean

'H. R. 3749. S. 742, S. 866 K. 487, S. 781, S. 826, S. 850, S. 974, S. 1031, S. 1324,
a. 738, S. 795, S. 1202, S. 291, 9. 1176.
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a considerable nimber--of apprenticeship courses which are more
than 4 years in length; and, of course, some professional courses are
more than 4 years in length. The question will be whether the Con-
gress will want to give that authority to the Administrator, to ap-
prove these courses.

Senator JoHNsso-. Where does that language appear?
Mr. ODo_1. Page 1. line 7. The added language is, "except with

the approval of the Administrator."
Senator LUCAS. What is the number of that bill?
Mr. ODoM.. H. R. 3627.
Senator Luc.ks. I don't seem to have a copy of that bill before me.
Mr. ODoMf. May I pass you one?
Senator Joi'NsoN. Mr. Odom, to clear up one point in regard to this

bill, does H. R. 3627, as it is before us, now represent the recommenda-
tions of the Veterans' Bureau?

Mr. ODof. It does; absolutely. Every recommendation we have
made with respect to amendments to the educational provisions of
Public 16 and Public 346 are contained in H. R. 3627, which you have
before you.

Senator JoHNSoN. That is fine. I am glad to know that.
Mr. ODOM. Senator Johnson, we also are preparing a committee

print of that, so that when the committee decides to take it up, you will
have a print of the present law with the amendments shown, so you
can readily see what they are. We will have both of them for you
when you take them up.

Senator JOHNSON. That will be appreciated.
Mr. ODOAL Are there any questions on that whole thing?
There is one other thing I want to bring to your attention before

we take up the loan provisions.
Senator JoHNsoN. Go ahead.
Mr. ODOM. We have no recommendation on this, but we have been

requested to bring it to your attention.
If you will recall the present Readjustment Act, section 1503, which

you will find on page 19 of the printed act, says:
A discharge or release from active service under conditions other than dis-

honorable, shall be a prerequisite to entitlement to veterans' benefits provided by
this act, or Public Law Numbered 2, Seventy-third Congress, as amended.

Likewise, coming now to the point at issue, on page 5, title II, the
same language is used, and it is used also in title III. Those terms
mean that a man must be separated from active service. It is done
by discharge, and it is done by his being ordered to inactive duty, or
by way of retirement.

Now, there are a number of officers; in fact, the greater majority
of the officers today are being not released immediately but are being
put on terminal leave. An officer, or enlisted man, so far as that is
concerned, any service person who is on terminal leave, is still in
active service. So these officers or service persons who are now on
terminal leave cannot take advantage of the educational provisions of
the act or of the loan provisions. They are not finally discharged or
separated from the service. They get full pay and are entitled to all
benefits. If anything should happen to them, it would be considered
service connected.
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The question has come up: Would the Congress want to provide, by
special amendment to any of these bills pending, that notwithstand-
ing the fact that they were on terminal reave they would be entitled
to the loan provisions or educational provisions?

The CHAIRMAN. Are they on terminal leave for a specified period?
Mr. ODOM. Yes.
Senator JOHNSON. What do you recommend?
Mr. ODof. We have made no recommendations.
The CHAIRMAN. They are still drawing pay?
Mr. ODOM. Yes, sir; and have all of the benefits.
Senator BRiwsT. What objection would there be to that sugges-

tion ?
Mr. ODOM. I can see no objection to it.
There is another problem as to medical officers coming back to work

for us. They know how desperately we need help. Some come and
work for nothing while drawing terminal-leave pay.

The Senate passed a bill, S. 1036, about 10 days ago, I think, which
will take care of that situation, permitting them to draw their regular
pay while they are also in receipt of terminal-leave pay.

Senator BPWSTER. You mean they get two pays?
Mr. ODOM. Yes, sir.
The CHAIRMAN. Until they get a job, they get two pays?
Mr. ODOM. When they get a job. That will take care of the people

that want to come back, and we need them. We have 600 doctors that
will be given terminal leave in the next 6 months, and we can't spare
600 doctors.

Senator BREWSTER. He is not permitted to take outside employment?
Mr. ODOM. That is correct.
Senator MILLIuIN. What is the theory of the terminal leave?
Mr. ODO_.%. It is leave they didn't use.
Senator MLLLIKIN. Can they be called back into service?
Mr. ODOM. It could be done, but I suppose under the present con-

ditions will not be.
Senator MILLIKIN. Does the military suggest that the terminal leave

does have that recapture possibility?
Mr. ODOM. There is no question it does have.
The CHAIMAN. He is still on duty?
Senator BREwSTER. Would there be any objection to a lump sum

instead of terminal leave?
Mr. ODOM. We recommend that, sir. In other words, what we

recommend-when I say "we" I mean the Veterans' Administration.
The Army and the Navy has had a joint board working on this for
some months, and I understand their report will be available soon-
I am informed that I was incorrect in saying they cannot take a job
on the outside. They are permitted to.

Senator BREWSTER. While on leave?
Mr. ODO31. Yes.
Senator Luc. s. That applies only to officers?
Mr. ODOM. At the present time, I am informed that only officers

get terminal leave. There is a bill pending to grant it to all.
Senator BUTLER. Is the terminal leave supposed to be of a tempo-

rary nature?
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Mr. Ot)o-.t. Yes. It amounts to whatever leave they did not take
while in the service. The Congress provided that, any civil employee
going into the armed forces could draw what leave he had not used
up. could draw that pail in a lump sum.

Senator Lu('.xs. Does this terminal leave come about through legis-
lation, or is that a rule of the War Department ?

Mr. Orort. I think it is by regulatory procedure in the Army.
Senator Luc.xs. Wlhv shouldn't the noncommissioned officer have

terminal leave if an officer is entitled to it?
Mr. ODor. I don't know. I understand they do not make any

record of the leave taken by enlisted personnel during the war.
Senator LUc.As. It seems to me to be a rank discrimination.
Senator MILLIKIN. Do you know of any military objection to do.

ing away with this terminal leave, and making an adjustment on a
lump-sum basis?

Mr. ODoMI. Senator Millikin; I can only say this. As I said, this
joint board has been workingon the question, and I am informed
they are not reporting favorably on the pending bills to do that be-
cause it would extend it to all the enlisted men, and that would cost,
they say, from two to three billion dollars, but an amendment is com-
ing forward with respect to the lump-sum payment.

I am not privileged to tell you what that will be. It doesn't come
within my jurisdiction.Senator LucAs. I am interested in the GI.

The CHAIRMAN. The only question here is whether the GI, or any
man in the armed forces who comes under the GI bill is entitled to
benefits.

Mr. ODOM. Yes, sir.
The CHAIRMAN. Whether he shall take those benefits immediately,

if he is on terminal leave, or whether he has to wait until that period
is out before he can start. That is the only issue we have.

Mr. ODo.Mt. Yes, sir.
Senator JOhN.-s ON-. I think we understand the issue.
Mr. ODo-Nf. If you like, I would be glad to get further information on

the other bill. But the thing that is pressing is as to whether these
officers may take immediate advantage of the educational or loan pro-
visions. Some of them having gone on terminal leave, have gone back
to their (ld jobs.

I recall a professor who went back to the faculty and wanted to get
a house. He wanted! a loan guaranty for that purpose, and we couldn't
issue it to him.

Mr. Chairman, if there is no more on that, Mi. Collins is prepared
to take up the loan provisions. We have copied the present title III
verbatim with a coinmittee print of the amendments and if the secretary
will im~S those around, I am sure you will find that more convenient
than trying to follow the discussion in the printed bill.

We also have copies of the written statement which may be passed
around.

Mr. Chairman, Mr. Collins is the Assistant Administrator in charge
of finance, and tinder his jurisdictioti falls the loan guaranty provisions.
And I would like to introduce to the chairman and to the committee,
Mr. Pavesich who is the head of the Loan Guaranty Division.

Senator JOHNSON. Go right ahead, Mr. Collins.
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Mr. COLLINS. Mr. Clairm:in and gentlemen : The lo:,in guaranty pro-
gram under title III of the Servicemen's Readjustment Act of 1944 has
been in operation for about a year. During that tiimie it has been dem-
onstrated that a number of fh'aitges are desirable for the attainment of
the basic purposes for which the act was originally designed and for
the facilitation of administ rati ve processes. The recommendat ions and
suggestions which we are offering to the committee are based largely
upon the experience of the staff engaged on loan-guaranty work at our
various field offices and upon studies of proposals emanating from
various sources. The language we are suggesting for the accomplish-
ment of proposed statutory changes was in some instances taken from
bills now pending before the Congress. These changes are premised
upon the retention of the framework of the present act, including the
features that admit of supervision and control by the Government.

In this presentation, the comment follows the order of the sections
of the act.

SECTION 500 (A)

Duration of program: The term within which guaranties can be ex-
tended to eligible veterans should be lengthened. Considering the
youth of many discharged veterans in- comparison to the time of life in
which individuals usually find it desiral)le to acquire the types of prop-
erty specified in this act, an extension of the term up to 10 years after
the termination of the war is not considered overlong. This may be
done by inserting the word "ten" in the place of the words "two" and
"five" as they appear in the present context, or by simply stating. in
lieu of the present language-

Any such veteran may apply within 10 years after the termination of the
-war * * *

Such extension of the period during which guaranties are available
should operate to lessen the inflationary tendencies of the program,
will spread over a longer period the impetus the program will give
to the economy of the Nation, and will lessen competition among vet-
erans for scarce equipment or materials.

Mr. ODOM. If you look at the other copy you will see how that is
put in.

Senator VANDENBERG. What does "termination of the war" mean?
Senator LucAs. I was just going to ask that.
Senator VANDENBERG. Is that the official termination?
Mr. ODOM. As provided in this act it is as proclaimed by the Presi-

dent, or declared by ioint resolution of the Congress.
Senator WALSH. Ii'or your information, and for the information of

the committee, the Committee on Naval Affairs, in order to encour-
age reenlistments in the Navy, has made provision that a man may
reinlist at the termination of his present enlistment, and have all the
advantages of the GI bill of rights.

Mr. ODOM. The 10 years would cover him then too.
Senator WALSH. Yes.

SECTION 500 (B)

Mr. COLLINS. Payment of interest for the first year on the guaran-
teed portion of a loan: The administrative involvements and the bur-
den on lenders entailed in payment of interest for the first year under
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the resent provisions are so great that it would be preferable to have
the fist sentence of section 500 (b) changed to read:

An amount equivalent to 4 percent of the amount originally guaranteed shall
be paid to the lender by the Administrator out of available appropriations for
credit upon the loan at the time the loan is closed.

Senator LUCAS. Will you explain further, as to what that does?
Mr. CoLixs. Here are some of the vouchers, the interest vouchers.

We can explain it better by a reference to those vouchers.
The CHAMMAN. That is intended to take care of the payment of the

first year's interest on the loan?
Mr. CoLmiNs. Yes, sir.
The involvements will be illustrated by an examination of the in-

terest voucher (1865) approved by the Comptroller General on August
21. 1945.

A reading of the instructions on the reverse side shows that the
computations will be based on the balance outstanding from time to
time during the year. or up to an earlier date on which the loan may
have been paid in full or the borrower may have transferred title to
the property.

Payment is to be claimed, made, and credited in full in accordance
with the terms of the obligation on which it accrues. In the absence
of any express agreement such part of the first year's interest on the
guaranteed portion of the loan as has not been paid by the borrower
should be claimed by the holder and such part as has been paid by the
borrower should be shown as payable to him.

I think the part of the instructions that I have referred to above,
will show that what should be a relatively simple process, and what
we had expected to be a relatively simple process, paying 4-percent
interest on the first year, has become involved because of amortization
of the loan. We would pay only on the principal outstanding, mak-
ing the calculations for the reduction during the first year. If we
pay at the time the loan is closed, we would pay 4 percent on the
amount we guarantee, and that amount would be applied on the loan
by. the lender.

Senator MILLIKIN. What is the difference in cost to the Govern-
ment ?

Mr. COLLINS. The difference in cost is represented by the interest on
the reductions made by reason of the partial payment by the veteran.
So that the veteran who defers making a payment under our present
plan is in a much better position, he gets more interest than the man
who makes no arrangement to reduce the loan during the year.

I haven't the figure stating the exact amount.
Mr. ODoI. Wouldn't that be overcome by the administrative saving?
Mr. COLLINS. Yes; it would be overcome to a large extent by that.
Senator LuCAs. How does that section read at the present time?
Mr. C(ILuNS. "Interest for the first year on that part of the loan

guaranteed by the Administrator. shall be paid by the Administrator
out of the available appropriations."

So we are not paying it until the end of the year, or until the loan
is paid off if it is pai off prior to the end of the year.

Senator LuCAS. You are certain that an amendment would clear
up the administrative difficulty that you have encountered?

Mr. COLLINS We have every reason to believe so, Senator.
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SECTION 500 (C)

Maturity of loans: It is generally recognized that farm-loan ma-
turities should extend over a period of more than 10 years. If the
financing of farm loans to veterans is to be effectively aided by the
guaranties provided in the Servicemen's Readjustment Act, it might
be well to consider extending the maturity on loans for the purchase
of farm realty to 3(0 or 35 years. This change could be effected by
adding after the second proviso of this subsection the words:
or in the case of loans or farm realty, in not more than - years.

Senator LucAs. What are the terms of the Jones-Bankhead Farm
Loan Act?

Mr. ODOM. 40 years.
Mr. COLLINS. 40 years.
Senator LucxAs. Two-thirds of them will die before they get that

thing paid up.
Mr. COLLINS. Removal of restrictions as to national banks and

others
Senator LUCAS. Your recommendation is that it be changed to 30

years?
Mr. COLLINS. 30 or 35, whichever the committee desires.
Senator JoiNsN. What would you say, about 40 years, to make it

conform to the Jones-Bankhead Act?
Mr. COLLINS. That would be acceptable.
The CHAIRAEN. Did you give consideration to the effect on the

ability of the veteran to make a loan of that length of time through
private lending institutions at 4 percent?

Many banking institutions might be willing to make shorter loans,
and might not be willing to make a loan for long, 30 or 40 years.

Mr. COLLINS. Of course, this would not require the loans to be for
the maximum period. This would merely be permissive and extend
the period that could be covered by the loan. At the present time
they are limited to 20 years. The lender and the borrower could
arrange that term between themselves. But in those other cases, where
they wish to, they could go to 30 or 40 years.

The CHAIRMAN. It is merely permissive.
Mr. COLLINS. It is merely permissive; yes, sir.
Senator LuCAS. It is not more than that?
Mr. COLLINS. That is right.
The ("HI\MnAN. Many lending institutions couldn't make the 20-

year loan, but had to get special permission or make amendments to
their charters. That has been one of the difficulties already.

Mr. ODO-M. Pretty generally the States have amended their statutes
to take care of that.

The CHAIRMAN. I know. If it is permissive, I can see no objection
to that, and from the standpoint of the borrower, the veteran, of
course, it would obviously be advantageous because it would reduce
his annual payments, cut them down.

Mr. COLLINS. Removal of restrictions as to national banks and
others: Many institutions are so restricted tinder existing laws that
their participation in extending credit to veterans under a guaranty
has been impeded or barred. For example, national banks may not
make real-estate loans for a term of more than 10 years. Such restric-
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tions as to institutions under Federal jurisdiction will be removed as
to guaranteed loans to veterans by adding at the end of the present
subsection 500 (c) the following:

Any loan at least twenty per centum of which is guaranteed by the Adminis-
trator under this title may be made by any national bank, or Federal savings and
loan association, or by any bank, trust company, or insurance company organized
or authorized to do business in the District of Columbia, without regard to the
limitations and restrictions of any other statute or regulations with respect to
the ratio of such loan to the appraised value of the property or with respect to
the maturity of such loan.

It will be noted that the above context is along the lines of a provi-
sion contained in Senate bill 795 which was introduced by Senator
Johnson and referred to the Committee on Finance in March of this
year.

The CHAIRMAN. Let me ask, did the Federal Reserve Board sit in
with you on the formation of this particular amendment?

Mr. ODOM. Mr. Chairman. I think the answer to your question is
"No." However, a great many people did sit in with us on bills, includ-
ing the one which was referred to here, introduced by the chairman.
Also, H. R. 2789, introduced by the chairman of the World War
Veterans Committee in the House. And H. R. 2877.

I do not recall that a companion bill to H. R. 2877 has been intro-
duced, but if it has been, it unquestionably has been referred to the
Committee on the District of Columbia.

There is a Budget clearance on these bills.
Senator VANDENBRG. Clearance from whom?
Mr. ODOM. The Bureau of the Budget.
Senator VANDENBERG. This is a change in the fundamental law.
Mr. ODOM. This is putting the two together. The difficulty is that

the Federal banks cannot, except an FHA insured loan, lend on an
amortized basis for more than 10 years. So the national banks today
cannot take advantage of any GI loan which runs for more than
10 years. The States have quite generally, I think 42 of them, passed
this year and last year legislation which permits different lending
institutions, State bank sometimes, sometimes building and loan as-
sociations, sometimes insurance companies, in some instance all of
them, to lend under the provisions of title III of the Servicemen's
Readjustment Act, exactly the same as they provided some years ago
with respect to such institutions making loans subject to the provi-
sions of the act pertaining to the Federal Housing Administration.

Senator MILLIKIN. Under the language proposed, you would have
relief against restrictions on the term of the loan, and also relief
against restrictions on the ratio of the loan.

Mr. ODOM. The effect of this would be to permit them, whereas now
some of them have a limitation of 662 percent of the value of the
property, this would restrict them to 80 percent as a maximum of the
reasonable, normal value of the property. At least 20 percent have
been guaranteed by the Veterans' Administration. The theory is that
the part guaranteed is not a risk to the lender. So they would risk
actually only the unguaranteed portion of the loan.

Senator Luc.xs. It might be 80 percent or anything under that?
Mr. ODOM. Yes. Mind you, we are recommending here that you

retain the "reasonable, normal, value" as the top limit of the loan..
We will come to that a little bit later.
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The CHAIRMAN. The question I raise is that you are affecting the
fundamental, organic, banking act, and Federal Reserve System, and
some other people mightn't think that is right.

Mr. ODOM. That is correct. Possibly those features ought to be
handled by the other committees to which they would ordinarily go.
Senator VANDENBERG. At least we ought to have the opinion of the

Comptroller of the Currency.
The CHAIRMAN. Yes; if you didn't have them sit in with you.
Mr. ODOM. All of them did not.
The CHAIRMAN. We will have to have them come up here and ask

them about it.
Mr. ODOM. Yes.
Senator LUCAS. Is the District of Columbia the only one that is

affected by this?
Mr. ODOM. No, sir. This would affect national banks throughout

the country.
Senator LucAs. I am thinking about everybody chartered here in

the District of Columbia. That is what you state here. Is there
anything authorized to do business outside of the District of Colum-
bia?

Mr ODOM. No, sir; that wouldn't affect that. This would affect na-
tional banks no matter where located. It would affect all lending
agencies named who are located in or do business in the District of
Columbia.

The CHAIRMAN. The object of the amendment is to make available
to the GI the national banks.

Mr. ODOM. And all lending agencies in the District of Columbia?
The CHAR1I AN. Yes; which are the same as State banks in the

States.
Mr. ODOM. Yes.
The CHAIRMAN. That is handled by the Congress.
Mr. ODOM. That is right.
Senator MLLIKIN. Have the banks evidenced a desire for this

amendment?
Mr. ODoM. Yes, sir; they have. The American Bankers' Associa-

tion is represented here and they can speak for themselves. They
might not want to go to 80 percent.

Senator LUCAS. What would be the objection on the part of the
national banks in going to 25 years?

Mr. ODoM. I don't know of any objection on that, Senator Lucas.
As I say, they are represented so they can answer that question.
Senator JOHNSON. Go ahead, Mr. Collins.
Mr. COLLINS. Section 501 (a) (3).
Much criticism has been directed at the feature of the present act

which limits the purchase price of properties to be bought through a
guaranteed loan to the "reasonable normal value" of such property.
it is contended by many that the veteran should be permitted to pay
more than the appraised value if he chooses, and that the prescribed
limit should govern only the amount of the loan. This suggestion
can be met if Congress so desires, by changing section 501 (a) (3)
to read:
That the amount of a loan covering all or part of the purchase price paid or to
be paid by the veteran for such property does not exceed the reasonable normal
value thereof as determined by proper appraisal, and that the amount of a loan
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for construction, repairs, alterations, or improvements does not exceed the amount
so appraised to be the reasonable cost thereof: Provided. That no loan shall be
guaranteed under the provisions of this so.tion where the veteran is to pay in
cash or otherwise, an amount in exess o)f 10 per centuin (f the reasonable normal
value of the property being acquired. or of the reasonable cost of improvements,
or where such excess has not been fully paid and discharged prior to the closing
of the loan.

The purchase-price limit has been retained in the above context
so as to hold down the purcha-e price or cost to not more than 10
percent above the appraised value. This will afford the veteran addi-
tional facilities in the acquisition of property without too great a risk
and at the same time will minimize the inflationary consequences of
the change.

The 10-percent clause is merely suggestive and may. of course,
be adjusted to any percentage the committee deems proper. The
last clause requiring the excess alhove the appraisal to l)e paid in cash
or its equivalent is designed to eliminate the evil of second mortgages
or other obligations which are apt to overburden the v-eteran and
result in the foreclosure of his property or the failure of his business.

If this suggestion is adopted equivalent changes should be made
in section 502 (4) and section 5,03 (4).

Senator MILLIKIx. Who establishes the reasonable and normal
value?

Mr. OD031. We do.
Seiiator \IILLIKIN. Have you et up a criterion for that?
Mr. COLINS. It is et up by proper appraisal.
Senator MILLIKI.'. Ba,-ed on what \ear? Based on what criteria?
Mr. (LLINS. WYe : ay ]lert in the regulations. whlch are qutite

lengthy on this point ol "reasonable normal valiie," in ection ;6100
(k) (1):

Rlas(inalle normal value is thp prive the pri erty wul(1 ordinarily bring
or t1e tlralisacfion wE)ul(l ,irdi-iarily .(,,5t ill :a mi -act hetw, en a willing and
well-infornweI buyer an(1 a willing :ind well-i iirnml si.ller. , ith acting free
from necessity and under circunhsins.ces not affected by c'unlinoii' oir (,wher
conditions of an impermanent iiaracter.

Senator MIiiLiKIx. Did you say of an impermanent character?
Mr. (OLLINS. Iniperiiianent character.
The purpose :ind intent of (1)-

that is what I have just read-
Is to assure that the prict- to he paid represents a fair and reasonably permanent
value in the real property to be acquired.

(2) To give soi far :is real e-s-i te is concerned, the la.is foir a fair but not
ilulrvasi )nalle rk on the part of the Goveriuwivnt wl n eXu t lug its guar:intee.

(3) To assure that the appraisal shall be founded upon true and rea-4,nably
permanent values.

Then we go on to say how that valuation w(old be justified.
Senator MILL11.\N. In practi,-,, do v'o, go back to prewar values?
Mr. ('oru s. We are really dependent il)pon the opinion of the

particular appraiser w io is selected frim an approved list of ap-
praisers. I think the question you are asking, Senator, may be
answered here:

Reasonable normal value is not necessarily the fair market value nor fair
market value in the usual legal sense of those ternis, nor is it necessarily the
same :s value for mortgage purposes.
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Senator VANDENBERG. When you get all through it says you use your
common sense.

Mr. COLLINS. That is about the size of it.
Senator VANDENBERG. You would save quite a bit of paper if you

would say just that.
Senator LUCAs. Mr. Chairman, may I ask a question?
I would like to have you, Mr. Collins, give me an actual example

of how section 501 (a) (3) operates in its present form.
Mr. COLLINS. Might I turn that question over to the specialist in

that line, Mr. Pave .ich?
Senator Luc.xs. All right..
Mr. CoiLINs. It is-
Senator Luc.ks. I don't want to make it too long, but please follow

with an example of how it would operate under the proposed amend-
ment.

Mr. PAY cswii. The usual case we are having, Senator, is the pur-
chase price of the property-let us say it is $7,000. The appraiser
comes in and says $1N.200 of value. That prevents us closing that par-
ticular loan until the loan-guaranty officer in that particular area,
after examination, oftentimes of the property itself, feels justified in
making the final determination as to value.

If he is agreed that the property is worth $6,200 hie then rejects
that loan.

Now, if you had a limitation, where a certain percentage is allowed,
for instance in this case, it would be 10 percent, or $(,20 could be added,
and that would bring it up to $t;,s20. Now, that, difference there
between S7.000 might bring about a renegotiate ion, which we have done
in aproximately a thousand cases with an average saving of over $300
to the veteran, or it might be just tWe difference that the loan-guar-
ante officer was willingr to go as to his idea of value on this property.

B ut we do, want that cleared up because many -veteraiis are saying,
"I know this property. It is high, but I have no place else to live. I
have saved up $3,0001--r it may be $. 5,oI0, whatever the smi is -and
he says, "Why can't I buy this thing? It is my money. I think it is
high. but I want to buy it."

We have triel to extend as far as we can the determination of
those values to get the veteran in that )lace but oftentimes we are
confronted with the fact that yvou cannot. justify the value and the
act ties us down to the value, the value must tie in with the purchase
price. If we could tie it in to, the loan, we would have much more

cewav than we have today, when you caitnot buy things at reasonable
normal value.

S i atoi (X JNN.\ILY. Yi 'aid if he saved $3,000. Would not that
margin it W,,ulli't that take care of the langer of a risk?

Mr. Iv E-IcH. Yes: if it is tied ito the loan, he mighlt pay slightly
more.

Senator CONNALLY. You mean under the law now, even if he should
pay $2.000

Mr. P.%vIsmcH. No ; he can't do that under the law now, because it is
tied in to the purchase price.

Senator Co-N-,,.Ly. T hat is what I am trying to get at.
Mr. ODOM. He could pay the $2,000 and get a loan guaranteed for

the balance?
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Senator CONNALLY. That is what I am talking about.
Mr. ODom. No; I am wrong. The present law says that the pur-

chase price shall not exceed the reasonable normal value.
Now, the other aspect of that is, of course, if these guaranteed

loans are to have a market, they, they must be confined to proper ap-
praisals. You can't have marketable loans that are not on sound
economic principles.

Senator CONNALLY. You mean under the present law there is no dif-
ference between a man with $500 in his pocket and one with $2,000,
you have to treat them both the same?

Mr. ODOM. Absolutely.
Senator MILLIKIN. It is unreasonable to take the view that this

is to inflate the price of property to a soldier 10 percent and when
that is reached you will have to inflate it another 10 percent?

Mr. PAVESICH. I think that is certainly the thing that will have to
be considered very carefully.

Mr. ODOM. That is right.
Mr. PAVESICH. On the other hand, I think you will find a great

many people who do not think we may not have a correction of this
situation for 2 or 3 years, and it is possible that the Congress, if they
desire, could give some percentage limitation and change it a year later
as things become normal.

Senator CONNALLY. You have got to draw it carefully because there
is an army of these real-estate promoters waiting to grab the veteran.

Senator MILLIKIN. It seems to me, Mr. Chairman, that it defeats
itself. When you are given permission for the 10-percent inflation,
you will reach it quickly, you will reach that overnight, and then you
will have to give another 10 percent.

Mr. ODOM. I think a partial answer to that Senator, is that we have
reached that situation now. You can't buy any property anywhere
today, practically, for reasonable normal values, and that is why there
have been very few farm loans made, and-what percentage of the
home loans have been refused?

Mr. PANTSICH. About 14 percent.
Senator MILLIKIN. What is the answer?
Mr. PAVESICH. Fourteen percent.
Mr. ODOM. On new construction, of course, it is difficult to apply

reasonable normal values, that is, to a house that is being built, but
with labor prices, and material prices as they are today, I am informed
that no house can be built to be sold for what might be termed the
reasonable normal value.

Senator CONN.LLY. I think that is true.
Senator LucAs. It is going to be difficult to operate under this act,

then, isn't it?
Mr. ODOM. Under the present act they just don't get any place to

live. Any change in formula is going to bring about administrative
difficulty.

Of course, that is what administrative agencies are for.
Senator LuCAS. If we make a change as suggested by the Veterans'

Administration, does it become mandatory on the Veterans' Admin-
Lstration to treat every veteran alike on this 10 percent?

Mr. ODOM. I would say it would be mandatory to treat them all alike
as we have to now.
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Senator LA FOLLETTE. You say that they cannot buy anything?
Mr. ODrm. Yes.
Senator LA FCLLETTrE. I understood it to be stated that only 14 per-

cent of the loans had been rejected on this basis.
Mr. ODOM. I shouldperhaps be corrected to that extent, Senator,

but it is getting more difficult right along.
Of course, you understand that the ceiling prices have had an effect

on this too. I don't know whether those ceiling prices are going to
be removed.

I was going to say in answer to Senator Lucas' question there is one
other provision in the act which would have an effect on that admin-
istratively, and that is the provision that it must be a practical propo-
sition. The loan must be a practical one.

The CHAIRMAN. Does that apply to other than business loans?
Mr. ODOM. It applies to all of them.
Senator LucAs. That would leave you discretion.
Mr. ODOM. It also must be within the reasonable expectation of the

abilities of the veteran to pay out.
Senator LUCAS. You havegot a lot of discretion, then?
Mr. ODOM. There is considerable but that is difficult to administer.
Senator LUCAS. Of course.
Mr. PVESIlCI. May I say to Senator La Follete, in regard to the 14

percent, those were the ones we rejected. At the present time the lend-
ers are rejecting before they get to us, and we have no idea what it is,
but we know it is very large. That is where the turn-downs are oc-
curring.

Senator LA FOLLETTE. So that the 14 percent doesn't actually repre-
sent what is happening in the operation?

Mr. PAVESICI. No, sir it does not.
Senator LA FOLLETE. You have no way of knowing, of course, how

many the lenders have turned down?
Mr. PAVESiCH. We have no way of tabulating it. We do know from

talking with them that they are telling these veterans there is no use
of going in on this deal because you couldn't justify a value on this
purchase.

Senator VANDENBERG. As to your turn-downs, your 14 percent
would you say, generally, that they were eligible loans on the basis of
a reasonable consideration?

Mr. PAVESICI. I would say all of these loans would have gone
through, probably, with this leeway, or close to this leeway.

Senator LuCAS. Won't this have a tendency to inflate the situation
to the end that you find yourself in a short while where you are now?

Mr. PAVESICH. That is true in a sense, but now you are beginning
to pick up on building, and, of course, new construction will have a
tendency to fill up the needs, and as to old structures, I think there
is a tendency for those to shade off now.

As quick as building piks up you will begin to get back to a
normal condition of supply and demand.

Senator LITC.kS. When is that going to be?
Mr. ODOM. Well, we would all like to know that.
Senator CONNALLY. A lot of these boys, if you don't prevent it, are

going to be exploited.
Mr. ODOM. I don't believe anybody would be exploited very much

under the 10 percent.
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Senator CNNLL. They are going to be exploited if they can be.
There are tho,,e th :t are watching with a deed in one hand and a
mortgage in the other.

Seiiattr LuAS. Your contention is that there are certain indi-
vidual., who want to biuy certain pieces of )roperty, for a sentimental
reason or otherwise, and they want to buy that property more than
they want property 1) or 20 b)locks away?

Mr. P.xvi,-sii. It is largely necessity, Senator. There is not much
sentiment. They want some place to live.

Mr. ()cNt. I remember one case. I think Mr. Pavesich remembers.
it. It happened this property was located near where I used to live,
and I know the property very well. This veteran was living in some
defe sie property. He was not paying a very high rent in that de-
fense property, naturally. But he saix "1 (1,'t want to bring up my
family in this community. I want to be in Washington Park, and this
home over in the Washington Park area is just exactly the type of
community and is the type of home I want my family to live in."

The schools, the churches, everything there was what he wanted.
The difference there was the difference between an appraised valua-

tion. as I recall it of $7,900 to $8,000, and a price of $8,700. He said,
"I am willing to take that property. I have got the money to pay for
it." But the act says the purchase price cannot exceed the reasonable.
normal value.

Senator VANDENBERG. Doesn't the reasonable normal value fluctuated
with the times?

Mr. (ohw M. I would say yes.
The CHAIRMAN. What did the House bill do with this language?
Mr. ODOM. The House bill would leave that, and that is the objection

we have to it. to whatever the price the builder or the lender and the.
purchaser may agree upon.

Senator Luc.As. Is that the term that is generally used ?
Mr. ODOM. I should use the term "lender" and "purchaser should

agree upon."
Mr. PAVESICH. A reasonable value, or market value, I think would

be easier to explain.
Senator Lu.s. We always talked about fair cash market values in

our section of the country.
Alr'. COLLINS. It. was the word "normal" that gave the trouble.
Senator JOH1-SON. Mr. Collins, you may go ahead if there are no

other questions.
Senator LuCAS. Mr. Chairman. may I make one suggestion before

Mr. Collins leaves? It may not occur to me later. It seems to me that
Mr. Collins has presented this in a way that we can really understand
it, and I would suggest that other witnesses follow this same procedure.
I think it would be very helpful.

Senator JOHNSoN. Ve agree with Senator Lucas that the presenta-
tion this morning is a great improvement over what we have had.

Go ahead, Mr. Collins.
Mr. COLLINS. Section 501 (b).
Delinquent indebtedness: Other than that it applies only to indebted-

ness on a veteran's home, there has been conflict of opinion as to what
Congress intended by the provision for "delinquent indebtedness" in
section 501 (b) of the act. It may have been intended to supplement
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the Soldiers and Sailors Civil Relief Act of 1940 which provide., mora-
toriums on indebtedness but which left unsolved the qii,.tion of how
the veteran would liquidate any backlog upon his return to (-ivilial life.
If that was the purpose it sboIlld be extended as vell to farms awi(l bilsi-
ness properties, and should coNver not only indebtedness be,_oining delin-
quent during the period of service but that becoming delinlluent within
a limited period after his discharge. The following context is worded
to cover this point, and limits the after-service period to 2 years:

The Administratoir nay approve the guaranty of it loan purp,,sed to refinance
any indebtedness of a veteran which is secured of record on property used or
occupied by the veteran as a home or for farming purposes, or indebtedness in-
curred by him in the pursuit of a gainful occupation, or any delinquent taxes
or assessments on such property or business, Irovided it is found that-

(1) such default or delinquency occurred not later than 2 years after his
separation from active service, and

(2) such refinancing will aid the veteran in his economic readjustment.

The above context could be added to the act as a new section. num-
bered 506 and the corresponding provision in section 501 (b) deleted,
i. e.. all of line 3 of the present subsection 501 (b) should be stricken
out.

Mr. ODOM. May I make this explanation? The 2 years is the time
limited by the Soldiers and Sailors Civil Relief Act. and we thought
that it might be well to have the two laws correspond in that connec-
tion. At, the present time we are having great difficulty in determin-
ing just exactly what is intended by the Congress in that 501 provision
with respect to delinquent indebtedness. In fact, there has been
some tendency to permit indebtedness to become delinquent in order
to, perhaps, take advantage of the provisions of the act.

Mr. P.wvEsIcH. That is a possibility.
Mr. ODo r. I assume that the Congress had some thought that it

had some relationship to the financial inability to maintain the obli-
gations because of the veteran's service.

Senator CONNALLY. This prior indebtedness, that is, any debts he
may have, regardless of whether secured or not?

Mr. ODOM. This would include both secured and unsecured, if it
involved the particular items named.

Senator C(iNNALLY. And provided also that it is found that it
would aid his economic rehabilitation, and so on?

Mr. ODOM. Yes, sir.
Senator CONNALLY. Suppose that he was in a business and it be-

came defunct, and owed a lot of debts. Would this include that.?
Mr. Oi)o .He probably comes under the Soldiers and Sailors Relief

Act and has a moratorium on those debts.
Senator CONAuLY. But a moratorium doesn't help; you have to

eventually.
Mr. ODOM. He could borrow the money. He could get a guaranteed

loan for the purpose of taking up those indebtednesses; yes, sir. It
would not enable him, for example, to pay off his premiums on his
commercial insurance, which we have guaranteed under the Soldiers
and Sailors Civil Relief Act, but would cover only the items specified.

Senator VANDENBERG. Before you go to the next section, may I ask
this further question regarding the 10 percent in the previous section?

It seems to me that that is inevitably going to be a direct invitation
at the expense of the veteran and I am wondering whether you
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wouldn't reach every necessity that you confront if you simply de-
leted the word "normal" in the existing law so that it. would read
"does not exceed the reasonable value thereof." Then you haven't
hung up any target for the seller to shoot at, and probably always
reach.

Mr. ODo1. You probably could do that, Senator Vandenberg.
Whether the loans wo-uld have as good a market, that it would be
considered as being as sound as under this proposal, I do not know
that I am prepared to say. There are people here, I think, represent-
ing the lending agencies, both in the primary and secondary fields,
that could answer that question better than I.

Senator AN)ENBERG. All right.
Mr. COLLINS. The word "normal" has prevented a great many loans

being made that would really ordinarily be considered good loans.
That is about the answer.

Senator JoitNsoN. Then you agree with Senator Vandenberg's sug-
gest ion ?

Mr. COLLINS. Personally, I agree.
Senator VANDENBERG. It obviates what seems to me is a hazard to

the veteran.
Senator CONNALLY. "Normal" is retrospective rather than prospec-

tive.
Mr. COLLINS. Yes, sir.
Senator CONN,-ALLY. You don't know what is going to be "normal"

10 years from now. You are judging it by what it was prior to now.
Mr. COLLIN.-s. That is right.
Senator Luc.ks. One question on section 501 with respect to delin-

quent indebtedness. I think I understand that provision, but let me
propound this question:

If a veteran has now borrowed the total amount that can be loaned
under this act, either for farming purposes, or for the buying of a
home. or indebtedness incurred by him in pursuit of a gainful occu-
pation. and he loses all that money in a venture, under this provision
the Federal Government would refinance that veteran, take over his
debts, and pay them. Am I right about that?

Mr. COLLINS. No, sir.
Senator Luc'.s. What would this do?
Mr. COLLINS. The limit on the amount of the guaranty is $2,000.
Senator Lvc,\s. All right.
Mr. COLLINs. A veteran who has not exhausted the $2,000 and is

borrowing money for the purpose of paying off this delinquent in-
debtedness can have a guaranty up to $2,000 or at least to the extent
that he has not exhausted his guaranteed credit with us.

Once lie has exhausted that $2,000 he can't come back to us again
under this act.

Senator L-u(:As. Supposing he has exhausted $1,500?
Mr. COLLINs. He could come back and get the new indebtedness

guaranteed up to $50)). He has a $500 credit remaining.
Senator Luc.ks. He has that at the present time, doesn t he?
Mr. COLLINs. He has the $2,000, and if he has used the $2,000 to

buy a home, he is finished.
Senator LuCAS. Is he finished under this amendment?
Mr. COLLINS. Yes, sir. It merely permits the utilization of all or

part of the $2,000 guaranty in connection with financing of indebted-
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ness of a delinquent character. That is all. It just expands the pur-
poses for which the guaranty may be given.

Senator LucAs. He can't do that at the present time?
Mr. COLLINS. No, sir; except in connection with home loans. It

doesn't apply to business or farm loans.
Senator LUCAS. In other words, if he only has $1,000 in a venture,

insofar as the Federal Government is concerned, and he is entitled
to $2,000, you will permit him to use the extra $1,000 in liquidating
obligations that he might have incurred in some business venture or in
connection with the buying of farm lands?

Mr. COLLINS. That is correct.
Mr. ODOA. There is one other aspect of that. You spoke about the

loans already guaranteed. Under the regulations which have been
issued, there are liberal provisions for indulgences and even under the
law we can refinance those loans to a certain extent so as to protect a
good risk even though he is in temporary difficulty.

Senator Lucxs. That is under the present law?
Mr. ODOM. Yes, sir.
Senator ITCAS. And you do not amend that?
Mr. ODo0r. No, sir; we do not.
Senator JOHNSON. Go ahead, Mr. Collins.
Mir. COLLINS. Section 502.
Farm lending purposes of loan: The first six lines of this section

should be suppemented to read (new matter printed in italic)-
Any application to be made under this title for the guarantee of a loan to be

used in purchasing any land, buildings, livestock, equipment, supplies or imple-
ments, or in repairing, altering, constructing or improving any land, equipment
or buildings, including the. farVphouse, to be used in farming operations con-
ducted by the 'applicant involving production in excess of his owrn needs or for
working capital requirements necessary for such operations, may be approved
by the Administrator of Veterans' Affairs if he finds-

(1) that the proceeds of such loan will be used far any of such purposes in
connection with bona fine farming operations conducted by the applicant;

The purposes of most of these changes are self-evident. They
supplement the present language of the act so as to permit the farmer
to get credit for all essential farming purposes. This will make it
possible to approve many applications which now must be rejected.
For example, a loan for seed, fertilizer, or insecticides must now be
rejected. Nor can we now approve a loan for a farmer to clear land
and plant fruit trees. The phrasing "involving production in excess
of his own needs" will extend the benefit of the act to part-time farm-
ers, who cannot be aided at present. Provision for "working capital
requirements" will qualify loans for payment of labor, that is. at
harvest time.

Senator M[ILLIKIN. I notice that the qualification No. 1 says "that
the proceeds of such loan will be used for any of such purposes in
connection with bona fide farming operations conducted by the ap-
plicant." Supposing the purpose of the loan was to enlarge a farm-
house for the benefit of other members of the family. The farmhouse,
I assume, would be used in connection with a bona fide farming opera-
tion. Would that be a legitimate application?

Mr. COLLiNS. Yes: that would come within it.
Senator MILLIKIN. I am not debating the matter, but it seems to me

that several provisions have been proposed putting this guaranty in



78 AMEND SERVICEMEN'S READJUSTMENT ACT OF 1944

the status (of a bonus rather tflan a, loan for setting these men up in
business. That i, why we l)asse1 the act originally.

This is s) broad that under this section you could spend the money
for a multiplicity of purposes. It would not have to have a direct
connection with settinY the man up in business.

Mr. ODOM. It w ild have to be useful in operating the farm.
Senator MiLmi i. Of course, anything spent on a farm would

have. I assume, some useful purpose to the farm.
Mr. (CxLI-s. Section 503--
Senator Luc.s. Let me ask you one question. That last act, as

amended, does not add to your administrative difficulties?
Mr. ODo0r. It simplifies them.
Mr. COLLINs. IWe reject a great many loans that would be covered

by this amendment. Questions have been raised as to whether the
word "buildings" in the present act includes the farmhouse. That
is why we put that in to make clear that it did. We have turned down
loans for seed, fertilizer, and insecticides, and that caused some re-
sentment, and we have not been able to explain the basis of such re-
jections except that we find it in the law, that the law restricts the
purposes.

Mr. Ono. r. Not with the desire to be other than serious, I think
Mr. Codlins ought to tell you about the veteran who wanted to go into
the turkey-raising business. If we considered that that was an
agricultural venture, we couldn't guarantee a loan to provide the
feed to feed his turkeys. and if we considered it as a business venture,
we couldn't guarantee the loan to pay for the turkeys, so he could
go into the turkey business.

Senator Lrc. s. Could he go into the turkey business now?
Mr. ODW.r. He could under the amendment; yes, sir.
Senator Lucks. Under the amendment he could go into the turkey

business. That is the purpose of the amendment?
Mr. O)o i. Well. I thought that would be illustrative.
Mr. ComuSINs. Section 503.
Bil.,4es purposew.-The present language is not broad enough to

qualify many essential items which are required to be financed in the
acquisition of a business. The context should be changed to read
(new matter printed in italics)

Any application made under this title for the guarantee of a loan the procee s
of which are to be used for the purpose of engaging in business or for the
purpose of pursuing a gainful occupation, whether full time or part time, or for
the cost of acquiring for such purpose land, buildings, supplies, equipment, ma-
chinery, tools, inventory, .tock in trade, or for the cost of the construction, repair,
alteration or improrement of any realty or equipment used for such purpose,
or to proride the funds needed for working capital. may be approved on a secured
or unseeur¢d basis by the Administrator of Veterans' Affairs if he finds-

(1 that the proceeds of such loan will be used for any of such purposes in the
bona fide pursuit of such business or gainful occupation by the applicant;

The restrictive effect of specifying types of property in the present
context, without supplementing such mention by words or more
general application has necessitated the rejection of many meritorious
applications. For example. machinery cannot be modernized or re-
paired. A store cannot be altered. Stock in trade cannot be acquired.
Working capital cannot be obtained through a loan. All these pur-
poses should be made eligible, and will be under the context set
forth above.
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Senator JOHNSON. You do not mean, of course, to eliminate the
second, third, and fourth conditions?

rIr. COLLINS. No; just one.
Senator JoHimsoN. Just one. That is the only one. You are modi-

fying that in both 501 and 502.
Senator VANDENBERG. Is there anything new, in your concept, when

you insert "on a secured or unsecured basis" ?
Mr. COLLINS. When a loan is made for working capital, or on in-

ventory, especially on inventory that is fluctuating al the time, it is
difficult to get a base for security.

Senator LucAs. The Veterans' Administration has construed this
act very rigidly, hasn't it?

Mr. ODoMf. I don't think so, Senator Lucas. We construed it, I
think, very liberally.

Senator I.UcAs. Very liberally. I have understood otherwise.
Mr. ODOM. Yes, sir. I have every decision that has been ren-

dered on this title III with me and I will be glad to turn them over
to the committee or any member of the committee, or to explain them.
I think we have been very liberal in the construction of this title.

Of course, we appreciate that there were certain safeguards which
were put in for perfectly apparent purposes and we did adhere to
those safeguards.

Senator CONNALLY. You say "whether full time or part time." If
you don't put in full time, you won't have any part time.

.Mr. COLLINS. We put that in with the idea that some people go into
business on a permanent basis and on a full-time basis after starting
on a part-time basis.

Senator CONNALLY. I am not objecting although I don't think it is
a good provision.

Senator MILLIKIN. Could a man purchase an automobile under this
provision if it is to be used in his occupation.? Not just used to go to
and from work.

Mr. ODOM. He can buy a boat if it is used in his occupation.
Senator MILLIKIN. Of course, if a man uses an automobile to go to

and from his work, I suppose he is using it in his business.
Mr. ODOM. But it isn t, of course, necessary.
Senator IAWKES. We had that situation under gas rationing. The

man who used his automobile to go to and from work received more
gasoline than the other fellow. So I think the point Senator Millikin
brings up is a point to think about.

Senator MILLIKIN. I am not sure that I object but I would like to
know the scope. Take the sections you have read so far. He gets
$2,000 for almost any imaginable purpose-unless it were to be used
to go out to the race track.

Mr. COLLINS. Subsection 2 requires that such property will be use-
ful in and reasonably necessary for the efficient and successful pur-
suit of such occupation. That is retained under "Business property,"
section 503 in the original act.

Senator JoiiNsot. You nay proceed, Mr. Collins.
Mr. COUUNS. Section 507 (new).
Powers of Administrator: Additional powers are needed to be

vested in the Administrator in order that he may have proper dis-
cretionary power to deal in the various.complications which will arise
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in the course of tile guaranty program. Those lending institutions
whose vital rights are concerned in their dealings with the Administra-
tor shmld have a right to resort to the courts for a definition of their
legal rights. These powers can be supplied by the addition of the fol-
lowing context to the act.

Svc. 5)7. a) With respect to matters arising by reason of this title as now
or hereafter amended and, notwithstanding the provisions of any other law,
the Administrator may-

1 Sue and be sued in his official capacity in any court of competent
jurisdiction, State or Federal ;

(2) Subject to specific limitations in this Act, consent to the modificatior
with respect to rate of interest, time of payment of principal, or interest,
or any portion thereof, security or other provisions of any note, contract,
mortgage. or any lien instrument with respect to which a Loan Guaranty
Certifift*v or an Indemnity Contract has been issued;

3) l'ay, or compromise, any claim on or arising because of, such certifi-
cate or contract:

(4) Pay, compromise, waive, or release any right, title, claim, lien, or
demand, however acquired, including any equity or any right of redemption;

(5) Purchase at any sale, public or private, upon such terms and for
such prices as he determines to be reasonable; and take title to property
real. personal, or mixed; and similarly sell at public or private sale, ex-
change, assign, convey, or otherwise dispose of any such property; and

(6) Complete, administer, operate, obtain, and pay for insurance on
and maintain, renovate, repair, modernize, lease, or otherwise deal with
any property acquired or held pursuant to this title; provided that the
acquisition of any such property shall not deprive any State or political
subdivision thereof of its civil or criminal jurisdiction of, on, or over such
property (including power to tax) or impair the rights under tire State or
local law of any persons on such property.

(b The powers by this section granted may be exercised by the Admin-
istrator without regard to any other provisions of law not enacted expressly
in limitation hereof, which otherwise would govern the expenditure of
public funds, provided that section 3709 of the Revised Statutes shall
apply to any contract for services or supplies on account of any property
acquired pursuant to this section if the amount of such contract exceeds
$1.000.

(c) The financial transactions of the Administrator incident to, or aris-
ing out of the guaranty of loans pursuant to this title and the acquisition,
management. and disposition of property, real, personal, or mixed, as inci-
dent to such activities and pursuant to this section, and vouchers approved
by the Adminirtrator in connection with such transactions shall be final
and conclusive upon all officers of the Government.

Mr. ODoM. The whole purpose of this rather lengthy section is to
make it specific as to what the Administrator's powers are.

Senator LrcAS. You have surely done that.
Mr. ODOM. For the purpose, sir, of makine it perfectly clear to

thos e who are dealing with us just what they are. If this may involve,
as it well could. perhaps thousands of titles, any title insurance man
or any lawyer who has to search titles would at once see that it is im-
perative for some specific person to have the authority to close out all
of these transactions, grant proper title, and so forth, and so on.

It is a little long, but it i. long for the purpose of making it abso-
lutely clear to all concerned just exactly what the powers are.

Senator LUCAS. You expect a few foreclosures?
Mr. ODo,.f. We rather fear there may be some.
Senator CONNALLY. Why would you want the Administrator to be

sued by every Tom. Dick, and Harry?
Mr. ODOM. They have the right to sue at the present time except

that the suit would have to be brought against the United States. He
does this in the name of the United States as the Administrator.
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The reason for that would be that it would be niore convenient. I
would say, in connection with closing ouit transactions and the granting
of title and everything of that sort if it may be done by the administra-
tive officer instead of having to be done under the law which controls
at the present time the disposition of governmental property.

As you know, I don't need to tell you, the Congress i the only
authority that can actually lisl)ose of Government property. You
have placed, of course, certain authority to lo that in different admin-
istrative officials. At the present time the Administraitor has author-
ity under the law to dispose of surplus property. But this would
hardly be surplus property.

Senator LUCAS. There is nothing like this at present?
Mr. ODOM. No, sir; there is nothing in the present law except the

authority to purchase in ord6r to protect-and'that is- the season f or
this-to protect against sales in many States-I am not so sure that
this isn't true in your State, Senator Lucas-at a nominal bid instead
of bidding in the full amount of the unpaid balance.
Senator CONNALLY. He has authority under the present law to

foreclose.
Mr. ODOM. He has authority under the present law to either arrange

for refinancing or to tell the holder of the note to go ahead and fore-
close, and he has the authority to appear and bid at te foreclosure sale,
for the purpose of protecting the interests of the Government. But
this is to go a step further. If he is successful-we hope he is not-
in getting the property, what is he going to do with it?

Senator CONNALLY. You go much further. You allow him to be
sued by any lender or anybody else.

Mr. ODOM. The whole purpose of this, Senator Connally, is that the
suit would be brought against the Administrator instead of against
the Government.

Senator L-UTCAS. Is this the first time that the GI has ever been per-
mitted to sue the Government?

Mr. ODOM. No, sir. Under the War Risk Insurance Act, there was
something like 30,000 suits filed, and the Government won about 85
percent of them.

The CHAIRMAN. Let me ask you, in the original GI Act, that is, the
present act, all these financial transactions are lifted out of the juris-
diction of the Comptroller's office?

Mr. ODOM. This would; yes, sir.
The CHAIRMAN. This would; but are they now?
Mr. ODOM. No, sir; not clearly so, at any rate.
The CHAIRMAN. They still come within the jurisdiction of that

office?
Mr. ODOM. Mr. Chairman, I don't know as I exactly understood your

question. Insofar as the loan provisions are concerned, this as a
contract and under any contract the parties concerned have the right
to sue.

The CHAIRMAN. I am not talking about suits. I am talking about
the Geuneral Accounting Office. Under that amendment which is pro-
posed, of course, everything is lifted out of the General Accounting
Office.

Mr. ODOM. That is in line with section 11 of Public 866, which
you will remember was put in for the purpose of spelling out that
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timder the law the Almini-:jtror's d,,isions an, final and not. subject
t(o review hV a1 otlr rlovelhlnental official or a y toIirt. But that:h1))ies olyl to )ratui i s. Not to c-oniractuil matters.

The Cii Al~l .\ N. That is righi, )ut here you are extending it, to
ol r'actual limflter., .

Mr. Oi)ov. That is right, for the purpose of expediting of settle-
ment.

Tlw u .1 N. I am not saying it might not properly be done; I
am asking if under the GI A-ct as it is now that is done?

Mr. Oi)oM. No,. sir.
The ('IIA 11AN. Whether you are writing this in for the first time.
Mr. Oo(ui. This would be to extend that. right under this provision.

In other word-. it the present time I think a great many of those mat-
ter.- would fall finally within the jurisdiction of the General Ac-
countin.z Office.

The CA1iRMtAN . Unless this amendment is made.
Mr. OD0o%. ( )f ,.murse, this is not new. Under the other acts, such as

HOLC and the Rc.nsrution Finance Corporation, those are not
settled in the manner prescribed for governmental departments in
general. That is, they are not settled in the General Accounting
Office.

Senator LUc.k.S. Does this follow the General Accounting Office
provisions?

Air. OI' )r. Not verbatim. but the general effect would be the same.
The CHAIRMAN. All right. I wanted to get that clear.
Senator MmLiKLN. Could a member of this committee sue for dam-

ages against the Administrator ?
Mr. O[,,-. He has authority to pay all these claims out of appro-

priated funds now. Any administrative officer can be sued for dam-
ages. I have been miyself-for $150,000. But not under this act. He
could .sue under the general law. This would not extend it.

Senator MILLIKIN. Supposing a guaranty were put on a very ex-
pensive piece of real property the value of which would be many
times the amount of the Government guaranty.

Mr. On)1,,,Nr. Yes.
Senator MAliilN. Would the Government go into extensive real-

estate operations?
Mr. ODOM. No,. sir. No more than at the present time, and at the

present tiine we woull have to decide-and it is going to be a real
administrative difficulty-we have to decide in any default what
will be the best procedure calculated to protect the interests of the
Government. If we feel that the best procedure is to let them go
ahead aiid foreclose, we \,,uld iiiinediately say, "Yes; we are liable
for the full amount of the guaranty." That i , as reduced by the
pro rataprovisions of the act. We would pay that liability and then
we would be through unless the property were liquidated for money
enough to pay the lender's unpaid balance, costs, and so forth, and if
he receivedanythin.r over that he would hold it in trust for us.

The Ci.hIRMAN. Under the original act they have the authority to
buy the whole property.

Senator MILLIKIN. Under certain circumstances I notice you have
the authority to operate insurance on property. Do you operate your
own insurance company?



AMEND SERVICEMEN'S READJUSTMENT ACT OF 1944

Mr. ODoy. We couhl but wNN (don't have any.
Senator M1LTLIKIN. I am speaking in terms of power you are asking

for.
Mr. ODOM. Not under tliis; no, sir.
Senator MILLIKIN. It says:

complete, administer, operate, obtain, and pay for ins urance on * * *

Senator JOiiNSON. It means operate the property.
Mr. ODOM. That really means pay for the insurance.
Senator MILLIKIN. It says [reading]:

complete, administer, operate, obtain and pay for insurance on, and maintain,
renovate, repair, modernize, lease, or otherwise deal with any property acquired
or held pursuant to this title.

What I am asking is, could you operate your own insurance company
on the property?

Mr. ODOM. No, sir; I would say not.
Senator JoHNsoN. Doesn't that word "operate" go to the property

itself instead of insurance?
Mr. ODOM. If it doesn't, I couldn't be in favor of it. That wasn't

the intention, that means to complete, administer, operate, obtain and
pay for insurance on, and maintain, renovate, repair it, modernize it,
lease it, or otherwise deal with it.

Senator MILLIKIN. You have no doubt in your mind there is no
intention to give you authority to operate an insurance company?

Mr. ODOM. No, sir; there is not.
Mr. COLLINS. As I understand it, the purpose is to have an exception

made to the present law which doesn't permit the payment of insurance
premiums on Government property generally and the authority we-
are seeking would permit us to do that.
Senator LUCAS. Do you have any authority wider this amendment

to bid more than costs?
Mr. ODOM. We have authority to purchase the property, protect the-

Government's interests.
Senator LucAs. You would protect it if you bid debt, interest,.

and cost.
Mr. ODOM. As a practical matter, we never would bid more than

enough to protect the Government and we would not under this.
In other words, we wouldn't go into the real estate business just to
make money, or lose it.

Senator LUCAS. Your bid would only be what was necessary to,
protect the interest of the Government?

Mr. ODOM. Yes, sir.
Senator JoHNsoN. You may proceed, Mr. Collins.
Mr. COLLINS. There are two other points concerning which there-

has been a great deal of discussion and to which it is desired to calR
the attention of the committee: namely, the question of increasing the-
maximum guarantee from the present $2,000 limit, and the inclusion'
in the act of a plan for issuing coverage to institutional lenders on a
group basis.

The guaranty is intended to take the place of the cash down pay-
ment a purchaser ordinarily supplies above the amount he is required
to borrow. Lenders in general are not inclined to loan above 60 to 75
percent of the financing required in home and farm buying. The
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maximum guarantee of $2,000 appears to work fairly well today in
connection with the purchase of lomes and unless we have a continued
price increase it probably will take care of home buying in a rea-
son:lblv satisfactory manner. Unfortunately, the $2,000 appears to
be inadequate when the question of the purchase of farms is involved
particularly when one attempts to buy in the best farm sections'oi
the country" where experience has shown the veteran would have the
greatest likelihood of success. This tends to channel veterans into
the probability of failure, requiring the Government to pay out on a
high percentage of its farm-loan guaranties.

What has been said about the farm-loan guaranty applies equally
to business loans as the present $2,000 guaranty limit restricts the vet-
eran to enterprises with very limited possibilities.

In view of what has been said the Congress may wish to consider
the desirability of increasing the amount of the maximum guaranty.

It is suggested also that consideration be given to adding a new sec-
tion to the act setting up a group plan for both real-estate and non-
real-estate loans. Under this proposal the Administrator wbuld fur-
nish coverage to those lenders who make loans to veterans for any of
the purposes specified in the act, sach protection covering the lender's
losses up to a specified percentage of the aggregate of all loans any such
lender might make or purchase. If the group plan is adopted as an
alternative plan it is believed that it should be confined to supervised
lending institutions and the coverage against loss supplied by the
Government be limited to 15 percent.

The group plan puts a premium on sound lending but does not
entail a sure prospect of having to share the loss which is a feature of
many of the so-called insurance plans. Restricted to supervised in-
stitutions, it will admit of a very simple qualifying procedure. A sin-
gle form, combining the elements of notice and certification as to essen-
tial facts, is all the Administrator of Veterans' Affairs should have to
require of the lender.

Short-term loans, a characteristic of business and farm personalty
lending, are high-cost loans to a lender and it is generally believed that
the 4-percent interest ceiling allows him less than a fair return on his
risk and handling cost. Adjustment upward would appear to be in
-order.

If the committee favors making provision for a group insurance plan
along the lines indicated above, a draft incorporating its details will be
prepared and submitted for the committee's consideration.

Senator JoNtS.-. Mr. Collins, under that suggested provision does
it permit the pooling of borrowing privileges for farm and business
loans on the i-art of prospective borrowers, GI borrowers, does this
permit them to pool?

Mr. ODOM. If I may answer that; no, sir. That pooling idea is a
,different thing. Senator Johnson. You had in S. 738 a provision for
this type of pool which is a mortgage pool. It is not a pooling of re-
sources or lending facilities.

Senator JohNsoN. Have you given consideration to the pooling of
borrowing privileges?

Mr. ODOM. They do that now under the present act. In some locali-
ties-for example, Philadelphia is one and I think Rochester is an-
4other-but in several localities the lending agencies have created a cen-
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Iral agency to process all of the(, so-If led 1 lioal s .IItd the 'Oeran
may go to lIat central point arid he nav Pitlir, If it is :n l,, ,i that one
bank would ordlinarilv make. he njay be e''f'''e.,I to tlh at banik. or it may
be made out of a pool of resollc'es contriblited b' tle separate lelii ti
agencies to that central agency.

Senator JOtHNSON. But suppose that a hundred vNeterans should de-
cide that. they want to buy a business, onc, business, and run it as a
corporation or a partnership.

Mr. ODOr. Wh at you have in mind is the proposition of whether
under the present act corporate stock can be the subject of one of
these guaranteed loans. It can be but it would have to be purchased
by the veteran not as an investment but in order that he might enter
into and pursue a gainful occupation.

In other words, if two, three, or four veterans should decide to
create a corporation to engage in a certain type of business and they
wanted a corporation rather than a partnership, for the usual reasons.
under the present act, the present act could be construed to permit
the purchase of the stock of the corporation if. and only if. each one
of those veterans is going to be an active participant and manager
of that business.

Senator JOHNSON. He is going to be employed.
Mr. ODOM. That is right.
Senator JoIiNsoN. By the corporation.
Mr. ODoMr. Yes.
Senator JOHNSON. Are there any other questions?
Senator LUCAS. I would like to have a further explanation of this

last suggestion. I am not sure that I clearly understand it.
Senator JouNsoN. The group proposal.
Senator MILLIKIN. Give us an example of that, please.
Mr. COLLINS. Lender A may have a dozen loans aggregating S20,-

000. When the loans were approved by the Veterans' Administra-
tion, we would set up on our books and he would set up on his books,
a reserve of 15 percent, or $3,000. We would compensate him for
any losses up to the amount of the reserve. Thus. if one loan went
completely bad and the rest of them were good, he might be reim-
bursed for that entire loss under this group plan.

Mr. ODOM. That would finish it if that were the amount.
Mr. COLLINS. That would finish it; that would wipe him out.
Senator LUCAS. This is an additional benefit to the veteran?
Mr. COLLINs. This is an alternative plan. We would under this

suggestion have an additional section that would leave this option to
the lenders. They could either avail themselves of the regular pro-
cedure for guarantee or could participate in this group plan.

Senator LUCAS. Wouldn't there be an advantage to the pool plan
over the regular plan?

Mr. COLLINS. It is believed that some leaders, now reluctant, would
come in. Some lenders prefer the present plan under which the first
loss is covered. If a lender loses $2,000 ,,n any) particular loan he can
come in for the $2,000. Under the group plan ie could only get an
aggregate of 15 percent of his loans. But there would be benefits to
him as well. If a loan went completely bad under this, he might get
the entire amount paid to him.

Mr. ODOM. It would simplify processing, would it not?
Mr. COLLINS. Very much.
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Senator Luc..s. W here does the veteran (ret, any benefit out of it?
Mr. ODOM. It is mainlv in the expeditions in processing tie loans.

In other words, the lender and the borrower would have to coihlly
with the provi-iolls of the law as it is or as it. would be ainended.
As Mi. C(is pointed out in his comment, all that lie would have to
do would be to come in afterward and show that he had done that
and he would then have a stake in this participation.

Mr. CoLmNs. There has been quite a bit of agitation, I might say,
on the part of lenders for this type of group plan as facilitating the
operation. It would cut down our expenses tremendously in admin-
isti-ation.

Senator LUcAs. This is a plan solely for the benefit of the lenders?
The GI gets no benefit other than, perhaps, that it might encourage
the lender to make these loans?

Mr. COLLINS. *He would get an expedited service.
Mr. ODom. It would not reduce the benefit to the veteran.
Senator LUCAS. No; but we are paying some extra money out of

the Treasury.
Mr. PAvEScIH. As a matter of fact, Senator Lucas, I think it would

make more credit available to the veteran because of having the ease
of making loans in this way. Only 15 percent of his $2,000 would
be allotted.

Senator LUCAS. I can see some advantage there. There might be
a little more encouragement to the lender to make the loan.

Senator CoNNALY. What do you mean in "(c)
The Administrator shall pay the same amount on each loan insured here-

under as he would be required to pay under the first sentence of section 500 (b)
hereof if the loan were guaranteed rather than insured.

Mr. ODOM . Four percent of the guaranteed portion for the first year.
Senator CoNN y. It -doesn't say anything about interest.
Mr. ODOM. That is what the first section as we propose it, to be

amended. would provide.
Senator CONNALLY. If the loans were guaranteed rather than in-

sured ?
Mr. ODOM. Yes.
You may have a question on the interest rate on that next one, too;

the 3-percent discount rate. Business loans would be more practical
on a discount rate than a straight interest rate, perhaps. But on a non-
amortized loan it would be advantageous to an agency making business
loans to have a somewhat higher rate and we propose there that it
would be a rate equivalent to the discount rate at 3 percent. That
would be less than 6 percent.

Senatcr JOHNSON. Mr. Odom, does that complete all the suggested
amendment the Veterans' Bureau has to the so-called GI bill of
ri hts ?

Vr. ODOM. Yes, sir: but, Mr. Chairman, I want to inquire now what

will be your pleasure. U;ider date of Jul, som.etime in July, General
Hines. then the Administrator of Veterans Affairs, forwarded to Sen-
ator George, chairman of the full committee, a copy of a letter ad-
dressed to the chairman of the World War Veterans Legislation Com-
mittee of the House of Representatives, under date of July 16, 1945,
with a complete analysis of and recommended amendments to H. R.
3749. It is so lengthy that I would not attempt to go into that analysis
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unless the committee, either at this time or at some other tin,., desires
it. My purpose now is to ask whether it would not be appropriate to
put into the record at this point the letter and the analysis and recom-
mendations concerning H. R. 3749, and also the correspondence with
the Bureau of the Budget which, as General Bradley told you yester-
day, the Director suggested should be brought to your attention.

Those matters are very lengthy and I am satisfied, if the committee
is, to simply insert them in the record at this point subject to any
further questions that you may desire to ask at any other time.

Senator JoHNsoN. What is the pleasure of the committee with
respect to that matter?

As I understand it, it is an analysis by the Veterans' Bureau, section
by section, of H. R. 3749, which has passed the House and is now before
us, and upon which we will receive a great deal of testimony as this
hearing continues.

Mr. ODOM. Yes.
Senator JOHNSON. Do we want that put into the record for our

reference?
Senator LUCAS. Is that the bill that was passed in the last session?
Mr. ODO-M. Just before the recess, passed by unanimous consent.
Senator LUCAS. On the floor of the house.
Mr. ODOM. Yes, sir.
The CHAIRMAN. We might put it in the record now so that we will

have it before us.
Senator JOHNSON. Yes. We may want to call upon the representa-

tives of the Veterans' Bureau for further comment and assistance and
interpretation on that matter. Without objection, the matter re-
ferred to will be placed in the record.

(The correspondence above referred to is as follows:)
EXECUTIVE OFFICE OF THE PRESIDENT,

BUREAU OF THE BUDGr,

Washington, D. C., September 26, 1945.Hon. OMAN N. BRADLEY,

Ad iiiiistrat,,r of Veterans Affairs.
Veterans' Administration, Washington, D. C.

My DEAR GENERAL BRADLEY: Your letter of September 20, giving your views
with respect to reports proposed by your predecessor, Brig. Gen. Frank T. Hines,
on H. R. 3749 and H. R. 3119, Seventy-ninth Congress. satisfactorily explains
many of the questions raised in my letter of September 14.

There is no objection to the submission of the proposed reports. However, it is
believed the Congress will be interested in the comments on the proposed legisla-
tion contained in your letter of September 20, 1945, and it is accordingly sug-
gested that these comments be submitted to the appropriate committees of
Congress.

Very truly yours,
PAul, H. APPLEBY, Acting Director.

WASHINGTON, D. C., September 20, 1945.DIRECTOR, BURlEAU OF THE BUDGET,

Washington, D. 0.
SIR: This is in response to your letter of September 14, 1945, requesting my

views with respect to reports proposed by my predecessor, Brig. Gen. Frank T.
Hines, then Administrator of Veterans' Affairs, on H. R. 3749 and on H. R. 3119,
Seventy-ninth Congress. The first-mentioned bill would amend the Servicemen's
Readjustinent Act of 1944 in several respects, the two chief ones being title II,
education of veterans, and title III, guaranty of loans.
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1 am generally in accord with the proposed reports, hut feel that consideration
should be given to the points which y4)u state were raised 1)y members olf your
staff.

Public Law 346 is a Readjustment Act Intended to assist veterans In rsump-
tion of their civilian pursuits. The lime limitations plued upon the filing of
applications for the several benefits were intended, not so much to limit the
period of readjustment as to preclude the duplication of benefits. It was realized
at the time that to :ii extent this limitatioin, particularly with respect to applica-
tioiis foir guarant of loans. would he infliitiliiary, and ats an offset, as well :is
addcd protection to the veteran and the Government, the condition was added
specifyin- that the purchase price of the prol)erty offered as security for a
guarantet-d ],,an must not exceed the "reasonable normal value as determined
by prolm' appraial." In practice it has been found that both of these require-
ments are questioned. In the first instance, it may take more than 2 years
to s4) orient himself either by way of education oir training or otherwise so
that he would be in a posRion to take advantage of. the loan-guaranty provisions.
Further, it has been found that few homes and fewer farms can be purchased
today at a price representing,- or not in (xcess of. the "reasonable normal value."

Procedure essential to make determination of the statutory requirements has
also led too considerablee delay in approving applications for guaranty of loans.
T1hi.., is o)f particular iniportance in cinlnection with business loans and, to a
cert~iin extent. with farm equipment loans where the transactions usually require
the immediate payment of cash costs.

Specifically, I agree with General Hines' recommendation against the provisions
of title III. (if H. R. 3749 inso4far as they would provide automatic guaranty of
loans made by a lending institution without prior or subsequent approval of any
Federal agency. Further. I feel that the provisions of said bill substituting
I reasonable value is determined by the lender's appraisal" for "reasonable
l.ormal value as determined by proper appraisal," would be highly dangerous,
not only to the veteran but to the Government, and that this would not be overcome
by the fact that the lender would share in the loss. There are other technical
difficulties in title III as passed by the House, all )f which are pointed out in the
analysis supplied with the proposed report, but in my Judgment the above-men-
tioned difficulties are the most important and the most dangerous.

While I am sure there will be some interests that will desire to retain the
guaranty features of the present act. I am of the opinion that the insurance provi-
sions suggested as a possible alternative or substitute merit careful consideration.
Som(, of course, have advocated that the insurance extend to the full amount
(of the loan, or at least 90 percent thereof, but with a limitation of any individual
case of $3.AI9. I feel that the suggested 75 percent and $2,000 limitation are con-
servative and therefore safe. With respect to values, I think the suggestion may
be a good oine that the purchase price not exceed the reasonable normal value as
(leternineil by governmental appraisal but with a proviso that in the event the
agreed price does exceed the reasonable normal value, but not to exceed a limited
percentage, say 15 percent, that the loan may be insured in an amount not to
exceed the reasonable normal value, the difference being made up by the veteran
by way (if a cash payment o)r in other acceptable manner. To the extent that this
would permit such purchases at increased valuations, it would be inflationary, but
there would be adequate protection for the Government and a certain degree of
pr(otoietion for the veteran.
Wi, h respect to whether the Veterans' Administration should have any respon-

sibility for these loan programs, I am sure you realize this involves a broad ques-
tion of public policy. Literally, every responsibility of the Veterans' Administra-
tion, except perhaps the historic pensions, could be functionally assigned to other
existing governmental agencies. I am in agreement with the view that veterans'
benefits as such should b- administered by one agency rather than by many. I
am not sure that loans should be included in the category of veterans' benefits,
and if this view could be made to prevail, I would favor the assignment of full
respowsibility therefor to those agencies operating in the several loan fields. I
do not, however, agree that there should be any divided responsibility for I do
not see how the Veterans" Administration could be made responsible for policies
and for payment of losses without any responsibility in connection with approval
of the loans ,in which the losses occur. It can readily be realized that any such
scheme wuld result in the Veterans' Administration receiving all of the criticism
and blame and in the operating agencies being relieved of any responsibility
th.rcf,,r. Under the present law the Veterans' Administration does in some cases
utilize other governmental ageiles in processing the applications. Approval,
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however, Is made only 1)y th \ 'etern us' Adnliiiisi rationl. ['rsder the prolpsed
IriSUrainIce provisions, the, pr(essnlg votild b e r.duwl to a linillnurn, arw'l whil(t
the utilization of other G(ovvruuiiert agency facilities womld not he- pret'ludd, it is
not at all clear that It would be advanta..ous to contimi tfhI present arrange-
menis. I am sure you realize thi- Veterans' Administration never rt-quest.l that

it b' miade responsible for any part of the loan prograin, ini fact, It advised against
it, but under the circumstances I would hesitate to be too insistent upon recn-
sideration of this matter by the Congress. I will, however bv very glad to present
to the (E.ngressional ('emnitteC4s such views as you may haive on this or any other
matters In connection with this legislation.

Neither title II of H. R. 3749 nor H. R. 3119 mets the view of the Veterans'
Administration with respect to iier.es.ary amendments to the Vocational Reha-
bilitation Act, Public Law 16, Seventy-eight Congress, or title II of dhe Service-
nmen's Readjustment Act. Our views in that respect are expressed in the proposed
report on 1I. R. "3119 andthe amendments to the said bill which accoml.allied the
report.

The Vocational Act does not permit the approval ef a course in PxC.Css of 4 years
and it has been found there are nuinerous appretiticesh;p courses which require
more than 4 years even though the actual training might not exceed that limit-
Too, there are certain professional courses which cannot be completed in 4 years-
In view of the need of profossional'y trained persons and the lag in such training
that has been occasioned by the war period, it seemed desirable to afford some
leeway in this respect.

It has also been urged that the rates of training paid are insufficient under
existing costs of housing and other living expenses. This has also been urged
with respect to the maintenance allowance under the educational provisions
of the Readjustment Act. It was intended to make attractive the rehabilitation
of handicapped veterans, while on the other hand, the view prevailed that educa-
tion or training under the Readjustment Act should not be made too attractive
from the standpoint of remuneration. There is much to be said for your sugges-
that a flat amount be provided in each instance with an additional amount for
dependents and permitting the veteran also to receive whatever pension or other
benefit he may b2 entitled to. In some instances, however, this would reduce
the amount received by persons in training under Public Law 16 and in others
it would increase the amount. The cases which would be benefited would be
those receiving large payments uf pension or of retirement pay which might extend
to as much as $300 per month. However, this is possible at present under
the Readjustment Act, there being no maximum limitation. I feel such a pro-
vision could be justified and I am willing to advocate it to the congressional
committees if you think desirable.

From your comment on the suggestion to remove the distinction that now
exists between veterans under 25 and those over 25 at the time of entering
the service, I wonder if you have fully appreciated the purpose of the sugestion
as explained in the proposed report on H. R. 3119. It is true that in the genesis
of the education provisions (if the Readjustment Act the intent was expressed
to restore educational opportunities lost by entrance into the active military
service. The proviso with respect to 25 years of age established only a rule
of evidence for the purpose of enabling those under that age readily to establish
that their education was interrupted. The difficulty is that those over that age,
even though having the intent and desire to continue their education when
they can afford to, cannot submit any very concrete evidence of such fact.
This proviso, therefore, has been very unpopular in that the older veterans insist
it is discriminatory. Experience does not show that there is a great proportion
of those over 25 who desire extensive additional education benefits but they do
feel that thqy are discriminated against in that they gave as much time out of
their lives as did those who were younger. But the real purpose of the suggested
amendment was to shorten the average period of training rather than to throw
it wide open. If you will consider carefully the amendment proposed to para-
graph 2. you will see that period of training, instead of being equal to the
period of service plus 1 year, would be "for such lesser time as may be required
for the course or program of education or training chosen." This again should
be considered in connection with the proposals respecting the short intensive
courses. Under the act as it exists at the present time, a veteran with 4 years
eligibility cou'd take as many of such courses as he van crowd into 4 years.
Under the amendment he would be restricted to the time necessary to complete
the program elected. Of course, the right in the Administrator to authorize
change of courses for good cause shoWn would be retained. It is the opinion of
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the Vtterins' Administration that these provisions would be lore worknble
than those of the l1",ihtso not.

In At'llleetionl with the lt'i't Intell.ive cOti' Irl l o1 vorreslondenve collMes, I
would like again to In'ite your attention particularly to the amendments pro-
psed by the 'vtelr8a1-4' Adiitilistrat ionl to sw('timi .%. H. R. 3l11. These would leave
the applinwal of the institution to the State is provided in the present act but
would give the Administr:ntor authority to 'cotrauc with such approved instn -
tions for satisfavtory courses at agreed rates. Vhile, of cOurse, this Involves
some adminitrative diffliultles, it is believed far more desirable than to throw
the-mviIter wide open a:I wonl he done by the llousw-'pproved H. It. 3749.

Particular note has been taken of your comment respecting the payment of
additional tuition. I ami sure you realize that that is authorized In the present
law. The underlying bases and riasons are set out In Administrator's Decision
.80, copy of which is enclosed. The intent of the act was not to provide a State
subsidy for education, although it is diffleult to sell this idea to some State of-
ficials. but rather to provide that the increased (ost due to the Federal program
would be borne by the Federal Government rather than by the States. It was
acsumed, of course, that each State would bear its normal burden. It will be
realized, however, that there is a tremendous backlog of persons who would have
progress sed normally through the school system but for the intervention of the
war period. This has not been a total saving to the States or even what might be
determined a deferred expenditure. Doubtless, If the Federal Government pays
tht expenses together with maintenance allowance, there will be many more than
the normal number seeking educational advantages. It was the intent of the act
for the Federal Government to take up this additional expense.

While it is difficult to express in statutory language, it is believed that the
formula proposed in section 6, H. R. 3119, would be more reasonable than the
one contained in the present law. The Veterans' Administration originally rec-
ommended a provision similar to that contained in section 2 of Public Law 16,
whereby the Administrator would be granted authority to contract for such
additional servicps as were found necessary to accomplish the Federal program.
Neither House (if Congress. however, would accept this suggestion. For your
information, it may be stated that there was the additional consideration that
because of the provisions of section 1505 veterans who did not desire to have any
charges set up against any possible future bonus would elect the State schools
with little or no tuition instead of the private or endowed institutions charging
tuition rates approximating at least the cost of instruction. I do agree, how-
ever. that it is not necessary to state that section 1505 will not be applicable. This
can well be left for consideration should the Congress later decide upon bonus
legisla i n. The above, however, is explanatory of what has heretofore been
considered. It appears that something should be done as great dissatisfaction
has arisen under the present language of paragraph 5, title II, of the Readjust-
ment Act. Specifically, that language is "That if any such institution has no
established tuition fee. or if its established tuition fee shall be found by the Ad-
minis!rator to be inadequate eompensalion to such institution for furnishing
such education or training, he is authorized to provide for the payment, with
respoet to any such person, of such fair and reasonable compensation as will not
exceed $.500 for an ordinary school year." If you have any alternative sugges-
tion which would adequately implement the Intent of the Congress to have the
Federal G,,vernment assume the additional cost of the Federal program, I would
be very glad to give consideration thereto.

It will be appreciated if I may have your advices at the earliest possible
moment, inasmuch as I have been requested, both by Senator Walter F. George,
chairman, Committee on Finance, United States Senate, and Senator Edwin 0.
Johnson, chairman, Veterans' Subcommittee of said committee, to supply reports
on these bills at the earliest possible moment in order that hearings may be
afforded many persons and organizations interested in such matters.

Respectfully,
OMAn N. BRADLEY,

General, UniteL tateo Army, Administrator.
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LexrCuTivF Oy 'l," (or THY IN'HI4IEJrNT,
BURiv.AU OF Tile BUMIJWr,

Wc Nhington 25, D. C., Heptcmber 14, 1!p5.

-Ge'n. OMAlt N. BRADLEY,
Administrator of Vcrans' Affairs,

V,.rrans' Administration, Washingtom 25, D. D '.

MlY ID)EAR (EGNVRJAi- BIL\DLI:Y: By his letter ,,f Jine 28, (;,'rnral lines fr.tn*

Jfitte(l two copies of a proposed report on H. R. 3119, Seventy-ninth Congress, a

bill to amend parts VII and VIII of Veterans Regulations No. 1 (a), as amended,

to liberailze and clarify vocational rehabUitation arid education and training laws
administered by the Veterans' Administration, and for ,,,lier purposes.

By his letter of July 2-1, General lines transmitted two copies ,f a report sub-
initt('el to the ',minmittee on World War Veterans' Legislatih on June "*-. 1946,
on 11. R. 3749, Seventy-ninth ( 'ongress, a bill to anim-nd the Servici-rnen's Read-
Justmeni Act of 1944, to provide for readjustment allowarct's for all veterans- of
\V,)rld \Var II, with copies of analysis of the bill and draft and explanation of
proposed amendments. The report was also furnished to Hon. Walter G-orge,
,liirman, Stenate ('ommittee ,i Finance, under date of July 19, 145. The louse
of Representatives subsequently passed H. R. 3749, without giving consideration
to the arnenduients proposed by General Hines.

In s udying thi proposed reports on these two bills, members of my staff have
raised questions on both the educational and loan guarantee provisions. The
attached memlrandun outlines the points of difficulty.

I would appreciate it very much if you would review the proposed reports on
these bills in the light of these comments arid advise me ,of your attitude toward
the two legislate ive proposals.

Ve-ry truly yours,
HAROLD D. SMITH, Director.

M F- MORA NDUM FOR THE DIitiKO TOR

Subet: Reports of Veterans' Administration on H. R. 3119 and H. R. 3749.

H. It. 311" niakes various changes in the veationti l rehabilitation and (;I th-
ration progranis of the Veterans' Administration. H. R. 3749 amends the GI
hill in siwveral particulars, especially the education and lean provisions. In
cmisic',ering the reports on the two bills it was deelued more zatisfartory to
.consider then together due to the overlapping found in the proposed changes in
tilhe educational program.
\V would first like to clarify the background against which our comments

ar' nimde. The announced purpose of Public Law :-46 was t ) pr video for the
readjustment to civilian life of returning veterans. ('insequently, we feel that
all proposed amendments should be considered in the light of their effectiveness
in accomplishing this purpose.

VOCATIONAL REHABILITATION AND EDUCATION

II. R. :;749 proposes to extend the period of time after discharge or the end
of the war iii which the veteran mnay commence his education from 2 to 4 years
and the period of time in which he may complete his education from 7 to 9
years. This is subject to some question on the grounds that long extension of
the educiton privilege would not serve to accelerate the veterans' adjustment.

Both H R. 3749 and H. R. 3119 provide for intensive courses of less than 30
weeks and for correspondence courses. The actual aid to the veteran by the use
(,f such intersive or correspondence courses would depend upon the quality of
such training. Many institutions offering intensive and correspondence courses
are not supervised, in any manner by State educational bodies, and the quality
ef ti e coursess is subject to serious question. It would seem that the burden

f approving such nonsupervised institutions, which would fall upon the Ad-
ministrator'of Veterans' Affairs, would be most dItlicult to carry on in a manner
affording adequate protection to the veteran.

I-1 R. 3749 proposes to increase the subsistence allowances under the GI
bill from $50 to $60 a month without dependents, and from $75 to $85 a month
witl ('ependents. H. R. 3119 proposes increases in the rates of pension payable
to veteran-, while receiving vocational rehabilitation. The present maximum is
'$82 and the proposal is for a new maximum of $115. The present law provides
.that the pension of those receiving vocational rehabilitation shall be increased

77877-45-7
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from i th rate nwrnl1:ilIA pa il t1 the n1:1 \ l1iti1 wh Ile 1iiidel'rgltig t he I r'lln IIg. \s.
.4 r-,eult , .-iich I rn lit i tg I s tiling inl l r l t 11 ( ve I1 0 1 Imse veti Tll ls \V h I la\'.' silf-
ferw l 1h lea-t dil hlili 1 111, 2 4. ,or :1) ljru l 1, hut nit pirtlcu larly altract vv,
to ihi,, ve,'ralis \l\,) ha\,l' sliff'ered lhe heavy dlsalilit, 7) p*,rc'eit, wti l up.
W\ie fit)' C o change In the \4K' o i lonal rebhiluilitit i " (r the ( 1I e'dlulctioll ly-
Il'nt -hould Ise m:1d without first ,'Iisidering the disabled veteran wi is ilost

il 144-d tif hieli. It wUl appear ll that the iayinent of n flat 1luhltional aitoillit
t41 all veltraiis ,eoi\ kilg vX-alitlil relhililitlt ll without changing the pension
pa aile foir di ability\ would be much more (liul able.

I[. l 3111. prl,,,sr, to reuinove the Ilist inction that no \N exists blltw n vet-
erans ifler 271 andt lthise over 25 ait the thne of entering selrvico. The' proseit
1:1\\ pr1 ide. that the full benefit of the educate loal provisions shild b, given
to those, w lso hlication was interrupted as a result i' service, bilt St ites that
:ill Nierai, inder 25 at tine )f entering service shall he presumed tt have suf-
femlre such anit interrupt ion. With the Iackground of readjustment in mind, it is
difficult to see what aid would be grauuviel to) the veteran by n change in the
present law. All those whose educa tion was Actually Intvrrupted are provided
f,or despite their age at the time of entering servi e. Furthermore, the present
lrivi-iin for 1 year's training for all veterans with 90 days of servict, should
enal-le hose wh,) have .,,nipleted their education, but whose duties in the arnied
forces wvi-,, snu. that reeducatii is now required, to place themselves on the
f,,otirig they vmdld hav- e gained had military service not intervened.

11. R. :119 riov i., ill se.t ion 6 that the Administrator of Veterans' Affairs may
provide fe'r the payment of additional tuition to institutions which can show
that their regular rat,,s are noit sufficient to pay for leaching costs and supplies
and also aniends se.imi 1505 of Public Law 346 which now provides that all
bettfits received by the v--teran from the education, loan, and readjustment
all(oN-nce prlograms shall be recorded at a central wdnt and the total of such
benefit- sh.ll be deducted from any future bonus. Section 1; of I-. R. 3119 pro-
vides that any aelditional tuition beyond the customary rates shall not be charged
to thp veteran ais provided in s".t ion 1505. We feel that both (f these proposals
:ire quite objectionable. It was not intended that Public Law 346 would operate
as a direct subsidy to, educational institutions. It would furthermore seem
u11wise to, coujt, t, ,-e any practice by educational institutions of charging more
tuition for ,vet-'ran, than for non veterans. Finally, even if such a practice were
to be :allowed. the justificatitn for it should be so well documented that there
could be rio reasi,, f,,r failing to charge the total cost to the veteran under
sect i,,on 15105 of Public Law 346.

GUARANTIES OF VETERANs' LOANS

The loan pirov\isions of II. R. 3749, as passed by the House, would completely
,overhaul the existing title Ill. notably by providing for automatic guaranties of
loaii- without any prior review, either by the Veterans' Administration or by
any other Government agency. Any lending institution established prior to
the act would be given full authority to determine on the basis of its own
apprai-.ls that the purchase price of the property to be financed does not exceed
its "reasmiNb~e nornual value" and that all other requirements of the law have
bee u met. We ,.icnur with G(e;nral Hines in opposing such a drastic change, since
it would alujos' completely remove the present protection for the Government
and the veteran by placing appraisal of the security and approval of the loan
entirely in the hands of the most interested party, the lender, without the usual
safeguards ari6ing from the- possibility of lo.1ses oin unwise loans.
The alternative an,-jidmnts sggested by General Hines include several

needed improvements. We are especially in sympathy with the apparent inten-
tion to, pr(oviele loan insurance on a pled arrangement, rather than solely through
individual loan review. and with the prcpisd limitation of the amount payable
on :.uch in:-urarice to 75 percent of the lender's loss o)r $2,000, whichever is less

in*,t.a,l o)f the present .-niiranty of all losses up to 50 percent of the loan, or
$2.'00).

The proposal to limit the purchase price toi "reasonable market value" instead
of the reas,,nable normal value coiitemplated in the present law, however, would
trake the app .jisal requiren,.t virtually imeaninigless. Alternatively, the loan,
rather than the purchase price., might possibly be limited to a reasonable normal
value, ctonservatively appraised. thus requiring the veteran to finance any excess
cist with his own funds. Such a requirement would be less inflationary and
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wOIl( 111 the vel'riin onl liot le' that the vidue, of Ills Iurch'o may psowibly
decline lliftl.

'Ill(' .uggemt(d lliIe'ndne'itm N%'oiiltl aio eliminate the- uw. opf the 1,oluing,

fill-III, 1llil bulillelm If.Ifding fgeIg liem to aid in pro(exsitig gilar t.Iiteedl I,;Jis. Al-
flio4iigl we h:iVe long oppwsld the present ,lup!i' at9 revi''w, we w-ritml1y qus tior,

Ihe wis, oii of this oitlion. Rather, it might be pr.'f,'r;ibli at thi-A tirr for the
Vetnrans' Ailininist ation to reconsider the possibility of v,'sting thse -pwi:alizws!
lending agencies with the fill responsibility of caring for ths- v,-teran in this
ail'tI, subject to gee&r li policies prescribed by the Adlministraftr ,,f Vett'ra,,s.
Affairs, 'I his arralgrneet would not only relieve the Vtferans' Admilistration
,if -I difficult operation, foreign to its previous ,,x[prienet'. but would a IS,

:Isure grialer efliciency and coordination in the loan programs for veteraris and
UO11Veter.aIls In these three important areas.

JULY 24, 1945.
The DIRECOR, BUREAU OF THE Buncrr,

Washington, D. C.
Sni: There are transmitted herewith two copies of a report submitted to the

Comlitt( (,it World War Veterans' Legislation on July 16, 1945. on H. R. 3749.
Severity-ninth Congress. A bill to amend the Servicemen's Readjustment Act of
1944 to provide for a readjustment allowance for all veterans of World War II,
with copies of analysis of the bill and draft and explanation of proposed amend-
ments.

This report was submitted to the committee without usual clearance through
your Office in conformity with Budget Circular No. A-19, dated August 1, 1944. in
view of information received that the committee had voted to report the bill with-
out amendment and the desirability of making available to) the committee the
results of the study made of this proposed legislation by the Veterans' Administra-
tion in the event the bill should be considered by the House of R-'lirt-entative
before its contemplated recess. The bill passed the House of Representativ,.s.
without amendment, July 18, 1945.

A copy of the letter of July 16, 1945, with enclosures was furnished Hon. Walter
F. George, chairman, Committee on Finance, July 19, 1945, as indicatedl by the
copy of letter enclosed.

Your advice is requested as to the relationship of the proposed legislation, and
amendments proposed by the Veterans' Administration, to the program of the
President.

Respectfully,
FRANK T. HiNEs, Administrator.

JULY 19, 1943.

Hon. WALTER F. GEORGE,

('hairmian, Committee on Finance,
United States Senatc, Washington, D. C.

My DEAR SENATOR GEORGE: I am informed that H. R. 3749 was passed by the
House of Representatives yesterday. Unquestionably it will be referred to your
committee and I trust that full opportunity will be granted for hearing the objec-
tions and suggestions of the Veterans' Administration and of the many organiza-
tions interested, particularly in the loan provisions of title III (if the S ,rvicemen 's
Readjustment Act of 1944. For your immediate information I am attachinz copy
of letter addressed to chairman of the Committee on World War Veterans' Legis-
lation, House of Representatives, on July 16, 1945, together with -Ii analysis of
and recommended aniendments to H. R. 3749, and a proposed substitute for title
III.

I believe it Is understood in all circles that title III, as passed by the House. is
wholly inadequate and that affecting amendments offered by the Veterans' Admin-
istration, if accepted by the Senate, will probably be accepted by the House. How-
ever, I feel that the matter is of such great importance that serious consideration
should be given to the proposed substitute in connection with the several bills
now pending before your committee.

Very truly yours,
FRANK T. HINES, Administrator.
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JULY 16, 1945.
1l1o. JOHN E. RANKIN,

C(ha irmnan. ('omnittccw on World War Vtrans' Legi8lation,
House of l6-pr'scntitir's. Washington, D. C.

My DEAR MR. RANKIN: This letter is in response to your letter of July 11,
1945. requesting report on H. R. 3749, Seventy-ninth Congress, a bill to amend
the Servicemen's Readjustment Act of 1944 to provide for a readjustment allow-
ance for all veterans of World War II. Inasmuch as I am informed that the
committee voted to report the bill without amendment, and that it may be desir-
able to have further information available should the bill be considered by the
House of Representativs before contemplated recess, I am forwarding this
report without souring the usual clearaince. A copy has been supplied the
Bureau of the Budget.

The careful study and analysis of the bill will, I am sure, lead to the conclusion
that its enactment without amendment would raise serious questions with respect
to its operation and effect. Among other things, it would repeal section 100 of
the Servicenen's Readjustment Act of 1944, as amended by Public Law 138,
Seventy-ninth Congress, nd it would likewise repeal amendment to section 502
of said act, :i.s amended by section 16, Public Law 98, Seventy-ninth Congress,
an act to amend the Fuderal Farm Loan Act, the Emergency Farm Mortgage
Act of 1!13), the Federal Farm Mortgage Corporation Act, the Servicemen's
Readjustment Act of 1944, and for other purposes. Further, the reenactment
of "several sections, such as sections 301. 302, and 70) containing specific limita-
tions, ant s(-etion lul containing an authorization for appropriation, would
raise scrions questi0n.s of intent.

Of mwre far-rcacliiiig voncern, however, is the proposed basic change in title III
respiecii1ig the gmuar:.ty of loans. The present act emphasizes two safegmarding
ftturv.s: First and foremost, the l;rotection of the veteran through prescribing
ihai l ,:ins may be guarant-ed ,ily if the purchase price of the property coicerni(l
d ies not e:ce-d a reasonable normal value as determined by proper appraisal ; and,
seco(.n, the safegu:arding of the G,,vtrnment through requiring that the fact of
meetii- the statutory conditions be determined by the Administrator under
pl()ptr re.gul:iliois and delegations of authority. The bill would delegate all
authority to the leiding agent, including the authority to determine the value
i'f the lrtp,.ity and that the statutory conditions are 1et. There would lie left
to the V'c.;erans' Administration only the authority and duty to pay resultant
losses, and the statute is not clear whether this shall be on a pro rata basis or
otherwise. Finally, the bill would repeal all of present title III without any
sperifi, provision safeguarding the contractual rights of those who have received
gua'a nlies thereunder.

There is attached an analysis of the bill showing the amendments which I
consider r nece-ssary to make it readily operable and to make clear tile intent.
There is somne question whether the act should be revised until further experience
shall have demonstrated deficiencies. However, if tile ('ongress reaches the
conclusion. as apparently the committee has, that title III should be amended in
a fundamental manner at this time, it would be my recommendation that there
be substituted for the present guaranty provisions of the act an outright insurance
plan, not dissimilar to those which have proved satisfactory respecting other
types of loans. I have therefore had prepared, and there is submitted here-
with, a proposed bill which, if enacted, would provide such an insurance plan,
would safeguard the guaranties already made, and would afford appropriate
administrative authority to carry out the purpose of the act.

I am ,.,nvinced. l(omever, that the matter is one which should receive most
careful consideration and if the committee has decided to make a radical change
in the mamner of handling l(ans to veterans, it is suggested that they give care-
ful consideration to the amendment suggested in tjhe attached draft of bill.

As stated, advice has not as yet been received from the Bureau of the Budget
as to the relationship of the proposed legislation to the program of the President.

Very truly yours,
FRANK T. HINES, Ad ininistra tor.

ANALYSIS OF AND RECOMMENDED AMENDMENTS TO H. R. 3749

Section 100 reenacts same section of Public Law 346, Seventy-eighth Congress,
thereby repealing said section as amended by Public Law 138, Seventy-ninth
4?ongress. It is recommended that the bill be amended so as to preserve the latter
enactment.
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Section 101 reenacts same section as Public Law 346, Seventy-eighth COngress.
It should be made clear that in so doing it does not authorize another appropri-
ation of $500,000,000 for the purpose of constructing hospital facilities.

Section 102 reenacts the same section without amendment.
Section 103 reenacts the same section without amendment.
Section 104 reenacts the same section of the act with an amendment taken

from another bill pending before the committee--H. R. 3522. It is recommended
that this amendment be left in its original context.

Section 200 reenacts the same section without amendment.
Section 300 reenacts the same section without amendment.
Section 301 reenacts the same section without amendment. This section con-

tains a time limitation and it should be made clear whether its reenactment is
intended to extend the 15-year period during which the person may file applica-
tion for revision of discharge.

Section 302 reenacted with an amendinent to authorize a Board of Medical
Survey. The statement above with respect to the time limitation in section 301,
is applicable also to this section.

Under title II, section 400 (b), part VIII, paragraph 1, is reenacted with
amendment to paragraph 1, changing the 2-year limitation to 4 years, and the
7-year limitation to 9 years.

Section 400 (b), part VIII, paragraph 2, is reenacted without amendment.
It is recommended that the word "instruction", occurring in lines 17, 18, and 20,
page 13, be changed to "eligibility", as obviously the period referred to is that
of eligibility.

Section 400 (b), part VIII, paragraph 3, is reenacted with an amendment con-
sisting in subparagraph (b), providing for short intensive courses under con-
tract with approval institutions with authority for paying more than the pro
rata customary charges but limiting the period of education or training accord-
ingly.

Section 400 (b), part VIII, paragraph 4, is reenacted without amendment.
Section 400 (b), part VIII, paragraph 5, is reenacted with an amendment

including c4rrespondence courses.
Section 400 (b), part VIII, paragraph 6, is reenacted with amendments making

clear that subsistence allowances shall not be paid for enrollment in corre-
slim(idence course and changing the amount of subsistence payments from $50 to
$60 for one without dependent or dependents, and from $75 to $85 for one with a
dependent or dependents. It is recommended that there be added the following:
"The increased rates provided in this paragraph shall be effective from and after
the first day of the first calendar month subsequent to the approval of this Act."
This would avoid administrative difficulty.

Section 41 0 (1b), part VIII, paragraph 7, is reenacted without amendment.
Section 40() (b), part VIII, paragraph 8, is reenacted without amendment.
S,l ion 400 (b), part VIII, paragraph 9, is reenacted without aMendment.
Section 400 ()), part VIII, paragraph 10, is reenacted without amendment.
Section 400 (b), part VIII, paragraph 11, is reenacted with an amendment to

include correspondence schools.
Section 400 (b), part VIII, paragraph 12, is added for the purpose of clarifying

method of payment for correspondence-school courses. It is recommended that
there be added, after striking the pei'iod at the end, "in accordance with the per-
centage of lessons completed: Prorided, That the provisions of paragraph 5 shall
not apply to correspondence courses, that one-fourth of the elapsed .time in fol-
lowing such course shall be charged against the veteran's period W eligibility,
and that the total amount payable for a correspondence course or courses for any
veteran shall not exceed $500." Without some similar amendment, it. would be
difficult, if not impossible, to interpret the provision.

Section 400 (b), part VIII, paragraph 13, is added for the purpose of confining
correspondence courses to those correspondence schools in existence upon the
date of approval of this amendatory act. For the purpose of clarification, it is
r cimmended that the word "amendatory" be inserted before the word "Act".

Section 401 is reenacted without amendment.
Section 402 is reenacted without amendment.
Section 403 is reenacted without amendment.
Under title III, sections 500 to 505, inclusive, constitute a complete revision of

the present law. Essentially, the eligibility and objectives are retained, but
the question arises whether by the repeal of any section there is an intent to
affect any contract made under the law as It existed prior to the amendment.

Section 500 reenacts the eligibility provisions of the present law but extends
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the time within which application for loan may be made from 2 years to 6 years.
It further provides that the application may be approved by the lending agency
rather than by the Administrator of Veterans' Affairs and that in such event
the lender is automatically guaranteed 50 percent of the loan by the Adminis-
trator of Veterans' Affairs, the act being the guaranty. A proviso limits the
amount which may be thus guaranteed to not to exceed an aggregate of $2,000,
thereby insuring that no loan in excess of $4,000 may be so guaranteed. Interest
on the part guaranteed is payable by the Veterans' Administration for the first
year. The present act contemplates and authorizes loans to 100 percent of the
purchase price of the real estate or personal property involved. The amend-
ment contains no such provision, but instead provides that such loans may be
in any amount which may be agreed upon by the lender and the veteran.

Subsections (b) and (c) of section 500 are reenacted with formal changes to
eliminate reference to guaranty by the Administrator of Veterans' Affairs, and
the provision in subsection (b) of the present law is transferred to section 505.
The last sentence of subsection (c) of section 500 of Public Law 346, Seventy-
eighth Congress, specifying eligible lenders, is repealed, and a somewhat different
provision is contained in section 501.

Section 501 (a) provides that an honorable discharge shall constitute a certifi-
cate of eligibility for a guaranteed loan. Other persons eligible under the law
vould be required to secure a certificate of eligibility from the Administrator of

Veterans' Affairs. The language employed, however, is subject to interpretation.
For clarification purposes, it is recommended that there he substituted for the
second sentence, lines 7 to 10, inclusive, page 22, the following: "Any veteran dis-
charged or released from active service without receiving an honorable discharge
may apply to the Administrator of Veterans' Affairs for a certificate of eligibility
% which shall be -ranted in accordance with the provisions of applicable law, in-
eluding sections 300 and 1503 of this Act." The section provides specific procedure
which eliminates any necessity for prior approval of the loan by the Administra-
tor of Veterans' Affairs. It specifies that loans may be made by any Federal
Reserve bank, National bank, State bank, private bank, building and loan asso-
ciation, insurance company, or mortgage and loan company established prior to the
date of this act and any other lending institution or any person approved by the
Administrator. It is recommended that in line 19, page 22, after the word "Re-
serve", there be added the word "member".

A committee amendment has been proposed, it appears, to permit banks to lend
up to the full value of the property notwithstanding legal or regulatory restric-
tions in other act., and also to permit amortized loans in excess of the period now
limited in the National Banking Act. It is questionable whether the intent and
effect is clear.

Section 502 is a reenactment of section 501 of Public Law 346, Seventy-Eighth
Congress, with the following amendments: In line 4, page 23, of the bill, provision
is made for determination by the lender instead of by the Administrator as to
whether the loan is eligible for guaranty under the law. In lines 18 and 19, page
23, "to be determined by the lender's appraisal" is substituted for "reasonable
normal value as determined by proper appraisal". This abandons any adequate
safeguard to the veteran.

Section 503 of the bill reenacts section 502 of the law with similar changes, and
section 504 re-nncts section 503 with parallel changes. It is recommended that in
.section 503, line 11, page 24, after the word "machinery", there be added the word
"supplies" and, in the same line after the word "in", add the word "constructing".
The reenae*d section -,03 does not retain the amendment enacted by section 16,
Public Law .98. S,'v(iity-ninth Congress. In line 7. page 25, after the word "ma-
chinery" add the word "merchandise" and, in the same line after the word "tools",
add "constucting. altering or repairing, any property to be usad In connection
therewith",. The effect of these amendments would be to broaden the basis for
loans in connection with farming so as to include seed. fertilizer, and other neces-
sary supplies, and also with respect to constructing necessary buildings, repairing
or altering existing buildings; and in connection with business loans to add loans
for the purpose of purchasing merchandi-c or inventory, as well as for construct-
ing. altering, or repairing property to be used in connection with a bona fide busi-
DUss iin1dert;,akine.

Section 504 of the act. affording to the Administrator authority to approve
loans and to make regulations with respect thereto, is repealed, and no authority
to issue necessary regulations is contained in the bill.

Section 505 of the act is repealed, including a subsection (a) thereof, which
authorized the guaranteeing of loans secondary to loans made, insured, or
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guaranteed by any governmental agency, and subsection (b), which made
eligible veterans also eligible for loans under the Bankhead-Jones Farm Tenant
Act. However, there is nothing in the bill which would preclude a veteran
securing a loan from or insured or guaranteed by any other governmental agency,
such as the Federal Housing Administration, the Farm Security Administration,
the Reconstruction Finance Corporation, or the Smaller War Plants Corpora-
tion; nor are loans under the bill restricted to those secured by first, or any
specified type of, liens.

Section 505 is new legislation and provides that liability under the guaranty
shall not be paid until the deficiency is ultimately determined, whereas under
the present law the guaranty is immediately payable upon default, subject to
possible later reimbursement in whole or in part, dependent. upon amount re-
alized in liquidation. The section contains a proviso authorizing the Adminis-
trator alternatively and at his own option to pay the holder of the obligation
the unpaid balance of the loan, plus accrued interest, and to accept an assign-
inent of the loan and the security therefor. It is not clear whether the loss
is shared pro-rata or whether the Government bears the entire loss to the full
amount of the guaranty. To make this clear, it is recommended that on page
26, line 6. after the word "the", insert "pro rata part of the net"; page 26, line 13,
strike "Veterans Administration" and insert in lieu thereof "United States,
accept title, or otherwise make such adjustment as he may determine in the best
interest of the veteran, or his dependents, and of the United States". The first
insertion would make clear the intent that the contract is one of indemnification
rather than a guaranty, and on a pro rata basis as to loss; the second would
authorize broader power in the Administrator acting for the United States, to
adjust claims.

It is also recommended, in order to afford authority for the Administrator
to carry out the provisions of this title, give regular acquittances, etc., that the
following be added as section 506:

"SEC. 506. (a) With respect to matters arising by reason of this title as
enacted in Public Law 346, Seventy-eighth Congress, and as hereby amended,
the Administrator shall be authorized to sue and be sued in his official capacity
in any court of competent jurisdiction, State or Federal. He shall also have
the authority in his discretion-

"1. To pay or compromise any claims on, or arising because of guaranty
contract; and

"2. To pay, compromise. waive, or release any right, title, claim, lien,
or demand, however acquired, including any right of redemption; and

"3. In the name of the United States of America upon such terms as he
determines to be reasonable to take title to property of any kind, and sell
at public or private sale, exchange, assign, convey, or otherwise dispose
of any such property in the name of the United States of America; and

"4. To maintain, renovate, repair, modernize, .lease, or otherwise deal
with any property acquired or held in accordance with this title.

"(b) The foregoing powers may be exercised by the Administrator without
regard to any other provisions of law governing the expenditure of public funds
not enacted expressly in limitation thereof."

Since the amended title IHI specifies no effective date, and contains no saving
clause, it is recommended there be added an additional section, as follows:

"SEC. 507. This title as amended shall be effective from the date of its approval:
Provided, That any guaranty approved on any application filed prior to the 1st
day of the first calendar month subsequent to the approval of this amendatory
Act shall be and remaili subject to the provisions of title III, Public Law: 316,
Seventy-eighth Congress, and that the repeal or amendment of such title hereby
shall not affect any contractual right, title, interest, power, or liability there-
under."

Further, it is recommended that authority to issue necessary administrative
regulations be restored by adding the following section:

"SEc. 508. The Administrator shall issue regulations, consistent with provi-
sions of this Act, necessary to carry out administratively the provisions of this
title."

Title IV, chapter VI, Employment of veterans, sections 600 to 607, inclusive,
constitute a reenactment of the present law.

Title V, chapters 7 to 14, inclusive, sections 700 to 1400, inclusive, constitute
a reenactment of the present law. It should be made clear whether the reenact-
ment of section 700 provides an effective date other than that provided by the
-nactment of the original act.
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In title VI. sections 15(M) to) 1505 constitute reenactment oif the present law-
Section 1506 is new. Subsectim (a) thereof provides that any proposed

regulations or order to carry out the purposes of this act, other than inter-
agency administrative rules or orders or interagency rules governing relations
with other governmental agencies, shall, before becoming effective, be sub-
mitted to the Committee on Finance of the Senate and to the Committee on
World War Velerans' Legislation of the House 4f Relwesentatives. If neither
committee nts within 15 days the rule or order woild become effective. If ap-
proved by either committee it would become effective immediately upon such
approval, and if disapproved by either committee it would mot be issued. The
pr ,viso is to the effect that in the event of conflicting committee actions-the
earlier acti,,il shall govern. Subsert ion (b) authorizes the said committees (or
any duly authorized subcommittees thereof to sit and act during the sessions,
recesses, and adjournments (if congress . Subsection (c) makes this section
effective from the date of its approval. It is recommended that the proviso be-
eliminated as 114i executive would desire to act in defiance of a committee
disapproval.

PROPOSED AMENDMENT TO TITLE M, PUBIC LAW 346, sEVENTY-EIGHTH CONGRESS

SEc. 506. (a) Any l(,an or advance of credit to an eligible veteran by a State
,,r federally supervised hank, trust company, insurance company, personal credit
company, savings ;ind loan association, or similar credit institution for the pur-
poses described herein may be insured against loss by the Administrator of
Veterans' Affairs provided that the amount payable on any such insurance shall
not exceed 75 percent of the net lss.incurred by the lender nor 75 percent oif the
original amount of the loan or credit, and the aggregate amount of insurance so.
issued for the benefit of any one veteran shall not obligate the Administrator-
to pay losses in excess of $2,000.

(b) such insurance shall le issued on application made before or within,
thirty days after the obligation is incurred, and within two years after separa-
tion of the veteran borrower from the military or naval forces, or two years
after termination of the war, whichever is the later date, but in no event more
than five years after the termination of the war.

Si:o. 507. Any person who shall have served in the active military or naval'
services of the United States at any time on or after September 16, 1940, and"
prior to the termination (of the present war. and who shall have been discharged
,or released therefrom under conditions other than dishonorable after active
service of ninety days or more, or by reason of an injury or disability incurred in
service in line (,f duty, shall be an eligible veteran for the purposes of this title.

SEc. 508. The Administrator shall, on account of a veteran determined to be
eligible, issue such insurance upon the certification of the veteran and the lender
that the loian or advance of credit is made for one or more of the purposes speci-
fied herein and that it is qualified in all other respects for such insurance within
the terms (If this title and the regulations issued hereunder.

SEC..50'1. (a) Any loan r )credit insured hereunder for any (of the purposes
specified herein shall not bear a rate of interest in excess of 4 per centum per
antum arnl( shall be payable in full in not more than twenty years, except that
!,:ins o(r advaices (if credit for the purchase (If personal property under sections
513 (b) ,-r 51:1 (c) here ff shall bear interest at a rate not in excess of 5 per centum
per annum and sh:ill have a maturity of not more than 5 years.

(b) Insurance may be issued on loans or advances (if credit secured by junior
liens prnvidyd the obligations secured by the prior liens do not carry an interest
rate in excess of that prescribed herein for insured obligations.

(c) "Interest" means the compensation n fixed by law, or by the parties to a
Contract, for the use (or detention of, or forebearance with respect to money,
irresp'etive of the name applied to such compensation. Interest may be com-
puted in accord with a practice customary in the locality in wlich the loan Is,
made.

d) The terms and conditions of any insured loan or credit shall otherwise
accrd with thise customary in the locality in which the loan or credit is made,
and the lender shall require such form of sectirity as is customarily required in
its Iocality In relation t,, the particular typI of loan, and may release or permit
the exchange or substitution of any palt of such security in accordance with the
ordinary practices of lending in the locality.

(e) Any transfer or conveyance within one year of the date of acquisition,
of title to any property acquired with the proceeds of a loan or advance of credit
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insured hereunder, except personal property acquired for reprocessing or resale,
shall mature the entire obligation, ex.ept when consented to in advance by the
Administrator.

SP:c. 510. The Administrator shall reserve the r~ght to examine the records of
any lending institution pertinent to loans or advances of credit insured here-
under, and may for good cause disqualify any such institution for the issuance of
further insurance.

Sx. 511. The Administrator is authorized to promulgate such rules and regu-
lations as he may deem necessary and appropriate for carrying out the provisions
,of this title, and may require the insured, before exercising nny right arising by
reason of the default of the borrower, toi give the Administrator thirty days notice
of its intention to do so, subject to such exemptions as the Administrator may
authorize. The Administrator is authorized to take any steps he may deem
necessary following a default to protect or save the equity of the borrower, or
purposed to reduce the prospective loss of the insurer, including the right to
bid in at foreclosure sale or to refinance the delinquent obligation, and shall in
connection with payment of any indebtedness or loss thereon be fully subro-
gated to the rights of the lender.

Sw. 512. (a) With respect to matters arising by reason of this title, as enacted
in Public, 346 and as hereby amended, the Administrator shall be authorizd to
sue and be sued in his official capacity in any court of competent jurisdiction,
State or Federal. He shall also have the authority in his discretion:

1. To pay or compromise any claims on arising because of an insurance
or guaranty contract; and

2. To pay, compromise, waive, m- release any right, title, claim, lien, or
dlemanind, however acq nlred, including any right of redemption: and

3. In the name of the United States of America, upon such terms as he
determines to be reasonable, to take title to property of any kind, and sell
at public or private sale, exchange, assign, convey, or otherwise dispose of
any such property in the name of the United States of America; and

4. To maintain, renovate, repair, modernize, lease, or otherwise deal with
any property acquired or held in accordance with this title.

(b) The foregoing powers may be exercised by the Administrator without
regard to any other provisions of law governing the expenditure of public funds
not enacted expressly in limitation hereof.

SEC. 513. An application for insurance under the provisions of this title must
establish and certify that the loan or advance of credit described therein is made
for one of the following purposes:

a.) For the purchase, construction, repair, alteration, modernization, or im-
provement of property occupied or to he used by the veteran as a home; and that

(1) The purchase price or cost bear a proper relation to the veteran's
present and anticipated income and expenses,

(2) Tie purchase price or cost paid or to be paid by the veteran for such
property or purpose does not exceed the reasonable market value thereof.

(b) For the purchase, construction, alteration or improvement of any farm
house, buildings or equipment to be used by the veteran in Iiona file farming
operations con(lucted by him, including the purchase of land, machinery, tools,
supplies, or livestock to be so used; and that

(1) Such property will be useful in and reasonably necessary for ef-
ficientlv conducting such operation, :nd that such o(,pration will constitute
his major occupation,

(2) The ability and experience of the veteran, and the nature oif the pro-
posed farming operations to be conducted by him, are such that there is a
reasonable likelihood that such operations wvill be successful,

(3) The purchase, price or c(st paid or to be paid by the veteran fow such
property or purpose does not exceed the reasonable market value thereof.

(c) For the purchase, construction, repair, alteration, modernization, ot" im-
provement of any property, machinery, tools or equipment to be used by the
veteran in a bona fide business to be 4)peratd by hini individually or in the
management of which he slll be entithld actively to participate, irrespective of
whether the veteran's ownership is vested in him as an individual, o)r is in the
form of capital. stock or partnership share; or for making available credit by
which the veteran engaging in such business may be provided with supplies, in-
ventory, merchandise, or working capital adequate to enable him to, start or
continue such business, and that-

(1) Such property will be useful in and reasonably necessary for the ef-
ficient and successful pursuit of such occupation, and that such business
will constitute his major occupation,
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(2) The ability and experience of the veteran, and the conditions under
which he proposes to pursue such occupation, are such that there is a rea-
sonable likelihood that he will be successful in the pursuit of such occupa-
tion, 0

(3) The purchase price or cost paid or to be paid by the veteran for
such property or purposes does not exceed the reasonable market value-
thereof.

(d) For the refinancing of existing indebtedness on property owned by an
eligible veteran and used by him for home, farming or business purposes.

SEc. 514. The term "reasonable market value" as used herein, shall mean,
the price the property would ordinarily bring or the transaction would ordinarily
cost in a contact between a willing and well-informed buyer and a willing
and well informed seller, both acting free from necessity.

SEC. 515. These sections, 506 through 515, shall become effective the first day
of the third month following the date of enactment and the Administrator
shall issue no guaranties under sections 500 through 505 of this title on any
application filed on or after such date.

VETERANS' ADMINISTRATION DRAFT

[Omit the part printed In black brackets and insert the part printed in italics]

TITLE III-LoANs FOR MHE PURCHASE OR CONSTRUCTION OF HOMES, FARMS, AN]>
BUSINESS PROPERTY

CHAPTER V-GENERAL PROVISIONS FOR LOANS

SEC. 500. (a) Any person who shall have served in the active military or
naval service of the United States at any time on or after September 16, 1940,
and prior to the termination of the present war and who shall have been dis-
charged or released therefrom under conditions other than dishonorable after
active servi('e of ninety days or more, or by reason of an injury or disability
incurred in service in line of duty, shall he eligible for the benefits of this title.
Any such veteran may apply within [two] ten years after [separation from the
military or naval forces, or two years after termination of the war, whichever is-
the later date, but in no event more than five years after] the termination of
the war, to the Administrator of Veterans' Affairs for the guaranty by the Ad-
miniistrator of not to exceed 50 per centum of a loan or loans for any of the
purposes specified in sections 501, 502, and 503: Proridcd, That the aggregate
amount guaranteed shall not exceed $2,000. If the Administrator finds that the
-veteran is eligible for the benefits of this title and that the loan applied for
alp)ears practicable, the Administrator shall guarantee the payment of the part
thereof as set forth in this title.

(I) [Interest for the first year on that part of the loan guaranteed by the
Administrator shall he paid by the Administrator out of available appropria-
tioDn.] An amount equiralcnt to 4 per centre on the amount originally guar-
ant1,c d shall be paid to the lender by the Adniini.trafor out of arailabih appro-
priations for credit upon. the loan. at the time the loan is closed. No security
for the guaranty of a loan shall he required except the right to be subrogated to
the lien rights of the holder of the obligation which is guaranteed: Prorided,
That pursuant to regulations to be issued by the Administrator the mortgagor
and nmortgagee shall agree that before beginning foreclosure proceedings for
defzjult in payment of principal or interest due, the Administrator shall have
at least thirty days' notice with the option of bidding int the property on fore-
closure or of refinancing the loan with any other agency or by any other means
available.

(c) L,,ans guaranteed by the Administrator under this title shall be payable
under such term. and conditions as may be approved by the Administrator:
Provided, That the liability under the guaranty, within the limitations of this
title, sill decrea.w or increase pro rata with any decrease or increase of the-
amount of the unpaid portion of the obligation: Provided further, That loans
guaranteed by the Administrator shall bear interest at a rate not exceeding 4
per centum per annum and shall be payable in full in not more than twenty years
or in thc' case of loans on faiin realty, in not more than year. The Ad
ministrat(,r is authorized and directed to guarantee loans to veterans subject to,
the provisions of this title on approved applications made to persons, firms, asgo-
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citations, and corporations and to governmental agencies and corporations, either
State or Federal. Any loan, at least 20 per centum of which is guaranteed by
the Administrator under this title, may be made by any national bank for
federal saving and loan association; or by any bank, trust company, building and
loan association, or insurance company, organized or authorized to do business in
the District of Columbia; with respect to: (1) Ratio of a nount of loan to value
of the property, (2) maturity of loan, (3) requirement for mortgage or other
security, or (1I)--if guaranteed in full-dignity of liens, without regard to the
timitations and restrictions of any other statute or regulation.

PURCHASE OR CONSTRUCTION OF HOMES

SEC. 501. (a) Any application made by a veteran under this title for the
guaranty of a loan to be used in purchasing residential property or in construc-
ing a dwelling on unimproved property owned by him to be occupied as his home
may be approved by the Administrator of Veterans' Affairs if he finds-

(1) that the proceeds of such loans will be used for payment for such
property to be purchased or constructed by the veteran;

(2) that the contemplated terms of payment required in any mortgage
to be given in part payment of the purchase price or the construction cost bear
a proper relation to the veterans' present and anticipated incom- and ex-
penses; and that the nature and condition of the property is such as to be
suitable for dwelling purposes; and

(3) [that the purchase price paid or to be paid by the veteran for such
property or the construction cost, including the value of the unimproved
lot, does not exceed the reasonable normal value thereof as determined by
proper appraisal.] that the amount of a loan covering all or part of the
purchase price paid or to be paid by the veteran for such property does not
exceed the reasonable normal value thereof as determined by proper ap-
praisal, and that the amount of a loan for construction, repairs, alterations,
or itnprovement8 does not exceed the amount so appraised to be the reason-
able cost thereof; provided that no loan shall be guaranteed under the
provisions of this section where the veteran is to pay in cash or its equivalent
an amount in excess of 10 per centum of the reasonable normal value of
the property being acquired, or of the reasonable cost of improvements, or
where such excess has not been fully paid and discharged prior to the closing
of the loan.

(b) Any application for the guaranty of a loan under this section for the
purpose of making repairs, alterations, or improvements in, [or paying delin-
quent indebtedness, taxes, or special assessments on,] residential property owned
-by the veteran and used by him as his home, may be approved by the Admin-
istrator if he finds that the proceeds of such loan will be used for such purpose
or purposes.

(c) No first mortgage shall be ineligible for insurance under the N'ational
Housing Act, as amended, by reason of any loan guaranteed under this title,
or by reason of any secondary lien upon the property involved securing such loan.

PURCHASE OF FARMS AND FARM EQUIPMENT

SEC. 502. Any application to be made under this title for the guaranty of a
loan to be used in purchasing any land, buildings, livestock, equipment, (ma-
chinery,] supplies or implements, or in repairing, altering, constructing or im-
proving any land, [buildings or] equipment or buildings, including the farm-
house, to be used in farming operations conducted by the applicant involving
production in excess of his owrn needs or for working capital requirements neces-
sary for such operations, or to purchase stock In a cooperative association where
the purchase of such stock is required by Federal statute as an incident to ob-
taining a loan on which a guaranty is sought, may be approved by the Admin-
istrator of Veterans' Affairs if he finds-

(1) that the proceeds of such loan will be used [in payment for real or
personal property purchased or to be purchased by the veteran, or for repairing,
altering, or improving any buildings or equipment, to be used in] for any such
purposes in connection with bona fide farming operations conducted by ('him]
the applicant;

(2) that such property will be useful in and reasonably necessary for efficiently
conducting such operations;
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(3) that the ability and experience of the veteran, and the nature of the
proposed farming operations to be conducted by him, are such that there is a
reasonable likelihood that such operations will be successful; arid

(4) Lthat the purchase price paid or to be paid by the veteran for such property
(loes not exceed the reasonable normal value thereof as determined by proper
appraisal] that the amount of a loan corering all or part of the purchase price
paid or to be paid by the veteran for such property does not exceed the reason-
able normal value thereof as determined by proper appraisal, and that the
amount of a loan for construction, repairs. alterations, or improvements does
not exceed the amount so appraised to be the reasonable cost thereof; provided
that no loan shall be guaranteed under the provisions of this section where the
r( teran is to pa! in Cash or iIS Cquiiralcnt an amount in excess of 10 per cntur
of the reasonable normal ralue of the property being acquired, ar of the rea.,on-
able cost of improveinents. or where such excess has not been fully paid and
discharged prior to the closing of the loan.

PURCHASE OF BUSINESS PROPERTY

SEC. 503. Any application made under this title for the guaranty of a loan
ft) be used in purchasing any business] the proceeds of which are to be used
for the purpose of engaging in business or for the purpose of pursuing a gainful
occupation, whether tull time or part time. or for the cost of acquiring for such
purpose land, buildings, supplies, equipment, machinery, tools, inrentory, stock
in trade. or for the cost of construction, repair, alteration, or improrement of
any realty or equipment used for such purpose, or to provide the funds needed
for working capital, [to be used by the applicant in pursuing a gainful occupa-
tion (other than farining)] may be approved on a secured or unscured basis
by the Administrator of Veterans' Affairs if he finds-

(1) that the proceeds of such loan will be used [for payment for real or personal
property purchased or to be purchased by the veteran and used by him in the]
for any of such, purposes in connection with bona fide pursuit of such business or
gainful occupation by the applicant;

(2) that such property will be useful in and reasonably necessary for the
efficient and successful pursuit of such occupation;

(3) that the ability and experience of the veteran, and the conditions under
which he proposes to pursue such occupation, are such that there is a reasonable
likelihood that he will be successful in the pursuit of such occupation; and

(4) [that the purchase price paid or to be paid by the veteran for such property
dovs not ex,.eed the reasonable normal value thereof as determined by proper
appraisal.] that the amount of a loan covering all or part of the purchase price
paid or to be paid by the veteran for such, property does not exceed th(' r'Iaonable
wwrmal ralue thereof as determined by proper appraisal, and that the amount
of a Va)t for construction, repairs, alterations, or improrements does not exceed
th( amount so appraised to be the reasonable cost thereof: Prorided, That no
loan shall be guaranteed under the provisions of this section where the veteran
is to pay in caash or its (quicalcn an. amount in ('xe..es of 10 per CeItun of the
r (isonable normal rtaluc of the property being acquired, or of the rrasonabh' cost
of irnprorcnnts, or irlihre suc/h (x(-'ss has not been fully paid and discharged
prior to the closing of the loan.

Si.-(. 5(04. The Administrator of Veterans' Affairs is authorized to promulgate
such rules and regulations as are deemed necessary and appropriate for carrying
out the provisions of this title, and may delegate to a subordinate employee
authority to appr ,v loans subject to the provisions of this title and the rules
proiulgared thereunder.

SEc. 505. (a) The Administrator shall designate such agency or agencies, if
any, as he finds equipped to determine whether the guaranty of loan should be
approved under this title. In any case wherein a prinepal loan, foir any of the
pur*poses stated in section 501, A,02, or 503, is approved by a Federal agency to be
m:'de or guaranteed or insured by it pursuant to applicable law and regulations,
and the veteran is in nced of a se.md loan to cover the remainder of the purchase
price (ir cost, or a part thereof, the Administrator, subject otherwise to the provi-
sions of this title, including the limitation of $2,000 on the total amount which
may be guaranteed, may guarantee the full amount of the second loan: Prorided,
That such secolud loan shall not exceed 20 per centum of the purchase price or
cost and that the rate of interest thereon shall not exceed that on the principal
loan by more than 1 per century: And prorided further, That regulations to be
proinulgated Jointly by the Adlninistrator and the head of such agency may pro-
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vide for servicing of both loans by such agency and for refinancing of the principal
loan to include any unpaid portion of the secondary loan with accrued interest,
if any, aftcr the curtailment thereon equals twice the amount of the secondary
loan.

(b) Any person who is found by the Administrator of Veterans' Affairs to be
a veteran eligible for the benefits of this title, as provided in sect ion 5110 hereof,
and who is found by the Secretary of Agriculture, by reason of his ability and
experience, including training as a vocational trainee, to be likely to carry out
successfully undertakings required of him under a loan which inay be made under
the Bankhead-Jones Farm Tenant Act, shall be eligible for the benefits of such
Act to the same extent as if he were a farm tenant.

,cc. 506. The Adininistrator may approve the guarantee of a loan purposed to
refinance any indebtedness of a rcteran which is secured of record on property
used or occupied by the veteran as a home or for farming purposes, or indbted-
ness incurred by him in the pursuit of a gainful occupation, or any delinquent
taxes or amsessments on such property or business, provided it i8 found that-

(1) such default or delinquency occurred not later than two years after
his separation from actirC 8ervice, and

(2) such refinancing will aid the reteran in his economic readjustment.
Sec. 507. (a) With respect to matters arising by reason of this title as now or

hereafter amended and, notwithstAunding the provisions of any other law, the
Administrator inay-

(U) Siw and be sued in his official capacity in any court of competent
jurisdiction, sVtate or Federal;

?) Subject to specific limitations in this Act, consent to the modification,
wifh respect to rate of interest, time of payment of principal or interest or
any portion thereof, security or other pro visions of any note, contract, mort-
gage, or any lien instrument, with respect to which a Loan Guaranty Ccrtif-
cat', or an Indemnity Contract, Ihas been issued;

(d) Pay, or compromise, any claim on, or arising because of, such ('ertif-
cate or Contract;

(4) Pay, compromise, waire, or release any right, title, claim, lien, or
demand, howcver acquired, including any equity or any right of redemption ;

(5) Purchase at any sale, public or private. upon such terms and for such
prices as he determines to be reasonable; and take title to property, real,
personal, or mixed; and similarly sell at public or prirate sale, exchange,
assign, convey, or otherwise dispose of any such property; and

(6) Complete, administer, operate, obtain and'pay for insurance on, and
maintain, renovate, repair, modcrnizc, lcasc, or otherisc deal with any
property acquired or held pursuant to this title:'Prol.ided, That the acqui-
sition, of any such property shall not depri-ie any ,State or political subdiri-
sion thereof of its civil or criminal jurisdiction of. on or orer such property
(including potwar to tax) or impair the rights under the State or local law
of any persons on such property.

(b) 7 he powers by this section granted may be exercised by the Adtministra-
tor without regard to any othcr provisions of lanu not enacted expressly in limita-
tion hereof, which otherwise would gocern the expenditure of public funds:
Provided, That Scc. 3709 of the Revised Statutes shall apply to any contract
for sere'ices or supplies on account of any property acquired pursuant to this
section if the amount of such contract exceeds $1,000.

(C) The financial transactions of the Administrator incident to, or arising out of
the guaranty of loans pursuant to this title and the acquisition, management, and
disposition of property, real, personal, or mixed as incident to such actiriti's
and pursuant to this section, and vouchers approved by the Administrator in
connection with such transactions shall be final and conclusive upon all officers
of the Gorernment.

SEC. 508. (a) Any loans which might be guaranteed under the provisions of see-
tions 501, 5;02, or 5 )3 hereof, when made or purchased by any financial institution
sllbjct to examination an(1 supervision by an agency of the United States or of
any State or Territory, including the District of Columbia, may, in lieu of such
guaranty, he insured by the Administrator under an agreement whereby he will
reimhursp any such institution for losses incurred on such loans up to 15 percent of
the aggregate of loans S(I made or purchased by it.

(h) Lmtns insured hereunder shall be made on such other terms, conditions, and
restrictions as the Administrator may prescribe within the limitations set forth
in this title. The Administrator may fi-: the mnxmum rate of interest payable on
arty elass of non-realestate loans insured hereunder at a figure not in excess of a 3-
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1ercentum discount rate or an equivalent straight interest rate on nonamortized
loans.

tc) The Administrator shall pay the same amount on each loan insured here-
under as he would be required to pay under the first sentence of section 500 (b)
hereof if the loan were guaranteed rather than insured.

Senator JOTINSON. Before we leave the present testimony on 500 (c),
which provides for an amendment to the banking laws, I would like to
put in the record a letter which Senator George received from Chester
Morrill, secretary to the Board of Governors of the Federal Reserve
System, on April 30, 1945. stating their position.

Without objection. I will place that letter in the record.
(The letter referred to, dated April 30, 1945, is as follows:)

BOARD OF GOVERNORS,
FEDEiRAL RESERVE SYSTEM,

Washington, April 30, 1945.
Hon. WALTER F. GFOROE,

Cha.irnian, Committee on Finance,
United State8 Senate, Washington., D. 0.

DZAR CHAIRMAN GEORGE: This will refer to your recent telephone conversation
with Governor Ransom at which time you asked that the Board of Governors
make a report to ymur committee ()n the bill S. 795, which would amend the
Servicemen's Readjustment Act of 1944 so as to enable national banks and
State banks and trust companies in the District of Columbia to make loans to
veterans to Ie guaranteed by the Administrator of Veterans' Affairs "without
regard to the limitations and restrictions of any other statute with respect to
The ratio of such loan to the appraised value of the property or with respect to
1he maturity of such loan."

We understand that the purpoIse of the bill is to relieve national banks of
the limitations and restrictions of section 24 of the Federal Reserve Act in the
making of real estate loans to veterans which are guaranteed by the Administrator
of VNterans' Affairs. For your convenient reference I am enclosing a copy of
the first paragp-gph of this section which is pertinent in this connection. This
section perinits a national bank to make a real estate loan for a term in excess
of 5 years only on condition that installment payments are sufficient to amortize
40 percent or more of the principal of the loan within a period of not more than
10 years. On the other hand, real estate loans guaranteed by the Administrator
(which if in excess of 5 years are required by regulation to be amortized) may
lawfully bp amortized over a period of 20 years but, under rulings of the Admin-
istratir, such loans, even with shorter maturities, must be amortized at a rate
sufficient to pay the entire amount of the loan within the life of the loan. Real
P-sIate loans made by national banks which are guaranteed by the Administrator
would thus have to he fully paid within 10 years, and under section 24 of the
Federal Reserve Act the amount of such loans could not exceed 60 percent of
the appraised valw- of the property. This means that national banks cannot
comIte with the many State banks and other financing institutions that are
not subject to such restrictions in the making of real estate loans guaranteed by
the Administrator.

In vie.w of this: situation, the Board favors the objective of the bill S. 795,
which is to, eliminate the competitive disadvantage under which national banks
are now placed in making real estate loins guaranteed by the Administrator.
There is ,i, reason why national banks should not have equal opportunity with
other banks in making such guaranteed loans to veterans. In this connection,
we understand that legislation has been or will be proposed in a number of
States to permit State institutions to make loans guaranteed by the Adinin-
istrator on a more liberal basis than is permissible under the present laws of
those States, and this will have the effect of increasing the disadvantage of
national banks as compared with State institutions in making loans to veterans.
However, the bill S. 795 is in the form of an amendment to the Servicemen's
Readju.stment Act of 1944, and since its effect is to modify section 24 of the
Federal Reserve Act, we feel that the bill should specifically amend section 24.
It would seem more appropriate that any exemption from the restricions of
section 24 should be dealt with directly in the provisions of that section rather
than in some other statute. This could be accomplished by striking out all
afterr the enacting clause and inserting the following in lieu thereof:
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"The third sentence of section 24 of the Federal Reserve Act, as aniendd,
is further amended by inserting after the words 'National Housing Act' at the
end of such sentence the following: 'or to real estate loans guaranteed in whole
or in part under the provisions of title III of the Servicemen's Readjustment
Act of 1944'."

In view of the fact that this legislation relates to national banks, copies of
this letter are being sent to Senator Wagner, chairman of the Banking and
Currency Committee of the Senate, and to Congressman Spence, chairman of
the Banking and Currency Committee of the House of Representatives. Also,
since I1. R. 2789 is identical with S. 795, we are sending a copy -of this letter
to Congressman Rankin, chairman of the House Committee on World War
Veterans' Legislation.

Very truly yours,
CHESTER MORRILL, Secretary.

SECTION 24. LOANS ON FARiM LANDS

1. REAL ESTATE LOANS BY NATIONAL BANKS

SEC. 24. Any national banking association may make real estate loans secured
by first liens upon improved real estate, including improved farm land and im-
proved business and residential properties. A loan secured by real estate within
the meaning of this section shall be in the form of an obligation or obligations
secured by mortgage, trust deed, or other such instrument upon real estate,
and any national banking association may purchase any obligation so secured
when the entire amount of such obligation is sold to the association. The amount
of any such loan hereafter made shall not exceed 50 per centum of the appraised
value of the real estate offered as security and no such loan shall be made for a
longer term than 5 years; except that (1) any such loan may be made in an
amount not to exceed 60 per centum of the appraised value of the real estate
offered as security and for a term not longer than 10 years if the loan is secured
by an amortized mortgage, deed of trust, or other such instrument under the
torms of which the installment payments are sufficient to amortize 40 per centum
or more of the principal of the loan within a period of not more than 10 years,
and (2) the foregoing limitations and restrictions shall not prevent the renewal
or extension (of loans heretofore made and shall not apply to the real estate loans
which are insured under the provisions of titles II and VI of the National Housing
Act. No such association shall make such loans in an aggregate sum in excess
of the amount of the capital stock of such association paid in and unimpaired
plus the amount of its unimpaired surplus fund, or in excess of 60 per centum
of the amount of its time and savings deposits, whichever is the greater. Any
such association may continue hereafter as heretofore to receive time and savings
deposits and to pay interest on the same, but the rate of interest which such
association may pay upon such time deposits or upon savings or other deposits
shall not exceed the maximum rate authorized by law to be paid upon such,
deposits by State banks or trust companies organized under the laws of the
State in which such association is located.

Senator JoUtNSOx. I have a lsd another letter, dated September 17,
1945, signed by Bray Hammond, assistant secretary, Board of Gover-
nors of the Federal Reserve System, addressed to Senator George,
dealing with section .501 (a), which provides that "loans may be made
by any Federal Reserve bank, national bank, State bank, private bank,
building and loan association, insurance company, * * *."

The CHA.IRIMAN. You have eliminated in your amendment the Fed-
eral Reserve bank.

Mr. Oi)ot. No; we don't have that.
The CHAIRMAN. You have eliminated that. You only put in the

national bank.
Mr. ODOM. That is right. National bank, Federal savings and loan

association, or any bank or trust company or insurance company
in the District of Columbia.

The CHAMMA1. You meet that objection then?
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Senator JoHxsoN.. The object of this letter is that Federal Reserve
banks not be included.

The CHAIRMAN. That is right.
Mr. ODoM. Am I not correct. Mr. Collins, that the regulation is.

sufficient to enable them to participate reasonably in the program?
Mr. PAvsicH. The Federal Reserve?
Senator JonNso-,. They don't want to be included.
The CHAIRM.AN. Thev do participate indirectly, of course.
Mr. ODo.\i. They probably would indirectly purchase them.
(The letter above referred to, dated September 17, 1945, is as.

follows:)
BOARD OF GOVERNORS,

FEDERAL RESERVE SYSTEMi,
Washington, D. C., Septiniber 17, 1945.

Hon. WALTER F. GEORGE.
Chairman, Committee on Finance,

United States Senate, Washington, D. C.
DEAR SENATOR GEORGE: This refers to the bill H. R. 3749, cited as the Service-

men's Readjustment Act of 1945 which passed the Housp of Representatives on
July 18, 1945, and which is now pending before your committee.

The matters of particular concern to the Board of Governors of the Federal
Reserve System are certain provisions contained in section 501 of the bill with
respect to the making of loans to veterans. The l.st sentence of section 501 (a)
of the bill provides that "loans may be made by any Federal Reserve bank, national
bank, State bank, private bank, building and loan association, insurance company
* * *" and section 501 (b) provides that such loans may be made by national
banks and banks heated in the District of Columbia "without regard to the limi-
tations and restrictions of any other statute or ruling of the Federal Reserve
Board."

In the Board's opinion it is not necessary or desirable to include Federal Reserve
banks in the list of institutions which are authorized to make loans to veterans
guaranteed under the Servicemen's Readjustment Act. The Board feels that so
far as practicable loans of this type should be made by private banks and other
lypes of private lenders and that Foderal. Reserve hanks should not be in a posi-
tion of competing with the private banking system for such loans. Under existing
law, loans made to veterans by member banks of the Federal Reserve System could
be used as the basis of obtaining credit from the Federal Reserve banks under the
provisions of section 10 (b) of the Federal Reserve Act, and the Reserve banks are
thus already in a positim indirectly to assist in the program for guaranteed loans
to veterans. The provision of the bill for national and State banks and other
lending institutions to make such loans appears to he sufficient to provide all
eligible veterans with reasonable smrces of guaranteed loans without any need
for giving this authority to the Federal Reserve banks. It is resp ctfully sug-
gested, therefore, that the words "Feileral Reserve bank" be sricken from the last
sentence of section 501 (a) of the bill.

The clause in section 501 (b) that loans to veterans may be made without
regard to the limitations of any statute is extremely broad and seems most
undesirable. This clause would exempt loans to, veterans from all such safe-
guarding provisions of the law as the limitation upon the amount of loans which
a member bank of the Federal Reserve System can lend to an executive officer
of such bank and the limitation upon the amount of loans which a national bank
can lend to one borrower. In addition, the clause would appearr to permit loans
to veterans without regard to the statutory provisions providing penalties for
the making of loans by banks to) bank examiners or for the accepting of fees
or commissions by bank officials ffr procuring loans from member banks.

Moreover. the provision in section 501 (b) that truaranteed loans to veterans
may be made without regard to any ruling of the Federal Reserve Board seems
inappropriate. If, as pointed out hereinafter, this provision is intended to relate
to real estate loans tinder section 24 of the Federal Reserve Act, the Board is
not.the agency which administers the provisions of this law relating to real-
estate loans and hence the language just quoted is unnecessary. If, on the other
hand, the language quoted is intended to have general application, we do not
know of any ru lig o' regulati ,n of the Board that W4rou!d affect this matter.
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The Board's Regulation W pertaining to consumer credit provides that loans
guaranteed under the Servicemen's Readjustment Act of 1944 are exempt from
all the provisims of that regulation. It would seem, therefore, that the provision
in section 501 (b) referring to the Federal Reserve Board should be eliminated.

It may be that the intention of the framers of the proposed legislation is to
remove only the limitations and restrictions contained in section 24 of the Federal
Reserve Act with respect to the ratio of the loan to the appraised value of the
property and with respect to the maturity of the loan. This matter was dis-
cussed in our letter to you dated April 30, 1945, with reference to the bill S. 795
pending before your committee. A copy of such letter is enclosed for your con-
venience. In that letter the Board stated that it favored the objective of the
bill S. 795 but felt that it would be more appropriate that any exemption from the
restrictions of section 24 should be dealt with directly in the provisions of that
section rather than in some other statute. This could be accomplished by strik-
ing out all of section 501 (b) and inserting in lieu thereof the following:

"The third sentence of section 24 of the Federal Reserve Act, as amended, is
further amended by inserting after the words 'National Housing Act' at the
end of such sentence the following: 'or to real estate loans guaranteed in whole
or in part under the provisions of title III of the Servicemen's Readjustment Act
of 1945'."

Very truly yours,
BRAY HAMMOND, Assistant Secretary.

Senator JOHNSON. Do you have anything further to say, Mr. Collins?
Mr. COLLINS. No, sir.
Senator JOHNSON. I want to thank you for a very clear presentation

,,f a very difficult and technical matter. I hope that the rest of our
witnesses will give us references so that we can follow the proposals
as we have been able to follow your proposals.

I would like to ask the committee what their pleasure is. I am very
anxious to proceed as rapidly as possible with the hearings on the vet-
erans' legs ation. I presume that within 10 days the Finance Com-
mittee will have before it the new revenue measure and most of the
members will have to attend the hearings on that bill. We would like

to proceed so that we could have the hearings behind us before that
bill gets here.

Mi'. ODOM. Mr. Chairman. could I suggest this: Yesterday General
Bradley indicated that he hoped the committee could proceed after
finishing with these bills, this group of bills relating to the Service-
men 's Readjustment Act, to consider the bill which was introduced as
S. 1203, of which we have seen an amended copy. The amendments
on the other side are contained in -House bill P3522. It is a codification
and a somewhat liberalization of the laws respecting medical care.,
hospitalization, reduction of hospital pay, and some other matters in
'olmiecti(n therewith. Hearings began on that but were discontinued
Ukecause of the recess. Then, of course, the insurance bills are pending
but we are now preparing another bill to put the National S' vice Life
Insurance Act on a peacetime basis and we are not quite ready on the
insurance question. We will be as soon as we can get a clearance.
We have a clearance, as the Senator will remember, on an adverse re-
port on the pending bills. But we hope to present something con-
structive to you to put the National Service Life Insurance Act on a
peacetime basis.

Senator JOHNSON. Yes. The subcommittee has a lot of work ahead
of it in veterans' bills, and we simply must make progress on them.
Ihey are controversial in the extreme. Many people want to be heard.
And the only way I know of getting that work behind us is to continue
these hearings in both the forenoon and the afternoon until we get them
behind us.

77877-45-8
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Mr. Oro-.Nt. I don't want to be understood as apologizing for the
Veterans' Administration or the committee, either, Nit this commit-
tee and the Veterans' Administration has more legislative bills ac-
tually by count, than all of the rest of the Congress put together.

Senat;)r Joi,,so,. Well, there is only one way to make progress
and that is to get on with the hearings.

Senator Lrcxs. I don't know why you should give us that infor-
mation.

The CHAIRMAN. I think you should proceed all week both in the
afternoon and mornings.

Mr. ODoA. There are many interests that, are vitally affected by the
educational provisions which we have recommended as well as by the
loan provisi, s which we have recommended. There is a most wide-
spread interest.

Senator LUCAS. I move that we adjourn until 2: 30.
Senator JoH-sNS. I would be very glad to proceed with the hearings

b,,th in the morning and in the afternoon until we have some of this
work behind us.

It has been moved that we recess until 2: 30. If there is no ob-
jection. we will reces- then until 2: 30.

(W1hereupon. at 12: 30 p. in., the committee recessed until 2: 30
I. M. this day.)

AFrTERNOON SESSION

Senator JCIoNN. Colonel Taylor. are you ready to proceed

STATEMENT OF COL. JOHN THOMAS TAYLOR, DIRECTOR, NATIONAL
LEGISLATIVE COMMITTEE, THE AMERICAN LEGION

Colonel T.YLo. M-Ir. Chairman and members of the subcommittee,
the American L-'gion deeply appreciates this opportunity to appear
before the subc.ommit tee and submit recommendation- proposing cer-
tain amendments to the GI bill of rights, the Servicemen's Readjust-
ment A(ct of 1944. These recommendations are made ).N our organi-
zation l)a-el upon studies re-lulting from complaints submitted to us
by ,ur mnen in the field who -are concerned with the operation of the
lct. Before referring to onir recommendations, however: I should
like to rel'resh the nemories of the members of this subcommittee as
to certnill outsland ing decisions, which were reached by your sub-
committee, the Senate Finance Committee. the Senate, ald the other
branch of Coitress upon the so-calledl (Ui bill of rights. The majority
opinion of th.is committee and of the Congress displayed a firm con-
viction on several points. as follows:

(1) That the laws pertaining to veterans must be administered by
a single Federal governmental agency, thus avoiding the chaos and
confusion which followed World War I;

(2) That the Servki'emen's Readjustment Act of 1944 would not
be used as a vehicle to perpetuate temporary Government agencies,
nor to allow for the building of any huge bureaucracy; and

(3) That the act was intended solely -and wholly for the World
War II veteran and not for the benefit of financial or educational
institutions.



AMEND SERVICEMEN'S READJUSTMENT ACT OF 1944

It is unnecessary to remind the members of this committee of the
terrible confusion that existed for the World War I veteran in the
early postwar years when it was necessary for him to apply to several
different governmental agencies for benefits provided by laws enacted
by Congress. The inefficiency which prevailed because of this con-
dition resulted in resentment and complaints from the veterans and
eventually led to the consolidation of administration of all laws within
one governmental agency. When the Servicemen's Readjustment Act
was under consideration the Congress realized that there were exist-
ing agencies which could administer some of the titles of the act, and
it was for this reason that the act provided in section 505 (a) that
the Administrator shall designate such agency or agencies, if any,
to determine whether the guaranty of loans should be approved under
this title.

In this connection, certain persons are advocating that the home-
loan section of title III be transferred in its entirety to the Federal
Housing Administration. Your committee will hear some proponents
of that.

Senator MILLIXIN. If the chairman please, may I ask a question?
Senator JOiiNSON. Certainly.
Senator MILLIKIN. Are there any bills pending to that effect?
Colonel TXYLOR. No; but it is being advocated by many bureaus

that came into being during the war. various functions of Veterans'
Administration should be taken over, and I am sure you will hear
from several of the proponents who come before this committee. We
are opposed to it.

We of the Legion do not think this is at all necessary. In the first
place, FHA insured mortgages are available to a qualified- veteran
under section 501 (c) and section 505 (a). And you will find out,
under section 6 of the FHA Act which was enacted for war purposes
and enabled FHA to go out and build this war housing, that the
FHA can go ahead and assist in the building of homes of lower values.

The fact of the matter is, and I want the committee to recall that,
that that was purely a war measure and expires by its very terms on
July 1. 1946.

Further, during the pendency of the bill a conference was held in
the office of a Member of the Senate with two officials of the Federal
Housing Administration, and representatives of the Legion, with a
view to possibly proposing that the Federal Housing Administra-
tion should be designated in the act to handle the section of the act
pertaining to home loans. That is not on the part of the Legion.

The Federal Housing Administration with its existing facilities
could approve loans only in about one-third of the country because of
its requirement as to economic soundness which involves location of"
homes and type of construction. In other words, the i'eteran who
desired to obtain a loan but who wished to build where electricity and
sewers were not available would not be eligible.

We of the Legion are, of course, interested in the boys who live
at the fork of the creek.

Because of that agency's inability to serve all veterans on a Nation-
wide basis, the proposal was rejected.

Further, if the loan title of the Servicemen's Readjustment Act of
1944 should be transferred to the FHA in its entirety, it would be
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just as logical to transfer the hospitalization phase for veterans to
Public Health Service: the corn)ensation and pension payments to
the Social Security Board; the educational title to the Office of Edu-
cation, and continue this until nothing is left of the Veterans' Ad-
ministration. We would then return to the chaos, confusion, and
inefficiency that existed before establishment of the Veterans'
Administration.

It is our understanding also, that if the home-loan section was turned
over to the FHA in its entirety as has been suggested, it would be neces-
sarv for that agency to employ additional appraisers, auditors, and
other personnel, thus violating the very thing Congress hoped to
avoid-the building of a huge bureaucracy.

I am quoting from the testimony of General Bradley, Director of
Veterans' Administration, before your committee yesterday, in which
he said:

I believe, however, that it has been and will continue to be the view of the Con-
gress that all veterans' benefits as such should be administered by one agency
rather than being scattered anmng a number of agencies. Whether the loan pro-
vision ,,hould be v-,isid-red as a veterans' benefit is a question which some feel
sliold be given further consideration.

It would semn to, be readily apparent that so potentially vast a program cannot
be acomplished by any agency without the development of appropriate adminis-
trative machinery. It seems only logical to say that such machinery may be de-
vel,,pcd in one agency as well as another.

It was for this reason that I brought this to the attention of the.
committee here today.

Senator JOHNSON. How do you interpret the inference of his lan-
guage .

Colonel TAYLOR. I know the pressure that is being put on you. I re-
ceive letters from aro ind the country that seem to be inspired by some-
body or something advocating thaf theTHA should be the agency to
handle this.

A, I say, you will hear from some witnesses to that effect, but that
language speaks for itself, Mr. Chairman.

Seiiator MILLIKIN. But it doesn't mean anything.
Colonel TAkYLOR. [reading]:
Wi ether the loan provisims should be considered as a veterans' benefit is a ques-

tion which some feel .,hould be given further consideration. It would seem to be
readily apparent that sto potentially vast a program cannot be accomplished by
any a-e.icy without the development of appropriate administrative machinery.

Senator Jo NsON. Does that mean it should or it should not?
Colonel T.%i-)R. That is what I would like to know, and I call it to

the attention iof this committee. We feel that agency is handling fairly
efficielntlv all those Inatters, although Senator Lucas asked Mr. Odom
today whether he th,,ught this particular act was being administered in
an elficient manner.

We don't want tlie sections of the Vetem'ans' Administration to get
from under that one roof. because if they do every Member of this Sen-
ate will be hounded to dcath by individuals and communications, be-
C:lJ. , nothing result but chaos and confusion.

And we don't want the veterans' laws used as medium for carrying
through legislation for some other department of government.

With these reminders on record, I should now like to point out that
at the last meeting of our national executive committee, a resolution
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was adopted containing recommendations for certain changes in the
act. I shall make additional reference to this resolution hereafter.
With the permission ,,f the chairman and members of the subcommittee
I should like to make my statement and then present Mr. Kraabel who
has something to say about title II of the educational section.

As to title II, our resolution specifically asks that the educational
title of the act be amended to provide:

That payments for tuition and other fees as set forth in paragraph 5, part VIII,
Veterans Regulation Numbered 1 (a) (title II, Public Law 346, 78th ('ojig.), not
to exceed $500, shall be made for any complete specialist course, less than an
ordinary school year in duration, which was available and given in well-recognized
and operating schools or institutions on or before June 22, 1944.

These recommendations were submitted to the Veterans' Adminis-
tration and we find that with most of them they are in accord.

Yesterday, Mr. Stirling testified:
That the advisement and counselling services be enlarged and be

made available to applicants, with travel expenses for this purpose
defrayed by the Veterans' Administration. Provision for an advance
or loan of not to exceed $100 in any case to qualified applicants corn-
mencing or undertaking courses under this act. which provision to be
similar to that set forth in paragraph 8, part VII of Veterans Regula-
tion No. 1 (a).

The subsistence allowance payable to a qualified veteran pursuing
an educational or training course under this act shall be payable even
though the applicant finds part-time or full-time work, which was
discussed here yesterday.

It is a fact that a man drawing subsistence allowance and taking
the educational course, if he is working some place during part or
full time and he has to work to maintain his family if lie has one, and
if he doesn't have a family $50 a month is not sufficient to maintain
him, and if he does work that, amount is deducted.

That tuition charges and fees paid for identical educational courses
for World War II veterans under provisions of Public Law 16 and
Public Law 346, Seventy-eighth Congress, be equalized.

You will recall yesterday a suggestion of the Veterans' Adminis-
tration was to equalize it' y bringing it down to the lowest amount
paid to the individual.

In one instance the man would get $50, and $50 would.make $100,
and under the other lie would get $50 and $44.60 which would bring
it to $94.60, and they suggested equalizing it by bringing it down.

Senator 1MILLLIKIN. What is that advisement and counseling serv-
ice 

?

Colonel TAYLOR. I can explain it, but Mr. T. 0. Kraabel could do
much better, as he is handling these things.

Mr. KRAABEL. Mr. Chairman and Senators, under the original act
there is a contract arrangement by the Veterans' Administration with
the educational institutions and there the disabled man is consulted
and advised on training objectives, and really is a ward of the Vet-
erans' Administration under its auspices in order to determine what
he shall have as course or training objective.

They are expanding these units in Government educational institu-
tions.

Under Public Law 346, the man is a free agent to select his course
and his training institution. However, there are sonw. of the boys
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who, after they have returned holne, have talked it over with their
families or with a service. officer of the Veterans' Administration who
are still puzzled as to what course to follow.

We feel then that in worthy cases like that, after he has tested his
own judgment and that of the service officer and the available school
teachers in his locality, he should be certified to the Veterans' Ad-
ministration and permitted to go to the nearest advisement and coun-
seling service and be advised oi this.

He is home and has spent probably most of his mustering-out pay
to get reoutfitted, and probably hasn't anything with which to make
this trip.

In my State of North Dakota, he would probably go 200 miles.
I think it is the purpose of the act that Uncle Sam take the boy

to the school and get his training objective and get him started, and
we are asking that that be included in whatever this committee might
decide for title II of Public Law 346.

We ask that Public Law 346 be expanded to permit him to have it
if he needs it.

Colonel TAYLOR. We have been advocating that the age limit of 25
years be taken from the act and the Veterans' Administration are
in accord with us.

Also we find constant complaint, as you gentlemen yourselves here
find from your own States, about the State institution charging the
nonresident fee to a veteran resident of the State, charging it against
the soldier. whereas the local boy living across the street at home, in
some instances gets it for nothing and certainly gets it for a smaller
fee.

Of course, we are against that, and we could not understand, and I
cannot understand at this time the argument advanced by the Veterans'
Administration as to why States should be reimbursed. I think the
records will show that practically every State during the war years,
with the tremendous war industries in'the States, and the tremendous
assistance the Government has given the States on various projects, are
well off financially, and why the Government itself should be saddled
with this educational load is beyond me.

The General said yesterday it was to sort of get over a hump during
the next sophomore and junior year, when there would be a great many
veterans seeking these educational advantages, and the instance was
presented of the State of Oklahoma where the attorney general has
ruled that the State won't even accept the $50 that the Veterans' Ad-
ministration has offered to pay for the student.

As a matter of fact, I think the record will show that the State of
Oklahoma has reached the point where it cannot take any students,
either veterans or nonveterans, because they are filled to capacity.

But there is no reason I can see why, of two students, one a veteran
and one a nonveteran, the veteran should be charged the out-of-State
fee for his education.

And it was pointed out it would be charged under section 1505 as
against any compensation act this Congress might pass in the future.

Whether Congress passes a compensation act is out of the question,
but section 1505 was read to the committee yesterday and at this time
any benefits the veteran gets out of this act will be charged against
any future adjusted compensation.
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Mr. Chairman and gentlemen of the committee, we are asking for
the repeal of section 1505. I don't believe the Congress which has been
studying about the returning veteran, here in 1944 and 1945, contem-
plates taking away from the veteran because of some benefit that the
Congress might give him now, anything that the Congress might
decide on in the future.

As a matter of fact, if there were an adjusted compensation bill
passed tomorrow, I think that would be taken out anyway, but that does
deter men from going to schools and colleges.

Senator JOHNSON. You recall the observation of Senator Connally
yesterday, that when and if we pass an adjusted pay bill, the terms
would be written into that bill?

Colonel TAYLOR. No question about that. And that brings me to
title III.

On September 17 and 18 we called here to Washington 32 of the
leading bankers of the country and home-loan-insurance men, and
savings and building men, and home-loan building men, the best brains
of the country. We took H. R. 3749, the Rankin bill, and laid it beside
Public Law 346 for those gentlemen to decide on, those who are charged
with the functioning of this legislation and who are the ones who have
been complaining about the administrative difficulties that exist in
the law, and we asked them to make such suggestions as in their opin-
ion would make the functioning of this act more simple.

They prepared, and we accepted from them, their recommendations.
I gave a copy of the legislative recommendations which I ask to be

inserted in the record, to General Bradley, Director of the Veterans'
Administration, and I am glad to say the recommendations we made
at that time were put into the record today by Mr. Collins.

There were a couple of changes.
The Rankin bill extended the period of application to 6 years, while

the Veterans' Administration recommended 10 years. The Legion
suggests 10 years.

The Legion recommended payment of 4 percent on the amount origi-
nially guaranteed at the time of closing. The Veterans' Administration
adopted that suggestion.

The Legion recommendation provided for a certificate of eligibility
to be furnished upon request by the Veterans' Administrator to vet-
erans. Nothing was said about that feature. That is one of the things
that causes the greatest difficulty.

The soldier, in going to the lender and applying for a -loan, and
then asking for a guaranty through the Veterans' Administration,
submits his discharge certificate, and then the lender must ask for a
certificate of eligibility, and that goes to the Veterans' Administra-
tion and from there to New York, where they look the matter up, and
that takes 8 or 10 or 12 weeks before it gets back to the lender.

That is one of the things we thought should be corrected. We think
that the veteran really could be given this certificate of eligibility
upon discharge from the Army.

The suggestion has been made that it be stamped on his discharge
certificate. I don't think veterans want anything like that stamped
on their certificate. They look with a great deal of pride, I think, on
their discharge certificate, and their thought is as to who is going to
get that certificate sometime in the future, and the veteran does not
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want it to appear on the discharge certificate that he has been borrow-
ing moey or doing anything else.

There 'should he some way in which the veteran could get a cer-
tificate of eligibility which could be uised for that stamping pur-
pose, in the same way, the idea being that the Government or lender
should be protected against anybody going aroun(1 and getting three
or four loans or guaranties.

So we advocated that administratively the veteran be given a cer-
tificate of eligibility which could be used for applying for a guar-
ant,.

The Veterans' Administration, as I say, recommended nothing on
that.

The Legion recommended no advance approval of loans by the
Adminis-trator or of loans by supervised institutions or other lend-
ing institutions approved by the Administrator. Well. that is the
thin'r thit is in the Rankin bill. The Rankin bill says that the
lender shall make the appraisal: that the lender shall decide the
value: and then, in the Rankin bill it states very definitely that this
bill itself, when enacted by both Houses, shall constitute the guaranty,
and that is certainly the sul)ject for careful consideration. We have
nothing to say aboit that. We think the Senate and the House get-
ting together can decide where the appraisal shall be made by a
duly authorized appraiser from a list of appraisers, and that the
Veterans' Administration should decide, in the final analysis, whether
they shall execute the guaranty.

The Legion recommended that national banks and Federal savings
and loan associations, and financial institutions in the District of
Columbia. be authorized to make practically all loans to be guaranteed
by the Administrator.

The Veterans" Administration adopts this proposal.
The Legion reccmmends that veterans be protected and that the

purchase price not exceed the "reasonable normal value." The Vet-
erans' Administration recommends that the loan not exceed the re:l-
sonable normal value and the veteran be permitted to pay an addi-
tional 10 percent.

The Legion recommends unsecured business loans as well as some
broadening of purposes in connection with business loans. The
Veterans" AdlminIistration recommendations tdopt that suggestion.

The Rankin bill omits present section 505. Veterans' Adminis-
trat ion recommendations provide continuation of section 1505. We
urge the reinstatement of 505. so we have reached the point with the
Veterans' Administration where we are in thorough accord; they
have adopted our recommendations, and we believe that this will
greatly facilitate and speed up the making of these loans.

Under title VI. it will be noted that section 602 provides that where
deemed neces.sary by the Veterans' Placement Service Board of the
United States Emlployment Service, there shall be assigned by the
administrative head of the Employment Service in the State one or
more empl)oyees "preferably veterans" on the staffs of local employ-
ment service offices, whose s-ervices slhall be primarily (levwoted to
dischargingr the (luties prescribed for the veterans' employment repre-
sentative. It is our thought that such employees dealing with the
employment of veterans should be "war veteraUs." Therefore, we

114



AMEND SEHVI('EMEN'S READJUSTMENT ACT OF 19 11 115

recoimend t liat the phrase ")referably veterans" be stricken fron sec-
tion 602 and there be inserted in lieu thereof the phrase "who shall be
war veterans."

I only touched on these things lightly because I have here today,
and I am putting it in the record, the names of the advisers and coun-
selors we had here from the lending agencies. You have the list of
names, and I hope, Mr. Chairman. and gentlemen (of the committee,
you will call upon them to explain just what these paragraphs and

ct ions -mean.
(The list referred to is as follows:)

Allen, W. B., Continental Illinois National .Bank, Chicago, Ill.
Anderson, H. Loy, Mortgage Bankers Association of America, 812 Tower Building,

Washington, D. (.

Auer, Edward D., Lincoln National Life Insurance C(o., Fort Wayne, Ind.
Birdsall, Guy H., Associate Solicitor, Veterans' Administration.
Bodfish, Morton, exectutive vice president, United States Savings and Loan

Leagus, Chicago, Ill.
Braman, Harold P., National Savings and Loan League, 1835 K Street NW.,

Washington, D. C.
Brott, J. 0., 719 Fifteenth Street NW., Washington, D. C. (American Bankers

Association).
Brown, A. G., American Bankers Association, 22 East Fortieth Street, New York

City.
Davies, Phil S., the San Francisco Bank, 526 California Street, San Francisco,

Calif.
Eason, George M., National Savings and Loan League, 735 South Olive Street,

Los Angeles, Calif.
Ferguson, Abner, United States Savings and Loan League, Washington, D. C.
Fisher, Ernest M., American Bankers Association, 22 East Fortieth Street, New

York, N. Y.
Gunderson, Carrol, American Bankers Association, 105 West Adams Street. Chi-

cago, Ill.
Hall, William B., the Detroit Bank, 46 State Street, Detroit, M1ich.
Harrell, L. P., the Morris Plan Bank. 700 Fourteenth Street NW., Washington,

D. C.
Hogg, Robert L., American Life Convention, 230 North Michigan Avenue, Chicago,

Ill.
Iludgens, R. W.. Farm Security Administration, Washington, D. C.
Kacy, Howard W., 51 Louisiana Avenue, Washington, D. C., Acacia Mutual Life

Insurance Co.
Kerr, Robert D.. First National Bank, St. Louis, Mo.
McCarthy, M. F., National Association Mutual Savings Banks, 110 East Forty-

second Street, New York, N. Y.
McGill, John M., Equitable Life Insurance Co. of Iowa, Des Moines, Iowa.
Mattison, E. A., executive vice president, Bank of America, 300 Montgomery

Street, San Francisco, Calif.
Morrison, Frank, First Federal Savings & Loan Association, 610 Thirteenth

Street NW., Washington, D. C.
Odom, E. E., Solicitor, Veterans' Administration.

icard, Ralph, Farm Security Administration, Washington, D. ('.
Russell, Horace, United States Savings & Loan League, 221 North La Salle

Street, Chicago, Ill.
Satterfield, Dave E., Jr., Life Insurance Association of America, 165 Broadway,

New York, N. Y.
Stonier, Harold, general counsel, American Bankers Association, 22 East Fortieth

Street, New York, N. Y.
Stout, Richard H., Morris Plan Bankers Association, 1025 Connecticut Avenue

NW., Washington D. C.
Travers, James M., West Baltimore Building Association, St. Paul at North,

Baltimore, Ald.
Walker, Oliver M., Walker & Dunlop, 1200 Fifteenth Street NW., Washington,

D.C.
Walton, George E., Metropolitan Life Insurance Co., No. 1 Madison Avenue, New

York, N. Y.



16 AMEND SERVICEMEN'S READJUSTMENT ACT OF 1944

LEGION REPRESENTATIVES

Atherton, Warren H., past national commander, 520 First National Building,
Stockton, Calif.

Emery, John, past national commander and representing National Real Estate
Boards, Grand Rapids, Mich.

Hill, Dana C., 1608 K Street NW., Washington, D. C.
Layers, Ralph, director, national employment committee, 1608 K Street NW.,

Washington, D. C.
Kelley, Cbarles Q., Farm Security Administration, Little Rock, Ark.
Kraabel, T. 0., director, national rehabilitation committee, 1608 K. Street NW.,

\Vashington, D. C.
Nowak, Edward, vocational training and educational representative, 1608 K

Street NW., Washington, D. C.
Sullivan, Francis M., assistant director, national legislative committee, 1608 K

Street NW., Washington, D. C.
Taylor, John Thomas, director, national legislative committee, 1608 K Street,

Washington, D. C.
Waldrip, W. B., national executive committeeman, the American-Legion and the

Detroit Bank, Detroit, Mich.
Warner, Milo J.. past national commander, the American Legion, Nicholas Build-

ing, Toledo, Ohio.
Welsh, A. D., Missouri Bankers Association, and past department commander,

the American Legion, 1535 South Eighth Street, St. Louis, Mo.

Senator JOHNSON-. Are there any questions?
(No response.)
Colonel TAYLOR. Thank you very much, Mr. Chairman.
Senator JoHNs(.N. Mr. T. 0. Kraabel, have you a statement to make

now .

STATEMENT OF T. 0. KRAABEL, DIRECTOR, NATIONAL REHABILI-
TATION COMMITTEE, AMERICAN LEGION

Mr. KRAABEL. The statement has been pretty well covered by the
legislative director, Mr. Chairman.

I might comment briefly on title II.
We feel rather strongly about the matter of men who are intent

upon getting a short-terni or specialist course complete in itself, and
that the normal charge covering that course not to exceed $500 should
be payable and not be prorated, as was explained yesterday.

The Veterans' Administration agrees with that.
We also see the point that where one specialist course takes a

tuition within the $50o limitation, that should also operate against
the total credit of time that, the man may have earned for his educa-
tional course so it will equalize out at the end of 4 years.

I have already explained about the advisement and consulting
service.

And then there is the mrter of these men who have jobs.
We have several World War II boys on our staff. They are training

on the job in service work, but they would also like to take courses
preparing themselves in law, or whatever course they might select.
In doing so we feel that the fact that they have a job supplement-
ing the subsistence allowance should not operate to their disadvantage
on the subsistence allowance.

We feel that Congress did not put the subsistence allowance in there
as a needs clause, but they real did name it for subsistence. We feel
the veteran should receive that because they are put to additional
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expense in taking that course after their work hours. To reverse it,
the man is taking a full course, and finds a pait-time job to supplement
the family income.

There is a statement in the law that anyone who may choose may take
a course without the subsistence allowance. That has been inter-
preted to mean that the sense of Congress was there should not be sub-
sistence allowance where there is full-time work not conii6cted with
the training objective or the course being pursued.

But we have complaints from these boys that they feel they should,
as free agents, be permitted to supplement subsistence allowance by
work when they can get it, whether connected with their course or not.

There is also the proposition in some schools where students, under
Public Law 16, the disabled veterans training rehabilitation courses,
are taking courses of education for which the Government pays the
school a certain fixed sum under contract and, in some classes there
will be a man under title II of Public Law 346, for whose course
the Government is paying a different amount to the same school for
identically the same course.

The complaints from our people in the field are that that is con-
fusing and not understandable to these boys. They are all look-
ing to section 1505, and they feel that if under 346 more is being
paid than would be paid under contract under Public Law 16, they
will have charged back more than the original cost, so we ask that
that be equalized.

There was a proposal yesterday by the Veterans' Administration
which may go to this point, whereby they will go under contract to
the schools under Public Law 346 as well as Public Law 16.

Senator LuCAS. Under what theory does the discrepancy arise be-
tween the two?

Mr. KRAABEL. I think historically, Senator, Public Law 16 of March
1943, was enacted by Congress first, the disabled coming first, as they
should, and it took the pattern of the law-not entirely, but the sub-
stance-which was followed after the last war.

These disabled men have service-connected disabilities for which
a pension is paid, there is vocational handicap, and training is neces-
s ary to overcome that handicap.

To accomplish the full purpose of the law, the Veterans' Admin-
istration virtually has the man as its ward until training is accom-
plished. And it has contracts with different schools and is not limited
in the charges which the schools make for special or regular courses.

Then, .under our theory of the Servicemen's Readjustment Act,
where the man is a free agent to select his school in whatever State
it might be, thpfie the ordinary tuition charge would be payable unless
that school could show the Administrator that educating a big group
of World War II veterans would entail additional expense. That
was developed yesterday by the Administrator and his colleagues.. The result is in many places they have for the same identical courses,
two different fees paid by Uncle 8am to that school. We believe that
should be done away with.

Senator JOHNSON. We thank you, Mr. Kraabel.
Have you any other witnesses?
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Colonel T.\YLOR. No; but I suggest since Mr. Bodfish is here repre-
senting the building and loan people and he sat in on the writing of
the recommendatiOns we submitted, some time today it might be well
to hear from him.

Senator JhNSo,-N. Thank you, Colonel Taylor. We will call on him.
Now. we will have Dr. Francis J. Brown, of the American Council

of Education.
Will you proceed in your own way, Dr. Brown?

STATEMENT OF FRANCIS 3. BROWN, AMERICAN COUNCIL ON
EDUCATION, WASHINGTON, D. C.

Mr. BRowv-N. Mr. Chairman and members of the committee, I am
glad for this opportunity to meet with this subcommittee of the Senate
Finance Committee to discuss the proposed amendments to one of
the most vital pieces of legislation passed by the Seventy-eighth
Congress.

In presenting this statement, I am speaking officially for the coun-
cil's committee on the relationship of higher education to the Federal
Government and on behalf of Guy E. Snavely, executive director, As-
s(iation of American Colleges.

The recommendations have been discussed unofficially with the
presidents of the National Association of State Universities and of the
Association of Land-Grant Colleges. These three organizat ions, to-
gether with the council, represent the bulk of the major organizations
in the field of higher education.

The council's membership represents 111 national associations in
the field of education and 728 institutions of higher education, school
systems and educational departments in industry. It is a nonprofit or-
ganization founded in 191- as a means through which to establish
liaison between education and the agencies of Government, especially
the Departments of War and Navy.

We have had close relations with all organizations within Govern-
ment and have rendered many services to those organizations.

The members of the committee on the relationships of higher educa-
tion to the Federal Government are:

0. C. Carmichael, chairman, chancelor, Va(lerbilt University,
NashIville, Tenn.

Chancelor H. IV. Chase. New York University, New York, N. Y.
President James B. Conant. Harvard University, Cambridge. Mass.
President Herman B. Wells, Indiana University, Bloomington, Ind.
President Carter Davidson. Knox College. Galesbuig, Ill.
Edward V. Stanford, recor, Augustinian College, Washington,

D.C.
President Raymond Walters, University of Cincinnati, C iicinnati,

Ohio, and
George F. Zook, ex officio, president. American Council on Educa-

tion.
The American Council on Education has from the beginning, and

continuously, been interested in the problem of the educational read-
justments of the veteran. The members of the council's staff served
on the Postwar Conference and on the Armed Forces Committee on
Postwar Educational Opportunities for Service Personnel.
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In October 1943, almost a year before Public Law 346 was passed,
the council submitted a series of questions to the presidents of col-
legss and universities to procure their judgment in regard to the
postwar education of veterans.

In the council's bulletin, Higher Education and National Defense
No. 60 (published November 30, 1943), there was presented a pro-
posed plan for the education of veterans, definitely setting the pattern.
much of which later was incorporated in the legislation. In March
1944 the council called together representatives of 21 national organi-
zations representing all levels and types of education.

This group spent a total of 11 days during the intervening months.
studying the proposed bills and making specific recommendations.

Individual members of the group met with congressional commit-
tees throughout hearings on the proposed bills which eventually
were merged into Public Law 346. The council made representation
to the House. Committee on World War Veterans' Legislation while
pending amendments were being considered and prior to the passage
of H. R. 3749 by the House. A member of the council's staff discussed
this legislation with the chairman of the Finance Committee of the
Senate and the chairman of the subcommittee on veterans' legislation.

As a result of these and other conferences, two studiess of the oper-
ations of Public Law 14(; during this past, xear have been made. One
of 100 colleges and universities; the other of the administration of
Public Law .346 on the State level.

In cooperation with the National Education Association and the
American Vocational Association comparable studies have been made
b)y these organizations of the operation of Public Law 34(; through
public-school systems and vocational schools.

The Congress is to be commended on the far-reaching values of its
legislation pertaining to the education of veterans. A recent maga-
zine article stated that the GI is rejecting education. This is not
true. Colleges and universities report that already this fall the
number of veterans in their institutions is three times that of last
June, and the number of those discharged without disability has
only npow be(m(ime significant. Public-school systems report an un-
)recedented number (of applications from veterans seeking many types

(,f education of less than college level.
A recent study of men at the separation center indic-ates that 7 per-

cent -plan to take advantage of the educational benefits made possible
by the Congress and indications definitely point to the fact that even
this percentage is conservativ-e. One nan hazards a guess that the
number will be in excess of a million.

The Congress is to be commended especially in passing legislation
which is based upon the principle that the readjustment of the veter-
an is a national responsibility and that the cost of his education and
training is to be borne by the Federal Government.

States and institutions are gladly sharing by providing physical
facilities, counseling, the maintaining of records and reports and in
other ways not directly related to providing education and training.

This acceptance of the responsibility on the part of the Federal
Government to provide fair and reasonable compensation to the insti-
tution for the training and education of veterans and the institution's
acceptance of responsibility to provide physical facilities has made
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possible the development of an educational program which will meet
the needs of the increasing number of veterans and will be of vital
significance to the welfare of the Nation.

The following specific recommendations regarding the Senate Print
of iI. R. 3749 are the outgrowth of the factual studies previously re-
ferred to and, as will be presented in later testimonies before this com-
mittee, are agreed upon in principle by the National Education Asso-
ciation, the National Catholic Education Association, the American
Vocational A.sociation, and representatives of the major organiza-
tions in the field of higher education.

Following are the specific recommendations dealing with title II,
Education for Veterans:

1. Elimination of age qualifications for benefits in excess of 1 year.
Page 12. line 16, beginning "and provided further" and closing with

the end of line 19 should be taken out of the bill.
Approximately 50 percent of the men inducted into the armed

forces were over 25 years of age. It is impossible to determine the
number of veterans of this older-age group who wish to return to
school and college and are barred from doing so by this provision.

The fact that this clause is in the act, however, has a negative effect
upon somne who would otherwise go.

In this recommendation we agree with the statement of the Amer-
ican Legion that has just been presented and we are confident that it is
not the purpose of the Congress to bar even one veteran who wishes
to continue his education.

Seniator Lvc.xs. Is that also the view of the Veterans' Administra-
tion .

Mr. BRowN-. It is. We have discussed it with them several times.
2. Payment of $500 for periods of less than ordinary school year.
In this, we are taking the opposite position of the testimony just

presented to you.
We recommend that lines 11 to 20, section 3 B, page 14, be stricken

out. The addition of this paragraph makes a very significant change
from the original act and one strenuously opposed by the council's
committee and those for whom I am speaking.

Senator JoHNSON. When you talk about striking lines, what bill
are you talking about ?

Mr. BROWN. Senate print of H. R. 3749.
Senator JOHNsoN. That is what I presumed. Go ahead.
Mr. BROWN. It is recognized that there may be instances and some

I am sure may be presented to you later during these hearings in
which reputable institutions may feel they could justifiably charge at
the rate of more than $500 for an ordinary school year but it is our
judginent that when such charges are necessary the institutions should
bear such additional cost.

Or. if it is the will of the Congress that payment should be made
in excess of $500 for an ordinary school year to an institution, then
such increase should be made by stepping up the total payment per
year in the instance, for example, of a medical school for which
the average cost of instruction is approximately $2,000 per year.

It is our considered judgment that no increase in the basic payment
is necessary and that with few exceptions, primarily of institutions
operating for profit, the payment of $500 for a school year is adequate.
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In a sense, this problem is not primarily one of colleges and uni-
versities. Approximately 60 percent of the veterans have not com-
pleted a high school education.

This means that the bulk of pressure for the payment of fees of
$500 for periods of less than 30 weeks will come, has come in fact, from
educational institutions at the subc6llegiate level operating for profit.
It is impossible to supervise adequately or even to approve snch in-
stitutions.

This will be especially true if the profit motive is permitted to loom
large and if the approval of such payment is left, as it is in this pro-
vision of the bill, in the hands of the Veterans' Administration.

Replies to the questionnaire previously referred to show that of
those responsible for the administration of Public Law 346 on the
State level only 3 of the 40 States replying believed that there were
instances in which the $500 for an ordinary school year would be in-
adequate; even these statements are qualified by "in a few instances."

The States were also asked to indicate whether they would be able
to inspect adequately such schools for approval and to provide con-
tinuous supervision. Only five believed that such supervision would
be possible in their States. There was complete unanimity in their
opposition to the section of this paragraph leaving the decision as to
the amount of payment to the Administrator of Veterans' Affairs.

They were also unanimous in their opposition to the section which
would penalize the veteran and benefit the institution-the insti-
tution naturally gets the money and the man loses the time.

This whole attitude toward this particular paragrapli of the bill is
based not on judgment but on experience and is forcefully stated by
Dr. Alonzo G. Grace, commissioner of education of the State of
Connecticut :

We have sufficient evidence now that schools operating for profit, and some-
times with little interest in the veteran, would gladly accept this change in
pr cedure. This would make possible the development of short courses by an
institution which was licensed and approved to do a specific job. For example,
a school of radio which is perfectly legitimate could break the legitimate course
down to a series of refresher courses and charge substantial sums for the
service.

The same danger is expressed by Dr. Clyde Erwin, state supervisor
of public instruction of the State of North Carolina:

I am convinced that those changes are not in the interests 4)f the veteran
or the general public good. We hav already had sufficient experience to know
they are intended to serve the interest of a few selfish individuals bent upon
getting rich at the expense of the veterans and the Federal Government.

Senator Luc.-Ns. What have these fellows been doing heretofore ?
Mr. BROWN. What do you mean?
Senator Lu(-,cs. This group you are now complaining against.

How have they been maintaining themselves up to the present time?
Mr. BitowN. For the most part the programs have not to any con-

siderable degree gotten under way.
The payment the Veterans' Administration makes at the present

time is the fraction per week based on the length of the institution's
ordinary school year.

If the ordinary school year is 30 weeks and the short course is 10
weeks, the Veterans' Administration has paid teii-thirtieths, or one-
third of $500.
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Senator Lrvc.%s. The point I am making is that most of the short-
term institutions are now in existence or you would not be here com-
plaining against them. Is that true?

Mr. BROWN. That is true.
Senator Luc..s. These fellows say here that these people are going

to get rich at the expense of the veterans. I would like to know how
they have made a living up to this time.

Mr. BROWN. They have charged fees in excess of costs for nonvet-
erans. at a profit. This would make it mandatory upon the Federal
Government to pay them complarable fees at a profit. and the attitude
of the groups I represent is that it is not the responsibility of the
Federal Government in the instance of a veteran or any group, to pay
beyond the cost.. V

Senator Lu(i.%s. Neither is it to the interest of the group you repre-
sent. Isn't that true?

Mr. BROWN. That is true.
Senator Luc.xs. In other words, while you are saying that it is to

protect the veteran and keep the smaller institutions from getting rich
at the expense of the veteran, at the same time you are protecting your
own linsf itutions as well.

Mr. Bnow-. Protecting them in this way: There are undoubtedly
instances in which s,,me of the professional schools might-and legiti-
mately. as they would see it-charge more than the fractional ratio
which amounts to .814 or $16 per week.

S:,na or L CAs But isn't there a feeling without this tyl e of legis-
lation, a disti::'t feeling, between the type of school that you represent
and the so-called short-term or correspondence course? Isn't there a,
dividing line between the two, and isn't there a definite division as to
the two types of sclols? In other words, your people do not believe
in this type of school., do you

Mr. BiwvN. I wouldn't say that at all, sir. We recognize very
definitely that the commercial schools operating for profit have a- real
place in the total e(lucational system.

I suppose if one counts all types from barber schools to secretarial
schools-

Senator Luc. s. Tlen why shouldn't the veteran have that oppor-
tunity if we want to give it to him?

Mr. BR0WN. We would not del)rive him of that opportunity, but
we would say two thiuigs: (1) That the Federal Government has no
obligation to pay that institution funds sufficient to pay a profit. It
is entirely legitimate to pay the approximate cost of actual instruc-
tion, but we say that while we recognize that, perhaps a medical school
which wants to offer a 6-week refresher course for doctors who will
want to go back after service in the Army, will actually have to pay
more than $16, that additional cost should be borne by the institution,
and (2), xpre.ssing the judgment of those for whom I speak, we say
that the interests of the veteran are endangered less by makina it
impossible for such institutions to collect such additional sums, tTman
it is by making it possible for all institutions to charge higher fees.

Senator Luc'.s. In other words, you would not give the veteran as
much to attend the shorter courses as you would to attend the longer
course?

Mr. BROWN. Proportionately the same.
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Senator Luc,\s. If he is going to spend 9 months on a $500 course
and 2 months on some other course, you would apportion that according
to the period he spends at school ?

Mr. RowN. Yes, sir.
Senator LUCAS. Regardless of the type or the kind of school he is

attending?
Mr. BROwN. Yes; because of the danger of once stepping over. As

I pointed out in my formal statement, the difficulty is first approving
the school, and, second, providing adequate supervision to protect the
veteran.

Senator LUCAS. You are protecting the veteran, but you are pro-
tecting yourself, too, aren't you?

Mr. BROWN. I don't see what you mean.
Senator LuCAs. Assume a veteran who gets $500 wants to go to

school for 6 weeks if he can only get one-quarter of that he may not
go to the 6-week school but may take the $500 and go to a school for
8 or 9 months.

Mr. BROWN., Not if he wanted the particular kind of specialist train-
ing implied in these refresher courses, and these various schools are
setting these courses up.

Senator LUCAs. But. a lot of veterans will come back and think thev
can get an education for $500 in 6 weeks' time, and they will take that
refresher course but they may want to get the $500 and extend it over
8 months instead of taking the $200.

I don't want to put words in your mouth-I may be wrong about
that.

Mr. BROWN. We would say the institutions ought to make up the
difference so that the actual charge to the Veterans' Administration
will be the same.

In the instance of the tax-supported or tax-free institutions that
difference is made.up.

In the interest of the commercial ones, it would be made up by de-
creasing the amount of profit to the institution.

Senator MILLIKIN. Supposing a man wants to go to a barber school;
what type of school is available to him?
He can't go to an institution of higher education, can he?
.M.r. BROWN. No. That is why I said so forcefully at the beginning

that these schools have a real place in American education.
Senator MILLIKIN. How can they exist without a profit ?
Mr. BRowN. They can and have existed on the basis of profit where

the individual pays his own fees. That is the whole principle on
which it operates.

In this instance, I think the principle is: Shall the Government be a
party to the profit of the institution.

Senator MILLIKIN. How else can the veteran get that education?
Mr. BROWN. By a shared responsibility in which the institution

offers a special rate to veterans.
Senator MILLIKIN. You don't want to take away all profit? You just

want to take away some of it?
Mr. BROWN. Enough so that it stays within that amount that was

fixed by Congress, $500 for the ordinary school year.
Senator MILLIIN. You would not oppose a fair profit to that type

of institution, would you?
77877-45----9
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Mr. BROWN. Provided it could come without opening it up to the
type of commercialism that would be inevitable without setting some
definitely fixed maximum.

Senator MILLnKTN. Let's set a maximum but you are opposing the
rofit motive for that type of institution If a man wants to go to a
arber's school he has to find a barber's school. If the only barber's

school is one operating on a profit, how can we help the veteran who
wants to be a barber by telling the school it can't operate for a profit?

Mr. BRowN. There is a point in instance of that, sir.
There are inst ances where there might be a reasonable demand for a

type of school that cannot be adequately supervised.
Our feeling is that this is a shared obligation, and if the barber's

school seeks to serve veterans, there is then the feasibility of their
reducing profits to the point where they can come within the range ofa generous allotment., $500, for an ordinary school year.

Senator MILLIKIN. Then your object does not go to the amount,
but it g ~ws against the exorbitant profit by that type of institution; is
that right?

Mr. BRowN. I would say that is true.
Senator Lucxs. Assume they do make exorbitant profits. How does

that affect the institutions which you represent here?
Mr. BROWN. The institutions that are tax free. members of the

council and other organizations to which I referred, are making no
profit. In the instance of these special courses in medicine they are
operating constantly by a drain upon endowment and other sources.

Senator LuCAs. That is true at the present time. How will this affect
vitally the institutions of learning that you represent, assuming that
the school for barbers does make a profit?

Mr. BR ;WN. I wouldn't think so, because the opportunity for edu-
cation mus.t be varied as the interests of.the veterans, and there cer-
tainly is a place for all institutions.

S ,nator LUCAs. Then your objection cannot be to the institution?
Mr. BROWN. Our objection is that if the profit motive is permitted to

come into the picture, by leaving it entirely fluid to the national organ-
ization to determine the amount of payment without providing the
opportunities for supervision in continuous operation, then there is
danger to the veteran in not establishing a definite maximum.

That is our whole point.
If there were machinery for adequate supervision, if everyone could

be trusted not to profit unduly upon the veteran and the Government,
certainly our objection would be withdrawn.

Senator LUCAS. Of course, you have to look to that all through this
legislation. It applies to almost every phase of legislation where the
veteran is obtaining money. You have to look for the honest man to
deal with.

Senator JOHNSON. Mr. Brown, are you afraid that there will be a
basis for violent competition on the part of educational institutions to
give short courses-is that the basis of your fear-instead of the ortho-
dox long courses that we will have an epidemic of short courses which
will be made attractive to the veteran and he will be induced to try the
short course rather than the long course?

Mr. BROWN. I think it is a case of both, that there will be all the
veterans the institutions can accommodate, and the facilities will not be
adequate.

124



AMEND SERVICEMEN'S READJUSTMENT ACT OF 1944

They are interested from the point of view of exploitation at the
expense of the veteran, and there is danger that some of the reputable
institutions might not share the cost of the education of the
veteran-

Senator JOHNSON. Assuming the tuition fee remains the same, trade-
school training, would you then object to the same fee for the veteran
as for the civilian?

Mr. BROWN. Yes; if by your question you mean an institution that
charges $500 for 6 weeks, and would collect that from veterans.

Senator JOHNSON. I assume the institutions will not take advantage
of the veteran. I take it the tuition will remain the same in the trade
schools.

If that is so, and it takes $200 or $300 or $500 will you still object
then?

Mr. BROWN. If, in excess of the ratio.
Senator JOHNSON. I am asking if the trade school tuition fee re-

mains the same for the veteran as it has been in the past for the civilian,
notwithstanding the $500, do you still object?

Mr. BROWN. Yes.
Senator JOHNSON. On what grounds?
Mr. BROWN. On the grounds that the institutions operating for

profit are charging the same fee for the veteran as for the nonveteran,
makes the Government a party in the profit making, without possibility
of supervision to make sure the veteran gets value received.

Senator JOHNSON. What have we got to do with the fellows who
want to go to the trade schools and the tuition in peacetime to come
remains the same as for the civilian in peacetime in the past?

Mr. BROWN. My guess would be that these institutions would adjust
their fees in the interest of the veteran, rather than bar the veteran be-
(ause he did not pay the full fee.

Senator MILLIKIN. Mr. Chairman, it seems to me you were going
into an angle I would like to get a little more satisfactory answer on.

Isn't it a fact that among educators they feel if you have a lot of
highly advertised short courses that will subtract from those who
might otherwise go to their own institutions? Hasn't there been dis-
cussion like that?

Mr. BROWN. That was not true at all in the committee of college
presidents, whose names I read, nor in any one of a dozen conferences I
have attended in the past few months, nor in the groups of State col-
lege presidents, and I presume I have had the opportunity of discussing
this with at least 10 State groups. Their problem is how to get ade-
quate facilities.

Senator MILLIKIN. Will you explain this problem of shared costs a
little more?

Mr. BROWN. Yes; let me use an illustration.
In the provisions of medical education-one could generalize in the

whole field of education-there are very few institutions that charge
the full cost of instruction. Statistically, you would find that the aver-
age tuition paid in the United States meets approximately 60 percent
of the total cost of instruction.

In other words, the boy pays 60 percent and the institution pays 40.
Senator BUTLER. But who pays the institution? The institution

could not exist if somebody didn't make up that difference.
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Mlr. llrw-. Thm! is ahtle t1 thr ghl :h a iiuiber o)f sires and, in
ile c,:l., of the tax sul portel jie, it iii loll ,il'migh Iaets o)f legislati1 .,,
and for nmqost of the priV:te lis, part is made ill) from endowment aid
gifts.

Senator Ih'-TIJFR. 'he I intvrlpret your answer to mean that you
would make rulhs or reiulaliu is tlat would almost require a re ttri el
veteran I, attend an in.t itutl ion kept alive by tax nioney or endow\ment
instead of p:iviNll f(r wlhat he Wvalit ci at the rate tlie inst itution wNuld
charge other- for the course.

Smebtit y has to pay the freicrht.
If the trade school is lot an endowed institution you would be

denvin the veteran the privile ge of going to the short-cmrse school.
Mr. BRWN.. We would rather take the risk of barring the veteran

from tl ,v type," of schools that cannot uffer their cmirses within
that range which the Congress has set o f $500 for an ordinary school
year than opn up, the opportunity of exorbitant charges to all kinds
(if ins1i itlion re ,,.(inzimr that it is almost impossible to give super-
vision continuou-lv to these institutions.

,.nat,, Bt--i.ri .There is a State institution of some kind in each
State that lmse- on the eligibility of these schools that give the
cour,,e-

-Ir. BR()W N. On the school itself- yes. But in the study I have
already referred to. it was very definite that while one may be critical,
perhap-. only a few of the States have been able to set up an adequate
staff to provide adequate supervision and inspection.

In the-e replies thlat have come to me, 40 out of the 4-8, not more
than a dozen say they could adequately inspect prior t) approval and

upervi-e thle-e s,.,,,,1. Actually, but seven sugge-st that they could
supervise thi- type of institution.

.*-Mnat I -\MTLLTTuN. That is, under the existing type of organization?
Mr. BRowN. Yes.
Senator -ILLIKIN. And presumably they would expand to meet

the load?
Mr. BROwN-. One might assume so.
Senator LuCAs. Assuming a private school that carries on a 6-

week to 2-month course does make a profit, the question is: Is
it better for the veteran who comes back with a limited amount of
education. who will make a good mechanic or a good barber, or
something he can readily do under this limited course, to attend that
school. or do you insist on his spending $500 in an institution you
are representing here whereby when he finished that first year he
would probably be throuah for good?

Maybe he hasnt. the background and the ability tocarry on the
kind of a course you are thinking about.

Is it bette-r to eliminate the preliminary course where it can really
do some good, rather than have him spend $200 or $300 or all of
the -500?

Mr. BROWN. As vou have raised the question, certainly the answer
is "No." nind we would give an enthusiastic "No."

As I have indicated, 60 percent of these men have not completed
]high school. so this is primarily a problem of subcollegiiate level.

We would say if the amount of the fee is left without a top, and that
is what this provision of the act does, it is virtually impossible to
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s(1 liplie rnic litiinery to g.iv ade(jtate Kuer'\isori t j h,. sure tflie vet-
eran is gelling vil, 1 r,,'fivel.

Senat,,r LU'CAs. IlA will be a ni:tter for the Vitirans' Admin-
ist rat ion.

Senior MiIJI(KIN. Mr. Chairman, I wofld like to ask the witness
Ii,w could titit supervision be ieveloped so it woul d be adlcqllat,'

M'. BRONVN. T1' proposal has beeii male by 'I numb,.r ,f iJ(fi 'id-
tuials with whom I hT iciisse, l this. tl,:it the act owilt to ,:irry with
it an ainenlllnient wlic'l would gi'e to, tlie State ,1pvpartmnt- (if ,dua-
tiol . or whatever :Ige.u),'y was namel by the Governor to approve
tliese sc ,hools, funds of money so they could adequately set up this
stIpervision.

We hav not discussed that with you lwca . e we believe thi- is a
Sttte responsibility and tlhe StAvt . in some instances, have taken the
problem seriously and in others they have not.

Senator MILLIKIN. You have two barrels to your gun; one. you
object to exorbitant profits, and the other is that you fear under
present conditions you can't exercise proper supervision?

Mr. BRowN. That is correct.
Senator JoHiiN'SO)N. Go right ahead.
Mr. B ,wN. Third, correspondence schools.
Our recommendation is that on page 15. line 14. you should strike

out "or correspondence course" and the same throughout. I shall not
follow it in detail.

The recommendation to strike out all reference to corre.spondence
schools does not mean that veterans are barred from taking corre-
spondence courses. Public Law 346 has been interpreted to include
correspondence courses offered by institutions which also provide
residence instruction. These institutions, almost 100 in number, are
approved colleges and universities, State departments of education,
and a few city school systems. More than 1,000 different kinds of
courses at all levels are available to the veteran.

These institutions are approved by regional and national accredit-
ing associations. Not one cent of payment for such courses goes for
commissions, advertising, or profit, as would be true if commercial
corresl)ondence schools are included in the provisions of this bill.
The difficulty of approval and supervision of the more than 1,000

correspondence schools operating for profit is virtually impossible.
Again referring to the study, only 7 of the 40 State representatives
believe that correspondence schools should be included, and all but
these same 7 state that it would be impossible to (evaluate adequately
such schools prior to approval or to maintain continuing supervision.

Senator LUCAS. Let me ask you a question right there. Who makes
the determination with respect to the 1,000 different kind of courses
that are available to the veterans? Who makes that determination?

Mr. BROWN. They are courses that are provided by the institutions
either publicly supported, or privately supported that have cor-
respondence courses, state agencies of education, in which only two
have such courses, and they themselves determine on the basis of the
need the types of courses they will give. They vary a good deal as the
needs vary.
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Senator LucAs. How many correspondence schools are there out-
side of these correspondence courses that have been approved by your
group?

Mr. BiiowN. That is a hard figure to get. I have tried to get fairly
accurate information and I have estimated there are approximately
1,000 correspondence schools that operate for profit.

Senator Luc.xs. Is there any supervision at all over these corre-
spondence schools?

Mr. BRoWNv. None whatever. They have no relationship at all to
the State agencies of education because they are in interstate commerce.

What the technical aspects of that are, I don't know. But that came
out in several letters from the State superintendents.

Senator Luc.xs. In other words, anybody can start up a correspond-
ence school and carry it on regardless of merit?

Mr. BnowN. There must, within the State be certain requirements
for incorporation, just as in any other business, but in terms of edu-
cational value the answer is "Yes."

Senator JouNsoN-. We have had that same thing here in Washing-
ton about some diploma mill?

Mr. BROWN. That is correct.
Senator JoHNsoN. Didn't we regulate them in some way?
Mr. BRoWN. Those were for the most part institutions-
Senator JoHNsoN. They were giving degrees?
Mr. BROWN. Yes, and an institution to give a degree must have

a charter from within the State for that degree.
But if your institution does not wish to be State-approved it can

operate independently of the State organization.
Senator JoHN-s()N. I think they would be in grave danger of using

the mails to defraud if they went contrary to the fraud laws of the
Federal Government.

Mr. BROWN. Or without giving value received, which is a difficult
thing to measure. The percentage of completions in the correspond-
ence schools is very low.

Senator MILLIKIn. What is that?
Mr. BRowN. That has been estimated at from 4 to 7 percent.
Senator MILLIKIN. Isn't it true that through high-pressure adver-

tising and solicitation, a man signs on the dotted line and in a moment
of enthusiasm is caught for the down payment, is loaded up with a lot
of books, he receives his first lesson and is still a little enthusiastic, and
answers that, and pretty soon that foozles out and the correspondence
course has sold its books and gotten its down payment and it makes its
money out of a turn-over of that kind?

Mr. Biow-N. That is a very accurate description of what would hap-
pen.

Senator MILIKIN. Is there any way that that could be supervised
or regulated? There are some legitimate completions to the great ben-
efit of the men who are taking them. Are there enough of them in
the system to warrant our doing something about it, to give the vet-
eran a chance to do something about it, and give the veteran a chance
to go through the course?

Mr. BROWN. There are three possible alternatives.
One is the one proposed here, that the correspondence courses be

limited only to accredited schools and to colleges.
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A second possibility would be to make plans for payment to the
correspondence school, not on the basis of textbooks received, but
solely on the basis of the number of lessons completed, and, perhaps,
tbat is implied in paragraph 12 of the act as you have it.

The third possibility would be that which was at one time in the
initial discussions of H. R. 3119, which stated that no payment to a
(orrespondence school should be made for commissions, advertising,
or administration, as I recall. Of those three alternatives, which our
group discussed, we believe that the interests of the veteran make it
desirable to choose the first.

Senator LUCAS. It strikes me that maybe something should be done
by the Federal Government to set up some regulatory body over these
schools if they are as bad as you say they are.

Mr. BROWN. They vary. I don't mean to condemn all by condemn-
ing some.

Senator LucAS. But now, your schools in the States have certain
regulatory bodies over them, do they not?

Mr. BROWN. That is correct, sir.
Senator LucAs. Why shouldn't the Federal Government have some

supervision over a school that is there for the purpose of high finance,
highly advertised for the purpose of making a profit only and not
delivering the goods? In other words, it is more or less of a confidence
game, if your conclusion is correct.

Mr. BROWN. I do not mean to too seriously condemn all commercial
correspondence schools. One could be critical perhaps of jome corre-
spondence courses offered by institutions that also require residence,
but you do lay your finger on the grave danger which is the inadequate
requirement of supervision.

Senator LuCAS. If these correspondence schools are as bad as they
are painted here, we certainly should be looking into them before
we permit the veterans' money to be frittered away on a course that
will amount to nothing and for which the Government is paying the
bill.

Mr. BROWN. In a meeting they had in one of the Southern States,
held at Nashville

Senator LUCAS. I don't believe they are as bad as they are painted.
Mr. BROwN. And I could name by name some that have a fine

reputation. But at this meeting in Nashville this group stated they
did not believe the correspondence schools should be approved as
training agencies, primarily because of the lack of supervision.

Senator MILIKIN. Again, you come back to lack of supervision and
the commercial feature.

Mr. BROWN. The same two basic points.
Svmator JOHNSON. Go ahead.
Mr. BROWN. The fourth point to which we would direct your atten-

tion is in terms of maintenance, and on page 16, line 13, we suggest
striking out "or dependents" and substituting for it the phrase 'and
$10 additional per month for each dependent child." This in effect
retains the subsistence payments as at present included in the bill with
the addition of $10 per nonth for each dependent child. In order
to determine the cost of board and room in colleges and universities,
the questionnaire to 100 institutions previously referred to requested
data on living costs for single persons and married couples living on
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the camlpU:s: single persons, married couples, and married couples
with one dependent living off the campus.

A number of bills in (Congress proposed various amounts, and we
attempted to get factual lata.

Average cost for board and room for single persons on the campus
is I,4 per month, for those living off the campus it is $66 per month.
Since many veterans are housed off the caml)Us, it is reasonable to
allow a figure aprloximiating off-campus costs. In regard to married
couples the average cost is $sT on the campus and $112 per month off
the campus.

While it might be possible to justify an even higher payment than
per monthi for a married veteran, the fact that the -majority of

ilstitutions also provide scholarships and work opportunities war-
rants the pre,ent figure of $s5.

Data indicate a considerable increase in living costs for married
persons with one dependent. The average for the 100 institutions
reporting is $18; per month.

Remember that i off the campus.
Collegres and universities, however, are making every possible effort

to provide apartments for veterans at costs very much lower than can
be procured other than through the institution. In the light of this
fact, the committee recommends only the additional payment of $10
per dependent child. These recommendations in the light of the
specific data again represent the considered judgment of the council's
committee that the institution has a responsibility in sharing costs
with the Federal Government and that the individual veteran has also
a responsibility to provide for expenditures over and above board and
room.

Senator MMLIKIN. Have you made any estimates as to the average
number of dependents veterans who take these courses will have?

Mr. BROWN. We do not have that information, sir.
Now, this last comment would bear very directly ob. the previous

testimony before the committee. Page 44, line 17, we would add:
Proridcd. That the amount of the difference between established fees and the
payments made to the institutions for the training and education of the veteran
shall not be charged against or deducted from such adjusted compensation.

As indicated earlier in this statement, Public Law 346 and the identi-
cal wording of H. R. 3749 is a recognition of the responsibility of the
Federal Governnieit to provide fair and reasonable compensation to
e(lueati,,lal institutions. It is also a recognition that provision for
the cost of such training and education is a Federal obligation. Pub-
lic-school !.,stcn.s, for the most part, charge no fees. Many publicly
sul)ported colleges and universities do not charge tuition but have
small incidental fees.

As was pointed out by Mr. Taylor, a number of the institutions have
put ini State or out-of-State fees.

If the institution, public school, or college charges only its estab-
lished fees. the bulk of the cost of the education of the veteran is shifted
from the Federal Govermnent to the State or municipality. If the
institution, in conformity with the full intent of the act, receives pay-
ment from the Federal (overnment for veterans in excess. of estab-
lislied fees charged the nonveteran, the bill as now worded actually
shifts the payments from the Federal Government to the veteran him-
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self. in case an adjusted-compensation act is later passed by the Con-
gress. This fact has given credence to the ass-ertion, on the part of
certain groups, that institutions collecting a higher fee are discrimi-
nating against the veteran. It is apparent that the veteran himself
is not personally concerned with this matt er, as evidenced by the fact
that many have transferred from relatively free institutions to those
with relatively high fees. Despite this fact, the differential in pay-
ment. has been used by certain groups to bring pressure upon public
institutions to make no charge other than their established fees. The
inclusion of the provision stated above would definitely transfer this
differential in payment to the Federal Government, as was the intent
of the Congress. It would eliminate further pressure upon institu-
tions and the State to bear an undue share of veterans' education, as
compared with the private institutions in the State which charge a
higher tuition fee. The addition of the proposed provision would.
therefore, be a very significant step in equalizing the educational
opportunity for veterans.

In the study that I previously referred to, certainly the data would
substantiate the statement by the American Legion of wide differential
payments under Public Law 16 and Public Law 346, and while no
action has been taken by the committee, and I am speaking wholly
as an individual who has gone over the data, I am sure if it were
presented to the committee they would have urged again uniformity
of payment under these two acts for the same education.

Itis our very earnest hope that these recommendations will be
incorporated in the act as approved by this committee. The recom-
mendations are based not on judgment but on the results of a study
of 1 year's operation of Public Law 346. They are concurred in by
the national associations in the field of education representing the
great majority of education at all levels in the United States. They
are presented solely in the interest of the veterans.

Senator JOHNSON. Thank you very much, Dr. Brown. Are there
any questions?

(No response.)
Senator JoHNsoN. Mr. Frank Haley, Military Order of the Purple

Heart.

STATEMENT OF FRANK HALEY, REPRESENTING THE MILITARY
ORDER OF THE PURPLE HEART

Mr. HALEY. Mr. Chairman, I have no prepared statement to submit
to this committee. However, I appear on behalf of the Military Order
of the Purple Heart, composed entirely of wounded veterans, men
who shed their blood in combat with an enemy in all wars; to give the
views of our organization relative to amendments to the GI bill, Public
Law 346.

Our organization has always felt and advocated that the first should
come first, and we believe that the men who faced the enemy on the
battlefields or in the air or on the seas and suffered wounds at the
hands of the enemy should come first and be considered first.

Our organization, following the presentation of the so-called GI
bill, called its legislative committee together and gave some consid-
eration to the bill as originally submitted.
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I teiN-onailv appeared )efore the Senate subcolmlittee of tle Com-
ruittee on Finance at hearings at that time. Our organization took
tilt stand th:t we could not and did not support the GI bill in its
original form as sluiitted. nor lid we support it in its amended form
a -it was finally passed by both Houses of Congress and signed by the
I)r-ident. becolming Putblic Law 34(.

Since that time our national (xecut ive committee of the Military
Order of the Purple Heart has met on two occasions and again con-
sidered the G I bill and propos-ed amendments to this bill, and on each
occasion the national executive committee of our organization has
reached the same collusion as we reached in refusing to support the
G1 bill at the time it was first introduced.

I would like to give to this committee some of the reasons why the
Military Order of the Purple Heart has taken such an action.

We felt that this bill was entirely too broad, that it covered entirely
too much territory, that it threw the gates open for everyone who had
ever worn a uniform, every branch of the service, men or women.

The number may run to eighteen or twenty million before it is over
with. No one at that time could forsee what the cost of such a piece
of legislation may run into, and the question is today, if anyone, even
after this war is over and the fighting has ceased, could foretell what
the cost of thi- bill may eventually be to our Government.

Many of us old-timers who served in World War I and even in
previous wars. as did I, who served in both the Spanish-American War
and World War I. overseas in both and severely wounded in World
War I, remember one morning in 193,2 when we woke up and found
what we considered Public Law No. 2 passed, the famous Economy
Act. without the knowledge of any recognized veterans' organization,
so far as I have been able to ascertain, and without any questions
being asked.

And who got hit through that bill? The wounded and disabled
veterans. They are the ones that got it, and they got it in the neck.

Now, we fear that there may be a repetition of such a law being
passed.

When the fighting was still going on, certainly no one would have
the audacity nor the nerve to come out and advocate anything but "give
it to the veterans."

It was "give it to them; we will give them the world."
But there are agencies that have always been in existence since

World War I advocating economic action on the part of the United
States Congress, and I fear, as do other members of our organization,
that some day we will find a repetition of what happened in 1932.

I certainly hope that I am wrong in that assumption, but I think
it is well worth considering, and I think that much care should be
taken and due consideration given by all interesLed, and particularly
so by the United States Congress and Senate.

Nw. for that reason our organization never approved the GI bill,
Public Law 346.

We have not been particularly interested in any amendments that
have been .submitted. We felt that this structure was so top-heavy
that it would cave in the entire structure of its own weight.

I am inclined to believe that our prophecies along those lines have
proven, at least to a certain extent, correct, in that we find that ever
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since Public Law 346 was signed by the President arid became a I:,w
it has been practically impossible to administer and operate the things
provided for under the act.

Now, I think that is borne out by the fact that o:, many amendments
have been proposed by the variotis veterans' organizations, by the Vet-
ei'ans' Administration, and by Congress, and, I believe, the Senate
itself.

Now, I know I am going to be criticized by many of my friends in
other veterans' organizations, and, incidentally. I am a memler. and
ain active member, of all of them. But the feeling of the Military
Order of the Purple Heart, its national officers, its national executive
committee, and my personal feeling as a national service directorr rep-
resenting that organization here in Washington, is that we are of the
opinion and firm belief that there is only one way to correct and remedy
many of the things contained in the so-called GI bill, Public Law 346.

There are some things that perhaps could be taken out separately,
and separate legislation enacted, so far as they cover the same things.
ks far as the educational feature of this bill is concerned, we are firm
in our belief that every man who was wounded in action, every man
who was disabled in line of duty in any way, shape, form, or manner,
should be rehabilitated at the expense of the Government.

The Military Order of the Purple Heart has questioned throughout
the advisability and the good policy of attempting to educate and train
every man that wore a uniform that came out of the service healthy,
strong, and perhaps came out in a better condition physically and
mentally than he was when he entered the service.

We have questioned throughout the advisability of this Government
trying to educate those men, putting them in universities or colleges
for 12 months, 2 years, 3 years, or 4 years.

I venture to say that a great majority of those men would never
become educated. You could keep them in college the rest of their
natural lives and it just isn't in them. I would like to see somebody
put me in a college and keep me there and educate me. They would
have a sweet, job on their hands, Mr. Chairman and gentlemen of this
committee. It just can't be done.

And I believe that those men, if they were just left alone, and if
they were not given so much advice-good, bad, and indifferent-as
soon as they came out of the service healthy and strong and in good
physical condition and mental condition, they would take care of
themselves.

They would take a chance with every other American in the coun-
try, and I think they would come out on top.

Last year there were a number of bills introduced in the House of
Representatives-I think 10 in all-and at least 1 introduced in the
United States Senate, that provided for an adjusted compensation to
World War II veterans.

Those bills, of course, died a natural death. 'We knew they would.
But during this Congress a new bill of similar nature has been intro-
duced in the louse. It is H. R. 127.

Now, as I said, we believe there is one wav to remedy all of the
evils, all of the troubles we have had so far and that we will have in
the future in trying to administer and carry on under the provisions
of the GI bill 346, and that is to repeal the entire act.
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The,e mayny snl like lharsh words, but I believe tlh:at tlat voildi
relel- an11 help.

If ( on,0,'r - would S,,, lit to enact suich l('.islalion as provided at
present under II. R. 127. 1 tliink iyi wouldI have the answer; and
the-e vetevrafls, men and wolniell. retaining honie-whetlier disabled,
whether wounded, or aide-bodied-would have something, and they
woull he able to take care of themsel.'lves. They wotld inot have to
depends on :involle.

Another thlinty that such legi-lation would (o, in our opinion, is
that it wouli f l'e tall aniy future attempt to have a bonus bill passed
byW,,rl, War II veterai'ns. I cannot help but feel-I may be wrong,
but I do feel-and I base that assumption on things that I have heard;
expre-.-,ed by Gi's coming out of the service who have come home from
ov ea.--I feel thAnt sooner or later one day there is going to be another
bonus drive on for a bonus for World War II veterans.

If su ,h a bill a- H. R. 1"' would be enacted into law, it would fore-
stall and stave off any such action.

The proposed H. R. 127 is liberal; but it does not give the men
who served in a camp in this country, who lived on the best in the
land. who had the best food, wore the best clothes that, the Govern-
ment could buy. and had the best quarters to sleep in, the things it
would give the men who were overseas, who were overseas for 2 years
or more. who laid in foxholes in Italy, Sicily, France, and Germany
and on all i!1ands throughout the Pacific.

It would be graded upon length, place, and time of service.
I would merely leave that thought with this committee.
Mr. Chairman, I greatly appreciate the courtesy extended in per-

mittingr me. as a representative of the Military Order of the Purple
Heart, to come before your committee and express our views.

I know that our views are contrary to all others, but we still stand
on them. and I regret to say that we have found it so far impossible,
and we have been unable to support this GI bill.

I hope that my many friends in veterans' organizations will not
hold this against me personally. I merely expressed the ideas of our
organization, and I want to add that they are my personal views as
well.

I thank you, Mr. Chairman.
Senator %jHNs.. We thank you very much, Mr. Haley.
Now. we will hear from Col. Sidney Post Simpson, of the Practicing

Law Institute.

STATEMENT OF COL. SIDNEY POST SIMPSON, EDUCATIONAL
ADVISER, VETERANS PROGRAMS, OF THE PRACTICING LAW
INSTITUTE

Colonel SI3,PsoN. Mr. Chairman and members of the. committee,
at the outset I want to state that I will be testifying solely on the
educational provisions of the GI bill of rights.

I will be taking a position for the most part the same as that taken
by the Veterans' Adiministration, and in accord with it, and in a posi-
tion couivstent with that taken by the American Legion, although
we go a little further than either.
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Oiir position is dianletrically olpOsd on one very important is.ue
to the position taken by the Ameyrican ( ,oiicil on Edcation. I. there-
fore feel that I should sa.ly a word at the outset as to wlio I nin repre-
senting before tlhis comnnttee.

I an apleariIng before you on belialf of the Pr:,cticinr Law In:-ti-
tute, a nonprofit educational inst itlition ,.ondlu,'tiitg courses for lawyers,
which is acting in the matter of refresher medication for lawyer vet-
eraws as the agency of the Arnerican Bar Association.

The institute, which has its headquarters in New York City, is
approve(l as a postgraduate school by the New York State Department
of Education. Its president is former U'nder Secretary of the Treas-
ury Arthur A. Ballantine, and among its trustees are Secretary of War
Pattei-sol, Assistant Secretary of the Navy Hensel, Dean Young, B.
Smith, of the Columbia Law School, and Judge Thomas D. Teacher
of the New York Court of Appeals, formerly Solicitor Geiieral of
the United States. Its director and founder is Mr. Harold P. Seligson
of the New York bar.

The institute has been in successful operation for 12 years, and is
the only educational institution in the United States with comparable
experience in giving postgraduate courses for practicing members of
the bar, as distinguished from postgraduate courses of the type many
law schools give.

Courses have been given not only in New York, but also in 32 other
cities from New Hampshire to California and from Florida and Texas
to Illinois. All these out-of-State courses which thus far have dealt
with the subjects of Federal taxation and general and trial practice,
have been given at the request and under the sponsorship of various
State and local bar associations.

When the problem of providing refresher instruction for lawyer
veterans began to become pressing, the American Bar Association
designated the Practising Law Institute as its agency to organize and
carry out a Nation-wide plan of refresher instruction for lawyer veter-
ans in cooperation with State and local bar associations throughout the
country. The institute is now actively engaged in organizing the
materials for these courses. One special veterans' course has already
been successfully given in New York ('itv-

Senator CON.ALLY. You are going to refresh the lawyers who have
been practicing lawyers?

Colonel SIjMPsoN. That is correct, sir.
Senator CONNALLY. What are you going to teach them? What

kind of a course do you give them?
Colonel SiMPSON. What we have in mind, Senator, is a course which

will consist primarily of three subject matters. First, we hope to
assist the local bar association and law schools in organizing refresher
courses in local law.

Senator CONNALLY. They are going to need a few clients more than
they will need refresher courses. If they get the clients, they can
refresh themselves.

Colonel SIMPSON. And I will have something to say on that sub-
ject a little later, Senator, if I may.

In the second place, we exl)ect to make available materials on general
and trial practices to be supplemented by local lectures, and in the third
place, we propose to continue to make available the courses in Fedeal[
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taxation which we have heretofore made available and which, of course,
do not necessarily require local lecturers.

We will have, of course, institute courses in Federal taxation which
will be open to veterans and nonveterans. One is running in St. Louis
and one will be opened in Boston in the very near future.

Before going further, I should, I believe, state my qualifications to
testify on this'bill, both as a lawyer and as a veteran.

I am a member of the bar of the Supreme Court of the United
States and of the bars of the District of Columbia, Massachusetts, and
New York. From 1922 to 1931 I practiced law in Washington and in
New York. From 1931 until I went on leave in 1940 to enter the Army,
1 was professor of law engaged in teaching as a professor at the Har-
vard Law School.

In World War I. I enlisted as a private and ended up as a first ser-
geant. In World War II, I served as a major and lieutenant colonel
of Field Artillery. For the past 2 months I have been educational
adviser for veterans' programs to the Practising Law Institute, and
have been trying to work out this program in consultation with the
section on legal education of the American Bar Association, of which
I have been a member for over 20 years.

I have said that I appear before this committee on behalf of the
Practi.,ing Law Institute. That is true, but only in a technical sense.
I am really here to speak for more than 25.000 lawyers who have served
in the Army, Navy, Marine Corps, and Coast Guard, mostly in the
combat branches, with credit to themselves and to their country, and
'who are now faced with the necessity of reestablishing themselves in
civilian practice.

I thoroughly agree with Senator Connally that what they primarily
need is clients. but what they need in addition to clients is to refresh
their knowledge.

I am authorized to speak on this matter for the organized legal pro-
fession. I think this is sufficiently evidenced by the statements from
the section of legal education of the American Bar Association and
from the National Lawyers Guild which I am filing with the committee.

(The statements referred to follow:)
SEPTEMBER 19, 1945.

MEMORANDUM BY THE SECTION OF LEGAT. EDUCATION AND ADMISSIONS TO THE BAR

OF THE AMERICAN BAn ASSOCIATION

Since the summer of 1.943, the section of legal education and admissions to
the bar of the American Bar Association has actively sponsored the idea that the
bar has a responsibility for refresher courses for lawyers who have served and
are servingr in the armed forces of the United States. The section does not have
a staff sufficiently large or experienced in post-admission legal education to
prepare and conduct curses of this kind. A survey was made of agencies which
might be able to plan and carry out a program of education for lawyvr-veterans
upon their discharge from the service.

After careful consideration, the council of the section chose the Practising Law
Institute because it believed the institute to be best prepared to undertake this
work. The institute was the choice, first, because it has had experience in
post-admission legal education in New Y, rk for more than 12 years. During
that time it has offered courses for attorneys who reside in New York and it has
,condu'ted summer programs in the city for nonresident lawyers. In cooperation
,with the section of taxation of the American Bar Association, the institute has
or,'anized and conducted short, intensive courses in more than 20 other cities.
This cooperative program has been unusually successful. Second, the institute
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was chosen because it Is a nonprofit educational corporation. The section was
anxious to make this refresher program available to as many men as possible,
without financial gain to itself or to its cooperating agency. Third, the institute
was sufficienty well financed to advance the large sunis of money necessary to
do the preliminary planning and to prepare the printed materials which were
deemed essential. Fourth, the institute was willing to add to its staff men who
would devote their full time to this program.

The board of governors of the American Bar Association in September 1944
authorized the section of legal education to cooperate with the Practicing Law
Institute, to the end that refresher courses for lawyer-veterans might be made
available through local bar associations all over the United States. A cooper-
ating committee representing the section has assisted the institute in planning
the courses and curricula.

If the lawyer-veteran is to be served adequately, three types of program seem
to be required: (1) Short, intensive courses of a month or less duration; (2)
part-time courses in the larger cities extending over a period of 3 to 6 months;
and (3) materials for home study for those who cannot enroll in the courses.

It is hoped that the prfyisions for veterans' education will be i4o modified that
this national program of reeducation will be available to the maximum number
of lawyer-veterans without expense to the veterans themselves.

ALBERT J. HARNO,

Chairman, ,ocction of Lrgal Education and Adrni8sion8 to the Bar,
Amcrican Bar A8sociation.

NATIONAL LAWYERS GUILD,

New York 17, N. Y., October 4, 1945.
Senator EDWIN JOHNSON,

Chairman., Subcomniittee on VYterans Legislation,
&mate Comnittce on Finance, Scn ate Offce Building,

Washington. D. C.
DEAR SENATOR JOHNSON: Our organization has examined the proposals for

amendments to the Selective Service Readjustment Act (Public Law :346, 78th
Cong.) made by the Practicing Law Institute and approves the proposed
amendments.

The four proposed amendments apply to the educational features of the
present law:

1. The tuition fees: The law allows $500 tuition for a school year. No objection
would be taken to that except for the interpretation by the Veterans' Adminis-
tration which limits payment to a maximum of $16.67 per week, regardless of
the number of hours of instruction. While this provision may be satisfactory in
the case of academic students, it ignores the needs of large numbers of pro-
fessional students such as lawyers, accountants, engineers, etc., who require
intensive refresher courses and not a repetition of a normal year-round academic
course. We, therefore, favor the amendment contained in H. R. 3749 to permit
the veteran to apply the annual tuition to a shorter period.

2. Subsi~teice and travel al'owance: The present subsistence allowance of
$50 a month to students without dependents and $75 per month with dependents
are patently insufleient. The proposed amendment will authorize the Veterans'
Administrator to take into account factors which call for an increase in sub-
sistence allowance.

At the same time, especially in the case of professional students who are
required to travel long distances to their school, travel allowance should be
made in the prevailing mileage rates. Unless these obvious needs are met, the
provision for veterans' education becomes a mockery to many veterans.

3. Lessons which we have learned from discussion with increasing numbers of
veteran-lawyers, support our conclusion that amending the educational section
to provide for correspondence courses Is desirable. Many lawyers and law stu-
dents will not have the time to return to school; yet they will want to refresh
their education. Correspondence courses by nonprofit educational institutions
should be encouraged to meet such needs.

4. Books: Lawyers and other professionals who wish to study on their own,
should be Provided with the necessary tools--books. The present educational
section of the law is in a sense a strait-jacket because it fails to allow for
the various methods by which education can be acquired; regular academic
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courses, special courses. refresher courses, night courses, correspondence courses,
and home study. The choice in each case should be made not by the Veterans'
Adminitration but by the veterani and the law should be admiiniistered in the
spirit which it was intended so as to permit every veteran the free choice in his
form of education.

The National Lawyers Guild goes beyond the proposed amendments and urges
that the veteran-lawyer or other professionals requiring books should be allowed
tit purchase such bot ks. the cost thereof be applied against the $500 per annum
allowance for education charges.

Respectfully yours,
ROBERT W. KENNY, President.

Moreover. the amendments which we advocate in the memorandum
which I aim presently going to file with the committee, giving the
details of the amendments which we propose are presented not merely
for the benefit of lawyer veterans, but for the benefit of all veterans
of whatever vocation or profession, who desire to return to their prior
calling. whether it be as lawyers or barbers, or., for that matter, for the
benefit of those who may desire short intensive courses to fit themselves
for callings which they have not heretofore exercised.

So I am speaking, Mr. Chairman, not only on behalf of the lawyers
but on behalf of the accountants, and I have been specifically author-
ized to -peak for them by th8 American Institute of Accountants, and
I would like to file a copy of a letter from that organization.

Senator JoHNsoN. That may be done.
(The letter referred to is as follows:)

AMERICAN INSTITUTE OF ACCOUNTANTS,
New York, N. Y., October 1, 1945.

Col. SIDNEY POST SIMPSON.
Edu cational Adriser, Veterans Programs, Practicing Laiw Institiute,

cw York. N. Y.
DE.AR ('OLONEL SI.rPSON: The American Institute of Accountants, the national

professional organization of certified public accountants, is publishing a refresher
course for returning veterans who were preparing for or engaged in public ac-
counting before entering the armed forces. This material will be available for
presentation in organized classes at the established educational institutions, in
special courses, sponsored by State and local organizations of certified public
accountants, in staff-training programs of accounting firms, and for home study
by individuals.
Th, executive committee of the institute believes that the proposed amend-

ments to the GI bill of rights, which have the endorsement of the Practicing
Law Institute, representing the American Bar Association, for the purpose of
introducing flexibility into, the provisions covering the ways in which veterans
may pursue refresher studies with financial aid from the Veterans' Adminis-
tration, would be helpful in carrying out the institute's program for returning
veterans.

You are authorized to present this letter to the Committee on Finance of the
United -tates Senate at the forthcoming hearings on H. R. 3749 as representing
the views of the American Tstitute of Accountants.

Your-- sincerely,
JoHN L. CAX-Y, Secretary.

Colonel SIMPsoN. And I feel I am also speaking equally for the
engince."s and for many teachers and for the doctors.

I would like to preesnt for the record a copy of a telegram which I
received tlls morning from the chairman of the subcommittee on
veterans administration of the committee oi postwar medical service
of the American Me(ii(al Association, which I will read to the com-
inittee:

The educntional problems of the medical profession with reference to the
GI bill are substantially similar to the education problems of the legal pro-
fession. If the subcommitt-e on the veterans education program of the
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committee on postwar medical service of the American Medical Association
had the opportunity of presenting its viewpoints these would be found to be
in substantial agreement with the views expressed in the document Edur.ation
Needs of Lawyer Veterans. It is still the hope of the medical group that some
of its problems can be solved by changes in the regulations. It may well be,
however, that to effect certain desirable changes amended legislation may be
necessary.

ALPHONSE M. SCHWITALA,
Chairman, ubcominittee on Postwar Medical Scrvice.

And I would also like to file memorandum prepared by the Prac-
tising Law Institute on educational needs of lawyer veterans.

Senator JohNson. Without objection, that may be done.
(The memorandum referred to is as follows:)

PRACTISING LAW INSTITUTE,

New York 7, N. Y., Septcmber 16, 1945.

EDUCATIONAL NEEDS OF LAWYER VETERANS

There are at least 25,000 lawyers in the armed services. Most of them will soon
be discharged. Many of them had had only 1 or 2 years' experience in practice
before they entered the service. A considerable number of them had completed law
school courses, and some had been admitted to the bar, but have had no experience
in practice at all. Even those who had practiced for some years have been away
from the law for 3 or 4 or 5 years. Moreover, a very large proportion of the
lawyers in the Army and Navy have served in the combat branches, and have had
no occasion while in the service to make use of their legal training or to keep up
with new developments in the law. When these men and women are discharged
from the service of their country, it is imperative that they be given the oppor.
tunity to secure the best possible refresher training in the shortest period of time
consistent with sound educational practices.

Lawyer veterans who have practiced or were ready to enter practice before
becoming members of the armed forces do not need and emphatically do not want
postgraduate law courses of the character customarily given by the law schools
of this country, which in any event, will have their hands very full in taking care
of the large number of veterans who had begun the study of law before they
entered the service and those who desire to begin law study after their discharge.
What is needed and wanted by the veteran lawyers is adequate access throughout
the United States to practical and somewhat intensive refresher courses which
will enable them to reenter the practice of their profession with proper prepara-
tio r, but without undue delay.

The American Bar Association, realizing that the primary responsibility for
organizing such refresher courses rests upon the legal profession itself, is per-
fecting plans to make such instruction available throughout the United S'ates in
cooperation with various State and local bar associations. In order to accom-
plish these purposes most effectively, the association's section of legal education
has made arrangements with the Practising Law Institute, New York, N. Y., to
act as a central clearing house for information with regard to refresher courses,
to provide printed materials for such courses wherever desired by State and local
bar associations, to arrange for the services of competent instructors where re-
quested, and generally to function as the operating agency of the section of legal
education of the American Bar Association in the practical carrying out of the
association's plans.

The selection of the Practising Law Institute for this purpose was logical
because:

Pirst. The Institute is a nonprofit educational institution chartered by the
board of regents of the University of the State of New York and, as such, has been
certified to the Veterans' Administration by the New York State department of
education as qualified and approved to provide instruction and training.

Second. The institute has had 12 years' successful experience in conducting
practical courses for lawyers, not only in New York ('ity but in other parts of the
country. Thus, it has conducted, in cooperation with the American Bar Associa-
tion's section of taxation, courses on tax law in 32 different cities from F'orida
and Texas to Connecticut and New Hampshire and from Pennsylvania to ('ali-
fornia, which since 1if43, were attended by over 3,600 lawyers. rhese courses were
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conducted under the auspices of the State and local bar associations, with uniform
suc(ss. The institute thus has the know-how needed for the association's veteran
project. The qualifications of the institute for this purpose have also been recog-
nized by the war committee of the bar of the City of New York, which is cooperat-
Ing with tlie institute in developing plans for refresher courses for lawyer veterans
in New York City, one of which has already been successfully given.

Third. Since the Practising Law Institute has for 12 years specialized in the
giving of practical postgraduate instruction for lawyers after their admission to
the bar, it is desired by the American Bar Assc.iation that the unique facilities
and experience of the institute be made available to the American bar generally
and to the American law schools, as well as to the lawyer veterans themselves.

The program of courses for lawyer veterans which has been worked out jointly
by the association's section of legal education and the Practising Law Institute,
is well advanced, and, as stated above, one course under the program has already
been given in New York City. The section of legal education has informed the
various State and local bar associations of the country of the facilities available
and a number of them desire to take advantage of those facilities for the benefit
of lawyer veterans returning to their own States and communities. The pro-
posed program, however, is meeting with difficulties arising out of the present
provisions of Public Law 346, Seventy-eighth Congress, commoRly known as the
GL. bill of rights, as interpreted by the Veterans' Administration. Since amend-
ment of this statute is now under consideration by the Congress, we feel under a
duty to call attention to the specific difficulties which have arisen and to make
concrete suggestions as to how these difficulties may be resolved in the interest
of the lawyer veterans. There are four such difficulties:

1. Amount of tuition fees payable.-The GI bill of rights at present authorizes
the payment for full- and part-time instruction of an educational institution's
customary cost of tuition, not exceeding $500 for an ordinary school year. As
interpreted by the Veterans' Administration, payment under the statute is limited
to a maximum of $16.67 a week (usually $14.70 a week), regardless of the number
of hours of instruction provided, or 67 cents an hour, whichever is lower, even
though the institution's customary tuition fees do not exceed $500. As a result,
intensive postgraduate courses of short duration must either be given to veterans
at less than the amount charged nonveterans, or the veteran must pay the differ-
ence between the institution's established tuition fee and the limited amount which
the Veterans' Administration will pay, even though the total tuition cost to the
veteran during a 12-month period is less than $500. The first alternative is unfair
to the educational institution; the second is unfair to the veteran. Without
entering upon argument as to whether this interpretation of the present law is
justified by its terms, it is suggested that the law should be made sufficiently
specific to avoid such interpretation in the future, and thus to protect the right
of lawyer veterans to receive the best possible refresher training without being
unduly delayed in reentering legal practice.

An illustration will serve to emphasize this point. During the 2-week period
January 29 to February 9, 1945, the Practising Law Institute gave an intensive
refresher course primarily for lawyer veterans, which was sponsored by the section
of legal education of the American Bar Assu-ciation, the committee on postwar
problems (if the New York State Bar Association, and the war committee of the
bar of the city of New Y4)rk. This course included 84 hours of instruction, and the
fee prescribed was $100, which included, without additional charge, printed mate-
rials of permanent value. The course was open to and attended by lawyers who
were not veterans at the same tuition fee. Nevertheless, under the interpretation
of the law\" previously referred to, the Veterans' Administration determined that
only $29.40 per veteran ($14.70 a week) student should be paid to the Practising
Law Institute.

We are, of course, acutely aware of the necessity for preventing the exploita-
tion of veterans or of the Government through excessive tuition charges for
veterans' refresher courses. But we are equally aware that the present law,
as interpreted by the Veterans' Administration, will make it impossible to
afford to lawyer veterans the kind of refresher instruction they most want
and need. To insure adequate refresher training for veterans who are al-
ready members of the bar, (or, for that matter, members of the other professions,
adequate refresher courses must not be made impossible by arbitrary weekly or
hourly limitations such as exist at present. The courses which it ispontemplated
will be offered under the national veterans plan will be open to lawyers who are
not veterans and who will be charged exactly the same tuition as the veterans
themselves.
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The interpretation placed upon the present law by the Veterans' Administra-
ton has worked special hardship upon instituitions which, like the Practising Law
Institute, have provided instruction to eligible veterans without receving from
the Veterans' Administration payment of their regular tuition fees, as paid by
nonveteran students, and which, like the institute, have not deemed it proper to
collect the difference from veteran students. Whether or not Congress sees fit to
correct this past injustice, it surely should not be perpetuated for the future.

2. Sub8i8tence and travel allowances.-The subsistence allowances of the
present law of $50 a month to veteran students without dependents and $75
to those with dependents are increased by H. R. 3849, passed by the House of
Representatives, to $60 and $85, respectively. Quite aside from the question
whether these allowances, even if increased, would be adequate for veterans
taking postgraduate courses at institutions in the vicinity of their homes, they
may very well be extremely inadequate for veterans attending short, intensive
postgraduate courses away from home. It will be necessary for many lawyer
veterans to do this if they are to secure adequate refresher training, since
practical difficulties will prevent the offering o refresher courses except in
some 40 or 50 of the larger cities of the country, where living costs are particu-
larly high. Moreover, veterans who must travel a substantial distance from
their homes in order to secure a refresher course are placed at an unfair
disadvantage under the present law by reason of the fact that no travel
allowance is available to them. These difficulties can be corrected by providing
in the GI bill of rights, when amended, that the Veterans' Administration be
authorized (1) in the event that the normal subsistence allowance is inadequate
for a veteran taking a short, intensive postgraduate course away from home,
to establish a suitable per diem allowance at a rate greater than the normal
monthly amount, and (2) to pay a mileage allowance to and from the city where
he will attend the course, provided that the total allowance during any 12-month
period shall not exceed the amount normally payable, exclusive of travel expenses
or increased allowances.

3. Corrc8pondence cour8e8.-Even with the changes proposed above with
respect to subsistence and travel allowances, there will be a number of lawyer
veterans who will be unable to take advantage of refresher courses except by
,correspondence. Refresher instruction of the type contemplated by the national
program cannot be provided by existing correspondence schools because of the
specialized nature of the subject matter. While H. R. 3i49, w hich has been
passed by the House, amends the present bill of rights to authorize the payment
of tuition fees for correspondence courses conducted by correspondence schools
in existence prior to the effective date of the amendment if enacted, this will not
meet the situation so far as lawyer veterans requiring correspondence courses
are concerned. Their needs can be met, however, by providing for the payment
of tuition fees for correspondence courses given by nonprofit educational institu-
tions which have not previously offered correspondence courses, providing that
such institutions are approved for instruction in residence and have been in
operation for 2 years or more.

Many lawyer veterans will desire to take correspondence courses for their
professional reeducation without receiving credit and without the necessity
for taking examinations. This need can readily be satisfied by providing in
the GI bill of rights, as amended, that payment for self-study correspondence
-courses shall be made when all the lessons, books, supplies, equipment, and ma-
terials have been furnished to the veteran.

4. Books for home 8tudy.-The needs of some lawyer veterans can best be
met by supplying them with the necessary books and materials for home study
without any correspondence course arrangements. Many of these veterans, it
must be remembered, are mature men witr considerable experience in practice,
who are perfectly capable of determining their own educational needs. The GI
bill of rights should therefore provide for payment by the Veterans' Administra-
tion for books and other materials prepared or made available by approved
-educational institutions where desired by lawyer veterans who wish to secure
them for home study without enrollment either as correspondence students or
students in residence.

To guard against abuse, the Veterans' Administration should be authorized
to pay for such books and materials only when they are made available by ap-
proved educational institutions not operated for profit, which certify that such
books and materials are suitable for home study by the particular veteran making
application to have them raid for under the GI bill. It should be further pro-
vided that the Veterans' Administration must determine that the cost of the
books and materials was fair and reasonable.
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The precise wording of the amendments to the present law necessary to elimi-
nate tWe difficulties outlined above which now stand in the way of adequate
refresher instruction tor lawyer veterans will, of course, depend on the luture
history of pending amendatory legislation. Assuming, however, that the Com-
mittee on Finance of the Senate will give primary consideration to H. R. 3i49
as it has passed tie House of Representatives, the attached draft of amend-
ments to this bill has been prepared. These amendments incorporate the revisions
of parts of S. 974, introduced by Senator Johnson of Colorado, which it is under-
stood have been prepared by the Veterans' Administration, and which were
endorsed by the President of the United States in his message to Congress of
September 6, 1D45. 'Lhe Veterans' Administration revisions go far to eliminate
the exISL lg anjicultie.> di.,cussed in this memorandum, and, it supplemented as
proposed in the draft whica follows, will eliminate them entirely.

'1Lhe sole purpose 01 1,1S memoranuum anu of the draft amendments sub-
mitted herewith is tO m.,ke possible the most practically useful and desirable
refresiier education for lawyer veterans throughout the United States. The
American Bar Association through its section of legal education and with the
aid of thoe Prac-tislng Law Institute has assumed the responsibility properly
belonging to the legal profession for providing adequate educational readjust-
ment t, its members who, in most cases at great personal sacrifice, have honor-
ably served their country on land, on sea, and in the air.

What the Practising Law Institute, as the agency of the American Bar
Association for this purpose, seeks is merely that the educational provisions
of the GI bill of rights be so worded as to make possible the quickest and
most effective reestablishment of these men and women in our profession from
which they have been absent for a while to serve their country in its hour of
need.

ARTHUR A. BALLANTINE,
President,

HAROLD P. SELIGSON,
Director,

SIDNEY POST SIMPSON,
Educational Adviser, 1'eteraus Programs.

September 16, 1945.

SUGGESTED AMENDMENTS TO H. R. 3749

1. Amount of tuition fecs payablc.-Amend section 400 (b) 3 (b) (p. 14 of
H. R. 3749) by deleting the word -vocational" from line 12. This conforms the
section to section 6, subparagraph (b) as S. 974 as revised by the Veterans'
Adini i istration.

2. Subsistence and travel allowances.-Add the following provisos at the end
of section 4(K) (b) 6 (p. 16 of H. R. 3749) :

"Aw provid d further, That if the subsistence allowances established herein
are inadequate for a person attending a short, intensive postgraduate or train-
ing course under paragraph 3 (b) hereof, at a place distant 50 miles or more from
his home, the Administrator shall so determine and shall establish a per diem
subsistence allowance at a rate in excess of the daily rate of the allowance
established herein, but not exceeding $6 per day, and shall pay such per diem
allowance to such person while such person is attending such course, and, in
addition, thereto, shall pay to such person a travel allowance at the rate of
three cents (30) per mile to and from the place where such person attends such
course: Prorided, howcvr, That the aggregate subsistence and travel allowances
payable tu such person attending such short, intensive postgraduate or training
course shall not exceed the subsistence allowance payable under this paragraph
during an ordinary school year."

3. (',rr .sjondurcc coursc..-(1) Add the following subparagraph (c) at the
end of section 400 (b) 3 (p. 14 of H. R. 3749) :

(6(c) Any -uch eligible (person nia apply for a course of instruction by corre-
spondence without any maintenance allowance: Prorided, That the Administrator
shall have authority to contract with approved institutions for such course.
if he finds that the agreed cost of courses is reasonable and fair: Prorided further,
That tie provisions of paragraph 5 shall not apply to correspondence courses,
that one-lourth (Jf the elapsed time in following such course shall be charged
against the veterans' period of eligibility, and that the total amount payable for
a correspondence course or courses for any veteran shall not exceed $500: And
provided further, That nothing herein shall be construed to preclude the use of
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-,irovd ' correspondence courses as a part of institutional or job training, sub-
ject to regulations prescribed by the Administrator."

This adds to H. R. 3749 the language of section 5, subparagraph (e) of S. 974
as revispd by the Veter:ins' AlministraItiofn.

(2) Delete section 400 (b) 12, page 10 of H. R. 3749, or amend same by adding
the following proviso:

"Pro rided, hoict'r-r, That payment for self-study correspondence course., not
lr academic credit an( not requiring the passing of examinations or the niaking
(if reports, payment shall be made when all the less( ns, books. siipplio. , anid
equipnmnt are mailed to the student."

If the amendment proposed under (1) above is adopted, speetin 400 (b) 12
should be deleted: othvelwike it should bs amended as indicated.

(3) Delete section 400 (b) 13 (p. 19 of H. R. 3749), or amend same by adding
the following proviso at the end thereof:

"Prorided, That this limitation shall not apply to educational or training in-
stilutions supported by public funds or exempt from taxatio,:n under sxetioin f101
of the Internal Revenue Code which have been in operation (whether (or nrot such
institutions have heretofore given or offered correspondence courses) for not
less than two years prior to the date of this act."

If the amendment proposed under (1) above is adopted, section 400 (b) 13
(an and should be deleted; otherwise it should be amended as indicated.

4. Books for home study.-Add the following paragraph at the end oif section
400 (b) (p. 19 of H. R. 3749) :

"12. Upon application by any eligible person as defined in para!Zraph 1 hereof,
the Administrator shall have authority to pay for books, supplies, and equip-
went for home study: Provided, That such books, supplies, and equipment are
ina e available by an approved institution supported by public funds or exempt
from taxation under section 101 of the Internal Revenue Code and that such
institution certifies to the Administrator that such books, supplies, and equip-
ment are suitable for home study by such person: And provided further. That
the Administrator finds that the cost of such books, supplies, and equipment is
reasonable and fair."

This paragraph would be numbered 12, as indicated, if the present paragraphs
12 and 13 are deleted as proposed under "3. Correspondence courses" above;
otherwise the paragraph would be numbered 14.

Colonel S.risoNv. The difficulties with which we are concerned, not
merely on behalf of these several professions but I feel on behalf of all
veterans are four in number.

First, there is the arbitrary limitation on tuition for short, intensive
postgraduate or training courses of less than 30 weeks' duration.
Under the present law as interpreted by the Veterans' Administra-
tion, the perfectly proper and indeed generous limitation of $500 on
tuition for an ordinary school year has been translated into an arbi-
trary weekly limitation which, as applied to most institutions, works
out at the rate of $14.70 per week, and it is our position that you can-
not satisfactorily give practical courses in law on a short, intensive
basis on any such basis as that.

Something was said about sharing the cost. Well, my old uni-
versity, Harvard, could share costs, but I don't know how the Prac-
tising Law Institute would share any costs. It has no endowment
income to devote to the purpose.

And the same thing goes equally for a number of legitimate pro-
prietary institutions, of which incidentally we are not one, who can
only continue in operation on a profit basis. I don't think this busi-
ness about difficulty in supervision is perhaps as serious as has been
suggested. The Veterans' Administration after carefully studying
the matter think they can give that supervision or they would not have
recommended the form of legislation that they have recommended.

We are not afraid to trust the Veterans' Administration on that,
although certainly we feel that the law has been not wholly free
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from efforts at profit-making by proprietary and very unsatisfactory
schools. although not all proprietary ones have been unsatisfactory.

We do not believe that the original intent of Congress was to enact
anything about $14.70 per week. It was $500 maximum.

The interpretation that has been placed upon it is what we seek
to get away from in the hope it will make possible the refresher
courses we think should be given, and I assure this committee tfhat
from the standpoint of providing such courses for the bar we are
practically licked by the present situation, and we are not in business
to make money either.

Senator CONNALLY. You never did tell me what these refresher
courses are.

Colonel SIMPsoN. I briefly summarized those. Local law and pro-
cedure to be worked out by the local bar associations and the law
schools which we will do ourselves for New York State; a course on
general and trial practice designed to help those men coming back
who have not had much practical experience, to learn from old lawyers
some of the things they would have learned in actual practice or in
an office had they been there instead of in the South Pacific.

Senator CONNALLY. You are not going to teach these lawyers any-
thing but what they learn in a courtroom or learn themselves?

Colonel SimPSON. We hope to teach them more rapidly.
Senator CONN-ALLY. You will have a lot of people teaching them

who never tried law suits in their lives.
Colonel SiMPsoN. That is not our intention; that is not our practice.
In the 12 years the Practising Law Institute has operated in New

York City, the lectures have been given by leaders of the New
York bar.

Senator MiLiKTN. I should like to say, Mr. Chairman, that I have
heard very complimentary things of this organization.

Senator C-NN-NALLY. If you wait a while, you will hear some more.
Colonel SIMpsoN. And we believe, with that experience behind us,

we can honestly be of help, as I think some of the bar associations feel
we have been, particularly in the field of Federal taxation which is
certainly something that anybody who has been out of it for 5 years
needs a refresher course on.

I might say also we are not proposing to charge anything like $500
for the refresher course.

Senator CONNALLY. What are you going to charge?
Colonel SuiMPSON. Exactly the same fees that we charged the stu-

dents before. during the w:r, who were not veterans.
Senator ('ONNALLY. What were they?
Colonel SIMPsoN. The average fee for a 12-lecture course, including

books, is about $20.
Senat,,r CONNALLY. $20 for 12 lectures?
Colonel Siiis,,x. Including books which would sell separately at

$10.
Selaltol' CCONNALLY. How long would they take?
Colonel SIMpsON. In practice, we spend over 12 weeks. What we

want to do for the refresher course is to accelerate them and get them
into 2 weeks.

I ("til't answer precim-ly what the length of the course will be, be-
caiuse that is what we are trying to work out right now with the various
bar associations, and since we are working in cooperation with them
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and the local law schools, the length of the course we are being asked
to assist with to a degree in Atlanta right now may be different than
what we are asked to assist with in Massachusetts or Texas.

So we very strongly urge that this amendment, as the Veterans'
Administration has urged, be favorably considered by the committee,
and we think it is very important that a man coming back from the
service should get what he really most wants and most needs, and
that is to get back to his profession or his prior calling, if he wants to,
in the shortest possible time consistent with good educational practice
and good instruction, and that is our reason for urging this, and it
applies just as much to the doctors and to the accountants and to
everybody else.

Secondly, with regard to the problem of subsistence allowances-
anl here we are going beyond anything that has been heretofore sug-
gested to the committee-I want to make it plain to the committee
that we are not proposing any increase in the amount any man would
receive in any school year over and above the amount he would receive
as what may be determined to be the subsistence allowance or any in-
creased amount the Congress may determine.

Senator MILLIKIN. Mr. Chairman, I don't see the relation between
the subsistence allowance and this particular type of work.

Colonel SiLuPsoN. I will endeavor to make that clear if you will bear
with me a moment.

Take the case of a lawyer in Cairo, Ill., who wants to take an inten-
sive refresher course, 4 hours a day for 6 or 8 months.

As a practical matter to get the kind of practicing lawyer to lecture
that can give the best instruction, it would be necessary to go probably
to Chicago-certainly at least to Peoria or Springfield.

These men, when they come out of the service, are usually pretty
broke. Their terminal leave or mustering out pay would just about
buy them civilian clothes.

I am speaking primarily of mature men who are either already mem-
bers of the bar, or law-school graduates about ready for the bar.

To go from Cairo to Chicago on a straight subsistence allowance
for 6 weeks is a pretty tough proposition and what we are proposing
is that in such situations, the Veterans' Administrator be permitted,
not compelled, but permitted to set up a per diem and to allow travel
at the rate of 3 cents per mile to and from the place where the course
is given with the proviso that the total increased subsistence plus travel
should not exceed the subsistence allowance alone which he would get
if he went to school for the entire year.

So it does have a pretty direct relation to what we are trying to do.
And it is particularly important in the part of the country I come

from and farther west, where everything is not right close together,
This travel allowance provision is not in H. R. 3479, nor is it in the

Veterans' Bureau suggestions, but we are submitting a proposal on it.
Briefly, in regard to this matter of correspondence cour.se-, we wish

to urge the solution of that problem which the Veterans' Administra-
tion proposes. I myself f ,el the correspondence courses have a very
slight application in the field of law. although I think they can be
safely used in some fields.

But the point I want to make is this: In H. R. 3479 there is a provi-
sion in section 13 that correspondence schools in existence at the date
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of the ainendat)ry act. shall be approved or at least shall be allowed
to function if they are approved.

The Practisi,," Law Institute has never given a correspondence
course. We think we are prol)albly going to have to meet the demand
of lawyers who can't go from Cairo to Criicago. Particularly in Fed-
eral taxation they may try to get something more from correspondence i
and we feel that no Profit institutions which have been given instruc-
tion in residence should be permitted to give correspondence courses.

Senator JoHs.N-,-. Do you make a distinction between correspond-
ence s,.hools and corre'pidence courses?

Colonel Si,.t'soNx. That distinction I suppose is that a correspond-
ence school, in common parlance, is one that gives no instruction but
correspondence courses, but the correspondence classes could be given
by correspondence schools, or a school that also gives instruction in-
residence, but an established school giving instruction in-residence,
can give correspondence courses.

Any other distinction would be certainly an odd one.
Now. I come to the last point I have to make, and I think this point,

certainly to veterans, that is lawyer-veterans, and possibly to some
other professional men, may well be the most important.

We are proposing that the Veterans' Administration be authorized
to pay for books for home study, not for reference or to build a library,
but for home study under very carefully defined restrictions.

These lawyer-veterans, and many other professional men and some
women who have served in the armed .forces are mature people and
are best equipped to judge, I suggest, whether they should secure in-
struction by going to school in-residence, by taking correspondence
work, or by studying at home, and we suggest that there is no reason
why these people should not be able to secure suitable books for home
study under the GI bill of rights.

If this could be done, it would certainly save the Government much
money. It would allow veterans to get the selfsame books without
going to the expense of taking the course, and costing the Government
subsistence and tuition. I think a good many lawyers certainly would
rather prefer to do that.

Of course, we realize the Veterans' Administration ought not and
certainly would not want to be authorized to pay for any old kind of
a book that any veteran might want, on the plea that he wanted it for
home study. But that is not what we are proposing at all, and I want,
if I may, to read to the committee the specific amendment which we
proposed on that subject, by which we have endeavored to make ma-
terials for home study possible without opening the door to abuse.

This is what we propose:
Upon application by any eligible person, the Administrator shall have au-

thority to pay for books, supplies, and equipment for home study, providing that
such books, supplies, and equipment are made available by an approved Institu-
tion supported by public funds or exempt from taxation under section 101 of the
Internal Revenue Code by a non-profit-approved institution and that such in-
stitution certify to the Administrator that such books, supplies, and equipment
are suitable for home study of such person.

In other words, if a man who has completed the eighth grade wanted
to buy a set of Fundamentals of Federal Taxation which could be made
available to the proper people by the Practising Law Institute, we
certainly could not certify that such books were suitable for home
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study by such person, and the discretion would be in the Administra-
tor to pass finally on such judgment.

And provided further, That the Administrator finds that the cost of such books,
supplies, and equipment is reasonable anrd fair.

Now, the committee may wish, if it is inclined to consider this pro-
posal favorably, to put a top limit, and an over-all top limit of perhaps
$100-or probably the medical people would say $2100--on that.

Certainly it would be much less than the $500 top limit which the
Veterans' Administration proposes to put on correspondence work.

Under their proposal you use up part of the eligibility by taking cor-
respondence courses, but you never can have more than $500 of cor-
respondence work.

Certainly some limitation, if the committee deemed it appropriate,
could be imposed here.

Senator MILLIKIN. Mr. Chairman, it seems to me that the weakness
of the last argument that is being made is that you have no check
whatever upon the use. If a man is going to one of your refresher
courses, he may not get anything out of it, but through natural
absorption he would probably get something out of it.

Now, as to correspondence schools, in correspondence with the school
you would get something, but I am afraid that here you are just fur-
nishing a man with a library.

Colonel SnrpsoN. That may be, but in the case of the kind of prob-
lem I am now talking about, if he had a chance to get $100 worth of
books suitable for home study-not reference books-the ordinary
motivation of self-interest and the fact that he wanted to get clients,
or he wanted to compete as a doctor, or if he were an accountant he
wanted to succeed in that profession, would lead him to-

Senator MILLIKIN. If I may make a personal remark. I am a
sucker for books. I read an advertisement on a professional book,
and I must have that book, and I am going to read it as soon as it,
comes. I have crates of those in storage in Denver, and being reason-
ably studious I have still not opened them.

Colonel SIMPsoN. Senator, let me put this case to you.
Suppose you were out of the Army after 4 years in it, and suppose

you had a chance to get a volume to review the significant develop-
ments in the law from 1940 to 1945, in the major fields of the law,
published under the editorship of the dean of the University of Vir-
ginia Law School, with articles by distinguished legal scholars.

Senator MILLIKIN. I would say I would want that book and I would
probably read that book.

Colonel SI.tPsoN-. That is exactly the book we are now trying to find
a way to publish for the association.

Se-nator MILLIKI x. I would want that book, and would probably read
that book, but you have not directed our minds to any particular type
of book. and I am just afraid you are building up a man's library.

Colonel SIiMPsoN. If further safeguards are desired, I think they
could be worked out. I would make this suggestion.

The safeguards here proposed, with the discretion left in the Ad-
ministrator-which would undoubtedly be exercised by way of laying
down suitable regulations as has been (lone, for example, with much of
this educational stuff by advice of a distinguished educational advertis-
ing committee-ought to take care of that.
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To circumscribe the lantuage iii the law much more was something,
frankly, that we hesitated to undertake for the reason that while this
recoinmendation is covered and c 'iirredl in by the accountants and the
doctors. and I suspect by some others who have not as yet communi-
cated with us, we did not know sufficiently well what their particular
problems were so, that we couhl do it just right.

That seenis to nie a matter that could be handled perfectly well on
the administrative level, provided this is not made a right but a priv-
ilege and an authority to the Veterans' Administration and I am sure
it could be worked out on that basis.

That, if I may thank the committee for their indulgence, completes
my presentation on behalf of the Practising Law Institute and these
professional associations.

I do want to say in cmclusion that we are asking this not merely on
behalf of the lawyers and the professions, but on behalf of all veterans
of this war who want to get started with a job, want the knowledge to
get started. and want to do it quickly.

Senator JoiNsi,N. Thank you very much, Colonel Simpson.
The hour is growing late. We had one more witness today, but the

hour is so late that I don't think we had better call on Mrs. Helen
Chiasson. Is Mrs. ('hiasson present?

Mrs. CHIASSON. Yes, sir.
Senator JoHNSoN. Did you want to put your statement inl the record,

or do you wish to wait until some other time to testify?
Mrs. CyLmssoN. Just as you prefer. I will submit it for the record

if you wish.
senator JOHNSON. We will be glad to have it handled that way if

you wish.
Mrs. (C1-IASSON. Very well.
Senator JoHNsoN. Will you state for whom you are appearing?
Mrs. CMASSON. I am really appearing personally in behalf of vet-

erans and disabled veterans, but it is based on my experience with
the Surgeon General's office, educational reconditioning program.

Senator JOHNSON. We will be very glad to make that a part of the
record, Mrs. Chiasson.

Mrs. CRIASSON. Thank you, sir.
Senator JOHNSON. I am sorry the hour is so late. We would have

liked to have heard your testimony, and perhaps asked you some
questions.

(The statement of Mrs. Helen K. Chiasson, New York City, is as
follows:)

STATEMENT OF HELEN K. CHIASSON, NEW YORK CITY

It is evident from many angles the home front is not measuring" up
to its responsibility to our veterans, particularly the disable , in
connection with jobs and business opportunities. The disabled veter-
ans and/or their dependents are competing in the labor market with
the millions of unemployed Government and civilian war workers and
the greatly accelerated number of physically fit servicemen being dis-
charged. All indications point to this condition showing a marked
increase during the coining months.

More than 50 percent of disabled veterans cannot take advantage
of reemployment in the job he held at the time of entrance into the
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armed services due to service incurred disability. Owing to family
responsibilities many feel they cannot accept the advantages offered
under the GI bill for vocational rehabilitation. The total he may re-
ceive for maintenance of himself and family will in most cases be far
below that allotted while he was in active service. These allowances
should be increased to the amounts necessary to permit the veteran
and his family to maintain a decent standard of living during the
period he is being rehabilitated. It must be borne in mind the dis-
abled veteran is generally not physically able to work in addition to
the necessary chiss work and home study. Also, he cannot accomplish
the best results if he is not properly fed, housed, and free from financial
worries.
The large percentage of disabled veterans who cannot for financial

reasons or who do not care to take advantage ()f their vocational re-
habilitation rights under Public Law 16--should, in my opinion, have
the benefit of the most expert counseling and advice regarding their
rehabilitation problems the country can offer. Unfortunately. re-
ports from hundreds of disabled veterans would indicate such is not
the case today. Due to my connection with the educational recon-
ditioning program at Army convalescent hospitals, I have had an
opportunity to view the matter at first. hand and have made a follow-
up survey on many patients following discharge.

Of the Army convalescent patients I have worked with, who have
been discharged, many are now among the legions of unemployed.
They are not only willing but eager to be self-supporting and expect
only the necessary advice and guidance to enable them to become ad-
justed to civilian life. For varied reasons some want a different type of
work. Others are interested in engaging in business. Many are un-
aware of the responsibilities imposed upon business owners by Gov-
ernment regulations since they left civilian life for military hence the
necessity of expert advice for their information and protection. I
do not concur with the view held by many that our disabled veterans
prefer increased pensions to gainful employment. Any tendency in
that direction, is I am sure due to failure on the home front to assist
the disabled veteran with his adjustment problems. If he is unable
to be placed in a position or to engage in business, he must of neces-
sity resort to other avenues for income in order to live. Therefore,
we cannot-must not fail them in rendering whatever cooperation is
necessary to occupy a useful place in society.

Since the widow of a veteran or wife of a disabled veteran is en-
titled to civil-service preference for Government employment, it would
be to their advantage to have the same privilege under Public Law 16
that the husband would have enjoyed had it been possible for him to
do so. By placing them in a more advantageous position to compete
for jobs which would increase their earning power, it would enable
them to provide a better standard of living for their dependents and
improve the morale of the family generally. Since only dependents
with genuine desire to be self -supporting or to supplement the family
income would qualify under existing requirements, the expenditure
would be nominal as compared with the great good it might, accom-
plish. At present many wives and widows of veterans are unable to
qualify for Government positions being filled with those more recently
out of school or college due to job requirements. The fact that she
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lnav have married within tile past few yvars and may have beii at
h,om1 rai-ili a family before and while the husband was, in military
,.eCi'V1C, .shlult not. in'mv opinion, prevent h:r being given educational
advantages to enable her 11) compete with those having more recent.
traiiin. AIko. I believe. if for any reason, a husanid becomes dis-
qualified for certification rvice loinniission, the wife should
1C. lne Cli ide for the preference.

The attitude of life-inl-urance companies toward the covering of dis-
abled veterans would indicate their life expectancy is considerable less
than the average. Therefore, every eicouragemeiit should be given
the wift, ti fit herself to assume the responsibility of.supporting the
family if and when it should become necessary.

I am well aware of the great advantage to those left with the
responibility of support and education of children that a necessary
ba-ic training provides. By being fortunate enough to have that
advantage following World War I, I was able to provide for and
educate three children through college. In addition, my business
was such that I was able to offer positions to thousands of veterans
and dependents. In many cases, the wives or widows had no former
business experience, but with proper personnel selection and train-
in-.r they became worthy competitors, from an earning standpoint,
with the average able-bodied man.

I am confident those individuals and organizations seriously con-
cerned wtih delinquency will agree that the better morale and home
environment engendered by higher educational standards and in-
creased income are worthy of careful consideration in this issue.
From personal experience and the application of the principles out-
lined have developed the highest type citizens-mothers, father, offi-
cers, and men and women-who have served their country with credit
and distinction in World War II.

It would ab-o be greatly to the advantage and increased morale
of returning servicemen if they could, where warranted, demand
an accounting from the person whom they entrusted with the power
of attorney, usuallv at the suggestion of their commanding officer
and without realizing in all cases precisely what it meant. Many
return to find assets dissipated they assumed were being held for them.

,Senator JHN-soN\. I want to place in the record a letter submitted
by Senator Saltonstall.

(The letter referred to is as follows:)
DEPATRmENiT OF MASSACHUSETTS,

VETERANS OF FOREI;N WARS,
Boston, Mas8., September 20, 1945.

Senator LTNwviETT SALTONSTALL,
,Senair' Buildiv,. Was.i'ington, D. C'.

DEAR .S-.NATOR SALTONSTALL: Thorc, is now pending before Cf'ngress H. R. 3749,
whioh bill is to pr,'vido for a readjustment allowance for all veterans of World
War II. The ie ion that you and the ('cmigress take in the propfosod amendment
will affe t !l!,- li..' , of severall million men and women under title 2, chapter 4,
Eduv-aiion of volerans.

I ani particularly ijiters-sied in the amendm,.nt offered in title 2 for th
following reasoini:

1 .Th,. present program offers little incentive for a veforan to continue his
edu,.itiin.

2. Only recognized aceriited schools or educational institutions shall provide
for the veterans' education.

115-)0



AMEND SERVICEMEN'S READJUSTMENT ACT OF 1944 151

3. That the present $50 and proposed $f60 a month allownr -' for living t-x*inseis wholly inadequate for the velerari to lie,' on and offt.is no incentive for him to
continue his ,+dCuatlon.

4. That the age limit of 25 re.tri,'ts and limit the numbf-r of veterans inter-
-stQed in continuing an e'ducattior. The veteran should t permittd to continue
his (,ducal lon even if he , itered the service at the age of 30 years.

5. A vett.ran with ,i'viiidents now receiving $75 a month is inadetluate and the
prolwsed $85 a month is also inadcquate, and this surn should be increased to riot
less than $150 a ninuith for a period of 10 months which covers the educational
year.

6. The allowxance of $500 to cover tuition, textbooks, etc., should be inr-ased
to a sun not exceeding $1,000. Many schools have already and many are plan-
ning, toi raise their tuition fees, which will prohibit vterns from attending the
better schools.

7. In spite of the controls to be placed on living costs there will be some infla-
tion anl the allowance for living costs as provided in this bill, as well as tie
allowance for tuition can be adqusted as such costs rise and drop in the future.

S. Any incentive or encouragement given the veteran to continue or take up
education, will not only be of benefit to that veteran but will enable him to
secure employment upon the completion of his education.

With the ever-increasing number of veterans being discharged and with c-n-
version rapidly taking place there will be many jobs open to the nonveteran and
the veteran, but there will also be a nuInber of unemployed veterans in spite
of every attempt made to give full employment to everyone.

If 750,000 or 1,000,000 of the returning veterans wiil take advantage of the
education bill as provided in Public Law 346 and with the amendments in H. R.
3749, provided such amendments are an incentive to the veteran, then there
will be that less to compete with at least for the present time in the field of
occupancy.

I believe the GI bill started out with the best of intentions for the veteran, but
when it was put into practice, it fell short of accomplishing to the fullest the
program to help the veteran. Under the GI bill, section 1505, which may pro-
vide for adjusted compensation, the veteran feels that any allowance or moneys
advanced for education may be taken o)ut of the bonus, if he should ever re-
ceive such, and for this reason he is reluctant to continue his education.

I appreciate the effort that you are putting into this program, Mr. Senator,
and the sincerity of your efforts in trying to correct the GI bill of rights for
the benefit of the veteran and of the many other problems that face you during
these trying times. Possibly some suggestions offered in this letter may have
some merit, and if they do I hope they can be incorporated in the amended
bill.

I have written to several other Senators and hope that when the bill is com-
pleted, the veteran will be satisfied and we will feel that the job has been well

,done.
With kindest regards.

Sincerely,
JULIUS 2NELTZER,

Chairman, Junior Activities,
Department of Massachiusetts.

Senator JOHNSON. The committee will adjourn at this time to meet
at 10 o'clock in the morning and continue the hearing.

(Whereupon, at 5: 20 p. in., the hearing wa-s adjourned until 10
o'clock tomorrow morning, Wednesday, October 10, 1945.)

(The following letters were later received for the record:)

THE UNIVERSITY OF WISCONSIN,
Madison, October 10, 1945.

The Honorable R-BERT M, LA FOLLI'Er
Senate Office Building, Washington, D. 0.

DEAR SENATOR LA FoLurTrE: According to information received from the Amer-
ican Council on Education, the Senate Finance Committee, of which I understand
you are a member, is conducting hearings this week on H. R. 3749, the new GI bill
passed by the House of Representatives.

I understand the new legislation includes the following changes in the GI bill:
1. The limiting clause now effective for veterans who entered the armed forces

prior to their tweity-fifth birthday is eliminated.
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2. hintenance payments are increased $10 per month.
3, l'rovision is made not to deduct certain payments to educational institutions

from any subs-'queit adjusted compensation payable to the veteran.
Thtre nis be other amendments, but the above three are of particular Impor-

tance to the University of Wisconsin. I am, therefore, taking the liberty of
asking that these changes be given favorable consideration by the Senate Finance
Comt i!tee.

Under the rules adopted by the Veterans' Administration pursuant to the pVt-
visions of Public Law 346, the ('I bill, the University of Wisconsin Is collecting
frui the Veteran,' Adniiliistration the equivalent of the nonresident tuition for
all veterans admitted under 'ublic Law 346, whether or not they are residents
of Wis nsin. This policy was distused with the State superintendent of public
instruction, reprsenItatives of the State teachers' colleges, and the Governor
before it was officially adopted by the regents. It was the consensus of those
who participated in these discussions that the cost of the educational benefits
made available to veterans by Congress should be a Federal expense and not
charged to the several States. This seems to bo particularly appropriate because
the privately endowed universities and colleges will receive the full amount of
their higher tuition fees and it would seem to be unfair to ask the several States
which maintain State-supported universities and colleges to carry the cost of
veterans enrolled at the State-supported schools and also the cost of their pro
rata share for veterans enrolled in privately endowed schools.

The objections that have been raised to the present procedure come from the
veterans who think they will be charge for the payments made to universities
and colleges by having reductions made in subsequent adjusted compensation.
These objections could be eliminated completely if Congress would agree not to
reduce subsequently adjusted compensation payments for the payments made
to educational institutions.

Kind regards and all good wishes.
Yours sincerely,

E. B. FRED.

STATE OF WISCONSIN,
CENTRAL STATE TEACHERS COMLEGE,

Stevens Point, October 9, 1945.
Hon. Rom= M. LA Fouxrn, Jr.,

Senate Office Building, Washington, P. 0.
DEA SENAToR La Fouznrr: It has come to my attention that some modifica-

tions are being proposed to the so-called GI bill of rights. There are some that
I think should be made. In the light of our experience here I feel that the
married veterans do not receive enough subsistence allowance. There will be
a proposal as I understand it, to pay married veterans $85 with an additional
allowance of $10 for each child. I would be for that. The single veterans are
better off under the present bill than the married ones but I would also support
an addition of $10 for them. I also believe it would be well to remove the clause
which limits the education for those who were inducted after their twenty-fifth
birthday. I believe there are many young fellows who may not be suffering any
serviep-connected disability in the sense that they could be paid a pension for it
but whose exposure and hardship during the war will ultimately affect their
earning capacity much earlier in life than would otherwise be the case and who
should be given the opportunity now to prepare for some type of work which may
not be so strenuous physically.

There are also good reason for setting up some pretty good screen so that
hastily organized correspondence schools or other fly-by-night types of organi-
zations will not be able to exploit the veterans under the GI bill of rights. Those
three amendments especially I am interested in.

I am pleased that Congress is so ably standing off the requests of the War
Department and the veterans' organizations for peacetime conscription. I would
have a feeling that we have lost the war if it is to result in peacetime compulsory
mllitAry training in this country.

Sincerely yours,
WM. C. HANSEN, President.
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WEDNESDAY, OCTOBER 10, 1945

UNITED S'rATES S ENATE.

SUBC(OM I'VI'EE ON VETERANs' Li;;ISL.ATIO(N

OF filE (')MMirrI.F ON FINANI;E.
Wa.mhiigtont. I'. C.

T'le subcommittee met at 10 a. m., pursuant to adjournment, in
room 312, S qlate Office Buildiiii, Senator Edwin C. Johnson (chair-
man of the sibcommittve) presiding.

Present: Senators .John s, (chairman of the subcommittee), George
(chairman o)f the full committee), Lucas, La Follette, Butler, and
Milliki n.

Senator JohnsoN.. The subcommittee will be in order.
Is Mr. Ketchum here?
(No response.)
Corporal Ahreiid, did you want to make a brief statement, sir?
Corporal AHREND. Yes, sir.
Senator JoiiNsoN. You may proceed in your own way. Corporal.

STATEMENT OF CORP. JOHN 1. AHREND

Corporal AHREND. Mr. Chairman, on behalf of the GIs, we have
more or less a tentative organization.

We are, of course, willing to aline ourselves with anv veteran or-
ganization that we think will be to the advantage not only of our -elves
but our Nation as well.

We started our organization after the first GI bill of rights came
to our attention as being rather inadequate.

Senator LucAs. What is the name of your organization, Corporal?
Corporal AHREND. We have none, sir. It is just a group of soldiers.
Senator LUtc.s. Good enough.
Corporal AJREND. WO first began talking about the GI bill of

rights in our battalion and we more or less decided upon a definite
program.

We, of course, in our educational program were interested in post-
war problems, and it worked in very nicely there. And after we
had decided on this program, the boys began talking with other unifs
about and it got to be pretty well known throughout France in about
6 months' time.

I was the first one of the group to get back to the United States.
I landed about the 21st of September.

IH. R. 3749, S. 742, S. R66, S. 487, S. 781, S. 826. S. 850. S. 974, S. 1031, S. 1324, S. 73S,
S. 795, S. 1202, S. 291, and S. 1176.
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Between here and New York and Fort Dix and visiting a dentist, I
haven't had time to work out a systematized program, but I do have
some things I would like to say.

First of all, the bovs feel that they should be heard and understood.
We have learned to be men of action and we are interested in helping
in national affairs.

We know that. the end of the war came suddenly and feel that
America was not prepared for it, so we are willing to do our share
to take care of the situation.

We have also learned, through seeing, that world-wide peace depends
on America. We are, in a sense, you might say, the shining example

for the rest of the world that we saw. That is Europe. And this can
only be accomplished through individual effort on everyone's part.
Not only the soldiers, but the rest of the United States as well.

We won one fight, but I think the biggest one is confronting us.
We have a three-fold program. That is, education, rehabilitation,

and last. but not least, working for peace.
To accomplish that there are a few things that must be done.
First, and immediately, battle-weary and mentally injured soldiers

will have to be assured of security. You would be surprised at the
number of men that can walk around and carry on a conversation
and apparently, as far as you can see, nothing is wrong with them,
when in reality there is.

I happen to work with psychoneurotic boys, rehabilitating them,
in our battalion, which ran up over 50 percent.

The CHiiAIR.MIAN. 'What is your outfit, corporal?
Corporal AHREND. I was with the medical attachment. First we

had a regiment, the Three Hundred and First Ordnance Regiment.
Then. after we got overseas, it was divided into two battalions. We
-were stationed in France, and as far as I know, the boys are still there.

I wouldn't say that 75 percent of the boys are mental cases. That
would be exaggerating it. But in order to avoid making mental cases
of them, we must do something to assure them of their security.. That
is the one thing that will turn the picture.

Senator LUCAS. Corporal, you are talking about the boys that were
in battle and came back?

Corporal AM1NmD. I am talking about all of them, sir.
I happened to be back of the lines. A lot of our men were sent to

-the front. But by the time everything was said and done, the boys
that stayed back of the lines were mentally hurt as much as the ones
'that went to the front, unless there was a physical injury.

Senator JOHNSON. Corporal, the men you came in contact with were
men sent to your battalion for treatment; were they not?

Corporal AIIREND. No. sir; they were back there to work, sir. They
were men who were hospitalized and in many cases, as we used to say,
shel -shocked.

S-nator JoyhNsoN. Shell-shocked troops?
Corporal AIREND. That is right.
Of course, some of them were injured physically, part of a hand, or

had shrapnel wounds. Of course, that is a physical injury.
But I found there was a mental injury as well.
Senator MILLIKIN. Corporal, I want to get straight how many

.there were.
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You say there is a high percentage of nervous cases in connection
with men who had not been in combat, but who were in the back areas?

Corporal AIREND. Yes, sir. 1 am taking the Army as a whole.
The ones in the rear echelon or the service troops-naturally I had a

better chance of coming out without that injury than the ones who
were on the front line. But I am surprised to learn some are still
mentally disturbed.

Senator MILLIKIN. Even those who had not been in combat?
Corporal AHREND. Yes, sir.
For instance, just in casual conversation, or conversation to get infor-

mation, why, it is indicated. We will have to be careful with those
soldiers. I don't think that they should be babied. They don't want
that. All they are interested in is an opportunity to take care of
themselves.

For one thing, anyone who has been used to freedom and who has
been under regimentation for 3 or 4 years, it will make a little bit of
difference.

Senator MILLIKIN. What in your opinion, Corporal, is the cause of
that nervous state of a large number of men who were not in combat
areas?

Corporal AHREND. I think it is just the fact that they are away from
home and afraid to be out.

And you would be surprised at the information we used to get in these
foreign countries about what is happening at home. And even some
of our own statesmen made statements that got into the press, or, at
least, they were supposed to have made them-in many cases I ques-
tioned them myself, but every man didn't do that-statements that
were contradictory, someone would say something and the other fellow
would say something else, and we didn't know what to think.

I think the situation was better when we had something to do and
did it. But I think the last 3 months have been very difficult.

Senator JOHNSON. Go right ahead, Corporal. We have many wit-
nesses and we want to get on as far as we can.

Corporal AHREND. I think that the first thing to be done is to assure
these men that they will have a program of security, and so far I have
seen nothing except the educational program in the making. That was
part of our program and I am willing to forget that part of it in lieu
of what I have heard presented here. So we won't touch on that.

Since we are concerned about our national security and our own
security and position and improving the national economic situation
over a period of years, we are not thinking of an immediate program
but something that will be of long standing.

Therefore, we would like a program of investment rather than a
program of expense. A lot of soldiers feel that when they get out
there will not, be a job for them to go to, which will be true, and in
talking to them, the ones who have been discharged since I have been
back, many of them wern't finding what they wanted, or any job. It
is not what they want exactly. They want a job but they are not get-
tin g it.

Ih time, they feel, feeling so insecure, they will be a ward of the
Government, something that I don't think that any man would want,
especially a soldier. He has learned to be an individual. He has
learned to think.
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So in order to bring about this program that we are interested in,
we have a few suggestions.

First. that each soldier upon discharge be given $5,000. That seems
like a lot of money. It would run up into the billions.

The question of inflation might come up. But why should that, come
up in view of the fact that in our savings today in the United States,
according to statistics, they are well over $50,000,000,000. What is
sauce for the goose is sauce for the gander, if you look at it from that
standpoint.

However, in my opinion, inflation can be handled when the time
comes.

We have learned to work out our first problem and can take care of
the second when we have to.

senator LuCAs. Corporal, what was your business in civil life before
you went into the Army?

Corporal AIIREND. More or less interested in economics, sir.
The immediate program is to get each and every man employed, as

far as these men are concerned, whether a mental case or not, whether
they have been hospitalized or not. Unless they have this position of
responsibility and interest, the situation might be chaotic from the
standpoint of an individual in our Nation.

I think now is the best opportunity to head off a bonus that will, in
my opinion, be paid sooner or later.

If these boys come back and they can't get what they think they are
entitled to, since they have been told, were told before they went over-
seas, that they were coming back to security, they are going to expect
it, and with the numbers involved, they might get it.

So in order to get these men back in their normal occupations as
citizens of the United States, let's work out this program now.

As far as the $5,000 is concerned, we feel that it should be spent by
the Government through the soldier who will be charged with the re-
turn of it; that is, that would be spent for a home, a business, equip-
ment, to further a livelihood or an education.

Senator LUCAS. You would place the control of the $5,000 in the
hands of the Government?

Corporal AHREND. Absolutely. We don't think it would be very
safe to give a man .$5,000 if he was a mental case.

Senator LU('AS. I mean all of them.
Corporal AH-RE.D. Not, only that, but there are too many things

that could happen to that $5,000.
We are interested in a program of safety and security as well as a

place to occupy our time.
Any further questions? There should be a lot of them.
Senator JOHNSON,. Any questions?
Thank you very much, Corporal, for your views.
The CHAIRMAx. I am compelled, Mr. Chairman, to go to the For-

eign Relations Committee.
Senator LA FOLLE'rrE. I regret that I must go, too, Mr. Chairman.
Corporal AuiiREND. I would like to bring this up.
I have heard it said that there would be a restraint as far as men

going together and pooling whatever they might get through a pro-
gram that we think will be forthcoming, and that there has been ob-
iection to that unless a man is employed in this business that he is
interested in.
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I happen to know 10 men that are interested in going into business,
and they are very efficient and, in my opinion, are interested in the
same business. This thing h'as been organized on paper. One of the
men has lost both arms, and I don't think that he could be working in
this business, although he was, and is, the brains of the business.

Now, if he is in a position to go ahead and make a livelihood, I see
no reason why he couldn't be permitted to invest his money in this
business that they have already planned.

I would like to leave that thought.
Senator JOHNSON. We understand that is permissible now.
Senator George, Senator La Follette, and Senator Lucas, we are

sorry to lose you, but I think we will go on with our hearing and you
can read the testimony in the record.

The CHAPMAN. Ye,.
Senator LUCAS. Let me ask you, Corporal. You generally favor

the GI bill of rights?
Corporal AHREND. Yes, sir.
Senator JOHNSON. Thank you, Corporal.
Mr. Gresham Griggs.

STATEMENT OF GRESHAM GRIGGS, COMMUNITY ADVISORY
SERVICE CENTER, BRIDGEPORT, CONN.

Senator JOHNSON. All right, Mr. Griggs, you may proceed in your
own way.

I understand that you represent the Community Advisory Service
Center of Bridgeport?

Mr. GRIG S. I am working with them in Bridgeport; yes, sir.
I wouldn't say that I represented them.
Senator LUCAS. In order that Mr. Griggs may have proper intro-

duction before this committee, I should like for the record to say that
he and I were in school together. We happened to be in the same
class-and were fortunate enough to graduate.

In other words, I want to vouch for him in advance.
Senator JOHNSON. That is a pretty strong recommendation.
Senator MILLIKIN. If he is in the Senator's class, he is all right.
Senator LUCAS. Thank you, but I was talking about law school.
Senator JOHNSON. That must have been a very good school.
You may proceed, Mr. Griggs.
Mr. GRIGGS. Mr. Chairman, I came down at the suggestion of

Senator Lucas in response to a letter I had written him in regard to
some proposed changes in the so-called GI bill of rights.

Having been associated with the community center, the Veterans'
Community Center in Bridgeport, for the last 6 months, and having
seen the practical application of the present GI bill, I would say that
in general the present bill works.

It works to far as Bridgeport is concerned. I think the whole
question is a matter of administration of the present bill rather than
any substantial changes in it.

I can mention a few changes that might be advisable from our point
of view, but so far as making it easier for a veteran to borrow money,
I would like to go on record, after experience with several hundred
of them, as opposing them.
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In support of that I have some letters here and some other informa-
tion which I think ought to go before the committee to -show how the
plan works if it is properly adim-inistered.

Senator JoHNs-s-. In that connection, I have-had a letter from a
constituent of mine in Colorado, and Senator Millikin's constituent
also, in which lie stated:

I shall never forgive anyone who gets my son on a note that he cannot pay.

His son is in the Army. So we will have to be careful, SenatorMIillikin.

Mr. GRcIcs. I will say this, beginning with the real-estate loans.
We have made considerable progress on the purchase of homes.

One bank, and not. too big a bank, has already loaned out over
$250,000 this year in home loans, and has turned down almost as many.
The reason most of it was turned down was because of too high a price
paid.

Before a veteran can borrow money on a home there are three con-
siderations that have to be met:

First. lie must find a place that is priced right.
Second, his credit record must be good.
In the third place, his income must be sufficient for him to meet the

payments.
In other words, he must not bite off more than he can chew later.
The cooperation with the Veterans' Administration has been excel-

lent. Early in the game there were a few bugs to get out. They
are out.

Last month we got one application through in 9 days from the time
the GI came in until he had moved into his home.

So far as the press reports that I have read about, objections to the
'red tape simply do not exist if the thing is handled right. It is a
anatter of administration.

This is the way it works: A man comes into the office. He wants
to buy a home. If he has a bank of his own, we send him to that
bank. If not, lie goes to a bank of our choice. He goes into the bank,
talks to the man in charge, a man who is trained on veterans' loans,
and. without him signing a single Government form, the bank sends
an appraiser, an expert, out to look at the place, the same day, if
possible.

The appraiser comes back and says the place is priced right. That
is, it is worth as much as lie, the veteran, is paying for it.

The next step is a credit report. That takes a day to come in from
the credit clearinghouse. If he is a dead beat, they don't want any
truck with him.

Next, there is a check-up on his income, on his job.
With those three things out of the way they say 0. K., it's a deal.
And then he begins to make out the forms. Not before. The girl

in the office makes them up. He simply signs his name.
Now, that is the so-called red tape they objected to. We haven't

had any objection to it.
I have here a letter which I would like to put into the record.
It is a letter from the Bridgeport People's Savings Bank, under date

vf September 20, 1945.
May I read the letter?
,Senator JOHNSON. Yes, sir.
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Senator LUCAS. That is Bridgeport, Conn.?
Mr. GRIGGS. Yes.

Maj. G. GRESHAM GRIoGS,
Community Advisory Service,

Golden Hill Street, Bridgeport, Connv.

D&AR MAJOR GRIGGS: We enclose herewith a statement of our activity in con-
nection with home loans to veterans to date.

You will note that the total actually closed plus those pending is very nearly
half of the total number of applications. In other words, we have rejected very
nearly half of the applications we have received. In those that we have rejected
is one veteran for whom we looked at five different houses-for another veteran,
three different houses, and some of those that have been rejected have subse-
quently found something suitable at a satisfactory price and we have completed
the loan. All rejections have been determined because of inferior properties and
locations as well as excessive prices, and we do not know of a single case where
the veteran has been anything but grateful for the information we have give
them.

We find the service rendered by the Veterans' Administration excellent. We
had one approval in August which came through in 9 days from the time the
application was made. We have had several come through in 11 to 12 days, and
I believe the average.eliminating the very first few loans we have made is about
2 weeks or 15 days. There is scarcely any delay in the Veterans' Administration.
We are getting almost overnight service, but there is usually a delay of 3 to 4
days in receiving the report by the Veterans' Administration appraiser and some-
times the applications are held here several days pending receipt of necessary
information such as employment, etc.

We look forward to an increase in business of veterans' loans and will, as
always, continue to pursue a conscientious approach to the subject.

Yours very truly,
L. R. BAILEY, Vice President.

Bridgeport-People's Savings Bank, September 20, 1945

Number Amount

Actually closed -.. . . . . ..---------------------------------------------------------- 34 $182, 111
Pending (all will be approved) --------------------------------------------------- 11 63,300
Approved and withdrawn for various reasons ------------------------------------ 4 22, 500
Applications rejected ------------------------------------------------------- 31 167, 200

Total -------------------------------------------------------------- 80 435,111

Senator MILLIKIN. Are the veteran employees and appraiser con-
nected with the bank?

Mr. GRIGGS. Yes.
Along that line there has been another improvement in the service.
Up until last week the Veterans' Administration after submission

of the certificate of eligibility would send down to the bank a list of
three appraisers who were approved and they were to take the top one
if he was available, and if not, No. 2, and if he was not available they
would take No. 3.

Now, that took some time. It made for some delay. They changed
that at our request. They have given each bank a list of 15 qualifed
appraisers and the bank can take anyone on the list.

It is all a matter of administration.
Senator JOINSON. I recall the Veterans' Administration testified

here this week that they turned down 14 percent of the loans that were
approved locally.

What has been your experience with that?
Mr. GRIGGS. We have had one in all of the city.
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Senator JOhN-soN. What, would that be in percentage I
Mr. Ginos. One out of sixty or seventy, I should say.
Senator JOHNSON. That is about 2 percent.
Mr. GRIos. Not over that.
Senator MnImIKIN. That would be one that had been approved?
Mr. GRnCs. Approved by the local bank and turned down.
We tried to get a review on that and they said they wouldn't

review it.
That, again, is a matter of the attitude of the local bank.
Senator JOHNSON. It seemed that 14 percent was an extremely high

turn-down.
Mr. GR oS. I can see where it would be. If the banks are anxious

to make loans and are not looking at the interests of the veterans, you
have one situation. If the bans feel that they are safe with the
$*,o00 guaranty and are willing to make the loan regardless of what
the value of the property is, then I can see the necessity of the
Veterans' Administration stepping in and checking it.

Senator JOHNSON. You think the check should be continued?
Mr. GRIWGS. Definitely, unless you get all of the lending institu-

tions in the frame of mind where they are looking out for the interest
of the veteran instead of merely their security.

Take a lad buying a house for $5,000. He can get a $5,000 first
mortgage at 4 percent. Now, the bank is guaranteed for $2,000. They
are only putting up $3,000 of their money.

Suppose the place is only worth $4,000. The bank is fairly safe on a
75-percent mortgage for $3,000. The Government is risking quite
materially the guaranty.

Now, in Bridgeport a bank will not make that kind of a loan. They
will say the place is only worth $4,000. If the lad says, I will put in
a thousand dollars of my own, it doesn't matter. There is no loan.
Not until we think that place is worth $5,000.

Now, that is very necessary because these boys don't know very
much about the purchasing of real estate. Where a man has never been
more than $200 or $300 ahead of the game in his life and he comes back
and he wants to buy a $5,000 or $6,000 house, it is almost beyond hisimagination. He buys a house the way he would buy a suit of clothes.
He looks at the price tag. He doesn't know that in a real-estate deal
the asking price is just an asking price. He needs help, and that is
what he gets. And they are appreciate of that help we are told by the
banks, and I know this, too, as I have talked to hundreds of them.

Senator LuCAS. Mr. Chairman, does the record disclose the reasons
for the turn-down of 14 percent or was that just a blanket statement
without any qualification?

Senator JOHNSON. I have forgotten. I don't think there was too
much explanation of it.

Senator LUCAS. It would be interesting to know the reasons in view
of what Mr. Griggs has said.

Senator M f mKIN. I don't remember that there was any explana-
tion.

Mr. GRIms. Yesterday, I had a call from the bank. A lad wanted
to buy a shore property. Banks are slow to loan money on shore
property. The neighborhood is unstable. The zoning is usually non-
existent. There is no protection for a long-term loan. The banks are
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synipahelie and )iobody gets brushed off. to i1-t th.at expreAion. 'I his
lad wanted to buy this'sh,,re property. The baiiker took a look at it.
and d(dn't, like thlie looks of it. ht, didn't like to say So to this lad.
Ifi- said wyh doli't you Yet a contractors to give this plia'e a tihior,,igh
inspection and see what fle thinks about it. Two nights latter the hloii,-e
blvw (town in a storni, showing that te sg g stioi of tte banker was
a good one.

This sim, lad ('ime in latr and said he had a place that wa5 reallY
well built. The b:,nker told him that before they loaned anyt{,ing on
l)a(es in that eomi,uiiity they wanted to have a survey made. I,,
that case they found that the man's garage was 3 feet on ,onibody
else's lot. Aiid again the boy was grateful for the suggestion.

Those things all happen. The banks are doing that and it doesn't
cost the GI anything for an appraisal.

Senatr JH-NSN. But the banks are not the only people who ap-
prove such l6ans. I understood from the testimony the other day that
in many instances contractors build houses and they approve their
part of tho loan to some association or other. That might explain the
high percentage of failures.

Mr. GiL(cos. That is where your Veterans' Administration appraisal
comes in. It should stay there. So far as our banks are concerned in
Bridgeport we don't need it. They would say they would rather get
along without it but they feel countrywide and to take care of lenders
other than good, sound institutions who have the right frame of mind,
there should be that check on the part of the Veterans' Administra-
tion or somebody else.

Senator LUcAs. Could you leave the discretion with them?
Mr. GRIGOS. No. If you make it discretionary then the man who

wants to slip one over will do it.
Senator LUCAS. I am referring to just your bank.
Mr. GRIoGS. Our bank; yes.
Senator LtcAs. I am using your bank as an example.
Mr. GRIGGS. Who would have the discretion then?
Senator LUCAS. I am talking about the Veterans' Administration

having discretion as to whether or not they shall use appraisers. If
they are satisfied that your institution is doing an honest job it does
seem -to me that they should perhaps have discretion and so eliminate
some red tape and expense in sending appraisers in there.

Mr. GRIGS. Give that discretion to the Veterans' Administration
or whoever is going to determine it.

Senator LUCAS. That is right. They can determine what banks are
on the square with the veteran.

Mr. GRIGGS. I have had two cases where what I call unscrupulous
contractors were involved. In both cases the contractor advertised
that he would build homes for veterans. He was doing that because
he could get priorities on building material for homes for the veteran.
It is my suspicion that he realized that the veteran couldn't go ahead
with ift. lie would take the veteran's deposit and he could resell the
property after the veteran fell down.

In one case the man put up $400. I got ahold of every bank in town
and I stopped any construction loans on the part of that contractor
until he gave that veteran back the $400.
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In the other ca-e he was building a house on the veteran's lot.. The
man was earning $3.', a week and the contractor was putting up a
$7,200 hou . How could he finance that on $35 a week? In that
case I told the contractor to stop construction.

Senator LUCAS. If it is being done there it is being done all over
the country. You raise a question which seems to me is vital aud
serious andI one that we should look into with a view to protecting the
veteran.

Mr. Gnics. They are protected if you do have a good check on the
part of the Veterans' Administration or some other supervisory
ormization.

Senator MuLuKi.x-. I should like to ask, What is the average amount
of loans on these properties? What is the average in dollars? What
kind of home is the average veteran trying to get?

Mr. GRIGGS. They run from $3,500 up to $7,000 or $8,000. But in
every case the income must be sufficient to meet the payments.

Senator MILLIKIN. Let's assume that a veteran is making $40 a
week. What kind of a home would he buy?

Mr. GRicGGs. Between $5,000 and $6,000. At $6,000 in -Bridgeport
his monthly payments for principal, interest, taxes, and insurance,
which are ordinarily paid by the bank, it would amount to $42 a
month.

Senator MUILIKIN. About a fourth of his monthly income.
Mr. G~iioos. We put it down as a flat figure that he shouldn't spend

more than 25 percent for shelter unless he has some outside income.
Are there any questions about the home loan ? I want to get into

the business loan phase of this bill.
Senator Joi.isoN. Go right ahead.
Mr. GRie.Gs. I was interested in one of these Washington letters,

which was the occasion for my original correspondence with Senator
Lucas, which gave some statistics which I think are very misleading,
statistics on the number of business loans that have been made to
veterans.

Unfortunately, in our office we haven't much time to build up sta-
tistics. I can't give you percentages.

Our banks in Bridgeport up to now have made perhaps 250 loans to
veterans.

Senator JOHNSON. Business loans?
Mr. GRIGGS. Business or personal loans. I think only three of

these have been cleared as GI loans; that is, out of the 250. And in
many cases I have been the reason why they were not cleared.

A business loan is for a very short period of time, usually the
life of the equipment that they are buying with the loan. It isn't
a sound loan if it goes beyond that.. In most cases a business loan
doesn't run more than a year or two.

I tell the veteran: "Why should you sacrifice this guaranty credit
that you have with the Government on a 1-year loan ? You have
used it up, and you can't get it again. On a home loan, that runs for
20 years, the difference between 4 percent and 51/2 percent on a $6.000
home would amount to $90 a year for the long period of time. The
difference between 4 percent and 6 percent on a $1,000 loan for a year
is $20. You have used up your credit. Why should you do that ?"

They go to the bank, sell their proposition to the bank, sign their
name to a note, get their money, and it is over.
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Senator MILLIKIN. What is the limit on loans of that kind?
Mr. GRIGos. I don't know the limit, but the average with us is

about $400 to a veteran that wants to go into business.
Senator MILLIKIN. Is the loan secured in any way?
Mr. Ginioos. Usually not. I have used this as a criterion very often.

When a man has been in the Army for 3 or 4 years and hasn't saved a
nickel, if he hasn't any good reason for not saving, I try to point out
that it seriously affects his credit at the bank. We have had dozens go
into business without any loans. They have saved their money. They
have been looking ahead to this. They may need legal advice, but
that is all. They don't want a loan. They know what they want to do.

I have had considerable experience in my life on bond issues, financ-
ing small businesses and so on. You gentlemen are aware of the heavy
casualties in small businesses in this country. I have some statistics
here from the Better Business Bureau that I might give you. There
are some 340,000 bankruptcies annually in this country. Most of them
are small businesses. That is 3,500,000 in 10 years, or about the same
amount as the total small businesses in this country.

The reason for those failures has been pretty well determined.
When a lad is fresh out of the Army he comes into our center and
tells us that he wants to go into business, but very often he doesn't
know what sort of business he wants to go into. His first idea is to
get the $2,000 and then to see how he wants to spend it.

When it is explained that the Government doesn't loan him any
money-doesn't give him any money or loan him any money under
this bill-that he must have a business proposition that he can sell to
the bank and that then the Government steps in and guarantees half
of that loan, then he begins to realize what it is.

Here is an example of the ultra case. Two boys come in. The
have a wonderful proposition. They can buy a lot on the Post Road
in Southport for $6,000. It is a vacant lot. The man only wants
$4,000 cash. The oil company will put up a $12,000 building on that
lot at their own expense and which will belong to the owners of the land
after they have used up so much gasoline over a period of 10 years.
Then they need $2,000 more to equip the machine shop and for working
capital.

N either of these boys had a dime. One had no experience whatever
in a gas-station business. The other had worked once as an attendant.
I tried to explain to them that on this financing there would be three
different people who would want a first mortgage. The man that
owned it and was only getting two-thirds of the value in cash; the oil
company that was putting up the building; and the bank that was
loaning them $5,000 or $6,000. There would be a clash for first secur-
ity on that. We tried to handle that thing in an orderly way, and I
think we have had good results.

A youngster that comes in, wants to go into business-who has had
no training particularly, has determined while in the Army that he
doesn't want to go back to his old job; he has gotten confidence in him-
self; he wants to do something else. That is fine, but he is not ready
to go into business. He hasn't had business training and doesn't un-
derstand the fundamental economics. He doesn't know the difference
between a corporation and a partnership. He. doesn't know what con-
stitutes a valid sale or contract. He doesn't know the pitfalls in the
way of any business.
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Well. he has a program ahead of him. We like to have them go into
business but not yet. Under the provisions of the present law--and I
do hope they will extend that time-he has until 2 years after the offi-
cial determiination of the end of hostilities to get a loan.

Now, why shouldn't he go into training for that? He hasn't the
capital. He c.an take a job in that industry and learn something aboVt
it. He can go to night school. We set up a course in the junior college
in Bridgeport for young businessmen which gives that fundamentalinformation. I tell those b- ys that they shouldn't any more want to
go into business with the equipment they have than they should want
to fight .laps without training. They haven't a chance in competition.

And that is the way they see it. They are reasonable. They are very
reasonable on that. The school provisions are marvelous-the training
provisioll s.

I would like to put these figures before the Senate. Up in Bridgeport
we have over 800 veterans engaged in apprentice training or training
on the job in the various industries under Public Law 16-over 800;
and we will have thousands before we get through. We are getting
100 percent cooperation with the chamber of commerce and the manu-
facturers' association. Without a dissenting voice in the manufac-
turers' associations, they are taking it on.

Senator MrLLIKIN. Are they taking courses in apprenticeship?
Mr. Giiioos. Apprentice or training on the job. If a man has been

through the apprentice stage and wants to perfect himself, if that
course is approved by the proper authorities in the Veterans' Ad-
ministration, and he qualifies for that, he can get supplementary pay
while training on that job. We have over 800 in on that now.

Senator JoHNsoN. He will receive some pay from the institution?
Mr. Gaioos. Yes; even as an apprentice, he gets paid from the insti-

tution.
Senator MnmaxIN. Take the case of a man who wants to start a

filling station, who wants to go into business on his own right away.
Your advice to him would be to get some more experience in that
business I

Mr. GaIGs. We have had several of them that have gone broke al-
ready that came in and did it on their own.

In one case a man had his gas siphoned off one night, and he had no
reserves. That is what they do not understand. A man must have a
cushion. He has to have a reserve. We have had a number of those.

We had a case of a man who bought a "dog" wagon, and after he
bought his "dog" wagon he found that he didn't'have any red points.
We also had one that bought a restaurant, and they had a price war
at the time OPA ceilings were established and he had to sell a turkey
dinner for 60 cents. He was losing money from the start.

That is what we try to avoid.
Senator MILLKIn0. You think that the 3-year period puts an un-

sound pressure on a man to hurry into a business for which he is not
qualified?

Mr. Giaioos. It wouldn't do any harm, sir, to extend that period on
homes as well as businesses. It would help our case where we are
trying to postpone a rush into something that the man is not pre-
pared for.
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They trained the men for 2 years before letting the.r, go Ow(,rseas
to fight. A mai ought to bv willing to take that same amoiint of train-
ing before he hops into his life work in business. Ife will have more
chance of success.

We have had a great many men who have gone into husirwje. I
took this [indic.ling] out of the Sunday paper in Bridgrport. It
shows him before and after; one in uniform and one in hi, buiriess.

So far as objections are concerned, they have been very, vory few.
I think they could be counted on the fingers of the two hands. all
those we have had in Bridgeport so far who have gone out unsatis-
fied, and they were the type of people that you would expect it of.
There are always a few that you never could satisfy.

Here is one. This man came in and wanted to get a $ t,000 loan
to open up a gas station. He was 21 years old. He had no exper-
ience. I suggested that he go in and see our occupational counselor.
This veteran was referred to Mr. Sarkin. Let me read this:

The veteran was referred to Mr. Sarkin by Major Griggs, to whom he had come
on September 17 to discuss getting a $4,(100 loan with which t4, ,ilwn a gas
station. Major Griggs quickly ascertained that he had no previous experience.
He felt that the money was given him by the Government to use in any venture
that he desired to undertake. It was pointed out that the money is loaned by a
bank and then underwritten by the Government. Major Griggs felt that he
would benefit from Public Law 16 and suggested that he see Mr. Sarkin.

He indicated to Mr. Sarkin that he had no desire for training under Public Law
16 but wanted the loan. He persisted in the belief, even after the explanation
by Major Griggs, that the money is given him directly by the Government.
Mr. Sarkin reexplained the loan provisions but seemingly to no avail. He did
point out that the veteran was free to negotiate with any bank of his choice
but that ordinarily a bank would hardly consider him a good risk. The veteran
seemed very much dissatisfied with the fact that a bank had to pass hpon his
ability to successfully operate a business. He left considerably disgruntled.

Senator MmniciuN.. It is not necessary for a bank to pass on it; some-
body has to, but there i, no misunderstanding-general misunderstand-
ing-is there, to the effect that a man must do business with a bank
in order to qualify for these guaranties?

Mr. GRIGGS. There is considerable misunderstanding on that. A
great many think that all they have to do is to walk into a bank and
to say, "I want the $2,000."

Senator MILLIKIN. I mean, a private person could make a deal, and
if it passed the Veterans' Administration inspection it would be just
as good as if he made his deal with the bank?

Mr. GRIGGS. That is right; but we are dealing with people who
have never borrowed money in their life.

Senator MILLIKIN. My point is that there is nothing in the GI bill
of rights, as I recall, chat compels a man to do business with a bank
if he can find other places to do business.

Mr. GRIGGS. That is right.
I was interested in the previous speaker here. He said that some

of these boys are having difficulty in getting jobs. I wouldn't say
that that was true up in New England. I am acquainted with many
industries up there, and they are all looking for men of all types at
all times.

In the Bridgeport area we have 43 percent of the veterans interested
in further training of some sort, either college or apprentice training.
That is due to the counseling. These fellows who come in go out
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with a definite program ahead of them for bettering themselves so
that later on they ca n get into business. a

As I say. under the present bill it comes beck to the Foint that if it
is administered properly it doesn't require a great dea in the way of
change. I think the time limit could be extended very well on the
educational features. Our educational adviser states that it woi~ks
a hardship in some cases to require a man to complete his education
in a certain time.

Another thing is the age limit. Under the present bill if a man
went into service before he was 21 years of age it was presumed that
his education had been interrupted. If he is over 24 when he gets
out he must prove that his education was interrupted. In many cases
a man of 26 who left school early should be allowed to go to school.

We had one man who was 28 and who had never finished the eighth
grade. He wanted to go to college. He is in college today. He came
in this summer. He'had never finished the eighth grade. We took
his tests. He had an I. Q. of 128. He placed witfin 3 percent of
what anybody had ever gotten. He is in Trinity College right now.

That was an exception under the law. He proved that his educa-
tion had been interrupted in the early days.

I think there might be a good many of those people-people who
had never applied themselves in the secondary schools but who real-
ized after they got into the service that they should have, and now
they want to go to college. They should be allowed to do so. The
26-year-old limitation is perhaps a little arbitrary and perhaps
should be lifted.

The time limit of 2 years after discharge, I think, should be ex-
tended, because there are men in high school now who will enter
college later; and if that 2-year limit is on, they wor't. The major
part of their education comes out of their own pocket. That is also
true in training for law or medicine--things of that sort.

You will have to remember also that a great many of these people
should have been in school during the depression and for financial
reasons could not be. Now they want to complete their education.

It is the recommendation of our educational solicitor that all age
restrictions be removed so far as education is concerned.

The way we are selling this in Bridgeport, the training and educa-
tional features of the binl are the most valuable parts of it. It is
worth a great deal more than the business loans or the home loans,
because it is an opportunity to develop the individual to become a
good citizen and a responsible person in the community, and every-
thing possible should be done to aid that.

As to the amount of living expenses under the present bill, I think
it is $50 a month for a boy that is in .college, and it goes up to $80 a
month if he has a wife and dependents. I think that might be liber-
alized too, and I believe it was in the House bill. I don't see any ob-
jection to that because of the present living costs.

I would like to say just a word if I may, Senator, about the opera-
tion of this Bridgeport center. It has been written up considerably
in the national magazines. Mrs. Eugene Meyer came up early in the
pme and spent a week at Bridgeport. Mr. Meyer is very interested
in the program.
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It was starte(I -s a ,.,mniinity project. I think p,rhaps in th': ad-
ministration of the bill it plays its in,,st important pairt. The c,ter
was started as a viiimunity enterprise and lIu's girrown to th,. point
where the whole cmn('nInIity i.s a part of it. We have a ceritr in which
are represented the Velerans' A (I ionistration. We h:ive a full branch
there now. They have a pinl of iInsmirance inel who gi V, irv-urance
advic'e. They halvie an ediwational counselor and oc-ipationai cojn-
selor. I am supl,,seel to handle tthe. financial erii I of it. They have a
farm person who c',nies in. We have-, a Red, Cros representative, and

Tliev are all in the saine buiilding, and the work is all done there.
But handling 600 people a week now, we are alrmont up to capacity,
and what we are doing is extending the service out-bringing the rest
of the citizenry into it.

I call on lawyers; I call on busiiv..uinen. If a man comes in, and
he wants advice on a subject that I don't think I am qualified to give
it on, I will call up one of these men and say, -Here is a man. I want
you to take care of him." He will say, "s)end him down." He ,rives
him a half a day discussing, say, the insurance busine.ss. I had a man
yesterday who wanted to go into finance. I got ahold of the head of
the trust department of one of the banks and said. I am sending this
lad down this afternoon. I want you to take care of him, tell him
where to go to school, and so on."

On legal advice it is the same way. We have got the whole city
tied into it. I have never had one refusal from any indu trialist,
commercial institution, or any professional man. The boys know and
feel that they are in the hands of their friends. The town is inter-
ested-not in the veteran in general but in this particular fellow.

The reputation of this little Bridgeport plan throughout the coun-
try is perhaps the answer to the question. If you are interested in
going further into that, I brought some of these things along. I might
pass you up this literature.

Senator JOHNSON. I will be glad to have copies for the committee.
Thank you very much, Mr. Griggs. Your testimony will be very

helpful to this committee.
Is Mr. Ketchum here?
(No response.)
Mr. Bodfish.

STATEMENT OF MORTON BODFISH, EXECUTIVE VICE PRESIDENT,
UNITED STATES SAVINGS AND LOAN LEAGUE, CHICAGO, ILL.

Senator JoHNsoN. Mr. Bodfish, you represent the United States
Savings and Loan League of ('hicago?

Mr. BonF IS-. I do, Mr., Chairman.
Senator JoHNi-s()N. You may proceed in your own way, Mr. Bodfish.
Mr. BODFISH. Mr. Chairman, we are here at the suggestion of Colo-

nel Taylor, of the American Legion, with whom we have worked in
connection with the home-loan program nst closely.

I might explain that the United States Savings and Loan League
is composed of 3,625 local savings institutions specializing in home
loans. This league- includes the vast majority of active savings and
loan associations and cooperative banks in the United States, both in
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as.e1s and numbers. currentlyy we make more thIan one-third of all
of the home loans in the United States and over oine-half of all the
home loans originated by financial instit unions.

From th, very first, we have cooperated with the Veteranis' Ad-
ministration ?.in( I lhe American Legion in the (le.velopment of a work-
able and practiai1 home-owners-hip program. As a result, our insti-
tutions have to date made approximately 18,000 home loans, or about
S- percent of all the home loans which have been guaranteed for
vet erans.

We find the present law to be workable and practical. Some ad-
minit.rative and legislative improvements can be made, and it is par-
ticularlyv important to exten(I the time to 6 or 10 years during which
the veteran may apply. The proposals for the amendment of the
pre!-ent title III submitted Lv Generad Bradley and his associates in
the Veteran:" Administration are consistent with the purposes and
present functioning of the act and are all satisfactory from our point
of view.

These recommendations include the more important recommenda-
tion- ,Ievel(ped by the American Legion in conferences with the repre-
sentative- of the various lending institutions.

We are satisfiedl that the procedures of the Veterans' Administra-
tion will be. and are being, adjusted to eliminate unnecessary delay.
Furthermore, although the "reasonable normal value" concept is some-
what difficult of administration, a majority of our people appear to
believe that this concept and the Veterans' Administration appraisal
irill tend to provide certain protection for the veterans.

Senator MIMLIKN. Mr. Bodfish, has your organization formed any
opinion on the cycle of prices for new homes? Obviously they are
up now and will probably go higher. Have you any opinion on when
they are apt to come down?

Mir. BODEISI!. We do not expect them to come down much. We see
all the elements in the cost picture-which, after all, are largely labor-
teiiding to stabilize, or, if anything, causing the price to go higher; so
we do not expect to see the cost of producing new homes-which, after
all. i.s the controlling factor (,f real-estate value-to decrease substan-
tially in the near or even reasonable future.

Senator MILLIKIN. You feel that the standard of normal value,
then, is. roughly, present value?

Mr. Bowri -. I think it is cost of production.at the present time and
what thoughtful men with a lot of common sense and experience think
the cost of production of new houses will be after the war. I don't
think that any year prior to the war or in the early days of the war
presents a iiornm that we can tie to. The fact is that costs just
giniply have changed, and certainly none of us want to see the com-
pen.4ation of labor going clear back into the woods of the Northwest
substantially decreased.

Senator mIUiAKiN. Do you see any technological improvq1nents
such as may call for mass production of homes counteracting the in-
crewae in wages

Mr. BDn ism. Well, there is a great deal of talk about new and
modern methods, but we have seen t hat go on for 10 or 20 years, and

we think the standards and the facilities wanted in homes would keep
ahead of any economies that seem to be effected in production. While
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there will be some improvenir.nt, probably, in asserly on the itp,
we don't see' any great (lange in price due to Chinges in mrethors of
production of homes.

WVe point out that reasonable amendments of the presriit law will
make it more workable and facilitate the preseiit program which has
excellent prospects of providing the veterans with the most liberal
credit ever known in America for the financing of horwis, farms, and
small business property. We point out that any major change from
the present program, which has taken more than a year to develop
to its I)resvnt stage, will result in delay. It is very difficult to get such
a national program as this under way in less than about a year. and it
customarily takes about 2 years for such a program to function
smoothly. This has been true in the past in the case of the Home
Owners' Loan Corporation and Federal Housing Administration. A
change to another agency of the Government or to another loan plan
necessarily will result in considerable delay.

We participated in a conference called by the American Legion of all
types of mortgage lenders for a study of the present law and of H. R.
3749 by Mr. Rankin, of Mississippi. The recommendations of that
conference with respect to the Rankin bill will be presented by the
Legion, and we see no objections to any of those recommendations.

If H. R. 3749 is to be enacted, it is essential that the language of the
guaranty be clarified to make it clear that the governmentt is to pay
the losses upon these loans up to the final amount of the guaranty.

You recall that Mr. Odom pointed out a vague situation in the
Rankin proposal. He didn't know whether it was pro rata of the loss
or whether it was guaranteed up to the amount of the guaranty. I
mention that because there has been a great deal of discussion of the
guaranty.

It was one of the most difficult problems they had to work out.
I don't think we can expect the first mortgage lenders to provide

credit at 4 percent for 20 years up to 100 percent of the value, with a
guaranty which merely prorates the loss. We do not request a larger
guaranty than 50 percent of the loan or $2,000, whichever is smaller.
We believe that amount of guaranty to be reasonably sufficient.

Senator MILLIKIN. Would not a prorated system tend to assure
sounder loans?

Mr. BODFISI. I think it would. There is no question but what it
would put an added reason for caution and care on the part of the
lender. But, Senator Millikin, the problem we are struggling with
here is to get a loan program which goes up to 100 percent of value
of small houses and which eliminates entirely the personal stake or
the down payment that is traditionally considered so essential to a
safe long-terni mortgage advance.

The reason for the guaranty program was that the guaranty of the
loan would be effective, so that the lenders who customarily, and our
institutions, for a century, have lent 75 to 80 percent on small homes
to owner-occupants, would go tip to a full 100-percent loan, so that
the veteran would not need a down payment; he could get his home
before he had acquired that.

I am afraid that a proration of the loss, where the loss deals with
the most risky portion of the loan, and a portion of the advance which
has never been made by local lenders before, we might find it quite
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difficult to persuade lenders to take that share of the risk of the down
payment, which is really what it aniounts to.

If you have the amendments which Mr. Odom presented I would like
to comment on them. I think Senator Lucas' suggestion that we make
our comments on the draft provided by the Veterans' Administration
is very Food.

The first comment I have to make there, Mr. Chairman, is one that
is not germane to our field entirely. We make very few farm loans.
The question was raised as to the appropriate term or duration of farm
loans to be guaranteed and it wias suggested 30 or 35 years.

We feel. as a matter of fact, our group, including myself, who are
among the first that took the lead in getting home loans up to a 15- or
20-year basis, we think a 20-year pattern is consistent with the earn-
ing and saving capacity of a family, that they ought to get their home
free and clear in that period.

We wonder if some of those same reasons may not apply to the
duration of your farm loan. The only reason we have any right to
raise any question about the farm loan, as we make very few of them,
is because whatever is the pattern in that field tends to become the
pattern in the urban mortgage field.

Senator MnIJUKI-N. There is a difference in fundamental theory. In
the home loan you have continuing obsolescence to consider, whereas
a farm loan soundly made, in that case you are supposed to at least
hold the productiveness of the land and perhaps increase it.

Mr. BODFIStr. That is right. But, Senator, there is wisdom in or-
derly redemption in any form of debt whether it be municipal debt or
public utility or home or farm. We feel that there is a reasonable
middle ground and that the objective of all credit should be to help
purchase a home or farm and then to get the owner thereof out of
debt, because the real economic security is when he owns it with no
obligation.

At the top of page 2 the Veterans' Administration suggested that
additional language be included authorizing national banks, federally
chartered savings and loan associations, of which there are some 1,500
in all States of the United States, to make any loans guaranteed by the
Veterans' Administration. Then they say "or any bank, trust com-
pany, or insurance company, organized or authorized to do business in
the District of Columbia."

I will call to the attention of Mr. Odom and the committee that
there are some 25 very excellent building and loan associations in the
District of Columbia which are not federally chartered associations
Lut which operate under laws passed by the Congress, and who should
be included along with banks, trust companies, building and loan as-
sociations, or insurance companies, organized and authorized to do
business in the District of Coumiba.

Senator JoiNiso.N. They can make these long-time loans.
Mr. BC.DFISII. They can only make them, Senator Johnson, in their

regular and ordinary loan procedure involving a secured loan. They
can't make, for example, a GI-guaranteed loan for the repair or im-
provement of property, where the loan is small and where the cost of
title search and mortgage arrangements and all that paraphernalia is
unnecessary. We desire that the language be clarified and improved
so that the District of Columbia associations and the federally char-
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tered! ass .ciali l s are lclary i i l td., and l jlea-,d fr,,m tth ir
snt lt it (Iy ref ill i rentrints of takiJg mortg:igs or securinig first li ns So
linat fll1(y can nake 41v ieJ I-de(IrV l reltir :,mdl property impr,,vrfent
loans to veterans. Tliis will t:ike sotie improvrt-lt of the l'targi age.
-which we will dis,.lss witl Nir. O(ln.

IriItlierui ,re. 4lese ,'op( ratioi ,01.s an-,. ifi ted 'orpo:itiols. 1up,,-,(,

to (l1o o*Nly thIings which are .specifically set forth in th,. statut,. ald(
while tley are m moving ahead tinler liberal interpretation and1l tol,rant.e
of the si irv'is,,ry authority, 'crtainly all of tis hvo Iav, aty re-
sloisibility for those inst itutions and for operating them would rather
have the authority clearly set forth in tlie .statute.

Senator JohNso.N. Will you give me the description of them again,
please ?

Mr. BOrFISil. Some 25 building and loan as.-ociatio .i in the Di-trict
of (1olumbia who should be inclidd-aloi g about in the sixth linP-
along with other banks, trust c',,mpanies, and insurance compalie,
organized or authorized to do busine-s in the District of ('oliumbia.

In line 2 of that same page-
Senator ILLIKIN. May I ask whether your suggestion is agreeable

to Air. Odom?.
Mr. BoDFIsI-. I haven't had a chance to talk with him in person. I

am sure it would be because certainly the Veterans' Administration, by
this amendment and others, is anxious to have all responibAe super-
visory institutions participate in the program.

Senator JoHNs-N. That is the object of the amendment.
Mr. BODFISlH. That is correct; and also, not only to take care of the

national banks, but our federally chartered savings and loan associa-
tions cannot make property repair and improvement loans which are
authorized under the act at the present time because we are only
allowed to make loans at the present lime involving a first lien.

In the second line on that same page the Veterans' Administrator
is authorized to guarantee loans on approved applications, and it says,
"made to persons and firms."

I merely call that to the attention of the committee in that the
disctszsions in the Legion group-and maybe it was because we are a
supervisel group-certainly tended to the conclusion that chartered
and supervised institutions could be entrusted to do the right thing
with this program and that probably some of the dangers of lax prac-
tice and exploitation lie in the rather broad language of letting the
Veterans' Administrator guarantee loans made by an individual or a
builder or any type of business concern that might be selling materials
and the like, and it certainly was the consensus of opinion in the group
that it might be wise, particularly if the theory of the Rankin bill werefollowed, and the appraisal work entrusted largely to the local insti-
tutions, tlat the lending be confined to chartered institutions which
were supervised either by the State or Federal authorities rather than
typical real-e.state development firms or individuals or material firms
and the like.

It is one of those difficult problems. I think there is very ample
credit available from the banks, savings and loan associations, insur-
ance companies, trust companies, and the like, and whether any con-
structive purpose is served by including an avenue through which real-
estate firms, builders, and others an request the Veterans' Administra-
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tion to miarantee loans or not is something the committee should
C0o1ISider.

S,,natr Mii.iiI n. There is :t monopoly angle there to be considered.
Mr. l'I'i,,. That is rihht. I think there, Senator Millikin, it

couldn't quite l)e monon(lolistic, if y,,u '111(1 reason:nbly say that the
chairtred institution is under pulli' supervision, State or Federal,
including all the people whose principal business is lending the money.
And there i a quest ion whet 1ier a person lose principal business is

sellin! real estate should have that.
In seetion -io1 (3) the Veterans' Administration suggests a change

in the application (,f the guaranty. The guaranty now is applied to
the purchase price. Talt has been vexing, as you know. It has meant
that in s,,ne areas the veteran who wanted to acquire a home promptly
could not do so because the law specilcally says that if Uncle Sam is
to endo-e the note. in order to get him a 100-percent loan, in order to
protect the financial institution in advancing the amount that includes
the down payment. that transaction must be a practical one and must
be within hi- ineani., and that the House must be fit into an appraisal
inv,,lviiiu reasonable value.

As far as the s:ivings and loan associations are concerned, who have
been inot active to date in this program, we can work under the present
arrangement. We can work under the proposal of the Veterans'
Adnifi-i ration. We can work under the proposal in the Rankin bill.
I wouldn't be fair to the committee, however, if I didn't point out some
things which maybe you know better than I do, but, namely, the
mental habits of financial people.

You permit your guaranty to be the amount of the loan plus 10
percent lind in a short time all your veteran purchases will be on a
10-percent down-payment basis.

Senator MILLIKIN. Then they -will jump up another 10 percent.
Mr. BorDFISH. They jump up another 10 percent as prices move up.

But it is just human nature in the money-lending business that if you
can require a personal -take in a transaction of this kind you do it.
It suits us. It is a thing I think that the Congress ought to decide.
But the tendency will be if you authorize- "reasonable normal value"
on the amount of the loan plus 10 percent that everybody will look for
the 10-percent cash down payment. It will be the tendency in the
administrative procedure in the Veterans' Administration.

Your ba-ic question to decide is whether the Congress shall say it is
better to go through the irritation of waiting until there is an ample
construction of new homes so that prices settle down a bit, with some
disappointment on the part of the individual, or whether it is best to
take the lid off, 10) percent or 20 percent, or something of the kind.

I can't help but feel that the veteran that goes out today and buys an
old place for .500 or $1,000 in excess of what he can get a new one for
2 year from DOW is not going to be very happy with the financial insti-
tution that was a part of the deal, and he is not going to be entirely
happy with his Government guaranty which made the transaction
possible.

It is basically a question of whether we want to allow him to pay
for a small home a limited percentage in excess of what indepen dent
appraisers in his own community, using the best information and
judgment they have, considered that property is worth. It is a ques-
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tioln in which the lenders are fully protected. It will have n,, lanri, g
on the volume of the program other than it will put through and
in plinhent a few transactions.

Senator JoiHNSON. The thought has been expres.-:ed, that if the word
"normal" is stricken out that that, whole matter might be (ijred.

Mr. BoDFISI. Mr. Chairman, every man who is engaged in mort-
gage lending or in appraising c:in always write an article on wh:at he
thinks the value is, and I don t think that there is any substantial dif-
ference between "reasonable value" and "normal value." The real
distinction is the difference between market price, which is the thing
that we are facing every day, and what a reasonable, thoughtful, expe-
rienced appraiser thinks a piece of real estate will be worth during
all the rest of its useful life.

You might be able to sell it for a lot more today because we have
an abnormal situation in which we are not building anything. It
might sell at another time in the face of a banking crisis, such as we
have had, for considerably less than its value.

But those are today's market prices and "'reasonable normal value"
and "value" in the mind of a thoughtful, responsible appraiser repre-
sents his judgment of what that place will be worth during its entire
remaining useful life.

Senator MILLIKIN. It is almost a guess.
Mr. BODFII1. It is a judgment based on the best facts available.

-Certainly it isn't a precise thing, Senator, I will agree with that.
Now, in that same language, where they provide for-section 501

(3) -where it is provided that the reasonable, normal value will apply
to the loan and the veteran is to pay cash or otherwise in an amount
up to 10 percent, I would call your attention to the fact that the "other-
wise" is there.

It seems to me that lets everything from promissory notes, second
mortgages, agreements with builders, and the like, to enter into this
transaction. I don't think that is what Mr. Odom and the Veterans'
Administration intended because I think they were thinking of a vet-
ern with cash. And I see no other thing that he should appropriately
put into this transaction, except possibly if he already has a building
lot that might be appropriate for his down payment.

The Veterans' Administration testimony, in its conclusions, Mr.
Chairman, talked about grouping the loans and pooling the risk so
that a lender who made a million in loans would be able to recover 100
percent individual loan losses up to $150,000. We think that prob-
ably is an answer as far as the shorter term of business or agricultural
loans are concerned. We doubt if it is a wise thing to apply to the
home loans.

I want to say in conclusion that we think that the program of inter-
esting the returning veteran in the ownership of a home rather than
j ust renting one or living in a Government owned and operated house,
or something of the kind, is highly desirable, the object of the legis-
lation is most appropriate in that connection, and for that reason
our institutions, being specialized in this plliise of the financial busi-
ness, have tried our level best to cooperate in every way with the
Veterans' Administration and with the veterans. We have spent a
great deal of time and money in interviewing these men. Many of our
larger institutions have hired one or two returning veterans to htmdle
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the GI inquiries. We propose to cooperate right along all the way in
the program and however you work it out in connection with these
amendments.

The program can work as is or it can be improved. We do not want
to see its fundamental character changed. We don't want to see this
shunted off to some other agency. It is moving nicely now. We think-
we will be pleased with it.

Senator JoiiNSON. We appreciate your helpfulness, Mr. Bodfish.
Thank you for your testimony.

Senator MilIkin and I have an appointment down at the Pentagon
Building. We were supposed to leave at 11: 45 and 11: 45 is here now.

Mr. Ketchum, we had the whole committee here this morning to hear
you, but Senator George, Senator Lucas, and Senator La Follette had
to go to the Foreign Relations Committee meeting and so couldn't
wait here.

Mr. KETCHUM. I am sorry, Mr. Chairman. I was scheduled to be
here at 10 o'clock but I ran into some difficulty with my stenographic
force in the office.

Senator JonNso.N. Would you be ready to testify at 2 o'clock this
afternoon?

Mr. KETCIIUM. I have a Surplus Property Board meeting at 2:30.
That is why I was trying to get here this morning to clean this thing
up.

Senator JOHNSON. You appreciate our difficulty. I know it isn't
your fault that you weren't here this morning. We want to accom-
modate you and we are looking forward to hearing your testimony.

Mr. KETCHUM. I will 'be here at 2 o'clock, Mr. CEairman.
Senator JOHNSON. We will make it 2: 30.
I would like permission of the committee to insert in the record

at this point a communication that Senator George received from
D. W. Bell, Acting Secretary of the Treasury, under date of October
9, 1945, in regard to title III of this bill.

(The letter above referred to is a follows:)
TREA SURY DEPARTMENT,

Washington, October 9, 1945.
Hon. WALTER F. GEORGEI,

Chairman, Committee on Finance, United States Senate,
Washington, D. 0.

My DEFAR M&. CHAIRMAN: Fnrther reference is made to your request for the
views of this D.,partnment on H. R. 3749, "To amend the Servieemen's Readjust-
ment Act of 1944 to provide for a readjustment allowance for all veterans of
World War II."

The majority of the provisions of the bill relate to matters within the jurisdic-
tion of other agencies of the Government and the Treasury Is not in a lpsition
to comment on the merits of those provisions of the bill. However, the proposed
changes in title 111, relating to loans for the purchase or construction of homes,
farms, and business property, are of sufficient interest to the Treasury to warrant
particular comment.

The present act provides that such loans may be guaranteed only if the
purchase price of the property does not exceed the normal value thereof as
determined by "proper appraisal." It also requires a determination by the Ad-
ministrator of Veterans' Affairs that the statutory requirements, such as :1
reasonable likelihood of thelketeran's success in the occupat ion for which the
loan is made, are fulfilled prior to the approval of a loan. The present bill would
delegate the authority with respect to both of these matters to the leading agent.
The advisability of such a change is believed to be open to serious question
While it may be that lender appraisal might tend to speed up the process of ob-
taining loans, on the other hand this procedure could result in abuses which would
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prove harmful to the veteran. As to the proposed guaranty of loans without
review or approval by a Federal agency, it is believed that this provision would
establish a very undesirable precedent which could result in large financial
losses to the Government. Therefore, while the Treasury is entirely in sympathy
with efforts to improve and speed up the machinery for making loans to veterans,
It strongly recommends, in the interest of both the veterans and the Government
the retention of the above-mentioned safeguarding features of the present act.

Section 501 (b) of title III of the bill contains a new provision which provides
that all national banks wherever located and all other banks and trust companies
located in the District of Columbia and other Territories and possessions of the
United States are authorized to make any loans guaranteed under the Service-
men's Readjustment Act of 1944, as the same is now or may be amended by the
bill, "without regard to the limitations and restrictions of any other statute or
ruling of the Federal Reserve Board." That provision, in effect, would amend
section 24 of the Federal RPserve Act, as amended (U. S. C., title 12, sec. 371),
and section 5200 of the Revised Statutes, as amended (U. S. C., title 12, sec. 84),
and is considered undesirable in its present form.

Section 24 of the Federal Reserve Act authorizes national banks to make
loans secured by first Hens upon improved real estate Including improved farm
land and Improved business and residential properties. Under that section, such
loans may not exceed 50 percent of the appraised value of the real estate offered
as security and the term may not be longer than 5 years, except that any such
loan may be made in an amount not to exceed 60 percent of the appraised value of
the real estate and for a term not longer than 10 years if the loan is secured by an
amortized mortgage, deed of trust, or other such Instrument under the terms of
which the installinent-payments are sufficient to amortize 40 percent or more of
the principal of the loan within a 10-year period. The section also limits the
aggregate of real-estate loans held by a national bank to a sum equal to the
capital and surplus of the bank or 0 percent of the amount of the bank's time
and savings deposits, whichever is the greater. Section 5200 of the Revised
Statutes, with certain exceptions not pertinent here, limits the total obligations
to any national banking- association of any person, copartnership, association, or
corporation to 10 percent of the amount of the capital aid surplus.

Under the guaranty provisions of the bill, there would seem to be no limit on
the amount of a loan that could be made by a lending agency to a veteran since
the bill provides for loans "in any amount that may be agreed upon between the
lender aind the veteran." The provisions of the bill limit the amount of the loan
that may be guaranteed but not the size of the loan that is granted. It is only
the guaranty which is limited to the aggregate amount of $2,000 and not in excess
of 50 percent of the amount of the loan. That being the case, the bill would
remove all the foregoing statutory limitations. Since the bill would authorize
loans to 100 percent of the purchase price of the real estate involved, a national
bank could lend 100 percent of the purchase price irrespeot4ve of the 50- and 60-
percent limitations of section 24 of the Federal Reserve Act and could make
20-year loans without adequate amortization provisions and without regard to the
proportion of the bank's assets already Invested In real-estate loans. It would
also eliminate the 10-percent limitation of section 5200 of the Revieed Statutes.
Hence, it would be possible for a national bank to make a loan to a person
regardless of whether the loan was equal to 2 or 10 times the present limit of
10 percent of the bank's capital and surplus.

In applying the limitations of section 24 of the Federal Reserve Act to real-
estate loans guaranteed under the Servicemen's Readjustment Act of 1944, the
Comptroller of the Currency has ruled that the limitation of the amount of the
loan to 50 or 60 percent of the appraised value of the real estate should be applied
only to the unguaranteed portion of the loan. Under that ruling, on the security
of real property appraised at $10000, a national bank could mtke, for example, an
amortized loan for $R.000 when $2.000 of the loan is guaranteed. The 50- and 60-
percent limitations upon the amount of a real-estate loan are essential to take
care of possible depreciation in value of the property and were designed by the
Congress for the protection of banks and their depositors. If it Is economlally
unsound to raise those proportions as to real-estate loans in general, it follows
that it would be economically unsound to eliminate 4he amount limitations upon
the unguaranteed portions of real-estate 1oans made to veterans. It would also
be economically unsound to make it possible for a national bank to freeze an
unlimited portion of its assets in long-term real-estate loans
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In the circumstances, it is the view of the Department that real-estate loans by
national banks to veterans should be subject to the present aggregate limit pre-
scribed by section 24 of the Federal Reserve Act; that there should be some limit
as to the amount of any one loan in relation to the value of the real estate and the
capital and surplus of the lending bank; and that there should be a specific
requirement for amortizatiom with regular and frequent payments sufficient to
offset any possible shrinkage in market value of the property. It i.s believed that_
those restrictions and limitations are essential to the protection of the banks, their
depositors, and the public in general.

Amendments to H. R. 3749, which it is understood the Veterans' Administration
will propose to your committee, have been submitted to the Treasury. These
amendments include a revision of title III which would eliminate the undesirable
provisions to which reference has been made in this report.

The Department has been advised by the Bureau of the Budget that there is no
objection to the submission of this report to your committee.

Very truly yours,
D. W. BFLL,

Acting Secretary of the Trea8ury

Senator JOHNSON. We will recess then until 2: 30.
(Whereupon, at 12: 50 p. m., the subcommittee recessed until "2 : 1

p. m. of the same day.)

A rERNOON SESSION

Senator JOHNSON. Mr. S. M. Armstrong, are you ready to proceed?
Mr. ARMSTRONG. Yes.

STATEMENT OF STUART M. ARMSTRONG, ADVERTISING MANAGER,
NATIONAL RADIO INSTITUTE

Senator JOHNSON. You are representing the National Radio Insti-
tute?

Mr. ARmSTRONG. Yes, sir.
Senator Jh-NsoN. Will you give your name and other data to the

reporter and proceed in your own way, please?
Mr. APr. N'rs0No(1. Mr. Chairman and members of the subconunittee,

the proposed amendments affecting correspondence schools submitted
to you on Monday, October 8, by Mr. Stirling of the Veterans' Admin-
istration. appeal to us as being entirely fair and practical.

Tlerefore, my only purpose in appearing before you today is to sub-
mit data which I hope may show how much veterans want and need
the type of training offered by correspondence schools.

Since the war started. 9,808 students have dropped the National
Radio Institute course because of induction into the armed forces.

To date, 843 of these men have written us that they planned to resume
this correspondencee course under the provisions of the Servicemen's
Readjustment Act.

I have brought 100 of these letters along, and will leave them for
your inspection in case any of you wish to see how these men express
themselves on the subject.

On Monday, Senat:'r Lucas mentioned there was a discrepancy be-
tween the number of veterans declared eligible for training by the
Veterans' Administration-about ll0,000-and the number that had
actually started training-about 22,000.

I can, I believe, explain a smoll part of that discrepancy.
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Three hundred and ten of these eligible veterans have applied for
enrollment with the National Radio Institute. We have been forced
to tell them that a Veterans' Administration ruling prevents them from
enrolling for our correspondence course.

This procedure, I might add, is a rather bitter dose for us to swal-
low, for the National Radio Institute has a 31-year record of fair deal-
ings with students and a reputation in the radio industry of offering
an effective, authoritative course of training.

As further evidence of the fact that veterans are interested in en-
rolling for correspondence courses, between the dates of August 18,
1943, and October 1, 1945, a total of 25,293 men in the armed forces
stationed in the United States have written for information about our
course in radio.

Two thousand seven hundred and sixty-seven of these men have en-
rolled for our course at their own expense.

During this time 34,200 men with Army post-office and fleet post-
office addresses have inquired about the N. R. I. course.

On Monday, I believe it was Senator Butler who asked Mr. Stirling
if many veterans wanted correspondence courses.

Mr. Stirling replied that "According to the correspondence schools,
thousands of veterans wanted correspondence courses."

But Mr. Stirling added, as I recall, that the Veterans' Administra-
tion had received few if any letters on the subject from the veterans
themselves.

I believe, gentlemen, that the facts I have submitted go to prove the
correspondence schools are correct when they say "thousands of vet-
erans want correspondence courses."

In fact, unless reputable correspondence schools can take part in
the veterans' training program, many veterans will not be able to get
any advantage whatsoever from the educational features of Public
Law 346.

Most married veterans-veterans who return to full-time jobs-vet-
erans who live in small towns or on farms-must take correspondence
training or none at all.

Of course, there may be some objections raised to correspondence
training per se.

It may be charged that some schools do not give value received-some
courses are not adequate-that courses are sold by high-pressure
methods.

These same charges can be made against many colleges and univer-
sities if we are to engage in a name-calling contest.

However, in the case of correspondence courses, used under regula-
tions proposed by the Veterans' Administration, both the veteran and
the Government will be reasonably protected.

The veteran will proceed with his correspondence course only if he
sees that lie is gaining the lkowledge he wants. And the Government
will pay only for the portion of the course which the veteran completes.

The correspondence courses must be efficient or the veterans who
enroll will not study and the schools will not be paid. A correspond-
ence school must deliver the goods or go out of business. I know of no
such positive test to which materials, methods, and personnel of public
schools are ever put.
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Correspondence schools which are not anxious to give value re-
ceived-schools which offer inadequate courses, schools which depend
on high pres-ure-would quickly go broke doing business under the
regulations proposed by the Veterans' Administration.

I submit, gentlemen, that if the veterans and the Government are
as well protected from exploitation by other types of schools, as they
are l)rotected from inadequate, cynical, or fourtlushing correspondence
schools, then the situation is well in hand.

I say this because, in addition to the protection offered by the pro-
posed law, all schools doing bu.4ness through advertising and through
the mails are also subject to the broad regulatory powers of the Federal
Trade Commis, ion and the United States L'ost Office Department.

Si ,ator JoHN-soN. Mr. Armstrong, what are your experiences with
other than veteran ,4iidents in your courses How many do you
gradIuate; how many finish their courses.?

Mr. ARAMSTRONG. Before the war we graduated approximately 20
percent ot our total enrolhnent.

That is a figure that correspondence schools can control somewhat
by tampe)erimg with their examination questions.

Most correspondence schools do not want to be classed as diploma
mills. We try to cull out the men who- are not sincere and who are
not scientifically or technically minded, and graduate only the ones
who will make good, able technicians.

Senator JOHNsON. What is the cost of your course?
Mr. A.MSTRONG. $127 is the cost of our course. That gives a total

of 65 study lessons, and ( kits of experimental material with which
to operate.

Senator JOHNSOoN. What about the record of your graduates?
What about their employment?

Mr. Awizs'riST)NG. The record even during bad times was good
During wartimes, our graduate service manager has probably had

25 calls to every 1 he could fill for graduates.
Those are all facts, of which I would be glad to submit proof if

you want it.
Mr. JohiNsoN. Do you have any questions, Senator Millikin?
Senator MILLIKIN. I didn't come in in time to hear the testimony.
I was curious to know what kind of a school it is.Mr. ARMSTRONG. The National Radio Institute, teaching technical

radio by mail.
Senator MILLI[KI. Do you know the percentage of students who do

not graduate from college?
Mr. AImuS TRON. In the booklet. Circular 193 of the Federal Securi-

ty Agency, United States Office of Education, it is stated that of
every 1.1J()() pupils who enrolled in the fifth grade in 1932, 439 remained
to graduate from high school in 1940.

Out of 1,00) students entering college in 1936, 472 graduated in
1940.

We, perhaps, graduate less than half of that percentage.
Senator JOHNSON. Yours is 20 percent and theirs is 50 percent?
Mr. ARMSTRIONG. That is correct.
We could cut that down nore by making our examinations tougher

or raise it by making them simpler, but we have found that that is just
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about the ratio at which we can turn out men who are a credit to our
Sch (Oo1.

Senator MILLIKIN. How much down payment do you get?
Mr. XR.31TRONG. 5 and $5 a ionth.
Senator MILLIJIN. And 65 lessons?
Mr. .XNisrioN(I. Sixty-five lessons in the course. The payments,

however, have no bearing on the rate at which he completes the lessons.
Senator MILLIKIN. Does he buy books?
Mr. ARIMSTRONG. No, sir; he. buys nothing.
Senator MILLIKIN. The books come with the course.
Mr. ARMNSTRON, . That price is all-inclusive.
Senator Jojixsox. Your experience with this educational facility

must have brought to your attention many fly-by-night-no, that does
not describe them-correspondence courses that don't suit or don't
fill the bill. You must know a great deal about such schools, do you
not ?

Mr. ARMSTRONG. I am afraid I do, yes.
I am sorry to say that we have been smeared by the brush which

smears them in a way.
There are schools which don't deliver the goods. Percentagewise I

don't know how they compare.
Of course. I imagine that -ou gentlemen don't like to hear all lawyers

called shysters. We don't like to hear all correspondence schools called
racketeers.

We believe percentagewise we have some mighty, mighty fine schools
in our field. We do have some mighty irresponsible ones also.

Senator JOHNSON. And the sincere student who graduates is really
the cream of the crop, is he not, insofar as students go?

He is after something?
Mr. ARmSTRONG. He is after something and he worls very hard

for it.
I don't know whether I would have the integrity to complete a cor-

respondence school course or not. You have to really want what you
are going after.

Senator Mu.LIKN.I. I wonder if during time time that I was out, Mr.
Armstrong, you might have had any suggestions to make as to how a
Correspondence course and a correspondence school business might be
regulated in any way so the veteran might be protecteI.

Did you have anything to say about that'?
Mr. AiRmsrRO.\,u,. My comment was that the safeguards provided by

the Veterans' Administration seemed to be rather adeqllate.
After all, we are inspected by an approval agency of the State, and

then the Veterans' Adininistration negotiates a contract with us.
Furthermore, the veteran studies as much of the course as he is

interested in, and the Veterans' Adiiinistration pays only for what
the man studies.

Senator MILLIKIN. Thank you very much.
Senator JoHNsoN. Are there any further questions?
(No response.)
We thank you for your testimony, Mr. Armstrong.
Mr. Dilweg is now present and we will hear from him.
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STATEMENT OF LaVERN R. DILWEG, AS COUNSEL FOR THE NA-
TIONAL HOME STUDY COUNCIL, ACCOMPANIED BY DR. 3. S.
NOFFSINGER, ALSO OF THE NATIONAL HOME STUDY COUNCIL

Mr. DwvE. Mr. Chairman, just for the information of the com-
mittee, may I identify myself?

Iv name is LaVern R. Dilweg.
I was a Member (,f the Seventy-eighth Congress from Green Bay

District, and am now a practicing lawyer with an office in Washington.
My statement will be very brief because it pertains to but one small

section in the bill passed by the House and now under consideration
here, namely. H. R. 3749.

The National Home Study Council ,vas organized through the
efforts of the Carnegie Corporation of New York in 1926; that is,
19 years ago.

The primary purpose of the council is that it should be the inspect-
ing and approving agency for the private correspondence school field,
and be comparable in. character within that field, to the North Central
Association, the Southern Association, and so forth, within the colle-
giate and secondary fields of education.

Sound educational and business standards have been established.
Schools have been inspected and approved on the basis of those stand-
ards, and State departments of public instruction in 42 States have
recognized the work of the council by circulating to all of the voca-
tional-guidance directors and high-school principals within their
respective States, for their information and guidance, a list of all
private correspondence schools and courses approved by the council.

As a matter of fact, certain State departments, after thorough in-
vestigation, have unqualifiedly certified to the Veterans' Administra-
tion those private correspondence schools which have been inspected
and approved by the National Home Study Council.

We are interested in those amendments to Public Law 346 which
relate to the including of correspondence schools and correspondence
courses of instruction as found in H. R. 3749, not only in behalf of
the high-grade approved schools within the field but also in behalf
of several thousand men and women whose correspondence courses
of instruction were interrupted when they were inducted into the
armed forces of our country and who now desire to continue such
correspondence courses for the purpose of upgrading and job im-
provement, without maintenance allowance, while being gainfully
employed.

We are entirely in accord with everything contained in this bill
relating to correspondence schools, with the exception of one para-
graph only-namely, paragraph No. 12 of part VIII, chapter IV,
entitled "Education of Veterans." This paragraph is very brief and
reads as follows:

12. The Government shall pay for these correspondence courses quarterly as
the course is completed.

We have three objections to this paragraph. They are:
1. The paragraph is ambiguous: We requested an unofficial inter-

pretation of this paragraph from the Veterans' Administration and
were advised that in their judgment the paragraph meant that the
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Government would pay correspondence schools every : months for
such lessons or units as had been delivered and serviced, and for such
necessary books and supplies as had been delivered to the student
during the preceding 3-month period. We are now advised that it
was the intent of the authors of paragraph 12 that no tuition payment
should be made on these courses, or other payment for necessary
equipment or supplies therefor, until and unless full quarters of each
course had been successfully completed by the student.

While both of those interprtations are reasonable from the stand-
point of the language used, yet the ambiguity of the language requires
that this paragraph should be changed.

Senator LucAs. What do you suggest?
Mr. DMWEG. I suggest that it be deleted from the bill entirely.
If you will permit me, I will get to that right now.
2. The paragraph is discriminatory: If the second interpretation

above is given to paragraph 12, then the paragraph is discriminatory
inasmuch as while correspondence schools are included in paragraph
11 together with all other kinds of schools mentioned therein, both
public and private, and also since paragraph 5 specifically provides
that-

The Administrator shall pay to the educational or training institution, for
each person enrolled in full time, part time, or correspondence course of education
or training, the customary cost of tuition * * * and may pay for books,
supplies, equipment, and other necessary expenses, exclusive of board, lodging,
other living expenses, and travel-

and so forth.
Therefore, to require that correspondence schools be compensated

only upon the completion of full quarters of the course of instruction
when such periods in certain cases may normally cover from 10 to 18
months of time, and not have similar requirements for other schools,
is both discriminatory and unreasonable.

We doubt that any reputable correspondence school would sign
such an unjust contract, and as a result this paragraph would there-
fore in reality deny the use of such courses of instruction to discharged
veterans.

3. The paragraph is unnecessary: Paragraph 5 of part VIII of this
bill already provides that--

The Administrator shall pay to the educational or training institution, for
each person enrolled in full time, part time, or correspondence course of education
or training, the customary cost of tuition-

and so forth.
Furthermore, the Veterans' Administration now contracts with cor-

respondence schools for courses of instruction under Public Law 16,
whereby the various correspondence schools receive an enrollment fee
of from $5 to $15-enough to cover the actual cost of setting up the
enrollment on the books of the school-and then pays the school,
either monthly or quarterly, a fixed sum for every lesson completed
by the student and serviced by the school, plus the cost of books or
equipment actually supplied. This method of payment is fair and
equitable, and appears to be satisfactory, to everybody concerned.

For the above reasons we respectfully request that paragraph 12
be deleted from this bill.

That answers your question, Senator?
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Senioor Lrc. s. Your position is that it is operating satisfactorily
at the present time and does not need any clarification through all
alnendmet .

Mr. I)LwVE. Not through that particular amendment.
Senator Luc.xs. Does it need any clarification?
Mr. Divn. Perhaps I hiavo not nade myself clear, Senator.
In the House bill and the bill that is now being considered by this

committee, correspondence schools were included in the general state-
ment of the institutions covered, which is really amenldatory legisla-
tion to Public Law 84(;, and the need for this amendment grew out of
an (pinion that was rendered by the Veterans' Administration wherein
they came to a decision after that law was passed, that correspondence
schools were not to be included.

We had an opportunity to present our case before the House com-
mittee.

I am going to ask the chairman to permit me to insert that statement
that was made before the committee in the House at an executive ses-
sion. wherein we pointed out that the underlying principle of law 346
as far as education was that it was to be the veteran's choice.

In other words, if the veteran desired to enroll in a correspondence
school, he should have that opportunity. If he desired to enroll in a
university or any other school he should have that opportunity with
the safeguards, of course, that Congress has placed around this bill in
order to keep out fly-by-night schools.

And, of course, we are as much interested in that as Congress was
at the time.

I also believe, Senator, that the State educational board passes upon
the quality and qualifications of the school, and they should be
qualified to do it and should do it on behalf of the veteran.

Senator LUCAS. Duty bound?
Mr. DLwEG. As far as I know they do.
Senator Luc.s. Do correspondence schools have to meet any State

tests before they can operate?
Mr. DILWEG. In some States they do and in some they do not.
As I pointed out, the National Home Study Council, which has been

in existence 19 years, is an organization that itself has placed certain
standards in the correspondence-school field in order to raise the type
of training that is given through the reliable correspondence schools,
and, I believe, you will find today that the number of schools that are
members of this organization and that live up to the standards of the
organization, enrolled approximately 75 percent of all students
enrolled in correspond, lence schools in the country.

Senator LUCAS. I apologize for being late, Mr. Chairman.
Maybe some of my questions are repetitious, but I would like to ex-

plore for the sake of my own information this question I raised a
moment ago with respect to basic law.

As I understand you and the Veterans' Administration, under the
present law there are veterans today who are receiving correspond-
ence courses throughout the country. Am I correct about that?

Mr. DILWEG. That is correct.
Just a moment. I want to be sure I answer your question correct,

Senator.
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Bearing in mind that the Veterans' Administration rendered an
opinion upon law 346 wherein they stated in substance that unless
the correspondent school was a residence school, the student could
not participate or enroll in the school, that has not permitte,1 the
veteran to enroll in correspondence school courses unless it was a
residence school.

Senator Lucts. What do you mean by "residence school"?
Mr. DILWEG. That the school has actually had its residence in the

State and conducted classes with professors there, rather than strictly
a correspondence school course.

That was the Veterans' Administration interpretation of the law.
In my own opinion, if I may express it, it is an erroneous conclu-

sion, but the only way in which a correction can be made to permit
correspondence schools to participate is through amendatory legisla-
tion..

That amendment to the original law 346 is contained in the bill
before you now, H. R. 3749, which passed the House.

In other words, the House has had full details, a complete state-
ment upon which they could come to a conclusion that this was neces-
sary, and I ask permission to insert that in the record.

Senator LUCAs. The bill now before us satisfies your position?
Mr. DILWE. That is correct, with the exception of the paragraph

No. 12 of part VIII, chapter IV, which provides that payments are
to be made quarterly.

There were two interpretations. The Veterans' Administration it-
self informed us that that meant that the Government would pay quar-
terly for lessons completed to that time.

And the interpretation by the authors of the amendment was that
you would not be paid until the student has actually completed one
quarter, one-half, three-quarters, or the full course.

Senator LucAs. Which one do you prefer?
Mr. DILWEG. We ask that it be deleted as we say it is not necessary.
There is a provision in the bill that provides a correspondence school

will receive the tuition like any other school.
Senator Luchs. Were you present yesterday when the gentleman

representing the American Council of Education was here?
Mr. DILWEG. I was not, but I think I have some of the information

before me.
Senator LucAs. The chairman will correct me if I am wrong, but

he made the statement that there were 1,000 schools that they recom-
mended for a correspondence course. He made a distinction between
a course in a school.

Mr. DiLWEG. That, is erroneous. There are not over 200 corre-
spondence schools in the country today, and, as I told you before, in
the neighborhood of forty-some schools represent the old-line schools
who have given correspondence courses for many years who enroll
over 75 percent of the students enrolled in the 200 correspondence
courses in the country.

Senator LU:c.s. As I recall, he stated that there are about 1,000
schools, correspondence schools, that they would recommend that the
veteran attend, and then he would eliminate all-the rest of them.

What do you have to say about that?
Mr. DILWEG. When you say they would recommend, what do you

mean ?
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Senator Luc.s. The gentleman who testified yesterday represent-
ing a group of higher educat tonal institutions throughout the country,
reconniended to the committee that certain schools be designated by
Con're,s. I take it. or instruction through the Veterans' Administra-
tion, where veterans might obtain this education, stating that there
were only about 1.000 correspondence schools that they would recom--
mend, and another 1,000 that had been examined by this same group
that they could not recommend.

Am I correct in that statement?
Mr. DwLwv,;..I don't believe you are- Senator.
Let me find out-
Senator Luc.ks. Let me find out from the committee if I am correct.
Senator JOHNSON. I don't recall that it was 1,000 both ways, but it

was some such number.
But he made the distinction between schools and courses.
Mr. DLLWEG. I think the distinction he tried to make-and if I am

incorrect, I want to be corrected-is that under the present law you
could take a correspondence-school course if it was connected with a
resident school.

By that he means a correspondence course given by, let us say, the
'University of Wisconsin, my State, or the university of your State.

But he suggested that this committee give due consideration to
taking out of the bill entirely any other correspondence school course
on the ground that there were over 1,000 of those schools in the
country, and it was impossible for the Veterans' Administration to
find out which was a good school and which was not a good school.

Senator Joiisox,. That is the way I understood it.
Mr. DnwEG. Of course, I must repeat again that the statement is

erroneous.
In the first place, there are not 1,000 correspondence schools in the

country, but there are closer to 200.
Senator LUCAS. Why should there be such a discrepancy. between

men who are presumed to understand the educational systems of the
country?

Mr. DmLw.G. I can't understand that, unless the witness is biased.
You gentlemen have had enough experience to size up the witnesses.
Senator LuCAS. Where can we get that information?
Mr. DrLorG. I will be very glad to submit to this committee the

names of every correspondence school in the country., add them up, and
then place them against the gentleman's statement as made here
yesterday.

Senator LUCAS. There ought to be some statistics some place, with
all the bureaus we have here in Washington. D. C., where we can find
out the number of correspondence schools around the country.

Mr. DmWmE. I haven't access to the bureaus now.
Senator LUCAs. What bureau do you recommend to the committee

that we interrogate in order to ascertain the number?
Mr. DILWEG. I am sorry I can't give you that information, but I

can assure you that I will place in the record, with the permission of
the chairujan, the names of each and every correspondence school in
the country.

Senator LUCAS. I will tell you why I want it.
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There is a great discrepancy here between two principal witnesses,
one representing institutions established with the 9-month courses
throughout the country, and the other witness representing the schools
having correspondence courses.

In view of the statement made yesterday by this witness, and in
view of your statement, it certainly becomes the province of this com-
mittee to determine and find out, as I see it, the true worth of the great
number of these correspondence courses or schools, so that the veteran
is not going to be fooled by a fly-by-night organization when he
returns.

Mr. DILWEG. I agree with you, and may I again go back to my
statement asking that section 12 be deleted in the present bill that you
are considering?

I say that provision itself permits the fly-by-night correspondence
school to misrepresent to the Veterans' Adminnistration, whether or
not the man has completed a quarter of his course, to get the fee.

A reputable correspondence school would not and could not do that
because they intend to continue in business regardless of the enroll-
ment as a result of the GI bill.

And I am glad you brought up the point which shows that section
12 is unnecessary.

After all, once a school is certified by the State department of
education, the Veterans' Administration then calls the school and
sits down and enters into a contract with that school.

To go over in minute detail what the enrollment fee is, the cost
of the books, and very definitely agree with the school that no pay-
ment shall be made for any course until it is completed.

So, whatever the effect of section 12, and I don't know what end
the author was trying to reach-I believe you have that today by the
normal operation of the Veterans' Administration and the corre-
spondence schools.

You pay for no more than the boy actually completes. If he com-
pletes but one lesson, the correspondence school receives payment for
one lesson from the Government, and that is all.

Senator JOHNSON. That is the contract between the Veterans' Ad-
ministration and the school?

Mr. DiLWEG. That is right, Mr. Chairman, and I know that they
have contracts of that kind right now under law 16.

Senator LUCAS. I hope I am not taking too much time, but this
seems to be a very important phase of this bill.

On page 188 at yesterday's hearing, Mr. Brown testified as follows:
The recommendation to strike out all reference to correspondence schools does

not mean that veterans are barred from taking correspondence courses. Public
Law 346 has been interpreted to include correspondence courses offered by insti-
tutions which also provide residence instruction. These institutioiis, almost
100 in number, are approved colleges and universities, State departments of edu-
cation, and a few city school systems. More than 1,000 different kinds of
courses at all levels are available to the veteran.

That is where I got the 1,000 idea. That means there are 1,000
different courses of all types and kinds available to the veteran in
these schools.

These institutions are approved by regional and national accrediting associa-
tions. Not one cent of payment for such courses goes for commissions, adver-
tising or profit, as would be true if commercial correspondence schools are
included in the provisions of this bill.
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The difficulty of approval and supervision of the more than 1,000 corre-
spondence s.holAs operating for profit is virtually impossible. Again referring
to the study, only 7 of the 40 State representatives believe that correspondence
schools shmuld he included and all but these same seven, state that it would be
impossible to evaluate adequately such schools prior to approval or to maintain
continuing supervision.

There is the point I wanted to make.
Mr. DILWEG. Senator, he mentions 1,000 courses. At this time I

would chance the guess that there are 1,000 courses offered to the
veteran but when he follows that up with the fact that there are 1,000
schools-, that is erroneous in his statement.

Senator LucAs. I will ask you this question: He referred to the 100
public institutions, approved colleges and universities, State depart-
ments of education, and a few city school systems; is there anything
comparable to that in your group?

Do the leaders in these cori espondence schools have any group which
they say are the right type and kind, whatever number you may have?

Mr. DILWEG. Oh. yes; and that is the group I am here representing
today, the National Home Study Council.

Senator LUCAS. Have you placed those names in the record?
Mr. DILWEG. The names of the schools?
Senator LUCAS. Yes.
Mr. DLWEG. I have not, but I will.
Senator Lucxs. How many are there?
Mr. DILWEG. There are 42 schools, with, I believe, three pending

applications with the National Home Study Council today that have
the stamp of approval of the Home Study Council, as far as their
living up to the standards that have been worked out by the Home
Study Council.

Senator LuCAS. Do know how many more schools there are in the
country

Mr.ILWEG. I would say in the neighborhood of 200. That does
not mean that the school does not give value received. That means
that of the group of 200, there are 42 to 45 schools that live up to very
rigid standards, and it is those 42 to 45 schools that represent 75 per-
cent of the present enrollment of all correspondence school students
in the country today.

Senator MILLIKIN. Could you tell us what those standards are?
Mr. DIL\wrF. It would be very difficult but, again, if the committee is

going to be interested, we could insert in the record the standards the
school must live up to.

Senator MILLIKIN. I think we are very much interested in the gen-
eral subject, and this question of standards goes to the protection of
the veteran.

Mr. DILWEG. All right.
Senator MILLIKIN. Where do you get the funds for your operation I
Mr. DmwEG. It comes from the various schools who are members

of the National Home Study Council.
Senator MILLIKIN. You do not accept funds from any source except

the school that is a member?
Mr. Dm'%%rEG. That is correct.
In order that I do not misspeak or misinform the committee, I am

going to ask Dr. Noffsinger to answer that question.
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Dr. NOFFSINOER. It comes exclusively from the schools which lave
been approved. They pay into the operating expenses of the council
fourteen one-hundredths of 1 percent of the tuitions received (luring
the preceding year, which gives us a budget of approximately $20,000
to $25,000 a year with which to inspect and approve these schools.

Senator MLIKIN. Could there be any criticism of your system;
that is, that you are protecting a limited number of correspondence
schools?

I am not implying such criticism.
Dr. NOFFSINGER. NO sir; there has not been.
This organization was set up by the Carnegie Corporation of New

York, of which I was formerly a staff member, and the organization is
set up as nearly as possible on the same type of set-up as is the North
Central Association and the Southern Association.

Senator MILLIKIN. Have you any affiliation at the present time with
the Carnegie Corporation?

Dr. NOFFSINGER. We do not, sir.
For the first 2 years of its existence, the Carnegie Corporation

financed this council, and after that the schools were able to finance
themselves.

Senator MILLIKIN. What is your system of control?
How is your organization set up? Is it a stock company or an

, ssociation or what form?
Dr. NOFFSINGER. It is an association, rather comparable to a trade

-tssociation.
Senator MILLIKIN. Who has the vote?
Dr. NOFFSINGER. Each school has one vote, irrespective of its size.
Senator MILLIKIN. I see.
Thank you very much.
Dr. NOFFSINGER. If I could answer another question raised here, I

would be glad to do it.
Mr. DILWEG. Senator Millikin also asked a question about stand-

ards.
Could you answer that?
Dr. NOFFSINOER. We have set up a code of standards, educationally,

and ethically, and from the standpoint of selling.
Senator MILLIKIN. Give us some of your ethical standards.
Dr. NOFFSLNOER. The ethical standards have been set up by the

Federal Trade Commission for us.
We invited the Federal Trade Commission to call a conference to

set standards because we are operating in interstate commerce, and
there were 26 planks set up in that code, and whenever we find a school
that violates the provisions of that code, we collect the evidence and
present it to the Federal Trade Commission and they will issue a cease
and desist order, and if that is not sufficient, it goes to the Post Office
Department for a fraud order, and if that is not sufficient, it goes to the
Federal Bureau of Investigation for prosecution.

Senator MILLIKIN. Let us suppse some correspondence school would
bring up, spend a lot of money for enticing advertisements and solici-
tation, with the object of getting a quick shake-down of the victim,
getting a lot of money to start with, and selling him a lot of books,
.and hoping and praying that he does not complete his course.

What standard would that run afol?
77877-45-13

187



AMEND SERVICEMEN'S READJUSTMENT ACT OF 1944

Dr. NOFFSIN,',Er. I can't answer in generalities, very well, and that
is a general question.

What we would do is to collect evidence of what they have done,
and the case would be digested and completed and turned over to the
Department of Justice for action.

Senator MILUKIN. They would not meet your educational stand-
a rd s?

Dr. NOFFSINGER. Our educational committee goes over all material
to see that they represent ethical practice in the field and are peda-
gogically organized and reasonably priced.

Senator MIuIKIN. I believe that kind of a case would run afoul of
your pedagogical standards.

Dr. TOFFSINGER. It is quite probable it would.
Senator MILLIKIN. It is also probable it would run against your

ethical standards because obviously I posed to you a case of swindle.
What other standard would it run afoul?
Dr. NOFFSINGER. Misrepresentation, primarily, in the advertising,

making exorbitant claims.
Senator MILLIKIN. The reason I am bringing this out is that we

might want to bring out something of that kind in our legislation to
protect the veterans.

So I do hope that Tou put in the full scope of your standards.
Dr. NOFFSINcER. Since 1926 when the National Council was organ-

ized, we have had more than 1,200 citations and cease and desist
orders through our efforts, from the Federal Trade Comnmission, in
an effort to clarify this field.

We have published in a volume of about 150 pages.
We could submit that to show the dross that we have taken out

of the field.
Senator JOHNsoN. Twelve hundred schools?
Dr. NOFFSIN(VER. Twelve hundred citations. There may be four

or five citations with reference to a single institution.
Senator MILLIXIN. You have forty-odd clients at the present time.
How many did you have 5 years ago?
Dr. No(FFSINGER. It was approximately the same amount. We have

three applications pending at the present time, but it has been between
35 and 45 for the past decade.

Senator MILLIKIN. What does that indicate to you as to the rest
of the schools that are outside of your system?

Dr. NoUFFSINGER. It indicates they do not meet our standards, or
the) may not wish to invite inspection because we cannot inspect
except upon invitation.

I would say we have inspected about two-thirds of all the schools.
Senator MILLIKIN. At their invitation?
Dr. NOFFSINGER. Yes, sir.
Senator MILLIKIN. And out of 180 or 200 of the schools, 45 have met

your standards?
Dr. NOFFSINGER. Forty have, but those 40 enroll about 75 percent

of all of the business in the country.
May I make an additional observation whiclA answers a question

you raised a few moments ago as to why we have the type of te'ti-
mony we had yesterday?
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I merely wish to give this fact: In normal times, in peacetimes, the
private correspondence schools of America enroll 9 out of every 10
correspondence students that are enrolled. And naturally there are
those agencies who would rather see the private school legislated out
of the picture because of the competition that is there.

Senator MILLIKIN. In regard to the number of correspondence
schools, the Secretary of the committee just called the Federal Bureau
of Education and they said they dird not have any information on
that, that the best information would be gotten from the witness who
is now testifying, Mr. Dilweg.

Senator JOHNSON. That is a pretty good backing. In addition to
that, he is a former Congressman.

Mr. DILWEG. Gentlemen, I do want to leave this idea with you for
what it is worth.

I, like every other lawyer, at some time have run across a cor-
respon(lence school case in my own office, and for many years
when somebody said "correspondence school," I went through the roof
of my office and felt that somebody was taking advantage of some-
body else.

That idea is still prevalent throughout the country and that is why
I went into some detail as to what this organization has been doing
to keep its own house in order over the past 19 years.

Frankly, I was amazed when I first came in contact with the group.
I do feel that the basic underlying principle of Public Law 346

should be the selection of a school of the veteran's choice. Congress
should try to safeguard the individual from being taken in by fly-by-
night q,hools.

I tried to point out that in the first place a school must get the
certification of the State authorities on education.

Secondly, that school must sit down with the Veterans' Administra-
tion and actually enter into a contract, and the school is paid for not
more than the student himself accomplishes.

The school is paid so much for each lesson given to the student
or that the student completes, and that is all.

Again, I say that is one reason why I came in here today and say
that as far as the present law passed by the House is concerned, there is
no need to include provision No. 12 about paying quarterly for the
work as it is completed quarterly.

Obviously, no business concern could even set up on its books and
expend the money necessary to put the student on its books to start
him off, if the student sometime between the first day he starts and
some day short of the first quarter that is being completed, decides he
does not want the course and the school receives no compensation.

It is purely a business proposition.
The enrollment fees never exceed $15 to my knowledge, and many

times are $5.
Senator MILLIKIN. Per course?
Mr. DILWEO. That is right.
I am trying to impress the committee that they should take the blight

off the name "correspondence school" and give it due consideration.
That is all we ask.

Senator JOHNSON. Does that complete your statement?
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Mr. DILWEG. With this exception. I would like to ask permission to
insert at this point in the record the statement I made before the House
committee on the same matter, which sets out many basic reasons why
correspondence schools should not be included.

Senator JOiiNSON. Without objection, it may be inserted.
(The statement referred to is as follows:)

SuPmuwwrAL STATEMENT TO THE COMMrmw ON WORLD WAR VrEEANS'
L0oisLATio~r

The National Home Study Council, through its representative, LaVern R.
Dilweg, submits the following information, requested by members of this com-
mittee at the hearings this morning, July 5, 1945:

Comparable cost of "short courses" as offered by tax-suppOrted versus non-
taz-supported correspondence schools.-It is difficult to say just what is a "short
course," the term is a relative one. We are, however, listing herewith the
shortest recognized courses offered by each type of institution, viz, (1) the
"time unit" course offered by non-tax-supported correspondence schools, and (2)
the "unit subject" course offered by tax-supported correspondence schools (State
universities).

1. The International Correspondence Schools and the American School, two
of the more outstanding non-tax-supported correspondence schools, have for
years offered their courses to men in the armed forces of the United States on
the basis of a 3-month period-the student may complete as much of any given
course as he may care to complete within that period of time at a cost of $1%
or $4 per month. When the time has elapsed he may reenroll for another period
of 3 months, if lie so desires, at the same rate. The above fees include all
instructional costs, books, etc.

2. The various State utilversitles, through their correspondence departments,
offer courses in units of from 12 to 15 lessons each, which usually constitute 3
semestr hours of credit. The tuition cost for these courmss runge fromn $4 to
$8 per semester hour--r from $12 to $24, plus books, which usually cost $6
additional, thus making the total cost for the student from $18 toi $30.

Conclusion.-Since the above courses would each require approximately the
same length of time to complete, it would be conservative to state that "short
term" correspondence courses pursued from a tax-supported school would cost
roughly 50 percent more than If pursued from a non-tax-supported school.

Use of correspondence schools by dimibled vcterafis.-The question was asked
"How many disabled veterans are using correspondence courses of instructionT'
The answer is, the number is practically negligible. This is because corre-
spondence course's are used only as "supplementary" instruction while the
disabled veteran is pursuing his training by the "apprenticeship method."

Few or no GI trainees will pursue the apprenticeship method of training.
Many of them have Jobs, or will get them, and then desire to upgrade themselves
through the use of correspondence courses, just as approximately 300,0t0) of them
were doing when they were inducted into the armed forces of the United States.

The number of correspondence-school complctions.-The number of students
who complete their correspondence courses of study depends upon the length of the
course of study being pursued. The range is from 10 to 90 percent-a fair aver-
age is about 40 to 45 percent.

United States Office-of Education statistics shows that only 37 percent of those
starting 4-year college courses ever complete--and only 22 percent of those pur-
suing resident evening courses of instruction in public schools ever complete same.

Bear in mind also that in the case of correspondence courses the Government
only pays a nominal enrollment fee of from $5 to $7.50 for every enrollee and then
pays only for each lesson actually completed by the student. If a student should
not study, then the school receives no tuition fee. (See Veterans' Administra-
tion Correspondence School Contract, No. 1903-A.)

Type of con trct offered by Veterans' Administrallotn to correspondence schools
makes it impossible for such school to pay lare eommissiotm to sale~meu-Under
the type of contract offered by the Veterans' Administration, the school is paid
a small registration fee--$ to $5, plus the price for bound volumes sent to the
student. Then the school is paid on the lesson-completed basis. Thus. on a
course which may have a total price of, for example. 150, the school receives
probably lews than $10 on enrollment of students. The balance is then paid on
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a lesson-completed basis. This makes it impossible for the school to pay large
commissions to salesmen; also, the Government pays only for the part of the
course completed, so the percentage of graduates is not important so far as cost
is concerned. (See Veterans' Administration Contract Form 1903-A.)

Directory of approved schools and courses (requested by Chairman Rankin) is
enclosed. (See pt. IV, pp. 23 through 29, Inclusive, of Home Study Blue Book.)

Mr. Drmww. I also ask permission to insert the standards that Sena-
tor Millikin inquired about.

Senator JOHNSON. We will be lad to have that also.
(The standards of the National Home Study Council appear in a

letter of Dr. Noffsinger on p. 199:)

S TATEMENT OF LAVERN I. DILWEG, AS COUNSEL FOR TUF NATIONAL HomI STUDY
COUNcIL, PRIvATr COR NDENCE SCOHOIO8 AND OTHER PROPRIrrARY ScHootS
BE1UE THE 0oMMrlrE ON WORID WAR VETERANS' LwLsrATION oN H. R. 3119

The National Home Study Council was organized through the efforts of the
Carnegie Corp. of New York in 1926 that is. 19 years ago. The primary purpose
of the council is that it should be an inspecting and approving agency for the
private correspondence school field, and be comparable In character within that
field, to the North Central Association, the Southern Association, etc., within
the collegiate and secondary fields of education. Sound educational and business
standards have been established. Schools have been inspected and approved on
the basis of those standards, and State departments of public instruction In 42
States have recognized the work of the council by circulating to all of the voca-
tional guidance directors and high-school principals within their respective States
for their information and guidance, a test of all private correspondence schools
and courses approved by the council. As a matter of fact, certain State depart-
ments, after thorough investigation, have unqualifiedly certified to the Veterans'
Administration those private correspondence schools which have been Inspected
and tipproved by the National Home Study Council.

We believe that when Congress enacted Public Law 346, it Intended that every
type (f properly approved educational Institution be made available to the
veteran: further, that the Administrator of the Veterans' Administration, by his
narrow interpretation of the act, restricted his own powers to recognize a cor-
reprnfl,.n e school.

On February 3, 1W4, each member of this committee received a statenient from
me. n,' citunsI for the National Iliome Study Council, Washington, D. C., suggesting
(1'rtain amendatory legislation to title 11 of the GI bill. (Copy of letter inserted
In record.)

On March 14, 1945, lion. John Gibson introduced H. R. 2010 (copy of bill
Inserted in record), a bill to authorize correspondence schools to participate In
the program for the education of veterans-said bill was referred to your com-
nittee. Subsequently, a companion bill, S. 820, was Introducd in the Senate by
lim. Edwin C. Johnson. chairman of the Sulcommittee on World War V,,terans'
Legislation. If If. R. 2610, or its companion bill, S. 826, were enact(4! into law,
correspondence schools would receive the same treatment as tiny other educational
institution. The veteran would be allowed to enroll with the educational insti-
tution of his choice, whether public, private, or correspondence school, provided
such school was approved by the proper State authority in which the institution
is lwcated.

On May .3, 1945, the Veterans' Administration prepared its own bill, H. I. 3119,
and companion bill, S. 974, which amends Public Law 348, subsection (c) (p. 7,
lines 19 to 25, and p. ft. lines I to 9). and we believe Intended to clarify the educa-
tional w-ction of Public Law 346 and make it possible for veteran to enroll for a
course with a correspondence school.

During the ,ourse of the hearings on this bill, H. I. 3119, Edward IE. Odom,
Solicitor for the Veterans' Administration, made the statement to the effect that
correspondence schools were satisfied with subsection (c) (p. 7, lines 19 to 25,
and e. K lines 1 to 9) If the word "for" were Inserted between the words "over-
head and "advertising," on line 1, page 8, of II. R. 3119. The amended part of
this subsetion would then read: "exclusive of any overhead for advertising or
wlling expenses."
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Most of the long-established and reputable correspondence schools were can-
vassed to ascertain their position as to alleged satisfaction with subsection (c)
in . IL 3119 in its present form, or amended by inserting the word "for." No
school agrees with the statement of Mr. Odom. All urge that the words "exclu-
sive of any overhead, advertising, or selling expenses" be stricken out. All cor-
respondence schools, so canvassed, urged that the words "for material and
Instructions" in line 24, page 7 of subsection (c) in H. IL 3119, be stricken out,
and the word "tuition" be substituted therefor.

With these words out, the matter of price to be paid by the Government for
correspondence school course instruction for a veteran would be left to agreement
between the Veterans' Administration and the school. This seems to be a reason-
able and practical method for Public Law 346 makes it mandatory that the
Administrator shall pay to the educational institution the customary tuition fee.
In the event the institution has no established fee then the Administrator may
pay a fee which is fair and reasonable compensation (subsection 5, par. 8 of
ch. 4, title II).

Wh siuage out the private correspondence school for special treatment?-
Inclusion of these words most certainly discriminates against the private cor-
respondence school.

If it is believed that the Government, in the education of veterans, should not
pay for advertising and selling expenses for purely profit motives, then apply
this belief to all private schools and put them all out of business.

No privately owned school could accept such enrollments in quantity and
remain solvent.

We believe that Congress wants the veteran to take advantage of every possible
aid in the educational field. The veteran must have access to information
through advertising, consulting offices, and field representatives, who can give the
individual applicant an aptitude test. How can a private correspondence school,
or any other school, bring this information to the veteran without expending
money In advertising in some form?

Even though the correspondence school finds a way to stand the financial loss,
interpretations of Just what is "overhead expense for advertising and selling"
would be almost impossible. Even a catalog, postage stamp, beat or light bill,
might be included under one of these heads. Such terms are highly controversial
and an understanding of what they Include would be very diffil-it.

If you amend this law, let's make it workable.
It certainly is an idle gesture to make private correspondence schools eligible

and then at the same time make the act unworkable by restrictive wording.
It Is recognized In the conduct of every enterprise that there are such lcgltimnate

cost factors as overhead, advertising, and sales. The primary problem here,
however, is not whether I or 5 percent of the tuition dollar Is spent for catalogs
or other forms of-advertising to inform the distant prospect of the various courms-
and services available, or whether 3 or 6 percent of the tuition dollar way be
spent in counseling, giving guidance or directing a student while he is lit the
process of being enrolled. These figures will vary in different schools, but all
schools-both public and proprietary alike, have such expenses. The important
thing In this educational program is to see that the veteran receives full value
for. the money spent-especially since the expenditures may later be chargeable
to his bonus.

We have made a number of studies so as to determine the relative cost of
comparable courses as offered by representative private correspondence schools
and representative State universities. Permit us to give one illustration, 'which
could be duplicated with scores of similar examples. And if you please, we shall
give you the names of specific Institutions whose rates we are quoting. x-
ample: LaSalle Extension University, a recognized high-grade private corres-
pondence school, offers many courses of instruction. Its course in higher ac-
countancy is favorably known throughout the entire country. The tuition fee
charged for this complete course is $165 when paid for in monthly instnllments.
This course has been evaluated by various universities as being the equivalent
of 83 semester-hours in credit. The above fee of $165 Includes tuition, book,
consultation, and placement service. Usually the fee charged by the correspond-
ence departments of State universities do not include the ntectry test ma-
terlals--sueh books cost on an average of $2 per semester-hour of credit---or
in this case the average cost of textbooks would be $66 in addition to the tuition
fee charged (plus in some institutions an additional registration fee). If 33
semester-hours of work in accountancy were taken at the University of Indiana
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It would cost the student (including his books), $231; at the Ohio University,
$80.50; at the University of Colorado, $180; at the University of Nebraska,
$259.50; at the University of Chicago, $300; at the University of Texas, $231; at
the University of Wisconsin, If a resident of the State, $181.89, If R nonresident,
4247.39; at the University of Florida, If a resident of the State, $180.50, if a non-
resident, $213.15; at the University of California, if a resident of the State,
$167.85, if a nonresident, $285. In other words, the average total cost for taking
33 semester-hours of work in accountancy by the correspondence method in the
above nine universities exceeds that of the private correspondence schools by
4=54, or slightly more than 50 percent than it would be if it were taken from
LaSalle Extension University or any other good propre-lary correspondence
school

Now the only question which remains to be raised is regarding the relative merit
or quality of the courses of instruction offered by proprietary and tax-supported
institutions. We are sorry to be compelled to make Invideous comparisons, but
since we are forced to do so, we submit that any one who has taken the time
to compare honestly the courses of study and the Instructional services rendered
by the better private correspondence schools with the public or tax-supported
Institutions of learning agree that the former are superior because of the textual
materials which have been specially prepared for instruction by the correspond-
ence method versus the use of ordinary commercial textual materials which
presuppose the presence of an instructor to Interpret, as are used by most tax-
supported Institutions In their correspondence departments.

In addition to the above, we need only to point out that such Government agenl-
cies as the Marine Corps, the Coast Guard, the Air Corps, etc., have made
thorough studies of the offerings of both the private correspondence school field
and the State universities and in the majority of cases have selected the offerings
of the former rather than that of the latter for use in the Marine Corps Institute,
Coast Guard Institute, Air Corps Insitute, etc. The reason for making such
decisions were obviously, merit.

Since reference was made to the profit motive in this statement, I wish to
Inform this committee that I submitted a table to 15 leadhig correspondence
schools, which on completion by the school would show the percentage of their.
net income to the grom sales for correspondence courses of study during the
past 5 fiscal years. Thirteen of these tables were completed and returned to
my office, and the average net income as revealed from the tables themselves
Is left than 3 percent, in other words, 3 cents return on every dollar of sales.

While this bill is aimed specifically at private correspondence schools and
private technical schools offering short Intensive courses, by Implication it
strikes at sill private schools.

The private technical. vocational, and correspondence schools have done u
magnificent job in the present war effort. A number of aviation schools, for
example, turned their entire expanded facilities.over to the Army Air Forces,
one school alone training more than 35,0W0 pilots and technicians. One private
radio school trained 23,0(M radio technicians and operators for the Signal Corps,
another trained 5.(0 radio technicians for the Army and ('oast Guard. An-
other expanded its facilities to train thousands of aircraft instrument tech-
uiclans. Terhnlcal military personnel trait! by the private schools will run
Into the hundreds of thousands. One private correspondence school furnished
more than 300,000 of Its lesron texts and instruction keys to the Navy for an
emergency training pr(nram for radio technicians it the South Pac ific at the
direct request, by course, of the Commander In Chief. Another private cor-
rempondetice cool at the diet request of the Navy sent its technical writing
personnel Into aircraft plants to pre-pare special training material for the
personnel who would be required to handle maintenance on the aircraft in
ervlce. These schools have received letters and certificates of commendation

from the heads of the armed services. They are prepared to extend this out-
standing service to returning veterans unless the Congrem or the Veterans'
Administration, by discriminatory legislation or interprtation of legislation,
makes it impossible for them to do so.

Senator CON-ALY. What is the normal length of a course in a cor-
respondence school I

Mr. Drz.wi. I want Dr. Noffinger to answer that.
Dr. NoriSINGER. Some have 10 lessons and others have 150, so the

average is between 10 and 150.
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Senator C0,NNALLY. One a week?
Dr. N OFFSINGE.R. There are 10 to 150 in the course.
Senator CONNALLY. How often do you have the lessons? One a

week or one every 2 weeks, or what.?
Dr. NmFPS ING, -GER. As rapidly as the student completes them. As he

completes one he gets another one on which he works. Usually he
is given three lessons at a time, and as soon as he completes one he
sends it to the school and they send one back, so he always has one or
two on which to continue his studies.

Senator C,NNALLY. With 150 lessons, he will be in the old soldiers'
home by the time he got through with them.

Dr. NoFSTNGER. It would take the normal individual in his spare
time from 4 to 6 years.

Senator CONNALLY. I think he ought to be able to complete his
studies and in time do something about it before he dies.

What course is that?
Dr. NOFFSINGER. A course in civil engineering, and very few students

take that.
The usual course runs from 50 to 60 lessons.
Senator CONNALLY. How much a lesson do you charge?
Dr. NOFFSIN;ER. It varies from $1 to $0 per lesson, usually.
Senator LFCAS. Doctor. you made some statement with respect to

f, out of 10 who were now taking certain correspondence courses. At
least that is what I understood. Can you elaborate on that?

Dr. NOFFSINGER. What I meant to say is this: There were in 1939
and 1940 approximately 1,0)0,000 students taking correspondence
courses in the United States, 900,000 of those being enrolled in private
correspondence schools, and approximately 100,000 in our State uni-
versities.

Senator Luc~xs. The 100,000 then were enrolled in 100 universities
testified to yesterday by the witness?

Dr. NOFESINGER. That is right, sir.
Senator Luc.%s. 'When he testified they had 1,000 different courses

for this type of work?
Dr. -NOFFSINGER. That is right, sir, but those courses are primarily

in the liberal arts and science courses, whereas in the private school
they are technical, trade and vocational courses.

There is very little overlapping about that.
Senator LuCAS. I think I understand that, and Mr. Dilweg's posi-

tion. too.
Now, you stated, I think, that, 75 percent of all those who are now

taking courses through correspondence schools, are identified with
thi.- group on behalf of which you are testifying here today.

Mr. DILWEM. That is correct, exactly.
Senator LuCAs. Do you have any figures as to the total number of

people that attend and graduate from correspondence schools as com-
pared to the 100 institutions testified to by the witness yesterday?

Dr. No.-rSINGER. I don't quite get your question.
Senator Lt'('As. I want the number of students who enroll and

graduate through correspondence schools as compared
Dr. NOFF-SINGER. You are comparing things that are not com-

parable.

194
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In the university a law course will be divided into about 32 dif-
ferent subjects or courses. Each subject has 15 lessons. When you
complete the 15 lessons that is a completion.

If you take it in a private school, the entire law course is a course
of 150 lessons.

Senator LUCAS. Nine out of ten is the proper figure?
Dr. NOFFSINGER. That is right, sir.
Senator JOHNSON. Are there any other questions?
(No response.)
Senator JOHNSON. Thank you, Mr. Dilweg.
,(The material requested is as follows:)

NATIONAL HOME STUDY COUNCIL,
Washington, D. C., October 11, 1945.

TO THE CLERK, SUBcOMMITTE ON FINANCE CONSIDERING H. R. 3749.
DEAR SIa: As per our conference of yesterday, October 10, I am attaching the

following materials for insertion into the Record of the committee hearings on
the above bill, immediately following the testimony of Mr. Lavern Dilweg, who
appeared before your committee on yesterday, October 10, 1945.

1. A complete list of the 176 private correspondence schools which are now
operating within the territorial limits of the United States.

2. A copy of the Summary of the Standards and Requirements for Approval by
and Membership in the National Home Study Council.

3. A copy of the Trade Practice Rules for Private Home Study Schools approved
by the Federal Trade Commission November 2, 1936 (originally approved and
,promulgated in 1926).

These above exhibits have been requested by members of the Senate committee
and should be included in the report of hearings in full.

Cordially yours,
J. D. NoFFSINoGM, Director.

According to the files of the National Home Study Council, there were on
September 1, 1945, a total of 176 private correspondence schools in active opera-
tion within the territorial limits of the United States. Prior to World War No. 2
the number was in excess of 200, but many ceased operation when a majority
of their potential student body were inducted into the armed forces. The follow-
ing is a list of those schools now in active operation. (Those 42 schools having an
asterisk (*) before their names are those which have been inspected and approved
by the National Home Study ('ouncil, Washington 6, D. C.)

CALIFORNIA

Aero Industries Technical Institute, 5245 West San Fernando Road, Los Angeles.
American School of Aircraft Instruments, 5245 West San Fernando Road, Los

Angeles.
*Anderson Diesel School of Los Alngeles, 730 West Tenth Place, Los Angeles.
Bible Institute of Los Angeles, 558 South Hope Street, Los Angeles.
('urtiss Wright Technical Institute, Glendale.
Hemphill Diesel Engine School. 3455 Eagle Rock Boulevard, Los Angeles.
Highland Technical Institute, 1141 North Highland Avenue, Los Angeles.
Hollywood Radio and Television Institute, 810 West Sixth Street, Los Angeles.
Institute of Mental Physics, Second Street at Hobart Boulevard, Los Angeles.
Lafayette Institute, 553 South Alexandria Avenue, Los Angeles.
Los Angeles College of Hydrotherapy, 4371 Beverly Boulevard, Los Angeles.
MacMaster Paine College, 1311 Sutter Street, San Francisco.
National Schools, 4000 Figueroa Street. Los Angeles.

*Palmer Institute of Authorship, 6362 Hollywood Boulevard, Hollywood.
*Plastics Industries Technical Institute, 1601 South Western Aveiit*, Los

Angeles.
Radio Arts Academy, 3819 Wilshire Boulevard, Hollywood.
Scofleld Business College, 593 Market Street, San Francisco.
Twentieth Century Health Institute, 742 South Hill Street, Los Angeles.
Pierce School of Practical Nursing, 702 West Seventeenth Street, Lo., Angeles.
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COI.oRiDO

Midwest Real Estate Appraisal Training Service, 1735 Stout Street, Denver.
Simplified Training Course, 1835 Champa Street, Denver.
Sprayberry Academy of Radio, Pueblo.

CONNECTICUT

Institute of Accounting, 525 Main Street, Hartford.

DELAWARE

American Theological Seminary, 12th and Market Streets, Wilmington.

DISTRICT OF COLUMBIA

*Capital Radio Engineering Institute, 3224 Sixteenth Street NW., Washington.
Columbian Correspondence College, 300 B Street SE., Washington.

*Lewis Hotel Training Schools, 2301 Pennsylvania Avenue NW., Washington.
*National Radio Institute, Sixteenth and U Streets, NW., Washington.
Washington School of Art, 1115 Fifteenth Street NW., Washington.

GEORGIA

Institute of Business and Accounting, Red Rock Building, Atlanta.
*LPerry Business Schools, Brunswick.

IDAHO

Psychiana, Inc., Moscow.

ILLINOIS

Academy for Adults, 30 West Washington Street, Chicago.
American Academy of Arts, 25 East Jackson Boulevard, Chicago.
American Extension School of Law, 8 East Huron Street, Chicago.

*American School, Drexel Avenue at Fifty-eighth Street, Chicago.
*American School of Photography, 1315 South Michigan Avenue, Chicago.
*American Technical Society, Drexel Avenue at Fifty-eighth Street, Chicago,
American Television Laboratories, Inc., 433 East Erie Drive, Chicago.
Blackstone College of Law, 307 North Michigan Avenue, Chicago.

* Chicago Bureau of Indexing and Filing, 25 East Jackson Boulevard, Chicagm
*Chicago School of Nursing, 100 East Ohio Street, Chicago.
Chicago School of Watchmaking, 155 North Clark Street, Chicago.

*Chicago Technical College, 2000 South Michigan Avenue, Chicago.
College of Advanced Traffic, 330 South Wells Street, Chicago.
College of Swedish Massage, 30 East Adams Street, Chicago.
College of Universal Truth, 5651 North Ashland Boulevard, Chicago.
Commercial Art School, 116 South Michigan Boulevard, Chicago.
Commercial Trades Institute, 209 West Jackson Boulevard, Chicago.
conversation n Institute, 1315 Michig.in Boulevard, Chicago.
Correct English Correspondence School, Box 424, Evanston.
Croydon Institute, 624 South Michigan Avenue, Chicago.

*DeForest Training, Inc., 2533 North Ashland Avenue, Chicago.
Dobe School of Drafting, Libertyville.
Electric Institute, Hinsdale.
Hadley Correspondence School for the Blind, 584 Lincoln Avenue, Winnetka.
Hays Institute of Combustion, 430 North Michigan Avenue, Chicago.
Hotel Extension Division, 203 North Wabash Avenue, Chicago.

*Industrial Training Institute, 2150 Lawrence Avenue, Chicago.
*Institute of Applied Science, 1920 Sunnyside Avenue, Chicago.
Institute of Training in Municipal Administratlon, 1313 East Sixtieth Street4

Chicago.
*International Accountants Society, Inc., 209 West Jackson Boulevard, Chicagob
International School of Commerce, 612 North" Michigan Avenue, Chicago.

*LaSalle Extension University, 417 South Dearborn Street, Chicago.
Louie Miller School of Millinery, 225 North Wabash Avenue, Chicago.
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National Academy of Dress Design, 1315 Michigan Avenue, Chicago.
National Academy of Music, 1525 East Fifty-third Street, Chicago.
National Art School, 1315 Michigan Avenue, Chicago.
National Baking Institute, 1315 Michigan Avenue, Chicago.

*North American Institute, 1315 South Michigan Avenue, Chicago.
*Page-Davis School of Advertising, 1315 South Michigan Avenue, Chicago.
Pan American School, 342 Plymouth Court, Chicago.
Perfect Voice Institute, 64 East Lake Street, Chicago.
Si~bel Institute of Technology, 9,58 Montana Street, Chicago.

*Standard Business Institute, 130 North Wells Street, Chicago.
Stenotype Co., 417 South Dearborn Street, Chicago.
Towertown Studios, 520 North Michigan Avenue, Chicago.

*University Extension Conservatory, 1525 East Fifty-third Street, Chicago.
*Utilities Engineering Institute, 1314 Beldon Avenue, Chicago.
*Walton School of Commerce, Michigan Avenue and Van Buren Street, Chicago.
*Wayne School of Nursing, 2301 North Wayne Avenue, Chicago.
Winnetka Extension School for Children, Horace Mann School, Winnetka.

IOWA

*American Landscape School, 6015 Grand Avenue, Des Moines.

KANSAS

National Turkey Institute, Columbus.

MARYLAND

Aviation Institute of America, 16 Carroll Avenue, Takoma Park.
Hubbard Drycleaning and Redyeing School, Rock Crest, Silver Spring.

*Calvert School, Tuscany Road, Baltimore.
Postal Correspondence Schools, Citizens Bank Building, Takoma Park.
Weems System of Navigation, Annapolis.

MASSACHUSETrTS

Diplomatic and Consular Academy, 470 Boylston Street, Boston.
Home Correspondence School, Springfield.

MICHIGAN

American Institute of Technology, 4709 Woodward Avenue, Detroit.
Davidson Technical School, 7 East Grand Avenue, Detroit.
Fireside Industries, Adrian.
Niles Bryant School, Augusta.

MINNESOTA

*Art Industruction, Inc. (formerly Federal Schools, Inc.) 323 Fifth Avenue,
Minneapolis.

National School of Electronics, 529 South Seventh Street, Minneapolis.
Northwestern Radio and Television Institute, 909 West Broadway, Minneapolis.

MISSOURI

American Foundation of Graphoanalysis, Noel.
Aurora School of Photo Engraving, Aurora.
Aurora School of Photography, Aurora.
Comfort Writer's Service, 107 North Eighth Street, St. Louis.
John Adams Extension School, 713 Ambassador Building, St. Louis.

*Central Television and Radio Schools, Power and Light Building, Kansas City.
St. Louis Technical Institute, 4543 Clayton Avenue, St. Louis.

*Universal Institute, 500 West Thirty-ninth Street, Kansas City.
Weaver School,, 2322 East Forty-ninth Street, Kansas City.
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NEBRASKA

*Commercial Extension, Sixteenth and Howard Streets, Ohama.
Electronics Development Co., Omaha.
*Lincoln Aeronautical Institute, Twenty-fourth and 0 Streets, Lincoln.
Lincoln Engineering School, Lincoln.
Northwestern School of Taxidermy, Tenth and Douglas Streets, Omaha.

NEW JERSEY

Citizens Preparatory Institute, 830 Broad Street, Newark.
Dawson Institute of Technology, 989 McCarter Highway, Newark.
Institute of Practical Drafting, 800 MeCarter Highway, Newark.
Eastern Aircraft Instrument School, 116 Newark Avenue, Jersey City.
Modern Course of Syndicate Fiction Writing, Raymond Commerce Building,

Newark.
Preparatory Training Institute, 55 North Clinton Avenue, Trenton.
Westlawn School of Yacht Design, Montville.

NEW YORK

Alexander Hamilton Institute, Astor Place, New York City.
Arts and Decorations, 116 East Sixteenth Street, New York City.
Atlas (Charles) 115 East Twenty-third Street, New York City.
American Radio Institute, 1123 Broadway, New York City.
George H. Cole and Associate.s. 404 S. A. & K. Building, Syracuse.
Cortina Academy, 105 West Fortieth Street, New York City.
Dental Assistant's Training Institute, 11 West Forty-second Street, New York

City.
Fashion Academy, 30 Rockefeller Plaza, New York City.
Franklin Institute, 550 Main Street, East, Rochester.
Funk and Wagnalls Co. (Green"ille Kleiser) 354 Fourth Avenue, New York City.
Henry George School (,f Social Science, 30 East Twenty-ninth Street, New York

City.
Insurance Institute of America, 80 John Street, New York City.
Linguaphone Institute, Rockefeller Center, New York City.
Magazine Institute, .50 Rockefeller Plaza, New York City.
Moving Picture Theatre Managers Institute, 315 Washington Street, E lmira.
Murray (Arthur) School of Daneihg. 11 East Forty-third Street, New York City.
National Bible Institute, 340 West Fifty-fifth Street, New York City.
National Institute of Credit, 1 Park Avenue, New York City.

*National Poultry Institute, Adams Center.
New York City School of Finger and Foot Printing, 24 East Eighth Street,

New York City.
*New York Institute of Photography, 10 West Thirty-third Street, New York City.

New York School of Interior Decoration, 515 Madison Avenue, New York City.
*Newspaper Institute of America, 1 Park Avenue, New York City.
*Nilson Radio School. 51 East Forty-second Street, New York City.
Nitehie School of Lip Reading, 342 MandisonAvenue, New York City.
Pelman Institute of America, 271 North Avenue, New Rochelle.
Rochdale Institute, 167 West Twelfth Street, New York City.
Sherwin Cody School of English, 183 St. Paul Street, Rochester.
Standard Business Training Institute, 1421 Genesee Building, Buffalo.
Traffic Manager Institute, 154 Nassau Street, New York City.
United States School of Music, 225 Fifth Avenue, New York City.

*Iniversal Photographers, Inc., 10 West Thirty-third Street, New York City.
Wilson (Marjorie) Institute, Inc., 205 East Eighty-fifth Street, New York City.
Wyckoff (Richard D.) Inc., 1 Wall Street, New York City.

OHIO

*Air Conditioning Training Corp., 789 Wick Avenue, Youngstown.
Cartoonists' Exchange, Pleasant Hill.
Evans School of Cartooning. 1825 East Eighteenth Street, Cleveland.
Landon School, 1404 East Ninth St reet, Cleveland.

*Lincoln Extension Institute, West Seventy-fifth Street, at Detroit Avenue,"
Cleveland.
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National School of Cartooning, Penton Building, Cleveland.
Oahu School of Music, 2108 Payne Avenue, Cleveland.
Ohio Instilute of Technology, Greenville.
Writers' Digest, 22 East Twelfth Street, Cincinnati.
Zanerian College of Penmanship, 612 North Park Street, Columbus.

OKLAHOMA

*Hill's Extension School, 619 West Main Street, Oklahoma City.

OREGON

"Adcox Trade School, 237 Broadway NE, Portland.
Western Training Service, Mead Building, Portland.

PENNSYLVANIA

*International Correspondence Schools, Scranton.
Leslie Educational Service, 1023 Fulton Building, Pittsburgh.
McCarrie School of Mechanical Dentistry, 207 North Broad Street, Philadelphia.

*Methods Engineering Council, Wood and Franklin Streets, Pi.ttsburgh.
Shepherd Correspondence School of Contest Technique, 1015 Chestnut Street,

Philadelphia.
Talbot Institute for Self-Advancement, 99 Fern Street, Philadelphia.

TENNWi SEE

Taylor School of Bio-Psychology, Chattanooga.

TExAs

Imperial Technical Institute, 5313 Duval Street, Austin.

WASHINGTON

International Criminologist School, 5424 Fifty-seventh Street, S., Seattle.
Universal Fingerprint Systems, Ltd., 621 Fourth Avenue, Seattle.

WISCONSIN

Wisconsin Institute of Horology, 524 East Mason Street, Milwaukee.

SUMMARY OF REQUIREMENTS FOR MEMBERSI-IP IN COUNCIL

The following is a condensed statement of standards required of home-study
schools for approval by and membership in the National Home Study Council:

I. OWNERSHIP AND MANAGEMENT

Each ownership and executive member of an approved school must have a satis-
factory previous record for business integrity.

11. FINANCE

Each school must present evidence that it is adequately financed to carry out
its announced purpose and student agreements.

Ifl. FACULTY

An adequate and competent instructional staff shall be maintained by each
school.

A. An educational director shall have the following qualifications:
1. A degree from a recognized college or equivalent in special training or

experience.
2. Not less than 5 years' teaching or training experience.
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3. At least 2 years' experience in an administrative capacity.
4. Knowledge of the literature in the field of method and technique In handling

the adult educational problem, and identification with professional adult educa-
tional groups.

B. Trade and industrial courses: The chief instructor or principal of each
trade and industrial course or subject taught shall have had at least the follow-
ing educational preparation and experience:

1. Four years' study beyond high school with a major in the subject taught
and 2 years' teaching, or

2. A high-school education and 6 years' practical experience and at least 1
year teaching in the trade or vocation taught, or

3. A high-school education and a combination of at least 6 years of higher
education or teaching in the trade and practical experience in the trade or
vocation taught.

4. Same as 4. under "Educational director."
C. Professional engineering and business courses: The chief instructor or

principal of each professional, engineering, and business course taught shall
have haid at least the following educational preparation and experience:

1. Four years beyond high school with a major in the subject taught or
equivalent training such as a C. P. A. certificate for the business course, and

2. Two years of practical experience or teaching experience in the subject
taught, or graduate training and 1 year of practical experience, and

3. Same as 4, under "Educational director."
D. All other instructors are required to have:
1. (',,upetency in the use of written English.
2. Technical information and skills in the trade or vocational subject taught.
3. At least 1 year of teaching experience.

IV. CURRICULUM

Each course of instruction offered shall consist of:
A. A preliminary lesson (,r set of instructions on "how to study" by the home-

study metal od. or adequate instruction on how to study each lesson assignment.
1'. Textual or lesson materials which are:
1. Adequate in that thjey -cover the subject as fully and as thoroughly as

an uiinced.
2. Accurate in that they are well authenticated.
3. Current in that they represent reliable modern information on the subject.
4. Presented in a simple, clear, interesting, and logical manner so that the

stnuent can grasp the important points readily.
5. Illus trated with photographs, cuts, and drawings which clarify the explana-

ti,,n!s and not simply adorn the text.
6. Printed in such a manner as to contribute to ease of study.
('. Instructional service on each lesson or unit assignment consisting of:

1. A series of examination questions or problem assignments which thoroughly
stress the important phases of the subject presented and which require a demon-

stration of the student's ability or skill in applying the information secured.

2. A personalized correctional service pointing out the errors, directing the

student to sources of correct information, as well as supplying additional ex-

planations and supplementary instructional material when necessary.

D. A definite system of encouragement and stimulation o)f students so that

study may begin promptly and written reviews or examinations may be returned

to the school for correction with reasonable regularity.

V. PLANT AND EQUIPMENT

A. The office space and educational facilities and equipment used by each

school shall be adequate to meet all needs for instruction and the keeping of

academic and other records.
B. If shop or class work is offered in connection with the educational program,

all teaching equipment should be up-to-date and sufficient in amount and kind

to make for successful learning and Instruction.

VI. SALES PROMOTION AND ENROLLMENTS

A. All advertisements, catalogs, letters, contract forms, sales literature, ap-

proved sales talks, etc., must conform to the Fair Trade Practice Rules for

Private Correspondence Schools approved by the Federal Trade Commission.
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B. All enrollment forms or accompanying forms are required to contain in
substance the following information:

1. The fact that as soon as the enrollment application Is accepted by the home
office, of the school it becomes a contract between the student or guarantors and
the school.

2. A description of; (a) The course of study; (b) the various textual mat,-rials
and experimental equipment supplied to the student; or (') the main features
of the course of study and services to be rendered with it enumerated either in
a body of the agreement or in the official literature of the school and givon to
the student when the enrollment form is filled out.

3. The student's obligation to the school, terms, and dates of payment, etc.
4. If any special agreements are included, such as refund, etc., the conditions

,of -game must be set forth in a clear, simple manner and with due prominence.
5. To assist the school in accepting only enrollments of logical prospects, 4.aeh

application form or accompanying form should contain, among other items, blank
spaces for the following information: (a) Age of applicant; (b) physical de-
fects, if any, of the applicant to insure that he has no disabilities which would
interfere with his ability to pursue the trade or vocation for which training
is sought; (c) the amount of previous education of applicant; (d) the amount
and character of previous vocational experience of applicant; and (e) record
of employment or other references to insure the applicant's ability to pay the
required tuition fee.

C. Each student shall be furnished with a duplicate copy of the enrollment
form which he signs, either at the time of his signing same or when such "ippli-
cation is accepted by the school.

D. Personal selling:
1. It is required of all schools employing a field organization to secure en-

rollments that they supply such representatives with: (a) Definite instru.tions-
given in printed form-regarding the school, its course or courses of instruction,
services rendered, general policy, etc.; and (b) an approved demonstration or
pattern of sales presentation and also some training in vocational guidance for
guiding representatives in aiding prospect in selection of course.

2. To schools employing a field organization to secure enrollments it is re-om-
mended: (a) That all field representatives be bonded; (b) that all enrollments
taken by a new representative be "verified" until the quality of his businie.s
shall have become established; and (c) that there be adequate supervision of all
rel resentatives and that a periodic check of their sales presentation be made.

VII. COLLECTIONS

A. General:
1. Each school should have an efficient collection department for the billing,

collecting, and handling of its current and delinquent accounts.
2. Whatever collection system may be utilized by a school, it should be op-

erated with dignity, courtesy, and tact as well as in accordance with sound
business procedure.

3. The predominant characteristic of any method utilized for the collection
of delinquent accounts should be "resale."

B. Adjustments and settlements:
1. Every school should recognize that there may be sound reasons why an

-enrolled student may not be able to pursue a course of training with benefit
to himself, irrespective of the fact that he may have contracted to do so: and,
on request he should receive fair and just consideration in the modification of
his contract. The following cases are typical: (a) A bona fide change of job
or life objective toward which the course of study could make little or no con-
tribution; (b) a proven physical disability which was acquired after enroll-
ment and which would handicap or disqualify the student from carrying on in
the field or vocation selected: (c) a demonstrated lack of ability to assimilate
the training materials furnished: (d) the drafting or enlistment in the armed
forces of his country or the enrollment and attendance in any regular resident
public college, university, or high school.

2. Every school should have a fixed policy for making equitable adjustments and
settlements upon request and make same available to enrolled students when such
request is presented. Schools which offer more than one course should have a
Axed policy for transferring the student from one course to another.
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C. Collection agencies:
1. When and it member schools turn over delinquent accounts to collection

agencies or attorneys, the Natiomal Home Study (ouncil shall hold such member
schools responsible for the acts of their agents when such acts are not ill harmony
with the council's standards of policy.

TR)E PRACTICE RULES FOR PRIVATE HOMF-STUDY SCHOOLS APIiRovED By FDIERA.L
TRADE COMMISSION, NOVEMBEut 2, 1936

These rules promulgated by the Federal Trade Commission are designed to
foster and promote fair competitive conditions in the interest of industry and the
public. They are not to be used, directly or indirectly, as part of or in connection
with any combination or agreement to fix prices, or for the suppression of competi-
tion, or otherwise to unreasonably restrain trade.

GROUP I

The unfair-trade practices which are embraced in group I rules are considered
to be unfair methods of competition within the decisions of the Federal Trade
Commission and the courts, and appropriate proceedings in the public interest will
be taken by the Commission to prevent the use of such unlawful practices in or
directly affecting interstate commerce.

Rulc 1.-The making, or causing or permitting to be made or published, any
false, untrue, or deceptive statement or representation, by way of advertising or
otherwise, concerning home-study schools, their activities in attempting to enroll
students, or concerning the character, nature, quality, value, or scope of any
course of instruction or educational service offered, or in any other material
respect, with the tendency or capacity to mislead or deceive students, prospective
stu, ents, ,or the public, is an unfair trade practice.

Rule 2.-The making of false, untrue, or deceptive statements or representations
regarding actual or probable earnings or opportunities in any vocation, with the
tendency or capacity to mislead or deceive students, prospective students, or the
pub ic, is an unfair trade practice.

Rule 3.-The making of false, untrue, or deceptive statements or representa-
tions regarding the opportunities in any vocation or field of activity as a result
of the completion of any given course of instruction or educational service, with
the tendency or capacity top mislead or deceive students, prospective students, or
the public, is an unfair trade practice.

Rule 4.-The making of false, untrue, or receptive statements or representations
as to services to be rendered in connection with the securing or attempting to
secure employment for students, or as to the influence or connection of any school
or schools with any branch, department, or establishment of the United States
Government with the tendency, or capacity to mislead or deceive students, prospec-
tive students, or the public, is an unfair-trade practice.

Rule 5.-The making or false, untrue, or deceptive promises or representations
regarding a job or a raise in pay upon completing a certain course of instruction
or portion thereof, with the tendency or capacity to mislead or deceive students,
pr(. spectiN-e stiud.nus, or the public, is an unfair trade practice.

Rule G.-Repr-senting an offer to be limited as to time or otherwise when
such is not the fact, with the tendency or capacity too mislead or deceive students,
prtsipeelive students. or the public, is an unfair trade practice.

Rule 7.-Representing an offer as ".-pvcial" when it is in fact a "regular" Offer.
with the tendency or capacity to inislead or deceive students, prospective stu-
dents. or the public, is an unfair trade practice.

Rulh 8.--Offering courses of instruction at prices purported to be reduced from
what are in fact miarked-up or fictitious prices, with the tendency or capacity
to mislead or deceive students, prospective students, or the public, is an unfair
trade practice.

Rule 9.-It is an unfair trade practice for any member of the industry to use,
directly (or indirectly, any so-called money back guaranty, refund agreement,
or other similar guaranty, agreement, or contract between school and student,
which (a) is conditioned upon the student taking or passing, or having the
opportunity to take or pass, a future Government or civil-service examination
or test. or any other form of future examination or test given by any organza-
tioli not affiliated with the school; or (b) is conditioned upon the student being
placed upon a Government or other eligible list, or (c) is conditioned upon the
student securing or having the opportunity to secure employment within the field
of training pursued; or (d) is conditioned upon any other contingency; and
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which has the capacity, tendency, or effect of misleading or deceiving students
or prospective students because of the text of such guaranty, agreement, or
contract, or because of the represenitations regarding the same, or because of

the circumstances or other conditions of its use, or which otherwise involves
deception, inlsrepresentatit u, bad faith, or the deceptive concealment of pertinent
facts.

Rule 10.-%aking offers of scholarships or partial scholarships In such manner
as to mislead or deceive students or prospective students into the belief that
such offers are bona fide, when they are in fact not bona fide, is an unfair trade
practice.

Rule 11.-Representing any commodity or service as "free" when in fact such
commodity or service is regularly included as part (if the course of instruction
or service, with the tendency or capacity to mislead or receive students, prospec-
tive students, or the public, is an unfair trade practice.

Rule 12.-The defamation of competitors by falsely imputing to them dishonor-
able conduct, inability to perform contracts, questionable credit standing, or by
other false representations, or the false disparagement or the character, nature,
quality, value, or scope of their courses of instruction or educational services
or in any other material respect, with the tendency or capacity to mislead or
deceive students, prospective students, or the public, is a unfair trade practice.

Rule 13.-The use of any name, title, or other designation, by way of adver-
tising or otherwise, having the tendency or capacity to mislead or deceive stu-
dents, prospective students, or the public as to the character of the institution,
its courses of instruction, or its influence in obtaining employment for students,
is an unfair trade practice.

Rule 14.-For any member of the industry to issue any certificate or diploma,
or to confer any degree, which misrepresents the course of study or instruction
covered or completed, or the accomplishments or standing of the student receiving
such certificate, diploma, or degree, with the tendency or capacity to mislead
or deceive students, prospective students, or the public, is an unfair trade
practice.

Rule 15.-Falsely representing the character or scope of any course of instruc-
tion or service offered, with the tendency or capacity to mislead or deceive stu-
dents, prospective students, or the public, is an unfair trade practice.

Rule 16.-The making of false, untrue, or deceptive statements or representa-
tions, through advertising or otherwise, that a certain individual or individuals
are bona fide members of the faculty of a school o~r are members of its advisory
board or authors of its instruction material, or the making of misleading state-
ments or representations as to the value of any former connection with the
United States Government as an aid to securing employment, with the tendency
or capacity to mislead or deceive students, prospective students, or the public.
is an unfair trade practice.

Rul 17.-The false representation, through advertising or otherwise, that
students are given personal instruction by the head of the institution or a de-
partment head thereof, with the tendency or capacity to mislead qr deceive
students, prospective students, or the public, is an unfair trade practice.

Rule 18.--The use of "help wanted" or other employment columns in news-
papers o)r other publications to get in touch with prospective students in such
manner as to mislead or deceive such prospective students into the belief that a
job is offered is an unfair trade practice .

Rule /1.-The use of "blind" advertisements or sales literature to attract
prospective students when such advertising or literature fail to set forth that
courses of instruction or other educational services are being off-'red in such
Inaner as to mislead or deceive students, prospective students, or the public,
is an unfair trade practice.

Rule 200.-The use of misleading or deceptive language in any form with the
tendency or capacity to mislead or deceive students, prospective students, or the
public, is an unfair trade practice.

Rul, 21.-The use of the word "guarantee" or other word or words of similar
import in connection with "money back" agreements, in such maiunner as to mis-
lead or deceive students, prospective students, or the public, is an unfair trade
practice.

Rule 22.-In the collection of tuition fees, the use of papers simulating or
counterfeiting court documents in such mamner as to mislead or deceive students
is an unfair trade practice.

Rule 23.-The use of a photograph cut, engraving, or illustration in catalogs,
sales literature, or otherwise in such manner as to (.ohivey a false impression as

77877-45-14
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to the s.*. Importance, or location of the offices occupied by a private 'home-
study school, or as to such school's equipment, with the tendency or capacity to
mislead or deceive students, prospective students, or the public, is an unfair
trade practice

Rtle 24.-'1he use of pictures or illustrations of Uncle 8am, the National Capi-
tol, or any pictures, illustrations, or devices of similar character or the use of
the name or title of any present or former Government official activity, branch,
department, or establishment of the Government in such manner as to mislead
or deceive students, prospective students, or the public into the erroneous belief
that the institution or its instructors have official relationship or connection with
the United States Government, or into the erroneous belief that the training or
services offered has the approval or endorsement of the United States Govern-
ment or any branch thereof, is an unfair trade practice.

Rule 25.-Falsely representing, directly or indirectly, through advertising or
otherwise, that a school is operated "not for profit," with the tendency or capacity
to mislead or deceive students, prospective students, or the public, is an unfair
trade practice.

Rule 26.-Willfully inducing the enrollment or retention of a student for any
course of instruction or training for a job or position for which the student is
manifestly unfit by reason of educational or permanent physical disqualification, or
other material disqualification, is an unfair trade practice.

GROUP I

The trade practices embraced in Group II do not, per se, constitute violations
of law. They are considered by the industry either to be unethical, uneconomical,
or otherwise objectionable, or to be conducive to sound business methods which
the industry desires to encourage and promote. Such rules, when they conform to
the above specifications and are not violative of law, will be received by the Com-
mission, but the observance of said rules must depend upon and be accomplished
through the cooperation of the members of the industry concerned, exercised in
accordance with existing law. Where, however, such practices are used in such
manner as to become unfair methods of competition in commerce or a violation of
any law over which the Commission has jurisdiction, appropriate proceedings will
be instituted by the Commission as in the case of violation of group I rules.

Rule A.-"Money-back" agreements, so-called, or other similar contracts between
school and student, should state plainly the conditions under which tuition or other
moneys will be refunded. and such agreements or contrast should contain no condi-
tions intended to deceive, hamper, or harass the student and prevent a refund to
him of tuition to which he may be entitled under the terms of the contract.

Rule B.-It is the judgment of the industry that the sales representatives of all
schools be selected primarily on a basis of ability and integrity and that each
representative i:e given an adequate preliminary training and be bonded by an
approved bonding company or by adequate personal sureties conditioned upon the
faithful performance of his financial duties before being authorized to secure
student enrollment.

Rule C.-It is the judgment of the industry that all schools should at or prior to
the time of enrollment for any course of study or service provide each student
enrolled therein with literature, by means of catalog, correspondence or other
writing, clearly setting forth the nature, scope, number, and character of lesson
assignments, and the terms upon which such course of study or service is sold.

Rule D.-It is the judgment of the industry that the members thereof should
exercise careful supervision over their sales representatives so as to guard against
any misrepresentation by such representatives regarding advantages or opportu-
nities or other matters pertinent to enrolling students or prospective students,
whether or not the same be set forth in the contract between school and student.

Enforcement of rule.-A committee on trade practices, comprising five members,
is hereby created by the industry to cooperate with the Federal Trade CO)mmission
and to perform such acts as may be legal and proper to put these rules into effect.

By direction of the Commission,
(his B JOHNSON, Secretary.

Procedure in fWing complaint.--The home-study Industry has designated as per-
manent chairman of the -,bove enforcement committee, Dr. J. S. Noffsinger, 839
13eventeenth Street NW., Washington. D. C., to whom all complaints regarding vio-
lations of this code may be sent. When it is desired to file complaint regarding
a violation of any part of this code such complaint should be submitted as follows:

1. All complaints must be presented in writing and signed by the complainat.
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2. The complainlant 1111s.t specify which rule (or rule's) of this code have be,'n
violated.

3. If complaint refers to a violation of code relating to the sal,. litt-rature ,,r
other prilnteld material of any school, copies of such imaiterial must ac,,rnlymy
complaint.

4. If complaint refers to the advertising copy used by a school, a vorry of such
advertisement, together with the name and date of the publication in which it
appeared, must accompany complaint.

5. If complaint refers to verbal statements made by representative of a school,
such alleged statements must be accompanied by th,, following:

(a) Name of representative making such statenents and school with which he
is Colllecte-d ;

(b) Name and address of 1,rerson or persons to whom made;
(c) Place and date where made;
(d) Name and address of witnesses, if any; and
(c) Statement as to whether the complainant, if requested, would file the

charges in affidavit form.
All complaints received with supporting evidence, as set forth above, will be

investigated and appropriate action taken, if warranted by fact.

STATEMENT OF F. L. SPRAYBERRY, SPRAYBERRY ACADEMY OF
RADIO, PUEBLO, COLO.

Senator JOHNSON. Will you state your name?
Mr. SPRAYBERRY. F. L. Sprayberry, Pueblo, Colo. I operate a radio

school there and have been in that business approximately .since 192S.
I have no written statement. I simply want, to make a brief oral

statement about the value of correspondence schools.
Many of the men who are eligible under this bill for this type ,)f

training will not have opportunity to go to the universities and to
the larger centers and if they do not get correspondence-school train-
ing, probably they won't get training at all under this. provision be-
cause most of the fellows have marriage plans and they want to get out
from under perhaps some form of regimentation such as they neces-
sarily had to meet in the Army, so as the original bill was drawn, you
would exclude that type of man.

Of course there are other students or men who wo uld be qualified to
go to universities and would have the time and inclination, but from
our correspondence with men who are eligible there must be a large
segment of them who want correspondence-school training.

Senator MILLIKTN. Mr. Chairman, may I interrupt'?
Would it interrupt your train of thought if I asked if your school

is exclusively correspondence?
Mr. SPR.MlYBERRY. It is exclusively correspondence.
Senator LUCAS. What is the name of your school?
Mr. SPRAYBERRY. Sprayberry Academy of Radio, located in Pueblo,

Colo.
To return to the need for this type of training, I was talking to a

British Army major last evening, and he tells me that the British
Government has already made available a bill similar to this for their
men, and that they have hundreds of correspondence school courses
available to discharged men.

I have met a large number of men who have told me that they got
most of their major law training through correspondence schools, and
several public officials have made that statement, so correspondence
schools do have a place and value.
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I don't think I)v any means all of the veterans will want to enroll
in eorrespondence schools. But they have their purpose. They could
not prepare men for medicine or courses of that type, but they do
fill a vitally needed vocational need.

I think the recommendations of the Veterans' Administration are
good and sound and can be relied upon, and I do think that they will
see that the veteran is not taken advantage of. Just as in the matter
of loans, it is not likely that anything of a doubtful value is going
to get by them.

That is my point on this bill.
Senator GEORGE. How many schools of the type of your radio

sh,,ol are there?
Mr. SPRAYBERRY. I think about five exclusively in correspondence

teaching radio.
Senator (GEORGE. Five schools?
Mr. SPRAYBERRY. Yes, sir.
Senator GEORGE. How long is a course or does it vary?
Mr. SPRAYBERRY. It varies a good bit according to the individual.
The normal length of time that it takes a man to complete our

cour-e is from 12 to 18 months.
Senator Joiix-s,,N. Are your graduates all working at their trade?
Mr. SPRAYBERRY. I would have no way of knowing that they

were all working at that trade, but it has been proved possible in the
immediate past in the radio field for a man to keep continuously
engaged.

Senator Luc.\s. How long has your school been in busienss?
Mr. SPRAYBERRY. Since 1932.
Senator LL-'-xs. How many students do you have enrolled at the

present time?
Mr. SPRAYBERRY. There must be about 3,500 located all over the

world, you might say, wherever the mail reaches.
Senator LucAs. Are you one of the 42 that the witness testified

about a few moments ago?
Mr. SPRAYBERRY. No, sir.
Senator CN,-LLY. You say you have 3,500 students. How much

do you get out of then per month?
Mr. SPRAYBERRY. The payments vary from $.5 a month-some pay

by the month, some in quarterly installments, and some pay cash
outright.

Senator CONNALLY. How much do you charge for the course?
Mr. SPRAYBERRY. $95 on a time payment plan of $5 a month.
Senator CONNALLY. How long does it run?
Mr. SPRAYERRY. Well, on that basis it would be about 18 months.

It could be considerably less and often is.
Senator CONNALLY. How many professors and fellows who pre-

pare the questions and examine the answers have you on the staff?
Mll'. SPRAYBERR. We have two.
Senator (0NNALLY. Well. 2 men and 3,500 students will be about

$18,O (0 a month.
Mr. SPRAYBERRY. There are mvny other expenses.
snator JOHNSON. $17,500 a month.
Mr. SPRA\YvERRY. But you have to pay all your operating expenses,

which are quite heavy.
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Everyone seems to think that a correspondence school is the easiest
business in the world to conduct.

I think most of the people who have been in it will tell you it is one
of the hardest. It requires a large organization.

Senator CONNALLY. I thought you said you had two in your
organization.

Mr. SPRAYBERRY. I thought you asked how many we had preparing
the questions and working with the students.

In oir organization there are 18 people.
Senator CONNALLY. Some solicitors and drum beaters to get the

men?
Mr. SPRAYBERRY. We have no salesmen at all. It is all done through

the United States mails.
Senator CON'NALLY." Have you ever had any trouble with the Post

Office Department?
Mr. SPRAYBERRY. No, sir.
Senator CONNALLY. All right.
Senator JOHNSON. Are there any other questions? (No response.)
Does that complete your statement, Mr. Sprayberry?
Mr. SPRAYBERRY. That is all I wanted to insert in the record, sir.
I wanted to say that there is a definite need for this type of training

and it would be discriminatory against some of the men if it was
not made available to them.

Senator JoiiNs0.N. What is your percentage of graduates?
Mr. SPRAYBERRY. The last count we made, which was in the early

part of the year, was around 30 percent.
Senator JOHNSON. We thank you, Mr. Sprayberry.
Senator CONNALLY. You say 30 percent of those who start go

through?
Mr. SPRAYBERRY. Yes, sir.
Senator CONNALLY. And the others quit?
Mr. SPRAYBERRY. Those are the type of men who have what it

takes to stick with a technical training course of that type and carry
it through to a conclusion.

Senator MILLIKIN. Are they equipped to go right into business
when they get through or is it a sort of preliminary training to their
trade?

Mr. SPRAYBERRY. We provide our students with actual radio equip-
ment which they work with -and build up, and when they finish our
course of training they are qualified repairmen and servicemen.

We don't go into the entertainment end at all.
Senator MILLIKIN. There seems to be a great interest evidenced

by veterans in that business.
Mr. SPRAYBERRY. Yes, sir. .
It is a type of business in which a man can easily start up his own

little business with that, type of technical training. Just a small
neighborhood will bring him in a good living.

Senator JOHNSON. We thank you.
Is Mr. Warren Miller of the Army and Navy Union present? [No

response.]
Some of our witnesses are not ready to testify today, and we would

like to know if Mr. Robert H. Owens is present. [No response.]
Mr. Fred R. Berrifield? [No response.]
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Mr. Meyer Bernstein? [No res )onse.]
Mr. Toi Neill? INo response. /
Mr. E. ,1. 'NiHale? [N) response.]
Mr. W. M. Floyd? IN(, response.]
Mr. Theodore ft. Silbert? [No response.]
Dr. Ralph McDonald? [No resl)ollse.]
Their time was not set for today but some of our witnesses can-

celed their appearance for today.
That is all we have on the list for today.
Senator CNA-LLY. Mr. Ch irman, are any men from the Veterans'

Bureau here on this educational matter?
Is there anybody here representing the Veterans' Bureau?
Mr. HAYDEN. I am from the Veterans' Administration, but there

are no educational representatives here.
Senator COINNALLY Why don't you have some here? That is what

we are investigating.
Mr. HAYDEN. They come when they are scheduled to speak.
Senator CONNAL LY. They ought to be here to be consulted when

the other people are testifying.
Senator Luc.\s. I think they should be interested in what the wit-

nesses are saying.
Mr. HAYDEN. I shall be pleased to convey your message.
Senator JohNsON. I think the Senator from Texas is right on that.
I think they should be here at all times.
Mr. BIRDSALL. Mr. Chairman and members of the committee, I am

Guy H. Birdsall, Associate Solicitor, Veterans' Administration.
I am here under instructions to keep in touch with the proceedings,

but, of course, Mr. Stirling is representing the Veterans' Administra-
tion in connection with the educational features of the bill.

Senator CO(NINALLY. Where is Mr. Stirling? He is the one I want
to see. I understand he has been quoting me around here.

Mr. BIRDSALL. I am sure Mr. Stirling will report at your pleasure.
Senator CONNALLY. Has he been here at all?
Mr. BIRDSALL. He was here on the first day and reported on title II.
I have taken down important notes and will see
Senator CONNALLY. I understand that under this educational pro-

gram in New York State and one or two other States you are allowing
them so much per student?

Do you know about that?
Mr. BIRDSALL. I would have to ask him about that.
Senator CONNALLY. $100 to $150, whatever the out-of-State charge

is. All the veterans get it, and in other States you let them have
anything.

I want to know how that happens.
Mr. BIRDSALL. I am sure an explanation can be given on that.
He did refer to a situation where some States charged the out-of-

State fee. and I think in Oklahoma the attorney general ruled they
could not accept the out-of-State fee.

Senator JoHiisoN. With the permission of the committee, I wish to
insert in the record a statement of Clinch Heyward Belser, of Fort
Meyer, Va.; also a statement made on September 5 by Bernard Ba-
ruch; also a statement from the National Academy of Broadcasting.

Hearing no objection, they will be put in.

2wqlv'
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(The statements are as follows:)
QUAwrvu 11-A,

Fort Myer, Va., October 10, 1945.
flon. EDWIN (. JOHNSON,

Hen at(' Finance Committee,
Senate Office Building, Washington, D. C.

My DFAR SENATOR JOHNSON: I was present at the Finance Committee hfarings
on the ame-ndments to the GI bill of rights on the 9th of October 1945. Mr. Odorn,
of the Veterans' Administration, brought to the attention of the committee the
fact that, under present law, officers on terminal leave were Ineligible for the educa-
tional benefits of the bill until completion of their terminal leave. The presenta-
tion of the merits of the bill and rights of the officers concerned was, in my
opinion, inadequate, and it is believed that the committee was not given a complete
understanding of the matter.

Terminal leave is the leave due an officer over the period of his service which
he was unable to take due to war conditions. This leave is given at the end of
service for the administrative convenience of the Army. He is not technically
separated until the completion of the leave; however, his final papers have been
completed, and he is actually no more subject to recall to active duty than any
Reserve officer on an inactive status. The Army is merely protecting his rights to
leave just as the Civil Service protects the leave rights of its employees.

Congress indicated its desire to make certain educational advantages available
to all veterans immediately upon their discharge. Those officers who had not
completed their education prior to their entry into service, and who are unfortu-
nate enough to be separated from the service on or before the opening of school,
are, therefore, penalized under present law by being unable to take immediate
advantage of the educational benefits and to enjoy leave which they were previ-
ously denied through no fault of their own. These officers must either forfeit
one or the other of the benefits available to them or to further delay a continua-
tion of their education for one semester or, in some cases, a full school year.

It is believed that Congress intended to give each veteran all of the benefits
which it has made available. Since there is no question that these two benefits
may be enjoyed in sequence, there seems to be no good reason why they should
not be enjoyed simultaneously.

To permit the continuation of education while still on terminal leave, requires
only a short amendment to the GI bill of rights and would benefit a greater
number of veterans than would some other amendments recommended by the
Veterans' Administration. This amendment would presently benefit those who
were separated in August, September, and October and would continue to benefit
those separated immediately prior to the opening of any school semester.

I would appreciate it very much indeed if you would prese# this matter to the
attention of the members of the committee.

Very truly yours,
CLINCH HEYWARD BELsER.

BARUCH REPORT ON VETERANS' MATTERS TO GEN. OMAR N. BRADLEY

WASHINGTON, D. C., August 16, 1945.
Gen. OMAR N. BRADLEY,

Director, Veterans' Administration,
Washington, D. C.

DEAR GENERAL BRADLEY: It was with gratification that I heard of your appoint-
ment as veterans' Administrator.

At the suggestion of President Roosevelt, I had been studying the problems of
the veteran and related questions of human demobilization. What I learned
filled me with deep concern. You have asked for the results of my findings. Here-
with I submit a number of the more important recommendations for immediate
action.

Your excellent appointment has been hailed as foreshadowing a thoroughgoing
shake-up of the Government's handling of veterans' matters. What is not gen-
erally appreciated is the tremendous scale and difficulties of your task, how many
of the veterans' keenest problems go beyond the authority of your office.

With their families, the 12,000,000 veterans of this war make up one-fourth
of the entire population. Measured in numbers alone, this is three times the
number of veterans of the last war. Already more than 2,250,000 have been dis-
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charged from the armed services. More than 1,250,000 of these have suffered
some disability. Another 545,000 are reported in Army and Navy hospitals in
this country and abroad. More disabled veterans are receiving payments, thus
far, than the total for the last war.

SWIFT REFORM NEED

With the surrender of Japan, you must prepare now for discharges in the
millions. Reorganization, modernization, and expansion of the Veterans' Admin-
istration cannot be delayed. Unless there is prompt, corrective action, the
disillusionment and bitterness that have spread among some veterans and
their kin will steadily worsen. Aggravating your difficulties is the fact that the
human side of demobilization is being neglected tragically.

Solution of the veterans' problems does not-cannot-proceed alone. During
the period when our soldiers and sailors will be shredding their uniforms, six to
eight million workers in strictly war industries will be shifting jobs or homes.
The ultimate goal of any veterans' program must be to restore the returning
soldier and sailor to the community-socially, economically, and humanly. This
cannot be accomplished except as part of the larger program embracing the
whole of human demobilization. One terrible danger of failure may be to set the
veteran off from the rest of the Nation, cherishing the grievance of having been
wronged, at odds with fellow Americans, his feelings an explosive fuel ready to
be ignited by some future demagogs.

END HUMAN "NO MAN'S LAND '

There now prevails a "no man's land" of neglect of the human problems of the
change-over from war to peace. The very first need in the present situation is:

I. A vigorous, imaginative "work director," to vitalize the post of Adminis-
trator of retraining and reemployment to accomplish its original purpose of
making certain the human side of demobilization is not forgotten.

This is beyond your own authority. I emphasize it because until this post is
effectively filled, you will be hampered in the execution of your own responsi-
bilities. So will be every other administrator of the many aspects of demobili-
zation.

The concept of work director can be briefly summarized. Between the many
agencies involved in the demobilization there exist all sorts of twilight zones or
gaps of responsibility, innumerable overlappings or conflicts of authority. We
wanted to avoid the human problems falling, uncared for, between the agencies.
Therefore, the Report on War and Postwar Adjustment Policies, which I pre-
pared that there be a single unforgetful mind to unify all of the forces of the
executive branch dealing with the human side of demobilization and to develop
a comprehensive program for meeting these problems, working with Congress.
This work director, as we called him, later was given the official title of admin-
istrator of retraining and reemployment. We consider this post so important,
we recommended that it be filled by a man of such outstanding caliber as to
command the immediate conlidence of the country.

Unfortunately, although 18 months have passed since the issuance of our report
on February 15, 1944, and almost a year since Congress created the necessary
,,ffice, an effective program of human demobilization still is lacking.

Among the things for which you should be able to look to the work director are:

REVIEW DEMOBILIZATION PLANS

1. To maintain a running review of the plans for demobilizing the armed forces,
discharge procedures and policies of both the Army and Navy, harmonizing and
integrating their programs with the whole of the change-over to peace.

RELEASE DOCTORS, HOSPITALS

2. Specifically, in this connection, to see that any faults in discharge procedures
are promptly corrected, as the too loose use of the label "psychoneurotic" in
medical discharges in the past; also, to make certain that doctors, nurses, and
hospitals are released from military service in proportion to the discharges of
wounded and reductions in troop strengths. Otherwise, how are the Veterans'
Administration or the communities to carry out their responsibilities to the
wounded?



AMEND SERVICEMEN'S READJUSTMENT ACT OF 1944 211

ONE CENTER TO A COMMUNITY

3. To see to it that in each community there is only one place where veterans

need go-in dignity, not charity-to learn all of their rights and how to get them.

This was one of the more urgent recommendations in our postwar report. In too

many communities, veterans still are being given the run-around from agency to

agency. Where such all-in-one centers have been established, as in Bridgeport,

Conn., Richmond, Va., or Los Angeles, Calif., they have eased the handling of

every veteran problem, medical care, benefits, loans, employment. A network of

such centers would contribute greatly to any plans of yours for decentralizing

the Veterans' Administration.

JOBS AND TRAINING

4. To develop a unified, detailed employment and training program, anticipating

as far as practical the needs of both veterans and displaced war workers. This

would include settling the conflict in interpretation over section 8 of the Selective
Service Act on seniority rights (or request Congress to clarify the law) ; other

seniority problems; special programs for the disabled; adequate Job placement
machinery for all workers; personalized job guidance, particularly for veterans

who have never worked before; working with both labor unions and business
groups in relaxing barriers to employment, such as initiation fees, apprenticeship
rules, etc. This is especially important in those fields such as construction, which
can provide a greater number of jobs in peace than during the war.

COMBAT BOTTLENECKS

5. While rationing, priorities, and other restrictions remain in force, this work
director should see that veterans obtaining loans to start businesses receive the
materials and commodities they need. The work director must not be content
simply because a regulation has been issued but should see that it works.

ARTIFICIAL LIMBS

6. To step up and coordinate the artificial limb program, unifying the work
of all agencies, so that all amputees are given the best possible limbs immediately
and replacements provided for those who have received inferior limbs. Many of
our wounded still are being fitted with legs and arms known to be inferior because
production of newer types is slow; procurement has lacked drive and organiza-
tion. Not until last January were the manufacturers of artificial legs brought
together to develop standardized specifications. The committee on prosthetic
devices of the National Research Council, now energetically pushing the improve-
nient of designs for artificial legs and arms, held its first meeting only last March.
Root of the delay has been that no one administrator took full responsibility for
organizing and driving through a completely worked out artificial limb program.

WHAT VETERANS SHOULD KNOW

7. To develop an effective program for informing veterans of what they
need to know. They should be reached while still iin service and after their return
to civilion life when their problems are actually upon them. Many agencies must
share In this program; the work director should take the leadership, coordinat-
ing the efforts of all.

Those are only a few of the tasks of the work director, whose scope covers the
human problems of both veterans and war workers. His duties are more com-
pletely outlined in our postwar report and in the legislation creating the Office
of Reemployment and Retraining. You may find yourself compelled to move
into some of those gaps dealing directly with these matters.

CREATE NEW MEDICAL SERVICE

Turning to the Veterans' Administration, I would recommend:
II. A clean-cut division In the veterans' agency between medical and non-

medical matters, creating a new veterans' medical service under the head of an
outstanding medical man.

Until now veterans' medical care has been too much subordinated to the legal
and fiscal matters connected with benefil§__pf all kinds. It must be freed from
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the thumb of the lawyer and benefit payer. Lifted to a level of autonomous
independence, its primary emphasis should be the quickest and fullest recovery
of the veteran and his or her return to society as a self-supporting, self-respect-
ing (iI izeil.

Various suggestions have been made as to the form this new veterans' medical
service should take. Nine of these details of organization are as important as
is the choice of the man who is to head this service. Even a good man and an
autonoImous service by themselves are not enough. A complete transformation
of veterans' medical care is needed.

IMPARTIAL MEDICAL STUDY

11. A small, fast-working, independent committee should be named to make
an impartial mtudy (if every aspect of veterans' medical care, formulating recom-
mendations for completely transforming the veterans' medical service into one
that provides a challenge to all that is progressive in medical practice.

This committee need not attempt a single, huge study, but could take up suc-
cessively the many different problems, reporting its findings as it went along.
Its work should be organized to supplement-not delay-any immediate reforms
that the new medical director will wish to put into effect. Its immediate studies
completed and made public through you, some su,'h committee should be estab-
lished on a permanent basis. It would serve as a continuing review group, report-
ing regularly to the public through you on the progress in improving veterans'
medical care; recommending any" additional measures that may become neces-
sary; making certain the latest scientific techniques are properly instituted as
soon as proven.

I urge that reports of this committee be made public because of the sharp, pro-
linged criticism of veterans' medical care. An independent sifting of the charges
that have been made and announcement of reforms to correct whatever faults
may be found is necessary to restore the confidence of the public, including the
veterans and their families. Many of the measures you will wish to adopt will
require public understanding and support. Fully publicizing your new medical
program also will immediately raise the prestige of the new veterans' medical
service. This is so necessary if sufficient numbers of new doctors of high
quality-so sorely needed-are to be attracted to the service.

MERIT, NOT SENIORITY

Recruiting new. good doctors is of such importance in any program for improv-
ing veterans' medical care I would recommend:

IV. Substantial increases in salaries of doctors, nurses, technicians, and others
in the new medical service; a promotion system based on professional ability and
skill against waiting in the line of seniority; freeing doctors of needless paper
work through more efficient hospital administration; ample opportunities for
doctors to grow professionally through postgraduate and refresher studies and
through effe('tive ties with centers of medical education and skill; the establish-
mient of ample research facilities and encouragement of research by veterans'
doctors.

Among the matters which should be include I in the impartial study by the
medical committee are:

PSYCHIATRIC NEED GREAT

1. A psychiatric program, both immediate and long range. This is, perhaps, the
field where there is the widest gap between need and established medical facilities.
Already several hundred thousand so-called psychoneurotic have been discharged
from the armed services. (One out of every four or five appearing before selective
service was rejected for some type of mental disease or nervous defect.) Yet in
the entire country there are reported to be only about 3,500 trained psychiatrists,
many of them in the service. Included in any long-range, psychiatric program
should be plans for training a vastly greater personnel over the years; stimulated
research; and a Nation-wide network of out-patient clinics, since most psycho-
neurotic ills can be tHeated without hospitalization. As an immediate measure
quick training programs can be given, following the example of what the Army has
done in the war.

2. Establishment of a system of interships and residences in veterans' hospitals.
3. In place of the present medical organization so largely geared to hospitaliza-
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tion, to develop a more flexible system of medical care which will include greater
emphasis on out-patient clinics for veterans who do not need hospitalization ; more
extended use of local physicians and medical facilities; rehabilitation centers,
sheltered workshops, and other modern developments.

NEW HOSPITAL CONSTRUCTION

4. Revise the program of future veterans' hospital construction to allow for this
new flexibility and for the goals of the new Veterans' Medical Service, with modern
research facilities and with veterans' hospitals located so that closer contact can
be maintained with established medical centers. Veterans' hospital construction
must be integrated with new civilian hospital construction.

5. Shatter the hopeless defeatism that now prevails in the treatment of veterans
who have been paralyzed through wounds to the spinal cord or key nerves. With
the best modern care, it has been demonstrated, many patients now diw'carded to
hopeless invalidism can be enabled to move about on their own and even become
self-supporting.

6. Determine how to insure that the latest scientific and medical techniques are
introduced in the treatment of every ailment.

LIAISON WITH MILITARY

7. Effective liaison between the new Veterans' Medical Service and the medical
branches of the armed services. At present no liaison worthy of mentioning exists.
Among the benefits would be the prompt funneling into the veterans' service of the
latest medical advances developed during the war; the timing and organization of
all medical discharges; coordinating medical records so that unnecessary duplica-
tion in records and examination can be eliminated. While the new Veterans'
Medical Service is being reformed, you may want to devise a program by which the
wounded will be kept under military medical care for a longer period. Arrange-
ment could be made to give these wounded any necessary veterans' benefits.

REDUCE "PENSIONITIS"

8. Examine the present pension system, both in administration and legislation,
to eliminate or reduce deterrents to full recovery or incentives to malingering,
while still retaining just compensation for disability. I am informed by many
doctors that in certain cases benefits do the patient more harm than good, by
encouraging so-called pensionitis. No veteran should be deprived of any pension
or benefit rightfully due him. But surely a system can be developed which will
give the veteran his Just allowance and still not hamper hs physical recovery.
Perhaps no aspect of veterans' medical reform is more important. Many so-called
phychoneurotics could be left mental cripples for life, as if victims of botchy
surgery, by an unwise pension and benefit system. This matter profoundly affects
the whole of veterans' medical care in that it tends to breed cynicism and defeatism
throughout the organization.

9. Study the problems raised by distinctions in medical care between disabilities
which are service connected and those which are nonservice connected.

10. The Veterans' Administration's part in the artificial-limb program. One
thing I would like to see done is to have a continuous, progressive, limb-replace-
ment program, since designs will steadily improve. A contact system should be
set up now for all amputees--15,000 at present. This will speed replacements
and aid in checking on the performance of various types of limbs, contributing
to research and improvement.

DECENTRALIZE VEM\0.NS' AGENCY

On the nonmedical side of the Veterans' Agency I would recommend:
V. That a similar, small, fast-working committee of impartial experts be named

to review all nonmedical matters to formulate recommendations for simplifying,
modernizing, and decentralizing the operations of the agency.

This committee should go into the speeding of payments of every kind while still
protecting the public interest. Doubtless you have seen complaints of delays in
settling death claims and disability pensions; of veterans who have protested
that they were forced to leave school because their checks for living allowances
did not come through. The enormous volume of veterans' laws needs codifying;
the mass of regulations simplifying. I woitd turn this committee loose on each
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and every program in your agency. One looming problem will be the peacetime
conversion of the life insurance held by veterans. With its $136,000,000,000 of
face-value policies, the Veterans' Administration runs the largest insurance
business in tie world.

Once this committee bad completed its immediate tasks, I would have it set up
as a permanent group constantly reviewing and simplifying procedure. In opera-
tions of such magnitude there must be an unceasing battle against creeping red
tape and needless paper work.

OVERHAUL GI RIGHTS

VI. The so-called 0I bill of rights should be overhauled, particularly regarding
GI loans. whose provisions should be made effective over 10 years instead of 2,
the percentage of guaranty raised, and working capital provided.

Congress is quite alert to the need for such changes, and I believe swift cor-
rective action can be had if you use your executive ability to bring together the
best thoughts of the executive branch on these matters with those of the Con-
gress. I would suggest, therefore, that you name several persons to make an
extensive study of all the numerous features of veteran legislation that need
amending and to work with Congress on this whole matter.

As an example of how loosely drawn some features of the GI law are, under
the act each enlisted veteran is authorized to borrow for either the purchase
of a home or farm or to go into business, but this must be done in 2 years. The
Government will guarantee $2,000 of such loans. Let us say, the unguaranteed
portion is another $2,000 or $4,000 in all. If one-half the 10,000,000 eligible vet-
erans take advantage of it, that means $20,000,000,000 of borrowings. Think of
that pressure going into the market for homes, farms, or businesses in 2 years.
What a harvest high-pressure salesmen will reap unless the time is extended.

Spread over 10 years the GI loans can serve as a stabilizing force, humanly as
well as economically. Many veterans may prefer attending school before buying
a home, farm, or business. Others, who plan on going into business, will have a
better chance to succeed if they first gain experience by taking a job in the
particular line.

For veterans really to be helped into business, the present 50-percent guaranty
on business loans is too low. In New Jersey, a 90-percent guaranty is provided
by State law. Much of the red tape that has proven so frustrating to veterans
can be reduced by devising a system by which loans are made virtually automatic
,in approval by the local bank.

PROTECT AGAINST INFLATION

Extending the time limit of veterans' loans to 10 years will go far to relieve
restrictive effects of the requirement in the present law forbidding loans where
the purchase price is above reasonable normal value. This provision was put
into the bill to guard veterans against purchasing properties at inflated wartime
levels, only to have to repay these debts in deflated dollars. In wartime markets
it is not easy to find properties that have not lie ome inflated above their revlsori-
able normal value. Over a 10-year period, market values should tend to be mo:e
normal.

GI TAX IN('ENTIVE

It is no b(-teflt to the veteran to give him a loan he cannot repay, chaining him
to dedt like a galley slave. At current tax rates few new enterprises could be
made to pay for themselves in any reasonable period. I would recommend to the
Congress:

VII. That an incentive tax of 25 percent less than the normal rate be given
veterans opening new businesses, this difference to be applied in repayment of
their loans up to $25,000.

I feel this special tax incentive for veterans necessary because, with the pres-
sures for inflation that now prevail, it would not be safe to embark on too drastic
a general tax reduction at this time.

ONE HOME:LOAN PLAN

With home loans, veterans are finding the law confusing In that two different
methods for home financing are embodied in the law, each having certain ad-
vantages. The best In both plans should be merged into a single arrangement
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which comes closest to meeting the nTeds of the veterans, with a flat 4 percent
interest rate, payments spread over equal monthly installments, sound aipraisal,
and mortgages fully guaranteed by the Government. ihe entire program should
be administered by the National Housing Administration. This would relieve
the veterans' agency of one of its many-enough jobs. The scale of 1.ossible
veteran home borrowing may be quite large and should be unified with other
housing programs.

Some of the educational provisions need tightening, as providing adequate
protection against fly-by-night trade schools which may spring up to exploit the
veteran. In some States so-called sectnd-injury laws are proving an obstacle to
the employment of disabled veterans. This should be corrected.

STUDY ADDITIONAL BENEFITS

The matter of additional benefits for veterans and their families could be made
part of this legislative study. I know it would come as a shock to the American
people to learn that we have not treated our veterans as generously as some
other countries have theirs. A study comparing the GI provisions of the United
States, Britain, Canada, New Zealand, South Africa, and Australia has been
prepared for me and I shall send it to you.

The question of including merchant seamen under veterans' benefits could
be part of this legislative study.

NO SUPERSALESMANSHIP

One final recommendation of great importance--veterans must be protected
against supersalesmanship designed to sell them everything and anything. It is
most necessary that in each community the veteran be able to get proper advice
in making his plans, in borrowing money and its expeliture, in deciding on
education and employment. It was my hope that the all-in-one centers in the
communities would fill this need. If not, it should be provided in another way.

In conclusion, I extend to you my best wishes and whatever assistance I can be
in the future. In many ways the success in meeting the problems of the return-
ing veteran will be the acid test of our democracy. For we have here a matter
in which there is no question of what our people would like to see done. What
is at question is our competence to carry out obligations which all of us recognize
and wish to see fulfilled. We must not fail the veteran-for then we fail our-
selves. We fail our Nation with its heritage of greatness which is the challenge
to all the world. We must show that our political and economic system which
met the test of war so magnificently can be turned as effectively to the solution
of human problems in the return to peace.

Sincerely yours,
B. M. BARUCH.

THE NATIONAL ACADEMY OF BROADCASTING.

Wash inugton, D. C., September 21, 1945.
Hon. W. F. GEORGE,
. Chairman, Senate Conmmittee on Finance, Washington, D. C.

My DEAn MR. GEORGE: The National Academy of Broadcasting, a studio of
which I am director, has been accepted by the District of Columbia Board of
Education as a school where veterans may be trained.

Because I know the Senate Committee on Finance is anxious to learn the
truth about the practical application of the original bill now in the process of
being amended, I submit a concrete case for your consideration.

Here is the story of the experience I have had, showing that either the original
law or its local interpretation makes training of veterans financially impossible.

The National Academy of Broadcasting, a studio school in Washington, D. C.,
which teaches broadcasting technique, this past year had many applications
from veterans who claimed that they could'choose the field of study they de-
sired and have the tuition paid for by the United States Government. The
school accordingly brought the matter up before the lo1 board of education
and secured tho approval required after two delegations representing the board
had investigated the training given. Letters from all over the United States of
America were sent in showing the types of positions graduates h- d obtained.
The school registered the amount of its usual fees with the Veterans' Adminis-
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tration and everything seemed to be "all set" for the educational rehabilitation
of th, se veterans who wanted to get into the field (f broadcasting.

A statement of the amount of tuition to be paid was sent in for one veteran
who) had been advised by the local office that he could study at this particular
school. To prepare himself through concentrated study for a position as an-
nouxwcer, he was to study: Announcing (30 hours), radio drama (20 hours),
speech and dition (12 private lessons), music continuity writing (10 hours),
and foreign language pronunciation (10 hours).

The school was then requested to fill out a form telling exactly how much
the veteran would have had to pay if he had studied for 34 weeks and how
many semester hours he was taking, also how many hours he was in attendance
each week. (See sample of form enclosed.)

Although the questions were not applicable to the type of school where courses
were given in 10t-hour terms and much of the work done in private lessons or
small groups, the questionnaire was answered on the basis of an estimate. Then
the jolt came.

According to the law it seems that each student was supposed to be in actual
attendance in class rooms for 25 hours each week in order to get the $500
promise-which, was also to cover incidentals, such as books, supplies, laboratory
fees, etc.

Now it happens that professional schools and colleges for adults usually
require 15 or 16 hours of class-room attendance with a corresponding number
of credits given. Twenty-five hours a week is not even allowed in a reputable
school. Only schools on a grade-school level or schools where practice in me-
chani'nl skills is necessary or extensive laboratory work is required demand
longer hours.

S,) you see, when tuition is prorated on the basis of the impossible figure of
25 hours a week (a total of 850 hours), the $500 is almost cut in two.

In the case of the veteran in question who took up the various courses in
broadcasting technique-under skilled teachers and in professional studios-
the actual amount allowed by law for books, recording, and instruction was.
only $52.94. Since books were $12.50 and recording $25, the school actually is
to receive only $15.44-and this, mind you, for 12 private lessons, plus 20
hours of instruction in radio drama in a professional studio, 30 hours announcing,
10 hours foreign language pronunciation, and 10 hours of music continuity
writing.

Too cap the climax, the studio was requested to fill out a voucher stating the
examct number of months studied and the charge per month. It turns out that
the veteran in question received instruction over a period of 2.4 months and
that the amount allowed per month is $r).433 for services rendered (the cost
for buioks and recordings having been $37.50). V'ben we use a little higher mathe-
matics we discover the school is being paid at the unique rate of 16 cents an
hour. (As yet the school has received no compensation whatsoever from the
Government.)

Most (f us have seen the moving pictures in which returned veterans are
seen studying violin, aviation, etc. The questions comes to mind: "What school
is able to teach music or aviation or photography or any one of several specialized
subjects at 161/ cents an hour?"

Obviously, the Senate and the House will have to amend the law if it is to mean
anything. Boys-like the veteran just described-who have given 4 years out of
their lives and have been wounded and hospitalized, possibly, as he was, are
goinl- to demand that the promise of education given them is not a hoax.

M st private schools, I am told, have given up trying to operate at a loss. They
fee how impossible it is to accept $15.44 for something that actually costs them
nearly $100. Several veterans who have studied at this same studio have said,
"Bother the red tape. I'll pay my own tuition." Here are some questions to
ponder: Should the bill have been drafted by educators instead of lawyers? Is
the veteran actually supposed to say, "Oh, bother the red tape," and then pay his
own tuition or else go without the training promised, or is the bill intended pri-
marily to apply to secondary and trade schools rather than professional schools?
Evn then can any school accept 161/ cents an hour?

The veteran under discussion has a rewarding position as announcer and news-
caster on a local station and he can pay for his educational training, but what
will the reaction be when other boys returning find out the real situation?

In my opinion, the proposed amendment should take care of full payment for
short intensive professional courses which prepare veterans for jobs in record
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time, and it should also call for a simplification of method In handling educational
problems.

Frankly, secretarial work involved in this on( C;ise discussed cost well over
$20. I have had to fill out forms that do not apply to the situation---spending
long hours myself.

Two fornis are enclosed. The standard Form No. 1034a, which reduces the
veteran to an item and asks for the cost per month at the ludicrous rate of 161k
cents an hour, Is more or less absurd when viewed objectively.

If my presence at a hearing would be in any way helpful, I should be glad to
appear.

Most respectfully yours,
ALICE KEITH,

Director, National Acadcmy of Broadca8ting.

COPY OF STATEMENT SENT ON MARCH 22

Mr. J. M. MACCAMMON,
Chief, Vocational Rehabilitation and Education Division,

Washington, D. C.
DEAR MR. MACCAMMON: Mr. Cox is now studying at the National Academy of

Broadcasting. Below is a statement covering his tuition, and cost of books and
recordings:

Private lessons, 1 hour each (12 hours) ----------------------------- $40. 00
Generid broadcasting, 4 hours per week (30-hour course) -------------- 45.00
Foreign language pronunciation, 1 hour per week (10-hour course) ------ 15. 00
Music Continuity, 1 hour per week (10-hour course) ------------------ 15.00
Drama, 2 hours per week (20 hour course) --------------------------- 25. 00

Total, 9 hours per week ---------------------------------- 140. 00

How to Speak and Write for Radio 3.00
World Words --------------------------------------------------- 3.00
What We Hear in Music ------------------------------------------ 2. 75
How to Write for Radio ------------------------------------------ 3, 75

12.50
La) fees, records and studio timc ---------------------------------- 25.00

Total account ------------------------------------------- 177. 50

N. B. -(Certainly these fees are not exorbitant and by no stretch of the imagina-
tion could $15.44 be called adequate compensation for services rendered.

ALmcE KErrH.

Senator JOHNSON. We will start in the morning at 10 o'clock.
We expect Mr. Omar B. Ketchum and Mr. Millard Rice to be here.
The committee stands adjourned.
(The committee adjourned at 4 p. m.)
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UNITED STATES SENATE,

SUBCOMMITTEE ON VETERANs' LF IsIATIoN
OF THE COMfMITTEE ON FINANCE,

Washington, D. C.
The subcommittee met at 10 a. m., pursuant to adjournment, in

room 312, Senate Office Building, Senator Edwin C. Johnson (chair-
man of the subcommittee) presiding.

Present: Senators Johnson (chairman of the subcommittee), Lucas,
and Millikin.

Senator JonNsoN. The subcommittee will be in order.
Mr. Ketchum representing Veterans of Foreign Wars.
You may proceed in your own way, Mr. Ketchum.

STATEMENT OF OMAR B. KETCHUM, NATIONAL LEGISLATIVE REP-
RESENTATIVE, VETERANS OF FOREIGN WARS OF THE UNITED
STATES

Mr. KETCHUM%. Mr. Chairman, and members of the committee, the
Veterans of Foreign Wars of the United States, composed of more
than 1,000,000 men who have served on foreign soil or in hostile waters
during America's wars, campaigns, and expeditions, including some
700,0(10 men of World War II, is -one of the oldest veteran organiza-
tions in the United States.

It has just concluded its forty-sixth annual national convention in
Chicago, Ill., where the officers and delegates adopted some very perti-
nent resolutions on changes believed to be necessary to the satisfactory
and successful operation of Public Law 346, Seventy-eighth Congress,
the Servicemen's Readjustment Act of 1944, and often referred to as
the GI bill of rights. Inasmuch as the Veterans of Foreign Wars
plIayed an important part in sponsoring this act in the Seventy-eighth
Congress, it believes it has the right to criticize weaknesses and rec-
onmend changes.

As the duly authorized spokesman for the Veterans of Foreign
Wars, I appreciate the courtesy and opportunity to appear before this
committee and offer the suggested changes which our organization has
approved and which are based upon complaints received from eligible
veterans by our service officers, posts, departments, and national
headquarters..

I H. R. 3749, S. 742, S. 866, S. 487, S. 781, S. 826, S. 850, S. 974, S. 1031, S. 1324, S.
738, 8, 795, S. 1202, S. 291, and S. 1176.
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I do not wish to impose on the valuable time of this committee by
reciting the history of the so-called GI bill, or attempt to analyze the
intention of the (ongress at the time it was enacted. Sutiicient to
say, it is not perfect and will probably never be perfect and completely
satisfactory, but experience has proved that some changes are desiral)le
and should be made. We do not profes to a full solution and oily
hope to point out some principal obActions.

With the exception of the loan provisions of title III, and some
minor changes in education aid in title II, the act seems to be working
fairly well. The bulk of the complaints received are in connection
with the loan provisions.

Frankly. the act has been oversold, and as the Administrator of the
Veterans" Affairs. General Bradley, has so ably pointed out, an im-
pression has been created among servicemen that all they have to do
is to take their discharge certificate to some place and be handed
$A000. Whcni they discover it is a loan which must be repaid and
which requires most of the usual conditions to obtain it, naturally
there is a sharp disappointment and much "bitching."

There comes to their minds the question as to whether the somewhat
doubtful privilege of going into debt is really a veteran benefit. When
you add to that the inability to obtain a loan-even if they want to
take a chance-because of restrictions and regulations, well, the fat is
in the fire. Consequently, the act is up for reconsideration and the
Congress is torn between those who want to stretch a loan into a
gratuity and those who wish to so protect the veteran and tie him
to apron strings that he would need the credit of a Rockefeller or
Ford to obtain a loan.

As we see the picture, the Congress is confronted with the alternative
of abandoning the loan provisions entirely and enacting liberal ad-
justed-service pay such as incorporated in H. R. 127, or reverting to
an insured loan feature which permits as much latitude as possible to
the veteran and the lender, with a minimum of Government control,
but with due regard to the inherent meaning and integrity of a loan.

In other words, if the veteran and the lender are satisfied, and the
Government does not provide too much protection for the lender which
would encourage wildcat and unsafe loans, that it about all which can
be done. It is either that or throw the loans out the window and
enact adjusted-service pay legislation.

In the proper sequence, I will offer the VFW suggestion on
changes in the loan -provisions if they are to be retained. In the
order of the titles of the Servicemen's Readjustment Act of 1944, the
following changes are recommended:

TITLE I

Amend section 200 (a) to make clear the definition of "paid full
time accredited representatives of the veterans' organizations specified
in section 20 of the act of June 29, 1936 (Public Law No. 844, 74th
Cong.)" shall mean persons employed full time and paid by said
organizations.

TITLE II

Amend to provide-
1. A period of 5 years after discharge or termination of war, which-

ever is later, in which to apply for educational aid.
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2. No age limitation on educational aid-which, of course, means
that we recommend the elimination of the present or existing 25-year
limitation on interruption or interference of the educational program.

3. Payment of maximum tuition and other fees for courses less
than an ordinary school year in approved schools or institutions.

4. Privilege of enrolling for approved correspondence courses.
Senator JOHNSON. At that point, are you going to discuss these

points later?
Mr. KETOHUM. Mr. Chairman, I am making these points now and

will be glad to discuss them later if there is any question on them.
Senator JoHNisoN. At the proper time I would like to have your

arguments for your suggestion on title I.
Mr. KETCHUM. All right, sir.
Senator JOHNSON. And also your point No. 4 under title II.
Mr. KETCHUxi. All right, sir. If you will make a little check mark

on these that you would like to have clarified or explained, I will com-
plete the statement and then be glad to go back and explain our posi-
tion and why we are suggesting the amendments.

Senator JOHNSON. Proceed.
Mr. KETCHUAL 5. Privilege of enrolling in vocational and profes-

sional courses requiring training in excess of 4 years.
6. Increased training allowances: (a) No dependents, $75 per

month; (b) dependents, 100 per month, plus $10 monthly for each
dependent over one.

I would like to add as a comment there that we realize that it would
be unfair to increase the allowances to the able-bodied who are eligible
for training under 346, and at the same time make no provision for
increase for those who are disabled and who come under the provisions
of Public 16, and for that reason, while we understand Public 16 is
not up for discussion, we. are recommending that under Public 16
the same rates of training allowances apply as would apply under our
recommendations here, and in addition to that they be permitted
to receive or draw whatever compensation or pension they are other-
wise entitled to.

That would be in addition to the flat-rate training allowance
provided in this recommendation.

Senator MILLIKIN. How does your suggestion on the increased
training allowance work where a serviceman marries a servicewoman'?
Does each get the basic amount?

Mr. KETCHUM. You have a good question there, Senator.
I would assume that where an eligible female veteran and an eligible

male veteran are married, and both decide to take educational train-
ingthat is the situation you have in mind?

Senator MILLIKIN. That is right.
Mr. 1KETCHUM. Frankly, there is a problem there all right. Some

adjustment probably would have to be made in that case, or the full
payments would have to be made to each one of them.

Our legal counsel, Mr. James W. Cannon, suggests that if one should
happen to be going to a schobl in one State, and the other one going
to a school in another State, then there would be the individual prob-
lem, and each one would require subsistence, and in that case the indi-
vidual amounts would apply. But if they were both living together
and both attending the same school, you would have another problem.

Senator MILLIKIN. I would be inclined to believe a flat-rate pay-
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mont, that where a male veteran married a female veteran,. Qey Would
be both eligible and they would both have to receive this allowance.
I don't know how many cases such as that would occur.

Senator JoIiNsoN. Probably not many.
Senator MAiLIIN. I have no set views on that. I just. raised that

quest ion.
TITLE M

Mr. KETCHUM. Amend by striking out entire title III and substi-
tuting therefor the attached revised draft as a new title III.

As explained earlier in this statement, the substitute draft for title
III proposes an insured-loan plan, which insures the lender in an
amount not to exceed 75 percent of the net loss, but in no event shall
the aggregate amount insured, with respect to one veteran, exceed
$3,00'

The customary safeguards on insured loans are incorporated, but
it is believed these loan provisions will provide the widest possible
latitude between veteran and lender, with a minimum of Government
control, yet does not afford undue protection to the lender in encourag-
ing wildcat loans at sole Government risk.

It is also suggested that the existing system of independent apprais-
als be maintained. It is further recommended that regulations be
amended to provide that where a veteran has made a deposit on a loan
application and said application is disapproved by the Veterans'
Administration, refund of deposit shall be made either by the lender
or the Veterans' Administration.

Senator LucAs. Mr. Ketchum, what is the situation now with respect
to that

Alr. KETCHUM. Senator, we have received several complaints where
veterans have put up earnest money or deposit money, or faith
money in making application for the loan where the lender himself
has agreed to make the loan and then when the loan goes over to the VA
for approval, it is rejected and the veteran, in some instances, is un-
able to recover his initial deposit.

We are receiving many complaints that that has happened. We are
trying wherever possible to educate the veteran seeking a loan not
to put up any deposit money or earnest money or faith money, until
after the loan has been approved by the Veterans' Administration.

Some of these boys are holding the sack after their loans have been
rejected, they not being able to recover their money because they put
it up, perhaps as an option or as earnest money, or as faith money,
in making the application for a loan.

Senator MILLIKIN. I would like to ask your legal counsel a question.
Isn't there a legal question as to whether they have a right to in-

terfere with this contract made between the lender and the serviceman?
Mr. KETCIJum. That is why I said the refund of deposit shall be

made either by the lender or the Veterans' Administration.
Mr. CANNON. That is not in accord with the GI bill as it is in-

terpreted, but we find that real-estate' men, and persons who own
property seeking to sell it to veterans, do take from them earnest
money. They importune them to make a down payment and then,
as anyone with legal experience knows, it is difficult, in real estate
transactions to bring about the return of the money.
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Senator MILLIKIN. If the Veterans9 Bureau were to return those
deposits, would that not encourage the very thing we are trying to
solve?

Mr. CANNON. Well, I believe something should be in the act to the
effect that no earnest money shall be demanded or paid.

Senator MuLIJKN. If the lender intends to take advantage of the
guaranty.

Mr. CANNON. That is right.
Senator MILLIKIN. I think if you tie it up that way you would have a

legal basis for that kind of a provision.
Mr. CANNON. I think something of that tenor should be injected

in the bill, so that it would be understood that they were violating
the law if they took advantage of a deal falling down.

Senator LUCAS. In the Bridgeport plan, there was never a dollar
put in, as I undestood it, by the veteran until the deal was completed.

Mr. CANNON. That is right. That is my understanding of the
way it should be.

Senator LtTcAs. But if you put this on the Veterans' Administra-
tion, then, as the Senator from CoJorado aptly pays, you would
encourage i lot of these fellows to make these contracts with the
realization that even the veteran wasn't going to lose at all.

Mr. CANNON. I think Mr. Ketchum stated the legal aspect of it
wrongly. I say something should be injected into the act to the
effect that no earnest money should be paid or received.

Senator Lucxs. I think you have a good point. Certainly there
are a number of people hanging around the corner waiting to take
advantage of the veteran.

Mr. KETCIIUM. I might say that the recommendation I made on
that matter was based on a resolution which was recently adopted at
our national convention in Chicago.

In other words, the situation had become so acute in some States
that our organization was worked up about it, and they brought in
resolutions demanding that something be done. The text. was to
the effect that the regulations be amended either to force these
lenders to return the money, or for the Veterans' Mdministration
itself to do it.

Senator MIITAKIN. Have you prepared a draft?
Mr. CANNON. I would say that it is administratively impossible

for the Veterans' Administration to take care of it. I think it should
be in the act. The practice in real-estate deals is to demand this,
and it is hard for the real-estate man to get away from trying to
get a little money at the beginning of the transaction.

Senator LucA*S. I am wholeheartedly for the objective that is
raised. It is just a question of being able to write the language to
meet the situation as it exists.

Mr. KETCIUm. That is right.
Mr. Chairman, I have a few copies of the draft of a revised title

III, which we are suggesting to replace the existing title III. I
submit here for the record the original, and I have a few extra drafts
which I will be glad to give to the individual members of the com-
mittee. It is very lengthy, and I don't think you want me to take
the time to read it.

223



AMEND SERVICEMEN'S READJUSTMENT ACT OF 1944

Senator JoHn-soN. Whem we undertake to work out the' amended
bill, this draft will prove very helpful to us, and we wil have it
before us. I don't think it is necessary for you to read it now unless
there is a point you want to explain.

Mr. KETC1HUM. No. I have Mr. Cannon here, our legal cottnsel,
who is familiar with the legal interpretations of it, and he will be
glad to answer any questions on it.

Senator LUCAS. Can you very briefly give the committee the differ-
ence between your draft and the one submitted by the Veterans' Admin-
istration. Just briefly. I don't want to take too much time on it.

Mr. CANN- -ON. I will endeavor to do that.
One purpose is to reduce the amount of red tape in the Veterans'

Administration. I think you gentlemen know that a bank at the out-
set will be the one that will make the loan and do all the preliminary
work.

Under our bill, we tried to bring back to the thing the loaning fea-
tures of it with approval only in the Veterans' Administration, coupled
with supervisory appraisals by men selected by them.

Now. the point was very well brought out here as to the difference
between reasonable normal value and reasonable market value. After
all, it is the opinion of an- appraiser in the locality acquainted with
real-estate values, in whatever locality he does business, in the munci-
pality or village where he carries out his business. I think it is going
to finally be up to the appraiser what that value is, whether you call it
normal value, reasonable market value, or the like.

I have had some 25 years' experience, 5 or 6 of them in intense
appropriations work, where I had to make use of appraisers. I had
fo make use of appraisers in many localities over a period of 4 years
in a street-widening project covering probably 2,800 pieces of property.

Appraisers will testify high, and they will testify low, depending on
which side they are on. If you get them to look out for the real value
as they feel it to be in respect to the property, where they are hired,
where they know they are hired by the VA, I think they will give what
is more nearly the real value of that property in their estimate of its
value.

Senator LucAs. Would you only use one set of appraisers?
Mr. CANNON. Well, I would vary it. I would possibly choose, in a

city of 150,000, maybe 10 or 15 real-estate men to act as appraisers
and vary the cases among them.

Senator LuCAS. The point I am making is this, after they have made
the appraisal would you follow it up with another?

Mr. CA NNON. No; not unless the bank wanted to do it.
Senator Luc'As. As I understand, what they are doing and I again

refer to what they are doing in Bridgeport, the bank sends out its own
appraiser and the Veterans' Administration checks with their organiza-
tion.

Mr. CANNON. I think that is all right. I was saying that the veteran
should havelan appraiser to make an appraisal, but the bank will make
one anyhow.

Senator Luc-%s. The thought occurred to me, as I listened to the
testimony of the witness from Bridgeport as to what that bank is
doing up there in the way of, mo e or less, philanthropic work. In
other words, the witness gave an example, as I recall, about sending
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out a civil engineer to make a survey of a certain property, and the
engineer discovered that 6 feet of the garage on this property was
over on the next man's lot.

The thought occurred to me, who is going to pay for that type of
service? You can't get civil engineers to go out and do this work for
nothing. It so lhappens that you hiAve there a situation where the corn-
munity is making the. payment for services of that character, bit I
doubt if you are going to be able to get that type of service throughout
the United States.

Mr. CANNON. I don't think you would. I think that would be addel
into the cost of the loan, without a doubt, in 99 cases out of a hundred.
I don't- think you will get municipalities to go to that length or indivi-
duals. You will in some isolated cases.

Senator Ltcxs. The Federal Government migh do something in the
way of appropriation of some kind, perLaps to take care of that end of
the detail work in order to get it done properly.

Mr. CANNON. In an extraordinary case where you find an overlap-
ping of the structure on the property of another man and you try to
clear the situation up, that is going to require more legal and engineer-
ing work than otherwise.

Senator LUCAS. I am talking about the initial cost that was assessed
against the veteran. In this case they were paying it themselves.

Mr. C.NNoN. From a legal standpoint, that would be up to the
person who was seeking to sell the property; it would be his duty to
clear the title. That is what we usually do.

There is another feature. The bill as it exists, uses the word "guar-
anty." The Veterans' Administration in their regulations have inter-
preted that. after conferring with bankers and insurance companies,
and also checking many cases and there is a difference of interpretation
in the different jurisdictions throughout the United States, they claim
thai the majority of the jurisdictions use the word "guaranty" to mean
that it guarantees the full losq and not the pro rata loss, the way the
bill reads and the way the debate, at the time the bill was under con-
sideration, showed Conrtess intended it to be.

Now, we have used the word "insuring" in our bill, as submitted.
We think that "insuring" the loan on a pro rata basis has a tendency
to make the loaning institution a little bit more careful and a little
bit less lenient in the granting of a loan, because if the pro rata
reduction of the loan by the man who received the loan is carried
into the amount which the Government will be responsible for as the
loan is reduced, then they necessarily are going to be more circum-
spect in what they do in granting a loan., and not grant it too gen-
erally, as has been mentioned here a lot of times.

I think that is a deterrent on the bank. and the proper language
should be used in the bill. .As it is, the Government has to stand a
$2.000 loss. If the loan has been reduced 10 percent, the guaranty
of the Government, or insurance pro rata should be reduced 10 percent.

I think that is a deterrent, the use of insurance instead of "guar-
anty" because of this interpretation by the various jurisdictions. It
is more of a deterrent on the lending agencies to be more careful, and
will tend to keep them from granting loans and getting the veteran
into the purchase of property where there is every reason to believe
that he is going to make a failure of it.
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Mr. KETCIvItm. I think you might add there, Mr. Cannon, that we
have increased the total amount that can be insured. That is, up to
$2.000, we say it should go up to $3,000 on the insurance feature,
which will make for some better types of loans that some of these
veterans may' need, and at, the same time you are not granting too
much protection to the lender to encourage him to make unsafe loans,
but on the other hand you are eliminating, insofar as possible, com-
plete Government control over that loan which has been the stumbling
block in the past. VA approval of the loan, based on reasonable
normal value has prevented many, many loans from being made.
As I explained earlier in my statement, what we are attempting to do
is to maintain a loan which gives the widest possible latitude to both
the veteran and the lender with a minimum of governmental control,
and yet does not encourage the lender to make unsafe or wildcat
loans at the risk of the Government.

If you are going to preserve the loan features, you have got to go as
far as reasonably safe in liberalizing these loan provisions. As a matter
of fact, they will never be satisfactory as long as it is a loan that has
got to be repaid. Many veterans will never be able to make a loan and
they are going to feel that they have been cheated.

MIr. CANNON. Mr. Chairman, there is another suggestion, not in-
cluded in our suggestions, and that is this: Those of you who are
lawyers know that if a property is foreclosed, the appraisal on it is
low. and in most jurisdictions the lending agencies can buy it in at
two-thirds of its appraised value, and they take a deficiency judg-
ment against the owner or successor owner.

I think that if there were injected into the bill a proviso to the
effect that where property is security for the loan, that it will be the
whole security, and if a foreclosure is taken, that there cannot be
taken back against the veteran a deficiency judgment for the differ-
ence between what the property is sold for and what he owes.

I wouldn't say that most States have it, but a great many States
have come to that, that there can be no deficiency judgment, and I
think that if that were injected into these loans, it would be a further
deterrent and would save the veteran from getting foolish loans
granted by banking institutions.

Banks and savings and loan institutions may not like it but I think
it is a very good thing, because I would say that in 95 percent of
the cases where deficiency judgments are taken they never are col-
lected.

Senator LucAs. Let me see if I understand your proposition by this
example.

Assuming a property sold for $9,000. There is a loan of $3,000.
Mr. KF:i'ru- 1. Insured up to $3,000.
Senator LucAs. Insured up to $3,W0. A foreclosure is taken, and

the property is sold for .'(,000. Under ybur theory the Government
would stand to lose $1,000 and the fellow that made the loan would
stand to lose $2,000. Is that right?

Mr. KETCHUMf. No, sir.
Mr. CANNON, . No. If there was a reduction by the owner of the

property before the foreclosure came, then the liability of $3,000 that
attached under the loan would be reduced pro rata. Under the
insurance feature of the bill, if you had a loan for $9,000, and pre-
suming that it was reduced $1,500, and there was a foreclosure, and
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it sold for $6,000, the property would be down then to $7,500 from
$9,000; it would have been reduced $1,500. There would be a $1,500
loss.

Under the guaranty provisions today, the Government would have
to pay that $1,500 loss. Under the provisions of this insurance, that
$1,500 liability would be pro rata reduced by the reduction. Say a
hundred dollars, or whatever the percentage is to the whole.

Mr. KETCHUM. Seventy-five percent.
Mr. CANNON. It would be applied to the $1,500.
Senator JonNsoN. If the Government should lose $3,000, the lender

must lose $1,000; is that right?
Mr. CANNON. Not necessarily. He doesn't necessarily lose any-

thing. There is no change in that feature of it.
Senator JOHNSON. He would lose a thousand dollars under your

proposal?
Mr. CANNON. Oh, yes; under the 75 percent, he would lose a thou-

sand dollars; he would have to before the Government's full $3,000
comes in.

Senator JoiiNsoN. You are comparing that with H. R. 3749. Un-
der existing law, the Government could lose $2,000; and the lender
wouldn't necessarily lose anything.
Mr. CANNON. That is right.
Senator JOHNSON. And you think that because he would have the

25 percent interest in all of the loan that he would be more careful
about the loan?

Mr. KETCHUM. That is right.
Senator JOHNSON. In other words, at the present time he has a first

mortgage as against the Government's second mortgage?
Mr. KETCHUJM. That is right.
Senator JOHNsoN. And while the property may be safe over and

above the amount that the Government puts in, under this new plan,
he would stand to take some loss?

Mr. KETCHUM. That is right. The Government could never lose
the maximum of the insurance without the lender also losing propor-
tionately, and there would have to be a total loss, as I see it, of $4,000
before the Government could lose its maximum of $3,000 insurance.

Senator JOHNSON. Yes. It seems to me that that is a very sensible
and realistic provision.

Mr. CANNON. We figure it is a balance, or deterrent to the lending
agency to be too optimistic in these loans.
Senator JOHNSON. If the 75 percent is the right ratio, it seems to me

that it is a good formula.
Senator MmiLKIN. Mr. Chairman, may I back up just a little bit

and ask this question? Where does this down payment, at which point
in the proceedings as they are conducted now, does the expense of title
opinion and those general service charges come in?

Mr. KETCHU'M. I couldn't answer that.
Senator MILLIKIN. I am talking about the way they do it now.

Supposing I go out and see a house that I like and I want to buy it.
I go to the bank; I talk it over with them. I assume that they send
an appraiser out to take a look at it, and he comes back with his opinion.
I am not clear just what expenses are incurred in getting a title
examination.
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Mr. CANoN. That would come after the application has been sub-
mitted to the Veterans' Administration and has been approved.

Senator MILLIKIN-. It is tentatively approved, subject to title search?
Mr. CANNON. That is right.
Senator MILLIKrN. So that the down payment really has no purpose

exeppt as earnest money?
Mr. CANNoN. That is right. In fact, it has no purpose at all in

this character of loan but, from practice, it is usually sought by real-
estate men or the owner.

Senator Mn~mIN. It occurred to me on further reflection that that
might include some legitimate service charges, but under your expla-
nation I can see there are none in there.

Mr. KETCHUM. I will move along, Mr. Chairman. I know you have
other witnesses. I will now take up title IV.

TITLE IV

Amend to make certain that all veteran employment representatives
shall be veterans.

Under existing language of the act it says "preferably veterans,"
which leaves a wide latitude, and we believe that where one is dealing
entirely with veterans they should actually be veterans.

Senator JouiN-soN. I don't follow the language in this text.
Mr. KETcHUm. It says "preferably veterans." We would like to

see it made "shall be veterans."

TITLE V

First. Increase readjustment allowances to provide that where there
is a dependent the weekly allowance shall be at the rate of $25, and
where there are two or more dependents the rate shall be $30.

Second. Exempt veteran from being declared ineligible or from
being disqualified for any reason during the first 60 days following
discharge or release from veterans' hospital if discharged into same.

I might explain that there was a resolution adopted at our conven-
tion pointing out that for the first 60 days after a veteran has been
discharged from the service, or discharged from a veterans' hospital,
from which he may have been discharged, that he is rather uncertain
and rather unstable in what he wants to do, and there have been cases
of boys being a little bit unsettled in their minds as to what they want
to (h), and there has been some job hopping because the boys are
uncertain. They are finding it difficult to reorient themselves or
adjust themselves, anid it seems to be the prevailing opinion among
some of our service officers that for that first 60 days, instead of
bringing them under the usual qualifications where they can be
declared ineligible for those payments or disqualified, if they could
be exempted for that period, they could adjust themselves without
suffering the penalty of being declared ineligible or disqualified during
that first 60-day period.

It is a moot question whether it is highly important, but at least
that is one of the problems coming to us from these boys. They are
uncertain in the first 60 days after they get out as to what they want
to do. They have asked that we go on record as advocating that they
be exempted for that first 60-day period from being declared ineligible
or being disqualified.

228



AMIRN'D SERVICEMEN'S READJUSTMENT ACT OF 1944

, TITLE VI.

R6peal section 1505, which would make, deductions from any future
a jused compensation pay for benefits derived under this act.

I know you have heard many arguments as to theamerits of this,
because of tuition fees that are charged veterans who actually are in-
State residents, but who are being charged tuition fees by the schools
and universities, and if there should be an adjusted pay act passed,
those benefits would be deducted from their adjusted compensation
and they would be paying a penalty, because if they had gone to school
in that State other than as a veteran, they would not have that deduc-
tion, of course, from their compensation.

The foregoing constitutes the suggested changes in the Servicemen's
Readjustment Act of 1944, which we have to offer .pt this time.

If. there are any questions concerning these recommendations, I shall
be glad to answer them or refer same to our legal counsel, Mr. James
Cannon, who is here with me today.

Senator JohNsoN. I want to go back to title I and briefly have you
explain that suggestion, the necessity for it.

Mr. KETCIHUM. Our purpose in that, Senator, is that we believe-the
Veterans of Foreign Wars believe-that it was the purpose and in-
tention of the Congress when they specified that paid, full-time ac-
credited representatives of the veterans' organizations should be per-
mitted to advise the servicemen in the Army and Navy installations
and discharge centers it was the intent of the Congress to mean that
those accredited representatives should be employees of., and paid by,
the veteran organizations. However, when the .regulations were
promulgated, over our protests, they di4 not specify that they had to
be paid, and eniployed by the veterans' organizations as long as they
were paid by somebody, and engaged in full-time work. They could
be accredited by a veteran organization.

Now, we feel that the veteran groups, having asked for this privilege
and this right to place their accredited representatives in these Army
and Navy centers, that they should be willing .to take only employees
who are paid by them and to be used as accredited representatives, and
that is the reason we are suggesting that.

Senator JowsoN. Now, on No. 4.
Mr. KETCHUM. Under title II?
Senator JOHNSON. Yes. Under title II, paragraph 4, "Privilege of

enrolling for approved correspondence courses." ,..
First, I want to call your attention to the fact that a distinction has

been made in testimony before this committee between "correspondence
courses" and "correspondence schools." That is the first thing. ^I
would like to ask first if you have such a distinction in mind.

The second thing I want to ask is how. would you designate them?
In other words, I want to know more about the approved correspond-
ence courses.

Mr. KETCiUtm. All right. I shall be glad to explain that. k

.What, we mean by that, Senator, .is correspondence courses and
schools.

As I understand it, under existing regulations, a. veteran is per-
mitted to take a correspondence course which is an extensio,.- course,
from an established school or university, but is not permitted to take
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a correspondence course from a strictly correspondence school. It
is not an academic school.

We favor permitting these veterans who wish to take correspondence
courses from correspondence schools that will be approved or certi-
fied by the proper agency to do so.

In other words, take, for instance, the International Correspondence
School-I think that is the name of it. I think it is located in Scran-
ton, Pa. If a veteran wants to take a correspondence course from that
school, he should be permitted to do so. We believe this legislation
was enacted for the benefit of the veteran and not for the schools and
colleges, as was so well pointed out by another speaker.

Now, if he wishes to take a correspondence course, rather than to
enroll for full attendance in a school, we think that he should have
that privilege. e

Of course, we are not urging that he be made the victim of some
wildcat promotional scheme on correspondence courses, but we do be-
lieve that there are schools in this country who do have correspondence
courses that are of value to veterans and we think that the veterans
should have the privilege of taking those courses and that the courses
should be so recognized and certain allowances made for the payment
of those courses. That is what we mean. It means approved corre-
spondence courses. Whether they come out as extension courses from
an e4ablished college, or whether they come from a correspondence
school, they can be certified and approved by the designated State
agency or approved by the Administrator of Veterans' Affairs.

Senator JolnsoN. Now, in paragraph 5, title JI, you say, "Privi-
lege of enrolling in vocational and professional courses requiring
training in excess of 4 years."

You don't necessarily mean that tuition or that benefits shall be
paid for more than a 4-year course?

Mr. KETCIIUM. Actually. Senator, we mean just that. As a matter
of fact. our resolution covers that. At the present time under existing
law, as I understand it, they can't even enroll in a course that exceeds
4 years. They will not approve a course that exceeds 4 years. Con-
seouently, some of these boys that want to take certain types of
apprentice training, where -5 years is required, are ineligible to take it.

Medical students, and, in some cases, legal students, even though
they are otherwise eligible, are not permitted to take those courses
beeniuse they are in excess of 4 years.

We believe that in vocational and professional courses, where more
than 4 years is required to complete the course, that the veteran should
have the privilege of enrolling, and if they have enough service, they
should have the privilege of going through the entire course.

For example, a medical student, we will say, where there is a 5-year
course required, if the boy has had enough service, say he has had 4
years in the service, which would entitle him to 5 years of educational
aid under the terms of the bill, we believe he should be permitted to
take that.

It is not only to enroll for the 5-year course, but also to have the
tuition paid for the 5 years.

Senator JOHNSON. Your word "privilege" was confusing to me.
Mr. KrrcHuM. I understand.
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I think you understood paragraph 3, about the payment of maximum
tuition, and other features, for courses less than an ordinary school
year.

Senator JOHNSON. Yes.
Mr. KETCHUM. That is to take care of the boys who want to take

short and intensive training courses less than the normal course of 30
weeks, and we believe that they should be permitted to do that. And
if the course requires up to the maximum allowed of $500, they should
be permitted to pay it on that.

Senator MILLIKIN. You believe that the soldier and the Government
would be protected by having the institutions designated?

Mr. KETcHuM. That is right. We are not asking that any control
be taken away from the agencies that approve or designate these
schools. We are not asking that it be thrown wide open so that any-
one wanting to start a school-some wildcat school-can do so. We
still want it designated by the agencies. We want the designated
agencies to approve the schools regardless of the nature and char-
acter of them. We still want an approval on those.

Senator JOHNSON. Those are all the points I have.
Do you have any other question to raise, Senator?
Senator MILLIKIN. No.
Mr. KETCHUM. I want you to know that I appreciate this opportu-

nity to be heard. I am sorry to have encroached on someone else's time.
I want to apologize particularly to Mr. Rice, of the Disabled American
Veterans, who I understand was to be on first.

Senator JOHNSON. You have made a very helpful presentation this
morning. Thank you very much.

Mr. KETCHUM. Thank you, Senator.
(The draft of revised title III to be substituted for title III in

Servicemen's Readjustment Act of 1944, as proposed by Veterans of
Foreign Wars of the United States, submitted to the committee by
Mr. Ketchum, is as follows:)

TITLE III

CHAtPTER V.-LOANS FOR THE PURCHASE OR CONSTRUCTION OF HOME% FARMS, AND
BUSINESS PROPERTY, AND FOR FARMING AND BUSINESS PURPOSES

GENERAL PROVISIONS FOR LOANS

SEOa 500. (a) As used in this title-
(1) the term "veteran" means any person who shall have served in the

active military or naval service of the United States at any time on or after
September 16, 1940, and prior to the termination of the present war, and
who shall have been discharged or released therefrom under conditions
other than dishonorable after active service of ninety days or more, or by
reason f an injury or disability incurre& in;service iwfine-of duty; and

(2) the term "lender" means any person, bank, trust company, insurance
company, personal cre(lit company, savings and loan association, or similar
institution, engaged in the business of loaning money and subject to exami-
nation and supervision by an agency of the United States or of any State,
Territory, or tim District of Columbia.

(b) Subject to the provisions of subsection (c), any lender making a loan to a
veteran shall be insured against loss by the Administrator in an amount not to
exceed 75 per centum of the net loss incurred by the lender, but in no event shall
the aggregate amount insured with respect to any one veteran exceed $3,OOJ.

(c) Such insurance shall be issued by the Administrator on application made
to him by the lender either before, or within 30 days after, the obligation is
incurred lIf-



232 AMEND SERVICEMEN'S READJUSTMENT ACT OF 1044

(1) the Vetpran npplles to the lender within five Wnr aftt, k~ppiAdon
froi the military or naval force, or live years after terminat'lon of the war,
whichever Is the later, but in no event more than seven years after the ter-
mination of the war; and

(2) it is established to the satisfaction of the Adnmilit ratbir that (A)
the person applying to the lender Is a veteran, and (B) that the proceeds
of the lown do-ribed in the application will be used for any purpose specified
In section 501, 5&(, or 508.

(d) Interest for the first year on that part of the loan Insured by the Admn-
istrator shall be paid by" the Administrator out of available apprbprltitiong.' No
security for insurance of a loan shall be required except the right to be subrogated
to the lien rights of the holder of the obligation which is Insured: Provided, That
pursuant to regulations to be issued by the Administrator the mortgagor and
mortgagee shall agree that before beginning foreclosure proceedings for default
n payment of principal or interest due, the Administrator shall h'ave t least
thirty days' notice with the option of bidding in the property on foreclosure or
of refinancing the loan with any other agency or by any other means available. ,

(e) uoans insured by the Adminiptrator under this title shall be payable u"1er
gmch terms and conditions as may be approved by the Administrator: Provided,
That the liability under the insurance, within the limitations of this title, shall
decrease or increase pro rata with any decrease or increase of the amount of
the unpaid portion of the obligation: Provided' further, That loans insured by
the Administrator shah bear interest at a rate not exceeding 4 per centum per
annum and shall be payable in full in not more than twenty years.

(f) National banks wherever located, and other banks and trust companies
located in the District of Columbia and the Territories and possessions of the
United States, are authorized to make any loans which is authorized to be insured
by the Administrator under this title without regard to the limitations and
restrictions of any other law.

PURCHASE OR CONStRUC'rION OF HOMES

Smc. 501. (a) Any application made by a lender under this title for insurance
of a loan to be used by a veteran in purchasing residential property or in con-
structing a dwelling on unimproved property owned by such veteran to be occu-
pied as -his home shall be approved by the Administrator if he finds-

(1) that the proceeds of such loan will be used for payment for such
property to be purchased or constructed by such veteran;

(2) that the contemplated terms of payment required in any mortgage to
be given in part payment of the purchase price or the construction cost bear
a proper relation to such veteran's present and anticipated income and
expenses; and that the nature and condition of the property is such as to
be suitable for dwelling purposes; and

- - (3) that the purchase price paid or to be paid by such veteran for such
property or the construction cost, including the value of the unimproved lot,
does not exceed the reasonable normal market value thereof as determined
by proper appraisal.

(b) Any application made by a lender under this title for insurance of a loan
to be used by a veteran in making repairs, alterations, or improvements in, or
paying delinquent indebtedness, taxes or special assessments on, residential prop-
erty owned by such veteran and used by him as his home shall be app~oed by
the Administrator if he finds that the proceeds for such loans will be used for
such purpose or purposes.

(c) No first mortgage shall be Ineligible for Insurance under the National Hous-
ing Act, as amended, by reason of any loan insured under this title or by reason
of any secondary lien upon the property involved securing such loan.

PURCHASE OF FARMS AND FARM EQUIPMENT AND ACQUISITION OF WORKING
CAPITAL AND SUPIME,

8zc. 502. (a) Any application made by a lender under this title for Insurance
of a loan to be used by a veteran in purchasing any land, buildings, livestock,
feed, seeds, plants, etc., equipment, machinery, or implements, or in repairing,
altering, or improving any buildings or equipment, to be used in farming opera-
tions conducted by such veteran shall be approved by the Administrator if he
finds--
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(1) that the proceeds of such lo.nn will be nsed In poym'nt for roal or
personal properly purchased or to be purchsfed by such veterart, or for repair-
lg, alt4rlng, or lhproving any buildings or equipment, to be uw-d in bona fide
farming operations conducted by him;

f2) that such prop',rty will he useful In and reasoriahly neet-ary for
efficiently ornductinrg such operations;

(3) that the ability and experience, of such vete-ran, and th- nature of the
proposed farming operations to Ihe conducted by him are mch that there is a
reasornable likelihood that such operations will he sue'p sful ; and

(4) that the purchase price paid or to be paid by such veteran for suh
property does not exceed the reasonable normal market value thereof as
uletermined by proper appraisal.

(b) Any application made by a lender under this title for In,surance of a lin
to be used by a veteran as working capital, or for the acquisition of supplies.
needed and adequate to enable him to start or continue farming operatiirs shall
be approved by the Administrator If he finds--

(1) that the proceeds of such loan will be used by such veteran az working
capital,.or for the acquisition of supplies, in c(mnnection with bona fide farm-
ing operations conducted by him;

(2) that the use of the proceeds of such loan for either or both of such
purposes is reasonab'y necessary for the efficient and successful conduct of
such farming operations; and

(3) that the ability and experience of such veterans, and the nature of the
proposed farming )perations to be conducted by him are suuh that there is a
reasonable likelihood that such operations will be successful.

PURCHASE OF BUSINESS PROPERTY AND ACQUISITION OF WORKING CAPITAL AND
MERCHANDISE

SEC. 503. (a) Any application made by a lender under this, title for insurance ,of
a loan to be used by a veteran in purchasing any business, land, buildings, inr-
chandise, supplies, equipment, machinery, or tools, to be used by such veteran in
pursuing a gainful occupation (other than farming) shall be approved by the
Administrator of Veterans' Affairs if he finds-

(1) that the proceeds of such loan will be used for payment for real or
personal property purchased or to be purchased by such veteran and used by
him in the bona fide pursuit of such occupation;

(2) that such property will be useful in and reasonably necessary for the
efficient and successful pursuit of such occupation;

(3) that the ability and experience of such veteran, and the conditions
under which he proposes to pursue such occupation, are such that there is a
reasonable likelihood that he will be successful in the pursuit of such occupa-
tion; and

(4) that the purchase price paid or to be paid by such veteran for such
property does not ex.-eed the reasonable normal market value thereof as
determined by proper appraisal.

(b) Any application made by a lender under this title for insurance of a loan
to be used by a veteran as working capital, or for the acquisition of merchandise,
adequate to enable him to start or continue the pursuit of a gainful occupation
(other than farming) shall be approved by the Administrator if he finds-

(1) that the proceeds of such loan will be used by such veteran as working
capital, or for the acquisition of merchandise, in connection with th, bona
fide pursuit of such occupation;

(2) that the use of the proceeds of such loan for either or both of such
purposes is reasonably necessary for the efficient and successful pursuit of
such occupation; and

(3) that the ability and experience of such veteran, and the conditions
under which he proposes to pursue such occupation, are such that there is a
reasonable likelihood that he will be successful in the pursuit of such occupa-
tion.

RULES AND REGULATIONS; DE E)GATION OF AUTHORITY BY ADMINISTRATOR

SEC. 504. The Administrator is authorized to promulgate such rules and regula-
tions as are deemed necessary and appropriate for carrying out the provisions of
this title, and may delegate to a subordinate employee authority to approve loans
subject to the provisions of this title and the rules promulgated thereunder.
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DESIGNATION OF AGENCIES BY ADMINISTRATOR; INSURANCE OF CERTAIN
SECOND LOANS

SEC. 505. The Administrator shall designate such agency or agencies, If any,
as he finds equipped to determine whether the insurance of any loan should
be approved under this title. In any case wherein a principal loan, for any
purpose specified in action 501, 502 or 503, is approved by a Federal agency
to be made or guaranteed or insured by it pursuant to applicable law and
regulations., and the veteran is in need of a second loan to cover the remainder
of the purchase price or cost, or a part thereof, the Administrator, subject
otherwise to the provisions of this title, including the limitation of $3,000 on
the total amount which may be insured, may insure the full amount of the
second loan: Prorided, That such second loan shall not exceed 20 per centum
of the purchase price or cost and that the rate of interest thereon shall not
exceed that on the principal loan by more than 1 per centum: And provided fur-
thor. That regulations to be promulgated jointly by the Administrator and the
head of such agency may provide for servicing of both loans by such agency
and for refinancing of the principal loan to include any unpaid portion of the
secondary loan with accrued interest, if any, after the curtailment thereon
equals twice the amount of the secondary loan.

ELIGIBILITY OF VETERANS FOR BENEFITS OF BANKHEAD-JONES FARM TENANT ACT

Sc. 506. Any person who is found by the Administrator to be a veteran
eligible for the benefits of this title, as provided in section 500 (c) hereof,
and who is found by the Secretary of Agriculture, by reason of his ability and
experience, including training as a vocational trainee, to be likely to carry out
successfully mdertakings required of him under a loan which may be made
under the Bankhead-Jones Farm Tenant Act, shall be eligible for the benefits
of su.h act to) the same extent as if he were a farm tenant.

SFc. 2. Title III of the Servicemen's Readjustment Act of 1944, as amended
by this act, shall take effect days after the date of enactment of this act.

Senator JOHNSON. Mr. Millard Rice.

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

Mr. RICE. Mr. Chairman and gentlemen of the committee, my name
is Millard W. Rice. I am the National Service Director, Disabled
American Veterans. For the record let me say that the Disabled
American Veterans is an organization ford in 19"20, congres-
sionally chartered, consisting exclusively of those Americans who
have been either woumled. or gassed, or disabled while serving actively
in the armed forces of the United States or some country allied with
it during time of war.

In other words, it consists of those Americans who have sacrificed
a part of their blood or of their bodies or of their health in the
service of their country during time of war.

It is one of the so-called three major veteran organizations, but
the smaller. Thank God for that. We don't want too many eligi-
bles to come out of this war. It is a growing organization, and may
grow several times over by reason of the eligibility that will come
out of this war.

I made an estimate 3 years ago that there would le somewhere
between 1.500.000 and 2.500,00() veterans of World War II who would
be potentially entitled to compensation or pension by reason of service-
connected disabilities.

I still think that that estimate may be complied w'th.
I cite these figures because of the fact that the load, the potential

load, on behalf of the disabled veterans is going to be a pretty tremen-
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dous load. We now have about 330,000 veterans of World War I who
are still receiving compensation by reason of service-connected dis-
abilities. The highest figure was about 350,000. There probably have
been about 500,000 veterans of World War I who at one time or another
were receiving compensation for service-connected disabilities.

That number gradually increased from 1917 until 1933. It went up
faster during the depression years, about twice as fast during the
depression years as it did (luring the prosperity years.

It is significant that all of the veterans of World War I who were
potentially entitled to compensation did not immediately apply for it,
did not immediately take the trouble to try to prove themselves entitled
to it, and for the most part did so because pressed by economic necessity.

I call attention also to the fact that despite the fact that there. have
been many statements on the part of many Government officials and
others that. a lot of disabled veterans, if not most of those in soldiers'
homes, were "gold brickers" and didn't want to work, that most of them
did get jobs during the period of World War II, when there was a
shortage of manpower, proving that most of the disabled veterans, if
not all of those who are partially disabled, would prefer useful employ-
ment than to have to rely upon compensation or pension payments.

In other Axords, the final alternative is to either have to rely upon
compensation or payment of pensions, or upon suitable jobs. If they
cannot get suitable jobs, they will naturally try to prove themselves
entitled to more compensation.

The average amount of the compensation paid to the disabled vet-
erans of World War I has been frequently stated by the Veterans'
Administration to be approximately $4() per month. That statement
as to the average amount, however, is somewhat deceptive, because we
realize that there are about 5() percent who receive less than $30 a
month compensation, 60 percent receive less than $40 per month, and
80 percent receive less than $60 per month.
The amount payable for total disability is only $115 per month.

Some few, much less than 1 percent of the grand total, are entitled
to statutory awards for service disabilities, amputations, combinations
of amputations, loss of limbs and eyes, and other service disabilities,
where it would graduate up to $300 a month.

For example, loss of two limbs and two eyes.
It is erroneous to assume that because some few get this amount that

most disabled veterans are adequately provided for. They definitely
are not.

I can make that statement categorically. I make that statement
rather emphatically, before the committee, because of my very strong
feeling that the disabled veterans of World War II as well as the
disabled veterans of World War I have been let down by their Gov-
ern men t.

One hundred and fifteen dollars per month is not enough for a man
who has become totally dis'ibled to maintain a decent standard of
American living.

P- must be rather ironic for a veteran who has fought to preserve
the American way of life and who has lost his health and employ-
ability, to come back to his country and to find that it doesn't make it
possible for him to maintain a decent standard of 'American living for
himself and his dependents.

77877-45-16
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I have a considerable number of letters in file from disabled vet-
erans who have deplored the fact that because they are only getting
$115 a month, they cannot afford to get married or, if married,
cannot afford to have children. That sort of situation should not
exist in a civilized country such as we have here.

The statement is frequently made, erroneously, that the disabled
veterans of America are better treated by America than are the vet-
erans of any other country. That, statement is not true.

True, we spend more money in dollars for our veterans, but we do
not provide tlm with the same standard of living that is made pos-
sible by the internal purchasing power of other countries.

That was brought home to me several months ago when I had the
opportunity of meeting the national commander of the Association
of Amputees of New Zealand. I asked him how much they paid to
the totally disabled veteran in New Zealand. He told me 12 pounds.
He said that was about $60.

%Oh," said I, "that is not very much. I thought you treated them

better than that." Then it occurred to me that there is a difference
between the internal purchasing power of money and its international
gold exchange value. So I asked him, "How much does $60 purchase
in New Zealand?"

He said, -About as much as could be purchased by a skilled working
man in this country."

In other words, around $250 a month. It is the internal purchasing
power that counts. It is what he can buy.

A veteran, totally disabled by reason of his service, and who can
only get $115 a month and no dependency allowances, feels that he
has not been properly treated.

Therefore, I call to the attention of the committee one of the bills
that has been introduced by the chairman of this subcommittee, Sen-
ator Edwin C. Johnson, S. 1031, a bill which I consider very impor-
tant.

Since it is scheduled for consideration before this committee, I would
like to talk about it.

This bill. in my opinion, meets one of the most pressing needs of the
disabled veterans as it provides them with some dependency allowance.
No dependency allowances are now provided for.

I would like for S. 1031 to be inserted at this point in the record.
Senator JoiiNs(.' . Without objection it may be.
(S. 1031 appears on p. 21.)
Mr. RICE. Briefly, S. 1031 would provide, first, that those handi-

capped veterans of World War II who receive vocational training by
reason of the provisions of Public Law 16 should be regarded in effect
as being totally disabled and therefore should be compensated accord-
ingtly. the same as if they were receiving compensation or pension under
the law applicable to veterans of World War II.

As the law now is, they receive a maintenance allowance which,
together with their pension will be equivalent to the amount that was
paid for total temporary disability of veterans of World War I, which
is not otherwise applicable to the veterans of World War II. increased
by 15 percent by reason of Public Law 102, therefore giving a basic
amount of $92 a month, plus $11.50 for a wife, and f5.75 for each
minor child.
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It is'' unreasonable 'to expect a man, who should be devoting all of
his time to trying to get needed vocational training, also to have to try
to live on a ninth in Washington, D. C. He can't do it.

Our organization, together w-iti the Veterans' Administration, has
undertaken the training of about 400 handicapped veterans of World
War II with the objective-of them becoming employees of the DAV as
national service officers, to advise disabled veterans as to their rights
and how to prove themselves entitled to the rights and benefits to which
they are lawfully and equitably entitled to.

senator MILLIIN. What is your present organization?
Mr. RICE. We now have 97 in the field on our pay roll as national

service officers. We maintain them entirely out of our own national
funds.

-The DAV feels that it must specialize in the problems of the dis-
abled veterans because that is where we are primarily interested.
There are still veterans of World War I who need these service offi-
cers, their services have been needed for the last 27 years, for the
veterans of World War 1, and their services will probably continue to
be needed as to the veterans of World War H for many years into the
future, because laws are not automatically administered and applied.

-The veteran must prove himself to be properly entitled to those
benefits under the provisions of the individual laws, according to the
facts that exist in his individual case.

Those laws have become complicated, so complicated, in fact, that
one veteran cannot, by himself, expect to know what he is entitled to.
The Veterans' Administration has found the situation to be so com-
plicated that it must divide and subdivide to the point that any one
employee or any one official knows about one little segment of the laws
that are administered and he isn't in a position to advise veterans as
to other entitlements, that they might potentially have the right to,
because he might then be treading upon the toes of the jurisdiction of
some other official or employee of the Veterans' Administration.

That is why we have got a book that covers more than 750 panes
of veterans' laws, laws pertaining to servicemen. No one man in the
Veterans' Administration could possibly keep all those laws in his
mind; nor can a veteran, certainly; nor can a service officer.

We have these service officers training at the American Iniversity
in two 12-week courses. Because they couldn't. possibly live decently on
$92 a month, our organization has had to supplement that, and we now
pay them $35 a month while attending the American University.

That-isn't too much, but it was all we felt we could afford.
First we paid them $25 a month, but we got so many gripes that we

had to up it a little bit. Then we pay them $65 a month when we send
them out into the field, and we pay them a minimum of $200 a month,
after they have rehabilitated, plus a bonus of 10 percent, if still em-
ployed at the end of the fiscal year.

I cite that as an experience that our own organization has had as
indicating the need for immediately increasing the amount of training
allowance for our handicapped veterans.

Mind you, they are handicapped with service-incurred disabilities.
They are not able-bodied men.

I don't want this committee to lose sight of the primary obligation
that the Nation has to its war disabled veterans who have not been
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adequately provided for. There are too few disabled veterans who tire
taking advantage of the opportunity for vocational training. There
are several reasons. It is chiefly because the vocational training pay
is too low to enable them to take the training. Most of all these young
men want the opportunity to live according to the American way of
life, and that includes a home, a wife, and children.

Incidentally, it is most remarkable that most of the trainees have
that yearning so strongly, at least at American University, that prac-
tically every one of them before graduating has either gotten married,
has had an increase in the family, or has gotten engaged. In the last
class every single man was either married, or admittedly engaged,
except one and he was secretly "on the make" as it were.

I recite that to you because I believe it indicates that these young
men who have come back with service-incurred disabilities want noth-
ing more than the opportunity to live according to the American way,
and that includes a home, a wife. and children, and they certainly
should be given the opportunity to live that way, and should not have
to be forced to forego it until they get sufficiently gainful employment
so that they can get married.

It has been my observation that many veterans of World War I
failed to get married because they weren t getting a sufficient amount
of compensation.

We feel that the basic amount should be increased from $92 a month
to $115 per month, the same as he would be entitled to if rated as totally
disabled, and that on top of that he should receive dependency allow-
ances at the rate of $2.- for a wife, plus $15 for the first child, $12 for
the second child, and $10 for each additional child, or $10 for each
dependent parent.

How did we arrive at those figures? We took a leaf out of the
experience of Canada. Canada provides precisely such dependency
allowances for its totally disabled veterans.

It is true that its basic amount is not as much, that might be ut
forth to you by the Administrator. but I will call attention to the Pact
that the cost of living in Canada is less than it is here in the United
States.

A dollar in Canada will purchase considerably more than it will
here.

But if Canada, which is a country with one-tenth the population we
have. and one-tenth of the wealth, can afford to pay its totally dis-
abled veterans a dependency allowance of $25 for the wife, $15 for
the first child, $12 for the second child, $10 for each additional child,
and $10 for each dependent parent, then the United States can cer-
tainly also afford to do so.

We think such dependency allowances for those receiving vocational
training under Public 16, as well as those rated as totally disabled,
should be accorded such dependency allowances.

Senator MILLIKIN. What is the family history of the veterans of
World War I?

Mr. RIE. About 80 percent of them. as I understand it from statis-
tics of the Veterans' Administration, had dependents. I surmise 90
percent or 95 percent, I am not sure-they could give those statistics-
were married at one time. About 80 percent of the veterans of World
War I are married, and I understand that nearly 50 percent of the
veterans of World War II are married.
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Senator MLLYKINf. What is the child history?
Mr. RiCE. Well, the average was about three children or two and a

half children. Of course, the Veterans' Administration discourages
children because if the wives become widows, they are paid death
pensions for about three and a half children.

But those statistics are not so very reliable, and, of course, it differs
in Various parts of the country. They have more children down South
than up North. It takes more heat, apparently, up North. They can't
quite afford it.

I see no reason why we should have birth control. so far as dis-
abled veterans are concerned, because of the inadequacy of our pay-
ments to the disabled veterans. What veterans, after all, have the
reatest right to live according to the American way, if it is not the
isabled veterans, and the American way is to have a wife and children

and a home, and a decent life.
These men are entitled to that. That is probably the most pressing

thing, in our opinion, that needs to be done for these disabled veterans.
Unfortunately, most of the disabled veterans are inarticulate. They

have been pushed around from pillar to post for so long that they
often wonder what is the use. They write letters to the Members of
Congress. They figure that once they have passed a resolution at a
DAV convention and it is recorded-that that is the will of the organiza-
tion, they think that ought to be taken into consideration by the Mem-
bers of the Congress, and the right-of-way should be given to legisla-
tion affecting war-disabled veterans as compared with legislation
affecting primarily the able-bodied veterans.

We think that first things ought to be done first. We think that
matters of first importance are matters in behalf of the disabled veter-
ans. They are not being adequately provided for.

The Veterans' Administration has sponsored a bill, introduced by
Senator Johnson, which would increase somewhat the training allow-
ance for the veterans under Public, 16-S. 974. That bill would in-
crease the allowance for those in vocational training from $92 up to
$105. We advocate $115, the same as if they were totally disabled.
It would provide an allowance of $10 for the first child. We have
advocated $15 for the first child. It would provide an allowance of
$10 for the second child. We advocated $12. It would provide $7 for
each additional child. We advocated $10 for each additional child.
It would provide an allowance of $10 for the first child if there were no
wife. We have advocated $15. It provides $7 for each additional
child. We advocated $12 for the second child, and $10 for each
additional child.

This bill would provide $15 for each dependent parent. This is
more liberal than we have advocated, but we took the figures adopted
by the Canadian Government as a precedent.

May I say that our figures are almost exactly half those that the
Government now provides for the dependents of those in active serv-
ice. It provides $50 for the wife of the veteran in active service.
We advocate only $25. It provides $30 for the first child. We are
advocating $15.

Then it provides $20 for each additional child. We would provide
$12 for the second child and $10 for each additional child.

So we think we are being very modest.
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I wouldn't be surprised that at the next national convention- of the
DAV held in Chicago next week, and at which Senator Johnson has
very kindly consented to speak, that we will go on record as advocating
that totaUy disabled veterans should receive the same dependency
allowances as the dependents received while the veteran was in active
service.

Senator Johnson was the author of that bill to provide allowances
for the dependents of those in the active service. It seems ironic that
when that man has sacrificed his health, those dependency allowances
are discontinued, as well as the man's board and lodging.

For example, if he had a wife and five children, she would be receiv-
ing $160 a month while he was in the service, but when he comes back,
no longer fit, then the $160 is discontinued, the allowances he was get-
ting, togther with his board and lodging, are discontinued. Then
if he puts in an application and proves himself to be totally disabled
by reason of disabilities incurred in military service-and that might
take time, depending on how good the records are in the file-and if
locateable-he could then prove himself entitled to not more than
$115 a month unless he lost a limb or an eye, with no dependency al-
lowance-. In other words, he would get $45 less per month for him-
self, his wife, and five children, than the wife and five children got
while lie was in the military service, not counting his board and
lodging and his pay of $28 per month or more.

That seems a very unfair situation and something ought to be done
about it soon. We think it is a matter of pressing importance that
oualht to have the first consideration of this committee.

More and more of these men are becoming disillusioned, completely
disillusioned. They are wondering what they fought for. They have
lost the American way of living after fighting for it.

Now, therefore, the first thing to be reported out of this committee
is Senator Johnson's bill, S. 1031, and if it can't be reported out as
an independent bill, and there is a conclusion that the amendments to
the so-called GI bill of rights are going to be enacted into law, that
ought to be attached to whatever bill is going to be reported out.

Whatever method is used, it deserves to be reported on as soon as
possible.

Now. a million and a half, and possibly 2 million disabled veterans
may be favorably benefited by this. They still are the first obligation
of the Nation.

There might be 10 or 15 million veterans eventually affected by the
so-called GI bill of rights, if they all take advantage of it.

If there is to be a GI bill of ri,_,hts, the veterans ought to be entitled
to participate in it on an earned basis rather than on a needs basis.

I realize that the committee has a good many other bills that it
wishes to discuss. I don't know whether you propose to discuss all of
those bills during one hearing-

Senator MITLLIKIN. Mr. Rice, I didn't understand your remark as
to the earned basis.

Mr. RIcE. I mean to point out that the so-called GI bill of rights is
not based on an earned-merit basis, but primarily on a needs basis.
The veteran gets unemployment-compensation benefits because he
needs them, not because he is entitled to it. If he is employed, he
doesn't get the unemployment compensation benefits. If he shows
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good faith and tries to take care of himself, he doesn't get it. As the
benefits are received now, there is an inducement to idleness. There
ought to be an inducement to be gainfully employed.

There is an inducement to the employer not to employ the veteran.
If the veteran is entitled to so-called readjustment allowances which
utterly fail to readjust him he can get higher unemployment com-
pensation by reason of the so-called G bill of rights than he would
get under most State laws. So if there be a choice on the part of the
employer either to employ or not employ the veteran on some project,
the employer would be apt to say to himself, "If I discharge this non-
veteran to give a job to this veteran"--and it might be the father of
the veteran--"then he will be entitled to State unemployment com-
pensation benefits," which reflect themselves in an increase in his
State taxes which the employer doesn't want. He would decide that
since he can't employ both the nonveteran father and the veteran son,
he should employ the nonveteran. If he had the choice, he would say,
"The son is entitled to higher Federal unemployment-compensation
benefits through the so-called GI bill of rights than the father would
be entitled to under the State law, and there will be a greater income
in the family if I don't employ the son and continue to, keep his non-
veteran father on the job."

And the son may, therefore, be persuaded that he is doing the pa-
triotic thing, so far as his father is concerned, in remaining unem-
ployed, and also as far as the employer is concerned, because of the
State taxes.

Of course, his taxes will be reflected in the Federal level, but then
he would thereby avoid an increase in his State taxes.

A much better method would be on an earned-merit basis. I mean
by that, assuming that he has earned something by reason of having
served his country. He missed out on civilian opportunities. He
missed out on a civilian salary. He missed out on civilian opportuni-
ties to make himself secure in his job. He ought to be paid for it.

Senator MILLIKIN. You are referring to a bonus, certainly.
Mr. RICE. I am. Call it a bonus, but I would call it adjusted com-

pensation. He should now be compensated. Let's do it on an earned-
merit basis so that he can be his own boss, without having a bureaucrat
tell him what he is entitled to. Let him have what he has earned.

We advocate that it should be computed on the basis of $3 per day
of service in this country, and $4 per day overseas, and that it should
be issued to him in the form of what might be called a readjustment
insurance policy which could be used as an insurance policy, payable
at death, or payable at the end of 10 years without any questions
asked at all, or let him keep it longer to make it the equivalent of a
bond.

We have to have Government bonds, so give him an inducement to
keep that bond for a rainy day. Pay him 3-percent interest com-
pounded. But he may need it, so let him use it if he wants to on the
basis of his needs by being given the privilege of redeeming it in part
in monthly amounts, let's say, not exceeding $100 a month while un-
employed, or while going to school, and in larger amounts for the
purpose of buying or- building or improving a home, or a farm, or a
business.
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It*t it be the choice of the man without this tremendous bureau-
cratic machinery we have that is overloading the Veterans' Admin-
istration.

I appeared before this committee a year and a half ago and prophe-
sied that the policy of trying to administer all of these laws through
one agency was not going to make it possible to coordinate them. It
sounded as th"ih you could go Up to one desk and get all of the
benefits, but that is not possible. It isn't practical. I then prophesied
that the central office would probably soon divide itself into five or six
offices if it got all those additional responsibilities.

We took an informal inventory at lunch the other day, and as far
as our knowledge revealed-and we didn't go into the matter exhaus-
tively-we found there were nine different buildings in which the
central office of the Veterans' Administration is located in Washing-
ton, D. C.. in addition to three different buildings in New York City,
where they dictate the correspondence here and send it on to New York
to be transcribed.

We can't solve all of the economic maladjustments of all veterans
through one agency. That is not any more sensible than to try to
solve all of the economic maladjustments of all civilians through
one agency. It can't be divided up between veterans and nonveterans.
It will have to be done on the over-all basis.

I think it can be solved on a preference basis for the disabled vet-
erans. because they constitute only 3 to 4 percent.

We believe strongly that the disabled veterans who incurred inju-
ries are entitled to specific preference methods, compensation, medi-
cal treatment, out-patient treatment, special preference for Govern-
ment employment, subsidies, but still we do not have confidence that
all of the maladjustments will be solved that way. There are too
many of them.

When you take all the veterans, it cannot be expected to solve all of
their problems through one agency. We are not doing it. We don't
attempt to put the disposal of surplus property in the Veterans' Ad-
ministration. There are various other things pertaining to veterans
that have to be solved by other agencies.

It. wouldn't be practical to have two employment services, one for the
civilian and one for the eveteran. Then the employers would have to
make a choice as to which service to call up. The veteran might get
the small end of that-deal eventually.

And so I say that the philosophy on which the so-called GI bill of
rights was enacted ought to be revised, that the administration of sev-
eral of those benefits should be transferred to several other govern-
mental agencies that have had a background of experience. The agri-
cultural loans ought to be made the responsibility of the Farm Security
Administration. The home loans should be made the responsibility
of the Federal Housing Administration. The business loans should be
made the responsibility of the Smaller War Plants Corporation or
of the RFC.

Those agencies have had a background of experience. They can
give those fellows advice and counsel.

As a matter of fact, a veteran can get a much more liberal loan, in a
greater sum, frequently, of Federal money through the Farm Security

inistratlon than he can get through the so-called guaranteed loan.
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If he is going lo use the guaranity of the Vterans' Administratin, h,.
gets a loan of $4,000, but he can go to the Department ,,f Agri(;uiture
and gre a Joan of $10,000 or $15J,000 to buy a farm,

He cal also i advice and counsel regularly of -an agricultural
county agent. ol(n't exwpct tfle Veterans' AImjinistration to provide
agricultural advice in alditioni to all of its other duties. You have
the sanme sit nation with respect to tie Smaller War Plints Ct1rlora-
tion. The.y would be in position to follow the thing through.

The Veterains' Administratioi hlandles too mafnv things to do that.
The Veterans' Admiinistrition has a tremendous load to ,arrT in

respect to the disabled veterans without being impo.,-d witl the-.e
add it i onal responsibilities primarily on behalf of able-bolied veterans.
What happens is that the Adniinistrator amid the general coun.sel and
all of the top officials have to spend so much t i,,e with the coiniplicated
technicalities that they have very little time to -,olve tile ever-increas-
ing problems of the disabled veteran.

Now, what are we going to do about it I
Well, we can continue to liberalize and amend, so as eventually to

give all of them some of such GI benefits, until the Budget won't have
it, or we can provide an adjusted compensation bill that will take it
out of bureaucracy and out of these technicalities and let the man have
it according to the way he earned it. and then let him redeem it as he
needs it or wants it.

I dare say that 90 percent of the veterans would prefer, W4) percent
of the overseas veterans, I daresay, would prefer it. So would the dis-
abled veterans.

The disabled evterans get practically nothing out of the GI bill
which he wasn't entitled to before.

There has been much misconception. It has been assuined that the
disabled veterans were getting something out of the GI bill of rights.
They get very little. In some instances tlev have to make a choice
as to which they .will elect. Disabled veterans have earned the right to
vocational training by reason of service-incurred handicaps. Then
if it be said that the veterans generally have earned the right to et
educational training, these disabled veterans ought to have the privi-
lege of getting that too.

What is the situation now?
A disabled veteran can get most any kind of vocational training

course, based on his background of education and experience and
aptitude, but it cannot exceed 4 years. It must lead to the oppor-
tunity for suitable and gainful employment. If it doesn't lead to that
at the conclusion of his period of vocational training, he may not be
permitted to take that course.

Therefore, if a disabled veteran has a desire to take a course of
training, such as to make him an attorney, and it is going to require 3
years, he may not be permitted to start such course at all.

The disabled veteran should have the right to switch from Public
346 to Public 16 or vice versa at any time that it is to his advantage to
do sti. ie ought to have that privilege.

Now, under the law as interprete(E, if a disabled veteran has been
found to be eligible for vocational training wmder Public Law 1t6, and
didn't know about it before, and was getting vocational training
under Public 346, he is forced to make a choice.
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Sup]'pse he was getting a fair amount of compensation for his serv-
ice-incui red disabilit. Under Public 346 he would be entitled to get
$50 additional, or $75 if he had dependents, while pursuing the course
of educal ion. But if he has a handicap, he has to make a choice. He
can't get Public 346 and Piiblic 16 training. So h may be thwarted in
his ambition to reach a particular objective because of the necessity
of making that choice. That ought to be eliminated. He ought to
be able to get one after another successively under the theory that he
earned the right to Public 16 training by his disability and to Public
346 education by his service.

If it is going to be accorded to able-bodied veterans under 346, he
ought to be entitled to that also.

Well. now. Mr. Chairman, I probably have dealt too long concerning
some of these gripes on behalf of the disabled veterans, but I could
give you a good many more. I would like to insert in the record an out-
line of the policies and objectives of our organization which will out-
line those several additional objectives which we consider to be very
important.

(The matter referred to will appear at the end of Mr. Rice's state-
ment.)

Mr. RICE. Mr. Chairman, I would like to call your attention to one
more matter which is of great importance. That is the fact that
under the present law, if a single veteran requires hospitalization in a
Veterans' Administration hospital, he may not be permitted to receive
more than $20 per month. Therefore, if he is totally disabled and
entitled to $115 and requires hospitalization, and he goes into a Vet-
erans' Administration hospital, his compensation is reduced from
$115 to '20 per month.

In other words, he is, in effect, required to pay $95 a month for his
hospitalization.

If he is a single veteran who has lost two legs and therefore entitled to
$200 a month, and he requires treatment for one of the stumps in the
hospital, his compensation would be reduced from $200 a month to
$0 a month. He would in effect be required to pay $180 a month for
his hospitalization.

If he lost his two legs 25 years after his service, then he could be
accorded treatment without any deduction and he would still get his $8
per month by reason of a non-service-connected disability.

That is a discrimination which is proving to be disillusioning to an
increasing number of discharged veterans of this war, who think it is
a lousy deal. While in military service, they are permitted to re-
ceive heir full pay, but as soon as they become civilians they begin
to find they are discriminated against. Veterans without dependents
will not be permitted to receive more than $20 a month compensation
while in a hospital.

Now. the $20 a month is not enough. Many are denied hospitali-
zation because they cannot afford to take it presently as they have
financial obligations that have to be liquidated.

The clhairnan h,'s indicated that his bill, S. 1203, which would in
part relieve that situation, is to come up subsequently. I think it
is a bill of great importance, and one that deserves consideration soon,
because it pertains to benefits of disabled veterans, but I will refrain
from going into all of the provisions of that bill with the under:-
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standing that I will have the opportunity to do go at a subsequent
hearing.

on the whole title I of Public 346, is excellent law.
Chapter II, section 200, ought to be amended, somewhat, however, as

indicated by the previous witness, Mr. Ketchum, so as to provide
that the privilege of being accredited representatives of veteran or-
ganizations, to go into veteran Army and Navy hospitals, should be
extended only to those full-time accredited representatives who receive
their salaries from the veteran organization through which they re-
ceive recognition, and to that end I would recommend that the lan-
guage at the top of page 6 of H. R. 3749 be amended by striking out
the word "paid" and inserting in line 2, after the word "of" the
following:
and the full salaries of whom are paid by, one,

so it would read:
That upon certification to the Secretary of War, or Secretary of the Navy

by the Administrator of Veterans' Affairs of the full-time accredited representa-
tives of, and the full salaries of whom are paid by, one of tile veterans' organi-
zations specified in section 200 * * *

and so forth.
Now, in connection with the section which deals with the matter

of privileges of accredited representatives, I would like to call atten-
tion to a situation that is now very, very serious.

Recently, the Administrator of Veterans' Affairs issued a service
letter which provides that no space may be released by any facility
manager or regional manager of the Veterans' Administration or
branch manager for the purpose of providing space for any service
or veteran organization for its accredited representative. That is
going to mean there will be a very tough proposition very shortly
because there are several of the combination facilities that are being
split up into regional offices and hospitals so that the combined
facilities are being moved into new buildings and under this service
letter, the regional manager may not lease space that can be used for
the representatives of the veteran organizations.

Justification for that service letter, I understand, is that it is felt
that no legislative authority provides for such space.

Therefore, if H. R. 3749 is scheduled. to go on through quickly, it
ought to be further amended by providing at the end of section 200
(a) the language that now appears in H. R. 4134, which, however,
needs further amendment, so as to read as follows:

That section 200, title II, of Public Law No. 84, Seventy-ninth Con gress, ap-
proved June 29, 1945, as amended, is hereby amended by adding at the end
thereof, the following:

"The Administrator of Veterans' Affairs is further authorized, in his discre-
tion, and under such regulations as he may prescribe, to furnish, at the expense
of the Veterans' Administration, necessary space, suitable office facilities, and
stenographic assistance, for the use of the paid full-time representatives of such
organizations."

May I call attention to the fact that the Veterans' Administration
has cooperated on the whole very splendidly with the veterans' organ-
izations in furnishing space in the past. That has not been univer-
sally true. In some offices there are exceptions where this situation
has been very tight and very unpleasant, where the representatives o
the veterans' organizations couldn't obtain any suitable space, and

OAK
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couldn't obtain any space at all. except possibly in a hallway, and
they will be up against the proposition of not being able to obtain.
this space in the fature.

Thirty of our full-time national service officers are furnished with
stenographic facilities by the regional offices of the Veterans' Admin-
istration, which is a very fine thing for them to do, and we think it is
highly justifiable. in viiew of the fact that the national service officers
of the veterans' organizations can save a great deal of time for the
officials of the Veterans' Administration.

I would say that each national service officer saves the equipment
of from 3 to 10 employees of the Veterans' Administration.

Why do I say that . Well, a disabled veteran who receives infor-
mation from a governmental official isn't always quite sure that he is
getting the right answer, but if a veteran organization representative
tells him that he is not entitled to a certain thing. he is going to
believe it, ordinarily.

So a great deal of corresponding and a great deal of time and trouble
is saved to the regional office by reason of the fact that we have
competent experienced national service officers of the various veterans
organizations that help to act as a liaison between the veterans and the
Administration.

So we feel that Congress would be highly justified in enacting this
provision of law.

I grant you that there might be some resistance on the part of the
Veterans' Administration to furnishing stenographic assistance. That
would be pretty important to our organization, because they are now
furnishing stenographic assistance to about 30 of our men. If we had
to furnish that stenographic service, it would be a very material
expenditure and one which has been taken care of by the Veterans'
Administration in past years.

Therefore, we feel justified in that.
The degree to which stenographic assistance is furnished to the

other veteran organizations and to the Red Cross, I don't know, but
they all have had some in the past and some of them have office
facilities.

We feel that is fully justifiable.
We would like to see the committee report out this bill as a single

bill. so that it could receive immediate action and would like to have it
done before the time of our national convention because that is going
to be a troublesome question which the Administrator is going to be
confronted with.

H. R. 4134 would so provide. I am in a position to give much more
detailed information relative to those office facilities in the event the
committee feels it necessary to have it, but I don't want to burden you
with too many technicalities, as the principle would remain the same.

However. if it is to be incorporated in this bill, it would seem to me
that it ought to be incorporated in chapter 2, title I.

Now. the Veterans' Administration has indicated that there should
be amendment to section 302 (a) so as to authorize the Army and Navy
Officers' Disability Retirement Board to review the finding that were
made while the officers were in military service to determine whether
or not they might be entitled to officers' disability retirement benefits.

Until recently, the War Department would not permit any officer to
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take an appeal -and have the claim considered unless he had appeared
before a retirement board while in military service.

He would have gotten out by reason of a disability because he went
before a disposing board in the Army or before a medical board, a
board of medical survey in the Navy.

We presented that inatter to the War Department, and showed
where it was very unfair and they have changed the rule so as to
provide where that has happened, they will still permit them to go
before the boards. But the technicality still exists. If he didn't
go before the board during his service, then he would have no right to
a review.

That is because of the language that says that the Board of Review
may review the findings and decisions of such retiring boards.

We suggest that we put in "or board of medical survey." It ought
to cover any kind of board that has arranged for the discharge or
the release from active duty of any officer so that he isn't deprived of
a review by the review board.

There have been some outstanding cases of injustice because of
this technical consideration by the Navy Department and the Vet-
erans' Administration.

I emphasize the fact that the words "disposition board" ought to be
incorporated in section 302 (a) together with a "Retiring Board" or
"Board of Medical Survey."

That same language should also be provided-well, there should also
be the same. kind of language in Section 302 (b) so as to provide:

No request for review under this section shall be valid unless filed within 15
years after the date of retirement for disability, or after the effective date of
this act, whichever is the later.

It was reported in the column of Lieutenant Commander Krum, that
they would not consider any discharge that had been effected prior to
the enactment of this act. On the following day he apologized, stating
that it would be considered.

So that there might not be any possibility of misinterpretation, it
would appear that that additional language should be in the section
so there couldn't be any refusal of the Board to consider a -discharge
prior to the enactment of the act.

Now, if title II, the educational provisions, are to be retained, then
we would agree with the Veterans' Administration and with the
American Legion, and the Veterans of Foreign Wars that any require-
ment as to eligibility that a man's education must be interrupted,
s!oud be eliminated.

Therefore, the language beginning on line 22, page 11, of H. R.
3749, should be deleted "and whose education or training was un-
peded, delayed, interrupted, or interfered with by reason of his en-
trance into the service, or who desires a refresher or retraining course
and," and at the end this language should be deleted:
That any such person who was not over 25 years of age at the time he entered
the service shall be deemed to have had his education or training impeded,
delayed, interrupted, or interfered with.

I was mistaken. I don't believe the Veterans' Administration
recommended that, but I believe the Amnerican Legion and the Veterans
of Foreign Wars, did, and we concur.
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Also as to the extension of the period of eligibility, we concur with
the recommendation of the Veterans' Administration, and the other
organizations, that there should be permissible legislation to provide
for intei i'ive short courses and correspondence courses, and perms-
Sion to arrange for the tuition accordingly.

That really ought to be provided for retroactively because there are
some that took up short courses.

For example, I had a veteran in the office who took up a short course
in aviation, flying, in order to get his license. It was subsequently
found, after he had gotten more than half through that the Veterans'
Administration could not reimburse him for the tuition. That is all
the education he wanted.

Therefore, I think that particular provision ought to be made
retroactive so that where there was a transaction in-good faith, it
should be possible for the Veterans' Administration to pay it, or the
particular institution should sustain the loss.

And such a provision would probably have to be in title II, part 8,
subparagraph 3 (b).

hi subparagraph 7, we have the proposition that would arrange for
the veteran who was entitled to training under either part 7 or part 8
to take an option, and we believe that should be deleted, and that it
should be read:

Any such veteran eligible for the benefits of this part, who is also eligible for
the benefit of part 7, may elect which benefit he desires during any particular
period, but shall be eligible to receive either or both such benefits successively.

I have already advanced the reasons why we believe that to be
desirable.

Now, then, if the l)rovisions of S. 1031 are not to be separately
reported out, and this bill, H. R. 3749 is destined to go through shortly
then we believe the proper place of insertion would be at the end
title II, on page 20. after line 18, as an additional section 403.

I have already stated why we believe that to be the case.
XVe agree with the Veterans' Administration recommendation rela-

tive to certification of eligibility and so forth on loans, although, as we
pointed out, we believe that the entire responsibility should be
referred to other agencies.

Relative to the matter of a normal value as to property, we suggest
that that all might be much simplified if we were to use the word
"reasonable marketable" wherever "normal value" appears--"reason-
alle nornial value."

We don't know for sure whether or not we are going to have a con-
tinued increase in prices, and if we prevent the disabled veteran from
getting jg a hou w or farm at the present prices, we might be doing him
an injustice. He has to view his future on the basis of what the situ'a-
tion now is. We don't walt hin t') p-tv more than a reasonable mar-
ket value, but he ought to have that privilege.

I point out. however, I hat ii Ir, 'N, t given the privilege of getting
benefits on an -'earned merit" basis through a readjustment insurance
polcy he himself could make the decision because it would be money
that le earned.

We also agree with the -ecoi iendatiniis made by the Veterans' Ad-
ministration for an additional sec .ion at the end of title III if that
pr,,visiof is to 1he reta iel iM the law. .,

248



AMEND SERVICEMEN'S READJUSTMENT ACT OF 1944 249

As to the title IV of the bill, pertaining to employment service iii
-ection 601, in line 11, where it says that the einpioymeiit representa-
tive shall be a veteran of the wars of the Urnit(d States. we think that
there ought to be a (hemonstratio)n that (lisbled veterans are employ-
able. Ninety percent of lIhe veterans are rated as less than totally dis-
'ibled and therefore need employment, and if properly placed, are just
as serviceable and just as prodtictive as other einployables.

I think it is appropri ate to call attention to that. in view of the fact
that this is "National Employment of the Physically Handicapped
Week." This is the first time that "National Employment of the
Physically Handicapped Week" will be observed in this country. The
purpose of it is to point out to employers the desirability of employing
handicapped citizens and handicapped veterans, and to point out the
advantage of doing so on the ground of their relatively greater pro-
ductivity, and serviceability, generally speaking.

A person already handicapped recognizes the difficulty of obtaining
a job, and is fearful of obtaining additional disability and therefore,
ordinarily speaking is inclined to be careful and cautious not to incur
an additional disability and consequently will have less accidents, gen-
erally speaking, less absenteeism from the job, than is true of other em-
ployees.

Moreover, wanting to obtain a job, he generally is apt to be more
productive and serviceable, more apt to be loyal, more resourceful than
is true of other employees.

That is not always so, but is generally true if he is placed in accord-
ance-witdh his abilities and -,titudes.

Therefore we believe that the Federal Government should set an
example of giving preference of opportunity to disabled veterans.

Since there are going to be so many of them, we believe it, would
be appropriate that every veteran's employment representative should
himself be.a disabled veteran. We urge that preceding the word
"veteran" in line 11 page 28, the words "service-disabled" be incor-
porated, so that ali of such veterans' employment representatives
would be service-disabled veterans.

Then, on section 602, page 29, we would, beginning in line 20. take
out the words "preferably veterans" and substitute the words "who
shall be service-disabled," so that all of those who are assigned to
the job of being veterans' employment representatives on the State
level and on the local level shall themselves be service-disabled veter-
ans, and therefore understand the problems of service-disabled veter-
ans.

Section 1504, in the event the committee favorably regards the sug-
gestign that we should not provide readjustment insurance policies,
then we believe that such a provision should be attached as title VII
to Public, 346, and to that end we recommend that the language
now in H. R. 3537 be incorporated as an additional amendment,
to the so-called Gi bill of rights, as title VII.

In the event that that is done, then section 1505 ought to be amended
to read as follows, on page 45 beginning with line 22:

In the event there shall be hereafter authorized any allowance in the nature
of adjusted compensation any monetary benefits received by any veteran under
this act shall be charged against and deducted from such adjusted compensa-
tion-
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eliminating the rest of that. section, so that if he did receive monetary
benefits that might be deductible from it as adjusted compensation,
since that would still be on an earned merit basis, but books, or tuition,
would not be deductible.

Under the present language, not only are the monetary benefits,
but also the benefits paid out on his account, deductible.

The last part would deduct the amount of his indebtedness on a
loan. and that doesn't seem sensible because the loan might not be
due, and we think that provision should be deleted entirely, and
therefore, that title VII should be added to the bill by including
the language in H. R. e537, and which 1 ask be inserted in the minutes
at this point.

Senator Joni\soN. Without objection, it may be inserted.
(H. R. 3537 is as follows:)

[H. R. 3537, 79th Cong., 1st sess.]

A BILL To amend the Servicemen's Readjustment Act of 1944 so as to provide readjustment
insurance for those persons who served in the armed forces of the United States during
the present war, andfor other purposes

Be it enacted by the Senate and House of Representatives of the United States
of America in CYngres8 a.ssetn bled, That an additional title be added to the Serv-
icemen's Readjustment Act of 1944 to read as follows:

"TITLE VII

CHAPTER XVI-VETERANs' RFADJUSTMENT INSURANCE

"DEFINITION S

"SEc. 1601. As used in this title--
"(a) The term 'service in the military or naval forces' shall mean active service

in the Army, Navy, Marine Corps, and Coast Guard.
"(b) The term 'person who served' shall inean a person, whether male or

female, whether commissioned, enlisted, enrolled, or drafted, who served as a
member of the armed forces or as a member of one of the reserve components
thereof.

"'(c) The term 'period of the present war' means the period beginning September
16, 1940, and ending with the termination of hostilities as proclaimed by the
President, or declared by the Congress.

"(d) The term 'combat service' means active service as a member of a unit
participating in (.,nbat with the enemy.

"(e) The term 'Department' means the War Department or the Navy Depart-
ment, or one of the components thereof.

"(f) The term 'Administrator' means the Administrator of Veterans' Affairs.
"(g) The term 'Administration' ineans the Veterans' Administration.
" (h) The term 'veteran' means any person who served during the period of the

war whether or not such service shall have terminated.
"(i) The term 'widow' means an unremarried widow or widower of the veteran.
"(j) The term 'wife' means a lawful wife who is living with the veteran at the

time of his death, and shall include the term 'husband' as the context may require.
"(k) The term 'child' means a natural child, an adopted child, a stepchild, and,

if designated by the veteran, an illegitimate child.
"(1) The terms 'parent,' 'father,' and 'mother' include stepfathers and step-

mothers; fathers and mothers through adoption; persons who, for a period of
not less than one year. stood in loco parentis to the veteran at any time prior to
the Ibeginning of his service: Provided, That the person who last exercised such
parental relationship with respect to the veteran shall be recognized as father
or mother, respectively, unless otherwise designated by the veteran.

"(m) The terms 'brother' and 'sister' include brothers and sisters of the half-
blood, as well as those of the whole blood, stepbrothers, stepsisters, and brothers
arid sisters through adoption.
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"SERVICE CREDIT FOR CIVIL REERTAB LIT SI M NT PURPOSES

"S.. 16Ct2. The service credit shall be computed by the Secretary of the D-par,-
meat concerned for each veteran. The amount of such credit shall be computed
in the fo'lowing manner:

"(a) There shall be allowed $3 for each day of active services within the conti-
nental 1inits of the United States, aind $4 for each day of active service outside
of the United States, during the period of the war, provided the maximuru amount
allowable shall be $4,500.

"(b) There shall be allowed In addition $500 for any battle wound for which
the issuance of a wound chevron or other decoration or medal is prescribed:
Proridcd, That the total of all service credits shall not exceed $5.000.

"Sic. 103. In computing the service credit no allowance shall be made--
"(a) for service as a commissioned officer during such time as the base pay

exceeds $3,000 a year:
"(b) for service under a permanent commisison or warrant in any of the

services, or service under a temporary commission in a higher grade;
"(c) for service as a civilian officer or employee of any branch of the

military or naval forces, contract surgeon, cadet or midshipman of the United
States Miiltary Academy, Naval Academy, or Coast Guard Academy. o)r for
service while attending or stationed at a civilian educational institution and
undergoing a course of academic instruction, or for service as a member of
the Philippine Army, the Philippine Scouts, the insular forces of the Navy,
the Samoan native guard or band of the Navy, or the Samoan reserve force
of the aIarine Corps;

"(d) for any period in excess of thirty days while c6nfined under sentence
of court martial )r civil court, or absent without leave;

"(e) for any furlough fer the purpose of engaging in civilian pursuits:
"(f) for service of any individual whose period of active military service

is terminated under dishonorable conditions;
"(g) for service of any person holding a permanent appointment, com-

mission, or warrant in any governmental agency detailed to active service
with the Army or Navy, or transferred as a part of the armed forces.

"ISSUANCE OF SERVICE CERTIFICATES

"SEC. 1604. (a) Each veteran, upon discharge after the date of enactment of
this title, shall be issued a service credit certificate for the amount of his
total service credit. Such certificate shall be issued by the Secretary of War
or Navy Department as herein prescribed: Prorided, That if the t)tal service
credit does not exceed $300, it shall be paid in cash.

"(b) Any person who remains in active service after termination of the war
and whose service has been honorable to that date shall be issued on applica-
tion a service credit certificate as provide(] in subsection (a) of this section.

"SEC. 1C05. No service credit shall be allowed and no service credit certificate
shall be issued to any person who--

"(a) is retired from active service for age or disability:
"(b) is entitled, upon discharge, to enwrgency ,ffiers' retirement pay.

"SEC. 1606. Upon application fi'ed with the Department concerned, in accord-
ance with regulations prescribed by the Se,'retary thereof, by any person separ-
ated from the active service prior t(i the (late of this title, a service credit
certificate shall be issued by the Administration upon certification by the De-
partment concerned of the amount of the total service credit. Such application
may be filed at any time subsequent to the enactment ,f this title, but no pay-
nient shall be made under the certificate issued under this section or section 5
(a) until after termination of the var, except upon a finding by the Adminis-
trator that the veteran is unemployed or unemployable, and is entitled to pay-
ment, in part or whole, of the amount of such certificate under any of the pro-
visions of section 1609 of this title.

"PAYMENT OF SERVICE CERTIFICATES

"SEo. 1607. After one year from (late of issue or termination of the war, which-
ever is the later date, the certificate, except as to the amounts paid under sec-
tion 1609 of this title, shall hear Interest at 3 per centuni, until maturity by
expiration of the ten-year period or by death of the veteran, compounded an-
nually, provided the certificates may be held after maturitV and, if so held,

77877-45- 17
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shall earn compound interest at the same rate: Provided, That if the veteran
to whom such certificate is issued shall die before the end of such ten-year period,
the amount due on the certificate shall thereupon be payable to the person or
persons designated by the veternin: Provided further, That there may be desig-
nated only one or more of the following classes: Parent, wife, child or children,
brother or sister, if any such next of kin be living, otherwise anyone: And pro-
viaed further. That in the absence or failure of such designation the amount
remaining due on the certificate may be paid to the following-named next of
kin of the veteran in.the order stated: (1) Widow; (2) child or children; (3)
mother; father; brother and sisters, or if no such next of kin be living, then as
provided for in his will or, if no will, as provided by the laws of the State in
which he died interstate. In the case of children or brothers and sisters, the
amount shall be divided equally.

"SEC. 1608. If -any veteran shall have died or shall die without applying for
or receiving the service credit certificate, application for the amount of the
service credit may be made at any time within ten years after the termination
of the war period by any of the next of kin of the veteran in the order stated
in section 10)7. The application shall be filed with the Department concerned,
whi.lh will certify to the Administration for payment the service credit: Pro-
ridei. That the amount of a service credit payable otherwise shall be reduced
by the amount of the six months' death gratuity paid by the Department con-
cerned on account of the death of such veteran. The amount payable under
this section shall be the amount of the service credit due the veteran with no
wound allowance.

'SEc. 1609. A veteran, upon surrender of his certificate to the Veterans' Ad-
ministration pursuant to rules and regulations issued by the Administrator
and subject to the terms of this title, may be paid to the full amount thereof
as follows:

"(a) If the veteran is unemployed, after having registered with the United
States Emplyment Service, he may be paid monthly installments in any amount
divisible by $5 not exceeding $100 per month during the continuance of such
unemployment, but not to exceed the total amount of the certificate;

-(b) Upon evidence satisfactory to the Administrator showing that the vet-
eran will use the proceeds of the certificate to purchase a farm, a home, or will
use the proceeds of the certificate t,, purchase or lease equipment of real estate
to be used in farming or business enterprise, or to pay the interest on a loan
made for any one or more of such purposes or to finance a course of education
or training;

"(c) For the purpose of paying an indebtedness owed by the Veteran on
any insurance policy or on any other loan, note, or obligation incurred prior
t( the end of the war period, or to pay premiums due or in advance on a
policy of national service life or Government (converted) insurance;

"(d) If the veteran shall show that he is registered at a recognized school,
college, or other institution of learning or training, he may be paid monthly
such amount divisible by $5 not exceeding $100 per month as he may deem
ne.-essary to enable him to pursue such course: Pro'ided, That no payments
shall be made under this subsection while the veteran is being afforded voca-
tional training under the provisions of Public Law 16, Seventy-eighth Congress;

"(e) Upon maturity at the end of the ten-year period, or at any time there-
after.

"SF-c. 1610. Subject to the limitations as to permitted classes, the veteran may,
under regulations prescribed by the Administrator, name more than one bene-
ficiary for designated amounts or portions thereof, and may from time to time
change the designation of such beneficiary or beneficiaries. If the Adminis-
trator is unable to ascertain the beneficiary named by the veteran, payment may
be maide as though no beneficiary were named.

"SFEc. 1611. Payment to l enefiiaries designated or otherwise shall be in ten
equi monthly installments, jnd if any part of the amount payable is less than
$:100 it may be paid in a lump sum. In the event of two or more beneficiaries,
the amount shall be paid in equal shares, if not otherwise designated by the
wvit-ran. If any beneficiary dies before receiving all of such payments, the
remaining unpaid portion may be paid to tfie other beneficiaries in the order
prescribeI herein.
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ISSUANCEE OF DUPLICATE CFRTIFICATES

"SEc. 1612. Any certificate issued under the provisions of this Act shall have
printed upon its face the conditions and terms upon which it is issued anid to
which it is subject. Upon due proof of loss, destruction, or inability to procure
possession, of a certificate without bad faith on the part of the person entitled
to payment, the Administrator may, under such regulations and with such re-
strictions as to time and retention for security or otherwise as he inay pre-
scribe, issue a duplicate thereof. A veteran who makes application for a dupli-
cate shall file with the Administration a bond in the penal sum of the face
value of such lost or destroyed certificate, or the duplicate issued, to be approved-
by the Administrator, with condition to indemnify and save harmless the United
States from any claim upon such lost or destroyed certificate: Provided, That
a bond will not be required if proof satisfactory to the Administrator shows
that the certificate which has been lost, destroyed, wholly or in part, or so
defaced as to impair its value, or has been partially destroyed or defaced so as
to impair its value, is capable of identification, and is surrendered to the Admin-
istration.

"ADMINISTRATIVE AND PENAL PROVISIONS

"SEC. 1613. The decisions of the Secretary of War and the Secretary of the Navy
and the Administrator hereunder shall be final and not subject to review by any"
court or other Government official.

"Sx.. 1614. The Secretary of War, the Secretary of the Navy, and the Admin-
istrator shall make such regulations not inconsistent with this Act as may be
necessary effectively to carry out the provisions thereof, and may make such
joint regulations as are necessary for such purpose.

"SEC. 1615. The Secretary of War, the Secretary of the Navy, and the Admin-
istrator of Veterans' Affairs are authorized to employ such additional personnel
as may be necessary to administer their respective functions under this Act
subject to existing law with respect to personnel matters.

"So. 1616. Any person charged with the administration of any part of this
Act shall make a full report to the Congress the first month of each year as to
the administration thereof.

"SEc. 1617. Appropriations necessary to carry out the purposes of this Act are
hereby authorized. The appropriations for the War and Navy Departments and
the Veterans' Administration for personnel, travel, and other administrative
purposes shall be available for the administration of this Act.

"SEc. 1618. Any amount payable or any certificate issued, or the proceeds of
any such certificate, under this Act shall be subject to the provisions of Public,
Numbered 262, Seventy-fourth Congress, August 12, 1935, as amended: Provided,
That the Secretary of the Department concerned, or the Administrator, as the
case may be, is hereby authorized to waive recovery of any overpayment made
without fault on the part of the payee if recovery would be against equity and
justice or would deprive the person of benefits under other laws pertaining to
veterans. No disbursing officer and no certifying officer shall be held liable for
any amount paid to any person where the-recovery of such amount by the payee
is waived under the provisions of this section.

"SEO. 1619. Any person who charges or collects or attempts to charge or collect
either directly or indirectly any fee or other compensation for assisting in any
manner the veteran, his dependents, or beneficiaries under this Act in obtaining
any of the benefits hereunder shall, upon conviction theerof, be subject to a fine
of not more than $1,000 or imprisonment for not more than one year, or both.

"SEC. 1620. Whoever knowingly or false!y makes any statement of material
fact in any application, certificate, or document made pursuant to the provisions
of this Act or of any regulation made under authority of this Act, shall, upon
conviction thereof, be fined not more than $1,COO or imprisoned not more than
five years, or both. Any person who fraudulently receives any amount on the
service credit certificate to which he is not entitled shall, upon conviction thereof,
be subject to a fine not less than twice the amount of such sum so received, and
in addition may be subject to imprisonment for a period of not more than one year.

"SE . 1621. Whoever falsely makes, forges, counterfeits, or alters, or causes or
procures to be made, forged, counterfeited, or altered a service credit certiftate
issued under authority of this title, or whoever passes, utters, publishes, wc sejb
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fr attempts to pass, utter, publish, or sell, any such false, forged, counterfeited,
or altered certificate, withintent to defraud the United State or any person, or
whoever has in possession any such falsely made, forged, counterfeited, or altered
certificate with intent to unlawfully use the same, or who shall refuse to sur-
render or release, upon demand by the veteran or lawful beneficiary, any certift-
vate, shall be punished by fine of not more than $5,000 and imprisonment for not
lnore than fifteen years. The Secretary of the Treasury is hereby authorized
to direct and use the Secret Service Division of the Treasury Department to
detect, arrest, and deliver into the custody of the United States marshal having
jurisdiction any person or persons violating any of the provisions of this section."

Mr. RICE. Mr. Chairman, I see my time has expired.
I hope I will have the privilege later on of appearing in connection

with several bills specifically concerning the service-disabled veterans,
and their dependents, and on behalf of the dependents of our war
dead who are entirely inadequately provided for, according to present
law.

Thank you.
Senator JOHNsON. Thank you, Mr. Rice.
You will be given an opportunity to appear later when we go into

the other legislation specifically.
(The matter inserted in the record by Mr. Rice, is as follows:)

POLICIES AND OBJECTIVES OF THE DISABLED AMERICAN VETERANS

(Extension of Remarks of Hon. Claude Pepper, of Florida, in the Senate of the
United States, Saturday, July 28 (legislative day of Monday, July 9), 1945)

It is my privilege as a service-disabled veteran of World War I to be a life
inember of the Disabled American Veterans, and a member of its national legisla-
tive committee.

Recently, there was a meeting of the national legislative committee of the DAV,
consisting of the Honorable Charles E. Pew, of Helena, Mont., an attorney at
law, as chairman; Judge Robert S. Maix, of Cincinnati, Ohio, the first national
commander of the DAV; the Honorable Jerry Voorhis, United States Representa-
tive from California; Dow V. Walker, of Newport, Oreg., chairman of the na-
tional finance committee of the DAV; and myself.

As a result of its deliberations, the DAY National Legislative Committee ap-
proved an outline of DAV policies and objectives, formulated by Millard W. Rice,
national service director of the DAY, on the basis of the resolutions adopted at
the organization's last national convention.

This outline emphasizes three principal points: (1) Preserve America and Its
Freedoms; (2) promote welfare of dependents of service-disabled; and (3)
promote welfare of America's disabled defenders.

Under each of these principal points are a considerable number of specific
objectives, after each of which there is indicated within parentheses the identity
of the legislative bill, if any, that has been introduced in Congress to accomplish
such objectives.

A perusal of these objectives indicates the many glaring inadequacies, inequali-
ties, and inequities which still exist in the laws pertaining to veterans, disabled
'veterans, and their dependents. Each of these objectives is of vast importance
to those who would b? affected by their fulfillment.

Too many of us in Congress have blandly assumed that the veteran laws in
,ur statutes are already adequate to take care of their merited needs, but that
apparently is not the case. May I make mention of the fact, for example, that
no dependency allowances are provided for any of some 300,000 service-disabled
veterans of World War I or for any of the pensioned veterans of World War II,
as indicated in point IIT-D-I?

Enactment of all of the proposed legislation set forth in this outline of policies
and objectives of the DAV should be a matter of first concern and consideration
by Members of Congress.

We must not fail adequately to provide for, those Americans who have sacri-
ficed a part of their blood, or bodies, or health in the Nation's most hazardous
employment in its armed forces during time of war.

"Tke outline is here inserted, as follows:
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"OU'l LINE OF Po, rcIEFJ4 AND OB.JIK(YrTVF OF DISABrIED AMERICAN VKFPRAN8

"I. Preserve America and its freedoms

"A. Protect America:
"1. Collaborate with Allies to force, preserve peace.
"2. Maintain adequate specialized armed forcvs.
"3. Maintain a two-oce-an navy.
"4. Produce nee(ld war mat6'iel quickly.
"5. Mobilize America's manpower efficiently.
"6. One year training for all young men.
"B. 'rovlde adequately for America's defenders and their dependents:
"1. Maintain adequate pay during service, supplemented by adequate postwar

adjustnients on an 'earned merits' basis. (II. R. 127, by Ion. John Lf-vinski,
of Michigan, now before the Committee on Ways and Means. Also I-. R. .537,
by I-Ion. John E. Phinkin and now before his (',mnmittee on World War V,,terans'
Legislation.)

"2. Liberalize national service life insurance provisions. (I1. R. 2359, by Hon.
John E. Rankin, of Mississippi, chairman of the House Committee on WIld War
Veterans' Legislation. Referred to his comnnittee. Also) S. (50. R. 57. 62.)

"3. Establish Army. Navy. and Marine Corps Boards of Appeals and Reviews,
with authority to revise discharge certificates. (Now in operation.)

"4. Medical records to he complet-y assembled before discharge.
"(. Eliminate excess profits from all-out war for freedom:
"1. Control purchasing power of United States money.
"2. Impose taxes in accordance with ability to pay.
"3. Regulate men, money, matolriel, machines toward war victory.
"D. Perpetuate Americanism:
"1. Protect Americanism by its promotion.
"2. Promote workable representative democracy.
"3. Protect democratic institutions against subversive forces.
"(a) Have all persons fingerprinted, registered, and identified. (H. R. 601,

by Hon. Raymond S. Springer, of Indiana. Referred to Committee on the
Judiciary. A. 1.)

"(b) Issue certificates to all citizens. (H. R. 415, by Hon. Har-old C. Hagen,
of Minnesota. Referred to committee e on Immigration and Naturalizaztion.)

"4. Extend citizenship to those who have faithfully served in our armed
forces. (A. 2.)

"II. Promote we-lfairc of dependents of service disabled

"A. Provide pension of $60 per month to widows of war veterans who have
died by reason (if service-connected disability, or have suffered permanent total
combat disability. (As to combat cases, H. R. 2047, by Mr. Hagen (R. 72);
as to service-connectel cases, H. It. 328, by Ilon. Edith Nourse Rogers. of 11.is-
sachusetts (R. 19). Both bills now before Comnittee on World War Veterans'
Legislation.)

"B. Provide pension of $50 per month to widows of decea:,ed war veterans who
were suffering from service-c(nnected disability. (H. R. ""52, by Mrs. Rogers,
now before ('ommittee on World War Veterans' Le,islation. (R. 73.)

'T. Eliminate 'needs' test. (H. R. 1416, by Hon. A. Leonard Allen, of Loui-
siana; now before the Comnmittee on World War Veterans' Legislation. R. 33,
41.)

"C. Extend pensions to dependents of veterans who have suffered disabilities
treaceable to examinations, or hospital treatment, or vocational training. (H. R.
569, by Mr. Rankin, and now before his Committee on World War Veterans'
Legislation. R. 74.)

"D. Widows otherwise eligible for pensions to be eligible if married to and
living with the veteran for 2 years immediately preceding his death, or, if being
marrie(l, she gave birth to a child by the veteran. (H. R. 2150, by Mr. Hagen.
Referred to Committee on Invalid Pensions. R. 34, 69.)

"E. Provide pensions to dependent parents of deceased service-connected dis-
abled war veterans. (H. R. 2047, by Mr. Hagen. 'Now before Committee on
World War Veterans' Leuislation. II. R. 3732, by Mr. Rankin, regardless of any
other governmental income.)
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"III. Promote weIftare of America'8 disabled defender

"A. Keep Veterans' Administration primarily for disabled veterans and their
delndents, and transfer other responsibilities to other agencies. (R. 4, 18.)

"B. Extend Disabled American Veterans' services to all of America's disabled
veterans and their dependents (N. S. Rept.) :

"Through expanded national and local service officers' set-up and by extensive
educational publicity.

"'C. Liberalize adjudication policies:
"1. Decentralize authority to readjudicate all claims, with right to suit after

final denial. (H. R. 150 -ind H. J. Res. 192, by Hon. Jerry Voorhis, of California,
and referred to the Committee on World War Veterans' Legislation. Also S. 1166,
by Senator Butler before Senate Committee on Finance. R. 71.)

"2. Reinstate direct-service connections granted in 1933-34 by the President's
Review Boards. (H. R. 559, by Mr. Rankin. Now before the Committee on World
War Veterans' Legislation. R. 2.)

"3. As to aggravations. (H. R. 1935, by Mr. Rankin. Now before Committee
on World War Veterans' Legislation. R. 49, 65.)

"'4. As to disability retirement benefits. (H. R. 1365, by Hon. Overton Brooks, of
Louisiana. Now before Committee on Military Affairs. R. 2, 67.)

"D. Increased monetary benefits for disabled defenders:
"1. Provide living-cost allowances for dependents of all compensated and pen-

sioned disabled veterans. (H. R. 1872, by Mr. Rankin. Now before Committee
on World War Veterans' Legislation. Also S. 1031, by Senator Ed Johnson. Now
before Senate Committee on Finance. R. 17, 64.)

"2. Increase vocational-training pay. (H. R. 551 and H. R. 1872, by Mr. Rankin.
R. 64.)

"3. Increase compensation and pension payments by 10 percent for each 10
percent increase in the cost of living over 1940 figures. (H. R. 1291, by Hon. J.
Hardin Peterson, of Florida. Referred to Committee on World War Veterans'
Legislation. R. 14.)

"4. Extend 15 percent increase to statutory awards. (H. R. 1944, by Mr.
Rankin. Referred to Committee on World War Veterans' Legislation. R. 37.)

"5. Provide same compensation rates for World War II veterans as to World
War I veterans. (H. R. 1936 and H. R. 3644, by Mr. Rankin, and referred to his
Committee on World War Veterans' Legislation. R. 2.)

"6. Provide minimum 10 percent rating for wounded or gassed veterans. (H. R.
138, by Mr. Voorhis, and now before the Committee on World War Veterans'
legislation. Also S. 1164, by Senator Hugh Butler, referred to Committee on
Finance. R. 1-5.)

"7. Increase basic ratings by 20 percent for each 5 years after age 40. (H. R.
1582, by Mr. Voorhis. Referred to Committee on World War Veterans' Legislation.
]1. 16.)

"8. Restore full compensation to the so-called presumptives. (H.-R. 575, by Mr.
Rankin. Now before the Committee on World War Veterans' Legislation. R. 18,
a1.)

"'9. Provide full compensation for single veterans while hospitalized. (H. R.
536, by Mr. Peterson, and referred to Committee on World War Veterans' Legisla-
tion. Also H. R. 3712, by Hon. John Lesinski, now before his Committee on Invalid
Pensions. R. 23.)"10. Increase pensions to war veterans with permanent total non-service-
connected disabilities to $60 per month. (H. R. 1451, by Mr. Voorhis of Cali-
fornia. Referred to Committee on World War Veterans' Legislation. R. 9.)

"11. Authorize payment of compensation for partial service-connected disability
plus the percentage of pension for permanent total disability (nonservice) equal
to the difference between 100 percent and his degree of service-connected dis-
ability. (H. R. 555, by Mr. Rankin. Now before Committee on World War
Veterans' Legislation. R. 13.)

"12. Increase pension to service-disabled regulars to 90 percent of wartime
rates. (H. R. 279, by Mr. Lesinski. Referred to the Committee on Invalid
Pensions. R. 2.)

"13. Increase attendant's allowance to $75 per month. (H. R. 1933, by Mr.
Rlankin. Now before Committee on World War Veterans' Legislation. R. 28.)

"E. Liberalize Veterans' Administration determinations:
"1. Facilitate and expedite adjudications of claims of disabled veterans.

(R. 5, 25.)
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"2. Determine permanent and total disability on individual ability to follow any
substantially gainful occupation. (H. R. 106, by Mr. Voorhis. Referred to Com-
mittee ,n World War Veterans' Legislation. R. 10.)

"3. Eliminate statutory limitations as to applications for benefits. (H. R. 1365
and H. R. 3762, by Mr. Brooks, as to disabled emergency officers' retirement bene-
fits; referred to Committee on Military Affairs. H. R. 1702, by Hon. John J.
Sparkman, of-Alabama, as to decorations, and referred to the Committee on Mili-
tary Affairs. H. It. 1124, by Hon. Frank Carlson, of Kansas, as to adjusted com-
pensation; now before the Committee on Ways and Means. H. R. 1932, by Mr.
Iankin, as to veterans' benefits, and referred to Committee on World War
Veterans' Legislation. R. 67.)

"4. Limit misconduct bar to willful or felonious misconduct. (H. R. 560, by
Mr. Rankin, and referred to the Committee on World War Veterans' Legislation.
R. 20.)

"5. Adjudicate claims retroactively according to facts. (H. . 564, by Mr.
Rankin. Now before Committee on World War Veterans' Legislation. R. 70.)

"6. Forfeit benefits only where evidence is clearly not sufficient, but subject those
guilty of fraud to fine or imprisonment. (H. R. 500, by Hon. John L. McMillan,
of South Carolina. Referred to Committee on World War Veterans' Legislation.
R. 22.)

"7. Extend time within which to make appeal from decisions of rating agencies.
(H. R. 695, by Ion. Joseph R. Bryson, of South Carolina. Now before Committee
on World War Veterans' Legislation. R. 66.)

"8. Provide minimum rating of 1 percent for veterans noted as having some
disability at time of discharge. (H. R. 1495, by Mr. Allen of Louisiana; referred
to Committee on World War Veterans' Legislation. R. 12.)

"9. Reduce permanent ratings only for fraud or gross error. (H. R. 1579, by
Mr. Rankin, and referred to his Committee on World War Veterans' Legislation.
R. 11.)

"F. Liberalize insurance benefits.
"1. Reduce interest on Government insurance policy loans to 3Y percent.

(S. 447, by Senator Brooks. Rept. 364, by Senate Committee on Finance, after
having passed Senate on June 21, now before House Committee on World War
Veterans' Legislation. R. 2.)

"2. -Permit suit on any Government life-insurance policy at any time. (H. R.
1293, by Mr. Peterson, and now before the Committee on World War Veterans'
Legislation.)

"3. Insurance judgments to be binding upon Veterans' Administration until
modified by court order. (II. R. 722, by Hon. John S. Gibson, of Georgia; referred
to Committee on World War Veterans' Legislation. R. 58.)

"4. Make Government life-insurance policies incontestable after 1 year and
return premiums on canceled policies. (H. R. 533, by Mr. Rankin. Referred to
Committee on World War Veterans' Legislation. R. 2.)

"5. Continue permanent total disability insurance protection to veterans who
have reecived 240 or more monthly installments of insurance benefits. (H. R.
554, by Mr. Rankin. Now before Committee on World War Veterans' Legislation.
R. 59.)

"G. Facilitate suitable employment of service disabled:
"1. Require Veterans' Administration to reimburse all State workmen's com-

pensation costs as to service-connected disabled veteran employees. (H. R.
1533, by Mr. Rankin; referred to Committee on World War Veterans' Legis-
lation. E. 6.)

"2. ExtLtnd effective preference for veterans, their wives, and widows, for all
Government employment for which qualified. (H. R. 3256, as to disability
retirement, by Mr. Ramspeck. Passed by House on July 3; H. Rept. 757. Now
before Senate Committee on Civil Service.)

"3. Extend full vocational training and suitable employment to all handi-
capped service veterans (H. R. 562. by Mr. Rankin. Now before Committee on
World War Veterans' Legislation. E. 3, 4, 5, 7.)

"4. Exempt disabled veterans deemed to be a risk to civil-service retirement
fund from the provisions of such act, and then cover them into the social security
retirement provisions. (H. R. 314, by Mr. McMillan; referred to Committee on
the Civil Service. E. 11.)

"5. Provide optional civil-service retirement after 25 years of Federal employ-
ment. (H. R. 74, by Hon. Thomas J. Lane, of Massachusetts. Now before
Committee on the Civil Service. E. 8, 9.)
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"6. Credit vocational training for civil-service retirement. (H. R. 1893,
hy lion. Pat Cannon, of Florida. Now before Committee on the Civil Service.
E. 10.)

"7. Extend preference and credit to war veterans as to purchase of surplus
property. (L. 3.

"& Extend credit for time lost by reason of service-connected disability for
railroad reeirenient purposes. (L. 4.)

"H. Eliminate existing inequalities and inequities as among various similar
groups of disabled veterans and their dependents, and uniformize administrative
provisions. (R. 2.)

"]. As to useless limbs. (H. R. 2254, by Mr. Brooks. Referred to the
Committee on World War Veterans' L-gislation.
"2. Compensation and pension defined. (H. R. 193S, by Mr. Rankin and re-

ferred to the Committee on World War Veterans' Legislation.)
'3. As to number of dependents. (H. R. 561, by Mr. Rankin. Now before

Committee on World War Veterans' Legislation.)
"4. As to children. (H. R. 582, by Mrs. Rogers. Referred to Committee on

World War Veterans' Legislation.)
"5. As to parents. (H. R. 556, by Mr. Rankin, and now before World War

Veterans' Committee.)
"T. As to statutory awards. (H. R. 3644, by Mr. Rankin, H. Rept. 934, by

World War Veterans' Committee. Passed by House on July 20. Reported by
Senate Committee on Finance, H. Rept. 549, on July 20, 1945.)

"I. Needed hospitalization, domiciliary care, and out-patient treatment to be
available for all veterans with service-connected disabilities. . (S. 1203, by Sen-
ator Johnson. R. 26, 27.)

"J. Additional Veterans' Administration facilities according to veteran popu-
lation needs. (H. R. 1422, by Honfil Joe E. Bates, of Kentucky; now before the
Committee on World War Veterans' Legislation. R. 2.)

"K. Liberalize adjunct treatments and dental treatment. (R. 30.)
"L. Provide miscellaneous benefits:
"1. Liberalize State laws and appropriations affecting veterans and their

dependents and their organizations. (N. S. D. Rept.)
"2. September 8, 1939, beginning of World War II. (H. R. 1945, by Mr.

Rankin, and referred to the Committee on Invalid Pensions.)
"3 WAAC to have same status as WAC. (H. R. 1406, by Hon. Clinton P.

Anderson, of New Mexico. Referred to Committee on World War Veterans' Legis-
lation. B. 3.)

"4. Extend adjusted compensation for Wvorld War I provisional officers. (H. R.
1161, by Mr. Carlson, referred to Committee on Ways and Means. R. 21.)

"5. Issue new adjusted-service certificates for those not recoverable. (H. R.
1162, by Mr. Carlson. Now before Committee on Ways and Means. R. 2.)

"8. Orthopedic appliances for all veterans who need them. (H. R. 1581, by Mr.
Rankin. Referred to Committee on World War Veterans' Legilation. R. 3.)

"7. National war memorial auditorium in the Nation's Capital. (H. R. 770, by
Hon. Harry R. Sheppard, of California. Referred to Committee on Public Build-
ings and Grounds. L. 21)

"8. Increase burial allowance to $200. (H. R. 1939, by Mr. Rankin. Now before
Committee on World War Veterans' Legislation. R. 78.)

"9. National cemetery in every State. (H. R. 1273, by Hon. Paul J. Kilday. of
Texas. Referred to Committee on Military Affairs. L. 1.)

"10. Veterans' Administration to conduct research re tuberculosis and other
ailments. (R. 34.) 0

"11. Liberalize eligibility for mustering-out payments. (H. R. 731, by Hon.
Bernard W. Kearney, of New York. Referred to Committee on Military Affairs.
R. 36.)

"12. Chiropractic and osteopathic adjustments to be available for treatment
of veterans. (R. 80.)

"13. Incompetents to be transferred with two attendants with all costs plus
$5 per day per attendant. (R. 79.)

"14. Exempt allotments by servicemen, as well as Veterans' Administration
pensions, as income for old-age-assistance purposes. (L. 5.)"

This comprehensive, well-integrated program of policies and objectives of the
Disabled American Veterans looks toward the best welfare of those who must
continue for the rest of their lives to pay the price of patriotism-the Nation's
war disabled veterans and their dependents, and the dependents of our war
dead-and at the same time having in mind the best welfare of our country.
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Wje help to protect, preserv,, :ind pronlio'e America arid the workibility of its
represelilntivo form olI government, in tie fila l analysis, by providing advqinately
for the welfare, of A mrici's lisniblid defenlders.

'o th, end thamt d.,sfei'viig dis:i hhld veleraris of all of America', wa rs, a id ihoir
dependents, nmiay be properly ld'ormed, advised. and assisted as to thir rights,
a iidl is how lechi(i le ly to est ablsh their eiiitlein init to governmential be. nfits

to which they may be lawfully and equitahly entitled, th IAV is lpig been
maintaliiug the largest staff of any of the national veteran rganizat iolns of
fuil-time nato naliIly paid national si.,rviv offi,.ers-l( 'c ted in most of tht, regiorlal
offices of the+ Vetorins' Admiriistrlitioii.

Its Nation-wide set-up of trained sei-vice officers is now being sl,'idily expanded
through its sponsorship of a specialized voicational trainiiig colll'',, whereby
haini(icapped disabled veterans of World War II are becoming full-time employees
of he DAV as national service officers. This training program, iinder Public Low
No. 16, consists of two 12-wock semesters, with 1 week's vacaiion betwen se-
mesters, at the Anerican University, 1901 F Street NW., Washington, I). .,
followed up by one-the-job p'acemeit training-len ring h.y doing-of up to 6
months under the supervision of each of three different experienced national DAV
service officers l(,ated in three different regional offices of the Veterans' Adminis-
tration.

During the course of this vocational training, the trainees receive monthly
maintenance allowance from the Veterans' Administration of per month,
plus $11.50 for a wife, and plus $5.75 for each minor child or dependent Darent-
which the ).\V is now trying to persuade ('o ogress should be increaed up to a
basic training allowance of $115 per month, plus $25 for a wife. $15 fLor the first
child, $12 for the second child, and $10 for each additional child o)r dependent
parent, as per the provisions of S. 1301, introduced by Senator Ed. Johnson of
Colorado and now before his subcommittee on Veterans' Affairs, of the Senate
Finance Committee.

While at the American University, the DAV supplements the Veterans' Admin-
istration allowance by an additional $25 per month, and increases that up to $50
per month after the trainees have started their placement training, with gradual
increases thereafter according to their relative merits.

Four groups of trainees have so far been enrolled at the American University.
The next group will matriculate on August 20, and thereafter an additional group
of up to 50 will enroll every 13 weeks, until 400 or more handicapped veterans
of World War II have thus launched their career of service to the human after-
math of America's wars.

Every veteran of any of America's wars who has been either wounded, gassed,
injured, or disabled, by reason of his active service in America's armed forces,
or in the armed forces of one of its allies, during time of war, is eligible for mem-
bership in this exclusive congressionally chartered association, the Disabled
American Veterans.

Every disabled war veteran ought to support the legislative and service activ-
Ities of the DAV by becoming one of its paid-up active members, preferably as a
life member. If born prior to January 1, 190-, an eligible may become a life
member upon payment of $50, or, if born thereafter, $100, payable in cash, or by
a down payment of $5, plus such installments as will complete its full payment
by the end of the next succeeding fiscal year, which would now be June 30, 147,
after which there would be a carrying charge of $5 per year until the full amount
had been paid.

About 40 percent of all of the members of the DAV, located in its some 900
chapters throughout the country, are fully paid or partially paid life members.
Now, while jobs are still plentiful, is the advisable time for eligibles to become
fully paid life members of the DAV so that ther own organization can continue,
during the lean years of tile postwar peacetime reconversion period, to render all
needed service to, for, and by America's disabled defenders.

Application and payment for DAN life memb-rship should be sent to my good
friend. Mr. Vivian D. Corbly, national adjutant, Disabled American Veterans,
1423 E. McMillan Street, Cincinnati 6, Ohio.

Senator ,JonxsioN. At this time I will insert in the record a letter
under date of October 11, 1945, addressed to Senator George, from the
Very Reverend Monsignor Frederick G. Hochwalt, director of the
National Catholic Welfare Conference.
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(The letter referred to is as follows:)
NATIONAL CATHOLIC WELFARE CONFERENCE,

DEPARTMENT OF EDUCATION,
Washinglon 5, D. C., October 11, 1945.

Hon. W.kLTER F. CEORE,
Chairman, Finance Cominittec, United States Senate,

Washington, D. C.
MY DIAR SENATR GFORGE: The department of education, National Catholic

Welfare Conference, welcomes the opportunity to offer comment and recommen-
dations in rievte nce to Publ.c Law 346 and House Act 3749.

lIn the e'actn 'int of Public Law :1-16 the Congress of the United States has
exhibited commendable foresight and prudence by anticipating the veteran's
readjustment problems well in advance of the avalanche of discharges which we
are now experiencing. In passing this law, Congress did not consider it to be a
payment to the veteran for a service which can never be adequately compensated
in a material way, but as an act of justice to assist hhlu once more to take his
place in civilian life which was interrupted by the war. The public was quick
to sense this idea when it dubbed the law the GI bill of rights. It would be
unfortunate, therefore, if through unwise though well-meaning amendments the
veteran were to be given the imlJression that this law is to be a type of largesse
from the Federal Government.

Recommendations are being made to the committee to liberalize the educational
benefits. through the modification of the existing Public Law 346. The depart-
ment of education wishes to submit its opinion concerning two of these suggested
changes:

1. The elimination of the 25-year age limitation.
2. A modification of section 15)5 which would make deductible from any future

compensation none, or only a part, of the tuition fees charged to the Veterans'
Administration.

Whether or not the 25-year limitation should be eliminated depends upon the
number of veterans over 25 years of age at the time of induction who have made
legritimate requests for a course of study other than a refresher or retraining
course. A sufficient number of reasonable requests might warrant a change in
the law which would make the full educational benefits available to those who
seek them. If there are only a few such requests, there does not appear to be a
sufficient reason for risking an invasion of the schools by veterans whose previous
c, itact with formal education is so remote that a return to school Njould be
of little service in their readjustment to civilian life.

The department of education suggests that section 1505 be modified so that
the differential between the amount paid in special contracts with the Veterans'
Administration and the school's established tuition fee be not deductible from any
future compensation. Although this change may somewhat alter the broad intent
of the law, it is necessary in the interest of school systems which, without the
revenue from tuition charges in excess of the established fees, cannot provide
the specialized training suitable for the veteran's education. Presently such
school systems would rather refrain from making any special provision for
veterans than risk the accusation that they had discriminated against them by
charging a fee, deductible from any possible future bonus, in excess of what was
charged the nonveteran pupil.

The liberalization of the law should be accompanied by additional safeguards
to protect the veteran and the Government from exploitation through irrespons-
ible institutions of learning. Changes already incorporated into the law by Act
3749 may lead possibly to abuses which would expose the veteran to utter dis-
Illusionmint when he discovers that certain very promising education courses
proved to be a waste of time and effort. Any school which offers instruction
valued at more than $500 for a period of less than 30 weeks should be carefully
investigated by the Veterans' Administration in cooperation with recognized
accrediting agencies.

Th- department of education recommends that subsistence allowances be fixed
at not more than the median rates reported by the colleges as needed for board
and room either on or off the campus. Married veterans with one or more
children should be granted a subsistence allowance for each child.



AMEND SERVICEMEN'S READJUSTMENT ACT OF 1944 261

The-department of education hopes that the suggested changes in the law are
in keeping with its broad purpose and will work for the general welfare of all
veterans.

Very sincerely yours,
FDFmiICK G. HocHwAIJ, Director.

Senator JoHNsoN. I will also insert in the record at this point a
telegram from Theodore H. Silbert, executive vice president, Standard
Factors Corp., 270 Madison Avenue, New York, N. Y.

(The telegram referred to is as follows:)
NEW YORK, N. Y., October 10, 1945.

RALPH FIWDrRicK,
Senate Office Building, Washington, D. 0.

Regret, because of inability to make plane connections, I am unable to be
present at hearing on Thursday re GI bill of rights as suggested by you. Strongly
urge for the particular benefit of veterans and banking and financing institutions
nationally that the amendment to the GI bill should provide that accounts re-
ceivable and inventories be acceptable to the Government for automatic loan
coverage. Such an amendment would permit additional hundreds of thousands of
veterans to go into business for themselves. Suggest this telegram, if possible,
be incorporated in the record.

THEODORE H. SILBERT,
ExTecutive Vice President, Standard Factors Corp.

Senator JoriNsoN. Mr. Brannan.

STATEMENT OF CHARLES F. BRANNAN, ASSISTANT SECRETARY OF
AGRICULTURE, ACCOMPANIED BY J. E. WELLS, JR., DEPUTY
GOVERNOR, FARM CREDIT ADMINISTRATION, AND ROBERT W.
HUDGENS, ASSOCIATE ADMINISTRATOR, FARM SECURITY
ADMINISTRATION

Mr. BRANNAN. I am grateful to this committee for the opportu-
nity to present the Department's views regarding H. R. 3749.

The Department of Agriculture is primarily concerned with title
III of this bill, entitled "Loans for the Purchase or Construction of
Homes, Farms, and Business Property," and my comments will be
confined to this title, and in particular to sections 500 and 501, which
contain the general provisions for the guaranty of all types of author'
ized loans, and section 503, which specifically applies to agricultural
loan guairanties.

Our concern stems from the fact that we are interested in any and
all legislation which is designed to assist those veterans who elect to
reestablish themselves on the farms of the Nation and also from the
fact that this Department has, by delegation from the Adminisitrator
of Veterans' Affairs been engaged in carrying out the above-numbered
sections of the act relating to this function.

Although H. R. 3749 would reenact many of the provisions of the
Servicemen's Readjustment Act of 1944, it proposes the repeal of sev-
eral of its provisions which we believe highly desirable and changes
the application of others in such a way as to defeat the original
intention.
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PROTECTION OF VETERANS AGAINST EXPLOITA'rION

The bill before this committee does not provide the veteran with
the safeguard and impartial information and advice regarding the
values of farms farm equipment, or livestock to be purchased by him
that are available under the present act.

Language designed to afford protection against the purchase of land
and equipment at excessively inflated prices and to guide the veteran
away from incurring debt loads beyond his ability to repay are to be
found in the present GI Act. For example:

The act now provides that before the Administrator of Veterans'
Affairs guarantees the prescribed portion of a loan to a veteran he
shall determine certain facts. These findings include:

(a) That the property he buys will be useful in and reasonably
necessary to his proposed operation;

(b) That the ability and experience of the veteran are such that
there is a reasonable likelihood of his success; and

(c) That the purchase price of the property does not exceed its
reasonable normal value as determined by proper appraisal.

The bill also proposes that such findings, in general, shall be made,
but specifies that these findings are to be made by the lender.

Only certain established lending institutions and such other lenders
as may be approved by the Administrator of Veterans' Affairs may
exercise this function for the Government and the veteran under this
bill, and while these institutional leaders generally may be expected
to deal fairly with veterans, the opportunity is present for some lenders
to countenance the sale of property to veterans at unreasonable prices
and allow them to be saddled with excessively heavy debts without
limitation or review.

It is also to be especially noted that the bill has omitted the word
"normal" as one of the elements of the present finding regarding the
amount of the purchase price.

This finding would be changed to read:
The price shall not exceed the reasonable value as determined by the leader's

appraisal.

There is always the possibility for wide variation in the opinions
of reasonable men as to the "reasonable value" of a particular item
of property. Land may have a "reasonable value' when judged
by its long-term earning capacity. It may have a greatly different
"reasonable value" when judged by present market conditions or
immediate resale potentialities. Under the proposed amendments
there would be no uniformity in any county, State, or throughout the
Nation in the determinations of value.

It is clear from the legislative history of this portion of the present
act that the Congress inserted the term "normal" for the purpose
of indicating that the Administrator of Veterans' Affairs, or the
agency he should designate to assist him in approving farm loans for
guaranty, should take into consideration other factors than the cur-
rent market price in determining the value of land, and that the
Congress recognized that land prices were at the present time well
above the averages for previous years and that there may be'some
adjustment downward from the peak which land prices had reached
during the war or may reach in the immediate postwar period.

262



AMEND SERVICEMEN'S READ.JSTMENT ACT OF 19,14 263

During t li past (ogress Juas tllli tle11rm "norlivl" in legislation
deal ilfg with loa s on farms, and its 'oliept is gertwnrally nder-,ood
for thiiis purse iii the fai'i-milortcgage 1 Jli rig field : hen.c, we be-
lieve some relationship of guaranteed loats to normal values -hoild
be retained in the legislatio)i. Fuirtler, some reference of th, rfla-
tionship of current market prices to jjormal values sholld bv helpful
to the veteran who will assume t lie obli-at ioi.

Senator imijiiNx. Would you say that, generally -peakinig. farm
lands are now pried at an abjiormal level .

Ir. BRAN NAN. The figures of the Burva: of Agricultural Ec:onomies
show they are well above, running as much as, in sonme vases, perhaps
100 percentt or more above the prewar values of agricultural land.

We in the Department do not take the position that what the prices
of lands as they prevailed before the war. lets Say 193.5 to 1939,
are the prices to which lands are going again after the readjustment
of this war takes place. But by the saite token we do not say that
the price of wheat will go back to the 1935 to 1939. level.

We all hope. and I am sure the Congress intends, by much of the
legislation that it has before it, that we shall maintain a higher price
level for farm products, and that there will be a corresponding reflec-
tion of those prices in farm land prices.

But I do think that the general concensus would be today that the
prices at which farms are selling in many parts of the country are
above what would be normal over a long period of time, taking into
consideration the years prior to the war, the war, and subsequent to
the war.

Senator MILLIKIN. That raises a point that bothers me some be-
cause I would like to think that the inflation we are in in many direc-
tioms is only temporary and that we are going back to what might be
called normal as to level of prices. But there is also much opinion
that it is not, temporary, that we are in for a continuing inflation.

The optimists hope that it will be very gradual. The pessimists
think we are going into a progressive inflation. If we get to specu-
lating about those things too nmch, how is the soldier going to get
a farm?

Mr. BRANNAN. Well, Senator-
Senator MILLIKIN. I mean, who can say that the price of farm lands

isn't going to rise gradually for a rather long period of time? Cer-
tainly, if we are in for long-term inflation, then it may be reasoned
that farm lands will be in for long-term inflation and I think quite
an argument could be built up for that.

I am not putting forth an argument for either side. I am trying
to settle in my own mind what is the proper criteria on which a farm
purchased for a serviceman may be realized, what is the proper criteria
by which to judge the purchase of farm lands by servicemen.

As I say, I would like to think thit we are gnig to get out of this
inflation, but who is in position to say?

Carrying the argument a little further, if we turn down the appli-
cation of a serviceman to make a farm purchase today because we
think the price is going lower, suppose those who say it 'will continue
to go higlier for a long i)eriod of time are right,- then we have per-
haps rendered a disservice to the serviceman.

Mr. BRANNAN. Of course.
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Senator MulijiN. We get into an (norni1oIs field of speculation,
and how can we cut through that to get a solid foundation on which
toproeed ?

Mr. Bn.N-N. It is my understanding that this, mr any comparable
language in the bill is designed not to state with definite certainty
what the trend is going to be. and what the veteran c.an actually pay
out of lhe earnings of that land for the land over the period of his
repayinent st.hedufle, say, maybe :0 to 35 years, if some of the patterns
of the repayment which are not prevalelt and recognized by the Con-

were adopted, but the Congress has provided for in the Depart-
ment of Agriculture a bureau known as the Bureau of Agricultural
E.onolics, in which we have a group (,f people who study these things,
and do a - be st they can to predict-I mean, to forecast-what would be
the general trends.

At least they can go- back over the history and tell us what happened
in previous decades following the previous wars, and leading up to
those wars, but that isn't the final criterion.

Senator MILLIKIN. Can they tell us, for example, whether or not
we are going to balance our Budget, and if so, when?

Mr. BRANNAN. NO.
Senator MILLIKI.N. If they can't predict that, how can they predict

what the value of lands or anything else will be?
Mr. BR_ ANNAN. Well, Senator, they can, perhaps, help us by saying

that the price of farm commodities prior to the war were such and
such- they were during the war such and such.

Now, at least, your veteran, or any individual who is about to buy
a farm ought to take these factors into consideration, because your
farm is your home and your business combined, and you are going
to pay for your farm out of the operations of that farm, out of what
you can take out of the soil with the use of your hands, and take
the products of that soil to the market place.

Senator MruiINu. At the prices you can get.
Mr. BRANNAN. Yes.
Senator MmLLIKIN. There comes the great question. What is the

price going to be e
Mr. BRAN..AN. If we can give the benefit of what knowledge is

being developed from time to time in those fields, I think we have
gone as far as we can go.

Snator MILLIiN. I fully agree, he should be advised.
Mr. BRA-,\NAN. Yes.
Senator MILLIKiN. I am just wondering what is the language we

can put into this act that would protect the veteran. Frankly, I
haven't any language that would produce that result, and I am not so
sure that there is any language that can be put into the act to produce
that result, because I don't think any man today can predict whether
we are merely in a little temporary inflation, or whether we are going
to go into more and more inflation, because that centers around the
things I mentioned, when we are going to balance our budget, if we
are going to balance it.

There are factors that can't possibly be calculated at this time. I
am just wondering how you can soundly advise a man as to when lie
should buy.
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Mr. Br,%NNAN. WVllI, Senator, I am in perfect accord with your
expression that no one( can predict it, and no one that I know of now,
would attempt to actually predict what is going to hip ptn in the
next few years to farm prices, the prices of farin (1o011c)( ities, or the
prices of the land.

But there are available to us for examination, and such study as we
care to make of it, and it is available to the veteran, and to anyone else
interested in farms and farm prices, some analyses of what has taken
place, and what might take place under certain circiimshao ces in the
future, such as full employment, and partial employment, and many
of the other factors you spoke of.

I agree that it cannot be reduced to an exact science and we have to
assume that by the term "normal" in here, that th.e Congress wanted
the agencies of the Government who administered the bill to at least
concern themselves with something beyond the pre-sent market value
of lands, and equipment.

Now, I might say at this time, Mr. Chairman, that there is also
present here, Mr. James E. Wells, Jr., Deputy Governor of the Farm
Credit Administration, and also Mr. R. W. Hudgeiis, Associate Admin-
istrator of the Farm Security Administration.

These two agencies have been taking the part of the Department of
Agriculture in assisting the Administrator of Veterans' Affairs in
carrying out his work.

I am sure that Mr. Wells is much better equipped than I to talk
about the matter of appraisal and what matters go into it, and if you
care to, I can refer the question to him now, or at the end of the
discussion.

Senator MILLIKIN. Let it come along in due course.
Mr. BRANNAN. It is also important to observe that farm lands are

in a peculiar category of their own from the standpoint of what the
veteran can afford to pay for them.

A farm is his home and his income together and what he may be able
to pay for it is not controlled by what farms are then selling for in the
current market which may be based in part on prevailing prices of
farm commodities or other current factors but rather on what the
average income of the farm may be over the period of his purchase
contract. And it is not sufficient that the income be merely enough
to pay principal and interest; it should afford a sufficient sum for a
decent standard of living for him and his family.

PROTECTION TO THE GOVERNMENT

We believe the committee should very carefully consider the pro-
posal of the bill that loans would become automatically guaranteed
as soon as the lender makes the prescribed determinations and has
advanced funds to the veteran.

This provision would deny the Government any knowledge of the
amount of any given risk or the aggregate amount of risks it was
assuming until well after the obligation to assume the risks had come
into force and effect.

In fact, almost the only function left in the Veterans' Administra-
tion would be that of paying the losses as and if they occur. It is
difficult to perceive that the demands for the expeditious handling
of the loan transaction could require the release of all supervisory
or other safeguards by the Government.

265
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DANGER OF INFLATION

We believe that the enactment of the bill in its present form would
also contribute materially to the already inflationary trend in farm
land, city, residential- and business-property prices. In omittilg
the word "normal" from the "reasonable normal value" phrase, and
in providing for appraisals by the lenders rather than by appraisers
selected by the Administrator of Veterans' Affairs, the bill leaves the
way open for "reasonable value" to. be interpreted as the current sales
price of property, no matter how inflated that price may be.

In addition, section 501 (b) of the bill, by authorizing national
banks to make guaranteed loans without regard to any other statute
or ruling of the Federal Reserve Board, would remove the banks'
transactions from the long-established safeguards designed to oper-
ate in the public's interest and which have been looked upon as pro-
tection against inflation.

OTHER CO 3MENTS

The bill proposes other changes in this title about which we wish to
comment briefly.

It deletes the provision in the present act making veterans, with
suitable training and experience, eligible for farm-purchase loans
in the Bankhead-Jones Farm Tenant Act.

The Department's experience with this legislation has indicated
that it can prove to be a very valuable instrument for assisting
veterans. It should be restored.

The bill also deletes the amendment to the act that was contained
in Public Law No. 98, approved on June 30, 1945. This was a pro-
vision to facilitate the extension of credit by the cooperative institu-
tions of the Farm Credit Administration. The bill has also neg-
lected to include these banks and loan associations as eligible lenders
entitled to the benefits of the guaranty provisions.

These, in brief, are the reasons why the Department of Agricul-
ture recommends against the enactment of H. R. 3749.

SUGGESTED AMENDMENTS TO THE ACT

We wish to suggest to the committee instead certain amendments
to the Servicemen's Readjustment Act of 1944 which have developed
from the Department's rather limited experience in working with the
Veterans' Administration in processing applications for the guaranty
of agricultural loans.

First, we believe that the act will be more effective if the loan
guaranty limit for agricultural loans of $2,000 is raised. A guaranty
limit of $5,000 would be more nearly in accord with the costs of farms
throughout the Nation and with the sizable farm equipment costs in
certain parts of the country, and would stimulate farm loans to
veterans.

Second. we suggest increasing the repayment period for guaranteed
loans from 20 to 35 years, especially if the amount of the loan limit
is increased. This would be consistent with sound farm, credit
practices.



AMEND SERVICEMEN'S READ.JIJSTMENT AGT OF 19 14 267

Senator MIILIIuN. May I ask, would you, al-o rai ,v tioe guaranty
lim it to $5,000 on the otlie'' feattiles of tle bill ,

Mr. BRANNAN. ()n lioiisiitig aHld Ijusijies
Sen:lt r MILLIKIN. Yes.
;l'. B.ANNEN. Senlator, w- do not recommend that. We -imply are

trying to foctis otir attention (ll farm properties and not on uirban
(r business loans.

S.,nator MIIALK1N. The over-all stalldl)oint is what I am thinking
of and I am afraid you pose a discrimination whili would oprate on
how a man chose to shape his life.

MrI'. BRANNAN. Yes; but tli er is soiie rationale for that wl,,n vou

remeniWbr that the farm is not only his home, but his bu-iness.
Just to spcak briefly on that point, we would loan S2.01,1 for a

home. We would loan $,)0() for a busiIeIss. The act now sav. we
will loan $2'(M) for each. And weA will loan $2,000 for a farrii. In
one sense the loan for the farm is the equivalent of the other two. be-
cause it is his home as well as his business, and it really. in ve.svnce,
is something other than just simply a plain differential in dollars.

When you move into consideratin o)f what it costs to buy a farm
in our State, for example, and many of the other We.-tern States,
the $2,000) limitation, assuming that that general application of a
50-percent guarantyy limit would limit a loan to $4,000. wouldn't allow
very many men to buy farms in Colorado, or in many of the Western
States.

I have here a table of what it generally costs to buy a farm out in
our part of the country. As a matter of fact, in every State of the
Union. All the States are covered by the list. I might include that
in the record.

Senator JiiN-soNi. Yes: we would like to have that in the record.
Mr. Bl.kNRNN. These are figure- with respect to the family-type

farm, and we have been going on the assumption that the GI Act is
intended to help the veteran establish himself in a family-type farming
enterpri-e.

Here is the document.
(The table referred to is as follows:)

TABLE 1.-Approximate range in cost of family farms in different States and

Tci ritorics

State Cost State Cost State Cost

Alabama -------- $3,500- $4,500 Maryland ------- $6,000- $9,000 Oregon ......... $800-$10, 000
Arizona --------- 7,500- 10,000 Masachusetts. 6,000- s.000 Pennsylvania 5,000- s.00(
Arkansas -------- 3,500- 5,500 Mi(higan -------- c,000- 9,000 Rhode Island... 4,500- 6..000
California -------- , 000- 12,000 Minnesota ------ 7. 000- 10,000 South Carolina 3.500- 5,000
Colorado s,.000- 12, 0(1 A I ississippi ------. 3,500- 6, OWN) !Oouth Dakota- 6i. (N}- 9. 1w)
'nnt'ti'ut ..... 7,000- 9,000) Missouri --------- 4,500- 7,500 Tennessee ------- 4,000- 6,50

Delaware .------- 5,1(M10- 8,000 Montana -------- ,000- 12,000 Tv\as ----------- 4. 0- 10, i
Florid ---------- 3,500- 5,000 Nebraska -------- 8,000- 1 o. I Utah ------------ 1,.;4)0- 9.00)
Go-rgia --------- 3, T- 4,500 Nevada --------- 8, 0- 10,000 VWirnont -- ------ 5,000- 7,.50
Id;1 . .----------- SA)0- 10,000 New Hampshire 5,000- 7, 50)1 Virginia -----------. 0)- 6, 000
Illinois ---------- 7,51)0- 12,000 New Jersvy _ 7,000- 9,000 Washington - ,,,.000- 10,9 c:-x
Indiana _- 7,500- 10,000 New Mc\i(._ 7,500- 10,000 West Virginia-. :,500- 5,50
Iowa ------------ 7,500- 12,000 New York ------- 5,000- 9,000 Wisconsin ------- 6,000- 10,000
Kansas. ---- 8,000- 10,000 North Carolina- 4, 000- 6 (10o Vyoming ..-.. 8,000- 1"2, x
Kentucky ------ 5, 5oo- 8,000 North Dakota -. 6,000- 9,00o0 Hawaii------.. 5,000- 7,500
Louisiana ------- 3,500- 6,000 Ohio ----------- 7,500- 10,000 Puerto Rico -.. 4,000- 5,000
Maine ---------- 4,500- 7, 00 Oklahoma ------- 4,000- 10,000
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AMEND SFRVIlEMFN'S READJUSTMENT ACT OF 1944

Nit. BIR.N N AN. Third, we recommend th:it, the pur'hse )f seed, f r-
tilizer, anl otiler sun1ilar f:lrii sipplies I7 recognized in the act as an
eligible purpose for gunaranteed ]mills, arid that construction of farn
biildinun> .and equipment also, lW s,4 recognized.

Fotirt h. the act. we believe should he amended to provide that the
yost (if at least one appraisal of property to l)e purchased with guaran-
teed loans l)e paid for y, It ie Admiiiisirator of Veterans' Affairs for
each N eteran.

Fifth, we sugge(,st that the act clarify the authority of the Admini,-
trator lo deu.silnate such agency or agencies as he finds equipped to
make the determinations required in carrying out the provisions of
title III and the rules and regulations which are promulgated under
that title.

We have submitted a formal report on the bill and in it we have
suggested specific language which would carry out the recommenda-
tions that have been made, but the character of the reconimendat ions
are such that no complicated language need be suggested and I don't
think at this time the committee should be troubled with the specific
suggestions.

For example, if it were the desire of the committee to increase the
loans from 9 .000 to .,o)u, a simple sentence on the end of section
305 would be adequate, and so forth.

A-s I said a moment ago. Mr. Wells and 'Mr. Hrudgens are here, and
they have been tLhe persons who have operated the programs so far
as the Department of Agriculture is concerned, if you care to inquire
of any of us.

Senator JohnSON. We should like very much to have their views on
-farm-land values, especially with respect to that word "normal" and
the prospect of lower prices in the future of farm land, in view of the
point raised by Senator Millikin, with respect to governmental spend-
ing an(1 balancing of the budget. That is a new economic factor, and
it is fundamental, certainly.

I had a letter today from a friend of mine who wanted my advice
-about buying a farm and I told him in the first place not to take my
advice and in the second place I felt that inflation was going to con-
tinue because I didn't see any inclination down here in Washington
to balance the budget and so long as the budget was not balanced, that
inflation must increase progressively.

That was my analysis.
But I should like very much to hear the analysis of Mr. Wells, and

that of Mr. Hudgens.
Mr. BRANNAN. That is a very broad invitation.
Senator JoHNsoN. Mr. Wells.
Mr. WELLS. Senator Johnson, we were before the House Committee

.on Agriculture this spring on Public Law 98, and they discussed with
us the concept of "normal value," questions concerning appraisals,
and so forth, and they inserted language in that act, which was passed
by both the Senate and the House, which I should like to read:

No such loan shall exceed 65 per centum of the normal value of the farm
mortgage, said value to be ascertained by appraisal, as provided in section 10 of
this Act. In making said appraisal, the value of the farm for agricultural pur-
poses shall te the basis of appraisal and the normal earning of said farm shall
;be the principal factor.
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We do not, have the answers, of eour.m, to the speific question as
to what land values will be 5, 10, 15, 20, or 34 years from now; we
make farm mortgages that mafiire up to 34 years. The land banks
make these loans. We have not had sufficieint long time experience to
resolve appraisal of farms to an actuarial scien,'. We have. had only
28 years of experience in this field, but we have lived throiigh two
complete business cycles. From the point of view of the land banks,
we have a definite responsibility to the growers who have their own
capital invested in the banks, and if there are any impairments the
farmers will take the first losses, and to the Congress, and to the in-
vesting public. From the point of view of the Federal land banks
they desire to continue to make loans based on "normal agricultural
value" appraisals.

The banks don't like to change their methods of appraisal. because
of the long-term life of their mortgages, from one plan to another
until some new plan becomes stabilized, or changed economic condi-
tions become stabilized.

Our appraisal methods are revised from time to time in order to
reflect changes in production and in prices after we are confident that
the new changes have become stabilized.

We make loans in areas today that we didn't make loans in 5 years
ago; there are probably areas, in which we are making loans today
where, perhaps, 3 years from now we won't be making loans because
they have become unstable because of erosion, drought, or other factors.

We realize the problems that the veteran is faced with in trying
to acquire a farm. We do believe, however, that he should have facts
in regard to the normal agricultural value of a farm that he wishes
to purchase, as we appraise it, before he buys the farm. Whether
he should be restricted by the GI bill to that particular valuation as
to the purchase price that he finally is permitted to pay raises another
question.

Now the average prices of products sold from the farm is just one
factor used in making an appraisal. Other factors include average
crop yields, costs of farm operations, maintenance of farming produc-
tivity, and many others such as farm home and community advan-
tages.

Price is just one factor. It is price times quantity that makes the
gross income for a farm; thereafter costs are deducted the farmer
arrives at his net income. Expenses of farming have increased a
great deal during the past few years.

But in our estimates we use what we estimate are long-term average
prices, usual costs, typical production, and regular maintenance costs;
they are used as a guide. The resulting net income is used as a guide
in determining the final estimated normal agricultural value of the
farm; that which would be expected to prevail under normal condi-
tions of all factors affecting the market for the land. If a different
series of price figures, production figures, and costs than we are now
using were recommended by proper authorities we could adapt them
to GI appraisals.

But froin the point of view of the Federal land banks, who have
the growers' money at stake and who have the public's interest at
stake, we much prefer to adhere to our present methods of valuing
lands for land-bank loans.
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A practice that concerns us is the assumption of some people that all
lands have the same productivity. Of course, that is not true.
Roughly, we classify land into five different classes-one, two, three,
four, and five.

Tle thing we fear is that, veterans are purchasing three-, four-, or
five-class farms. These types of farms are, during periods, either
high costs or lmw prices, tle first ones to get into trouble. We have
come to the conclusion that four and five farms, at sometime during
the life of a loan on them, will have to receive grants from some place.
The loans on these classes Of farms usually have difficulty in being
paid out in full from income from the farms.

In reviewing s(ome of the appraisals, that are made by the land
banks for applications for loans from veterans, which are separate
and distinct from the appraisal work done for GI loans, we are
shocked at the number of examples where veterans have paid or
already agreed to pay prices for land that are greatly in excess of
any reasonable value of the land from an earning point of view.

Too frequently veterans come to us for an appraisal for a loan after
they have obligated themselves.

We are doing our best to bring helpful advice to veterans before
they get into difficult situations.

Some veterans are now obtaining loans from the Federal Land
Bank System at 65 percent of the normal agricultural value of the
security. There are not very many to date because not very many
veterans have been released, but during the last fiscal year we made
311 loans to World War II veterans for about $1,3 5,000, and we
assume we shall make a large number of loans through our normal
lending operations .

I have not answered your specific question as to what the future
will be, but, I know that many agricultural areas and products are
faced with serious reconversion problems.

Senator JOHNSON. You haven't said much about the normal value
either.

Mr. WELLS. I think the easiest way to get a concept of the "nor-
mal" is to think of it as an average value after eliminating extremes
of high and low periods.

Senator MJLLIKIN. Normal relating to what period of time?
Mr. WruLs. Our prices are based on 1909 to 1914 averages. This

is the same general base period that is used for estimating parity prices
as defined in section 3(01 of the Agricultural Adjustment Act of 1938.
We are using what wNe call average yields, not the high yields that many
farmers have been getting in some areas during the past 3 or 4 years
of excellent weather and excellent production conditions. We are
using typical costs of production; not the present high cost of
production.

Another example may be of interest, during the period of 1933-3.5
we frequentl\ made loans in an amount greater than the then current
price of the farm.

We feel that it is our duty to lend conservatively during periods of
high farm income, and to lend courageously during periods of low
farm income.

As I said before, however, if proper authorities desire to use some
other basis for prices, of cost. or of production. we shall try to apply
them to the formula that we now use for GI loans.
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Senator MILLIKIN. That. is what we are trying to find out, whether
we should. Let us take an area, let us say in an irrigated district
in Colorado. Let us assume that the price of that land during the
war has increased 25 percent.

Just taking that single factor of price, is that an abnormal increase
in price under all the circumstances?

Supposing on that single factor we say: "No, we won't approve that
application because there is a 25-percent abnormal inflation in price."

That poses the question originally posed, how do we know there won't
be another ''5 percent. We are dealing with the economic and social
life of a man. I don't know of any formula that. would stop us from
making mistakes, )ut I am groping around to try to find one.

As Senator Johnson I)ointed out, you have a number of factors in
your calculations. These cycles you are talking about involve infla-
tion and relatively small deflation. We never had a situation before
where we had a $300,000,000,H)()debt. Perhaps this year we will have
a forty- or fifty-billion-dollar deficit. We can't bring those things
into balance in 2 or 3 years, and there is a school of thought that it
is not necessary to bring it into balance. I am not arguing that, point,
but you do have a difference of opinion and no man can sit here today
and say what is going to be the final governmental policy, and so no
man can sit here today and say what is the normal value of land 5 years
from now or 10 years from now.

Senator JoHNSON. I concur in everything that Senator Millikin
has said, and in addition I would like to point out that it seems to
me that the approach of Mr. Brannan and his associates to this prob-
lem is just a little bit in error.

The theory )f the GI bill or rights, and the advance of a certain
amount of money toward the purchase of a home or toward the pur-
chase of a farm was to take care of the veteran's own equity in that
farm.

No one is going to sell a farm or home and just transfer the whole
thing to indebtedness. He wants the man buying the home to have
an equity in there, so lie will be protected in his loan. And that is the
theory of the $2,000 equity that the Government furnishes to the
veteran in lieu of his own inability to have an equity in his own right.
That is the theory of it.

Now, Mri. Brannan is proceeding on the theory that the Government
ought to increase the amount of the equity to $5,00. If that be true,
it seems t) me that they ought to increase it to the total amount of the
farm. We ought to proceed on one theory or the other. Either
that we are providing the veteran's equity, or that the Government
is setting him up in this farm. And if we are going to go to $5,000,
we should go higher.

I noticed the preceding witness, Mr. Rice, pointed out the inequities
of our treatment of the veteran. He stated that the Farm Security,
that under the Farm Security, it was possible for a person to get a
Federal loan of $12,000 for the purpose of a farm home, and here the
veteran is restricted to $2,000.

That illustrates the difference between the two approaches.
Under the Farm Security, the Government goes out and makes a

total loan without the farmer himself having very much of an equity.
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They own the farm. They have first mortgage. They have the whole
thing.

That that isn't the sort of proposition that we have before us at all
under the GI bill of rights.

1r. BRANN.N. Mlay I ask Mr. Hudgens to answer that nore di-
rectly, but let iie just say that I think that even under the Bankhead-
Jolncs Act. ome equity is required of the borrower.

Secondly, in suggesting tie $5,000, or some figure greater than

$2,o 0 I w.is only sligesting that it takes a greater equity for an indi-
vidual to buy a sl',10,000 or -12,)00 farm than it does for a person to
buy a 04 0 or $.,000 farm, and that. to reach a farm of, say, $12,000,
an equity of .-4,0()o or $5,00 is more in line with the average or or-
dinarv circumstances than would be a $2,000 sum.

I final mwSelf completely in accord with what you say except I think
the applicationn of the equity idea-I didn't make myself clear on that
in the firSt instance.

Senator J(ii- INsoN. Was Mr. Rice correct when he stated that a vet-
eran might proceed under some other plan and go out and get a farm
and borrow as much as $12,000 on it?

Mr BR AN N AN. Let me ask Mr. Hudgens to answer that.
Mr. HUDGENS. Senator. the Bankhead-Jones Act provides up to 101)

percent loan at 3 percent for 40 years for veterans.
Senator Jon.NsON. How many years?
Mr. HUDGENS. Forty years. We have set an administrative limit of

$120.0o because that is adequate in most parts of the country to buy a
family farm. We have made loans of that kind to World War I vet-
erans and World War'II veterans. No special authorization was nec-
essary because they were eligible as tenant farmers.

The Bankhead-Jones Act was included in the GI bill in order
to provide authority for a veteran, regardless of whether he had been
a tenant farmer, to get a Bankhead-Jones loan if he wished. That is
in the GI Act now.

Now. the $2,000 point has come to us more as a protest from the
field than from our own desires. It is pointed out in dairying sections
of the country and in the West that there is discrimination against
them for they aren't able to establish a family type farm with $2,000
as can the veterans in the South. You can set up a family-type farm
in the South with the $2,000 guaranty. They say in the West and in
the dairying sections that you can't set up a family-type farm with
that and thus they claim discrimination.

Many veterans say that the Bankhead-Jones loan is more desirable
to a veteran than a GI loan, particularly if he needs some additional
superv-ision.

I take it that the GI loan's adequacy is not going to be tested as to
how it operates entirely by itself, but how it operates in conjunction
with other available credit.

In regard to Mr. Brannan's point about basic changes in the act,
I might point out that the GI program has operated only about 7
months, and I think, observing it operate, we.aren't prepared to say
there should be any major changes in it.

There was in the letter the Secretary sent to the Bureau of the
Budget some suggestions that would allow changes in the Veterans'
Administration regulations that I think would obviate a good bit of
complaint about delay.
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At the present time, the Veterans' Administration delegate-s to a
committee the final approval of a loan. In our experience in handling
the Farm Security, we delegate to the county supervisor and the
county committee more authority than the Veterans' Administration
is willing to delegate to the Secretary of Agriculture atid it works
pretty well.

We think that the only "red tape" that should logically be cut off
is that part which is taken up after the committee makes a judgment
decision on a loan.

At p resent the application goes to the Veterans' Administration
after the committee has acted on it. They make a judgment decision
on it again, and it comes back.
Senator MILLIKIN. Let's follow that through. Let's follow one

of these applications to the finish under the act.
What happens? Say that I want to buy a piece of farm land.
Mr. HUDGENS. First you decide what you want to buy.
Senator MILLIKIN. Yes.
Mr. HUDGENS. Second, you find a willing lender, and if the lender

should say "How much can you pay down?" and you say, "I can't pay
anything, iut I can get part of it guaranted," then the application is
set up.

The lender makes up a docket and sends it to the committee. In
the meantime, he will have ascertained whether you are eligible
under the GI Act and so on.

At the same time, if it is a real-estate purchase, Farm Credit is
asked to make an appraisal of that piece of property.

The appraisal comes back to the committee and the committee at-
taches it to the application.

Senator MILLIKIN. Do you have a panel of appraisers?
Mr. HUDGE NS. It is regular Farm Credit appraisers. The request

for appraisal goes to their chief appraiser in the particular area.
When that comes back to the committee, they review it alongwith the

four items that, are in the GI bill, namely, whether it is a bona fide
operation, whether it is necessary, whether he can pay it off, whether
he is getting a good buy. If it meets these requirements, they approve
it and it goes to the Veterans' Administration, to their regional office,
they approve or disapprove, and it goes directly back to the lender.

It comes back to your bank. From that point it is handled as any
other loan operation.

Senator MILLIKIN. At what point does examination of title come in?
Mr. HUDGENS. Just as it does in an ordinary settlement of any

transaction, at the closing time, and, as in ordinary business, the person
who receives the loan pays the cost.

There is one point in this connection that was mentioned in the
Secretary's letter that I think should be mentioned here. It has been
a cause of considerable irritation among veterans. That is the fact
that the veteran has to pay for the appraisal.

The Secretary of Agriculture's suggestion on that point was'that
the Government pay for that appraisal, and our reason is that the
appraisal which is called for in the GI bill is part of the administra-
tive function on the part of the Government, to determine whether
the Government is going to get on that note or not.
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It i not a substitute for the bank's appraisal, unless the )ank wisles
to iiake it so. Thalt Ps a i oiiit of irritation that. has beeui reported
from the veteran in the field.

I would like al,, to c(,miuent further on this business of apprai-al
and values :

The uncert4iuty of the price at which a person should buy a farm
grows mainly out of the fact that the farm is to be paid for out of the
• aricultu ral income, and for that reason it does come down primarily
1(, a CoMiJleratin of what agricultural prices are going to be.

(in the other hand, buying a farm is something more than a guess
in the dark as to what prices are going to be if advantage is taken of
available information.

For example, the Bureau of Agricultural Economics that Mr.
Brannan mentioned, includes in its studies something that ends up with
an answer to this question of what is their estimate of agricultural
prices in 195 )0-based on moderate employment or based on full em-
p1),yment or based on intermediate employment, and they take into
consideration the exports, imports, per capita consumption in this
country. and a lot of other factors.

As an illustration, this pamphlet that I have here indicates, in this
loin li st )f items, that prices, that is, the index of prices receive(l by
farmersl, based on 1909 to 1914. which in 1935-39 was 107, ,ind in 1943
was 193, could be expected by 1950, in the face of full employment, to
drop back to 165.

Senator MILLIKIN. That, of course, involves the value of the dollar.
I don't see how you can estimate that. I would assume that it would
retain the value it had at the time the statistics were gathered together.

Mr. HUDOENS. Yes, Senator Millikin. I don't mean to go into all
of the factors. They did consider those factors. I am simply saying
that it is something more than guessing in the dark, as to what is a
reas , able prospect.

We do know that when a man buys a farm, if he exceeds in the price
he pays. the capitalization of the landlord's share, that sooner or later
he is riding for a fall, but on the other hand there is constantly a
demand to know what concessions are you going to make in your
ai))raisal toward inflation.

Now, there are whole areas in which we aren't making anv loans.
We were very nearly out of the State of Kentucky because land prices
had gone so high. All of which comes down to the fact that we think
we can pretty nearly lick anything but inflation.

We have done a lot of thinking on this point trying to arrive
at some suggestion that we might make of a take-out measure for
inflation.

In st udying the Canadian plan which was pasesd in 1941 for soldier
settlement we find that they simply cut across corners, and authorized
their Veterans' Adinistration to buy and develop farms and sell them
to veterans at 662/3 lprcent of their cost. They apparently arrived at
that because the loans they made after the last war finally settled out
at two,-thirds of their cost. That certainly has the virtue of sim-
plicity.Now, we think that we might follow some line that would take the
place of that, and yet not. be as rigid as that.

For example, this sort of thing has been suggested.
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Suppose we did allow loans iii Kent iucky to veterans. As you tated,
Senator, we don't know how much inflation there is. We ar. not even
dead certain that there is inflation. But the veterans say-I have had
somne of them say this to me, "If the country is going to, treat itself to
an inflation, we o)tight no,,t to have to bear the co2t.'

So to answer that, this suggestion has been made: Suppose a loan
were made Io a veteran-that is, a (ire't Government loan-arnl at
the end of 10 years, say, tfli Secretary of Agrilculture were author-
ized to adjust that to tihe agricultural inc(ie of that operation during
the 10 vears with a limit of say 30 percent or 2(0 percent or 25 percent
on how nuch that debt could be adjusted d( wnward.

That. would have the advantage of allowing the veteran to get into
farming, not at a 2(00-percent increase in land, but at some adiminis-
tratively determined increase above an appraisal level, but at the same
time would not saddle on the veteran whatever inflation turned out at
the end of 10 years to have been there.

Senator MILLIKIN. But, wouldn't you be adding fuel to the fire of
inflation, because it would require an increase in the indebtedness of
the Government to make the adjustment you speak of?

Mr. HUDGENS. Yes; but the alternative is that you can say now only
one of three things to a veteran.

You can say to a veteran who applies for a loan, "Sorry, you can't
buy at what we think y)ou can pay, so you are out ;" or you can say,
"Sorry, we can't do anything. All this credit that has been provided
is there, but you can't use it."

I listened to some veterans talking last night, and one said, "You
certainly have gone to a lot of trouble to get us credit, but just try to
use it."

To repeat, we can say, "Sorry, no farm." Or we can say, "All right,
we will lend you money, and we know you will be busted, but somebody
will buy it after you are washed out, and he will get some security."

Or we can say, "We will take your name and address. Come back in
about 10 years, and we will look you over."

So even though what you say is correct, in terms of alternative-, I
think it is going to have to be decided whether we are going to allow
veterans to get farms in this period, even though we are not quite cer-
tain, as you say, whether we have inflation, and, if so, how much.

Further, if we go 2 or ," years loniyer. I don't know that our vision for
the then future will be much clearer than it is for this future.

Senator MILLIKEN. What should we do now? That is what I want
to know.

Mr. HLTDGES. Well, sir, it seelns to me that if Congress is going to
allow veterans to get farms, we are going to have to decide to what
extent we will make concessions in the direction of inflation and what
hedges are going to be set up for veterans protection against recessions.
I don't mean all that want them, because there are perhaps a half a
million veterans who have expressed a desire at some time for farms,
but who are not going to be able to get then, and we mut recognize
that, but some are going to g(et them, and we would like as many to
get Ihem as can possibly get them, who want them, and we would like
all who do get then to keep them.

To what extent is the national debt and the debt service going to
force any administration to pay a good bit. of attention to prices? To
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what extent has the farmer become so much more articulate than he
was- before the last depression that he can exert some influence in the
direction of supporting the prices?

To what extent are the much lower interest rates prevailing now
going to jut ifv, somewhatt higher capitalization of lands.

There ,e*%ms to ne to he other factors that exist now that didn't
exist after the last war-but having made whatever concession that we
are entitled to take in the direction of inflation there has still got
to be tome "take out" measure on the veterans, if we are going to allow
then to get into farming now.&Senator MIaaKT. That is right. How much concession should

we make for the factors you have mentioned I
Mr. HumEN.-s. Well, sir. I am sure that none of the experts who

wrote this pamphlet would dare get themselves out on a linb like I
am thinking of doing here, but not being an expert, I am perfectly
willing to do it.

It seems to me-and that is my hedge-to say that it is reasonable
to expect at least moderate employment by 1950, and if that is the
situation, then we might expect the price index to be a little above
halfway between the 1935-39 average and the 1943 average.

In other words, what I am saying is a broad generalization, that it
seems reasonable to me to expect in the face of moderate employment
by 1950, prices to settle back to about halfway between where they were
in 1943-45, and where they were in 1933-37.

That is pretty risky to translate into terms of commodities because
the prospect may vary widely between commodities. For example,
I have no idea that tobamco will go back to 18 and 19 cents where it was
prewar. Nor do I think it is likely to stay at 45-47 where it is now.

Senator MmaXnIN. What would you say the scale of wages will be
in 1950?

Mr. HuDGENs. I won't get out on a limb on that one Senator.
Senator JoHnsoN. We appreciate your help on this in this matter.

It is a very difficult decision for the committee to make.
As you point out, we could hang the curtain up here and say veterans

cannot buy farms and that is what we do when we insist on normal
values.

Mr. Wzins. Some people have made the suggestion that the ap-
praisal of normal value be given to the veteran so that he may under-
stand all of these factors, but that he be permitted to buy the farm
at a price above the appraisal value. That thought may have some
merit, I believe, especially when class one and two farms are considered
for pumhase.

I would be unhappy to have that plan apply to four and five class
farms, because the possibility of paying out in the latter type of farms
is not too hopeful

Senator MnuJrHi. An amendment has been proposed that would
establish a base, let us say, of normal value, plus 10 percent. It is
obvious that the moment you do that, you are up to the 10 percent
and then you have to hike it up.

Mr. WLIa. Yes.
We didn't -begin appraisal work under the GI bill until April of

1945; from Aprl through September we have only had 602 applica-
tions referred to us to process. We are of the opinion that quite a
few loans were made under our present appraisal methods.
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We also believe, because of the high average age of farmers in the
United States, that there will be a considerable turn-over in farm Own-
ership in the near future. There will be a number of farm boys who
will acquire ownership of farms from their parents. The majority
of these, I believe, wil be financed through present institutions in the
usual manner.

Senator JOHNSON. Thank you.
Do you have an thing further?
Mr. BRANNAN. Nothing further.
Senator JoijNsos. Reference has been made several times to the

Secretary's letter, as I understand it, the Secretary's letter to this
committee. Do you have a copy that can go into the record at this
point ? I don't have it and I think it ought to go into the record at
this point if it is to this committee and deals with this subject.

Mr. BRANNAN. Senator, I am sorry to say the letter is a letter to
the Budget Director Harold Smith, and I don't know whether it was
transmitted by him directly to the committee or not.

Senator JOHNSON. I haven't seen it, but reference has been made
to the Secretary's letter in the testimony by you and the others.

Mr. BRANNAN. We will be guided by whatever you wish in that
regard.

Senator JOHNSON. You might determine whether or not that has
been cleared, and if it has been cleared, and if it is properly a matter
that should come before this committee, will you submit a copy for
the record ?

Mr. BRANNAN-. We will, sir.
Senator JOHNSON. Thank you, very much.
We have run overtime a little bit. I would like to resume the

hearing at 2: 30, if our other witnesses can be available at that time.
(The letter referred to is as follows:)

Swrzmnam 14, 1945.
Hon. HAROWD D. SMITH,

Director, Bureau of.the Budget.
DKMI MR. SMITH: H. It. 3749, on which you requested a report from this Depart-

ment on August 1, 1945, reenacts many of the provisions of the Servicemen's Re-
adjustment Act of 1944,- but includes numerous amiodments to that act, particu-
larly in title III, loans for the purchase or construction of homes, farms, and
business property. The Department's concern is principally with this title, and
the comments which follow relate to it, particularly sections 500 and 501, which
contain general provisions governing the guaranty of all types of authorized
loans, and section 503, which applies specifically to loans for agricultural purposes.
The bill proposes to repeal several provisions of the act which we think should
be retained. Most of our comments appear to apply with equal pertinence to
the provisions governing loans for the purchase or construction of homes and
for the acquirement of business properties.

Brief comments on the proposed principal changes In title III are contained in
this letter, which is supplemented with three appendixes, (A) a comparison of
the principal provisions of title III in the act and in H. R. 3749, (B) a more
detailed comment on this title of the bill, and (C) some suggested amendments
to title III of the present act. We believe the loan guaranty provisions of the act
are greatly to be preferred to those in the bill, although our rather limited ex-
perience In working with the Veterans' Administration In processing applica-
tions for the guaranty of agricultural loans indicates the desirability of some
changes in this title of the act, which changes we are suggesting in appendix C

Our principal comments on the loan guaranty provisions of the bill follow, which
comments are stated more fully in appendix B, which also includes some additional
points.
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1. bPticetion of veterans against cxploitation.-We believe that the bill affords
far less protection to veterans than does the act against exploitation in the pur-
hase of farms, farin equipment, and livest-ok, at inflated prices and the incurring

of an excessive debt load incident thereto. The act provides that, before the
Administrator of Veterans" Affairs guarantees a portion of a loan, he shall make
certain findings: (a) That the veteran has used or will use tie procee(Is ot the
loan for the spectied purpose; (b) that the property will be useful in and
reasot:ibly necessary to the proposed operation; (c) that the ability and expe-
rience of the veteran are such that there is a reasonable likelihood of his succe.,ss;
and (d) that the purchase price of the property does not exceed the reas,,onable
normal value thereof as determined by proper appraisal. 'ihe bill provides that
all these findings are to be made by the lender, and that, on an agreement being
reached between the veteran and the lender in any amount and the making
of the loan, the specified portion is automatically guaranteed. An especially
serious change is in relation to the appraisal, the word "normal" in the act
being omitted in the bill, so that finding "d" in the act quoted above reads "the
price shall not exceed the reasonable value as determined by the lender's ap-
praisal." The bill limits the guaranty of loans to those made by certain estab-
lished lending institutions and such other lenders as may be approved hy the
Administrator of Veterans' Affairs. While thes? institutional lenders gener.1 y
may be expected to deal fairly with veterans, the opportunity for lendei-s to
unload property on veterans at exorbitant prices and saddle them with an
excessively heavy debt burden is unlimited.

2. Protection to the Gor(rnnicnt.-As the bill provides for automatic guaranty
of a portion of tho loan on its consummation and the making of certain findings
by the lender, no representative of the Government has any opportunity to
determine the value of the security in relation to the amount of the loan or
the risk assumed by the Government in the guaranty. Further, the bill deletes
the prEvision of the present act directing the Administrator of Veterans' Affairs
to issue regulations governing the guaranty of loans to veterans. Practically
n o functioJn now vested in the Administrator of Veterans' Affairs under title III
of the act is retained in the bill except payment of losses incurred resulting from
the guaranty of loans. It seems certain that the" payments on guaranties would
be enormously increased without any corresponding benefit to veterans.

3. Danger of inflation.-It seems to us that enactment of the bill in its present
form would contribute materially to the already dangerous inflationary trend
in farm-land prices and in city residential and business properties as well. The
omission of the word "normal" in the phrase "reasonable normal value" in the
provision relating to appraisals and the fact that the appraisal is to be made by
the lender rather than by an appraiser selected by the Administrator of Veterans'
Affairs leaves the way open for determination that the "reasonable value" is
the current sales price of the property, no matter how inflated it may be. Section
501 (b) (of the bill, authorizing national banks to make loans guaranteed under the
act without regard to any other statute or ruling (if the Federal Reserve Board,
excludes these transactions from the operation of safeguards long established in
the public interest which have been regarded as affording protection against
inflati,,n.

4. Other comment..-The bill deletes the provision in the present act making
veterans with suitable training and experience eligible for farm-purchase loans
under the Bankhead-Jiines Farm Tenant Act and the amendment to the act
contained in Public Law 98, approved June 30, 1945. Further, no Government or
(;overnment-sponsored agricultural credit agency is named as an eligible leader
in the bill. These items are commented on more fully in appendix B.
The Department recommends against enactment of H. R. 3749, but suggests, in

appendix C. certain amendments to the Servicemen's Readjustment Act of 1.944
which it believes to be desirable.

Sincerely yours,
CLINTON P. A NDERSoN, Secretary.

APPENDIX A

COMPARISON OF PROVISIoNS OF' TITLE III OF sFRVICEMEN'S READJUSTMENT ACT OF 19.t4

AND H. R. :,749, PASSED BY THE HOUSE JULY 18, 1945

Title III of the act and the bill relate to guaranty by the Administrator of
V(etvr;ns" Aff:irs of loans made to veterans fo)r the purchase or construction of
homes, the purchase of farms and farm equipment, or the purchase of business
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property. The bill proposes no change in (1) the purposes for which loans may
be guaranteed, (2) the eligibility of veterans for loans, (3) the portion of the
loan to be guaranteed, (4) the maximum interet rate on guaranteed loans
(4 percent), (5) the maximum period for which loans may be made (20 years),
or (6) the provislon for payment by the Administrator of the first year's interest
on the guaranteed portion of the loan.

The principal changes proposed to be made by H. R. 374) follow:

ACT OF 1944 H. B. 3749

1. Period in which application for guaranty may be made

Within 2 years after separation from
service or 2 years after termination of
the war, whichever is later, but in no
case more than 5 years after termina-
tion of the war.

Within 6 years after separation from
service or 6 years after termination of
the war, whichever is later, but in no
cise more than 8 years after termina-
tion of the war. No loan to be negoti-
ated within 30 days after discharge.

2. Procedure in obtaining guaranty

Guaranty after determination by Ad-
ministrator of Veterans' Affairs that
conditions specified in the Act have been
met. These condition vary somewhat
with the purpose of the loan. ()n loans
for agricultural purposes the Adminis-
trator must find that (1) the loan will
he used for the purchase of land, build-
ings, livestock, equipment, machinery, or
implements, or for repairs to buildings
or equipment, or purchase of stock in a
cooperative association where such pur-
chase is required by Federal statute
incident to obtaining a loan on which
a guaranty is sought;

(2) Such property will be useful and
reasonably necessary for efficiently con-
ducting the proposed farming opera-
tions;

(3) Ability and experience of veteran
and nature of farming operations to be
conducted are such that there is rea-
.sorable likelihood of success;

(4) That purchase price paid or to
be paid does not exceed the reasonable
normal rallue as determined by proper
appraisal.

On completion of arrangements for a
loan in any amount between any (if
established lending agencies named in
the bill and the veteran, and the mak-
ing of the loan, guaranty of the speci-
fied portion is alntanitic. Determina-
tions to be made by the Administrator
of Veterans' Affairs under the present
Act are to be made by the lender, with
following changes in determinations:
(1) Purchase of stock in cooperative
lending association as eligible purpose
for use of proceeds of loan is stricken
out. (This purpose was added to 1944
Act by amendment approved June 30,
1945.)

(2) No change.

(3) No change.

(4) "Normal" stricken out and
"proper" changed to "the lender's," so
that section reads "that the purchase
price paid or to be paid * * * does
not exceed the r('Ison(lblc value thereof
as determined by the h'ndcr', appraisal."

3. Eligible lender

Persons, firms, associations, and cor-
por1ations, and Governmental agencies
or corporations, either State or Federal.

Any Federal Reserve bank, National
bank, State bank, private bank, building
and loan association, insurance coin-
pany. or mortgage and loan company
established prior to the date of this
Act, or any other lending institution
or any person approved by the Admin-
istrator.
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4. Evidence of eligibility of veteran

,4 rtifieate issued by Administrator of
Veterans' Affa irs.

Certificate of honorable discharge.
Certificate to be issued by Administra-
tor of Veterans' Affairs only in those
cases where discharge other than honor-
able or dishonorable.

5. Terms and conditions of loan repayments

Payment of loans on terms and con-
ditions approved by the Administrator.

No such provision.

6. Authority to issue regulations governing guaranty of loans

Section 504 of the Act authorizing the
Administrator of Veterans' Affairs to
issue regulations governing the guaranty
of loans under title III.

No such provision.

7. Full guaranty of "secondary" loan

Section 505 (a) of the Act authorizes
Administrator to guarantee the full
amount of a "secondary" loan, not in
excess of 20 percent of the purchase
price of the property or $2,000, which-
ever is the smaller, if the "principal"
loan for any of the purposes specified
in title III is approved to be made, guar-
anteed, or insured by a Federal agency.

No such provision.

8. Veteran eligibility for Bankhead-Jones tenant purchase loans

Section 505 (b) of the Act provides
that any veteran eligible for the guar-
anty of a loan, if found by the Secretary
of Agriculture to be likely to carry out
successfully obligations required by a
Bankhead-Jones tenant purchase bor-
rower, shall be eligible for such loan the
same as if he were a tenant.

No such provision.

APPENDIX B

COMMENTS ON ff. B. 3749

The Department of Agriculture Is primarily concerned with title III of H. R.
3749, loans for the purchase or construction of homes, farms, and business prop-
erty, especially section 500, general provisions for loans, and section 503, purchase
of farms and farm equipment. We are also concerned with the omission from
the bil of section 505, particularly 505 (b), of the Servicemen's Readjustment Act
of 1944.

Section 500 prescribes the same service standards of eligibility as the present
act, but extends the period during which the veteran may apply for guaranty of
a loan from 2 years after discharge or the end of the war, whichever is later,
to 6 years, and the maximum period from the end of the war from 5 to 8 years.
While the present act provides for certain findings to be made by the Admin-
istrator of Veterans' Affairs before a loan is guaranteed by him, section 500
of the bill proposes to automatically guarantee tl e loan once the eligible veteran
and the lender have agreed on the amount and conditions of the loan and the loan
has been made. In both the act and the bill the amount to be guaranteed Is
limited to not to exceed 50 percent of the loan, provided that the guaranty shall
not exceed $2,0':0. In both the b11 and the act the maximum interest rate on
guaranteed loans is fixed at 4 percent, and the maximum duration at 20 years.

280
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The first year's interest on the guaranteed portion of the loan Is to be paid
by the Administrator. The bill deletes the Administrator's authority to approve
terms and conditions of payments on loans and his authority to issue regulations
governing the guaranty of loans.

Section 501 of the bill, which contains two wholly unrelated provisions, has no
counterpart in the act. While the act provides for the issuance of a certificate
of eligibility to a veteran by the Administrator of Veterans' Affairs, section
501 (a) of the bill provides that an honorable discharge shall constitute evidence
of eligibility and that the Administrator is to issue a certificate of eligibility
only on request of those whose discharge was other than honorable or dishonor-
able. The lender endorses the date and amount of the loan on the back of the
discharge certificate and also sends the Administrator a statement showing the
name and serial number of the veteran, the amount and terms of the loan, and
the legal description of the property. This subsection of the bill limits lending
agencies for which loans are to be guaranteed to Federal Reserve banks, Na-
tional, State, and private banks, building and loan associations, insurance com-
panies, and mortgage and loan companies established prior to the date of ap-
proval of the act and "any other lending institution or person approved by the
Administrator." No such limitation is contained in the present act. Section
501 (b) of the bill further authorizes national banks wherever located or other
banks or trust companies in the District of Columbia or TerritQries or possessions
to make loans guaranteed under the provisions of the act without regard to
limitations by statute or Federal Reserve Board rulings governing the making
of loans by these banking institutions.

Section 503 of the bill requires, with one exception, the same findings prior to
the guaranty of loans for agricultural purposes as are required in section 50-9 of
the 1944 act, but these findings are to be made by the lender rather than by the
Administrator of Veterans' Affairs. The exception is that, while the present act
requires a finding that the price paid _or to be paid for the property does not
exceed the reasonable normal value thereof as determined by proper appraisal,
the bill reads "reasonable value as determined by the lender's appraisal."

The bill deletes from the present act an amendment added in Public Law 98,
Seventy-Ninth Congress, approved June 30, 1945, making the purchase of stock
in a cooperative association an eligible purpose for an agricultural loan where the
purchase of such stock is required by Federal statute as an incident to obtaining
a loan on which a guaranty is sought. It also deletes section 505 of the act, sub-
section (a) of which authorizes the full guaranty of a second loan not in excess
of 20 percent of the purchase price of the property, but not in excess of $2,000,
where the primary loan is made or guaranteed or insured by a Federal agency,
and subsection (b) of which makes a veteran with suitable training and experi-
ence eligible for Bankhead Jones farm-tenant loans the same as if he were a
tenant.

1. Protection of vt(ran8 against c'xploitatio.-The bill removes practically all
protection against exploitation afforded veterans by the present act. Veterans
not informed on-Land values, prices, and long-term farming prospects, and without
adequate experience in farming would be dependent wholly on the judgment and
fairness of sellers and lenders. No doubt a large proportion of the lenders
authorized in the bill to make guaranteed lons would deal fairly with the
veterans, but there probably would be numerous cases where the veteran would
be loaded with a heavy debt which he could not possibly repay from the earnings
of the farm. The end result would te eventual loss of the veterans' equity in the
property and of years of work, leaving him much worse off than if the loan had
not been made. As an example, the Department has knowledge of a case where
a veteran purchased a farm for $25,(00, making a down payment of $10,010, which
farm, when appraised by the Farm Credit Administration, was given a normal
market value of $9,600. The example just cited could be duplicated many times
with cases on which the Department has specific information. It is our convic-
tion that the Government cannot do less than to protect the veteran front such
unsound ventures. Guaranty of loans as proposed in H. R. 3740 would certainly,
in a large number of cases, be a distinct disservice to veterans.

2. Need for Government control of loans to be guarantced.--While the 1944 act
provides that a portion of the loan is to be guaranteed only if the Administrator
of Veterans' Affairs finds (1) that the loan will be used in payment for real
or personal property or for repairs to buildings and equipment to be used in
farming operations to be conducted by the veteran; (2) that the property will
be useful and reasonably necessary for the conduct of such operation; (3) that
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the ability and experience of the veteran and the nature of the proposed operation
are such that there is a reasonable opportunity for success; and (4) that the
price paid ,)r to be paid does not exceed the reasonable normal value of the prop-
erty. All these deternminat1 iols are, under the bill, to be made by the lender, and,
as previously pointed out, the appraisal is to be on the basis of reasonable value
rather than reasonable normal ;alue. The Government is thus loaded with the
guaranty oif binns on findings of the lender without any opportunity to form its
own opinion of the veteran's chances for success or the relation ()f the purchasee
price or the debt l)ad to the reasonable normal value of the security.

The proleedure for passing on agricultural loans under the pr('sent act developed
cooperatively by the Veterans' Administration and the Department of Agriculture
provides for appraisal of real estate offered as secntrity for guaranteed l)ans by
a Farm Credit Administration appraiser and appraisal of personal. property
offered as se4'urity by a cnty certifying committee of farnors and veterans
supervised by this Department. This c()unty 'ertifying committee also reports
to the Veterans' Adminiistration as to whether the four conditions set out in the
act lwfm-e a loan c.an be guaranteed have been met. Determination of the Vet-
erans" Administration as to, whether or not a loan is to be guaranteed is based
primarily on the repmrts of the appraiser and the county certifying committee.
All these safeguards of the ('(vernment's interest are removed by the bill. The
omission of the word "normal" from the appraisal requirement is especially seri-
oius, as a lender night properly interpret "reasonable value" as the current inflated
sale price, which might be 25 to -50 percent or more above the reasonable normal
value. The probability of the Government having to make good on guaranties
would seem to be enormously increased, with corresponding losses and hardships
to, the veteran rather than increasing his chances for success.

3. Inflatioowr*t effect of the bill.-The change in the appraisal standards pro-
1psed in the bill by removing the word "normal" from the term "reasonable
normal value" would mean that in a large proportion of cases the lender's ap-
praisal would represent current inflated selling prices of land. Loans made on
this basis would be definitely inflntionary in character and, with the strong de-
mand for farms now existing and likely toi increase with the return of veterans
and war workers to the farms, wmlil cause a material bidding up of land prices
above present levels. The lender would be protected by the veteran's equity in
the property and the G!,vernment guaranty. and would stand little chance of
loss with a material decrease in prices of agricultural commodities and the de-
flation of land prices which would inevitably follow. The veteran, on the other
hand, as previmsly stated, would lose his equity and the result of years of
hard work. Section 501 (b). authorizing national banks t( make loans guaran-
teed under the provisions of the bill without regard to present limiting statutes
and Federal Reserve Board rulings, would remove from these transactions safe-
guards long established in the public interest which have served as deterrents on
inflation. While somewhat more leeway in the making and approval of guaranty
of ltoans to veterans than Is provided in present statutes and regulations m ght
perhaps well be given, it is neither necessary nor desirable to throw the doors
wide open it) inflation in property values as is done in the two amendments dis-
cussd in this paragraph.

4. T7cnant-purchu.xc loan.-By removal, as proposed in the bill, of the pro-
vision in the present act (see. 503 (b) ) making veterans with suitable training
and experience eligible for tenant-purchase loans under the prvisions of the
Bankhead Jones Act the same as if they were tenants, the only opportunity for
veterans t,. qualify for such loans would be under the general provisions of the
Bankhead Jones Act, where they would be in competition with nonveteran tenants.
siharcr')pjIers, and agricultural laborers. The (Cigress, both in making veteran ns
eligible for such loans under the specific provision of tle 1944 act and later in
earmarking $,5).000,00:) ,,f the $50.019I, 100JO made availablee for tenant-piirchase
loans in the 1946 Agriculture Appropriation Act specifically for loans to veterans,
has indicated its conviction that veterans should be eligible for such loans, with
their very fa-,orable terms and the attendant advantage of trained supervision
of the operationn,; of the borrowers. A reversal of the previous actions of the
.Czongre - in this regard is a distinct disservice to veterans.

5. Loan.x by farrn crdit aw/ nciv.-Public Law 98, Seventy-ninth Congress,
approved June 30, 1945, made the purchase of stock in cooperative associations
where such purchase is required by Federal statute as an incident to obtaining
a loan, an eligible purpose for the use of funds derived from loans on which a
guaranty is sought. This provision applies particularly to farm mortgage loans
made by Federal land banks and production loans made by production credit
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associations. The purchase of stock to the amount of 5 perent of the loan, as
required by law of Federal land bank and production credit association bor-
rowers, is an eligible purpose for the use of proceeds of loans made by these
institutions under the statutes governing their operations. Servl(.emen may,
of course, obtain Federal hind bank and production credit association loans
without guaranty on the same terms as other borrowers, and many have done so.
If they desire to have such a loan guaranteed, however, under the terms of
the bill they could use no portion of the loan funds to pay for the rhuired
association stock. Thus, the veteran would have to forego either the benefit of
the normal value appraisals used by the Federal land banks and production
credit associations and the other advantages of loans made by these institutions
or the guaranty of a portion of the loan under the Servicemen's Readjustment
Act, unless they had other funds to make the required stock purchases.

These and other long-established federally sponsored agricultural lending
agencies are not included in the list of lenders nailed in section 501 (b) of H. R.
3749 as eligible to make guaranteed loans to veterans, and could only become
eligible lenders on approval of the Administrator of Veterans' Affairs. The
significant omission of these and other governmentt credit -:gencies from section
501 (b) might he interpreted by the Administrator as indicating the intent
of congresss to limit the guaranty of loans to private lending agencies, and thus
militate against such approval by him.

6. Period following discharge for application for giaranted loan.-We believe
that extension of the period following discharge or end of the war during which
application can be made for guaranty of loans might well be extended beyond
that now provided in the act, and( an amendment to the present act, similar
to that in II. R. 3749, is included among our suggestions in appendix C.

7. Loans for othcr than agricultural purposcs.-While this report deals pri-
marily with the agricultural loan provisions of title III of H. R. 3749, most of
the foregoing statements would appear to apply with equal force to the provi-
sions of title III of H. R. 3741) with reference to the guaranty of loans for the
purchase or construction of homes and for the purchase of business property.

APPENDIX C

[Omit the part enclosed In black brackets and insert the part printed In italic]

SEc. 500. (a) Any person who shall have served in the active military or naval
service of the United States at any time on or after September 16, 1940, and prior
to the termination of the present war and who shall have been discharged or
released therefrom under conditions other than dishonorable after active service
of ninety days or more, or by reason of an injury or disability incurred in service
in line of duty, shall be eligible foir the benefits of this title. Any such veteran
may apply within [t~vo] si.r years after separation from the military or naval
forces, or (two] six years after termination of the war, whichever is the latbr
date, but in no event more than [five] cight years after the termination (if the
war, to the Administrator of Veterans' Affairs for the guaranty by the Admin-
istrator of not to exceed 50 per (entum of a loan (r loans for any of the purposes
specified in sections 501, 512, and 503: Pror'idcd, That the aggregate amount
guaranteed shall not exceed F$2.000] $5,000. If the Administrator finds that
the veteran Is eligible for the benefits of this title and that the loan applied for
appears practicable, the Adninistrator shall guarantee the payment of the part
thereof as set forth in this title.

(b) Interest for the first year on that part of the loan guaranteed by the
Administrator shall he paid by the Administrator out of available appropria-
tions. No security for the guaranty of a lian shall be required except the
right to be subrogated to the lien rights of the holder of the obligation which
is guaranteed: Proridcd, That pursuant to regulations to be issued by the Ad-
ministrator the mortgagor and mortgagee shall agree that before beginning fore-
closure proceedings for default in payment of principal or interest due, the Ad-
mninistrator shall have at least thirty (lays' notice with the option of bidding in
the property on foreclosure or of refinancing the loan with any other agency or
by any other means available.

(c) Loans guaranteed by the Administrator under this title shall be payable
under such terms and conditions as may be approved by the Administrator:
Provided, That the liability under the guaranty, within the limitations of this

77877-45-19
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title, shall decrease or increase pro rata with any decrease or increase of the
amount of the unpaid portion of the obligation: Pro rided further, That prin-
eipal loans guaranteed by the Administrator shall bear interest at a rate not
exceeding 4 per centum per annum and shall be payable in full in not more than
[twenty] thirty-fire years. The Administrator is authorized and directed to
guarantee loans to veterans subject to the provisions of this title on approved
applications made to persons, firms, associations, and corporations and to govt
ernmental agencies and corporations, either State or Federal.

PURCHASE OF FARMS AND FARM EQUIPMENT

SEc. 502. Any application made under this title for the guaranty of a loan to
be used in purchasing any land, buildings, livestock, seed, fertilizer, or other
supplies, equipment, machinery, or implements, or in constructing. repairing,
altering, or improving any buildings or equipment, to be used in farming opera-
tions conducted by the applicant, or to purchase stock in a cooperative association
where the purchase of such stock is required by Federal statute as an incident
to obtaining a loan on which a guaranty is sought, may be approved by the
Administrator of Veterans' Affairs if he finds-

(1) that the proceeds of such loan will be used in payment for real or
personal property purchased or to be purchased by the veteran, or for
con stru acting, repairing, altering, or improving any buildings or equipment,
to be used in bona fide farming operations conducted by him;

(2) that such property will be useful in and reasonably necessary for
efficiently conducting such operations:

(3) that the ability and experience of the veteran, and the nature of the
proposed farming operations to he conducted by him, are such that there is
a reasonable likelihood that such operations will be successful: and

(4) that the purchase price paid or to be paid by the veteran for such prop-
erty does not exceed the reasonable normal value thereof as determined
Iby] after proper appraisal, chh apprai-sal may be paid for by the Ad-
mninistrator.

SFc. 504. The Administrator of Veterans' Affairs is authorized to promulgate
such rules and regulations as are deemed necessary and appropriate for carrying
out the provisions of this title, [and] may delegate to a subordinate employee
authority to approve loans, and may designate sut h agency or agencies, if any,
and the employee. ihereof as he finds equipped to determine whether the guaranty
of loan should be approred, subject to the provisions of this title and the rules
promulgated thereunder.

SEC. 505. (a) [The Administrator shall designate such agency or agencies,
if any, as he finds equipped to determine whether the guaranty of loan should
be approved under this title.] In any case wherein a principal loan, for any
of the purposes stated in sections .501, 502, or 5W-, is approved b-, a Federal agency
to be made or guaranteed or insured by it pursuant to applicable law and regu-
lations, and the veteran is in need of a second loan to cover the remainder of
the purchase price or cost, or a part thereof, the Administrator, subject otherwise
to the provisions of this title, includirg the limitation of r$2,CO0] $5,000 on the
total amount which may be guaranteed, may guarantee the full amount of the
second loan: Prorided. That such second loan shall not exceed 20 per centum of
the purchase price or cost and that the rate of interest thereon shall not exceed
that on the principal loan by more than 1 per centum : And provi:ded further. That
regulations to be promulgated jointly by the Administrator and the head of such
agency may provide for servicing of both loans by such agency and for refinancing
of the principal loan to include any unpaid portion of the sectindary loan with
accrued interest, if any, after the curtailment thereon equals twice the amount
of the secondary loan.

(b) Any person who is [found by the Administrator of Veterans' Affairs to b-i
a veteran eligible for the benefits of this title, as provided in section 5'0 hereof,
and who is found by the Secretary of Agriculture. by reason of his ability and
experience, including training as a vocational trainee, to be likely to carry out
successfully undertakings required of him under a loan which may be mado tinder
the Bankhead-Jones Farm Tenant Act. shall b- eligible for the benefits of such
Act to the same extent as if he were a farm tenant.

(Whereupon, at I : 20 p. m., the hearing was recessed until 2: 30
p. m. of the same day.)

(The subcommittee reconvened at 2: 30 p. m., pursuant to recess.)
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Senator JOHNSON. The meeting will be in order. Mr. Fred &.
Merrifield, of the Farm Credit Administration, is our first witness.

STATEMENT OF FRED R. MERRIFIELD, FARM CREDIT
ADMINISTRATION

Mr. MERRIFIELD. Mr. Chairman, it is a pleasure to meet with your
committee and give you my views as to the GI bill of rights for
Veterans of World War II. "

As general agent of the Farm Credit Administration of Wichita,
I am employed jointly by the Federal Land Bank, the Federal Inter-
mediate Credit Bank, the Production Credit Corporation, and the
Bank for Cooperatives, which is under the joint control of the Gov-
ernor of the Farm Credit Administration in the Department of Ag-
riculture and a Board composedd of farmers in the four-State area of
Kansas, Oklahoma, Colorado, and New Mexico. My testimony does
not purport to be exactly official recommendation of any of these, but
my own ideas as to what the majority of farmers and members of our
group believe should be done to facilitate the efficient operations of
the provisions of the GI bill in the field, with particular reference to
title III.

In the first place, the majority of farmers in the ninth farm credit
district desire to do everything possible to assist the veterans on
their return to become successful private citizens. The majority
of those who are returning to farms will not desire and should not
purchase farm, before gaining farm operation experience. Farm-
ers and rural bankers believe that any credit extended to these
veterans from the standpoint of purchase of farms and farm equip-
ment, should be on a basis that it could be paid back from the income
to such veteran from the farm or equipment purchased, in a way
that the veteran, himself, would realize that he was making progress
from the standpoint of definitely accumulating an equity. In other
words, such loans should not be the cause of a series of heartaches and
final loss and disillusionment.

There is no doubt that the present bill is not operating successfully
from the standpoint of the farm-loan features. There have been to
date slightly over 60 appraisals made in our district and of these
vev few have been completed as loans.rhe main problem from the standpoint of farm loans applied for
under this bill has been that too often the price has been above the
appraised normal value, and even though it was above the appraised
value only a very small amount under the present law even if the
veteran may have had more than enough cash to pay the difference le
could not buy the property. I do not intend to indicate th'it I believe
that we should throw the bars down. We certainly should not loan
100 percent of the purchase price in the majority of cases under pres-
ent prices and very seldom under even lower prices. In our four
States, Kansas, Oklahoma, Colorado, and New Mexico, land prices
have increased from 25 to over 100 percent since the war started.

If the veteran could pay what those in his community thought a
reasonable price and yet have the size of the loan to be guaranteed,
based on the normal agricultural value, many more veterans could be
served on a satisfactory basis. Certainly no veteran should be loaned
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more than 4n aniount which could be paid off from the sale of farm
c01nimodities at average or normal prices.

you. Senator Johnson, know, our organization has been quite
active in Colorado. and the other three States in the ninth farm-credit
district. in pointing out the dangers of land inflation particularly
fromn the standpoint of excessive debt for land purchase. We have
worked with the Extension Services of the State agricultural colleges
in setting up county veterans' advisory committees, in accordance with
the Department of Agriculture agreement with the Veterans' Admin-
istration, that returning veterans may be prol)erly advised a- to land
values, possible return from land, and so forth. Considerable has
been said about the fact that many more home loans are being made
under the GI bill than farm loans. There is a great difference in
determining a safe loan on a home from the standpoint of investment
value iind p ,.-sible ability of purchaser to py for same from other
sources of income and a safe loan on a farm which must be paid from
income over a period of years from that farm. We should not, be
alarmed that our boys are being cautious from the standpoint of in-
debtedness. Many boy-s are becoming reestablished on farms as part-
ners of their fathers or tenants. Many veterans are returning with
stillie savings or the parents are assisting them in a down payment.
Many )of the new loans of our Federal land banks are to veterans which
cannot exceed 65 percent of the appraised value.

The new bill pa .sed by the Hotuse, H. R. 3749. which is before you
now. undoubtedly has for its purpose the straightening out of some
of the prvi ,!Oms of the original bill. However, there is a feeling that
it goes much too far from the standpoint of throwing the gates down
in allowing lenders to pass full and final judgment as to not, only the
price that may be paid for a farm but the amount of the loan which
must be guaranteed by the Governmiient as indicated in new section
500 and in new section .503 (4), as follows:

(4) That the purchase price paid or to be paid by the veteran, for such prop-
erty does not exeed the reasonable-

leaving out the word "normal"-
value thereof as determined by the lender's aipraisal-

leaving out the word "proper."
No, doubt in the original GI law the limit on the price which could

be paid for the property based on normal value, was too tight in many
cases. as previously in(licated. It appears to me this could be taken
care of by the new subparagraph 4. section 503, quoted above, with
the addition of the words, "and the approval of the county certifying
committee, as selected by the Administrator"-at present that is the
three nicn on the Bankhead-Jones committee with an additional vet-
eran from each county-and with the addition of a subparagraph 5,
which woull limit the amount of the loan (not the price) definitely
to the normal value as in the present bill, as follows:

(5) That the amount of such loan to apply (in the purchase of such property
shall not exc-4*d the appraised normal value thereof, as determined by the
Administrator.

Approval of the purchase price and the loan itself by the certifying
committee and limiting the amount of the loan to the normal value
as determined by an appraisal-at present by Federal land bank ap-
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praisers-wolld allow the returning veteran to pay a reasonable price
for the property, but wild protect him from making an exorbitant
loaia whi(l would be inflationary in effect, and this would assure
uniformity ill lending practice throught the Nation.

It appears that if a similar paragraph as smbsection just men-
tioned, were inserted in those sections covering pir(.hase and con-
struction of homes and purchase of business property, limiting the
loan to normal value as appraised in accordance with instructions
of the Administrator, it would prevent overzealous lenders from
overselling veterans and loading them with a top-heavy loan, in our
cities, as well as in rural areas.

In section 500, that portion added in new bill allowing lender full
determination should then be left out and approval of Administrator
added in sections 501. 502. and 503, since the part they wanted in
there would be taken care of already in section 4.

In section 501 all types of private agencies are named as eligible
to make guaranteed loans with the exception of the agencies of the
Farm Credit Administration. Though it might be that under the
wording of H. R. 3749, these agencies could make GI loans, if ap-
proved by the Veterans' Administration, it appears that in naming the
agencies, the "cooperative-credit agencies of the Farm Credit Admin-
istration" should be included. Lending organizations owned by the
farmers themselves certainly should not be discredited.

H. R. 3749 also leaves out the amendment to the original bill which
was passed as a part of the land-bank bill. H. R. 2113. a few weeks
ago, permitting the purchase of stock in a cooperative association
were the "purchase of such stock is required by Federal statute as an
incident to obtaining a loan on which a guaranty is sought." This
should undoubtedly be retained a part of new section 503 in order
that the farmers cooperative credit agencies mentioned above might
make loans under the provisions of the law.

It would also appear that in a number of cases veterans will desire
to obtain suburban tracts which cannot classify as either city property
of farms from the standpoint of the agricultural income of the
tract. In the case of such loans, consideration should be given to the
possible outside income of the veteran, both from the standpoint of
price and normal appraisal. This could be handled by inserting in
subparagraph (3) of section 503 after the words, "to be conducted by
him," the words, "and outside income," or it possibly could be effected
by regulations of the Veterans' Administration.

Old section 505 has been left out entirely. Since this section does
not interfere with lending by private agencies, but merely allows
private agencies or individuals to lend over and above certain Federal
agency loans, it appears that this section should be retained, with
the inclusion of the Federal land bank as one of the Federal agencies.

I am definitely in agreement with Assistant Secretary of Agricul-
ture Brannan that it should be possible to extend payment of these
loans on an amortized basis over a longer period than 20 years-say,
at least 30 to 35 years-and that particularly in the Corn Belt and
West the guarantees should be over $2,000 though not to exceed 50
percent under any circumstances.

In other words, the purchase of a farm in the central west costs
more than in the South and if someone in that area is entitled to a
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50-percent guaranty, I see no reason why it should not go in the
more expensive farming areas.

I am positive that these small but important suggestions will make
the l oan features of the bill workable and of real assistance to vet-
erans as desired by the Congress and at the same time protect the
veterans. I am sure the Veterans' Administration will rapidly speed
up procedure and simplify forms used in obtaining GI loans. May
I say that taking into consideration the newness of the program the
Veterans" Bureau has done a good job to date.

Though we should make the loan features of the GI bill practical
and workable all of us -should encourage veterans to borrow con-
servatively, at least until they are very sure of their desires and train-
ing. for a particular vocation.

Speaking as a veteran of the last war and one who has a son in this
war. I feel that one of the best ways to have some time to get settled
and get additional training at the same time is to take advantage of
the educational provisions of the bill. For this reason I am definitely
in agreement with the extension of time, as included in H. R. 3749,
within which a veteran may take advantage of the loan features of
the bill; and also with those features of the bill having to do with
education. Some thought should be given to whether the amount
allowed for subsistence, while in school, is quite large enough for
those veterans having families, in other words, in addition to $60 for
a single man. and .85 for man and wife, possibly there should be from
$100 to $110 for man and wife and a child or children.

I thank you.
Senator JOHNSON. We thank you, Mr. Merrifield.
Mr. 'IERRIFIELD. Do you have any questions?
Senator JOHNSON. I believe your statement is readily understood.
Now we will have Mr. Ralph McDonald, of the National Educa-

tion Association.

STATEMENT OF RALPH McDONALD, EXECUTIVE SECRETARY,
DEPARTMENT OF HIGHER EDUCATION, NATIONAL EDUCATION
ASSOCIATION

Mr. McDoNALD. Mr. Chairman and members of the committee.
Colonel Owens and I are both appearing on behalf of the National
Education Association. We have mimeographed our statements and
we will try to see that they get into the hands of the committee.

I am appearing before you as a representative of the National Edu-
cation Association, the professional organization of individuals en-
gaged ir, education in the United States. The National Education
Association is composed of 331,000 dues-paying me-mbers, and it is also
the national organization of all of the State education associations in
the United States, with a total dues-paying membership of 733,000,
or more than 70 percent of all the educators in America. I am execu-
tive secretary of the department of higher education of the National
Education Association, which is the department of the National
Education Association consisting of members of these organizations
who are engaged in college and university work-professors, deans
and presidents. In discussing the matters now before your committee,
I am speaking as a representative of the department of higher edu-
cation and also of the National Education Association as a whole.
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Since the beginning of the war the National Edueation Association
has, through its various committees, conferences, and research activi-
ties, carried on an intensive study of the education of veterans. The
various aspects of this problem have been the subject of literally hun-
dreds of conferences and committee studies by our members in every
section of the country. Many confereces, committee studies and
research activities of Nation-wide scope have been completed. I shall
try to present the results of the studies of our members throughout
the country, and to summarize our experiences during the first year
under Public Law 346.

First of all, on behalf of the educational people of the country, I
should like to thank the chairman and members of this committee,
and I might say particularly the chairman, and the Members of
Congress for the constructive interest and tireless labor which have
been and are being devoted to working out educational opportunities
for men and women who have served in the armed forces during the
war.

The chief argument which has been given in favor of educational
provisions for veterans is that a grateful nation owes it to the veteran
to help him make the best adjustment to civilian life. That is a very
compelling argument, and it is one to which we subscribe whole-
heartedly. We believe, however, that there is an even more com-
pelling reason why the Government at this time should give the
greatest possible encouragement to the education of veterans, and
that is that the national welfare requires it.

The United States has been thrust into a position of world leader-
ship far beyond anything we have ever experienced before. As the
distinguished Senator from Texas has so ably said on many occasions,
the United States must take the lead in bringing the world to a new
high plane of brotherhood and decency. To fulfill this role success-
fully, the United States must have the best-trained leadership that it
can possibly develop within our own Nation. We have long recog-
nized the necessity of an educated leadership in a democracy. We
have come in recent years to an even greater realization of this neces-
sity, and the world leadership of the=United States makes it impera-
tive that we take heroic measures to provide within this Nation a
quality of leadership which will measure up to our unprecedented
power and responsibility.

Education-particularly the education of leaders-was set back
almost unbelievably during the period of the war. It is estimated
that if our Nation had not been engaged in war, the total number
of student years of resident students in colleges and universities in
this country would have amounted to approximately 8,568,115 during
the 5-year period from 1940-41 to 1944-45, inclusive. That is, there
would have been enrolled in the colleges and universities of America,
1,567,343 students in 1940-41, 1,640,483 in 1941-42, 1,713,623 in 194,-
43, 1,786,763 in 1943-44, 1,859,903 in 1944-45 simply on the basis of
the increase in enrollment which normally as established before the
war; that would be a total of 8,56S,115 student years in college during
this 5-year period.

Actually, the available data indicate that there were not more than
5,467,000 student years completed in our colleges and universities
during this time. The deficiency, therefore, in leadership training
as indicated by student years of instruction in colleges and universi-
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ties, amounted to more than 3,000,000 student years. This estimate
of deficiency is a conservative one, and we may say with certainty
that we are now at least that far behind the normitraining of our
Nation's leaders in colleges and universities. In addition, there has
been a sharp reduction in the number of high-school graduates dur-
ing these years, so that at the end of the war there are not as many
students prepared to enter college from the high schools as would
nornmall have been expected.

Simply to offset. this educational deficiency it would be necessary for
-the colleges and universities of the Nation to enroll 750,000 extra
students for full 4 years of training. These extra. 750,000 students
would have to be over and above the normal enrollment that would
have been expected in the colleges and universities during the next few
years.

Therefore. in making provision to encourage veterans to continue
their education, the Congress is taking a long step to help offset the
very great, educational deficiency caused by the war.

Our opinion, based oin ou," experience is that, even with the greatest
possible encouragement that Congress can give to veterans, there will
not be anything like enough of them renew their education to make up
for this vast educational deficiency. On the basis of a survey con-
ducted in the armed forces, General Hines last January estimated that
there might be as many as 660,000 veterans in the colleges and uni-
versities of the country. These veterans cannot be expected to aver-
age four full years of college study. The Nation will be fortunate,
indeed, if the total number of student-years completed by veterans in
colleges and universities should total a million and a half, which is
only half enough to offset the estimated deficiency at that level.

While no data are available for high schools, based on as accurate
a survey, the probabilities are that our deficency in student years based
on higl-school years would run toward 10,000,000.

Already into the colleges and universities of the Nation there is
pouring a growing stream of veterans. On this date, October 11,
I would estimate the number to be approaching 50,000 enrolled, with
a great increase to be expected later in the year as the winter and spring
quarters and second semesters begin. Many universities are providing
for veterans to enter at more frequent intervals. The number may
well go beyond 100,000 in the colleges bef ore the end of the year.

In that connection I also point out that a survey has just been com-
pleted, indicating in the public schools there were 5,000 to 10,000 of
these veterans, and that number is also increasing and is considered
certain to be increased to 25.000 this year.

Evervwhere the story is the same regarding these veterans. They
are making their adjustment well and quickly to campus life and
college study. The number is large enough and the experience suffi-
ciently similar throughout the country to dispel any fear as to the
veteran's effective adjustment to college life. To be sure, veterans are
more mature, they are more serious-minded, as a whole they are more
vocation-minded in selecting their courses, and many require a brief
orientation period to become adjusted, but on the whole they are fall-
ing with ease and wholesomeness into the stride of university; life.
There are individual exceptions, of course, just as there are nonveteran
students who do not make the adjustment. But the picture as a whole
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is very good so far as the adjustment of the individual veteran to
college life is concerned.

Some measure of thfe interest of veterans in education may be had
from the fact that in August of this year more than 1,000,000 men in
uniform were enrolled in the various educational programs of the
United States Armed Forces Institute while awaiting discharge, with
175,000 enrollees in the European and Mediterranean area alone.

The colleges and universities have made many adjustments to pro-
vide opportunities for veterans. In their admission requirements,
courses, guidance services, and organization nearly all higher-educa-
tion institutions have arranged their programs to encourage veterans
who are capable of (loing college work.

Many public-school systems throughout the country are extending
their programs of adult and vocational education to meet the needs
of veterans.

There are several major obstacles standing in the way of these vet-
erans, however-obstacles so serious as to defeat in large measure the
effectiveness of Public Law 346. It is only natural that actual ex-
perience would indicate the need for amending such an important piece
of new legislation.

The major obstacles to veterans' education now are:
(1) Insuffi ient subsistence allowances to veterans.
(2) Lack of housing facilities, particularly at colleges and uni-

versities.
(3) Inadequate compensation to institutions, especially public col-

leges and universities and public-school systems.
(4) The deduction clause under which the entire cost is charged

against any future benefits to the veteran.
(5) Inadequacy of counseling.
There are other important ways in which the provisions for edu-

cation under Public Law 346 can be improved and strengthened, but
the chief needs are related to the five obstacles listed. We are con-
vinced that removal of these hindrances would result in the encourage-
ment of veterans to secure education, whereas the situation is one of
discouragement to tens of thousands-ultimately hundreds of thou-
sands-of veterans as long as these obstacles persist.

The measures now before your committee are intended to reduce
some of these obstacles and open the way for more adequate educa-
tional opportunities for veterans. I should like to disCuss some of
these amendments in relation to the major obstacles I have mentioned.

Now, we come to part I: Reducing the major obstacles. First,
there i's the need for more adequate subsistence allowances. This
refers specifically to title II, part VIII. paragraph 6, Servicemen's
Read jstment Act.

Public Law 346 provides $50 per month subsistence allowance for
a veteran without dependents, and $75 per month for a veteran with
one or more dependents.

One reason I have treated this so extensively in preparing my state-
ment is that in the portion of the hearings I have been privileged
to hear, not so much emphasis has been placed on this as I thought
might be the case, by other organizations, and I think most of them
would be of one point of view. I think the evidence for increasing
allowances should be in the record in order that it may he considered.
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This allowance has already proved to be entirely too small, and its
inadequacy will be recognized more and more as veterans now enter-
ing school find out by experience how far it falls short of providing
even minimum subsistence. Quite commonly veterans begin their
education thinking that they can make out on the allowance and in 2
or 3 months many of them fall hopelessly behind financially.

Under H. R. 3749, which pas ed the House, the allowances would
be raised to $60 and $,5 per month for veterans without and with
dependents. respectively. Under S. 117( the allowance would remain
at &)0 per month for the veteran without dependents and $75 for the
veteran with one dependent, but $25 more per month would be allowed
for each additional dependent up to a total of $150 per month.

Subsistence, if it means anything, must include room and board,
clothes, and absolutely necessary incidentals such as carfare and
laundry charges. It has already been brought out at these hearings
that cost of board and room alone averages $46 per month for the
single veteran who is lucky enough to get into a college dormitory.
For the single veteran the average is $66 for room and board off the
campus. These figures are averages for representative universities,
and the cost at half of them is above these figures. But, no veteran
can subsist on board and room alone. He must wear clothes as other
people do, must pay laundry charges, carfare, and pay other absolutely
unavoidable expenses.

The truth is that a bare minimum for subsistence would average
at least $80 per month for the veteran without dependents and from

10 to $25 per month additional for each dependent. I do not mean to
imply that this sum is adequate to live on satisfactorily; it is sufficient
only to cover the barest necessities.

There is abundant evidence bearing on this point.
From all over the country, without excepting any region, we have

authentic reports from responsible educational officials, gathered by
the Research Division of the National Education Association, express-
ing the opinion that the actual cost of subsistence of single veterans in
school this fall is averaging more than $SO per month. The figures
vary more in accordance with the size of the community than they do
in relation to the size of the school or college. The following are the
medians reported for different-sized communities:

Single Person with
person dependents

Over 1O0,M) -------..---------------------------------------------------------- $86.00 $118. 0(1
30,000 to 100,000 -------------------------------------------------------------- 79.80 117.00
1,000 to 30,000 --. . . . ..--------------------------------------------------------- 82.00 116.00
5,000 to -( ...---------------------------------------------------------- 82.80 115.00
2,500 to 5,000 -------------------------------------------------------------------- 79.00 115.60

Those are the amounts they are called upon to pay for a sub-
sistence level of living a-. they go to school.

The allowances for disabled veterans are much higher, possibly
because it is considered that they may need more, but I suspect largely
because we have had more experience with disabled veterans and have
become aware of the necessity of more adequate allowances.

Fifty dollars per month would be $600 per year while $75 per
month totals $900 per year.
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Is it possible to live on such amounts? In 1937 a group of .pecial-
ists in helping to establish a mininium-wage law for the District of
Colmbia, concludexd that a woman Government worker living alone
needed to have $1,092 annually to coer necessary expenses for main-
tenance and protection of health. By September 1942 the Women's
Bureau of the Department of Labor estimated that this minimum
budget should total $1,684; in January 1943, to cover the rising cost
of living and high taxes, the minimum budget was estimated at $1,830
annually. By June of 1945 this minimum budget of $1,830 would
have needed to be at least $1,982 in order to have maintained a constant
purchasing power.

It should be noted then that the estimated minimum budget for a
woman Government worker living alone is at least three times the
subsistence allowance for a single person under Public Law 346i.

A subsistence allowance of $50 a month would amount to an allow-
ance of $11.69 a week, which is $5.30 less than the average weekly
benefit for unemployment paid in the various States during the first
half of 1945. Certainly the subsistence needs of the ex-GI and his
family will be no less than that of other groups of workers.

The Bureau of Labor Statistics has issued a study of the spending
and .saving of the families of the Nation in the year 1941. The aver-
age money income of all of the families was shown to be $1,481. It
was generally recognized that such an income was grossly inadequate
for most families. Utilizing statistics of the Bureau of Human Nutri-
tion and Home Economics of the Department of Agriculture it was
estimated that a family of four persons needed $2,100 a year in 1941
in order to live "in modest comfort and with an adequate diet."

If we translate $2,100 needed in 1941 to 1945, the amount would be
$2,583. In terms of an adequate food allowance for a family. the
subsistence allowance to a veteran with a family is just about one-third
of what it should be.

There are those who will say that the veteran should work part time
or secure a scholarship or otherwise supplement his allowance. But,
it should be remembered that these boys feel that they have already
lost several good years from their lives, and they want to carry educa-
tional programs up to the limit of their time available. To do odd
jobs about the campus or the town for 50 cents an hour takes too much
precious time from the veteran's delayed education.

It could be argued that the veterans are healthy and strong, anyway,
and their families can stand cheap food and inadequate diet. It
might be said also that most veterans are young and that their families
might live in tents or trailers while they go to school. These argu-
ments would have no appeal to this committee, I am sure, and they
certainly are not likely to appeal to the veteran.

Under the present allowances, the veteran can do one of thwe
things-and this is what they are doing-(1) he can supplement his
allowance from some other source; or (2) he can reduce his family to
a level of living far below decent subsistence; or (3) he can decide
to let his education go rather than im pose such conditions upon his
family. There is not the slightest doubt that thousands of veterans
have chosen the last alternative and left off their education. Thou-
sands of others who start training AN-ill, in my opinion, quit in despair
when they see their families suffering, as they are bound to do.
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vte4raiv- if t li mnny 1s to lie (le(liicte(1 front a future bonus.

That q uie-I ionj )i: s beei :t subject of a great deal (if agitation in the
St iat e of ()I6j. Nortlit C.i rolina, and WNashiington, an(1 other places,
but it has been-i part ifilarly ;j problem in those States.
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the'r StlJ,' I snal niltin,,Iln I,:y J., ,w-tallisliel by th, WV,rar,' ik,]-

ministration is nire tJi:, i civilian, sfi lent s w, Ptil, hav f,, pay at
1111111 y l bli ' ilslituli ols.

i'he al(,llll of i(J he anfendllenlt r,,p,,-e b t flie Vter;ir,-' Admiri-
istratlif will still leave piiblic iii.fituifjo1 S receiving riltiw le:- ,,n the
nV'itge Iiani private ilistut ions.

It will ]la% (' Ile .Id;lVaJtag#. ihat the g , errti 1ii bwi,,r('s of tlih. irr-ti-
ilutions will kiow Iwy nre n ot ,']argi ig ,vtealiis ext i:i f,,r s,,' , ) f, ing
tliat will be (leli l(1ed frri :t fut re I)m s.

Thel4 present imlpossibility f :my'ivig allY F,.,leral financial :it in
flieir pirivisiolls for edue:itingr veteran- h:t nw.nt tat tho ,-ands
of public-scho,,l systems in every section of the c(mintrv have l)no real
4( lu .:tional programs of ant adult (r ',wi tional ,,r part-t 1ifflO 1tilre for
veterans. Tle peo le. generally. have. heei giveui the ninle-i,,n that
the le~le-i (Gox-ernn, ent is l)yi ,)v fmr tlhe etliatit of veterans. this
preventing man v imblic siJ,ols f',nj ,,gettitig the ui,'e- ; rv fn i- from
State an(d local governments to proviile edu,'atioial facilitie,- for vet-
erans. Then, too). manIv c,(1n411 ities (10 not have reso,,rcv with whic,:l
to) fillan'e a(Ilditioa:1l educational prograitt ,,f the type needed I vet
erans. Also we believe the adoption of this particular amendment. a-
indicated in S. 974, is not only advantagreoums and ,lesirable to the vet-
erani but it will mean nulch more adequate c(nipen-a:tionl to training
institti ions that are 1)ubicl siipported.
The fourthI (i ,it cle is the ,.:111 ,e requiring, deduction frnm future

benefits of payments made for veterans' education.
A \\,-ik con ference group rep)resentiiig more than 70 national ,,ran-

izations an(I agenies meeting at the National Edlucation A ,ciation
offices iii I",brliarv 194;),. rec(mmended the repeal (,f section 15,()5 in-,,-
far as payments fr education are concerned. TIv le,_,islat ive c,,mmis-
sion of the NEA has likewi-e recommended that the payments made
for veterans' education be not deductible from any future benefits
which might be voted by Congress. And I was happy to note that
the American Legion recommended that action.

I have not seen a single person lately who thinks that Con,_zie's will
pass a later benefits bill for veterans without at that time clearing the
books of any charges which might be outstanding against veterans for
education.

In tle ineantinie. however, the present I iVision serves to discouracre
many veterans from taking advantage of the educational benefi-s (f
the GI bill.
T e deduction clause could be repealed either wholly or in part, as

the jil(lgnent of the committee might indicate.
(0) You could releal the deduction requirement for all payments

in cmnnection with the education ()f a veteran.
(b) You could leave the subsisteowe payments made directly to

the veteran as a charge against his future benefits, but wipe
the sl:ate clean so far as pynients of tuition and educational
fees ar concerned.

(c) You could adopt the amendment proposed in H. R. f;1627 and
in S. )74. lrowiding that the Go(vernment absm-wr tle dffer-
ence between customary rates and the payments actually
made lo institutions.

Any one of these actions would go a long way toward providing
more adequate educational opport un i ties for veterans.
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vie fifth major obstacle is in reference to guidance services for
veterans. which refers to title II, part VIII, paragraph 10, Public
Law 346.
S. I1 70; contains amendments which go to the heart of this matter,

and we strongly recommend the changes set forth in that measure.
E'i)eciilly important are the change from "may" to "shall" in the
matter of arranging guidance, the change from "may" to "shall" in the
matter of l)ublisling and distributing information respecting the need
for general education and for trained personnel in the various crafts,
trades, and professions. The provisions of S. 1176 would also require
the utilization to the fullest practicable extent of the existing services
and facilities of State agencies qualified to furnish educational and
vocational guidance. This particular provision would bring about
much more extensive and effective guidance to veterans seeking
education.

Mr. Chairman, I have treated these major obstacles and the pro-
visions that have been suggested to remove these major obstacles
which we find now, from our experience, are actually deterring a great
iianv veterans from getting an education.

We have also prepared for consideration of the committee an
analysis of the other amendments which are pending, which, with
vour permis-ion. I will give to the individual members of the committee\
and simply hit two or three high spots because I know the committee
ha- been very much concerned with some of these points.

There appears to be general agreement that the age limit should be
abandoned and we heartily endorse that. If the committee did not
feel pretty much that that should be done we might present a lot
of data

Senator Joisox._-. I am sure it won't be necessary. I think the
committee is pretty well convinced, that is, in and out of Congress,
that that will be done.

Mr. McDoNALD. We will save your time on that point then.
We do favor the provision of S. 1176 which would extend the train-

ing period for preprofessional and professional students, extend the
time for completing the course not exceeding 7 years.

We believe Congress would be justified in extending that training
period for any veteran who will go all the way through such a course.
We think it would be highly advantageous for the country if that
could be done.

Several changes are proposed in paragraph 3, some of which we
consider unsound unless more careful safeguards are provided in
relation to them.

(1) S. 974 would amend paragraph 3 to remove from State authori-
ties the approval of schools giving short, intensive postgraduate or
vocational training course except those supported by public funds or
exempt from taxation under section 101 (6) of the Revenue Act,
leaving the approval of proprietary schools solely to the Veterans'
Administrator.

Since that has not appeared in the testimony so much, I don't know
if the Veterans' Administration is still recommending that. We feel,
however, that this provision would strike down a very fundamental
princil)le of American education, namely, State control. This change
would leave private agencies offering high-priced courses to veterans
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for profit entirely outside the jurisdiction of State education
authorities.

I understand that is not being proposed by the Veterans' Adminis-
tration, so I think I will save your time on that.

There is a suggestion which was made-I do not know now whether
it is continued-that for foreign universities the initial approval be
lodged in the Veterans' Administration.

We would like to suggest both for the consideration of the Veterans'
Administration and for the consideration of this subcommittee, that
the initial approval of foreign universities be lodged within the United
State Office of Education and the I)epartment of State. Our reason is
that many of the boys are definitely desiring to enroll in foreign univer-
sities and as there is already a trained staff with knowledge of that field
in the Office of Education and a Division of Cultural Relations in
the Department of State, that to make use of those agencies, to submit
an original list to the Veterans' Administration in somewhat the same
way the States now do for other colleges and universities, would lodge
that responsibility where it belongs.

We know the Veterans' Administration has indicated by their
cooperation with the schools and colleges that they do not desire to be
a controlling agency in education, and we feel this would be to their
advantage as well as the advantage of the veterans.

Senator JoHNsoN. It covers a field in which they have no facilities
whatever?

Mr. McDoNALD. That is correct. They would want to do this job
thoroughly, and it would be easier for them to work through the United
States Office of Education and the Division of Cultural Relations.

And if they got the initial approval from those agencies, they would
still have the general authority to add institutions not covered.

I should like simply to present some of our thinking on two of the
most controversial items in the amendments.

One is the $500 maximum and the other is the matter of correspond.
ence instruction.

I think I will try to present this as directly and simply as possible.
We feel the major concern of this committee, and certainly from

our point of view our greatest interest, is in the encouragement of
veterans to obtain education and thereby not only help themselves but
to strengthen the life of the country.

Our accent is very definitely on the positive features rather than
the negative features of these measures. The educators have had a
great deal of experience both with correspondence instruction and
proprietary schools which are organized for profit, and we recognize
very definitely that there are excellent schools, private and proprietary,
making profit and entitled to make a profit in those areas.

We have learned also that there are a great many schools of that
type, both correspondence schools and institutions which have resi-
dent students, which are not subject to any kind of control, and a great
many of the institutions within those fields we would condemn.

How Congress or the Veterans' Administration can set up a type
of administration which would distinguish between the bad and the
worse, and the worse, and the worst, is almost beyond our imagination.

There are in most of the States no effective means whatever of
supervising or controlling the schools of this type.
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For example, with respect to corresplondence schools, nobody knows
exactlv how many corresl)onlence scliools tlere are ili this country.
Certainly we lhave not been able to oltain complete data on that,
because a correspondence school may come into exist eiite tomorrow
il somde States and go out of existence a week later.

There are perhal)s not over 100 regular educational institutions
in the country offering corresl)ondence instli'tction, although we do
not have the exact number. We estimate there would be 250 to 300
going- correspondence schools of a private nature. Only 42 of those
are accredited and approved even by the organization of private
correspondence schools, and in the field of private proprietary insti-
tutions. noncorr'esl)ondence, tly have not reached the degree of stand-
ard.- for apIiroval purposes

Senator Jo1i N s,.,-. Why have the regular educational institutions
neglected that field the way they have.I

Mr. MC('DONALD. Senat('r Johnson. I think the implication that a
good many of them have neglected it is a correct one for several
rea,- os.

One reason is that the possibilities of abuse and of low-quality
education by correspondence are clearly recognized by these
institutions.

Perhaps the gzreate. t of all is that there has been an honest effort
made by the s.licol systems to extend their own facilities to meet
the needs directly of their people.

-Now, that has nct been completely successful anl I think there
are areas right now in which core I)ondence instruction could be
taken by an individual and be very valual)e. Your difficulty and
the difficulty of the Veterans' Administration would be to find out
how and where to draw lilies.

May I just indicate what the status of correspondence instruction is
legally in various States, to give you an idea of how completely beyond
the pale of any sUl)ervision and control private correspondence instruc-
tion i: in n ost States?

I lave here a survey of the practices in 29 States made quite re-
centlv-last month, in fact. In 1929 States replying through the State
Department of Education. 14 had no authority whatsoever over private
correjlodence chI('ols, • 1( (ly 10 indlicat, 1hev haive a sinall amoi, t
of authority, and 18 of the 29 State departments have no basic cri-
teria at all for judging them. and only 11 of the 29 States have inc.uded
correpondence s.hoos , n their list of al))roved institutions pre-
sented to the Veterans' Administration.

That is the most important fact of all as relating to the possibility
of supervising.

In only 6 of tlese 28 States does the State educational authority
have any authority over either public or private aaencies eon(lucting
correspondence school.s. In Colorado, Iowa, Michigan, New Jersey,
Texas. and Wisconsin there is a limited authority in the State educa-
tional authority over c ,rrespondence instruction. And in these there
is none: Arizona, Connecticut. Delaware District of C jliih;a. Flor-
ida. Iridiana, Nebraska, Nev:ida. Ohio, Washington. and Wyoming,
according to the survey wlirh Ias just been completed, a question-
naire being sent to Sthte departments of public instruction.
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There is a difficult pr(,blenl here, and in Yeneral the educational
people have beenI S ('oVonIi(*e( of the possibilities of abuse in corre-
spondence instruction that they have feared greatly that education
may becoine, in the hands of some enterprising people, a sort of racket,
and you lhav'e a miiost liflicult program because of tile ease of ablise.

If tlie committee can find'a way to open up legitimate correspond-
ence opportunities and at the same time safeguard tihe public and
t lie veteran against enterprises of : p)rofiteerir nature, we will heartily
endorse that.

Senator JoiiNsoN. Certainly there is a tremendous demand for
correspondence courses.

Mr. McDoNALD. Yes.
Senator JOHNSON. Yesterday we had a witness, Mr. Sprayberry,

from Colorado, before this committee, and he indicated that his
school had an average of 3.500 students a month who paid an average
of $5 apiece, which amounts to $17,500, and 18 people took care of that
whole program.

It seems to me that if the universities and colleges, instead of fighting
this thing the way they are doing, would compete with them, that
they would be rendering a service and they would be helping them-
selves at the same time.

Mr. McDoNALD. Senator Johnson. I had not intended, and I do not
intend, to put the organized education people of the country on record
as being flatly opposed to correspondence instruction, or even the
extension of this.

We realize definitely that there are types of courses very valuable
to individuals which they cannot obtain other than through'these pro-
prietary institutions organized for profit.

Senator JOTiNSN. The committee has to recognize that, too, and,
working in the interest of the veteran, we cannot do as you recommend,
close that door to the veteran.

Mr. MCID)NALD. Someone els.e may have recommended that the door
be closed. Mr. Johnson, but the National Education Association has
not so recommended.

We would like to point out to the committee some of the dangers
involved, and express the hope that you can find a means by which these
legitimate opportunities might be opened up.

Senator JOhINSON. I am glad to have that additional explanation
because I thought you were closing the door pretty tight. as I followed
y ,r testintliy.

Mr. MC'DONALD. I dont believe I would be justified in saying that
the door should be closed tight against those. I would say this: That
to include correspondence instruction as it is given by the regularly or-
ganizq(1 educational instill utions that are publicly supported or exempt
from taxation under 101 (6) would certainly not'involve a major abuse,
or any abuse at all; that there are private proprietary correspondence
schools that give a high quality instruction and it might be that some
such instruction available to a veteran would be such that it could not
be duplicated in an institution organized on a different basis. And I
don't believe I could honestly say that the door ought to be closed com-
pl00y against such schools.

How you are going to open the door to that opportunity and at the
same time safeguard the veteran and the public against what you rec-
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oguize as a very inferior type of institution, which is sold to the vet-
eran as a result of high pressure salesmanship, alluring advertising, I
don't know.

,ome of the correspondence schools in the United States are almost
ludicrous in what they pretend to do. I might quote a recent study
made public by a profe-sor at New York University, and he gave names
of some of the correspondence schools in the country which are making
high-sounding but unbelievable propositions to people if they will en-
roll. using high pressure salesmanship and expensive advertising by
means of which to get customers.

Now, what I would call the legitimate educational institutions are
so organized they camot use alluring advertising. Their standing
would be jeopardized if they resorted to it.

&nor JohNSON. But the average prospective student would much
rather take a course from a legitimate well-know institution of learn-
ing than from some institution he never heard of before simply because
they put out some very attractive advertising, and it seems to me that
as we go on in this country and shorten the work hours, that the de-
mand is going to increase and increase and increase for correspondence
courses where people can live in their own homes-

Mr. McDONALD. Even bv radio.
Senator JOHNSO.N. With this shortened week, they can go on and im-

prove themselves in the different arts and sciences.
I would like to urge-while it is not part of this legislation at all-

the educators to give serious consideration to the fact that they are
neglecting this very splendid field of instruction.

Mr. McDOWALD. Senator Johnson, there is one way in which this
legislation does relate or could be made to relate to the point you are
making.

I believe it is section 13 of H. R. 3749 which specifies that a corre-
spondence school, in order to be eligible for payments, must have been
in existence at the time of the act.

I think you would be entirely safe in saying "except for institu-
tions that are publicly supported or tax-exempt under 101 (6)," which
would mean that these institutions would be free to organize good,
solid courses in that field.

I think there would be some encouragement at least.
Senator JN.rsoNf. I would like to go beyond encouraging them. I

would like to build a little fire under them and get them to do the work
they are equipped to do and which they should do.

Mr. McboNALD. I think you would find a great many educational
people who would agree with that as a part of the total program of
education, to extend opportunities to the people of this country. There
is a very real place which is not yet fully occupied, for correspondence
instruction.

But there are other places where we have not been able to extend
opportunities as we should. One weakness in our educational system
is in the field of adult education. Very. few of the cities of this
country-that is, with less than half a million population-have adult
educational programs in which these veterans can get training. It is
sad, but nevertheless true.

Of course, one reason that they cannot establish them now is that
they cannot get any money from the Federal Government through this
bill to help them do that to any great extent.
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First of all, they (Io't have the right to establish tuition rates, and
tl erobly gi t 1oney, or t lie, face cli arges of (is'rimination agairist vet-
erans by charging them and not others.

I greatly allrcciate the courtesy of the chairinan of the committee
,in allowing me to al)par here to lay, and we are arnxioIs to b. of as
niuch help as we can because it is very evident that the c,,nmittee is
trying to extend opportunities for veterans' education and we want to
see the opportunities extended. While we see certain dangers in cer-
tain of the amendments, we are m(,re interestuil in the [,,sitlve features
by which opportunities can be extended, than in the, negative argu-
ments by which they can be reduced.

Senator JOIINSON. )o you have any question, Senator Millikin?
[No response.]

Mr. McDONALD. Colonel Owens has had :a very long and intimate
experience, not only with veterans but with education. He was for
more than 5 years with selective service and now he is directing vet-
erans' education for the city of Cleveland.

Senator JOHNSON. We will be glad to call on Colonel Owens in just
m moment.
At this point I would like to ask if there is any objection to placing

in the record a telegram received by Senator Moore, of Oklahoma,
with respect to the matter under consideration. [No response.]

Hearing no objection, it may be inserted in the record.
(The telegram referred to is as follows:)

NORMAN, OKLA., October 11, 19-.Hon. E. H. MooRE,
Senate Office Building, Washington. D. C.:

At Senate Finance Committee hearings on H. R. 3749 now being held the
National Education Association, the American VNr'ational Association, the Asso-
ciation of American Colleges, the Association of Land Grant Co)lleges. and the
National A sociation of State Universities are supporting certain changes in the
bill before the Senate.

The University of Oklahoma believes that the changes supported by these
groups should be made, and particularly the university is interested in seeing
section 151:5 of the.bill amended so that sums paid to the university by the
Veterans' Administration in excess of established fees will not be deductible from
any future adjusted compgnsatitn which the Corigm'ess ay vote.

Your support in the Senate for the amendrients proposed by the above-named
organizations and particularly for the amendment of section 15C5 will be greatly
appreciated by the university.

It is also suggested that the bill b amended by striking the last provision of
suhsection 5 of section 4'1) (lines 1 to 7, p. 16) reading as follows:
"And prorided further. That if any such institution has no established tuition fee
or if its established tuition fee shall be found by the Administrator to be inade-
quate compensation to such institution for furnishing such education or training
he is authorized to provide for the payment with respect to any such person of
such fair and reasonable compensation as will not exceed $500 for an ordinary
school year."
and to substitute therefor-

"And proridcd further, That if any publicly supported institution or private
institution exempt from tax under section 101 (6) of the Internal Revenue Code
has no established tuition fee or if the tuition of any such institution is less, than
the actual cost to such institution of furnishing the education or training the
Administrator Is authorized to provide for the payment to such institution, with
respect to any such person, of the actual average cost of furnishing similar educa-
tion and training to all students in such institution, but not to exceed $WOO for
an ordinary school year."

ITNIV PRITY OF OKIAHOMA BOARD OF REGENTS.
By E. C. HO1PI-E President of thc Board.
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Senator JoHN-soN. Colonel Owens, you may proceed in your own
way.

STATEMENT OF COL. ROBERT H. OWENS, SUPERVISOR, VETERANS'
EDUCATION DIVISION, CLEVELAND, OHIO, PUBLIC SCHOOL SYS-*
TEX, REPRESENTING THE NATIONAL EDUCATION ASSOCIATION

Colonel OwE.s. Mr. Chairman and members of the committee, the
National Education Association felt that it might be of interest to
this committee if someone who was actually meeting veterans face to
face while operating a veterans' educational program would appear
before you.

The Cleveland Board of Education requested my release from duty
after 5 years and 5 days, to go to Cleveland and operate a veterans'
education program and, since midsummer I have been meeting vet-
erans who are seeking veterans' educational opportunities and infor-
mation.

Senator Jonx-sox. Are may States and cities doing that sort of
thing?

(Uolonel OWENs. No; not very many as yet, sir. A few of the larger
ones are.

This veterans' education division in Cleveland was established by
the board of education resolution. There are some other cities who
are doing things, but, by and large, there are not enough as yet.

These men that I have seen range all the way from men with so-
called 2 years of formal education to men who lack a few semester
hours of their Ph. D. degrees. Between those extremes men are at all
levels of educational attainments, mental competency, occupational
experience, and military experience. They include men discharged
for medical reasons before the general demobilization program be-
came effective, and men now being discharged on the point system.
They include men still in service who are in town on furlough, some
residents and some not.

They come with all kinds of questions, not necessarily about going
to school immediately, but eventually, after they reestablish them-
selves in civilian life.

Servicemen come and want to know what they can do while still in
service, and after they get out and get a job what they might be able
to do in adult schools.

In addition, we sometimes seem to be a listening post for a lot of
problems relating to the armed forces.

These men invariably realize, as I did in the First World War, that
if they had had more education before they went into the service they
might have gotten more desirable assignments or been promoted more
i apidly. They also realize as they return to competitive civilian life
they must have more preparation and they are seeking to get it in one
way or another.

We give each of these veterans our undivided attention from early
morning to late at night. They present many problems. Some of
these problems have to do with the law, and I hope to be permitted to
tell what I have picked up and gathered since midsummer so that
some of these things you are considering might be favorably con-

dered.
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I don't lkiow all the answer: , but I will try tro giv, y,,on lily irnprt-4
sioll.

From what. I have gained I wotild say the- first thing. thle rn-4
important thing, has to do with I . .3719, ,wtioti 10. ,ks in the.
original law, that says tlat the Adminitrator rmay arraiige for edil-
cational and vocaltomal guidance. I refer now to S. 1176. s.'tioll 1,
which makesa very imIportant ct'lge"

The Administrator slll arrange for e(hue:itionl,! awd voati,,r:l guidance.

If nothing else happened to I his bill, that would save millions of
dollars to the Government and thousands (,f fru-4rated veterans who
are at )resellt entering upon courses ()f e(ducational training in wliih
they have little chance of smcess, in which they will attain skills that
are not employable because of changes in industry re'ulti ,,r in sur-
plus manpower and, third, entering upon prorams in whi.h their
highest abilities and capacities may not be developed.

Every day I see, veterans who have been sold "bills of goods."
Perhaps you have seen things like this. It is very interesting, I

think, an advertisement which reads:
Do you know what is happening in radio and electronics for men-men, age

17-50? It will pay you to take a few minutes and inquire about the many
opportunities made p),ssible for you by the remarkable new developments in
radio, electronics, television. Electronics is taking top billing as a brand new
major industrial field for postwr jobs. There will be tens of thousands of jtibs
in the installation, service, and maintenance end of electronics.

And continuing:
All the training given in our school on modern radio equipment under the

supervision of radio engineers holding first-class Government licenses. You
learn by doing. Will not interfere with your work. Pay and night classes.

Special attention servicemen. You can receive this training at Government
expense. We are officially approved by the Government for GI training.

Men come in and ask me about such things. I tell them that if an
institution is approved for GI training plus approval of the Veterans'
Administration for vocational rehabilitation under Public Law 16, it
is likely to have a pretty good program.

But is that particular program what you are equipped for, I ask?
Now, changing this word From "may" to "shall" is important. Men

are attracted by such advertisements.
Suppose though that. that school-and it may be-has a fine pro-

gram. Is that the place that a veteran who may be appealed to by
such ads should go? If you change the word from "max'" to -'shall'
the veteran has a chance to be advised and consulted and tested so that
he will know his best abilities and his weaknesses.

Too many boys are coming in who were fascinated by the Air Corps,
even though in some other branch of the service, and they want to be
electrical engineers or soine kind of engineers, or to work on jet-pro-
pelled airplanes. They have no mathematical ability and very little
experience in mathematics, but they want to be engineers.

We try to bring before them all the things that bear on their
particular educational problem. We tell no one what to do, but we
try to) get them to analyze themselves.We also often send them to the Veterans' Administration which has
contacts, to test and advise under Public Law 16. which is also open
by request of the veteran to those eligible under 346.
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But if it is required by changing "nhay" to "shall," it will be a greatQte forward."ee veteran should have before him, before he chooses a course of

education or training, all that he can learn about himself, future pos-
sibilities in jobs or professions, and where he may best succeed and
obtain such jobs.

And that is comparable to what this committee is doing. You are
seeking information on which to form opinions. And that is what
we want the veterans to do.

I have even seen veterans who have been approached by institutions
of higher learning, trying to enroll them in colleges, and in no case,
with these particular veterans, had any of the boys gone beyond the
first year of high school and they were not college football material
either.

Of course, it is just as bad for a veteran to enter a publicly supported
institution in the wrong program-

Senator MILLiKi.N-. Were those State-suppqrted schools or proprie-
tarv schools?

colonel OwENs. They happened to be proprietary schools, sir. It
is as bad for the veteran to enter a publicly supported institution in
the wrong program as a privately supported institution that operates
for profit, of course. And this change in this law as suggested will
often save the veteran.

Now, in the second part of S. 1176 it states that the Administrator
of Veterans' Affairs shall secure from the appropriate agency of each
State a list of the agencies, organizations, and institutions within such
State which are qualified to furnish such educational and vocational
guidance. I would add something to that, saying that such contracts
should not be exclusively with institutions of higher learning. That is
where they are now, and they are doing a good job, but it seems a
strange thing to me when cities like Denver, Atlanta, Chicago, Detroit,
San Francisco, Los Angeles, and Dallas, where the public-school sys-
tems in those cities have alert and excellent departments of educational
research and psychological clinics, with experience in testing and guid-
ance, with scores of thousands of cases, particularly with those who
need their education below the collegiate level, have not or cannot
obtain such contracts.

I would add a provision which would help insure that such cities
could get such contracts. If they do that they may round out the
service that they are trying to perform for veterans.

The last part of paragraph 10, section 3, has to do with the Admin-
istrator publishing information respecting the need for general educa-
tion and for trained personnel in the various crafts, trades, and pro-
fessions, making "shall" again in place of "may" as it is in H. R. 3749
and in Public Law 346.

In fact I cannot help but be in favor of everything in section 3,
paragrapli 10, because it is the recommendation I made last spring to
the American Legion.

This matter of requiring guidance I would regard as No. 1 point
in importance from my experience.

The second point in importance has to do with section 1505. You
have heard something about that.
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I would like to addl further arglifiluet. If ('iwgress waited to ,Io
something for the veteran, why (t you only lend him money which may
be takef frni any fitute adj isted ,.flhI[.ersaltion ' ( ",, ninny veterajl-
are coming in to me and asking if section 150.5 ne qins what it says,
and when I tell them it does, they say "The war is over. I guess. I
won't, go to) school; I will save that money because we are going to get a
bonus."

I recommend that at least part of that be amended to include (or'ie
phrase reading like this-"except for educational and training pur-
poses."

I notice that some representatives and people testifying wi-li to
go further. Yo)u see, I approach this thing with the idea thAt veterans
should be, encouraged to enter upon a progralll (,f education and train-
ing. No)t only would the individual veteran benefit but each com-
munity woul1 be benefited if that is done.

There will be in each community from 8 to 10 percent of the whole
population who are veterans and eligible for these rights.

If an appreciable percentage of those veterans undertake to upgrade
themselves in some way, it will be a wonderful thing for the com-
munity.

The third point in importance, I believe, is the matter of dissemina-
tion of information to veterans and making it easy for them to, obtain
their rights. It is surprising the number of veterans who come in
and know nothing about their rights except that there is a GI bill
of rights and some educational time coming to them.

Many of them think all they have to do is to go to school and the
Government pays the tuition and they begin to get subsistence. Well,
it is not quite that simple, as you know.

I have even had veterans tell me, "If I have to go through all that.
forget it." Not many do that, of course, because we try to help them.
and we enroll them while they are waiting for their certificates of
eligibility.

I would like to make a couple of other suggestions, and one is that
for all veterans already discharged, the Vethrans' Administration send
each one a certificate of eligibility which he must have when he enrolls
in a school. And to go with that there should be a short statement
of what he can do with that certificate of eligibility and what his
rights are.

Then to round the picture out a little more, I would recommend
that for men separated from the.armed forces 60 days after these
amendments are enacted, every one who is eligible, that means all
men not dishonorably discharged, should be given a certificate of eligi-
bility. That would save time and encourage many to goT, ahead and
enter eventually upon a program of educational training.

Those three things, plus some details of the law itself,7are the order
in which I would emphasize them.

Senator MILLIKIN. Mr. Chairman, it has been my understanding
that at the separation centers the veterans are educated as to their
rights.

Colonel OWENS. I have talked about that with veterans and there
is a peculiar demobilization psychology surrounding these deobili-
zation centers. They are not there for over 48 hours, a lot of papers
are to be checked and they are anxious to get out and they don't hear.
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Senator MIIAlAiN. We understand it is required that they go
through a regular process and they have regular hours for it and
they receive lectures.

Colonel OWENs. Surely, they receive lectures but nevertheless they
do not hear. All they want is to get home.

Their minds are nt geared to that type of thing.
Here is what is actually happening. The separation centers are

geared to advise and they do advise with those who want individual
advisement and consulting service. And they have to attend the
talkls but still they don't hear.

And, in addition, they give them a little pamphlet on return to
civilian life, prepared in terms that are hard to interpret, and they
can't understand that.

In Cleveland we tried to simplify that and put out a little folder
that put it in language that we could all understand, and we try
to get that to all veterans who are returning to the community, an-
nouncing the services of the Cleveland public-school system.

Senator MILLIKIN. What method do you suggest for catching those
who won't listen?

Colonel OWEN-S. If you put in their hands a certificate of eligibility
that shows how much educational time they have coming to them;
that would be one thing.

Eventually the number of veterans who enter upon a course of
educational training will depend upon the law itself, and the re-
moval of the present restrictions, and secondly, it would depend upon
the dissemination of correct information in each community. Further,
how much agencies which are in contact with the veterans in a com-
munity encourage them to do something about their educ-ational rights,
and finally, how well the school system serves them as they attempt
to enroll in an educational program.

A suggestion from Congress will do much toward helping commu-
nities become aware of the problem. And I think the matter of
veterans' education is important enough for Congress to do such a
thing.

Senator MILLIKIN.. Haven't we done that when we put these benefit
provisions in the law, making it a part of the law of the land?

Colo(nel OWENS. I don't know, sir. Law 34( was passed with the
idea that there was a lot of free choice in it. There is too much free
choice. That is the reason I mentioned paragraph 10.

A man who is di harmed is a free agent, I hope. We don't want
regimentation. We have had a good deal of that.

What has happened under Public Law 16 is that when a man has
been declared pensionable, he is sent a notice as to how much his
pension will be, and with that is an application for him to apply for
vocational rehabilitation, and many of the veterans overlook that.

I suppose the Veterans' Administration could continue periodically
to remind veterans by mail of their rights and opportunities. I don't
know how you could go any further, sir.

Senator MILLIKIN. You have all the service organizations that are
hammering away at tho e things, you have the education for the
veteran at the time he is separated from the service and the publicity
that flows from the GI bill, and the GI bill as it may be amended,
and general community interest as reflected in your own activities.



AMEND SERVICEMEN'S READJUSTMENT ACT OF 1944

Colonel OWENS. Even in the suburbs around Cleveland they are not
equipped to do some of the things that we can offer in a larger city.

What educational and training opportunities are possible for vet-
erans in the section of MiLssissippi known as the Delta? They will
have 8 to 10 percent of their population back as veterans. What can
they do to offer opportunities for veterans ! Not much.

Senator JOHNSON. I notice the daily newspapers are carrying col-
umns every day on the privileges of discharged veterans and many of
the country papers that I read also carry columns.

Colonel OWENs. Now, you take the Opportunity School of Denver.
They are equipped to meet the needs of the veterans.

Suppose a community is small. Most of the men are from small
communities, and over 60 percent of the men in the Army are not high-
school graduates. What can a small community do to meet their
needs?

Senator MILLIKIN. I think you are suggesting that the community
be made over, as well as the soldier.

Colonel OWENS. Of course, I have for some time thought that civil-
ians needed readjustment as well as the veteran.

Senator JoHiisoN. That-would be a pretty good job for Congress,
wouldn't it?

Colonel OwEns. An expression from Congress carries more weight
than an expression from anyone else in the country, I believe.

Shall I go on with some other points, sir?
Senator JOiiNsoN. Go right ahead.
Colonel OWENS. I have mentioned three things that I thought were

outstanding in importance, and, coming back to title II of H. R. 3749
itself, beginning with part VIII, paragraph 1, which extends from
2 to 4 years the time in which the veteran may apply for his educa-
tional right. That is all to the oood of course.

A man must get established 9rst, and afterward if he may by eve-
ning schools or some other method continue to upgrade himself in a
new skill or the cultural fields, that is all to the good.

I believe you have already seen the illogical statement in the original
bill and in this one, about "25 years old or under, and there is no reason
to do more than to support what evidently has been decided upon. I
had intended to say that men over 25 years of age resent that very
much. They didn't determine their age when they went in.

A man 25 years of age when he went in had the chance of risking
as much as a man under 25.

Paragraph 4, page 15, having to do with the approval of institu-
tions. In many States the institutions are approved if they have a
license to do business. Many States do not have sufficient funds to
survey institutions which wish to become approved to offer GI educa-
tion, and still more States are among those who do not have funds
to continue to periodically survey those that they do approve.

I think as a matter of precaution to the veteran it might be a direct
financial saving to the Government if it provided relatively small
funds to State departments of education to investigate the institutions
which have been approved to give GI education.

In relation to paragraph 6, on page 10;, having to do with sub-
sistence, that part of S. 1176, section 2, with the increased subsistence
much more meets the needs as I have seen them. That has been pre-
sented to you before.
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And paragraph 7, having to do with the man who is eligible for
both education under 346 and for vocational rehabilitation. It says
he may choose either one he wishes. At present there seems to be
some confusion.

If a man chooses education under Public Law 346, he may not be
eligible for vocational rehabilitation even if he gets a pension, or, if
he g.ots a pension. whether it is later decided that constitutes a voca-
tional handicap which needs vocational rehabilitation to overcome.

I would add to that after "any person eligible for the benefits of this
part, who is also eligible for the benefits of part 7, may elect which
benefit he desires," or "may be provided on approved combination of
such courses."

I find many bright and alert veterans who are capable of profiting
by college education and they are eligible for vocational rehabilitation
but they have to go back and at their own expense go to a high school
and bring themselves up with a diploma and take subjects necessary to
get into the college which they are qualified to enter and which they
wish to enter.

The Veterans' Administration will take them then and if it decides
the man is college material will send him to college, under Puglic 16
as vocational rehabilitation, but a combination of the two laws, per-
mitting a man to get ready for the development of his best ability
would certainly be justifiable, I think, limiting the time, of course, as
it does in here.

Senator MmLrIN. Would you mind making that a little more
specific? Give me an assumed case.

Colonel OWENS. I have some actual cases. A veteran has received
notice from the Veterans' Administration that he is eligible for voca-
tional rehabilitation and under Public 16 he is required to go through
a testing and advisement service.

He goes to the institution which has the contract to do that advise-
ment. They find that that boy only went to the eighth grade, but his
I. Q. is 130 and he has science aptitudes, mathematical aptitudes,
English apitudes, and comprehension ability, and they say "You
should go to college, son."

But he is not ready to go to college. No college will take him until
he has more of a foundation and a high-school diploma.

If he had that, the Veterans' Administratin would send him to col-
lege under Public 16, but he has to go at his own expense and get the
subject fields he needs to enter college.

I have even had some bright boys coming in to me who never went
past the third or fourth grade, but they are smart enough to realize
that if they upgrade themselves their vocational rehabilitation pro-
gram will be a more desirable one and, in those cases, we try to work
out a program so it will be the least expensive for the individual.

Now. if he was permitted a combination so he could start under
Public Law 346 and get what he needs on which to enter the program
toward a vocational objective, it would help that veteran, but that
men. who might le a very effective citizen, might be lost.

Senator JOHNSON. Why can't he do that now?
Colonel OWENS. Because he has to choose one or the other. If he

takes one, he can't switch to the other one.
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Senator MILLIKIN. Let's assume a man went through three elermen-
tary grades. He has come back from the war and been subjected to
the tests you mention, which show he is a bright fellow with the
ability to do something with an education after he has absorbed it.
He has five more elementary grades to make and 4 years of high
school to make to get himself ready to go to college, and then he has
3 ov 4 years of college.

There you would be taking on a load of 12 years of education.
And then when he got through with that we would find he had an

aptitude for a profession, and he probably would have. That would
be another 4 years. And if he takes medicine, he would still have
2 years of internship afterward.

Don't you think there is some limit?
Colonel OWENS. At present the total amount of training that a

veteran who receives a pension and has a vocational handicap which
training will overcome is limited to his 4 years. If that type of chap
needs all this preparation to get ready to go to college, there must
be a limitation on it, of course.

We could attempt to get him into a program where it would not
point toward a high-school diploma. Get him along as far as he
can go, and he must go on and get his beginning some place.

'Ve have some of those fellows coming to us. We give them a series
of tests and move them up toward their high-school diploma as rapidly
as we can.

We give the Armed Forces Institute general educational develop-
ment tests and then we give two other tests, placement tests, and we
give the man credit for every ability shown on the tests, and we also
evaluate his military experience and give credit for that.

The case that Senator Millikin illustrated is an extreme, of course,
but if a man can after all these tests complete high school in 1 year,
he still has thirty-six calendar months under Public Law 16, because
under Public Law 16 he has 48 months, and if he can get ready to enter
college in twelve calendar months, he still does not lose anything.

Senator JOHNSON. That is what I meant. He can still take
advantage of both programs now.

Colonel OWENS. No. If he enters on one of them he cannot switch.
There have been different interpretations apparently from the Vet-

erans' Administration on that, but that is what we have been told to
tell the veterans now. But if you write a permission combination of
Public 346 and 16 in the law, he will be protected.

Senator JOHNSON. It seems to me that we ought to clarify that
point in the law if it is not clarified, so that the veteran could take
the course that is most generous.

Colonel OWENS. And a combination if necessary. If you say "com-
bination," the Veterans' Administration will work out a desirable
way of administering it, I know. I believe they would like to have
it clarified, too.

Senator JOHNSON. Of course, Public Law 16 only pertains to handi-
capped persons and certainly we ought to give them the benefit of
the doubt all the way.
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Colonel OwEN.,s. I hope that the number eligible for that is always
kept small. If it is large, it. means a lot of people have been hurt.
But there :re 12 to 14 million other people, and if an-apprecinrble
percentage out of that group, take advantage of this law, and certainly
Congres-s wanted them to be eneuraged to do something to make
up for the opportunities they lost in service, we will have anl educa-
tional program which will be'of real benefit.

Senator Joh:soN. Thank yotu, Colonel Owens.
The hearing is closed for the day, and we will start in tomorrow

morning at 10 o'clock.
(Whereupon, at 4:15 p. in., the subcommittee adjourned until 10

a. il., Friday, October 12, 1945.)
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FRIDAY, OCTOBER 12, 1945

UNITED STATES SENATE,

SUBCOMM17fEE ON VETERANS' LEGISLATION

OF TILE (_XMMI11ITTEE ON FINANCE,

JVWax4ngton, D. C.
The subcommittee met at 10 a. m., pursuant to adjournment, in

room 312, Senate Office Building, Senator Edwin C. Johnsdn (chair-
man of the subcommittee) presiding.

Present: Senators Johnson (chairman of the subcommittee), Con-
nally, George, Lucas, and Millikin.

Senator ,.V,-SoN. The subcommittee will be in order.
Mr. Dave E. Satterfield, Jr., is present. He represents the Life

Insurance Association of America.
You may proceed in your own way, Mr. Satterfield. Give your

name to the reporter.

STATEMENT OF DAVE E. SATTERFIELD, JR., LIFE INSURANCE
ASSOCIATION OF AMERICA

Mr. SATrERFIELD. I should like to present to the committee ,[r.
L. Douglas Meredith, of Montpelier, Vt.. vice president of the National
Life Insurance Co. and chairman of the committee on finance for that
company. I should like also to remind you that Mr. Meredith is a
former commissioner of insurance and banking for the State of Ver-
mont. I am Dave Satterfield, appearing for the Life Insurance Asso-
ciation of America. which represents 89 UTnited States and Canadian
companies, and approximately 86 percent of the total life insurance
outstanding in all United States legal reserve companies. Our 81
United States companies, as of December 31, 1944, had total assets of
$36,000,000,000, of which $5,750,000,000 consisted of mortgage loans.
These companies had available for long-term investment in 1944 five
and one-quarter billion dollars. It should be borne in mind that,
while the membership of the Life Insurance Association of America
consists of some eighty-odd companies, there are also 180 life companies
in the United States which are not members of the association.

Tllese insurance companies, as lending institutions, eligible under
the Servicemen's Readjuistment Act of 1944 to make loans to veterans,
are anxious to be of service to the returning veterans, and to take an

L H. R. 3749, S. 742, S. 866, S. 487, S. 781, S. 826, S. 850, S. 974, S. 1031. S. 1324, S.
738, S. 795, S. 1202, S. 291, and S. 1176.
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active part in thi; socially desirable program. They possess a trenien-
dotis accumulated lending experience, and their points of view should
be of real value in refining tie (11 loan program in order to make it
function more speedily and more advantageously forte veteran. The
life-insurance companies recognize that the volume of so-called GI
loans made to date. by all lenders, has been surprisingly small. Lack
,f appropriate leg islation in some States practically excludes large

companies from the (I loan field at the present time. The lack of
standardized appraisals has impaired the confidence of some lenders
and has greatly restricted the development of a secondary market for
the loans. Despite the efforts of the Veterans' Administration swiftly
to process the applications for guaranty, the many steps involved con-
sume a considerable period of time. It is our desire in appearing here
to contribute as much as possible to further development of the GI
loan plan in order to provide for loans which will afford as much pro-
tection as possible for the veterans and, at the same time, expedite the
making of these loans.

H. R. 3749, as we understand it, provides in substance for three
essential changes in the Servicemen's Readjustment Act of 1944, as
fol-ows: (1) Extends the time in which a veteran may enjoy the bene-
fits of the loan provisions of the act; (2) permits a lender to bind the
Veterans' Administration to a guaranty, without giving the Veterans'
Administration any opportunity to examine or appraise the property
securing the loan; (3) repeals section 505 of the act, which section
permits use of Federal Housing Administration loans under certain
circumstances.

I shall comment briefly on each of these proposed changes.
We are in accord with the principle of extending the period of time

within which a veteran shall exercise his loan privileges. Manifestly,
unle.-s there is some reasonable ti-me within which a veteran may apply
for a home loan, the result might be an injudicious purchase now on the
part of the veteran wanting to take advantage of the act, or discrimina-
tion against those younger veterans who may not now be in need of a
home. Certainly there would seem to be many objections to crowding
the purchases into a short period. It does not appear to us that there
is any objection to the periods stipulated in the bill. The question of
what the time limit should be is a matter of Government policy. Where
the Government becomes directly or contingently liable for some fu-
ture payment, it would appear that it should have the right and re-
sponsibility to exercise its judgment as to the appraisal which directly
or indirectly determines the amount of its liability. An inexperienced
or reckless lender, (,r one willing to take a chance in order to obtain
business or seemingly to aid a veteran, might easily engage a veteran
in a transaction harmful to him as well as costly to the Government.
Any recognition of current market prices as the basis of loans might
well aggravate any inflationary tendencies at work in the real-estate
market.

It is our judgment the Veterans' Administration should certify the
eligibility of the veteran for a GI loan, and that after certification, it
would be advantageous if the home loan program for the veterans were
transferred to the Federal Housing Administration. If this is done,
Congress should clearly define the standards to be observed by the Fed-
eral Housing Administration in the administering of this program
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unless it intends that the FHA shall apply the same rules which it
now does in administering its own loans. It should be remembered
that there is a responsibility for the protection of veterans, as well as
the Government, because the veterans undertake to repay the full
amount of the loan, an(] we presume it is antici pated that the full
amount will be repaid in most cases. They will, therefore, be in need
of sound advice, for it must be recognized that most of them will be
uninformed as to real-estate values. The Federal Housing Adminis-
tration has had experience in the making of home loans. It has an
organ zation of trained and dependable appraisers, and is in a position
soundly to direct the financial phases of this program in the interest of
the veteran primarily. It would appear that the plan will operate on
a more efficient basis, and more promptly, if this course is followed.
Furthermore, so far as life insurance companies are concerned, this
will require no State legislation in order to put these companies in a
position to serve the veteran, provided any new Federal legislation is
drafted so as to qualify under the existing State statutory authority.

Obviously, my comments to this point indicate our belief that instead
of abruptly repealing section 505, and thus eliminating the FHA from
the veterans' lending field, consideration might well be given to direct-
ing all of the GI home loans through FHA channels.

In any event, we believe protection to the lender for the full amount
of the GI loan should be provided. We advocate protection for the
entire amount of the loan in order to avoid a large number of complica-
tions likely to arise. If there is not full protection on the loan, then
the lender must determine for itself many of the same questions which
arise in connection with loans of which no portion is guaranteed. If
the Government is to protect only a portion of the loan, then the
lender, if a life-insurance company, must, under the law, and in protec-
tion of its policy-holders' interests, exercise due discretion with respect
to appraisal of the property, and must depend upon its own appraisal.
The Government on the other hand, in order to help the veteran, may
be willing to base its action upon an appraisal more liberal than that
which a private institutional lender properly could use. Thus, to ob-
tain uniformity of treatment of all GI borrowers, full protection
would seem to be in order. Furthermore, State laws, as they apply to
life-insurance companies, differ between States with respect to the per-
centage of value which such companies mav lend, and full protection.
if povided within the scope of existing FHA legislation, would also
obviate this difficulty.

Many of the country's life-insurance companies conduct their lend-
ing activities on a Nation-wide basis. Their loans are made, in some
instances, through salaried representatives operating branch offices,
and in other cases the loans are originated through local institutions
and are assigned to the insurance companies. When the latter occurs,
a secondary market is said to exist, and the greatest secondary market
for loans in history has developed in connection with FHA loans, be-
cause a lender in one corner of the country could buy a loan from an-
other corner of the country, with full confidence in ihe attributes and
characteristics of the loan. It is highly desirable that GI loans be of
such nature that they encourage the development of an efficient sec-
ondary market in order to facilitate the transfer of capital funds from
one section of the country to another. This can be most readily accom-
plished through full protection of GI loans.
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Member companies of the Life Insurance Association of America
desire to sve a GI loan program which will protect veterans, function
smoothly, and render available for veteran loans the funds entrusted
to life-insurance companies by 67,000,000 policyholders throughout the
country.

We subscribe to the philosophy of Mr. Baruch, who recently in a
letter to General Bradley (printed in the Congressional Record)
wrote as follows:

"With home loans, veterans are finding the law confusing in that
two different methods for home financing are embodied in the law,
each having certain advantages. The best in both plans should be
merged into a single arrangement which comes closest to meeting the
nee" of the veterans, with a flat 4-percent interest rate, payments
spread over equal monthly installments, sound appraisal, and mort-
gages fully guaranteed by the Government. The entire program
should be a ministered by the National Housing Administration.
This would relieve the veterans' agency of one of its many-enough jobs.

The scale of possible veteran home borrowing may be quite large
and should be unified with other housing programs."

Mr. Baruch, in using the term "National Housing Administration"
no doubt had in mind the Federal Housing Administration for the
reason that the FHA is the only division of that agency insuring loans.

I am not informed as to whether the committee plans to conclude its
consideration of the pending measure today. I know that its disposi-
tion will be to hear any and all responsible parties who desire to be
heard. Mr. Baruch's statement bears every earmark of his usual care-
ful and wise counsel. I hope the comittee will conclude that its hear-
injs are not complete until he has appeared before it.
senator JOHNSON. We have invited Mr. Baruch to appear before

this committee. He said that he stood on his letter to which you have
made reference already, and that he could neither add nor detract from
it.

Mr. SATTEmrFLD. I see.
Senator JOHNSON. That letter has been put in the record as an

expression of his views. I talked with him yesterday on the telephone
and he said that he still wishes to stand on his original letter.

Mr. SATTERFMIE. I see.
Senator JoHNsoN. So he may not appear. However, we have been

anxious to have him appear.
Mr. SATTERFIELD. I am sure that is true.
Senator JOHNSON. We have afforded him every opportunity of

appearing before the committee.
Mr. SAi-rFuFm'. I am sure of that, sir.
Some phases of the bill are enticing. It is pleasing to contemplate

swiftness. and avoidance of inconvenience for the veteran in making
a loan. H. R. 3749 is a gallant attempt by the House to accomplish
all of this, but that is not enough.

This is a time of trial for the Congress. I feel it keenly, perhaps
for the reason I served in the House until February of this year.
The people of the country and their representatives at Washington
must not fail the veteran. We serve him poorly, if by ill-conceived
plans, we set before him benefits easily acquired, but later revealed as
a delusion. There are some who will sell him anything, and par-
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ti,.llarly is this tri'e in the. field of real estate, if a ppraisal is riot
safegllarl(I when le enters tlhe market as a borrower of Iiiolrmy.

SenatorJO,NsON. We thank you. Mr. Satterfil-d. Does Mr. Meri-
dith have anything to add to what you have said ?

Senator MILLIKIN. I should like to ask Mr. Meridith a question.

STATEMENT OF L. DOUGLAS MERIDITH, VICE PRESIDENT OF THE
NATIONAL LIFE INSURANCE CO. OF VERMONT

Senator MIIILIKIN. Do you have any estimate as to the difference
in cost to the Governmenit under a full guaranty of loans as distin-
guished from the present arrangement?

Mr. MERIDITII. No, sir; I do not-have that information. I have
not made such an estimate. I think it would be exceedingly difficult
to do so because it would depend entirely on how the program is ad-
ministered. In other words, if a very extremely liberal policy is
adopted, the losses might run very high. If. on the other hand, a
policy of prudence were adopted, the losses would be kept at a mini-
mum and at the same time the veterans would be helped.

Senator "MILLIKIN. Of course, contingent liabilities would expand
enormously under such an arrangement.

Mr. MERrDITII. That is true. On the other hand. the experience of
the FHA demonstrates abundantly that if a man buys a house, and
his monthly payments are gaged so that his monthly payment on the
loan is about equal to the rent which he would have to pay in order
to take care of his family, the experience to date with regard to an
arrangement of that nature is excellent. The company with which
I am associated has made about 30,0oo FHA loans to date, and it has
been obliged to complete foreclosure on only 52 or 53.

Senator MILIAKIN. That is all I desire to ask.
Senator JOHNSON. Are there any other questions?
Thank you very much, Mr. Meridith.

STATEMENT OF MEYER BERNSTEIN, ASSISTANT TO CLAYTON S.
GOLSTEIN, CHAIRMAN OF THE CIO VETERANS' COMMITTEE

Senator JOiiNSON. You may state your name to the reporter. and
whom you represent.

Mr. BERNSTEIN. I am Meyer Bernstein, assistant to Mr. Clayton S.
Goldstein, chairman of the ('10 Veterans' Committee.

We represent about a million and a half members discharged from
the armed services.

Senator LucAs. Allow me to ask you a question. You say that you
represent 11/ million members recently discharged from the armed
forces?

Mr. BFRiNSTEIN. Or about to be discharged.
Senator LUCAS. I should like to know how you represent them.
Mr. BERNSTEIN. Each of our affiliated (10 unions have rosters of

their members who have gone into the service. When a man leaves
his plant to join the service, he gets what we call ain exoneration.
That is, he remains a member of the union. He pays no dues while
he is in the service, and he is listed at the local union and his, name
is sent to national headquarters.

77877-45-21
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Senator LUcAs. I understand all that, but the point I am making
is tis: How can you represent a million and a half members and rep-
resent their viewpoints in the treatise you are now about to give?

Mr. BERNSTEIN. I will explain the extentto which we represent
them aid their ideas as I proceed with my statement.

Senator Luc.*s. I merely wish to say that we receive telegrams
from this organization and thpt organization stating that it repre-
sents a million and a half people, or 30,000 people and so forth. It
just seems to me-and I am not saying this out of any unkindness-
that you just cannot represent the viewpoints of a million and a half
men in any statement which you may be prepared to make. How-
ever, that would not influence me at all with regard to your position.
When you state that you represent a million and a half men who
have been discharged, including men who have not been discharged,
many of them may disagree with ,our point of view. Go ahead.

Mr. BFRNSTmiN. My point in raising the question is that we are con-
cerned with the welfare of those one and one-half million men, and
I believe I will be able to explain it more fully as I proceed.

Senator LucAs. Well, you cannot testify with regard to each indi-
vidual viewpoint that may be entertained by those men.

Ur. BERNSTEi. No, sir; that is correct.
In representing the CIO, and in testifying on behalf of our 11/2

million members in or recently released from the armed forces, I
should like to offer for the consideration of the subcommittee the fol-
lowing comments and suggestions on portions of H. R. 3749, the
Servicemen's Readjustment Act of 1945.

First let me say that these gallant young men who left their jobs
to defend their country have retained their membership in their labor
unions. CIO affiliates have waived dues and reinstatement fees for
servicemen card holders. We have been in constant touch with them,
and have insisted that our collective-bargaining contracts include pro-
visions for their benefit in addition to those guaranties established
by law. The succeeding paragraphs are a synthesis of their ideas on
the original GI bill of rights and the proposed amendments, as ex-
pressed in letters, conversations, and meetings with various of our
veteran groups.

Section 104. Prosthetic appliances. First full paragraph on page
5 should be amended to include the following sentence to begin on
line 10:

Such prosthetic appliances shall be the best generally available, without refer-
ence to price; and repairs, refittings, and replacements shall be made as necessary
on the same basis as the original issue.

The present price-limitation policy on artificial limbs has made it
impossible for the Veterans' Administration to provide the best or
even a good prosthetic. If the average price of the most useful and
desirable device is twice that now allowed by the Veterans' Adminis-
tration, the total additional cost to furnish one and a spare to each
disabled veteran will be less than the money cost of fighting the war
for 1 or 2 hours. Surely these, next to our dead, have made the greatest
sacrifices, and they are entitled to the unlimited gratitude of the
Nation.

Section 301. Disqualification from rights by reason of discharge by
general court martial. The present bill makes no Rrovision for an
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al)peal of a discharge, ordered by a general court martial. A service-
,man so discharged loses all benefits of the act, without reoirse. In
inany instances this may be unfair. Military jijstic(- at any time bas
many deficiencies, but during hostilities there is often insufficient lei-
sure for full and impartial consideration of the evidence. Because of
the exigencies of battle conditions much may not be available. Then,
too, tempers are hotter and impatience greater. Petty faults may be
magnified into crimes; and offenses which under tapl)ier 'ircuistances
might be expiated by extra duty, under the strain of combat fre-
quently result in a general court martial. I have seen the very same
misdeed punished in one instance by a alemotion or "bust," and in
another by a sentence of several years in the stockade on Guadalcanal
and a dishonorable discharge.

Senator MILLIKIN. We have the same situation in connection with
the administration of civilian law. A man will be sentenced for 1 year
for a crime which is precisely the same as one which another man com-
mitted but who has received a sentence for 10 years.

Mr. BERNSTEIN. The contrast in the military law, however, is much
greater.

Senator MILLIKIN. Perhaps so.
Mr. BERNSTEIN. However, as I was saying, I have seen the same

misdeeds punished by sentences of varying degree, as, for example, by
a demotion or "bust" in one instance, and in another by a sentence of
several years in the stockade on Guadalcanal and a dishonorable dis-
charge.

The first has since earned back his rank; the second I never heard
of again. Presumably he is still on the islands. The one was no more
or less guilty than the other. We who have served throughout the
war have come to accept this sort of thing; we even have an inelegant
name for it. We coulch't and didn't protest because the important
thing was to win the fight quickly. Now we think an erroneous judg-
n,,nt ought not to dog an unfortunate GI the rest of his life. We

propose, therefore, that this section be amended to provide for five-
nian Army and Navy boards to review cases of discharge by general
court martial, with power to set aside the conviction if the facts so
warrant; and further that such boards of review shall each include
two civilian members of the bar, preferably judges of our circuit
courts of appeal. The War Department has almounced the creation
of special clemency boards to review all cases of prisoners who have
not yet completed their sentence. This is an excellent move, but it
should be strengthened in the manner suggested above. Now that the
war is over, commutation of sentences is certainly in order. We are
here concerned with miscarried justice. And those who have already
been discharged dishonorably deserve the. same review.

Senator LUCAS. Perhaps you are familiar with what the President
has done in setting up a Board of Review, headed by Judge Minton,
the object and purpose of which I believe is to accomplish what you
have in mind.

Mr. BERNSTEIN. As I understand it, sir, that is only for persons
who are now serving their sentences, and the object is one of commuta-
tion.

Senator LUCAS. Yes: but that will probably take care of men in at
least one of the situations to which you have been referring.
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Mr. IF.RN E IN. That is only one exaniple of which I know. There
ar many other nien who deserve the same consideration.

Senator l'-c.s. (lo ahead.
Mr. BERNSTEIN. Section 400. Education of Veterans: The real

weakness in the educational legislation comes in the below-col-
lege level. I am informed that only about three or four American
cities have adequate programs for the returning veteran who wishes
to go back to the grades or high school. The reason for this deplorable
condition are present legislation does not provide appropriations
which make possible the calling together with the States those re-
sponsible for working out a program. This condition particularly
affects the poorer States. On the other hand, there are wpalthy States,
such as Illinois, New York, Pennsylvania, which actually have edu-
cational surplus-es.

It seemed to me that this whole problem of educating the returning
veteran, particularly on the grade- and high-school level, will not be
met until we develop an educational program like the one in the
Denver Continuation School. There the facilities of the school are
made available practically day and night, with teachers who work for
the educational adult program and help those who wish to begin with
fundamentals. In other words, the school is the community center.
There are constant technological developments and so the problem of
the returning veteran who gets a job in industry today is not only one
of relearning the job to which he returns, but of keeping up with
changes. That is why I think there should be created immediately
within the States and the cities educational commissions representing
the professional educators, labor, and the public, to make plans for the
utilization of the vocational schools the clock around, if necessary.
We did it as we needed technically trained men when the war began.
We allocated funds for the Office of Education, we kept our technical
and vocational schools open, and we trained the men to produce for
war. Now why can't we do the same thing in peacetime? Why can't
big schools like the South Shore Vocational School in Chicago and the
Dayton Technical Vocational School and the Timkin School in Can-
ton, Ohio, be kept open? One answer is aid from the Federal Govern-
ment in the interest of veterans' vocational rehabilitation.

Section 4 of Veterans Regulation No. 1, part VIII, page 14, in
H. R. 3749, should be amended to provide that in addition to being
approved and certified by an appropriate State agency, an appren-
ticeship plan to qualify under the act must meet the standards set
by the Federal Committee on Apprenticeship. This will guarantee
national recognition for training received in any State. Also it will
prevent veterans from being hoodwinked by unscrupulous employers,
whose objective it will be not to train the veteran but rather to ex-
ploit him to his loss of time and at Federal expense. If nationally
approved minimum standards of training are established for veterans,
then each GI can have an assurance that his time shall not have been
wasted. He will really learn a trade, and will really be able to use it.
And. on the contrary, if there are no such standards, the ex-serviceman
may spend several years at work which offers no training for advance-
ment. And when his subsistence allowance expires he will find him-
self expert on a low-paying job and qualified for nothing better, as
was the experience of so many veterans after the last war.
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The 25-year-age limit for automatic eligibility should be eliminated.
All servicemen sllioild be deemed to have had their e ducation (,r train-
ingy impeded, delayed, interrupted, or interfered with. We all have
to tinleak'n n iich and relearn a great deal nore. It is astonisbing
how much one can forget in 4 years. Some of us. because of t he nature
of our employment, can pick up where we left off, and gather together
the loose ends as we go along. Others will need more formal training.
Many will desire to change their occupations. They are now dissatis-
fied with what they did before the war. The Army or Navy has
taught them that they had new and hidden capabilities. But they
need more training to direct it into civilian lines. Shall the man
who enlisted at 26, or even 36, be denied the benefits of this act., while
his younger buddy enjoys them? I was 27 when I joined the Army;
I am in my thirty-second year now. If I did not have a job and
considerate employers to return to. I should like few things better
than to go back to school. And scores of my Army friends feel the
same way.

You know the older soldier has taken more than his share of the
gaff in this war. He was drafted while he was just getting out of the
initial stages of self-support. -He grew up in a period of economic
reverses, and perhaps had to cut his training short though he in-
tended to make it up some day. Once in uniform he found the going
tough, and in many instances had to remain behind in the States doing
menial jobs, while the remainder of his outfit went overseas. or he
was put in a noncombat branch of the service. He was not employed
to his full capacity while he was in, and he couldn't get out, even
though the Selective Service had long since stopped drafting men of
his age. Those over 35 are only now beginning to receive their dis-
charges. Many of these were called up in the early days of the war,
and their tours of duty probably have been longer than most GI's.
The least we can do for them is to give them the same opportunities
as their younger comrades.

The subsistence allowance should be increased; $ 6! a month for a
veteran without and $85 for one with dependents are not enough.
Most veterans will have to start from scratch. Their mustering-out
pay will scarcely last beyo ,d new clothes and a short vacation. Ex-
cept for what part-time job they may be able to find, they will have
to live on the money allowed. The sums proposed are considerably
less than most boys received as soldier, ,,r sailors, and they will now
have to meet expenses they never had to pay as servicemen. The
Government ought to provide for its favorite sons and daughters at
least the standard budgeting maintenance suggested by our institu-
tions of learning. A more reasonable allowance would be $90 for the
veteran, and $25 for each dependent, up to a maximum of three. In
the case of disabled veterans, the minimum should be $115.

Sections 500-502 should be amended to conform with the recom-
mendations made by Mr. Bernard Baruch in his report to Veterans'
Administrator Gen. Omar Bradley. I will not quote from his letter
because it has already been referred to this morning.

The question of the quality of the housing that the veteran would
get for his money is definitely involved also. No standards are
prescribed in the GI bill either by the law or regulation, and the
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revailing opinion seems to be that Congress, in failing to lay them
own, intended that any type of house would do. This may mean to

the veteran, of course, high upkeep costs, speedy obsolescence, and
speedier foreclosure. This in turn will mean that we are letting our-
solves in for the possibility of a pretty shabby-looking America, and
the tragedy is that this time it is to be at the veterans expense. The
postwar period presents us with tlie greatest opportunity for the re-
development of our cities. With no planing, however, and no stand-
ards for the houses to be built, we are simply holding the housing
clock back.

If the homes are well built and part of a soundly planned neigh-
borhood, they will be a safer investment in the long run. If inter-
est rates are cut, amortization period extended, and building geared
to the availability of material, buildings costs, and civilian demand,
annual charges will be considerably lower. Amortization for a good
house could then be extended to 32 years instead of 20.

Senator MILLIKIN. If an ex-serviceman wanted to live in a neigh-
borhood which was not soundly balanced. would you deny him the
opportunity of doing so?

Mr. BERwsTEIN. NO, sir: I would not. I would suggest, however,
that the Federal Housing Administration point out to the man the
deficiencies of the neighborhood.

Senator MTLLIKIN. I believe that you recognize there should be no
control of the veteran.

Mr. BERNSTEIN. Noz not complete control. There should be some
supervision, however, which I will discuss later.

Another necessary safeguard is a Government-operated appraisal
system. GI's do not like supervision, but sometimes it serves a well-
recognized purpose. For example, when a restaurant or bar is placed
"off limits" to'all military personnel, there is generally a good rea-
son for this infringement of our liberties. It may be unsanitary, or
the prices too high, or it may be a "clip joint." At any event we steer
clear. We'd have the same confidence in a Housing Administration
independent appraisal of property. After all, most of us have been
out of touch with things too long. I lived for 2 years in tents or
thatched huts in the jungle. I am certainly not qualified now to
judge whether I am getting my money's worth out -of a home. I
want some help I can trust.

The need for adequate housing is something every GI understands.
All of us do not desire to go back to school or to open a small busi-
ness. But we all must have a place to live. And, frankly, gentle-
men, we are, for the most part, not satisfied with the prospects. Those
of us who were fortunate enough to see some of the housing develop-
ments abroad are at a loss to explain our own inadequacies in Amer-
ica. My own outfit-the Seventieth Bombardment Squadron-was
billeted in private homes in Australia in early 1942. And my buddies
still talk with amazement at how, with so low an income level, the
Australians could afford so excellent a home. The same is reported
by my lucky comrades who visited New Zealand. We can and should
do better here, and the veteran should be the first to benefit from a
comprehensive American housing program.

We believe that loans for business should also be made directly by
the Government to the veteran. If the Federal Government can ad-
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vance money for the construction of plants for big business, it can
surely do the sam(e for its fighting men. Loans for small bisirss
are (IifliciIt to obtain. Many. if not most, of the veterans who ie'-
sire to open their own businesses will Ie(' pitting to use the nw skills
and aptitudes they developed or discovered in the service. The armed
forces have spent vast sums for this training; it will require only a
small portion of this amount to protect, as it were, the original invest-
ment. In peace we do not demobilize ;ill our weapons for war. Nor
should we permit all our skills to deteriorate.

Finally, the dead-line date for application should be extended to 10
years after discharge for all servicemen; and some such arrangement
as the variable payment plan under the Bankhead-Jones farm-ten-
ancy law ought to be employed to decrease foreclosures.

Section 601. Veterans' Employment Representative: In the list of
his duties the bill now provides that he shall-
maintain contact with employers and veterans' organizations with a view to

keeping employers advised of veterans available for employment and vftPraris
advised of opportunities for employment.

This should be amended to include labor organizations. Most
unions have veterans' bureaus or departments. and they will be in a
position to offer considerable assistance to the veterans' employment
representative. Some sort of informal cooperation will necessarily
develop anyway, and it will be better for all concerned to trengthen
it by law. The veterans' employment representative ought also to
maintain contact with the community veterans' centers, when such
exist.

S-2ction 900. Unemployment Compensation: The weekly allowance
should be raised from $20 to $25, with $5 additional for each dependent
to a maximum of three. I have already discussed the argument for
increased educational subsistence benefits, and the same reasoning
applies here. Furthermore, the ex-GI ought to be entitled to at least
the highest rate permitted by any State to civilian employees. Other-
wise we might find carried over to the postwar period a form of seem-
ing discrimination, or should I say unfortunate contrast? What I
have in mind is something like this: Civilian skilled workers are
frequently employed side by side with soldiers at air bases and other
military installations in the United States. In many instances the
civilian receives a good deal more pay than his partner in uniform.
even if such benefits as free clothing and shelter are considered. Sup-
pose in demobilization the soldier and the civilian are discharged
at the same time and, suppose further, that neither can find a job.
It would be unfair for the veteran to draw less unemployment com-
lpensation than the civilian. The former servicemen's allowance ought
to be increased.

Mr. Chairman, it is less than 5 weeks since I got out of uniform,
and I find myself still acting and thinking more like a GI than a
civilian. And I should like to close by pointing out that though
this legislation is desirable, it is by no means a bill of rights. Cer-
tainly many of us need to be rehabilitated, some require training or
education, others hospital care or a loan. But what we all want is a
fair share in a prosperous America. We have come back from the
wars with a pretty high confidence in these United States. We feel
there is practically nothing this country cannot do if it puts its mind
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and brawn to it. Don't let us get disillusioned as our fathers were
after the last war. Yes; pass special legislation to repay the veteran
for his special sacrifice; but do not forget his greatest self-respect
comes from self-support. The best thing the Congress can do for the
veteran in the aggregate is to formulate a comprehensive program for
the country as a whole. And if this is done most of the problems of
the veteran will disappear.

Senator JOHNSON. Are there any questions? Senator George, do
you wish to ask any questions?

Senator GEORGE. No; I have no questions.
Senator JoH.NsoN. Senator Connally?
Senator CONNALLY. No.
Senator JoHNSON.. Senator Millikin?
Senator MILLIKIN. No.
Senator JoH.-soN. If there are no further questions to be asked,

that will be all, Mr. Bernstein. We thank you very much.
Is Mr. Tom Neill in the room?
Mr. NEILL. I am Tom Neill, and I am present.

STATEMENT OF TOM NEILL, DIRECTOR OF VETERANS' ACTIVITIES
FOR THE UNITED ELECTRICAL, RADIO, AND MACHINE WORKERS
OF AMERICA, CIO

Senator JOHNSON. You may state your name and state with whom
you are associated, or whom you represent.

Mr. NEILL. AINy name is Tom Neill. I am director of veterans'
activities for the United Electrical, Radio and Machine Workers of
America, CIO.

Senator JOHNSO.N. You may proceed and make your statement, Mr.
Neill.

Mr. NEILL. It, is not only because the United Electrical, Radio and
Machine Workers of America, CIO. has 200 000 of its members in
service and has lost on the battlefield some 3,500 more that our union
ha- a most keen interest in the welfare of servicemen and veterans.

The UE-CIO understands that the welfare of our Nation will be
safemuarded to the degree to which we guarantee jobs and security
for veterans, worker., and farmers alike.

Otir union contributed to the campaia!n for the passage of the GI
bill of rights. We believe thlat this legislation is an important step
tow'trd recognizing the need for aiding the veteran in his special
prolleins and in helping him to establish himself again as a civilian.

However. the fact that only a small percentage of veterans have to
date taken advantage of the provisions of the GI bill shows that tme
bill is greatly in need of strengthening. Our union, in common with
the CIO as a wlle, h~as certain suggestions to make for the strengthen-

ing of the bill which will make it more meaningful for the average
veteran.

It is important to note that, in the opinion of our union, improving
the GI bill of rights, while an urgent necessity, is not considered the
solution of all problems of the servicemen and veterans. We know
that the solution of jobs for all people lies in the passage of such
legislation as the full employment bill. We know that making decent
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wages available for the veterans hinges largely upon passage of such
legislation as the Pepper bill to provide 65 cents per hour minimum
wage. We know that the defeat of all legislation to weaken the labor
movement now engaged in fighting to raise standards of living for
veteran and civilian workers alike is essential.

The added benefits under the GI bill of rights which we propose are
necessary to give the veteran the assistance he richly deserves in
establishing himself in his rightful place in his community and in
the Nation.

The changes will, to a great extent, help maintain our standard of
living; they will help maintain our level of education; they will
help restore the veteran to full health and protect the health of all
veterans.

It is for these reasons that the UE-CIO urges the adoption of the
following changes in the GI bill of rights.

Let us first consider title II. The educational provisions of the bill
should be amended to provide for-

(a) Allowances of $90 per month for single veterans, with $25 addi-
tional for each dependent.

(b) Removal of the 25-year age limit for automatic qualification for
educational benefits. The veteran of any age should be entitled to
education, whether or not his education was interrupted by service

(c) Provisions for full tuition payment for short-term courses
should be made.

(d) Veterans qualified to take professional or pre-professional
training should be entitled to the full 7 years of study needed for
most professions.

(e) Funds should be appropriated to provide adiilt education, since
the veterans who have not finished elementary or high school cannot
be properly served by the public schools. The States would be able
to provide special adult courses with these funds.

V'ndler title II we feel that a veterans' fair practices committee
.should be established to safeguard the veteran against discrimina-
tion by any schools which discriminate against citizens because of
race, color, or creed. Measures should be taken to deny to these
schools funds from the Federal Government because of theiT practice
of discrimination.

The time limit for application for all benefits under the GI bill of
rights should be extended to 10 years after the discharge of the
serviceman.

Under title III, the loan section, we feel that to remove all safe-
guards will be to make the veteran a victim of inflated values and
sharp practices. We feel that the main problem with regard to the
question of obtaining loans for homes is not that of securing the
loans, but finding a properly evaluated property, and for that rea-
son funds should be appropriated under the bill for emergency hous-
inu for veterans. It should be housing which would be purchased by
the veteran under the terms of the bill.

Senator MILLIKIN. By the term "emergency housing" do you mean
a house of an emergent nature?

Mr. NEILL. No; I mean that it is an emergency in that properly con-
structed houses should be built as soon as possible by the Federal
Government.
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Under title V of the bill, the readjustment allowances provided
should be increased to $25) per week, with $5 per week additional for
each dependent.

Section 1,505 should be deleted from the bill. This section acts as
a deterrent upon veteran's taking advantage of other provisions of
the bill. Readjustment allowances in particular should not be de-
diuted from any future compensation.

Mr. Chairman, we feel that one of the most important, problems
facing the veteran is the maintenance of his health for a period im-
mediately following his discharge. At the present time out-patient
treatment for non-service-connected disabilities is not provided for
by the Veterans' Administration. If a veteran has a disability not
incurred in service, the only way by which he can secure treatment
for his disability is to enter a Veterans' administration facility. Be-
cause of this, we feel that free medical care should be provided for
all veterans for a period of 5 years after discharge. At the present
time there are a limited number of presumptive disabilities, that is,
disabilities which may appear within a period of 1 year after dis-
charge. and for such disability a veteran may receive credit for a
service-incurred disability. Such disabilities as decaying teeth, and
many other minor ailments which-could be considered as a direct re-
sult of many months of dietary deficiency occurring in the Army, as
well as many months of livincr at the front on K rations or C rations,
result after discharge in many disabilities for which the veteran may
not receive treatment from the Veterans' Administration unless he
enters the hospital as a pauper patient.

Senator LucAs. What would you have the veteran do? Would
you have him merely go to any doctor than he happened to want to
go to?

Mr. NEILL. We advocate that free medical care be provided by
city hospitals and clinics in city hospitals, so that there will be con-
trol over the medical treatment which the veteran receives.

Senator Lt-U.s. Suppose there is no city hospital. I live in a small
town of approximately 4,000 people, and we do not have any hospital.
The nearest hospital is perhaps 25 miles away. What would you do
for a man with the aches and pains about which you talk if lie were
in such a community as the one to which I have referred?

Mr. NEILL. In cases of that nature the Veterans' Administration
should make contracts with local physicians.

Let me cite my own experience. I was discharged for a disability.
Since then I have incurred expenses exceeding $100 for medical care
in connection with disabilities that were not service-incurred. In
many cases involving out-patient treatment for service-incurred dis-
abilities, a greater loss of time on the job would be incurred in order
to go to the facilities provided by the Veterans' Administration than
to go to a physician of the veteran's own selection. This, fortunately,
is being corrected by the Veterans' Administration by constructing
facilities in the former congested areas close to the large cities.

Senator CONNALLY. Did you leave the service on a physical dis-
charge :

Mr. NEILL. Yes.
Senator CONNALLY. Was the disability service-connected or non-

service-connected?
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Mr. NEILL. It was service-connected, but I may receive only out-
patient treatment for the service-incurred disability, arid no other dis-
ai lity. Because of those facts-, wo- feel that the veerans should re-
ceive 5 years of medical care after being discharged. We feel that
this change would result in a saving to the Goveinment of a great
deal of money by making it possible for veterans to avoid becoming
patients in the Veterans' Administration facilities immediately after
discharge, and it would reduce the load of the Veterans' Administra-
tion facilities in years to come by enabling the veteran completely to
restore his health immediately after discharge.

Senator CONNALLY. You would be eligible for compensation, would
you not, if you were discharged because of a physical disability, serv-
ice-connected?

Mr. NEILL. Yes; I receive compensation.
Senator CONNALLY. How much?
Mr. NEILL. I receive 80 percent.
Senator CONNALLY. You receive 30 percent of what?
Mr. NEILL.. I receive 30 percent of the total of $115.
Senator CONNALLY. How mUch (lQ you draw each month?
Mr. NEILL. I was an officer, and because of having a 30 percent dis-

ability I receive retirement pay.
Senator CONNALLY. And that is how much?
Mr. NEILL. It is $125 a month.
Mr. Chairman, and members of the committee, the UE-CIO feels

that the passage of these amendments would fulfill the promises that
were made in the bill, and would make it an instrument of tremendous
value to the veterans and to the country.

Senator JOI NSON. Are there any questions?
No one seems to want to ask any questions, Mr. Neil]. We thank

you very much.
Is Mr. Floyd, of the Veterans' Administration, here?
Is Mr. E. J. McHale present?

STATEMENT -OF EDWARD J. McHALE, EXECUTIVE SECRETARY OF
THE AMERICAN VETERANS COMMITTEE

Senator JOHNSON. You may proceed. Mr. McHale.
Mr. MCHALE. My name is Edward J. McHale. I am executive

secretary of the American Veterans Committee, which is a group of
veterans of the second war.

I do not have a prepared statement in its entirety, and I hope to
make up for it by being brief.

First of all, I may say that the educational provisions of the bill
have been discussed quite fully during the course of the hearings.

Senator CONNALLY. When was your organization formed?
Mr. MCHALE. Approximately a year and a half ago, sir.
Senator CONN.\LY. How many members do you have?
Mr. M:HAXLE. As of 3: 30 o'clock Tuesday afternoon we had 6,587

members.
Senator LUCAS. Where are your headquarters?
Mr. McHAiE. New York, sir. We have 30 chapters throughout

the country, and several service chapters. The Army has relaxed its
regulations and has permitted the formation of service groups. We
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have chapters organized in Tinian, Guam, Manila, Oahu, and one
is recently forming in Tokyo.

Senator Luc.ks. Are you incorporated?
Mr. MCHALE. Yes; in the State of New York.
Senator Luc.ks. What are the objects and purposes of tfie organiza-

fion ?
Mr. W'HALE.. I have a statement which has been prepared by the

committee, which sets forth its objects and purposes.
Senator Luc-.s. Will Vou make it a part of the record?
Mr. MCHmLE. I will "he glad to do so. Shall I read it into the

record ?
Senator LuCAS. No; you may just put it in the record.
Mr. MACHALE. Thank you, sir.
(The statement of the American Veterans Committee is as follows:)

AMEICAN VETERANS CoMMIrrE,-A NEW ORGANIZATION FOR THE IFAq AND WOMEN

OF Tius WAR

Executive offices, 554 Madison Ave., New York 22, N. Y.

If you are in the Army, the Navy, the Marine Corps, the Coast Guard, the
merchant marine * * * man or woman in any of these services * *
private or admiral * * * or veteran * * *

This message and invitation are for you * * * now
What kind of world are you going to find after this war is won? Last time,

it wasn't long before veterans were-
selling apples on the streets * * *
standing in line to get fed in soup kitchens * * *
begging for any kind of underpaid, dirty job * * *

And last time, the world waited only 13 years (the Jap invasion of Man-
churia) before starting this business of war all over again.

We can see to it that the same thing doesn't happen again
GI's, sailors, chiefs, tec. 5's, colonels, and commanders too, are getting to-

gether now in a new democratic veterans organization, for veterans of this
war. They're working together for-

1. Real peace-through international cooperation with teeth in it.
2. Jobs-decent, well-paid, for every American.
3. Security-for all, against the need for soup kitchens and apple-selling.
4. A strong voice in the future of our country.

There is no person, group, or interest behind the American Veterans Com-
mittee except servicemen and veterans themselves. AVO is nonpartisan, work-
ing both for the veterans and the general good * * * because what's good
for the country and a majority of its citizens is good for the veteran.

GI'S BEGAN AVC, BACK AVC, RUN AVC

Began it: In January 1943 a corporal in the AAF and a group of his friends
in service bpan exchanging ideas on how to provide the peace, jobs, and free-
dom their 'comrades were earning on the battlefields. Before the corporal
and his friends were shipped, they decided that to get this pe:ice. these jobs,
and this freedom, veterans would have to organize and work t,,-ether after the
war was won. So the American Veterans Clommittee was born, and the job
of running it fell to sone fighting men who wvere home for good, after leaving
pieces of themselves, in north Africa or the South Pacilic.

Back it: AVC grew fast. Each time there was a news story about It In
civilian or military papers, inquiries poured in. A temporary headquarters
was set up in New York, th,. staff wa, expanded, and a planning committee (of
veterans was formed. Local chapters of veterans were formed at key spots
across the country. A news letter was written and sent out twice a month to
the full membership--now well up in the thousands.
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Run It: Through Its news letter, tile Bulletin, the planning committee keeps in
constant touch with AVC members in service overseas, as well as with veterans
and servicemen at home. Their letters, articles, and opini(,ns are published
fully. It is they who govern and control AVC's policies. The comparative
handful of veterans at home have set the machinery in motion, represent the
members now, but AVC is primarily the serviceman's, to take over and use
when he comes back.

This is what we want:
The American Veterans' Committee to achieve a more democratic and pros-

perous America and a more stable world.

STATEMENT OF INTENTIONS

We look forward to becoming civilians, making a decent living, raising a fam-
ily, and living in freedom from the threat of another war. But that was what
most Americans wanted from the last war. They found that military victory
does not automatically bring peace, jobs, or freedom. To guarantee our inter-
ests, which are those of our country, we must work for what we want.

Therefore we are associating ourselves with American men and women, regard-
less of race, creed, or color, who are serving with or have been honorably dis-
charged from our armed forces, merchant marine, or allied forces. When we
nre demobilized it will be up to all of us to decide what action can best further
our aims.

These will include:
Adequate financial, medical, vocational, and educational assistance for every

veteran.
A job for every veteran, under a system of private enterprise in which business,

labor, agricultume, and Government work together to provide full employment
and full production for the Nation.

Thorough s,,cial and economic security.
Free speech, press, worship, assembly, and ballot.
Disarmament of Germany and Japan and the elimination of the power of their

militarist classes.
Active participation of the United States in the OUniited Nations Organization

to stop any threat of agg-re.sion and to promote social and economic measures
which will remove the cause-s of war.

Establishment of an international veterans' council for the furtherance of
NN (rld peace and justice among the peoples of all nations.

This is what wc are doing:
The AVC publishes a bulletin which is issued twice a month and sent free to all

members.
The Bulletin's purpose is to keep AVC members, especially those overseas,

properly informed on those events which w\'ill affect them personally in the
postwar world. The Bulletin also carries a progress report on AVC; and a
letters section which serves as a forum for the members.

Local chapters (of AV(' have been formed in New York, Jersey City, Washington,
Cleveland, Chi'ago, and Ltos Angeles; others are being formed now. For the
duration AVC's planning committee is Issuiing public statements and taking
political or social action relating to matters of national concern, after referral
to all the members through the Bulletin; the chapters have complete autonomy
with respect to city, county, (or State matters. All such activities must follow
the general principles laid down in the statement of intentions.
AVC is getting increasingly wider recognition as a spokesman for the fighting

men of this war-en who until miw have had no such spokesman. Members of
the planning committee are speaking at public meetings and on the air, cooperat-
ing with other agencies and organizations concerned abont tihe future of America
and its veterans, telling Congressmen what AV("s members need and what they
want. AVG is nmo setting up a legislative research office in Washington and
an information center to advise returning members on Jobs, education, and claims.

At AVC's post-demobilization convention, the present planning committee will
pass out of existence and the members will decide democratically on officers and
on specific means (if achieving our aims.

Is a new organization for the veterans of this war a good and needed thing?



328 AMEND SERVICEMEN'S READJUSTMENT ACT OF 1944

Read what our tfetnber8 8ay:
* * * We need a new organization because we have new problems. If we

go into the old organization there'd be continual quarreling between our genera-
tion anl our fathers' generation, and we'd always remember that the old organi-
zations. despite their success with the bonus, didn't do much about peace, jobs,
and freedom-which are a hell of a lot more important.-Sgt. BILL CALDWELL, AAF.

* * * I am, of course, interested in any movement which is democratic and

progressive. I have thought a good deal about a veterans organization that
would be truly democratic and progressive. * * * I am glad that you and
others there have taken the bull by 1 he horns and started things moving in the
right direction.-(ol. EVANS F. CARLSON, USMC.

* * * We are not fighting simply for the "old order of things," as some

national manufacturers would have us believe. It was the "old order of things"
which insured us unemployment in the millions, slum areas in large cities, tattered
cotton-picking sharecroppers, people hungering for food while land was being
plowed under at the request of the Government. If we can produce plenty for
a mammoth military machine in wartime then we can certainly produce plenty
for an economy of peace. The latter is what we want, what we can do, and
we must notify our legislators, now, that that is what we want, not a return to
the "old order of things."-Sgt. BERNIE BELLUSH, Ord. Am. Co.

* * * Nearly all of us have agreed that rather than having others speak for
us we would like to get our own say-in. After all, all of this planning is for us, so
who has a better right to speak about it?-RM2-C ELMER R. HUBBARD, Beach Bn.

* * * We all know by this time that if anyone is going to preserve the
peace it will have to be the veterans of this war who have been through the mill.
Perhaps we can learn from the mistakes which our predecessors made. When a
man has served overseas for a year or more he knows that it is going to be up to
him and his buddies to keep the peace, no one else will, that has been proven.-
Co;rps. DONALD CATTANAcH and ("LIFFORD NORRIS.

* * * The statement of intentions represents a declaration to America and

to the world that we are tired of going to war like our fathers, we are tired of
hatred and persecution, and we want to live in peace and build a worth-while
civilization.-Pfc SIDNEY BERNSTEIN, ATC.

* * * As civilians in uniform who, out of this grim experience of being
at war, have learned how great a sacrifice it is sometimes necessary to make in
the name of democracy, we must pool our knowledge and experience to fight those
forces which brought about this terrible mess.-Sgt. WALTER PICK, Signal Corps.

YOUR APPLICATION FOR MEMBERSHIP

AMERICAN VETERANS COMMITTEE,
554 Madi8ov Avenue, Nciw York 22, N. Y.

I hereby subscribe t( the American Veterans Committee's statement of inten-
tions and apply for active membership in the American Veterans Committee.

(Signed) ----------------------------------------------------------
Name ------------------------------------ Number----------

(Please print-)
Branch of service ---------------------------- Rank
Service address ----------------------------------------------------
Home address -----------------------------------------------------

I enclose [ $2 for service membership
L $3 for veteran membership

and understand that you will start mailing me the Bulletin at once.
The American Veterans Committee, a nonprofit membership association, with

executive offices at 554 Madison Avenue, New York 22, N. Y. National planning
committee: Charles G. Bolt6, chairman; Lincoln W. Lauterstein, vice chairman;
Max Roller, secretary; William J. Caldwell, treasurer; Lester Meyers, assistant
treasurer; William Best, Jr.; Arthur W. Coats, Jr.; Vernon A. Eagle; Lewis C.
Frank, Jr.; Grant Reynolds; Kermit Walker; Harry H. Zucker; Frances Borden;
Arthur P. McNulty; Merle 1Miller; and William W. Goodman. Armed forces
advisory committee: Col. Evans F. Carlson, USMC; Lt. ('. C. Dancer, AAF; Capt.
Alice B. Davey, WAC; ('pl. G. A. Harrison, AAF; Cpl. Edwird T. Ladd, AUS;
Sgt. Wadsworth Likely, AAF; Lt. Comdr. Oren Root, USNR; Capt. S. R. Spencer,
Jr., AUS; Lt. Michael Straight, AAF; A/T Harris Wofford, AAF; Sgf. Alan
Manson, AUS; fgt. John MacCauley, AAF; and Sgt. Walter Pick, AUS.
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Mr. MCHAiF. As I have already said, the educational features of the
bill have been covered quite fully. It is suffice to say that we should
like to have removed from the bill any reference to an interruption
of education, and make the benefits available regardless of whether
the individual's education was impeded or interfered with by reason
of having been inducted into service. We should like to see removed
from the bill the distinction which has been made between veterans
over 25 years of age at time of induction, and those under that age.

We believe that special provisions should be made in order that the
maximum benefit be-increased to 7 years regardless of length of service.

At this point I should like to concentrate more on the loan features
of the bill, taking up first of all the housing and business loans. I
have had two reports prepared for me by subcommittees of our major
committee, and I should like to read one of them in its entirety, as
well as extracts from the second report, and then submit the entire
report for the record.

Senator LucAs. Who is the head of your organization?
Mr. MCHALE. Charles Bolte is chairman of' the committee.
Senator LUCAS. How was he elected?
Mr. McHALE. He was not elected. He was selected. We have not

yet had our initial national convention. and until that time all officers
and positions on the- committee are temporary. We feel that any
convention which might be held now would be premature and would
deprive many of our members who are still in service of a democratic
means of voicing their opinions as to who should be made members of
the permanent committee.

Senator LuCAs. Are your officers compensated?
Mr. McHALE. I am the only paid member of the committee. The

provisions of the GI bill of rights with respect to home loans are, we
believe, basically sound. We desire to make several suggestions for
amendments wilch, if adopted, we believe will strengthen the act,
simplify its administration, and aid the veteran in financing the build-
ing or purchase of his or her home.

These recommendations have not been drafted in the form of amend-
ments, but are stated in the terms of suggestions which have been made
to us by various members of the American Veterans' Committee. They
have been carefully thought out, and we respectfully urge their adop-
tion.

First., we believe that the home loan provisions of the GI bill should
be administered by one of the Government agencies that has been
created to deal with homes, rather than by the Veterans' Administra-
tion. We suggest that one of the offices of the National Housing
Agency would have the skills and know how essential proper adminis-
tration is to a fair and equitable handling of the problems involved.
The Federal Home Loan Bank System. which supervises a great num-
ber of the institutions that will actually make the loans, and which
had the experience of operating the Home Owners' Loan Corporation,
we believe could much more successfully administer the act than the
Veterans' Administration, which is a neophyte in this business. Or
the Federal Housing Administration could be more effective than
the Veterans' Administration, to which home loans are a new and
unfamiliar business.
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Second. we recommend the elimination of the loans under section
505 and the incorporation of all home-lending provisions under sec-
tion 501. We feel that loans under section 505, made moslv under
the FHA plan, with the interest rate of 41,) percent plus the insur-
ance premium of 1,' percent, are not necessary when the veteran can
procure a loan under section 501 at 4 percent. We believe that this
confuses the veteran and leads to many misunderstandings, to say
nothing of the possibility of providing the veteran with a more expen-
sive loan unless he is familiar with the section 501 loans. Substan-
tially all the loans to (late, we have been informed, have been made
under section 51, and we recommend that this be the only provision
for home loans in the act. Amend the act, if necessary, in order to
permit those few who want FHA loans to procure them under this
section.

Third, the present provision that the property not exceed the
"reasonable normal value thereof" was placed in the, act in order
to protect the veteran against real-estate speculators in the current
tight housing market. from forcing up prices to the disadvantage of
the veteran. This is a laudable purpose and we recommend this
provision be maintained. Although we realize that this provision
is cumlersoniie in administration, our minds are still too full of the
losses which have been suffered by thousands of property owners in
the early 19:_''s, because they had invested their hard-earned life
savings in homes at prices well beyond the reasonablee normal value."
lVe have only to call up the experiences of the HOLC to refresh our
minds on the dangers of an unfettered real-estate market at a time
when the demand for homes far exceeds the supply.

We estimate that approximately 10,000,000 veterans will want to
take advantage of the home-loan provisions of the GI bill. If they
each spend S5,() for a home, that will amount to .45(0(u,10.0)00
in the life savings of veterans. In addition, if all the loans are made
at 4 percent for 2() years, as they would be, under section 5:)1 of the
bill. they will spend 22.7 billion dollars for interest and twelty-four
to thirty billion dollars for real-estate taxes during the life (of those
loans. The expenditure of such tremendous sums pro'l)ablv averages
25 percent of the total income for 2) years, and it should i')( guarded
a. closely as the system of American free private enterprise will permit
from the whims and fancies of rising and falling real-eslate pri,.es.
For this reason we think that one of the safest protections which
can be afforded the veteran is the retainment of the "reasona]le no"mal
value" concept, even though it temporarily slows down ile p oce,ss
of the veteran's securing the necessary financing for a home. Ve
believe that the expediency gainel by eliminating this piovs;on under
current presures is nowhere near the values which will ultimately be
lost to the veteran by such a step.

Fourth. in view of the forEgoinr recommendation, and real z;iig
that a temporary handicap will thus be placed in the p: h of the
veteran, we recommend an extension of the period of fime during whic'i
the veteran may al)I)ly for assistance under the GI bll to, a period
not exceeding 10 years from the date of sel)aration from the service.

Senmtor MILLIKIN. Other witnesses who preceded vii have had
difficulty' in finding normal values. I think the thing which is bother-
ing many members of the committee is that, if we are o'T on a long
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period of rising prices, by adhering strictly to tests which turn on
cash values, we might, as Senator Johnson has said. draw down an
iron curtain against putting veterans into homes. I should like to
have your reaction on that point.

Mr. McHALE. I. too, have been seeking a definition of what is rea-
sonal)le value, and I have not received a definition as vet from anyone,
even from any of the supposed experts on the subject. We feel that
the present housing situation can be solved possibly by other means
than by this bill. We believe that the mere taking of the normal-value
clause from the bill will not. solve the housing situation as it exists
today. I think that it will be accepted as true that this is a tempo-
rary handicap which can possibly be alleviated by taking steps to
remove the present housing crisis. If that were done, the whole situa-
tion would revert back to its normal place.

Senator MILLIKIN. Your judgment may be wrong on that point.
There is some opinion that we are off on a long period of rising prices.

iN r. MICHALE. Yes.
Senator MILLIKIN. If that be true. and if we establish conventional

methods for appraising real property. then the result will be that we
will keep the veteran out of houses which he could have bought at
cheaper prices under different standards. I don't think there is any
answer to the question.

Mr. McHALE. No, sir.
Senator MILLIKIN. Therefore I will withdraw the question.
Mr. McHALE. Thank you very much, sir.
Senator JOHNSON. On that 'point the Farm Security representa-

tives yesterday made an interesting point. They seemed to draw a
distinction between normal pricing and normal loans. They wanted
the pricing, as I understood their testimony, to be based on going
prices. But they want the loan to be based on normal loaning prices.
In other words, as I understood their testimony, they saw nothing
wrong with a veteran putting some of his own money into a venture
and holding the loan itself-the part which the Government would
put in, and the part which some private agency would put in-to a
normal basis. I thought that was a rather interesting approach to
the subject. and it seems to me that it might be somewhat of a solu-
lion. certainlyy prices must be based on what the property is selling
for. We cannot merely turn back the pages of history and find out
the correct priie, or establish a normal price. Otherwise, there would
be no real-estate deals made at all.

Senator Luc.ks. You will not see any real-estate deals if they cannot
be made on the basis of the going market price.

Senator JoHi.NSo.N. No.
Senator ('CNNALLY. What is the proper test to be applied in arriv-

ing at the reasonable market value or market price?
Senator JoiiNSON. The point which the Farm Security people made,

which I thought was a good oie, was that the loan part of the deal
ought to be based on normal loan practices.

Go ahead, Mr. McHale. Pardon me for the interruption.
Mr. McHALE. That is all right, sir.
The purpose of financial assistance to veterans wishing to become

farm owner-operators should be to make loans so that they can go
77877-45-22
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into the farming business. Loans should be of sufficient size and
should be made on terms which enable the veteran to make a success
of farming and to repay the loan in full.

Before analyzing the provisions of the Servicemen's Readjustment
Act of 1944 for aiding veterans to settle on farms, this report presents
an analysis of the factors affecting the return of veterans to farming
as farm owner-operators. The last section contains specific sugges-
tions for legislation which will broaden the scope of the veterans' farm
loan program.

It hasbeen estimated that about 1,000,000 veterans of World War
II will be interested in returning to farms. Most of those men hope
to become farm operators, and about 500,000 of them will have to
rent or buy farms in order to carry out their intentions.

The -number of farms which will be available for new operators-
veteran or nonveteran-within 5 years after the end of the war has
been estimated to be somewhere between 800,000 and 900,000. This
number includes many farms which are not of sufficient size or of
sufficient fertility to support a family of five. In 1943-44, about
300,000 farms changed hands. Many of these farms were bought by
tenants and other farmers and did not become available to new
farmers. The number of adequate family-size farms suitable for new
farmers is likely to be somewhere between 300,000 and 400,000. It
seems probable, therefore, that there will not be enough farms to
supply all veterans wishing to become farm operators.

Mr. Chairman, I have some charts which I should like to have
put into the record as exhibits.

Senator JOHNSON. We shall be glad to have them, and they may be
incorporated in the record as exhibits.

(The matter referred to is as follows:)

TABLE I.-Capital investment needed for equipment and for stocking and
operating a farm 6

in Money required
Investment in Investment each year for

Kind of farming work stock, chickens, cows, feed, seed,
tools, and hogs, sheep, fertilizer,
equipment etc. labor, etc.

Poultry farming (2,000 hens) --------------------------- $1, 000-1, 500 $2, 500-$3, 000 $1,000-$i, 500
Dairy farming (15 cows):

Northeastern and Lake States -------------------- 1,500- 2, 000 1,800- 2,500 500- 1,000
Southern States --------------------------------- 800- 1.200 1, 500- 2,000 400- 600

Corn-hog-beef farm ------------------------------------ 2, 50o- 3,000. 2,000- 2,500 1,000- 1,200
Cotton ------------------------------------------------- 600- 800 200- 250 400- 500
Wheat ------------------------------------------------- 2,000- 3,000 1,000- 2, 000 800- 1.200
Diversified farming:

Northwest and Midwest --------------------------- 2,500- 3,000 2, 000- 2,500 1,000- 1,200
South ----------------------------------------- 800- 1,000 700- 1,000 400- 600
Rocky Mountain States --------------------------- 1, 000- 1,500 2,000- 3,000 1,000- 1,500

Cattle ranching (75-100 cows) ------------------------- 1,000- 1,500 5, 000- 6, 500 1,000- 1. 50
Sheep ranching (800-1,000 ewes) ---------------------- 1,500- 2,000 6,000- 9,000 1,500- 2,000

6 Postwar Soldier Settlement, by John D. Black and Charles D. Hys:n, reprinted from the Quarterly
Journal of Economics, November 1944, p. 23.

The same article gives the following estimates of the cost of land for a family-
size farm as taken from a Imoklet published by the United States Department
of Agriculture entitled "Shall I Become a Farmer?":

I Same as 4.
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TABLE II.-Cost of land for fwmily-8ize farms in selected States

Alalama -------------- $3, 509-$4, 500 Wisconsin ------------ $6, 000-$10, 000
North Carolina --------- 4, 000- 6, 000 Iowa ----------------- 7, 500- 12, 000
Texas ------------- 4, 000-10, 000 Kansas --------------- 8, 000- ]0, 01;0
Missouri -------------- 4, 500- 7, 500 Montana 8, 000- 12, 000
Vermont -------------- 5, 000- 7, 500 Washiniton --------- 8, COO- 10, 0 0
Pennsylvania- _ 5, 000- 8, 000 California ------------ 9, 000- 12, (Y00

The total capital needed varies between $1,700 and $250f 0 Of these amounts
$1,200 to $13,(00 may be used for operating and semipermanent capital and
$3,500 to $12,000 may be used as permanent capital, i. e., investment in land.
The variation in these estimates is due to differences in location and in type of
farming. Land is more expensive in some parts of the country than in others
and different types of farming require varying amounts of land, equipment,
stock, and current expenditure. Sheep and cattle ranching require the largest
investments in operating and semipermanent capital, maximums of about
$13,000 and $9,500 respectively. However, the geographical distribution of
veterans returning to farms 2 is likely to be such that relatively few of them
will become sheep and cattle ranchers. It should be noted that the larger
capital investments will ordinarily provide for better incomes and living stand-
ards than the lower investments.

V. THE GI BILL OF RIGHTS

The Servicemen's Readjustment Act of 1944, otherwise known as the GI bill
of rights, makes certain provisions for Government assistance to veterans de-
siring to borrow money in order to start farming. These provisions are explained
below under two headings: "Institutional lenders" and "Bankhead-Jones and
rehabilitation loans."

A. Institutional lenders
The Federal Government will guarantee one-half of a loan for the purpose of

purchasing a farm provided the aggregate amount of the guaranty does not
exceed $2,000. The interest rate is not to exceed 4 percent and the Government
will pay the first year's interest. The loans are to be made by established lend-
ing institutions and are to be paid back over a maxin.um period of 20 years in
fixed payments. However, under some State laws banks are not permitted to
make loans that are repayable over more than a 10-year period. Thus, the
period over which the loan is repayable is further restricted and repayment
installments are enlarged.

The assistance provided to veterans securing loans from institutional lenders
is inadequate. A loan of $4,(00 is about as much as the veteran can reasonably
expect to secure if a guaranty of half of the loan is desired by the lender. This
is not enough capital for even the cheapest of family-size farms when the neces-
sary operating and semipermanent capital is taken into ensideration. The terms
of repayment do not allow for decreasing the amount of repayment in poor yvars
and increasing the amount in good years. The period for which the loan lasts
is too short and the repayment installments will be too large. Many established
lending institutions are reluctant to lend money for two practical reasons: (1)
Only half of the loan is guaranteed and, since it is partially a character loan,
they htrve no assurance that they will not ls at least part of the unguaranteed
portion of the loan, particularly when the inadequate capital is taken into con-
sideration: (2) in some areas an interest rate of 4 percent is b ,ow the current
interest rate and, therefore, the lending institutions are prone to make loans to
individuals who will meet the current rate rather than to veterans below the
current rate.

Even if the provisions to help the veteran secure money from private lending
institutions were adequate, the veteran would need assistance in selecting his
farm arid in planning his farm activities during the first few years of his new
occupation-a highly competitive and specialized one. Such assistance is not
provided nor is there a minimum requirement of experience as one of the qualify-
ing elements for securing aid in obtaining a loan.

2 Same as 2, table E.
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B. Ba nkhcad-Joncs and rehabilitation loans
Set-tion 50), paragraph (b) of the Servicemen's Readjustment Act of 1944

reads as follows: "Any person who is found by the Administrator of Veterans'
Affairs to be a veteran eligible for the benefits of this title, as provided in sec-
tion 500 hereof, and who is found by the Secretary of Agriculture, by reason of
his ability and experience, including training as a vocational trainee, to be likely
to carry out successfully undertakings required of him under a loan which may
be made uler the Bankhead-Jones Farm Tenant Act, shall be eligible for the
benefits of such act to the same extent as if he were a farm tenant." ,

In accordance with this provision an appropriation of $25,000,000 for the fiscal
year of 1945-46 has been made available lor the exclusive use of veterans.
This money can be used to purchase farm land costing not more than $12,000
per farm. Such loans are repayable over a 40-year period and they bear 3 per-
cent interest. In addition, the payments may be varied from year to year ac-
cording to the income during the year in question. In other words, the farmer
makes higher payments in good years than he does in bad years. The farm is
evaluated on the basis of its earning capacity and not according to the real-
estate values that happen to be prevalent at the time of the purchase.

In addition to counsel and assistance in the selection of a farm by three
experienced local farmers, a farm planning service which helps the farmer
plan his activities is offered. These services will greatly help the veteran to
make a success of farming as an occupation.

Funds for the purchase of livestock, equipment, and operating capital may
be secured from Federal lending institutions and are repayable over a 5-year
period and bear 5 percent interest. However, none of these funds have been
earmarked for the exclusive use of veterans.

VI. SUGGESTED ACTION

As explained above, the present proVisions in the Servicemen's Readjustment
Act of 19-44 for encouraging private lending institutions to assist veterans in
becoming farm owner-operators are inadequate. It is the American Veterans
Committee's belief that the Barikhead-Jones Tenant Act more realistically ap-
proaches the problem of supplying veterans with needed funds for becoming
farm owners.

In view of the peculiar aspects of the veteran farm loan program, it is sug-
gested that the following- provisions be incorporated in the Bankhead-Jones Farm
Tenant Act:

1. 'ihe maximum amount of the loan for the purchase of land should be limited
by a formula as set forth in House Joint Resolution 216 of June 12, 1945. The
pertinent section of this resolution reads as follows: ' Providcd, That no loan
shall be made under this title with respect to any farm, the value of which, as
acquired, repaired, or improved, is in excess of the average value of etihcient
family-type farm-management units, as determined by the Secretary, in the
county, parish, or locality where the farm is located."
The loan should be repayable over a maximum of 40 years and the size of the

annual repayments of principal should be varied according to the income realized
from the farm during the year in question. The loan should bear 3 percent
interest.

2. The land should be evaluated on the basis of the prospective earning
power of .the farm.

On March 1, 1945, the average price of farm land in the United States was
estimated to have been 43 percent above the average price of 1930 to 1937,
inclusive." "

The average price of farm real estate in the United States in 1944 was 15 per-
cent above the average for 1943. Since this inflation is likely to last for a few
years after VJ-day, it is unlikely that many farms will be immediately available

3 Public Law 346, 78th Cong., ch. 268. 2d sess., S. 1767, p. 11.
4 79th Cong., 1st sess., H. J. Res. 216. in the House of Representatives, June 12, 1945.

"Mr. Flannagan introduced the following joint resolution; which was referred to the

Committee on Agriculture."
5Estimated from information available in the Farm Real Estate Situation, 1943-44, by

M. M. Regan and A. R. Johnson and Fred A. Clarenbach, Agricultural Economists, Bureau

of Agricultural Economics, Circular No. 721, U. S. Department of Agriculture, January

1945. Washington. D. C.. p. 4. table I.
GEstimated from information available in Current Developments in the Farm Real

Estate Market, July 1945, U. S. Department of Agriculture, Bureau of Agricultural

Economics, Washington, D. C., p. 3, table I.
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for purchase by veterans through a lending program based on the earning power
of the land. The administrating agency should, therefore, have the authority to
increase the amount of the loan to a reasonable amount above the evaluation.
If the veteran-farmer finds himself unable to meet the terms of repayment and
foreclosure is threatened, he should have the recourse of applying for a re-
evaluation of the loan. Upon receipt of such application, the administrating
agency should be directed to reevaluate the land on the basis of the average
earniVgs of fartns in the vicinity of the veteran's farm during th period for
which the veteran's farm has been operated under the terms of the loan. If
the reevaluation is found to be less than the face value of the loan, the admin-
istrating agency should reduce the amount of the loan and the accrued Interest
so that they are in line with the reevaluation of the land. The veteran-farmer
should then have the option of accepting the reduced obligations or of accepting
foreclosure. However, only one such adjustment should be allowed and it should
only be allowed within 10 years following the initial loan. The reduction in
the face value of the loan should be limited to 20 percent.

It is realized that such a program of increased evaluation because of inflation
will in itself promote inflation. However, it is believed that unless some con-
cession is made to the temporary increase in land prices, it will be impossible
for the Government to carry out an effective program for assisting veterans to
purchase farm land. It is also believed that within a few years after VJ-day,
the tendency toward abnormally high land prices will have diminishled and that
it will be unnecessary to apply the provision for buying land at inflated prices.
The administrating agency should be directed to make the provisions for increased
land evaluation inoperative as soon as it is practical to do so.

3. On appropriation which is operative 4,ver the life of the program will permit
a continuity of operation and also permit the administrating agency to meet
applications for loans whether the applications are received at an even rate
over the life of the program or are bunched during any particular period. Be-
cause of the prospective dlischarge of the great majority of the armed forces
within a year following VJ-day, such flexibility is highly desirable.

B. Other needed action,
1. Loans should be provided for the purchase of equipment. livestock, and for

use as operating capital. Such loans should bear 5 percent interest and should
.be payable over a 5-year period.

2. Veterans should be given a preference in the acquisition of new agricultural
land which may be opened up under Government auspices. This would in-
clude new irrigation projects, homesteadls in Alaska, and other Government-
owned land that might be made available for farming purposes. However, land
owned by the Government which is returned to farming after being used for
war purposes must, under law, be offered to the prior owners before anyone else
can buy it. In this case, if such land is not purchased by the original owner,
It is suggested that veterans then be given preference for its purchase.

3. The provisions of this program should run for 5 years following the end of
the emergency as proclaimed by the President or by a joint resolution of Congress.
It is the purpose of th( above proposals to enable veterans to have an oppor-
tunity for rapid readjiistment to civilian life. It is not the purpose to pro-
vide a permanent subsidy to veterans who wish to return to farming as a
vocation. Therefore, the provisions should not be extended indefinitely and it
is felt that veterans should know if they wish to settle on a farm within 5
years from the end of the emergency.

Senator MIILLIKIN. Mr. McHale, let us assume for a minute some
irrigated sections of the country where prospects for production are
good. I believe that in the section of the country from where I come,
a suitable acreage of land, together with the necessary machinery and
sto- k to equip it, would entail an investment of approximately $20,000.
On the basis of an investment of that kind, a $2,000 guaranty would
seem to me to be quite inadequate. What is your reaction to that
situation? Allow me to add, that if a man is not put onto that kind
of a piece of land, we are probably putting him on a piece of land that
will not sustain his family.
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Mr. McHLF.. I am not a farm expert., gentlemen, and I should
Ilke merely to read the report which has been prepared by people who
have studied the subject. I am afraid that I cannot go into the rami-
fications of thv -ubject.

Senator MiLLIiN. Very well.
Senator LUCAS. You will agree. will you not, that it is impossible

to support a family of five unless the kind of farm to which Senator
Millikin referred is provided?

Mr. MCHALE. That may be true in the section of the country to
which the Senator has referred.

Senator JOHNSON. And if that be the case-and it is the case-
Congress is either fooling itself or practicing deception on the vet-
eran who undertakes to handle the project.

Mr. McHALE. While I do not wish to burden the record, I will read
a section of the report which may answer the Senator's question. The
section to which I refer reads as follows:

The Federal Government will guarantee one-half of a loan for the purpose
of purchasing a farm provided the aggregate amount of the guaranty does not
exuc.el $2.O00. The interest rate is not to exceed 4 percent and the Government
will pay the first year's interest. The loans are to he made )y established
lending institutions and are to be paid back over a maximum period of 20 years
in fixed payments. However, under some State laws banks are not permitted
to make loans that are repayable over more than a 10-year period. Thus, the
period (,ver which the loan is repayable is further restricted and repayment
installments are enlarged.

The assistance provided to veterans securing loans from institutional lenders
is adequate. A loan of $4,C00 is about as much as the veteran can reason-
ably expect to secure if a guaranty ,f half of the loan is desired by theo
lender r. This is not enough capital for even the cheapest of family-size farms
when the necessary operating and semipermanent capital is taken into con-
sideratior. Tho term., of repayment do not allow for decreasing the amount of
repayment in pooJr years ani increasing the amount in good .vars. The period
for which the loan lasts is too short and the repayment installments will be too
large. Many established lending institutions arv reluctant to lend money for
two practical reasons: (1) Only half of the loan is guaranteed and, since it is
partially a character loan, they have no assurance that they will not lose at
least part of the unguaranteed portion ,f the loan, particularly when the inade-
quate capital is taken into consideration. (2) In some areas an interest rate of
4 percent is bellow the current interest rate and, therefore, the lending institutions
are prone to make loans to individuals who will meet the current rate rather
than to veterans below the current rate.

Even if the provisions to help the veteran secure money from private lending
institutions were adequate, the veteran would need assistance in selecting his
farm and in planning his farm activities during the first few years of his new
o.cupatitin-n highly comnetitive and specializ2d one. Such assistance is not
provided, nor is there a minimum requirement of experience as one of the qualify-
ing el-ments for securing aid in obtaining a loan.

Section 5'15. paragraph (b). of the Sei vicemen's Readjustment Act of 1944 reads
as follows: "Any person who is found by the Administrator of Veterans' Afflirs
to be a veteran eligible for the benefits of this title, as provided in section 500
here f. and who is found by the Sitcret~iry of Agriculture, by reason of his ability
and experience, including training as a vocational trainee, to be likely to carry out
successfully undertakings required of him under a loan which may be made under
the Banklhead-Jorits Fary-i ren;iIt Act. slall be eligible for the benefits of such
Act to the same extent is if he vere a farm tenant."

In accordance with this provision, an appropriation of $25,000,000 for the fiscal
year of 1945-46 has b -en made available for the exclusive use of veterans. This
i,)ney can be used to purchase farm land costing not more than $12,000 per farm.
Such loans are repayale over a 40-year period, and they bear 3-percent interest.
In addition, the payments may be varied from year to year according to the
income during the year in question. In other words, the farmer makes higher
payments in good years than he does in bad years. The farm is evaluated on the
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basis of Its earning capacity and not according to the real estate values that
happen to be prevalent at the time of the purchase.

In addition to counsel and assistance in the selection of a farm by three
experienced local farmers, a farm planning service which helps the farmer plan
his activities is offered. These services will-greatly help tihe veteran to make a
success of farming as an occupation.

Funds for the purchase of livestock, equipment, and operating capital may be
secured from Federal lending institutions and are repayable over a 5-year period
andi bear 5-percent interest. However, none of these funds have been earmarked
for the exclusive use of veterans.

You see there is a provision that would enable a man to purchase a
farm costing up to $12,000, and stock it. We go further and make
suggested amendments to the Bankhead-Jones Farm Tenant Act which
would take care of the veteran.

Senator MILLIKIN. When we expand the act in order to take care
of the number of men who you say will want to go into farming, we
run into astronomical figures. Also, we would make available a large
benefit to the man who wants to make his livelihood on the farm. Now,
are we discriminating against the man who wants to go into business?
Yesterday a witness answered that question by saying that if a man
desires to go into farming he accomplishes not only the acquisition
of a home but a business.' Therefore, it would not be discrimination to
increase the benefit to a fellow who wants to go on the farm. I do not
want to take your time by going into a long discussion of those matters,
but they are not simple.

Mr. MCHALE. No, sir. We realize that this subject is a very involved
one and that it contains both the home loan features and business loan
features, all in one package. The farmer is not only a home owner,
but he is also a business operator.

I should like to read further from this report.
Senator JOHNSON. Go ahead, Mr. McHale.
Mr. McHALE. The sections to which I wish to call special attention

are as follows:
As explained above, the present provisions in the Servicemen's Readjustment

Act of 1944 for encouraging private lending institutions to assist veterans in
becoming farm owner-operators are inadequate. It is the American Veterans'
Committee's belief that the Bankhead-Jones Farm Tenant Act more realistically
approaches the problem of supplying veterans with needed funds for becoming
farm owners.

In view of the peculiar aspect of the veteran farm loan program, it is suggested
that the following provisions be incorporated in the Bankhead-Jones Farm
Tenant Act:

The maximum amount of the loan for the purchase of land should be limited
by a formula as set forth in House Joint Resolution 216 of June 12, 1945. The
pertinent section of this resolution reads as follows: "Provided, That no loan
shall be made under this title with respect to any farm, the value of which, as
acquired, repaired, or improved, is in excess of the average value of efficient
family-type farm-management units, as determined by the Secretary, in the
county, parish, or locality where the farm is located."

The loan should be repayable over a maximum of 40 years, and the size of
the annual repayments of principal should be varied according to the income
realized from the farm during the year in question. The loan should bear
3-percent interest.

2. The land should be evaluated on the basis of the prospective earning
power of the farm.

On March 1, 1945, the average price of farm land in the United States was
estimated to have been 43 percent above the average price of- 1930-37, inclusive.

The average price of farm real estate in the United States in 1944 wa$ 15
percent above the average for 1943. Since this inflation is likely to last for
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a few years after VJ-day, it is unlikely that many farms will be Immediately
available for purchase by veterans through a lending program based on the
earning power of the land. The administrating agency should, therefore, have
the authority to increase the amount of the loan to a reasonable amount above
the evaluation. If the veteran-farmer finds himself unable to meet the terms
of repayment and foreclosure is threatened, he should have the recourse of
applying for a reevaluation of the loan. Upon receipt of such application, the
administrating agency should be directed to reevaluate the land on the basis
of the average earnings of farms in the vicinity of the veteran's farm during
the period for which the veteran's farm has been operated under the terms of the
loan. If the reevaluation is found to be less than the face value of the loan,
the :idministrating agency should reduce the aniount of the loan and the accrued
interest so that they are in line with the reevaluation of the land. The veteran-
farmer should then have the opition of accepting the reduced obligations or of
accepting foreclo)sure. However, only one such adjustment should be allowed,
and it should only be allowed within 10 years following the initial loan. The
reduction in the face value of the loan should be limited to 20 perecent.

It is realized that such a program of increased evaluation because of inflation
will in itself promote inflation. However, it is believed that unless some con-
cession is made to the temporary increase in land prices, it will be impossible
for the Government to carry out an effective program for assisting veterans to
purchase farm land. It is also believed that within a few years after VJ-day,
the tendency toward abnormally high land prices will have diminished and that
it will be unnecessary to apply the provision for buying land at intlaied prices.
The administrating agency should be directed to make the provisions for in-
creased land evaluation inoperative as soon as it is practical to do so.

3. One appropriation which is operative over the life oi the program will permit
a continuity of operation and also permit the administrating agency to make
applications for loans whether the applications are received at an even rate o\er
the life of the program or are bunched during any particular period. Because
of the prospective discharge of the great majority of the armed forces within a
year following VJ-day, such flexibility is highly desirable.

B. OTHER NEEDED ACTION

1. Loans should be provided for the purchase of equipment, livestQck, and for
use as operating capital. Such loans should bear 5-percent interest and should
be payable over a 5-year period.

2. Veterans should be given a preference in the acquisition of new agricultural
land which may be opened up under Government auspices. This would include
new irrigation projects, homesteads in Alaska, and other Government-owned
land that might be made available for farming purposes. However, land owned
by the Government which is returned to farming after being used for war pur-
poses must, under law, be offered to the prior owners before anyone else can
buy it. In this case, if such land is not purchased by the original owner, It Is
suggested that veterans then be given preference for its purchase.

3. The provisions of this program should run for 5 years following the end
of the emergency as proclaimed by the President or by a joint resolution of
Congress. It is the purpose of the above proposals to enable veterans to have
an opportunity for rapid readjustment to civil life. It is not the purpose to
provide a permanent subsidy to veterans who wish to return to farming as a
vocation. Therefore, the provisions should not le extended indefinitely, and it
is felt that veterans should know if they wish to settle on a farm within 5 years
from the end 4,f the emergency.

That concludes the report, and I should like to add further that
in the event that a law is enacted to be known as the Servicemen's
Readjustment Act of 1945. it will be given adequate and proper
publicity in oider to avoid sonme of the hysterical interpretations
which have been placed on the present act.
That is all of my testinony, Mr. Chairman.
Seinator JoHNsoN. We thank you very much, Mr. McHale.
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STATEMENT OF GEORGE L. WILLIAMS, MANAGER OF THE STATE-
WIDE HOUSING LOAN SERVICE OF COLUMBIA, S. C.

Senator JoiTsoN. Go ahead and state your name, Mr. Williams,
and your official capacity.

Mr. WILLIAMS. My name is George L. Williams. I am manager of
the State-wide Housing Loan Service of Columbia, S. C.

Mr. Chairman, what little I know about this subject, comes from
long experience in handling FHA loans and loans for veterans and in
dealing with investors. I do not profess to know anything about the
proposed amendments other than with respect to title III.

I have had quite considerable experience in handling such loans.
I assisted in organizing the Federal Housing Administration, and I
am familiar with the functions of Government agencies. Further
than that, I am in probably no position to give much valuable infor-
mation.

I may say., however, that it is my feeling that if you do not get
necessary information from the veterans' standpoint, and from the
standpoint of investors, as well as the Government, you will not be
able to make the changes which are necessary to make in the present
act. We certainly have no desire to impede any legislation which will
make the bill known as the GI bill of rights more practical. There
are some things in the proposed amendments which we believe to be
good. There are some good points in the original act. What we
would like to see you gentlemen do is to take all of the good points
and incorporate them in amendments and leave out the bad points. If
I can help point out some of the good points, I shall be very glad to
do so.

If the members of the committee will refer to the printed manu-
script which I have furnished them, they will see that I have tried
to reduce the statements in condensed form in order not to take up
any more time than necessary.

You will notice a reference to title III, section 500 (a). It is in
the proposed amendment. You gentlemen have read the amendment.
It seems that the sections in the original act are different from the
sections referred to in the proposed amendments, inasmuch as sec-
tion 501 is 500 in the amendment, and evidently there are included
two sections in the original act. The reference which I have before
me has to do with section 500 (a) of the proposed amendment. Let
me quote the language:

When such a loan is made by the lender, the lender is automatically guar-
anteed 50 per ceintuin of the l":in by the Administrator (if Veterains' Affairs
of this Act is the guaranty: Proiridud, That the aggregate amount guaranteed
does not exeed $2,000: ProridId, further, That no loan shall Ie negotiated until
thirty days after the end of the veteran's discharge.

Section 501 (a) provides that-
No approval of the loan shall be required from the Administrator.

Section 502 (c) provides that-
No first mortgage shall be ineligible ftr insurance under the National Housing

Act, as amended, by reason (f any loan guaranteed under this title, or by
reason of any secondary lien upon the property involved securing such loan.
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The original act, under section 500 (a), provides that-
If the Administrator finds that the veteran is eligible for the benefits of this

title and that the loan applied for appears practicable, the Administrator shall
guarantee the payment of the part thereof as set forth in this title.

The original act, under section 505 (a), provides that--
In any case wherein a principal loan for any of the purposes stated in sec-

tions 501. 502, or 5i03, is approved by'a Folderal agency to be made or guar-
anteed or insured by it pursuant to applicable laws and regulations, and the
veteran is in need of a second loan to cover the remainder of the purchase
price or cost, or a part thereof, the Administrator. subject otherwise to the
provisions of this title, including the limitation of $2.000 on the total amount
which may be guaranteed, may guarantee the full amount of the second loan:
Provided, That such s,(ond loan does not exceed 20 percentum of the purchase
price or cst and that the rate o f interest thereon does not exceed that on the
principal loan by more than 1 per centum.

With reference to the proposed amendment providing that no ap-
proval of the loan shall be required from the Administrat or, obviously
this was intended to aid the veterans in getting more liberal loans and
to make loans more accessible to veterans under the provisions of the
act. However, in actual practice such would not be the case, and the
reason is that it is a fact that a great many veterans are coming back
to their homes in small towns and villages and on the farms all over
the country, and in most of these places the lending institutions are
not equipped or do not exist to handle veterans' loans, and such veter-
ans will have to make application and the loans will have to be ap-
proved by some distant lending institution in a great many cases, and
such banks or lending institutions are not equipped or inclined to
assume the responsibility of making inspections for these loans. They
are, however, willing to make the loans upon the appraisal of the
Federal Housing Admini.tration appraisers, or independent apprais-
ers appointed by the Veterans' Administration, and the investors in
these loans would not be willing to accept the appraisal of local lend-
ing institutions, but would prefer that appraisals be made on homes
by appraisers experienced and trained in appraising and determining
the reasonable normal value of homes; in the case of farms, appraisals
to be made by qualified farm appraisers.

All appraisals should be based upon comparable values, taking into
consideration the increase in the cost of material and labor. It is
impossible for any appraiser to draw a line and say just what a normal
value is. However, it is impracticable, from the standpoint of invest-
ment. to sell one house for $61-000 and sell another similar house, just
only a block (Jr two away, for $8,000. However, that is being done
all over the country. A reasonable normal value must be established
by taking into consideration increased costs of material and labor.

Senator LuCAS. How are you going to keep the fellow from buying
one home at $6,000. and another one buying another home three or
four blocks away for $8,000?

Mr. WILLIAMS. First, there should be proper appraisals, and second-
ly, the investors will control the situation. I do not think that in-
vestors and banks throughout the country would be willing to take
losses promiscously all over the country where properties are appraised
by inexperienced appraisers and values are established on the basis
of questionable values, even if all or a part of the loan were to be
insured by the Government.

340



AMEND SERVICEMEN'S READJUSTMENT ACT OF 1944 341

Senator LuCAS. You have made the point that if the Federal Gov-
ernment has absolutely qualified appraisers in communities where
lending institutions are located, who are ready to make immediate
appraisals at the expense of the Federal Government, that loans to
investors would thereby be speeded up. I have been somewhat worried.
about a certain phase of that situation. How fast will loans be made,
provided the banks themselves, or the lending agencies, must incur or
stand the expense of making appraisals, and meet other expenses in
connection with those matters?

Mr. WILIAMS. We have had a great deal of trouble in our section
of the country in making preliminary inspections. We contact the
veteran directly, and naturally he does not want to pay out $15 or
$25 for something which he may not care about, and we do not take
the money from him to go out and appraise a house or a piece of
property, and reject it. I believe the Administrator of Veterans'
Affairs or some institution should provide that service for the veterans
so that preliminary appraisals may be made without expense to the
veterans. If a loan is made, it would probably be wise to allow the
expense of the appraisal to be deducted from the loan. That might
apply to other expenses as well. But we do not have a sufficient num-
ber of independent appraisers in our State. There are only three
licensed real-estate appraisers in South Carolina.

Senator LUCAS. The Federal Government is obligating itself to
quite a program here so far as loans are concerned. It seems to me
that the Federal Government should assume the responsibility of
getting the proper appraisals in those communities instead of leaving
it up to the veterans to do such initial work. In some communities,
as the testimony shows, the lending agencies themselves are taking
that matter into consideration. They are taking the initiative.

Mr. WHLLVS. We have done so in connection with our own busi-
ness, but it. runs into quite a volume and you cannot keep it up. I
presume that I have personally made as many as 200 appraisals for
veterans free of charge. It naturally costs money, and entails
expense.

Senator Luc.ks. Sooner or later that procedure will play out. If
that service is provided, it will be a great help.

Mr. WILLIAMS. Yes. We try to give the veteran complete service in
order that he may get what he is after without having to go around to
three or four different places. There have been complaints made
about the necessity of veterans going to the Veterans' Administration,
for example, to obtain certain information, and then be sent to some
other place for other information, and following that to some other
place to get further information. I have had many veterans who
have come to my office and stated that they were out of patience with
the service which the original act was supposed to provide. They
stated that they had been going around from one place to another.
The whole problem sliould be worked out on a more practical basis.

Senator CONN.%,LY. What business are you in?
Mr. WII.\rs. I am handling these loans.
Senator CONNALY. Are you?
Mr. WnLiL.ms. Yes; we are h.,ndling these loans.
Senator CONNALLY. You say "We." Who is "We"?
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Mr. WnAM..ms. The State-wide Housing Loan Service of Columbia,
S. C. That is a private service institution for anyone who wishes
to obtain a loan through the Federal Housing Administration, or
obtain a GI loan.
We have done business with the South Carolina banks running into

several million dollars, and I have been handling this business in
South Carolina for several years.

Senator CONNALLY. Do you restrict your business to Federal Hous-
ino ddminist ration matters .

1r. WILLIAMS. Yes.
Senator C NNALLY. You do not serve all people who want to get

loans?
Mr. WILLIA.M1S. I am a specialist in this business, and that is all the

business I want.
Senator CONNALLY. How do you obtain your compensation?
Mr. WILLIAMS. These loans all carry a premium. We do not charge

veterans anything. We render that service free of charge, but the
Federal Housing loans have always sold at a premium and we are paid
bv the investors who produce the loans.

Senator CO,-NNALLY. You mean the bank or someone else,
Mr. VILLIAMIS. The one who actually gets the loan.
Senator CONNALLY. Do you work on a percentage basis?
Mr. 'WILLIAM1.S. Well, all these loans are just like other investments.

They sell at a premium, depending on the market.
Senator CONNALLY. I understand that, but do you charge so much

percentage, depending on the loan?
Mr. WILLIAMS. We would sell the loan. They are selling now at

1021/',.
Senator CONNALLY. Where do you come in? What do you get?
Mr. WILLIAMS. We get the premium.
Senator COINNALLY. You get 2 1/ percent?
Mr. VILLL\IAS. Whatever the market may be.
Senator CONNALLY. Well, you say that at the present time it is 21/2

percent. So you would get 2l/2 percent.
Mr. WILLIAMS. That is right.
Testimony has been presented on behalf of the National Life Insur-

ance Co., which I happened to hear. I helped that company set up
its original arrangements to handle these loans, and it has handled a
large volume of loans for our office, all of which has been very satis-
factory.

Senator CONNALLY. Where do you come in on the veterans' busi-
ness

Mrl. WTILLIAM3S. We give such service to the veterans without any
charge at all.

Senator CONNALLY. What is your service that you do give?
M. WILLIAMES. 'Well, we do all the work. The biggest trouble with

this thing all over the country is that sc'mebody must do the work for
the veterans. They must have forms filled out, and so forth.

Senator CONNALLY. WelJ, a veteran comes into your office. You
help him get started. Noiv. what happens to him?.

Mr. WILLIA31S. Well, he must make out an application for eligi-
bility. He goes to the Veterans" Administration and gets a certificate
to the effect that he is eligible for a loan. He does not know how
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to do that. He has to produce a certificate-well, not a certificate,
but a copy. certified copies of his discharge, and we get a copy certified
for hin anid fill out all the forms and handle the whole thing for him.

Senator CON NALIAY. When he gets his loan, what then happens?
You do not get anything?

Mr. WVILLIAmS. Not out of that portion of it. The loans which we
handle come under section 505 of the-

Senator CONNALLY. I do not care what the section is. I want to
know how much you get out of the loans when you make them.
How much do you get out of each loan?

Mr. WILLIAMS. 4We have to make two loans. First, one is insured
by the Federal Housing Administration. We get pay on the Federal
Housing loan. That is customary all over the country.

Senator CONNALLY. All right.
Mr. WILLIAMS. We do not charge anything for the veteran's loan

at all. We get enough out of the other to take care of us, and we
are glad to give free service to the veteran.

Senator CONNALLY. Well, this whole thing is made up out of the
veteran's loan, is it not?

Mr. WILLIAMS. If you get a loan for, say, $5,000, that is, if the
veteran gets $5,000, $4,000 of it, (or about that amount, would go
through the Federal Housing Administration.

Senator CONNALLY. You receive pay on the $4,000?
Mr. WILLIAMS. Absolutely.
Senator CONNALLY. Your statement that you do all of those things

for the veterans free does not seem to hold water so far as I am
concerned.

Air. VILLIAM1S. I was referring to the portion of the loan which
applied to the veterans guaranty.

Senator CONNALLY. All of the loan is for the veteran. He is the
one who owes that $5,000.

Mr. WILLIAMS. The Veterans' Administration takes care of the
secondary loan. We would handle the FHA loan for the veteran, or
anyone else, on the same basis.

Senator LUCAS. Some individual or some organization has to do
some of the work before the veteran can get a loan.

Mr. WILLIAMS. Yes; or the veteran does not get the loan. Banks
say that they want the full insurance. They have to have someone
on the ground. Naturally, someone has to be compensated.

Senator CONNALLY. Certainly; I know that. There is always a
nigger in the wood pile. Just be frank with us, that is all. I do
not care if you get paid for what you do.

Mr. VILLIAM.s. I would have brought that out further on in my
statement, anyway.

Senator CONNALLY. Just be frank with the committee; that is all.
Mr. WILLLiMS. A veteran may obtain a loan without going to the

FHA.
Senator CONNALLY. Oh, certainly; I can borrow money without

getting a veteran's loan.
Senator JOHNSON. Do you have anything further, Mr. Williams?
Mr. WILLIAMS. Yes.
Section 504 has reference to business loans. Where banks or lend-

ing institutions are willing to carry 50 percent, or more, of the loan,
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which portion would be uninsured, the lending institution in such
cases having more than 50 percent of the risk could very well make
its own appraisals, without encroaching upon the soundness of our
economic system. Furthermore, banks and lending institutions are
prepared and qualified to make appraisals of property for business
purposes, whereas many of them are not prepared to make appraisals
for loans on homes or farm property.

Under section 500 (a) provision is made for guaranteeing 50 per-
cent of the loan, not to exceed $2,000, and although section 502 ce)
provides that no first mortgage shall be ineligible for insurance under
the National Housing Act, as amended, by reason of any loan guar-
anteed under this title, or by reason of any secondary lien upon the
property involved securing such loan, the proposed amendment makes
no provision for fully insuring a secondary loan as provided in the
original act under section 505 (a).

That is what we were discussing a while ago. Section 505 in the
original act provided for the Veterans' Administration to insure see-
on darv loans. It is not included in the proposed amendment. We
would like to have it included.

Judging from my experience in handling veterans' loans and in
contacting and interviewing a number of veterans, I find that the
provisions of section 505 of the original act are the most valuable
provisions of title III of the act for tle reason that, in the first place,
a veteran can obtain a 100-percent loan to buy or build a home by se-
curing an FHA loan for 80 to 90 percent of the purchase price, and
using his veteran's guaranty loan for 10 to 20 percent, thus leaving a
portion of his guaranty loan available for other purposes should, it be
needed. For instance a veteran desires to borrow $5,000 to build a
new home. _ks a matter of fact, the veteran is not so vitally interested
in whether 50 percent of the loan is insured, 20 percent, or any other
percent. What he wants is a home at a reasonable price, financed on
terms which he can comfortably pay, and on a low-interest basis.

Now, should the veteran use the 80 percent FHA loan, he would
obtain a loan of $4.000 from the lending institution to be insured by
FHA. and a $1,000 loan to be guaranteed by the Veterans' Adminis-
tration. By this method he would still have a credit of $1,000 with
the Veterans' Administration available for future use. On the other
hand, should the veteran take a 50 percent Veterans' Administration'
guaranteed loan. he would have no further credit on his Veterans' Ad-
ministration loan account for educational purposes, business, or other-
wise, and furthermore, the payments on the FHA portion of the loan
are smaller because the FHA loan may run for a term of 25 years
whereas the Veterans' Administration loan is limited to 20 years, and
veterans in most instances desire the smaller payments with the option
to pay off at an earlier date if desired.

Senator LrcAs. Do you know of any veteran who has built a home
on the basis of the example which you have cited here?

Mr. WILLIAMS. I have had something to (1o with a number of them
myself.

Senator LUCAS. On the basis of $5,000?
Mr. WILLIAMS. It runs between $4 500 and $6,000.
Senator Luc.ks. As I recall it. there was some testimony to the effect

that some believed a home could not be built for the lesser amount.
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The person giving the testimony said he did not believe a comfortable
and decent home could be built for less than $8,000.

Mr. WILLIAMS. I now have under construction 23 houses, and most
of them are six-room brick-veneer construction. including heater, hot
water system, landscaping, lot, and everything included. They run
in price from $6 000 to $7,000.

Senator CONNALLY. Are you in the real estate business as well as in
the loan business?

Mr. WILLIAMS. No, sir.
Senator CONNALLY. You said you had under construction 23 houses.

What are you going to do with them? You cannot live in all of them.
Mr. WILLIA.31S. I meant that they had been contracted for through

our office. I am not in the real-estate business, but the veteran buys a
lot and we get the house built on it for him.

Senator CONNALLY. Does that $6,000 or $7,000 include the lot?
Mr. WILLIAMS. It includes the lot.
Senator LUCAS. Where were those homes built?
Mr. WILLIAMS. In Columbia, S. C.
Senator JOHNSON. Are they located in a good section?
Mr. WILLIAMS. They are located in the very best section in town

for that type of building. It is not in the society part of the town, but
all city conveniences are available and furnished.

Senator MILLIKIN. With sewerage?
Mr. WILLIAMS. We have some homes constructed with septic tanks

which were put in under the supervision of the State Board of Health.
Senator MILLIKIN. Are the streets paved?
Mr. WILLTAMS. No. They are graded but not paved.
Senator MILLIKIN. They will have to be paved later on, will they

not?
Mr. WILLIAMS. Many of the sections down in that part of the coun-

try never do have paving. Some of the best residential sections in the
city of Columbia are not paved. The surface is a good hard sand
surface. The houses to which I have referred are available for a great
deal less money than they would be if they had already been built.

In the event that the proposed amendment is adopted, the provisions
in section 500 (a), title III, of the original act should by all means be
included as well as the provisions of section 505 (a), thie inclusion of
which would be beneficial to the veteran, the lender, and the Admin-
istration.

Contrary to apparent erroneous ideas of the number of veterans who
may seek loans for homes or business, it is found by actual experience
that a very small percentage of the veterans desire loans at this time,
and if anyone has the idea that these young men and young women
who have been in the service are not wide awake to the fact that values
are inflated, they are mistaken, for the most of them are well posted
and theN" kuow that a home that sold for $5,000 before the war is not
worth $8,000, or a farm that sold for $50 an acre is not worth $100
an acre, and they also know that it is the part of wisdom for them to
have a careful appraisal by a competent appraiser other than the
lender or the seller. Of course, out of the large number of veterans
there would be many who, in their desperation for homes or farms
would jump to concusions and invest unwisely and in the course oi
5 years, more or less, they might find that they had been injured rather
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than helped by the GI bill of rights, and every intelligent person
knows that to saddle a debt on veterans on the basis of inflated values
will result in grief, disappointment, and, in many cases, bankruptcy.

Senator MILLIKIN. Let us take for example one of the houses which
you have described, that you are building or having built. Could that
same house, on the same lot, have been completed for more or less
money prior to the war than at the present time ? What could it have
been completed for prior to the war?

Mr. WILLA-is. As near as we can estimate it, the difference is be-
tween 30 and 40 percent, which is represented in greater cost of the
materials at the present time. An existing house of the same type
is now selling for some $2,000 to $3,000 more than the new houses which
we are building. Any veteran could turn around and sell his house
and make a profit of $1,500 or $2,000 in cash. There have been very
few sales of existing houses because the prices for them have been so
high. A five- or six-room house in Columbia which was built before
the war, say in the years 1935 to 1940, is now selling at anywhere from
$7,000 to $8,000 and as high as $10,000 cash price. So our problem
seems to be in getting more houses constructed. One of the biggest
problems in connection with building is getting material and labor.

Senator MILIKL. During the course of your remarks will you give
us your viewpoint with respect to protecting the veteran against
inflation.

Mr. WILIAMS. You mean with reference to these appraisals?
Senator MILLIKIN. Let us assume that the price of houses continues

to rise over a long period of time. If we do not get the veteran in on
the situation now, we will never be able to get him in unless we increase
the guaranty.

Mr. WILLIAMS. Protecting the veteran against future inflation is,
of course, a rather difficult task if the market continues as it is. It
will be a difficult problem for the investors in the present market.
The remedy for the whole situation is to have more houses. Houses
are not available at any price. A person who has a home and is living
in it does not want to sell it. If someone comes along and offers him
a very high price, probably he would sell.

Senator LucAs. How many people do you have in Columbia, S. C.?
Mr. WILLIAMS. You mean what is the population
Senator LUcAs. Yes.
Mr. WILLrAMS. Taking into consideration the inflated population ,

it is at present about 200,000.
Senator LUCAs. Let us take the inflated portion of the population

out: then how much do you have left?
Mr. WILLIAMS. The normal population is around 100,000.
Senator LUCAS. What will happen to the remaining 100.000?
Mr. WILLIAMS. Naturally prices will come down.
Senator LUCAS. No; I mean what is going to happen to the 100,000

who came in during the war? What will happen to them, in your
judgment?

Mr. WILLIAMS. A great many of them will go to places where there
are large manufacturing industries. Outside of the cotton mills, we
do not have very many manufacturing industries in our section, and
many of the persons who are living there now will move away even-
tualfy. According to the statements which have been made by repre-
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sentatives of the chamber of commerce, the population will be on-
siderable even after the reduction which it is expected will take place.

Senator Luc'As. How many homes, normally, would you say it
would require in Columbia, S. C., to bring the present inflated price of
the old homes down to what it ought to be

Mr. WILLIAMS. Under normal conditions before the war it required
500 homes a year in order to take care of the increase in population.
Since 1940. very few homes have been constructed. The population
has increase(l. and therefore the demand has increased. It has been
estimated that it will require 2,000 homes a year for 5 years in order
to catch up with the demand.

Senator LuCAs. That is contemplated on the basis of new houses.
Mr. WILLIAMS. Yes. There is no way around paying more for a

house, whether already built or newly constructed, under present
conditions.

Senator MILLIKIN. If you were to pay $7,000 today for a new house,
in 5 years it would be worth $4,000, would it not? At least, it would
be worth less.

Mr. WILLIAMNS. I do not think it would fall back that far, because
our whole structure of financing is on a different basis than it was
following the First World War. Practically all home loans are is-
sued on an amortization basis over a long period of time, consisting
of very small payments. If the owner should get into difficulty he
could always rent the house for enough to meet the payments.

Senator MILLIKIN. If he wanted to sell, he would have to sell ac-
cording to the market.?

Mr. WILLIAMS. Yes.
Senator MILLIKIN. That situation would reflect the squeeze-out in

the inflation to which you have referred.
Mr. WILLIAMNS. Yes. In regard to the possible number of veterans

who might apply, if every veteran in South Carolina should apply,
it would take $700,000.(00 to loan the veterans of South Carolina
the nominal sum of $4,000 each, with the Government guaranteeing
one-half.' The total number of enlisted men from South Carolina,
not including women, is 185,000, and of this number approximately
35,000 have been dischargedd and are now classified as veterans; and
eventually there will be approximately 185,000 veterans in South
Carolina. If we were to assume, as some seem to believe we should,
that all veterans will apply for loans and each veteran in South
Carolina will apply for a nominal sum of $4,000, it would take the
stao-gering sum of $700,000,000 to make these loans in South Caro-
lina aloile* whicl is several times the resources of all the banks in the
State. Assuming that 10 percent of the total number should apply,
it would require $70,000,00) in South Carolina alone. This would
mean 1 out of every 10, and this number is probably within the neigll-
borhood of the number of veterans who will apply for loans before
the termination (,f the provisions of the act.

Insofar as some complaints are concerned, regarding inability to
obtain loans. I wish to say that we have had no difficulty in negoti-
ating these loans where the veteran is employed and has a sufficient
income above his living expenses to make the payments. Should
a veteran obtain a loan. who is not sufficiently employed to take care
of the payments, such a loan would result in trouble for the borrower
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as well as the lender, and would be economically tusound and im-
practicable. Such a system, if practiced, would not meet the approval
of investors, although the loan or a portion of it might be guaranteed
or insured by the Government.

The major reason that more veterans have not applied for loans un-
der the act is beyond the concept of the act, and should be given atten-
tion by the proper authorities, and for the record I might cite the
following facts.

Building material is not available in sufficient quantities to build
homes for even a very small percentage of the veterans, and this
situation, together with the shortage of manpower, is making it im-
possible to build homes in any considerable volume. Therefore, the
demand for loans is not as much as it would be if arrangements could
be made to release building material and the labor which is neces-
sary to build the houses.

Insofar as the loans are concerned, I am in a position to state that
our investors are ready and willing to handle every loan that is
properly approved in South Carolina for veterans. The trouble is
not a scarcity of funds but, as I have stated, the veteran must have
something that he desires to invest his money in before there is a
demand f-or the loan.

I have consulted Mr. B. M. Edwards, president of the South Caro-
lina National Bank, the largest bank in the State. who is an authority
on financial and Government matters, his bank having handled more
FHA and GI loans than any other bank in the State, and Mr. Edwards
said :

By all means. let the Federal Housing Administration appraise the home loans
to b- handled by banks, and let the banks handle the business loans without
further in.apfe,'tion, the banks making their own appraisal and investigation as
to business loans.

Senator JOHNSON. Does that complete your statement, Mr. Wil-
liams?

.Mr. WLmImMs. Yes.
Senator JoHiNSON. Are there any further questions? There seem

to be none. We thank you, Mr. Williams. You have given us some
very valuable information.

Mr. WILLIAmS. Thank you, sir.
Senzitor JOHNSON. Mr. Chester R. Davis, of the American Bankers

Association.

STATEMENT OF CHESTER R. DAVIS, CHAIRMAN, AMERICAN
BANKERS ASOCIATION COMMITTEE ON SERVICE FOR VETERANS

Senator JOHNSON. Proceed in your own way, Mr. Davis. State your
name for the record.

Mr. DAVIS. My name is Chester R. Davis. I am vice president of
the Chicago Title & Trust Co., Chicago, Ill., and chairman of the
American Bankers Association Committee on Service for Veterans.

In order that the members of the Committee may understand some-
thing about the scope of the work we are doing, and in view of some
of the questions which were propounded to previous persons appear-
ing before the committee, I believe it would be well to say something
about the association and organization of the work of our committee.
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The association has a membership of approximately 15,000 banks
representing about 98 percent of the total banking resources of the
country which, as of December 31, 1944, amounted to $152,947.000,000.
The association created the afore-mentioned committee a little over a
year ago to keep the member banks of the association fully informed
regarding the guaranteed loan provisions of the Servicemen' Read-
justment Act of 1944 and the regulation of the Veterans' Administra-
tion pertaining thereto, and to otherwise coordinate and stimulate
the activities of the banks in serving the financial needs of the veterans.
Under the leadership of our committee most of the State bankers'
associations have set up similar veterans' service committees.

Most of the banks have set up special departments or have desig-
nated specific officers for handling the guaranteed loans to veterans,
the heads of such departments and such officers wherever possible
being veterans of World War I or World War II. In a number of
communities the banks have organized central offices to assist vet-
erans in making applications for guaranteed loans. The committee
has been in close touch with the banks and has considered many sug-
gestions regarding the guaranteed loan operations.

The banks of the Nation both individually and collectively are
making every effort to serve the financial needs of returning veterans.
However, banks have been handicapped in making the guaranteed
loans under the Servicemen's Readjustment Act of 1944 because of
the limitations and restrictions in the banking laws under which they
operate. Also, experience has shown that amendments to the Serv-
icemen's Readjustment Act and regulations are needed to make the
guaranteed loan operations more practicable and workable.

Because of specific limitations on the ratio of the amount of loan
to the appraised value of the real estate and limitations to shorter
maturities than 20 years, national banks and many State banks have
not been able to make many loans to veterans under the Servicemen's
Readjustment Act.

Nation,*l banks, for example, may make a real-estate loan for a
term in excess of 5 years only on condition that installment payments
are sufficient to amortize 40 percent of the principal of the loan
within a period of not more than 10 years. On the other hand, real-
estate loans guaranteed by the Administrator may be amortized over
a period of 20 years but must be amortized even with shorter ma-
turities at a rate sufficient to pay the entire amount of the loan with-
in the life of the loan. Real-estate loans made by national banks
which are guaranteed by the Administrator would thus have to be
fully paid within 10 years. Furthermore, under section 24 of the
Federal Reserve Act, the amount of such loans cannot exceed 60 per-
cent of the appraised value of the property. Because of these limita-
tions and restrictions veterans are denied access to a large reservoir
of credit for the financing of home purchases, and national banks
are denied the privilege of fully serving the veterans' needs. I should
like Mr. Addison to comment on this.

S. 795, introduced b:¥ Senator Johnson on March 27 of this year,
would remedy this situation by providing that national banks may
make any loan guaranteed by the Administrator without regard to
the limitations or restrictions of any other statute with respect to the
ratio of amount of loan to appraised value or to the maturity of the
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loan. The bill would also apply to the District of Columbia banking
institutions. Mr. Collins in his statement before the committee on
Tuesday also recommended on behalf of the Veterans' Administra-
tion substantially the same amendment to the act as contained in
Senator Johnson's bill. We strongly urge the committee to give
favorable consideration to this amendment.

Senator LuCAS. Mr. Chairman, may I ask one question?
Senator JOlNSON. Yes. certainly.
Senator LUcAs. Do I understand that your bill. Senator Johnson,

applies only to veterans in connection with national banks?
Senator ,JOHNSON. Yes.
Mr. D.%vis. It merely includes national banks with other lending

agencies.
Senator LUCAS. I see.
Mir. DAvls. One of the major problems which has been experienced

by lenders in making the loans guaranteed by the Administrator has
arisen from the complexity of the regulations, the voluminous paper
work involved in the preparation of the required forms, and the length
of time required to process the loan. In August of this year our com-
mittee conducted a survey designed to furnish factual information
regarding the veteran-loan situation as it applies to banks.

Answers to our questionnaire from 3,797 banks located in 3,029
towns and cities show that the biggest single criticism offered by
practically all of the banks was that too much time was required to
s eure the certificate of eligibility and the loan guaranty certificate.
The information furnished by these banks indicates that it takes 11
days, on the average, to obtain a certificate of eligibility and that in
addition it takes an average ()f 17 days to obtain a loan guaranty cer-
tificate. making the total processing time an average of 2s days. The
reporting banks stressed the fact that a large number of veterans'
business and real estate deals fall through before 4 weeks of processing
time have elapsed.

I shuld point out in this connection, however, that in many cases
banks have made loans direct to the veterans without the Veterans'
Administration guaranty to) enable them to complete their trans-
actions. Our survey s-howed that at that time the reporting banks
had applied for the Veterans' Adiministration guaranty on 4,411 loans
amounting to $14,500,(J0), but that, in addition, these banks had made
loans direct to 4.256 veterans without the guaranty for a total of more
than $1 7,000.00(0.

There appear to be two approaches to the solution of this time
problem-one, legislative; and the other, administrative. One pos-
sible legislative solution is contained in H. R. 374!), which would
provi(le an automatic guaranty. This )rocedure would eliminate the
lengthy processing now required, substantially reduce the paper work,
and enable the lender to cl()se the l)ans promptly.

But if su(ch autoiimatic guaranty is interpreted to mean that the
lender nist share the loss proportionately with the Government, loans
to veterans ui(ler the act would be seriously retarded. Most lenders
would be unwilling to assume the risk of proportionate l()ss on what
is in effect the traditional clown payment in the transaction.

If, on the other hand, the automatic guaranty is provided, but the
Government, to the extent ()f the guaranty. absorbs the loss instead
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of sharing it with the lender, then a grave question of (Government
fiscal policy arises. We therefore believe that it is for the Congress
and the governmental agencies to determine whether this would be the
appropriate solution to the problem.

This time problem, in our opinion, can be corrected without resort
to such a drastic change as is embodied in the Rankin bill. It would
seem that the Veterans' Administration could materially shorten the
time consumed at present in the processing of the loan by modification
of the present processing procedure, expansion of the administrative
machinery, and a simplification of the regulations and forms. generall
Bradley gave assurance that this problem can and will be solved
when he appeared before the committee on Monday and stated that-
It is believed that the present act will operate satisfactorily with some changes
in procedure--now being perfected-and minmr inoditications in the act.

Senator Luc.xs. 'May I ask whether your group has conferred with
the Veterans' Administration?

Mr. D.tvis. We have conferred with them, and I have an appoint-
ment to meet with them at 1: 30 o'clock this afternoon and talk with
General Bradley and Mr. Odom, the Solicitor for the Administration.

We are in sllttantil acclod with the suggestions and recommenda-
tions of the Veterans' Administration for changes in the guaranteed
loan provisions under title III of the Servicemen's Readjustment Act
as presented to the committee by General Bradley and Mr. Collins.
Specifically, we favor the following changes:

(1) The lengthening of the term within which guaranties can be
extended to eligible veterans to 10 years :jfter the termination of the
war.

(2) A change in the present requirement that the Administrator
pay the intere. t for the first year on the guaranteed portion of the loan
to permit the l)ayment of a flat sum representing the interest for 1 vear
on the amount originally gllarantee(l to be paid to the lender for credit
upon the lan at the time the loan is closed.

(3) Enable national bank, and District of Columbia banks to make
real estate loans guaranteed by the Administrator without regard to
the limitations Or restrictions of any other statute with respect to the
ratio of such loan to appraised value of the )roperty or with respect
to the maturity of s uch loan. I have heretofore discussed more fully
the urgent nee l for this l)rovision.

Senator Ltuc.ts. I take it that there is nothing that can be done with
respect to State banks.

Mr. DAVIS. No; and their problem is not acute. The national banks
are the ones that are having the problem. The State banks are not
face(] with the problem that the national banks are faced with.

Mr. Chairman. we suggest other changes.
(4) Change the requirement that the purchase price o)f the property

being acquired by the veteran shall not exceed the reasonable normal
value thereof to require that the amount of loan shall not exceed the
reasonable value of the property. In this connection we believe that
independent appraisers should be used in appraising home, farm, or
business real estate. IWe favor the present )rocedure of having a
list of appraisers approved by the Veterans' Administrationi and a're
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opposed to permitting the lender to make the appraisals of such loans
as is proposed in H. R. 3749.

Senator LU'.As. Before you continue, with respect to appraisers and
the expenses of appraisers, I want to ask a question. The expenses
that are necessarily involved in connection with a veteran's obtaining
a loan have to be met, of course, by someone. Do the banks ever
otand that expense?
Mr. l)-vls. A number of them do, an(l some of them do not.
Senator Luc.ks. In cases where the banks do not stand the expenses,

what, occurs?
Mr. DAVs. The veteran must stand the expense, as any ordinary

borrower would stand it. The same thing is true with regard to title
expenses, S enlator.

Senator LU-CAS. Yes; I understand that. What is your opinion
about that, in view of the fact that the Federal Government is now
undertaking obligations in connection with veterans in the large field
of 1,,aning money? What is your opinion as to whether or not the
Federal Government itself should not, as a matter of right and as a
matter of expedition, stand those initial costs ?

Mr. DAvis. I think you will run into a practical problem if that is
done, because the veteran may apply for more than one loan, and
he may do so from time to time. none loan it would be all right,
but if he is turned down on the loan for which he applies, there is
nothing to prevent him from applying again the next week, and apply-
ing again the following week. As I understand the purposes of the
act. in most cases they are twofold. You want to furnish -him with
an equity which he does not have otherwise. That is No. 1. No. 2
is that Vou are giving the man, through the Government. a guaranty
of that stability which he lacks because of having been in the service
for a period of time.

Senator LUCAS. There is a fellow, for example, who in some instances
will perhaps go to a tremendous amount of expense. He is going to
bring the title to your concern, for example, to have it examined, and
he will go through a lot of things necessary in order finally to obtain
the necessary papers, or get them in such shape that he may obtain
a loan. Now. that entails considerable expense.

AMr. D kvrs. It entails quite a number of expenses.
Senator Luc.s. Assuming that the fellow does not have anything

except character-and these are character loans-the thought has
(occrred to me all the way along that it might be proper for the
Federal Government, if it is going into the lending field.,to supervise
the ]()an.

Mr. D.\vis. That is certainly something to be considered.
Seniator Lu(,.\,. I was anxious to have your reaction because you

have ,nade consilelrahle study of the subject.
Senator MILLIKIN. I should like to ask the witness if he has any

views on the subject of reasonable values.
Mr. DAViS. Senator. I thought I heard you withdraw that question

this morning. I think there is a difference between reasonable value
afl(1 re:1s(,,iable loan value. As Seiiator Lucas knows, the institution
with which I am associated is in a business which has to do extensively
with real estate. We hesitate to recommend to anyone that he either
purchase or do not purchase real estate on the present market. I

352



AMEND SERVICEMEN'S READJUSTMENT ACT OF 1944 353

do not know whether we are in an inflationary market or not. I
think that is something which the veteran himself should decide. If
he has sufficient funds he must decide whether he will pay more than
the reasonable normal value which here we call the loan value. In
our committee we spent a great deal of time on this verbiage.

Senator MILLIKIN. Someone must decide that question. There
must be some criteria which can be used.

Mr. DAvis. There is an organization of real-estate appraisers.
They have set standards of ethics which they follow, and they revise
them from time to time. I do not think that their present real-estate-
loan-value appraisals are as high" as some appraisals that might be
obtained on the present market.

Senator MILLIKIN. Is it correct to state that we cannot legislate
full protection for anyone against inflation or deflation?

Mr. DAvIs. I think that that is correct.
Senator MILLIKIN. We are almost against a day-to-day judgment

in regard to the problem.
Mr. DAVIs. Yes; and I think that it is an individual problem of

the man who is committing himself to the borrowing of money.
Senator MILLIKIN. We do not want a veteran to be confronted with

the situation which was developed by the previous witness, in which
the witness buys a home today for $6,000, and several years from now
the house may be worth only $4,000. On the other hand, we do not
want to prevent a veteran from buying a home-that is, deferring his
purchase of a home for several years-and then finding that the
trend has been in the opposite direction and he has lost his oppor-
tunity to buy.

Mr. DAvis. I think that is right, and I also believe that buying a
home is worth more to a man who is going to live in it and occupy
it as a home than it is to the man who does not live in it but buys it
as an investment. What I may invest in the way of roads and
shrubs may not interest someone else, but to me it means a lot. To
me it is home. It is not merely four walls and a roof. It is a place
in which I may live.

Senator LucAs. The reason that the veteran will borrow money is
to build a home for the purpose of living in it.

Mr. DANvis. I think that is correct.
Senator Luc.ks. From the standpoint of a home, it would not make

much difference 5 years from now whether the price had deflated or
irnflatedl.

Mr. DAvis. I think that is correct, and I think that he must be
protected with reference to certain things which he may not think of,
such as location of schools, transportation, churches, and many fac-
tors which people do not think of when buying a home. The pur-
chaser must be advised of those things.

Senator Luc.s. That is certainly correct.
Mr. DAN-is. I continue now with the fifth'change which we recom-

mend.
(5) Expand the purposes for which farm loans may be made to

include farm supplies-that is, seed, feed, fertilizer, and other items
essential to the production of crops-and also include poultry in
addition to livestock. Authorize loans for construction of farm build-
ings. Either make provision for payment of delinquent indebted-
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hess, taxes, and assessments similar to the provisions for loans for
such purposes under the home loan section, or provide a new section
as recommended by Mr. Collins, covering indebtedness on homes, farms,
and business properties becoming delinquent during the period of
the veteran's service in the armed forces or becoming delinquent
within a limited period after his discharge.

Senator Li-CAS. As I recall, Mr. Collins said that his- language was
not exactly the same as that of the Hne Loan on that point.

Mr. DAVIs. I think that is correct.
(6) Expand the purposes for which business loans may be made

to include inventory, working capital, and modernization and repair
loans for buildings and equipment.

(7) Provide for the cumulative guaranty of business loans on a
plan similar to the FHA title I insurance plan as an alternative to
the 50 percent or $2,000 guaranty of the individual loan. This change
appears similar to the group plan suggested by Mr. Collins, except
that Mr. Collins' proposal would extend the group plan to all loans
which may be guaranteed under the act including real-estate and non-
real-estate home and farm loans.

We do not believe it wise to increase the amount of the guaranty
on the individual al loan as referred to in Mr. Collins' statement. It
is believed -that the $2,000 limitation on the aggregate guaranty was
intended by Congress to have a direct relationship to the aggregate
educational and unemployment benefits which a veteran many receive
under the other titles of the act. Any increase in the aggregate
guaranty available to the veteran also carries with it a greater poten-
tial cost to the Government and involves the broader question of
governmental fiscal policy.

Our committee is conducting an extensive study of the general
economic, financial, and credit needs of veterans. We plan to con-
tinue this-study; and for that purpose I, at the request of Mr. Frank
Rathje, president of the American Bankers Association, have recently
appointed a subcommittee to go into this subject more intensively.

Since this study deals with a broader field than is contemplated
in the Servicemen's Readjustment Act, we are not prepared to make
recommendations at this time, but we hope that, when our study is
completed, we may have the opportunity of presenting our conclusions
to you.

Senator JoHNSON. Thank you very much, Mr. Davis.
Senator LUCAS. I should like to ask Mr. Davis one question.
Has your institution made any loans to veterans for farms?
Mr. bAvIs. No, Senator, it has not. Our institution does not make

loans. We are engaged in the trust business and in real-estate titles.
We are not in general banking. We make no loans. We have no
securities for sale. My interest in connection with this present matter
is that I am a member of the American Bankers Association, trust
company division, as I explained in the first instance, but I am chair-
man of their general committee. Mr. Addison is present. MT. Brown
is agricultural expert for the American Bankers Association. Both
of those gentlemen are present, and will be glad to answer any specific
questions which you may wish to ask them.

Senator LuCAS. I should like to ask Mr. Brown what his experience
has been under this act, so far as farm loan6 are concerned, in which
$2,000 is the extent to which the veteran may obtain.
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Mr. Bl owN." I have listened to the testimony ie'ently given. andl I
may say there is a question about the ability of the veteran to buy ini.
for example, Central Illinois (I" in irrigated setions. a farm for say
$16,000, whereas in the South he can get one for $8.000. Tllere have
been very few loans made by banks for the purchase of farms in
various sections.

Senator Luc.s. What is your opinion as to the beneficial use of that
section of th act as it now stands?

Mr. BROWN. You mean as to whether it is sufficient ?
Senator Lu('AS. Whether it will be operative in the future in any

way which will result in benefit to the veteran:
Mr. BRowN. If the veteran has some cash and some experience, it

will benefit him. However. to a veteran who must have a full amount
of loan, it is likely that with the availability of the FSA 40-year 100
percent loan, there is a question of whether the banks can meet that
type of competition.

Senator LUCAS. If the veteran has the necessary cash on hand with
which to buy a home,i he will not fool around with this matter of $2,000
but will go directly to his bank.

Mr. BROWN. That is right.
Mr. DAVIS. I know that there have been a number of farm loans

made under this provision in the State of Illinois. but the Illinois
Bankers Association has referred to the situation. I was present at a
WLS broadcast and I know that loans have been made under this
provision. However, if a man wishes to buy $250-an-acre land I do
not see how he can do it under this section.

Senator MILLIKIN. He will have to come in with other chips.
Mr. DAVIS. Yes.
Senator Lucxs. He will have to have a lot more chips.
Mr. DAVIS. Yes.
Senator JOHNSON. Do you have anything more to say, Mr. Davis?
Mr. DAvIS. No.
Senator JOHNSON. Thank you very much.
We will now hear from Mr. Addison.

STATEMENT OF F. G. ADDISON, JR., PRESIDENT, SECURITY
SAVINGS AND COMMERCIAL BANK, WASHINGTON, D. C.

'\fr. ADDI)O.-. My name is F. G. Addison. Jr. I am president of the
Security Savings and Commercial Bank of Washington. D. C. I am
als() chairman of the Federal legislative committee of the American
Bankers Association.

While the bank of which I am president is not national bank, we, in
the District of Columbia, must operate under the National Banking
Act insofar as the loaning of money on real estate is concerned, be-
cause of a, ruling of the Comptroller of the Currency who has the
examining jurisdiction of our institutions. I am, therefore, familiar
with the restrictions of section 24. I am also experienced as an officer
who has passed U)On1 more than 2.L00 loans for home use in the Dis-
trict of Columbia under the Federal Housing Act. I have also
financed and an now in the process of closing 32 loans being purchased
by veterans under section 505 of the act as to 30 of thio.- loans, and
under section 501 as to -of those loans.
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The information which I Should like to submit for the considera-
tion of the subcommittee is the following:

Figures taken from data stllflitted by the Comptroller of the Cur-
rence as of December 30. 1944. as to national banks show that there
were then 5.031 national banks. Total resources were $76,949,000,000.

The total of deposits in the savings and time accounts within those
national banks was $12,;50,000000.

Under section 24 national banks; may loan not to exceed 60 percent
of those total time deposits in real-estate securities. So, if my arith-
metic is correct, it would be in excess of $7,000,000,000 which would be
available for mortgage lending.

Of these 5,031 banks to which I have referred, I invite attention to
the fact that they are located in all portions of the United States and
in many instances the- are the only financial institution -available to
veterans. Under section 24, as explained to the committee by General
Davis, there is a restriction that except only if they buy under a FHA
loan they cannot make a loan for a greater amount than 60 percent of
the appraised value. That is so far as the law is concerned. The loan
must be repaid by monthly payment, so that at the expiration of la
years the loan will be curtailed 40 percent, and by that time the balance
of the obligation falls due. It is then, of course, subject to demands
for payment, for curtailing, or for a different interest rate.

That pattern is not attractive to a veteran when compared to financ-
ing his home under section 501 of the present act. because under that
section there is but one loan. It is for as long as 20 years. and it can
be for as much as 100 percent, because the lending institution sees fit
to lend his portion, and the $2.000 equity represented by the guaranty
of the Government makes it much more attractive and decidedly less
expensive to the veteran than if he went through the FHA route.

These banks, scattered as they are throughout the country., should
be available'to the veteran. We find this restriction in the law such
that it is just not in the interest of the veteran to make al)plication to
a national bank. A national banker, in advisingy a veteran, must
fell him that there is a more attractive method by which he can buy
his home. keeping in mind the difference in expense between the one
and the other type of loan.

The Comptroller of the Currency. when confronted *with the lijni-
tatioiis of section 24 in real-estate lendilig with reference to veteransV
las attempted to make available to veterans seeking loans from iiational
banks a more liberal op portuiity. I have letters in regard to that
matter which I should like to submit for the record.

There was wle letter which was dated .Januar\" 24, 1945. directedd
to I-he national-bank exanminers dealing with farms and blusiie:-z loanls
un(ler the GiI act. One is a news release of September 12, 1944. giving
ijst ruct ions to national-bank examiners. One is it news release of
October 26. 1944, giving instructions to national-bank examiners.
One letter stated that the jinior lien under section 505, following an
FH1A loan, should be treated by the bank examiner as a Government
instrumentality and not, a real-estate loan, and therefore not in viola-
tion of section 24.

In direct lending under section 501, the Comptroller has said that a
loan may be passed when that portion of it which is guaranteed by
the Veterans' Administration can exceed the other limitations within
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section 24. However, all other conditions of section 24 must be com-
plied with.

As to the latter regulation, in complying with it. as well as the
Veterans' Administration regulations, it seems that the veteran must
contract to pay the entire loan within 10 years. For practical purposes,
the veteran would prefer to pay it over a period of 20 years. and would
not be interested in this other plan.

It is not desirable for banks to make loans on insructions to bank
examiners. They may be changed. We would prefer the suggestion
of the remedy which was made by Mr. Collins in his reconmendations
as follows:

The following be- included in section 500, paragraph (c) of Servicemen's Re-
adjustment Act of 140: "Any loan at least 20 per centum of which is guaranteed
by the Administrator under thiis title, nmy be made by any national bank, Fed-
eral savings and loan association, or by any bank,'trust company, or insurance
company, organized or athorized to do business in the 1)istri.t o)f Coluibia
without regard to the limitations and restrictions of any other statute or regu-
lation with respect to the readjustment of such loan to the appraised value of
the property, or with respect to the maturity of the loan !"

We feel that that would be constructive.
Senator JOHNSON. Do you feel that that confines the whole matter

to veterans' lo)ans?
Mr. ADDISON. Oh, yes. It applies entirely to veterails' loans.
Senator GEORGE. IS there any relation between the aggregate

amount of loans you may make to veterans and your reserves.

Mr. ADDISON. Yes. The statute would not allow us to make a
greater loan than 10percent of our surplus.

As I have already said, we feel that the suggestion of Mr. Collins
is a constructive one. However, we suggest that there be inserted the
words "real estate" so that instead of having the language read 'any
loan" it will read "any real-estate loan." The suggested language
would clarify the intent and would not enlarge on the present power
of lenders, banks, or otherwise.

I am very glad to have had an opportunity to join with General
Davis in making his statement.

Senator JOHNSON. Are there any questions?
Senator LuCAS. You stated that you did not believe the Comptroller

of the Currency would give relief at all.
Mr. ADDISON. He does not let us make a loan which would be as

advantageous as loans made by other lenders.
Senator LUCAS. Personally, I do not see why you should not have

that right.
Mr. ADDISON. We feel that we should have that right for the benefit

of the veterans.
Senator JOHNSON. Thank you, Mr. Addison and Mr. Davis.
Mr. DAvIs. Thank you, Mr. Chairman. We are continuing our

studies for the benefit of veterans, and if we have anything further
to offer you will hear from us again.

STATEMENT OF GEORGE M. EASON, PRESIDENT, NATIONAL
SAVINGS AND LOAN LEAGUE

Senator JOHNSON. You may proceed, Mr. Eason.
Mr. EASON. My name is George M. Eason. I am president of the

National Savings and Loan League. I am also president of the
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Standard Federal Savings and Loan Association of Los Angeles. In-
asmuch as the members of the National Savings and Loan League
from the outset have taken an active interest in the veterans' home-
loan program, we appreciate very much this opportunity of present-
ing their views on the operation of title III, in particular, of the
Servicemen's Readjustment Act of 1944, and on proposals to amend
the existing act.

The National Savings and Loan League represents a substantial
segment of the savings and loan business throughout the United
States. Although our league is quite young, having been in full
operation only. a year and a half, we have a membership whose assets
have already exceeded a billion dollars. Since the average size of
our member institution is fairly high, being approximately $2,500,-
000, they represent a very active type of association. They have been
particularly successful in furthering the veterans' home-loan program.

The outstanding support which savings and loan associations have
given to this program, having made some 80 percent of total loans
closed to date, entitles their views, we believe, to your most careful
consideration. Many of our institutions have individually closed vet-
erans' loans approximately a million dollars in the aggregate. In my
own association we have closed 81 loan., aggregating $550,00. and
have 77 pending.

In anticipation of our having the privilege of expressing our views
and making our recommendations to your committee, we took special
pains to obtain reports from our member institutions on their ex-
perience with the veterans' home-loan financing program. We asked
our people to give special thought to the effect of the existing act
and of new proposals upon the nee(ld of the veterans themselves, and
up prospects for the long-range .success of the program as such.

Veterans" home-loan needs can best be met if the program is admin-
istered by the Veterans' Administration, in the opinion of most of
our institutions. They report that in generall the program is work-
ing smoothly. that with some snall changes in the act and s ,lnie fur-
flher streamlining of procedures, the program should work out to the
,,atisfaction of most veterans and lending institutions alike.
The difficulty encountered by many veterans who hav, been willilig

,, pay somewhat higher )ice s for homes than the so-called reason-
able normal value as determined by the Veterans' Administration
appraisers is cited as evidence of need for greater flexibility on this
l)Oift. It is suggested, therefore. by most of our members that some
eway be allowed between the purchase price and the Veterans' Ad-

i-ii istration appraisal. This can be accomplished sati-factorily by
establishing the appraisal as the ceiling on the loan rather than on the
)urchase price. The existing requirement that the Administrator

finds that the loan applied for appears practicable and. therefore, that
it be in keeping with the means and income of the veteran should
provide an a(leqtate safeguard against uns-ound purchases.
.A longer period in which veterans may avail themselves of the

asistance afforded under title III of the act is recommended by most
of our institutions. They feel that veterans should have more time
in which to determine their home purchases than is provided under
the existing act. Their recommendations run from 5 to 10 Y'cars in
this regard ;Is contrasted to the present a-year period after :eparation
from the service.
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While some favor and some oppose a 100-percent inurance plan,
it is felt by most that the present loan-guarantee plan is adequate from
the standpoint of the lender and that ample funds can be male
available to veterans under this plan. Regardless of the plnn used,
however, the majority of our people would like to see the proi'am
handled by the Veterans' Administration.

In a program of this kind, it is to be expected that some "bugs" would
show uip as the result of actual experience. Many of thpse have been
eliminated by administrative action of the Veterans' Administration.
It now appears that others will be eliminated in the same manner.
Our recommendations on such matters have received-and we are sure
will continue to receive-sympathetic consideration at the Veterans'
Administration. With respect to difficulties presently encountered
in the administration of the home-loan program which require legis-
lative action, we concur in the definite recommendations which have
already been made to your committee by General Bradley and Mr.
Collins of the Veterans' Administration.

Although we have not canvassed the views of all of our members
on a 15 percent group insurance pool plan, the limited reaction we
have had to the principle of such a plan is not favorable. It is felt
that while this might work for business loans, it would not work satis-
factorily for home loans because of the larger average loan necessary
to finance the. purchase of a home and the long term of the loan.

Now, Mr. Chairman, in consideration of the time of this committee
and the testimony which has already been submitted, we have pur-
posely made our statement as brief as possible. However, we would
be glad to try to answer any questions you may still have about the
veterans' home-loan program. We have lived and worked very close
to it since its inception. Thank you very much.

Senator MIILLIKIN. What are the total assets available for veterans'
loans of all the institutions of the type you have been talking about?Mr. EASON. Of all, I would say $6,000,000,000.

Senator MILLIKIN. 'Do the savings and- loan associations, of the
type to which you have referred, have any objection to the modifica-
tiOns proposed by the bankers?

Mr. EAsON. I should like to have Mr. Kreutz cover that point. He
is the executive manager of the National Savings and Loan League.

Senator JOH,,soX. Are there any questions of Mr. Eason ?
Thank you, Mr. Eason.
We will hear from Mr. Kreutz.

STATEMENT OF OSCAR R. KREUTZ, EXECUTIVE MANAGER,
NATIONAL SAVINGS AND LOAN LEAGUE

Senator JoHNSO. You may proceed, Mr. Kreutz. State your name
and your occupation.

Mr. KREuTZ. I am Oscar R. Kreutz. I am the executive manager
of the National Savings and Loan League. I am not certain that I
correctly understood the statement which was made by Mr. Addison
with reference to an amendment proposed by Mr. Collins, director of
finance of the Veterans' Administration, to subsection 500 (c). My
recollection is that he recommended the insertion of the words "real
estate" before the word "loan" in the amendment suggested by Mr.
Collins.
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Sellator NIILLIKIN. I S till eist )ol it.
Mr. KrFUi-TZ. I don't know that hw intellded 1) N that recon nen(ht-

tion to prevent Federal sav'ings and loan associations frmn making
certain tyl)S of -tuarantv loalls to veterans foi, home improvements
and hone equipment. but that would be the effect of the inisertioni of
the wwd- -'reaIl estate." In the circumstanlces, we would protest the
insertiom of lthe words, because we think these associations which are
doin'z such a slihstantial amount, of this business should be stopped
fromcilra,inc, in that part of the business as well.

That is all.
Senator Joiisox. I Mr. W. M. Floyd, of the Veterans' Admin-

istration. present. or his repre-entative?
Does Mr. Floyd have someone here to testify for him?
There seems to be no one present.
Mr. ABNER H. FEROUvS,,N. Senator, may I have just 2 minutes of

your ti me:
Senator JON-SON. Yes, sir.

STATEMENT OF ABNER H. FERGUSON, WASHINGTON MANAGER
OF UNITED STATES SAVINGS AND LOAN LEAGUE

Se,-ator ,Jou- ,,.N. You nay proceed, Mr. Ferguson.
Mr. FRI-StU,,,N. I am not scheduled to be here, because a gentleman

.-1)oke v,-te'da" for the United States Savings and Loan League.
Sain the WVas!i :gon attorney for the league. However, I wish to

make a statement in view of the statement which was made by Mr.
Addi-on in connection with the provision here which permits national
banks. Federal savings and loan associations, and insurance companies
to make any loan which is guaranteed under this act.

Mr. Addiso)] suggested an amendment which would limit opera-
tion to real-estate loans. Of course, we all know that real-estate
loans mean loans which are secured by real estate. The insertion
of the words "real estate" would prevent those 1,500 Federal savings
and loan associations throughout the country from making loans for
the repair and improvement of real estate. because they are not often
secure] by a mortgage. The inclusion of the words which Mr. Addi-
,,,jil ziigested would require those loans which were made to be secured
by mortgage. which. in turn. would involve title search, recording fees,
and so forth, whereas they are all character loans. Those associations
which belong to the United States League, as well as the associations
which belongs to the National League, are associations which make
about half of the real-estate loans on homes in this country. We do not
feel that the committee wants to take away from these associations that
field of ,operation which is directly in connection with loans which they
make. As a matter of fact, we all thought that we had reached an
agreement on that matter in some conferences which we had in con-
nection with the American Legion prior to these hearings. 'We
thought that this provision of the bill was agreed to.

I merely want to show on the record that the United States Savings
and Loan League d(es not feel that Mr. Addison's suggestion should
be inserted in the language and thus restrict the loans solely to banks.

Senator MILIKIN. I)o I understand that you are making loans of
the nature which y,,u are discussing?
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Mr. FMJiit's,,N. \VV iiake- loans for repair-s, mod,,rnizationis, and . o
forth.

Senator MIJLIK1 N. Would that activity involve chattels or personal
property of any kind?

MNIT. FERG1tsoN). No; just improvement loans.
Senator JOHNSON. Is there anyone present repre.seniiting Mr. Floyd?
No one seems to answer.
Does anyone else wish to make a statement?

STATEMENT OF OLIVER WALKER, PRESIDENT, WALKER &
DUNLOP, INC.

Senator JoIINSON. You may proceed, Mr. Walker.
Mr. WALKER. My name is Oliver Walker, Washington, D. C. I

am president of Walker & Dunlop, Inc., mortgage bankers.
We originate and underwrite mortgage and real-estate loans. In

other words, our business consists of negotiating and consummating
loans to home owners and veterans who desire to finaiie their prop-
erty. In turn, we sell these loans to insurance companies. banks, trust
funds, and building-and-loan associations.

I have had over 15 years of experience in the practical negotiating
and handling of this type o)f loan and in creating a permanent market
for the sale of these. loans. Therefore, I feel that I can speak with re-
spect to what we term, in the mortgage business, the secondary market.

Prior to the creation of the Federal Housingr Administration and its
system of unified appraisal throughout the whole country, there was no
secondary market for mortgage loans. Since the creation of the FHA
and The RF(' Mortgage Company, there has been an active market for
the sale of mortgage loans which were originated by local institutions.
Before this time, the local institution required a commitment upon
each loan from an institutional investor who held the note for perma-
iient investment.

Under the FHA unified appraisal system, it has become current prac-
tice for the originators and underwriters of mortgage loans to commit
and consummate these loans before a commitment is secured from the
permanent investor. These mortgage firms warehouse such loans with
commercial banks and then resell them in the secondary market.
Therefore, I am in favor of a unified appraisal systeni for GI loans,
wherel)y an insurance company or bank in Califo'nia. Massachusetts,
or Michigan would be satisfied with the appraisal of a GI loan in South
Carolina, Texas, or Minnesota and have confidence that the appraisal
meets their standard requirements for mortgage loans.

I am in favor of the transfer of the Home Loan Section to the FHA.
This recommendation is based entirely upon their experience. and
record over the period of years which this Government agency has
operated. I suggest the creation of a new title to the FHA Act for
the exclusive handling of GI loans. For instance, we will call this
section title VII, and it should be modeled along the same lines as
title VI which was created for war housing. The standards, regula-
tions, and administrative rules could be drawn to apply and fit the
needs of the veterans in financing their homes and farms. The FHA
have an organization with branch offices which covers the entire coun-
try, and I believe that they have facilities to operate in every county
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of the United States. This is a much broader and more comprehensive
Organization than any other Government department, and they have
l'ersoiniel already y trained and equipped to handle these loans.

The statement which has been made many tiles before Congress
And in meetings to the effect that the FHA only covers one-third of
the country needs clarification. When this statement was made, it
wa., intended to state that the FHA eould only make loans on one-
third of the hioies in the United States. This condition exists due
to the high standards which the FHA has required under title II. For
the reason of high standards and subdivision requirements, it is true
that only (ne-thilrd*of the existing homes are eligible for insurance
under FHA title I1. In creating a new title VII. the Congress could
sp -ify and fit the standards for veterans which would apply to all
homes. and since the FHA covers the entire country geographically,
the veterans would then have a unified appraisal system and facilities
in every community and county.

The investment of funds of most financial institutions are either
legulated by National or State laws, and most institutions are per-
nitted by law to invest their funds, in FHA loans. Therefore, the
irai -fer t o this agency would make these loans eligible for investment
by most banks, insurance companies, building and loan associations,
and trust funds. The American Bankers Association have testified
that their institutions have $170,000,000100() in assets, the insurance
companiess have approximately $41,530,419,00() in assets, the mutual
savings banks have approximately $17,000,000,000 in assets. It is only
fair and equitable to the veterans for Congress to legislate so that all
of the above institutions will be eligible to purchase and invest their
funds in (I loans.

If the alve companies have authority and if the provisions of the
act are drawn making these loans eligible for investment by all finan-
.ial institutions, then an automatic demand will be created for these

loans, an(l tme ,riginators and underwriters of these loans will com-
I'ete with each other and. thereby, the veteran will be able to secure
better terms and better advice at a lower cost.

If the Congress do,,s not decide to transfer the Home Loan Section
(if this bill to time FHA. then we recommend the creation of a home
lo0an section within the Veterans' Administration similar to the FHA
' , siein which is a 100 percent guaranty. I believe that the experience

of the Home Owners' Loan Corporation and the FHA in handling
100 percent guaranties has resulted and will result in the future in less
loss to the governmentt than a partial guaranty which becomes a sec-
( idary lien. The Government is then in a position to liquidate any
l)roperty resuiltiuig from default anl foreclo+sure at a favorable time
andl market and at a loss considerably less than the payments which
will I)e niade under a partial and secondary guaranty.

I thank you.
Senator JoHNsoN. We thank you, sir.
Does anvoie else desire to make a statement?
if not, I declare the hearing closed.
Before doing so, however, I wish to ask permission of the other

members of the committee to insert in the record any statements
which may belatedly come in after the hearing is closed.

(Whereupon, the subcommittee adjourned.)
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(The following communications were later received for the reord:)
WASHINOTON, D. C., October 12, 1945.Senator EDwIN', C. JOHNSON,

Senate Offce Building:
I am president of Capitol Radio Engineering Institute, Washington, D. C.,

president of National Council of Technical Schools, vice president of National
Home Study Council, and member of the technical institute committee of Engi-
neers Council for Professional Development. In ,all of these capacities I wish
to protest the type of testimony submitted by certain representatives of the
college groups against the use of correspondence courses in the training of
veterans under Public Law 346. My own school has offered advanced home-
study courses in practical radio engineering since 1927. Its instruction mate-
rial is used officially by the United States Navy, the United States Coast Guard,
the United States Maritime Service, the Veterans' Administration under Public
Law 16, and the Canadian -Broadcasting Corporation. These Goverwment agen-
cies use our courses in the training of thousands of men because comparable
specialized corn ses are not available through the extension divisions of the col-
leges and universities. In the action recently taken by Engineers Council for
Professional Development, which is the accrediting agency for the engineering
colleges, in the formation of a technical institute division to accredit the technical
institutes, correspondence courses are eligible for accrediting on the same basis
as residence courses and no distinction is made between private schools and
those operating from public funds.

The correspondence schools of this country have made sound practical voca-
tional upgrading training available to millions of men and women over a
period in excess of 50 years. Private technical schools did a magnificent job
during tihe war for the military services. My own institute offers both cor-
respondence and residence training and is now training veterans in its residence
school. It is receiving many demands for home-study training under Public
Law 346. I respectfully request that this telegram be placed in the record of
the hearing on amendments to the GI bill and that you use your influence
against dscrimination against the private correspondence schools and in favor
of the thousands of veterans who wish to take this type of vocational training.

E. H. RIErZKE,
President, Capitol Radio Engineering Institute.

REGULAR VETERANS ASSOCIATION,
Washingtoa 5, D. C., October 12, 1945.

The SENATE COMMITTEE ON FINANCE,
Senate Office Building, Washington, D. C.

(Attention Mr. Ralph Frederick, Secretary.)
GENTLEMEN: It was not possible for Commander William M. Flood to attend

the hearings of your committee regarding amendments to that portion of the
so-called GI bill of rights which has to do with loans to veterans. He will be
out of town until Monday, October 15.

Inasmuch as he could not attend the hearing personally, Commander Floyd
asked me to write this letter to the committee, stating the stand of the Regular
Veterans Association and requesting that it be made a part of the record of the
hearing for the consideration of the (obimittee. •

It is our opinion, based upon the many hundreds of letters we have received,
that the loan proviisons of the (I bill cannot be made effective to a great
many veterans who are in need of the funds but who (cannot qualify for loan
under the present laws and regulations. It was not the intent of the law to
deny veterans the benefits of the loan privilege, but the manner in which this
privilege has to be worked out under the law denies benefits to many veterans
who are deserving but who do not have the security demanded by those to whom
they apply for loans.

We strongly recommend that H. R. 127, or its companion bill, H. R. 1176, be
substituted for the loan privileges of the GI bill. I am enclosing a copy of H.
R. 1176 for your consideration. The adjusted-service pay, properly administered,
would provide all veterans of this war with the security that they deserve. By
a simple method of showing their need for the funds provided by H. R. 1176,
they could secure proportionate amounts necessary to carry them over or to

77877-45- 24
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establish a business without the difficulty of applying through regular business
channels and through business methods.

It is requested that legislation be enacted to this effect and that this letter
be made a part of the record of the hearing of your committee.

We believe that, under any conditions, the veterans of the present war should
be given the greatest consideration in rehabilitation, regardless of the demands
of labor or any other considerations, in their return to civilian life with a se-
curity guaranteed by the National Government.

Your courtesy in entering this opinion into the record will be highly ap-
preciated.

Very sincerely yours,
VICTOR E. DEVEREAUX.

National Service Officer.

ST. LOUis UNIVERSITY SCHOOL OF MEDICINE,

St. Louis, Ma., October 13, 1945.
Hon. EDWARD JOHNSON,

Washington., D. G.

DEAR SENATOR JOHNSON: It pleased me greatly to have heard from Mr. Ralph
Frederick, clerk of the Senate Finance Committee, that you are willing to accept
for inclusion in the record of hearings on the GI bill a statement on behalf of the
committee on postwar medical service of the American Medical Association.

The committee on postwar medical service represents important organizations,
both voluntary and official, engaged in health work, and all through the war has
maintained active contacts with governmental and nongovernmental agencies in
the furtherance of the war aims. One of the subcommittees has been interested
for several years in veteran affairs and has cooperated actively with the Veterans'
Administration in the diffusion of pertinent information and suggestions to the
physicians and dentists of the country, to the hospital associations, to nursing
organizations ,to legislative bodies, to the governors of our States, and to many
other agencies. The transactions of all the subcommittees of the committee are
published in the Journal of the American .Medical Association, though the com-
mittee is, strictly speaking, not a committee of the association.

The subcommittee, which has been voted power to speak for the committee, will
meet on October 19. After getting information about the hearings, our subcom-
mittee attempted to call a meeting at an earlier'date. It is unnecessary to tell
you that physicians are not always able to shift important appointments on short
notice and it was for this reason that I requested you to permit the inclusion of
our report as an appendix to your hearings even though your hearings may be
discontinued by the time our report is ready.

I thank you very sincerely for the courtesy which you have shown us by
expressing your readiness to receive our report. It may well be that our report
will arrive on October 20 since it cannot leave Chicago before the evening of the
19th. I hope, however, that this slight delay over the period granted us may not
prove too great an inconvenience to you.

Assuring you on behalf of the groups interested in medical education that
your efforts to better and to improve the benefits to our veterans, inclusive of our
physician veterans, under the GI bill of rights are deeplyappreciated by the
medical profession, and with my personal thanks and regards,

Very sincerely yours, ALPHONSE At. SCHWITALLA, S. J.

UNITED STATES SENATE,

October 20, 19415.
Hon. WALTER F. GEORGE,

United States Senator, Chairman, Senate Committee on Finance,
Washington, D. C.

MY DEAR SENATOR GEORGE: This is in reference to S. 866 which I sponsored
in the hope that the provisions in the Servicemen's Readjustment Act that are
proper to the subject would be extended on behalf of the widows of those who
gave their lives in the war.

The bill would amend title 1 of the act of 1944 by adding a section which pro-
vides that where one in service has died or dies as a result of personal injury
sustained, or of disease contracted, or of injury or disease aggravated in line of
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duty during the period between September 16, 1940, and the end of the war, the
widow shall be eligible for benefits under the act to the same extent as would
inure to the veteran if he were living and qualified for those benefits. Widows
who remarry would not so benefit, except that loans guaranteed under the act
and made prior to the remarriage would not be disaffected.

It would be greatly appreciated if you would transmit my sentiments in this
regard to the committee which is working on amendments, and I would be gratified
to have this letter become a part of the record.

In my opinion these widows, whose number is relatively small, deserve the
utmost in aid, particularly if they have dependents. In this regard, the act
needs amending.

One of the most important features of S. 866 is that it would make available
to widows the same chances for education and retraining their young husbands
would have had, had they lived and returned to avail themselves of the oppor-
tunities for getting a home or farm, or of entering into business.

True, some 90 percent of the servicemen had applied for the maximum $10,000
in national service life insurance. But 5 percent took out insurance only of from
$1,000 to $3,000 in such insurance, disregarding advice to take more; and another
5 percent made no application whatsoever for such insurance.

If a widow had two children and happened to be without insurance, the case
would be grave. But supposing a widow were under 30, and had three children.
protected by the maximum insurance.

She gets a pension, and insurance payments. She cannot get the $10,000 in
a lump sum, of course. Her monthly income on that insurance is $5.51 for each
$1,000. Since in this case she is the beneficiary of a $10,000 policy, she gets a
maximum $55.10 each month. She also gets a pension of $65 a month for her-
self and the.first child, plus $13 for each additional child; or $91 in the ease of
our young widow with three children. Her income is $146.10 for herself and
her family. She has a reserve of $35.50 for each member of that family, little
enough, but only that high because she was fortunate in having the maximum in
insurance.

Had her husband been alive, he would be entitled to the year's refresher course
in education regardless of his age. If he was under 25 when he entered service,
he could get another 3 years of education or an approved college term; $500 per
school year, and $75 in monthly subsistence for himself and his family. His
widow has no such chance.

The need exists today. A Seattle woman who wrote to me had heard that the
GI bill provided for the refinancing of homes. Her husband was lost when a
German torpedo struck the destroyer to which he was assigned. Her pension is
$65 a month. She is buying a home, paying $48 on it, and is making an effort
to support their 2-year-old child on the balance. I had to tell her that present
legislation provides no such security for her. The attached letter is another case
in point.

The inequity for widows and children whose disallowance results solely from
the circumstance that a husband and father was lost in service to his country
is self-evident. Those in the War and Navy Departments with whom I have
talked believe there is justice in such an amendment.

I would appreciate your consideration and that of the committee. In the event
there is further information which should be a part of your deliberation, I will
be glad to do what I can in obtaining it.

Very truly yours,
WARREN G. MAaNUSON, U. S. S.

VETERANS PLACEMENT IERVICIE BOARD,

VETERANs EMPLOYMENT SERVICE,
Phoenix, Ariz., September 26, 1945.Hon. Cxm.L H-AYDEN,

United States Senate, Washington, D. C.
My DAB SENATOR HAYDEN: My attention has been called to the fact that in

H. R. 3749, having for its purpose the amendment of the Servicemen's Readjust-
ment Act, section 505 (b) has been eliminated. Section 505 (b) of that act was
that section which made a veteran eligible under the Bankhead-Jones Farm Ten-
ant Act to borrow from the PSA on the same basis as a farm tenant.

Whether this omission was intentional or not, I am not aware, but I do know
that it will eliminate an opportunity for veterans in Arizona which will not be
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provided at all under the regular farm provisions of the (II bill, because under a
farm-ownership loan (FSA) a veteran might borrow up to $12,000, and certainly
on $12.000, or even any major proportion of that amount, could start a supporting
farm operation here in Arizona. whereas it is highly unlikely that many veterans
can float a loan under the normal provisions of the GI bill adequate to start a
successful farm operation.

I hope that the Senate will see fit to return this provision of the original Serviee.
men's Readjustment Act to the body of H. R. .3749 before its final passage.

Sincerely.
W. C. SAWYER.

VItcran.s Eniployment Reprcscn tati(e for Arizona.

KANSAS CITY. MO., October 17, 19-J5.
Senator EDWARD C. JOHNSON,

Senate Offi'c Building. 11'vsliingfon, D. C..
DEAR SIR: Regarding the Servicemen's Readjustment Act of 1944, as same con-

cerns the officer-veteran, said act should be amended so that real-estate loans,
(obligations could be made prior to obtaining discharge while on terminal-leave
period subject to honorable discharge. These ,fliers are deprived of contracting
for homes during said terminal-leave period. We are making a large volume of
veterans" loans, and many men have been handicapped in this way. Thanks for
the cooperation that has been given.

Very truly yours,
R. L. WiLLs & Co.

A STATEMENT OF THE SUBCOMMITTEE ON EDUCATION OF PHYSICIAN VETERANS OF

THE (OMMIrTIEE ON POSTWAR, MEDICAL SERVICE

1. THE COMMITTEE ON POSTWAR MEDICAL SERVICE

The Subcommittee on Education of Physician Veterans of the Committee on
Postwar Medical Service has given study to the provisions of H. R. 3749, an act
:imeriding I'ublic Law 34G. Seventy-eighth ('oigress. and respectfully requests
that a number of amendments le presented which will insure the application
of the provisi,,ns of the new law to the education of physician veterans.

The Committee on Postwar Medical Service was organized approximately in
the middle of the war to prepare for the lpostwar solution of the Nation's health
pi,,blems. The committee is formed of representatives of the American Medical
Association,. the American ('Cllege of Physicians. the American C(ollege of Sur-
gcons. the three national hospital associations (the American Hospital Associa-
titin, the Anierican Protestant Hospital Association, and the Catho lic Hospital
Assoiation), and eight of the national agelilcies in the health field, together with
representatives of the Army. the Navy, the Public Health Service, and a number
of other G,,vermnent agencies interested in the national health. The sub-
commmittee on education of physician vet erans (if the committee just describpl
reports to the general committee. At the present time the subcommittee is made
up of Dr. Frederick A. ('oller, professor of surgery at the University (if Michigan,
I Dr. Victor A. Jdhnson, secretary, Cmncil oin Medical Education and1 IltslIitals of
the American Medical Association, and Alphonse 1M. Schwitalla. S. J., dean,
St. Louis University School of Medicine and president of the Catholic Hospital
Associal ion.

The (',pjimittee on Postwar Medical Service lays claim to complete competence
in representing the views of the various agencies whose representatives partici-
pate in the conjmitt-e's activities. It may well lie said, therefore, that this
committee expresses the viewpoilits of by far the larger percentage of the
agencies and organizations interesteI in the Nation's health (are. The Comlmittee
on Postwar Me',lical Service desires to restrict its comments on H. R. 3749. the
Servicemen's Readjustment Act (of 1945 to title II, chapter 4, Education of
veterans of the act (p. 11 of the bill as printed). With reference to this section
the committee finds that the legislation proposed in the act needs clarification,
further definition, or amendment with reference to (a) the recognition of the
hospital as an educational institution for the education of residents; (b) the

recognition of the resident as a student of medicine, rather than only as a
professional person giving service to the hospital or to the patients in the hospital.
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1I. THE HOSPITAL AS AN EDUCATIONAL. INSTITUTION

The Committee o Postwar Medical Service assumes that it is the Intention of
Public Law 346 or its future substitute to facilitate the education of returning
veterans inclusive of professional persons to whatever extent may be reasonable
and conducive to) the best interests nitt only of the veterans but also of tb Nation.
It is further assumed that it is the intention of this legislation to extend the
facilities to the largest possible degree, again within the intent of Congress and
within the limits of available finances. Hence, within the intent of the law, the
physician veteran deserves the sanip consideratiom as any other veteran.

Congress has provided that the veteran who is eligible for and entitled to educa-
timi or training may obtain it "at any approved e(lucational or training institu-
tion" (par. 3. p. 13, line 24). In defining the term "educational 4or raining
institutions," paragraph 11 extends the meaning to a large number (if vastly
diverse kinds of institutions inclusive of public or private, elementary, s-'ondar,,
and other scho(ls furnishing education for adults, business colleges awl scho(,ls,correspondence schoolIs, scientific and technical institutions, colleges, junior
colleges, teachers' c(lleges, normal schools, professional schools, universities s.and Eother educational institutions which provide apprenticeship or other types (of
training on the job. III other words, it seems that the intent of the law is to
Permit the greatest possible flexibility in its application so that each veteran maylie able readily to utilize the kind of educational opportunity which) best fits his
needs or his choice.

It should be noted that physician veterans must seek their education, if they
choose to supplement their studies after having obtained the M. D. degree, byentering an institution which is no~t mentioned in this list, comprehensive as thislist seems to be. The physician veteran inust seek his further education in alos)ital, and it is to be regretted that the tern "hospital," iodilled, if thought
necessary, by such words as "approved" or "recognized." should have been omitted
li'ei paragraph 11 of the act.

With reference to this part of the act, "hospitals" may be distinguished intotw, ('lasses: (a) Those which are under university control and (b) those which
are not under university control. Of the first kind, there are many diverse(classes, but they all have this in comInon: That, to a greater or less degree. a
university ElI' school of medicine participates in their administration, and makesitself responsible for the quality of the servicee given, for the appointnents and
the ptr'fessiunal activities of the members of the staff, and for the excellence
of the educational activities which are pursued by various cla ses of students in
such hospitals. The second class of hospitals are those which have no immediate
relationship to an educational institution, and which conduct such activities as
ire characteristic of a hospital under the authority of a board of trustees. It

sh,)til be emphasized here that in this particular statemeIet there is no question
of a group of institntioms designatedd as pr'prietary hospitals, 1),It )lly (of hs-pitals "or-ganized not for pr(ifit," or. as they are more briefly callidl, "nonprofit
hoI)spitals."

In its effort to Provide adequatE, educational o')po'tunitie. for physician veter-
ans, the Council (on MlcdiE'al Edu(.ati ,n and t"Tit Ils has, fir lie last 2 years
conducted an intellsiVe eulicti(ional Eauipai.ni, requesting that lhos(, hospitals
which call possil3y ssume the l'esp1sibility, should offer what are 'alleolIsi;deIcies,',4) that the great test p(issil)le nuinber of such positiins might be
made available to the returning physician veteran. Prior to, this 'ampaignr, there
were listed aIs approved resideies ill the hospitals approximately 5,100 suchE'b
1)Eisitiois. AftEr the appeal for the opening g of more (of these rI'si-hdeIies becameeffective, no fewer than 7,C(66 (of these positions are t presift available.

A ilesid ,v is a positi in mi approved h0sl)ital, to'cupied by a physician
Whiol, after his grad(uatim1 from a ('ho0)l f Ile'liCi,e and after tie conipletii
of a 1 (or 2 years'" internship. desires to pursue his medical studies for anadhlitinal period (if from 1 to 3 years (or even lornger', either because lie wishes
to prepre himself better for' g~'~eral practice or because le wishes to prepare
himself for specialization. During the residency the physician receives a noder-
ate stipend or rather an "honorarium," and generally there is little relatio(ishipi
between the amount he receives and the duties he assumes. His chief care is

During the war period internships for deferred medical officers of the Army and Navy
have been restricted to periods of 9 months.
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his education, which he obtains by studying and giving his expert attention
to his patients.

It must be emphasized that the opening of such residencies Is a seriQus re-
sponsibility for the hospital. The hospital must provide a teaching staff; it
must, in most instances, provide housing facilities; it must make itself respon-
sible for the development of a curriculum, and for providing continuing and
expert supervision of the resident. It must also give evidence that it can
supply the requisite laboratory and library facilities, and, in default of such
facilities, that it is able and willing to develop the require(] kinds of library
and laboratory facilities. It must give evidence that it has a patient census.
sufficiently large to afford to the resident a diversified and sufficiently volu-
uinous experience to enable the resident to profit professionally by his con-
tact with these patients. It must at the same time develop contacts with re-
lated professions such as those of nursing, laboratory, technology, etc., to in-
sure medical care of sufficient excellence to be recognized as a real educational
opportunity. All of this is important. because the resident presents the expe-
rience in the hospital as evidence of his own competence, which he offers to ex-
amining bodies, in the various medical specialties, and on the basis of which
his eligibility for taking the final examinations of these boards is determined.

All of this definitely indicates that any hospital which has developed resi-
dencies and is willing to accept residents must necessarily be an educational
institution. It seems unnecessary to amplify this thought further, but, if further
amplification is needed, it should be recalled that the modern hospital of today
educates and prepares for professional qualification such persons as nurses,
laboratory technicians, medical record librarians, hospital administrators, radio-
logic technologists, physical-therapy technologists, occupational therapists, dieti-
tians, medical social workers, besides physicians, both general practitioners and
specialists.

Another line of evidence to show that the hospital is an educational institution
is afforded by the function which the hospital serves in preparing the physician
who has graduated for the practice of medicine. As is well known, a physician
who graduates from a school of medicine, even if it is an approved school of
medicine, is not by that very fact alone entitled to practice medicine. He must
be licensed by the State to practice. Before such licensure is given, or in connec-
tion with it, several of our States require that the graduate in medicine should
have served a year's internship in an approved hospital. Even in those States in
which this is not legally defined, the graduate in medicine does serve the intern-
ship because it is recognized that the education of a doctor can be rounded out
and completed only by such educational experiences as he obtains in the hospital
under professional tutorship and supervision. These facts are here stated to show
that a hospital, as understood by the medical profession, is an educational agency
even when it is not connected with a university, and, therefore, should have been
appropriately listed with the numerous kinds of educational agencies mentioned
in No. 11 of section 400, chapter 4, title II of H. R. 3749 (p. 18).

One other point must be mentioned as confirmatory of the position here taken.
The residencies are subject to review by an appropirate educational approving
and evaluating agency. The Council of Medical E'lucation and Hospitals of the
American Medical Association maintains a list of approved residencies. It has
requirements for residencies. Only those residencies in various hospitals concern-
ing which evidence is regarded as satisfactory that they represent sound educa-
tional opportunities, are approved. The approval is given on the basis of the
hospital's compliance with published requirements for approval. The appropriate
paragraph among the requirements reads as follows:

"The effectiveness of a residency or fellowship program depends largely on the
quality of medical supervision and teaching. It is important, therefore, that
methods of instruction be employed which are best suited to the special field.
Emphasis should be placed on beside instruction, teaching rounds, departmental
meetings or seminars, clinical pathologic conferences, demonstrations, and lec-
tures. The review of medical literature is an essential feature of residency
training. Likewise the study of basic sciences as required by specialty boards
should be integrated with the clinical experience. In the operative divisions it Is
desirable that facilities be available for anatomic dissection and experimental
surgery on animals or on the cadaver. Additional requirements apply to graduate
courses leading to advanced degrees."
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IIl. TIE VETERAN PHYSICIAN AS A GRADUATE STUDENT OF MFKDIClNE

The returning physician who has served in the armed forces, and who now

prepares to return to civil life, regards himself as entitled to all the benefits which

the Government is offering to other veterans. The physician, therefore, requests

opportunities for his further education. Various classes of veterans must here

be considered: (a) The physician who has been called to the armed forces

immediately subsequent to his graduation and (b) the physician who has been

called out of his private practice into the armed services, after the lapse of

various numbers of years subsequent to the completion of his internship.
Both of these classes of physicians have already manifested1 their desire to

request for themselves, after their discharge from the service, further educational
opportunities for their professional development: The young man just finishing
his internship, because he knows that his education as a physician is not suf-
ficiently far advanced to enable him to go into medical practice. or because he has
the ambition to become a specialist in any one of the numerous branches of
medical specializations; the physician veteran who was called to the colors from
his practice, because he knows that during the period of his stay in the Army
medicine has progressed literally enormously and he himself has not been able
to participate, while in the military service, through study, in applying the new
discoveries and the new methods to the patients of whom he will take charge.
In other words, practically all physicians leaving the services of the armed
forces will desire additional educational opportunities. In a recent study of
physicians in the various theaters of operation, only 20 percent indicated that
they would not seek additional educational opportunities after discharge. Some
of the physicians, approximately 20 percent, will content themselves with refresher
courses of varying periods of length, ranging from 3 weeks to 1 year. A larger
percentage, however, probably as many as 60 percent. will desire a longer educa-
tional experience, many of them seeking sucli opportunities as a residency in a
recognized hospital alone can afford.

With reference to the younger physician veterans, that Is, the physician veteran
who has never had an opportunity to serve as a resident, these men are, or will
be, between 24 and 35 years of age at the time of separation from the armed
services. There will be no question about their eligibility on the basis of age for
GI benefits, nor will there be any question about establishing the fact that their
service in the armed forces has interrupted their educational development. With
reference to the other group, however, that is, the men who have been in private
practice prior to their experience in the armed forces, these men are for the
most part above 30 years of age. They have already experienced the earning
of a livelihood by their practice, and the question might arise as to whether or
not they are eligible for GI benefits. It has been said that they exceed the age
limit set for GI benefits and that their education cannot be said to have been
interrupted. With reference to these opinions it must be emphatically stated
that there should be eliminated from the Servicemen's Readjustment Act in
favor of the physician veteran all limitations of eligibility arising from the non-
interruption of his education. It must be recognized that among the professions
or even, more broadly, among the occupations, physicians are in a unique posi-
tion. A physician's education is never complete. None of the other learned
professions make the same demand for continuous education upon their mem-
bers as does the medical profession. Constant attendance at medical society
meetings and at hospital staff meetings and at clinical pathological conferences
and at State and national association meetings and at meetings of the various
specialists Is urged upon the doctor. Many of the physicians in the armed serv-
ices have insisted that they have felt themselves "slipping" in their medical
practice by reason of their services in the Army. It must be remembered that
only a relatively small percentage of the physicians have been employed in
actual medical services, at least in the services comparable to those performed
by them as civilians. A large percentage of the physicians in the armed service
were necessarily performing administrative duties, and these especially consider
themselves not fit to return to their civilian practice, whether as private phy-
sicians or as teachers, without periods of additional study.

In view of the foregoing, it is strongly urged that specific mention should be
made In the amended bill to insure educational opportunities to the physician
veterans. It Is the desire of a large number of the medical profession that these
provisions should not be prescribed only in rules and regulations, but that they
should be definitely embodied in the law, so that the group of veterans from whom
the country desires to derive one of the greatest benefits, after their demobiliza-
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tion, the benefit of national health, should not be slighted ini enjoying liberal and
even generous opportunities in fitting themselves for the postwar needs of our
Nation.

The foregoing shows that the veteran physician who is appointed to a residency
in a hospital, whether it be under university auspices or not, is expecting to live
the life of a student and, hence, is entitled to receive not only payments for his
board and lodging but also payments for his tuition. It now remains to point out
to what extent the resident is a student. It is true he takes care of patients.
It is also true that the hospital that employs the resident cannot get along without
him, or can get along without him only with the utmost difficulty, as it did during
the war, but primarily and by far most importantly the resident safeguards his
own education" This is not merely an apprenticeship training and on-the-job
experience, but is in reality an educational opportunity as already mentioned
several times in the course of this discussion. The resident participates in all
of the hospital staff activities and not merely in the care of patients: In the staff
meetings, in the history meetings, in the clinical pathological conferences, in the
research activities of the staff members, in bedside instruction, and in other
similar scheduled and formal educational activities. Most important, however,
from the viewpoint of the development of the physician, the resident derives
lentfit from the discussion of the patient's condition, when he accompanies the
physician to the bedside and talks over with his superior medical officer the condi-
tion of the patient. This is the accepted form of medical teaching on the graduate
level, and despite Its similarity in method, cannot be considered comparable, for
example, to the development of skills by the apprentice under the tutelage (if the
master mechanic. Classroom activities are and must be reducible to a minimum
in the postgraduate instruction of the physician. His experience is in n#) sense a
mere apprenticeship experience since, while both the residency and on-the-job
training may be defined as "learning by doing," there are enormous differences,
each one of which might take considerable time to describe and discuss. On-the-
job training requires a minimum of theory. The development of- success in such
training is proportionate to the time spent in it, the attention given to it, and to
the aptitude which the apprentice brings to the training. The production pace in
industry has a definite relationship to on-the-job training, since (be production
pace of the apprentice varies up to a peak limited only by the physical .apacity.
sUmiIarly, the value to the employer of the apprentice's serviceA increases with the
duration of his training, and, hence, too, the income to the apprentice increases
proportionately to the time that he devotes to his preparation.

If, by way of contrast, we turn to the residency in a hospital, we find that the
resident brings to his residency not minimal theory but theory in the basic biologi-
cal and chemical sciences, gained through not less than from 7 to 9 years of school-
ing subsequent to his graduation from the high school. The mere increase in skill
is not a requirement for the success as a resident but increase in aptitude, in
judgment, in all of those intangible characteristics which make the difference be-
tween a valuable and a useless physician. Productivity of the resident or his
efficiency is not measured In terms of the number of patients lie has or sees, or
even the number of patients whom he makes well or in whose improvement he
assists, but the success is measured chiefly in terms of insight, human under-
standiug, the psychological approach to the patient, his technical and professional
knowledge, his research ability, and ever so many other traits that can scarcely
be described In a brief statement. Moreover. there is no relationship between the
financial income of the resident and his growth in competence, or even his growth
in profe ssional skills. To state the matter briefly, Income to the physician and
growth in competence have no relationship one with the other. and. hence, prepa-
ration for the physician's practice cannot be comparable to the on-the-Job train-
ing of an apprentice for a trade mr for a position in industry. The preparation of
the physician for his practice, either as a general practitioner or as a specialist, is
essentially study for his own development rather than mechanical and routine
activity benefiting his employer.

Many of the hospitals of the country, not only the university hospitals but
others, as has already been Intijnated, have already created new positions as resi-
dents to assist in the education of the returning veteran physician. Many have
doubled the number of their residences at considerable expense to themselves and
at the cost of great sacrifices by the members of their staffs. It would seem, there-
fore, that these institutions should be entitled to the designation of educational
Institutions within he meaning of the Servicemen's Readjustment Act. Authori-
ties are not wanting through whose assistance a truly educational program for
the veteran physician can be guaranteed. The program followed does not directly



AMEND SERVICEMEN'S READJUSTMENT ACT OF 1944 371

benefit the hospital, but rather the physician student. It would seem, therefore,
that all the elements are present in this situation to justify the payment of a
tuition fee by the Veterans' Administration for the education of the physician
veteran. Moreover, it would seem that, since the hospitals have undertaken addi-
tional responsibilities in this education, a tuition fee should be allowed for the
education of the physician veteran, even though, previous to the war, the hospital
has not charged a tuition fee. And, finally, a tuition fee is Justified for the educa-
tion of the physician veteran, even it the hospital does not charge a comparable
tuition fee from nonveteran civilian residents. If it Is kept in mind that the hos-
pital has always regarded it as its responsibility to provide for the education of
the physician and that at the present time the Veterans' Administration imme-
diately makes the claim that it desires to finance the progressive education of the
veteran, there can be no doubt but that a different policy for defraying the ex-
penses of the physician veteran and the physician nouveteran is entirely justified.

IV. REQUESTED AMENDMENTS

In view of the preceding considerations, the Committee on the Postwar Medical
Service considers itself justified in requesting a number of amendments to H. R.
3749:

1. That there be introduced into the act, in whatever places it seems neces-
sary, the provision that hospitals, approved for residencies by the Council on
Medical Education and Hospitals, be declared elir'ible to receive tuition payments
for their education of assistant residents and residents, and, where necessary,
interns, when such hospitals can demonstrate that such education involves the
expenditure of hospital funds; that this payment should be niade, even if the
hospital is at the same time employing nonveteran civilian physicians without
charging them tuition, and even if the hospital has never in the past made a tuition
charge for such education.

2. That physician veterans, otherwise eligible to receive the benefits provided
by the Servicemen's Readjustment Act of 1945, should be considered and de-
clared to be "students" for the purposes of the act, while they are acting as house
ciflicers or assistant residents or residents in a properly approved hospital which
has submitted l evidence of the soundness of Its educational program, and which
has been approved by due processes by the Council on Medical Education and
Hospitals: this status as "student" in no way contravening this student's right
to an honorarium paid to him by the hospital in which he receives his educa-
tion nor his right to full maintenance benefits as provided in the act, even
though the hospital, under certain conditions and in certain situations, requires
him in the fnIlfillnent of his educational program toi live within the hosllital
and to receive from the hospital his entire or his partial board; provided that
the total value of the benefits under the Servicemen's Readjustment Act, to-
gether with the hospital stipend, inclusive of room and/or board, do not excel
the usual salary or income from practice for a physician beginning the practice
of medicine.

3. That all physician veterans be declared eligible for the educational litnefits
conferred by the act, whatever may be their age, and even though they have
been holders of the M. D. degree for years, since many holding such a degree
are. by reason of their service with the armed forces, less qualified for the civilian
practice of medicine, and many others have been deprived, by their service with
the varied forces, of opportunities for securing that degree of educatioti which
wo,ild qualify the physician as a specialist, particularly since specialists in mnedi-
cine have been prepared In vanishingly small numbers during the last 4 years,
toi the highly probable detriment of the Nation's health.

4. That when a ihysiclan veteran chooses to follow a short-term general
refresher course or a short-term course in some special phase of medical prac-
tice, general or specialist, the Veterans' Administration be required to pay tui-
tion for such a course to the institution in which it is taken, not on a pro-
rated time basis, but on the basis of the equal and usual charge which the edu-
cational Institution customarily assesses or assessesofor this particular course,
against nonveteran civilian students.

5. That a special declaration be included in the act permitting discharged
medical officers during their terminal leave to begin their medical studl's even
before the expiration of their leave, provided that they be considered eligible
for veterans' benefits Immediately upon expiration of their terminal leave or
their discharge.


