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NATIONAL SERVICE LIFE INSURANCE BENEFITS

TUESDAY, DECEMBER 16, 1941

UNITED STATES SENATE,
SuscoMyITTEE ON VETERANS’ LEGISLATION
or riie ComMrTter oON FINANCE,
Washington, D.C.

The subcommittee met at 3:15 p. m,, pursuant to call, in the
Finance Committee room, 314 Senate Office Building, Senator Ben-
nett Champ Clark ;chuirmnn of the subcommittm? presiding,

Senator Crark. The committee will come to order,

The subcommittee has before it this afternoon H, R. 6219, which
passed the House on yesterday, and also a bill, H. R. 6218, which has
not passed the Iouse, but which has been introduced in the Senate
today and referred to the subcommittee in order that the bill might be
given to the committee. This Senate bill has not been given a
number as yet, and that will have to be supplied for the record later.
('The bill became S. 2136).

(H. R. 6219 and 8. 2136 are as follows:)

[H. R. 6210, 77th Cong., 18t sess.|
AN ACT 7To extend the provisions of sectlon 02 (a) of the National Service Lifo

Insurance Act of 1940 to personnel on active duty in the Army, Navy, Marine Corps,
and Coast Guard

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress asembled, That notwithstanding the limitatlon in section
602 (n) of the Nattonui Service Life Insurance Act of 1040 upon the time within
which applicatlons for national service lfe insurance may be made, personnel on
active duty prior to the enactment of this Act, in the Army, Navy, Marine Corpy,
and Const Guard, shall be granted insurance under such section without further
medical examination if application therefor {s flled within one hundred and
twenty days after the date of enactment of this Act. '

Passed the House of Representatives December 185, 1941,

Attest:

SovTH TRiMBLE, Clerk.

(8, 2130, T7th Cong., 1t Ress. |

A BILL To grant automatie Natlonal Service lite insurance benefits to dependents of
recently decensed members of the armed services of the United States and to extend
the time limit for filing applications for said insurance,

Be it cnacted by the Senate and Houze of Representalives of the United
States of America in Congress assembled, That Section 602 () of the Natfonal
Service Life Insurance Act of 1040 is hereby amended to rend ag follows:

“(d) Any person who has been commissioned, or examined, accepted, and
enrolled in the active service and Is In such active service on the date of enact-
ment of this amendatory Act shall be granted such insurance upon application
therefor in writing (made within one hundred and twenty days after the date
of ennctinent of thix amendatory Act and before discharge or resignation from
such active service), and upon payment of premiuing without medleal examina-
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2 NATIONAL SERVICE LIFE INSURANCE BENEFITS

tion; Provided, ‘Fhat any person in the active service on or after October 17,
1041, who, while in such service and before the expiration of one hundred and
twenty days from and after the date of this amendatory Act, dies or has died,
without having applied for insurance in the amount of at least §$5,000, shall
bhe deemed to have upplied for and to have been granted insurance in the sum
of $5,000 payable in monthly installments of $5 per $1,000 insurance each to his
wife from the time of hig death and during hier widowhood, or to his child, or
dependent mother or father, if any, while they survive him: Provided further,
That not more than two hundred and forty of such monihly fnstallments shall
be so pald: Provided further, That any person in the armed forees of the United
States, who has, or may, become totally disabled while in active service in line
of duty at any time during the period beginning October 17, 1941, and ending
on the one hundred and twentieth day after the date of enactment of this
amendatory Act will be considered to have pald premiums on not less than §5,000
Nutional Service life imsurance up to the dnte of beginning of total disability
and premiums thereon will be waived throughout the period of continwous total
disability.”

Senator Crarx. These two bills have to do with the extension of the
provisions of section 602 (a) of the National Service Life Insurance
Act of 1940 to personnel on active duty in the Army, Navy, Marine
Corps, and Coast Guard.

The subcommittes will undertake to hold hearings and make a record
this afternoon for the purpose of reporting to the full committee at o
meeting in the morning,

The Veterans’ Administration has not had the opportunity to report
to this committee on either of these bills or an identical Senate Lill.
I understand that the Veterans’ Administration did report to the
Committee on Ways and Means of the House on H. R. 5863, a bill
identical with H. R. 06219, except that the former does not include
the Army within its provisions. A copy of that report will be
inserted in the record at this point, with the explanation that while
the Bureau of the Budget was unable to report to the Veterans
Administration as to whether the ]i%'oposed legislation would be in
accord with the program of the President, 1t advised that there
would be no objection to the Veterans’ Administration furnishing
this report to the committee.

(The report referred to is as follows:)

RePORT OF VETERANS' ADMINISTRATION ON 1L IR, 5863 Korwanrved 170 BUREAU oF
Bunakr DeckMBer 11, 1041

Hon. R. L, DouanTON,
Chairman, Committee on Ways and Means,
Ilouse of Representatives, Washington, D, C.

My Dpar Mz, DovenitoN: Further reference 1s made to yvour letter dated
October 22, 1941, requesting a report on H, R. 5883 (77th Cong.), “a bill to
extend the provisions of section 602 (a) of the National Service Life Insurance
Act of 1040 to personnel on active duty in the Navy, Marine Corps, and Const
QGuard,” which provides:

“That notwithstanding the limitation in section 602 (a) of the National
Service Life Tusurance Act of 1010 upon the time within which appiteations
for national service life fusurance may be made, personnel on active duty prior
to the enactment of this Act, in the Navy, Marine Corps, and Coast Guard, shall
be granted insurance under such section without further medieal examination
if application therefor is flled within one hundred and twenty days after the
date of enactment of this Act.”

The purpose of the bill is to amend section 602 (n) of the Natlonanl Service
Life Insurance Act of 1940 by providing that notwithstanding the present limita-
tlons in that section ag to the time within which application for national service
life insurance may be made, personnel on active duty in the Navy, Marine Corps,
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and Coast Guard shall be granted fnsurance without further medical examination
if application therefor is filed within 120 days after enactment of the bill,

The bill does not extend the same privilege to personnel of the Army as would
be provided for those in the Navy, Marine Corps, and Coast Guard. It Is sug-
gested that if the bill is to recelve further consideration it should be amended
to include those In actlve service in the Army.

The bill would authorize granting insurance, upon application, to those in
the Navy, Marine Corps, and Coast Guard who were previously denied insurance
because they were unable to meet the good-health requirements, as well as
those who huve acquired disability subsequent to the expiration of their original
120-day perlod of eligibllity,

The proposed Tegislation wonld constitute a marked deparvture from the general
principles of Insnrability underlying the granting of insurance as originnlly pro-
vided i section 602 (a), (b), (¢), and (@) of the National Service Life Insurnce
Act of 1340,  The extenston of 120 days within which to apply for insurnnee withe
out compliance with the good-health requirements would, fn effect, be a gratnity
to those who were not fn good health.  Natlonal service life insurance 1s based
upon the assumption that persons to whomn insurance s granted are in good health
at the time of application. If applicants are seriously disabled, the premiuims
baxed on such axsumption of good health represent but o small fractlon of the cost
of Insurance protection extended to them, sinee in the latter eases the normal
expected longevity Is grently reduced by reason of fnfury ordisease. Those huving
the greatest disability will be certain to upply for the maximum amount of in-
surance, wherens many in good health may apply for a smaller amount of in-
suranee or negleet to take any.  Thus an adverse seleetfon will result i ex-
penditures which would deplete the national serviee Hfe-fnsurance fin d,

Nutional serviee life fnsurance {s operated upon the mutaal pan for the benefit
of all of the polieyholders therein. The national service Hfe-insurance fond s
composed of the moneys midd In as premiums by the policyholders togethor with
investment earnings thereon, Al losses are padd from the fund, While seetion
G07 of the Natlonal Service Life Insurance Act provides for the reconupment by
the fund from the natfonal serviee lfe-lnsurance approprintion of losses and
walved premiumy when death or total disability is teacenable to the extea hazard
of milltary or naval service, pany of sueh losses oceur to policyholders while in
the service under circumstuncees wherefn reconpment by the fund eannot e made
and such losses congequently must be horne solely by the fund.  In the hitter type
of caxe loss would, in effeet, fall upon polieyholders of natlonal service life
fnsurance. It is obvionsly eguitable to extend Insurance protectton at the
expense of the fund to persons who do not pay premiums adequate to provide for
the protection enjoyed,

Natfonal service life insurance was not fntended to be a pure gratuity but
rather to make avalilable to those persons entering active military or nnval cervice,
who could meet the good-health conditions, an opportunity to carry nsuranee
that they wonld be nnable to obtain from commerelnl Insarers becnuse of the
conditions which tnsurance companies might place upon insurance for those in
or_enterlng active service, especinlly in o time of natjoral emergency.

If it is deemed necessary to afford further opportunity of applying for insur-
ance to those In active militney or naval service it is believed that such oppor-
tunity should he restricted to those who are in good health and are able to furnish
evidence of that fact satisfactory to the Adminlstrator of Veterans® Affairs. The
Veterans' Admintsteation recommends as an alternative that a substitute bl
might be considered to authorize, in addition to the privilege of applying for
insuranee within 120 days after entry into active military or naval service, the
privilege of applying thereafter while in such service if the applicant is shown
by evidence satisfactory to the Administrator of Veterans' Affafrs to be in good
health,  The Veterans' Administvation will coopernte with the committee, if
desired, In the preparation of n deaft to meet this proposal,

The cost of the DIl 1f enncted, will depend upon several factors which cannot
h;" ;llowrmlm-d I advance.  Accordingly, It is not possible to furnish nny estimate
0 10 cost,

In view of the foregoing, the Veterans' Administration is unable to recommend
favorable consideration of the hill

Very truly yours,
Frank T. HINES, Administrator,

i Senator Crark, We will first hear from the Veternns’ Administra-
tion on these bills, TI. R, 6219 and 1, R, ¢218—identical Senate bill
2136, Mr. Odom, we would like to hear your statement,
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Mr. Epwarp E. Opom. My name is Edward T Odum, and T am
solicitor for the Veterans' Administration.

I should like to ask, Mr. Chairman—of course T will be heve at the
disposal of the chairman and the committee and will attempt to answer
any of their legal questions that may come up in connection with the
bills—but Mr. Breining, Assistant Administrator of the Veterans’
Bureau who is in charge of the insurance work, is here and T will ask
him to explain the principles involved in connection with these two
bills, if that meets with your approval.

Senator Cr.ark. That will be very satisfactory.

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

My, Breaning. My name is Harold W. Breining; T amn Assistant
Administrator, Veterans’ Administration.

The purpose of these bills, as I read them, is to provide each man in
the military and naval service with 120 days to secure insurance with-
out medieal examination. These men already have had at least 120
days to secure this insurance without medical examination, and all
those who come in, in the future, will have 120 days to secure this
insurance under the present law, and those who are in the service and
whose 120 days have only been partially consumed will have the re-
mainder of that 120 days to take this insurance without medieal
examination.

Some of the men who have had s[l)ecin] privileges, that have been
given by the act of August 18, 1941, Public, 213, Seventy-seventh Con-
gress, had as much as 240 days without medical examination in which
to secure this insurance. Those men who were in the service prior to
the act of October 8, 1940, in addition to their initial 120 days in which
to secure the insurance without medical examination, had an additional
120 days to secure it with medical examination,

There are several phases of this act that I believe yon will wish to
examine. The first one is, whether or not you wish to depart from the
original purpose of the Government granting the insurance. The ob-
ject of the Government granting the insurance was not to provide any
additional gratuity, but rather, to restore to the men who were in the
military and naval services, or who were entering them, an insurability
which was lost to them because of the coverage which conld be secured
from commercial insurers, the insurers requiring the payment of what
might be said to be premiums which would be out of the range of the
ordinary man. Some of them estimated the premiums which run as
much as $250 a thousand, which of course the ordinary man receiving
military pay, even though he be of higher officer rank, could not pay.

Now, this will give every man the 120 days without medical exami-
nation and thus will cause what insurance men call the worst kind
of adverse selection because the men who would likely apply, in the
great preponderance, would probably be men who were suffering
from some disability, maybe not the result of military service, it
might be the result of their own actions and it might be the result
of something that was entirely foreign to the military service, and
that would be providing these men with an out and out gratuity,
because these premiums not only will not cover the war risk, but
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are designed to cover the peacetime risk and are at peacetime rates,
rather than otherwise.

Senator Crarg. Those men were all insurable risks when they
entered the services, and except for the matters which you have
mentioned, of men in the military and naval service being rated on
insurance premiums outside, they all took a physical examination
to get in, did they not?

Mr. BreiNiNg. Most of them, I would say, were insurable risks—
generally speaking they were insurable x‘isﬁs—but, of course, there
were some men who were permitted to enter military service who
were receiving permanent and total disability benefits under the
Government life-insurance policies—they were permitted to enter
the military service, but that however is the exceptional case, and I
think, and generally speaking, what the Senator has said could be
taken to be true. The 120 days given them was something arrived
at in 1917, after much consideration in regard to 30 days, 60 days,
90 days, and 120 days, and I think, to some extent, that was then
considered desirable because of the many men being overseas and
the time it would take to explain before the provisions of the law
could be explained to them, but was on the assumption, in any event,
that the good health would carry on over that 120 days, and in this
case it would carry over 120 days but would include possibly men
who had been examined several months ago, and possibly some who
had been examined several years ago; and, as I said, it would pro-
vide what, in substance, would be a gratuity.

Now, the question arises as to whether insurance is the best vehicle
through which to provide gratuities, for this reason: Gratuities,
generally, are based upon the premise that those in need are the
ones who at least should get as much as anybody else and probably
the most, insofar as gratuities are concerned, whereas, if you dis-
tribute the gratuities by means of insurance, it is likely that those
who are in the best circumstances will get the greatest gratuity,
because they are in better position to carry larger policies, larger
premiums. and get larger amounts of insurance, whereas the man
who may have family obligations which he does not think permit
him to pay the insurance premium is denied these benefits, so that it
works adversely to the general conception of how gratuities should
be distributed.

Then, too, this is a mutual fund, and the men who came into it
on the good-health basis have an equity in this fund, and to grant
insurance to men who ave not in good health means that that will be
a drain upon the men who are entering in good health, on a good-
health basis, because the Government only provides for reimbursing
the fund only when the losses are due to the extra hazards of mih-
tary and naval service.

Thirdly, this would be a departure because, during the World
War, the men only got 120 days from the date of their entrance,
and that was only changed for those men who came in on October 6,
or within 60 days thereafter. -

Senator Crark. You did not set up that system there, though,
until after we were in the war, before, did you?

Mr. Breining. The system was not set up until the war had been
going on for 6 months.

66490—41——2
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Senator Crark. And that stands for essentially the difference be-
tween that situation and this, because when the system was set up
before, everybody knew that they were in the war and had 120 days
in which to take advantage of it, and in this case they were not at
war at the time the system was set up and therefore 1t seems to be
only fair to have the extension after we get into the war.

Mr. Breining. If the insurance is to be used as a pure gratuity,
then consideration should be given to whether or not tLis is the best
means to distribute those amounts which you want to give, in addi-
tion to the compensation and other benefits which are otherwise pro-
vided for them,

Senator Crark., Well, this is another 120 days and is no more a
g%-a(;nity than the original 120 days was, except us to the number
of days.

Mr.y Breining, I think it is, Senator, for this reason: That within
the original 120 days, at least, there was a general presumption that
the man would be in good, insurable health, where, of course, that
would not obtain at the present time, The man may not have been
examined for a number of months, or even years, and such a man
could not be presumed to be in good health; and, as I say, there is
not only the problem of disability due to service, but it includes
men who had disabilities in no way related to the services,

If this bill was amended simply by requiring that these men be
given a physical examination before applying for the insurance
that is, to make them show eligibility for insurance from a goo
health standpoint, they would have to show that they were physically
insurable, and in that case the objections I have just stated would
not obtain at all,

In other words, if the men who were not presumed to be in good
health, but were given a physical examination, and the application
was based upon their being insurable risks, I think all the objections
I have stated to it would not be of great force.

That is the big thing, letting men in without the showing of insur-
ability, or even that 120-day presumption of insurability which we
have always adhered to in connection with men when they first enter
active service.

As a matter of fact, I think we could even provide, if you want
to be a little more liberal, that, regardless of the 120 days, you might
say to any man, when he is in the service, upon a showing that he
was insurable, he would be eligible for securing this insurance.

Senator Crark. Have you any questions, Senator George?

Senator George. 1 have none,

Senator Crark. Thank you, Mr. Breining,

Commander Reynolds.

STATEMENT OF COMMANDER JOHN L. REYNOLDS, UNITED STATES
NAVY, BUREAU OF NAVIGATION, NAVY DEPARTMENT

Senator Crark. You are familiar with the two bills before the
committee, are you not, Commander?

Commander Rey~orps. Yes, siv. As the committee understands,
the Navy Department has had no opportunity to clear through the
Bureau of the Budget, but we are, however, prepared to state our experi-
ence under the National Service Life Insurance Act of 1940.
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Senator Crark, I will be glad to have you do that, Commander,
if you will allow Mr, Odom to clarify a statement he made this
morning, that the report of the Veterans’ Bureau—he stated verbally
that the report of the Veterans’ Bureau had been stated to the Bureau
of the Budget but had not yet cleared.

Mr. Opom. The Administrator of Veterans’ Affairs, I assume, like
the War and Navy Departments, had no opportunity to report on
either one of these particular bills, but there was a bill introduced in
the House of Representatives by Congressman Izac, of California,
H. R. 5563, and we were asked to report on it. The Administrator
had a tentative or proposed report on either one or both of the
bills pending before the Director of the Bureau of the Budget
recommending approval of the bill if it were amended so as to
include the Army—it did not include the Army—and if it were
amended further, so as to provide that any member of the armed
forces, naming them, might at any time while in the service apply
for insurance under the National Service Life Insurance Act of 1910
upon the payment of a premium and, of course, a showing of good
health satisfactory to the Administrator—he would then be per-
mitted to make application under those conditions. The report on
H. R. 5563 has been made a part of this record.

The reason, or the background, of that recommendation was that
in connection with the bill which was passed by the Senate yesterday,
having been passed by the House last week, giving the wartime rates
of compensation—that is, World War rates of compensation—to the
men of the present forces, was the result of a study made by representa-
tives of the Veterans’ Administration, the War and Navy Departments,
the Coast Guard, and in those discussions it was pretty generally
agreed, althongh without committing any one of the departments, that
it would he a desirable and sound thing to permit any member of the
forces, at any time he wanted, to appi} for governmental insurance.
but upon the showing of being a good risk, and it was upon that basis
that the Administrator made his recommendation.

I'may say that in the face of the possibility of the committee’s want-
ing to consider some such amendment to the bills. I will be glad to give
them to the committee if they desire.

Senator Crark, The committee will be glad to have them.

Commander, pardon this interruption; will you now proceed.

Commander Rey~orps., Yes, sir.

We have been considering, for some time, an effort to obtain some
corrective action on the National Service Life Insurance Act becaunse
of our experience, particularly in the last few months. For example,
we have had numerous cases of men who are at sea, particularly in the
Atlantie, requesting that they be assigned to shore duty because of the
faci that they conld not obtain national serviee life insurance, and they
could not obtain that insurance because they could not submit what
is known in the Inw as evidence of good health satisfactory to the Vet-
erans’ Administration,

We understand perfectly that we conduct a physical examination of
a man for a certain purpose, The Veterans’ Administration may con-
duct an examination of a man for another purpose. Nevertheless,
that man is running that risk, definitely, regardless of what kind of
%1 examination he has taken—he has been accepted for service in the

avy.
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Senator La Forrerre. Commander how could there be any more
strict examination than you have given, up to this time? I know many
have come in to see me who wanted to get into the Navy and were
turned down, and, from the number that have come to see me, it seems
that you must be doing a pretty good job, as they come to me, some of
i{l}ex(lll complaining that they were short one tooth or something of that

ind.

Do you not think that you really give them a good going over before
you take them in, seriously?

Commander Reyworps. Seriously, sir, we do, but at the same
time—

Senator La Forrerte. Ts it not a more rigid examination than the
ordinary insurance examination?

Commander Rey~Nowps, Sometimes, sir; but here is one important
difference, and that is most of the cases of complaints we have had
have been from men to whom we had a prior obligation, so to speak,
in other words, a veenlistment.

Let us take a specific case:

A given man was in the service on October 8, 1940. Tle was serving
on, we will say, his second enlistment and had already been 120 days
on that enlistment, During his first enlistment he had contracted
syphilis. When or how or where is beside the point, but it showed on
his record, and that necessarily showed on the insurance form which he
had to fill out, and the Veterans’ Administration has repeatedly held
tl.lfi: any man who shows a history of syphilis is not a good insurance
risk,

T have no question about that, but merely, in due course, say that
that is a matter of record.

Other cases which deal with other illnesses or ailments other than
syphilis may be found, likewise, in the record, so that you can very
readily understand that we have a problem for some months on our
hands because of the restrictions in the National Service Life Insur-
ance Act.

Senator La Forrerte. That problem is now intensified, is it not?

Commander Rex~orbs. Definitely, sir.

Senator LA FoLLertE. You cannot very well bring them back to the
Veterans’ Bureau for an examination in order that they may get the
insurance.

Commander ReyNorps, You mean, can we give a reexamination?

Senator La Forrerre. As I understood it, the Veterans’ Bureau
wanted to make an examination.

Commander Rey~orps. That is not necessarily true; that has not
been required, as yet; the Veterans’ Administration has always been
perfectly willing to accept——

Senator Lia FoLLETTE. Accept the report of the findings?

Commander ReyNorps. Of our Navy medical officers, but the Navy
medical officers are very A{mnctillious in reporting all the facts, and
therefore the Veterans’ Administration has, I presume, felt that it
was perfectly safe in its own interests in accepting one of the Navy
medical officers’ reports, and, so far as I know, the action has been
based purely on that report. We have no question about that; no
question at all,

Now, the problem is intensified, because heretofore the disturbance
in the minds of the men has been primarily in the Atlantic service,
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as you can well understand, in the lgst few months, because that is
where most of the danger has been, but now you cannot limit it to any
one particular point. .

I would like to comment on a couple of points that Mr, Breining
brought out; and one is, the Navy did not have the privilege of the
second 120 days; that applied only to the selectees, so-called, the men
inducted under the Selective Service Act.

Senator Georgk. It applied to the National Guard under the Selec-
tive Service Act, as I understand it, but not to the Navy.

Commander ReyNorps, No, sir; not to the Navy.

Senator Georar. That is correct.

Commander Rey~owps, Also, we do not look on this insurance in
the Navy Department as a gratuity, in any form. It is something
which compensates the man for the risk which he is taking, and his
dependents, so to speak—and a gratuity is something entirely different,
as we see it,

I do not want to start an argument, but I simply bring that point

up.
pI believe that I have given you the background, so far as the Navy
Department has it, on H. R, 6219. Is there any question about 62182
enator CLarx. The difference between 6219 and 6218 is, while they
are essentially the same, 6218 also makes automatic benefits for men
who are in active service, or who were in active service on October
17, 1941. 'That will include the men who were killed or injired on
the Reuben James, or the Kearney, or anybody else in the same cate-
gory, and on the same principle that the original War Tnsurance Act
of 1917 was made retroactive, not to the date of the actual declara-
tion of war, but also to include casualties—I believe it was the
Cyclops, that incident which happened prior to the declaration of
war: and 6218 follows the same theory as that, with the essential
difference in the two bills being that one makes for automatic bene-
fits for men heretofore injured in the service since October 17, 1941,

Commander Revnorps. Regardless of whether or not they applied
for insurance?

Senator Crark. Just the same as 6219, except that it is retroactive
to cover the men heretofore injured.

Commander RexnoLps, Now, another thing we find in connection
with the 120 days—this has nothing to do with the bill, but it has
come up here in previous testimony—you know the average age of
enlistment in the Navy is 19. Boys who come in at 19 are very
young; a boy of that age is hardly able to decide, in his own mind,
what is best for him, and he has never heard, the probability may
be, of insurance before, and they do not know, in that first 120 days,
how to definitely make up their minds.

In the Navy, at present, the first 42 days are spent at a training
station such as at Norfolk or on the Great Lakes or at Newport or
San Diego, and while he is there, he is in an environment totally new
to him, He cannot psychologically be considered to be capable of
making a decision which might affect his whole life, practically.

He then goes to sea and is thrown into further mental disturbance
by that change in environment and, in other words, his first 120 days
in the service is practically a term of mental turmoil and it is very
difficult for him to make decisions of such importance as is life insur-
ance,
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We have thrown every safeguard around that situation that we
could possibly do and, when the National Service Life Insurance Act
was first enacted, T worked with the Bureau of Supplies and Ac-
counts, and we raked up our experience in years past on Government
insurance, and we tried to cover every possible difficulty which might
arise in getting this thing across to the men. In doing that, we went
so far as to require that each man have entered in his service record,
within the 120 days, a statement either to the effect that he has
national service life insurance, or a stautement that it has been ex-
plained to him and he does not desire to take it out, because of the
fact that we receive letters from parents of boys who state that their
boys do not have insurance and Aid not have an opportunity to take
it.  The Navy thus must have some way of showing that we did make
definite effort to apprise the boys of the circumstances in order that
they might have the privilege.

In other words, I might suggest that even though the bill, this bill,
is now passed, that those extremely young men who come into the serv-
ice and are allowed just another 120 days, are still going to have—we
are still going to have difficulty with them because some of those are
not going to be able to arrive at sound reasoning the same as older men.
At the same time, T understand that you cannot go along forever,
extending the privilege of insurance without examination, and T he-
lieve Mr. Breining also pointed out that a man who had been in the
service for a couple of years, and has not had a physical examination,
might be a very poor insurance risk. but if it could be provided that
he could obtain insurance after the 120 days, by being subjected to a
physical examination, that would go a long way toward overcoming the
difficulties.

Senator Crark. You mean, give him another 120 days without ex-
amination, and then, at the end of whatever period might be fixed
upon. at the end of that period provide that in the future, without
putting any limitation as to the time, that he could have the insurance
upon showing insurability?

Commander Reyxorns, That is correct. Then we could take care
of all of the Navy men who have been in the service, say, for two,
three, or four enlistments, and then also those Reserves that have been
called back, or others ordered back to active duty, who are put in a
dangerous position, and who may not be able to get insurance; they
would be taken care of.

The technical feature of the risk is something on which the Navy
Department, of course, has no opinion.

enator Cuari. The question of morale is involved, and the Navy
has a great apinion on that point, has it not ?

Commander Rey~owns. That is correct, and that is one reason wh
we are so anxious to see this corrected, and that is the verv reason
cited our experience in the case of boys in the Atlantic who wanted
to get on shore duty because, without insurance, their families would
be left. unprotected, and it was not a question of getting out of the
Navy, they were perfectly willing to do their bit, but. they would like
to be at least in a position to get such benefits out of the insurance as
they possibly could, to take care of such situations as that of the Reuben
James.

Senator Crark. Have you any questions, Senator George?
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Senator Georce. Noj; thank you.

Senator Crark. Have you any questions, Senator La Follette?

Senator La Forrerte. No,

Senator Crark. Have you any questions, Senator Walsh?

Senator WarsH. No.,

Senator Crark. And you, Senator Danaher?

Senator Danansr. No questions, thank you.

Senator Crark, Thank you very much, Commander.,

Major Carpenter, will you come forward and give you name to the
reporter?

Major Careenter. W, E. Carpenter, United States Army, War De-
partment,.

STATEMENT OF MAJ. W. E. CARPENTER, UNITED STATES ARMY,
WAR DEPARTMENT

Senator CLark. You are familiar with the two bills under consider-
ation, are you not, Major? .

Mujor CareeNteR. I am familiar, sir, with H. R. 6219, and I listened
to what you said about 6218; and, as far as 6219 is concerned, the War
Department favors the enactment of that bill. The principal effect
that it will have on the Army is to give a great many people now in the
service who did not take advantage of the act as it previously was
passed, the advantage of getting insurance now, or give them another
120 days, and of course the Army will be glad to have that.

Senator Crark. The fact that a state of war now exists and did not
before, does that make a difference in the desire of the men to take out
insurance now?

Major Carpenter. That makes a tremendous difference, siv.

Senator Crark. That seems to be a point of analogy drawn here as
to persons in the last war, and their insurance relations, and is at
variance with that practice, and I do not think it is a good analogy in
that the War Risk Act was never passed in the last war until after the
declaration, and the time limitation was much more flexible in those
days than under the present bill.

Proceed.

Major CarpENTER. I am sure that a great many people will take
advantage of the opportunity now who previously passed up such
opportunity. -

Senator George. Major, could you give us any idea as to about how
many selectees have taken advantage of the opportunity to secure this
insurance ?

Major CareenTER. No, sir; I had no opportunity to get those figures
to present here, when I was told to appear.

; Senator George. Mr. Breining, I wonder if you could give us those
gures.

Mr. Breining. Approximately 750,000 from the Army and Navy
have applied for national life insurance policies.

Senator GrorgE. Seven hundred and fifty thousand?

Mr. BreiNing, Yes, sir.

Senator Grorce. All right.

Mr, BrerNing. And about 155,000 men in the service now carry, in
addition, United States Government life insurance, so that it is safe
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to say that over 900,000 of the armed forces are now insured under one
or the other system.

Major Carpenter. That is all T have to say on H. R. 6219 for the
War bepartment.

Senator CLark. Gentlemen, have you any questions to ask?

Senator Dananer. If it please the chairman, I have one or two
questions.

With reference to the National Service Life Insurance Act, as con-
tained in the 1940 compilation, here were men who had been inducted
into the service over the past months, and were they advised of their
right and opportunity to qualify for this insurance

Major CARPENTER. Yes, sir; they were.

Senator Dananer. Has there been any intensive effort to proeure an
enrollment of all inductees into insurance coverage?

Major CarpenTER. To the best of my knowledge, there has; and I
might say, of my own personal knowledge, I know that in takin
the men into the service, as they come into the camps and are processed,

articularly the selectees, they were given an opportunity to take out
msurance, In one ‘case, that I remember distinctly, I have some
personal knowledge of an effort at Fort Leavenworth, Kans., where
they went through a list and selected former insurance salesmen who
would be more adept at getting information from selectees and getting
it on paper and helping them pick out the right answers and explain-
ing national service life insurance, and I think that has been followed,
that practice, in every camp.

Senator CLark. What the commander said a moment ago, about the
difference in supplying insurance to young fellows being inducted in
the Navy, would apply just as well to the Army would it not?

Major CarrveNtER. Yes, sir; it would.

Senator Crark. And there have been definite instructions given
to explain to the boys the benefits and their opportunities and to get
them to apply for insurance?

Major CareeNTER. Yes, sir.

Senator DaNaHER. Has the percentage of those enlisted in the Regu-
lar Army, for example, who took out insurance been higher or lower,
in your general experience, than that of inductees?

Major CaregnTER. I do.not believe I can answer that question,
Senator. ‘ '

Senator Dananer. I was wondering if there was a test, or standard
of attitude, as to what attitude prevailed in the Regular Army, among
the Regular Army men.

Major CarrenTER, I think, undoubtedly, those figures are available,
but I do not have them. I can only guess at the answer and I do
not think the guess would be worth very much.

Senator Dananer. What would be your guess?

Major CareenTER. I would think these young men who are coming
into the service now, by and large, would be more apt to take out
insurance than the Regular soldiers.

Senator DANAHER, '%hnt coincides with my opinion, but someone
does have the figures on that.

Mr, Dpom. Mr. Breining may have some figures.

Mr. BreiviNa. There is an estimate that we made before the Na-
tional Service Life Act, and that was that about 40 percent of the
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men in the Regular service carried insurance, and our estimate is that
about 60 pereent of the men under selective service carry jnsurance.
Senator Danauer. That is what T avanted to know; thank vou.
Senator Cr.ark. Thank you very much, Major.
Mr. Ketchum, would you come forward and give your name and
official connection to the reporter?

STATEMENT OF OMAR B. KETCHUM, VETERANS Of FOREIGN WARS
OF THE UNITED STATES

Mr. Kercinum,. My name is Omar B. Ketchum, and T represent the
Veterans of Foreign Wars of the United States and appear here today,
Senator, and members of the committee, for that organization and was
glad to note the statement of the chairman of this snbcommittee to the
¢ffect that he had presented to the Senate a bill which we had caused
to be introduced in the House as H. R. 6218.

The purpose of my appearance here this afternoon is not to object
to H. R. 6219, but rather to call the attention of the subcommittee to
the desirability of accepting the provisions of the new bill which Sena-
tor Clark has introduced in the genate, and which has not as yet been
given a number, in lieu of H. R. 6219. We believe that this new bill—
and I will refer to it by its House number, H. R. 6218—covers all of
the provisions in 6219, and in addition to that continues with the
precedent that was established during the World War, when Congress
passed the War Risk Insurance Act in October 1917, and made it vetro-
active for automatic benefits not only to the official date of the declara-
tion of war, but also covering casualties prior to the declaration of
war, and so, as representatives of the Veterans of Foreign Wars, we
believe that as long as attention is being given to the insurance problem,
everything should be incorporated into one bill rather than piece-
meal legislation. T am sure there is no thought in the present Con-
gress to give less consideration to the dependents of these men who lost
their lives on the Kearney and in the sinking of the Reuben James than
was given back in 1917, when Congress made provisions for automatic
benefits to dependents of those men who had died previous to the pas-
sage of the War Risk Insurance Act, and for that reason I am calling
these matters to the attention of the conmittee and asking that ecither
prior consideration be given to the bill introduced by Senator Clark
or that 6219 be amended to include the automatic-benefits provision.
At this time I want to agree with some of the statements macde here in
previous testimony to the effect that many of these men who have been
n the service for some time and who did not take advantage of life
insurance felt it was peacetime service, and some of them honestly
believed that they would not be in the service for more than a year.
So there is every reason to give consideration to helping these men
now that the entire picture has been changed due to the declaration of
war. I am sure we all can agree there has been a drastic change in
the thought structure of the American people since December 7, and
this most certainly alters the circumstances.

I believe, although we may say that this insurance is not a
gratuity, we recognize that Government life insurance ought to be
made available to the men in the armed services because they might
not obtain life insurance elsewhere. I think it is unfair to say
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that a man is not a good risk for insurance when we accept his
services in line of duty in the hazards of war. That is why our
organization feels that it is important, not only that all now in
the armed services be given the privilege of taking out this life
insurance without an additional medical examination, but also mak-
ing benefits automatic to dependents of those who have died since
October 17 by reason of the attacks, as I said, on the Kearny and the
Reuben James.

If we are to continue with the precedent and traditions already
established by the Government of the United States, I think, M.
Chairman, H. R. 6219 should be amended or substituted as T have
suggested,

In closing, may I again point out the desivability of incorpurat-
ing the provisions of 6218 in 6219, or of approving 6218 in prefer-
ence to t]ho other,

Senator Crark. Senator George, ave there any questions?

Senator Grorae. No questions. ’

Senator Crark. Senator Walsh, do you have any questions?

Senator Waws. No.

Senator ('Lark. Senator La Follette, do you have any questions?

Senator L Foruerre. No. '

Senator (Crark. Senator Danaher, do you have any uestions?

Senator Dananer, If the Chairman please, if you wxll(%)our with
me, T am new on this subcommittee and it is all very interesting
to me,

N(;w, Mr. Ketchum, why did you fix on the date of October 17,
19417

Mr. KercHum. Because that was the date on which the Kearny
was attacked. In other words, that was the first evidence of armet{
conflict in which members of the armed services had been engaged.

Senator Daxauer. Another thing, siv, there is a difference, without
making any decision on that point as a matter of principle, between
our situation now, in making the bill retroactive, and what hap-
pened in 1917, in that this national service life-insurance plan has
been on the books for some substantial period during which all of
the men could have had access to life insurance, is that not so?

Mr, Kercnom, Possibly that is true. Senator, but on the other
hand, the 1917 bill was made retroactive over a period of more
than 6 months, and this is being made retroactive on*y for 2 months,

Senator Danaugr. But the point is that nobody had any experience
or had an explanation back in 1917, where it was dated back from
October to April.

Mr. KercruM. That is correet, that there had been no prior war-risk
insurance.

Senator Danamer. And no prior opportunity for soldiers to avail
themselves of, or to get, such insurance.

Mr. Kercaum. That is probably correct, according to my under-
standing; T am not positive, but T believe that is right,

Senator Dananer. And do you not think that there is a difference
in principle between the event now, and 24 years ago—right there?
Tell me, if you will, if you happen to know, why the American Experi-
ence Table of Mortality is used—if that is technical and you had rather
not answer, pass the question and I will find soineone else to answer it.

Mr. Kereauy., What was that, sir? ’
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Senator DananEer. It says that the premiums shall be net, based
upon the American Experience Table of Mortality.

Mr. Kercrum. That is in the original Insurance Act, and I do not
know the answer.

Senator Danangr. If you had rather pass the question——

Senator Crarx. That comes under tllle Veterans® Bureau and it
might be that My, Breining can answer the question.

r. BreiniNg. The Ameriean KExperience Tuble of Mortality is
used because it was a table generally accepted by all of the States as
the basis for figuring all of their figures. There is a later table called
the Amended Table of Mortality, which is somewhat more accurate
than the so-called American Experience Table, but the American
Experience Table has been accepted and has been required to be used
bly most of the States of the Union and therefore was authorized under
the act.

Senator Davaner. TIs it correBt to say that in light of present stand-
ards that the American Experience Table would lead to the charging
of a larger premium payment by the men?

Mr. BreiNing. That is true, under the old table, but this is a mutual
insurance, and any excess premium paid by the insured, under this
mortality table, is returned to the man if the experience is more favor-
able than the mortality shown in the table, Of course the amended
table is more accurate, but the American Experience Table has been
accepted and used, even though the amended table is followed up to
the age of 49.

Senator Dananer. I was thinking of the effect upon the soldier,
more than anything else.

Myr. Brernine. Well, that is the reason for it; that it is generally
accepted.

Senator Danangr. Thank you very much.

Senator CLark. Thank you, Mr, Ketchum,

Mr. Sullivan, will you give your name and whom you represent ?

STATEMENT OF FRANCIS M. SULLIVAN, ACTING DIRECTOR,
NATIONAL LEGISLATIVE COMMITTEE, AMERICAN LEGION

Mr. SurLivaN. My name is Francis M. Sullivan; I am acting divector
of the national legislative committee of the American Legion.

At our request, Representative Rankin, of Mississippi, introduced
H. R. 6219, and a hearing was held by the House Ways and Means
Committee, and it was reported out and passed by the House, I
want to emphasize that the bill does not benefit any of our mem-
bers. Tt was called to our attention last weck that at midnight,
today, the coverage for men now in the service under the National
Service Life Insurance Act would expire, and we felt, with the changed
conditions—— '

Senator Crark. The coverage has not had a chance to expire yet;
is that not correct?

Mr. Surrivan. Yes, sir.

Senator Crarx. And if it expired. is it not so that a covering act
could be passed and made retroactive, jnst as if the act is passed—it
may be made retroactive?

Mpr. Surnivan. T was going to add. Senator, we have no pride of
sponsorship in 6219, and if the subcommittee feels that the extended
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coverage under 6218 is more desivable, we think that would be very
satisfactory.

Now, Mr. Brown and I are here and we will be glad to try to
answer any questions you might have,

Senator Crark. Senator George, have you any questions?

Senator Georar. No.

Senator Crark. Senator Walsh, do you have any?

nator Warsi. No.

Senator Crark. Senator La Follette, do you have any questions?

Senator La Forrerre. No.

Senator Crark. Senator Danaher?

Senator Danamer. Again, it is technical and does not_apply to this
gentleman, but it is going through the Veterans’ Administration,
and I would like to ask a question on that basis, if T may.

Senator Crark, Certainly.

Senator Davaner. I am thinking ig terms of that 6218, sir, and T
am thinking if we date it hack the bill will lose some of the features
now included in it, some of the features involved in 6219, and from
now on, I am wondering whether or not the insurance fund which
is, as was just said, mutual, can in some way be prorated. Suppose,
for example, that the total possible available benefit on account of
the death of a soldier or a sailor were to be $10,000.  Can we, without
losing any further benefits, at least, no more than if we took 6218,
make the figure $3.000 for all those who did have the opportunity to
apply and did do so?

Mr. BremniNa. As I understand it, the bill really gives $5,000 in
insurance.

Senator Dananer. I am taking a hypothetical case,

Mr. BremNiNg. Of course the only cases that would be covered by
that bill, making it retroactive, would be the men who have been in
the service over 120 days and who would apply, say, today or tomor-
row, and before the bill was passed and therefore would not come
within the provisions of the law if the amendment were not passed,
but as T understand the bill as it now is, it would take that into
consideration, since any man could apply. within the 120 days from
the passage of the bill. and you woul(i) just have a 1 or 2 days’ hiatus
there, and that would be the only object of making the bill retro-
actlve,

Of course, every man in the service now who has not had 120 days
will have that 120 days.

Senator Crark. The purpose of that retroactive feature is to take
care of those who were killed or wounded on the Reuben James and
the Kaurny.

Mr. Breining, There is no

Senator Crark. That is a relatively small number of people.

Mvr. BreiNing. There is no stoppage of right that the men have on
December 16; the only thing that happens on December 16 is the ex-
piration of the privilege that was given them by the act of August
17, 1941, of having an additional 120 days given those kept in the
service involuntarily.

Senator Crarx. I understand that, but that provision is made sim-
ply for the purpose of taking care of the men killed or wounded on
t]%e Reuben James and the Kearny prior to the actual declaration
of war.
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Senator Dananer. Let us take two men, both on the Beuben James,
as an example, one of whom did take out insurance, as he had a per-
fect right to, and was one of the 40 percent that you referred to, and
the other was the second man who never took out any insurance.
Now, if you make that retroactive, back to that time, whether he did
or did not, as I understand 6218, what. effect does that have on the
terms of insurance, on your fund, if we make payments to both?

Mpr. BreaNiNg. I think that there would have to be some provision
made in the law for the Government to reimburse the fund for any
losses of that character.

Now, the present law does provide for any losses occasioned by the
extra lmzar(‘ls of military service, so the men who were lost on the
Kearny or the Reuben Jumes, and were insured-—their cases would
be taken care of, but the man who is dead because of some cause not
the direct result of performing a duty peculiar to the military or
naval service and had insurance, his case would not be taken eare
of, under this bill, then there would be a great drain on that fund
and, if the bill is passed, I think it should be wmended to cover that
situation, in fairness to the other policyholders.

Senator Daxaner. If we do date it back and give that insurance
coverage back to the time of those incidents, then 1t is also up to us to
make an appropriation to the fund to make up the loss represented
by each such individual who had not been insured ; is that not so?

Mr. BreiniNa, That is true: yes, It is not insurance: you may
call it insurance, but it is in substance a gratuity, but insurance com-
prehends getting together a group of men, each makingy a pro-rata
contribution to a whole fund from which payment of all losses can
be made, and that is not happening in this case.  The big amount
will be paid by the Government, and that is a pure gratuity and not
insurance. When yon use the word “gratuity,” I mean a aratuity
similar to the pryment of a pension, or something in that line,  Dur-
ing the \Vm'l({ War, where we had a comparatively favorable mor-
l:lﬁty rate, the Government contributed $1.800.000,000 against $454,-
000,000 paid by the men in the form of premiums, so. the Government
paid $4 to the men’s $1; in other words, the men only paid 20 per-
cent of what the risk should have cost in the way of a premium,

Senator Dananer. Even though that be trae, we can call it insur-
ance and make it presumptive, and would include the men who were
not covered, through their own fault or otherwise, so long as we make
up the equivalent to that fund.

Mr. Brrixing. Yes; it would not be detrimental to the others,
except insofar as one man might have carried his insurance and paid
premtiums and the other man did not carry his insurance and, as a
matter of fact, may have surrendered his insurance and gotten his
money out, or let it lapse. T mean, you will always have some incon-
sistencies because one may have deprived himself even of some of the
necessities of life, certainlv of the luxuries, in order to pay for his
insurance, and that is what happened with some on the Reuben James,
and then some of the others may have surrendered their insurance
policies and had their reserve paid out ¢o them, and he would receive
the same coverage as the man who continued to pay, unless there were
an additional authorization to cuver that. '

Senator Dananrr. Thank you,
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Senator Cuark. Ave there any other questions of Mr. Sullivan?

Myr. Opom. Mr. Chairman, could I supplement a former statement?
Senator Crark, Yes,

Thank you, Mr. Sullivan.

STATEMENT OF EDWARD E. 0DOM, SOLICITOR, VETERANS’
ADMINISTRATION

Mr. Onom. T call the committee’s attention to the fact that this
bill, H. R. 6218, would grant 5,000 to anyone who had taken no
insurance or who had applied for less than $5,000, and, unfortu-
nately—I think it would be unfortunate—a man who had, we will
say, applied for less than $5,000 would name maybe his mother or
his wife, or his widow, or his father or child, within the permitted
class of beneficiaries, whereas, for this additional $5,000, there might
be another beneficiary, possibly, There would be a technicality
there, and some very awkward situations might arise.

This matter would require, I think, great study, and I think we
would like time to report on this bill.  There is another technical
point, and that is the second proviso, and that applies to those to-
tally disabled on or after October 17, and within 120 days from the
passage of this act; he would have premiums waived.

That is utterly unnecessary in 6218 or 6219, because it is already
covered ; in other words, a man in the service who is permanently and
totally disabled may still apply for his insurance under this bill and
his premiums will i)),e waived, so that would cover that situation. I
will correct that—under present law premiums are waived fter 26
months’ total disability.

Senator Crarg. You mean the proviso there——

Mvr, Opom. In line 15, eliminating the proviso would cure the mat-
ter, if the bill were passed. ,

It will be covered from 6 months afterward under the present law,
instead of from the date of application as in the bill.

Senator CLarx. Now, is there anybody else present who wishes to
be heard on these two bills?

éNo response.)

. Senator Crarx. If not, the committee will go into executive ses-
sion,

(Whereupon, at 4:05 p. m., the committee proceeded in executive
session.)



