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WAR-RISK INSURANCE.

TUESDAY, SEPTEMBER 18, 1917.

UNITED STATES SENATE,
SUBCOMMITTEE ON FINANCE,
Washington, D. (.

The subcommittee met at 11 o'clock a. m., pursuant to call, in the
Egn@ahon and Labor Committee room, Capitol, Senator John Sharp
Williams presiding.

‘Present: Senators Williams (chairman), Smith of Georgia, and

Smoot.

The committee proceeded to the consideration of the bill (H. R,
otQ3)“'An act to amend an act entitled ‘An act to authorize the
establishment of a Bureau of War-Risk Insurance in the Treasury
Department.’ approved September 2, 1914, and for other purposes,”
as follows:

AN ACT To amend an act entitled “An act to authorize the establishment of a Bureau of
War-Risk Insurance in the Treasury Department,” approved September second, nineteen
hundred and fourteen. and for other purposes.

Be it cnacted by the Senate and House of Representatires of the United
States of Lmerica in Congress assembled, That the first section of the act en-
titled “An act to authorize the establishment of a Buvreau of War-Risk Insur-
ance in the Treasury Department,” approved September second. nineteen hun-
dred und fourteen. as amended, is hereby amended to read as follows:

“ArTICLE L

» QgeTiox 1. That there is established in the Treasury Department a hureau
to be known as the Bureau of War-Risk Insurance, the director of which shall
receive a salary at the rate of $5,000 per annum.

“That there he in such bureau a division of marine and seamen’s insurance
and a division of military and naval insurance in charge of a commissioner of
marine and seamen’s insurance and a commissioner of military and naval
insurance, respectively, each of whom shall receive a salary of $4,000 per
annum.”

Ske. 2. That such act of September second, nineteen hundred and fourteen,
as amended, is hereby amended hy adding new sections, as follows:

“Qge. 12, That sections two to nine, inclusive, shall be construed to refer
only to the division of marine and seamen’s insurance.

«Sge. 13, That the director, subject to the general direction of the Secretary
of the Treasury, shall administer, execute, and enforce the provisions of this
act, and for that purpose have full power and authority to make rules and
regulations, not inconsistent with the provisions of this act.. necessary or ap-
propriate to carry out its purposes, and shall decide all questions arising under
the act, except as otherwise provided in sections five and four hundred and five.
Wherever under any provision or provisions of the act regulations are directed
or authorized to be made, such regulations, unless the context other\yise re-
quires, shall or may he made by the director, subject to the general direction
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4 WAR-RISK INSURANCE,

of the Secretary of the Treasury. The director shall adopt reasonable and
proper rules to govern the procedure of the divisions, to regulate the matter
of the compensation, if any, to be paid to claim agents and attorneys for serv-
ices in connection with any of the matters provided for in Articles II. III,
and IV, and to regulate and provide for the nature and extent of the proofs
and evidence and the method of taking and furnishing the same in order to
establish the right to benefits of allowance, allotment, compensation, or in-
surance provided for in this act, the forms of application of those claiming to
be entitled to such benefits, the method of making investigations and medical
examinations, and the manner and form of adjudications and awards.

“ Sec, 14. That the bureau and its divisions shall have such deputies, assist-
ants, actuaries, clerks, and other employees as may be from time to time pro-
vided by Congress. The bureau shall, so far as practicable, by arrangement
with the Secretary of War and the Secretary of the Navy respectively, make
use of the services of surgeons in the Army and Navy. The Secretary of the
Treasury is authorized to establish an advisory board consisting of three mem-
bers skilled in the practice of insurance against death or disability for the
purpose of assisting the division of military and naval insurance in fixing
premium rates and in the adjustment of claims for losses under the contracts
of insurance provided for in article four and in adjusting claims for compensa-
tion under article three; compensation for the persons so appointed to be de-
termined by the Secretary of the Treasury, but not to exceed $20 a day each
while actually employed.

“ SEc. 15. That for the purposes of this act the director, commissioners, and
deputy commissioners shall have power to issue subpecenas for and compel the
attendance of witnesses within a radius of one hundred miles, to require the
production of books, papers, documents, and other evidence, to administer
oaths, and to examine witnesses upon any matter within the jurisdiction of the
bureau. The director may obtain such information and such reports from
officials and employees of the departments of the Government of the United
States and of the States as may be agreed upon by the heads of the respective
departments. In case of disobedience to a subpcena the bureau may invoke the
the aid of any district court of the United States in requiring the attendance
and testimony of witnesses and the production of documentary evidence, and
such court, within the jurisdiction of which the inquiry is carried on, may, in
case of contumacy or refusal to obey a subpceena issued to any officer, agent, or
employee of any corporation or other person, issue an order requiring such
corporation or other person to appear before the bureau, or to give evidence
touching the matter in question; and any failure to obey such order of the
court may be punished by such court as a contempt thereof. Any person so
required to attend as a witness shall be allowed and paid the same fees and
mileage as are paid witnesses in the district courts of the United States.

‘“SEc. 16. That the director shall submit annually to the Secretary of the
Treasury estimates of the appropriations necessary for the work of the bureau.

“ Sec. 17. That for the purpose of carrying out the provisions of this act
there is hereby appropriated, out of any moneys in the Treasury not otherwise
appropriated, the sum of $100,000, for the payment of all expenses incident to
the work authorized under this act, including salaries of the director and com-
missioners and of such deputies, assistants, accountants, experts, clerks, and
other employees in the District of Columbia or elsewhere, as the Secretary of
the Treasury may deem necessary, traveling expenses, rent and equipment of
offices, typewriters and exchange of same, purchase of law books and books of
reference, printing and binding to be done at the Government Printing Office,
and all other necessary expenses. With the exception of the director, the com-
missioners, and such special experts as the Secretary of the Treasury may from
time to time find necessary for the conduct of the work of the bureau, all
employees of the bureau shall be appointed from lists of eligibles to be supplied
by the Civil Service Commission and in accordance with the civilsservice law.

“ 8Ec. 18. That there is hereby appropriated from any money in the Treasury
not otherwise appropriated the sum of $141,000,000, to be known as the military
and naval family allowance appropriation, for the payvment of the family allow-
ances provided by Article II. Payments out of this appropriation shall be
made upon and in accordance with awards by the commissioner of the division
of military and naval insurance.

“ 8ec. 19. That there is hereby appropriated, from any money in the Treasury
not otherwise appropriated, the sum of $12,150,000, to be known as the military
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and naval compensation appropriation, for the paywuent of the compensation,
funeljal expenses, services, und supplies provided by Article I1I. DPavments out
of this appropriation shall be made upon and in accordance with awards by the
director.

“ 8EC. 20. That there is hereby appropriated, from any money in the Treasury
not otherwise appropriated. the sum of $23.000.000, to be known as the military
and naval insurance appropriation. All premiums that may be collected for
the insurance provided by the provisions of Article IV shall be deposited and
covered into the Treasury to the credit of this appropriation.

“Such sum, including all premium payments, is hereby made available for
the payment of the liabilities of the United States incurred under contracts of
insurance made under the provisions of Article IV. Payments from this
appropriation shall be made upon and in accordance with awards by the
director.

“ SEc. 21, That there shall be set aside as a separate fund in the Treasury,
to be known as the military and naval pay deposit fund, all sums held out of
pay as provided by section two hundred and three of this act. Such fund,
including all additions, is hereby made available for the payment of the sums
so held and deposited, with interest, as provided in section two hundred and
three, aud the amount necessary to pay interest is hereby appropriated.

“ SEc. 22, That for the purpose of this act marriage shall be conclusively
presumed, in the absence of proof. that there is a legal spouse living, if the
man and woman have lived together in the openly acknowledged relation of
husband and wife during the two years immediately preceding the date of the
declaration of war, or the date of enlistment or of entrance into or employment
in active service in the military or naval forces of the United States if subse-
quent to such declaration or during the two years immediately preceding the
man's death or the beginning of the disability.”

In Articles II, III, and IV of this act unless the context otherwise requires—

“(1) The term ‘child’ includes—

“(a) A legitimate child.

“(h) A child legally adopted more than six months before the approval of
this act or enlistment or entrance into or employment in active service in the
military or naval forces of the United States, whichever of these dates is
the later.

“(¢) A stepchild if a member of the man’s household.

“(d) An illegitimate child. but as to the father only if acknowledged by him
or'if he has been judicially ordered or decreed to contribute to such child’s
support.

“(2) The term ‘grandchild’ means a child as above defined of a child as
above defined.

“(3) Except as used in the last sentence of subdivision (g) of section three
hundred and one and in section four hundred and one and in section four
hundred and two the terms ‘ child’ and * grandchild’ are limited to unmarried
persons either (a) under eighteen years of age or (b) of any age if incapable
because of mental or physical infirmity of pursuing any substantially gainful
occupation.

“(4) The term ‘ parent’ includes a father, mother, grandfather, grandmother,
stepfather, and stepmother, either of the person in the service or of the spouse.

“(5) The terms ‘brother’ and ‘sister’ include bhrothers and sisters of the
half blood as well as those of the whole hlood, stepbrothers and stepsisters, and
brothers and sisters through adoption.

“(6) The term ‘commissioned officer’ includes a warrant officer, an Army
field clerk, and a field clerk, Quartermaster Corps, but includes only an officer in
active service in the military or naval forces of the United States.

“(7) The terms ‘man’ and ‘enlisted man’ mean a person, whether male or
female, and whether enlisted, enrolled, or drafted into active service in the
military or naval forces of the United States, and include noncommissioned and
petty officers. )

“(8) The term ‘enlistment’ includes voluntary enlistment, dyaft, and en-
rollment in active service in the military or naval forces of the United States.

“(9) The term ¢ commissioner ’ means the commissioner of military and
naval insurance. ludes disease

“ rm ‘injury’ includes se.

“%.(1); %ﬁg ttgrm ‘pagz ’ :ryneans the pay for service in the United States accord-

ing to grade and length of service, excluding all allowances.
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“ (12) The term ‘military or naval forces’ means the Army, the Navy, the
Marine Corps, the Coast Guard, the Naval Reserves, the National Naval Volun-
teers, and any other branch of the United States service while serving pursuant
to law with the Army or the Navy.

“ Swc. 23. That when, by the terms of this act, any payment is to be made to a
person mentally incompetent or a minor, such payment shall be made to some
suitable person, corporation, or association, as may be prescribed by regulations
for the benefit of the person entitled thereto.

“ Sec. 24. That the Bureau of War-Risk Insurance, so far as praticable, shall
furnish information to and act for persons in the military or naval service, with
respect to any contracts of insurance whether with the Government or other-
wise, as may be prescribed by regulations. Said bureau shall procure from and
keep a record of the amount and kind of insurance held by every commissioned
and appointive officer and of every enlisted man in the military or naval service
of the United States, including the name and principal place of business of the
company, society, or organization in which such insurance is held, the date of
the policy, amount of premium, name and relationship of the beneficiary, and
such other data as may be deemed of service in protecting the interests of the
insured and beneficiaries,

“ Sec. 25. That whoever in any claim for family allowance, compensation, or
insurance, or in any document required by this act or by regulation made
under this act, makes any statement of a material fact knowing it to be false,
shall be guilty of perjury and shall be punished by a fine of not more than
$5,000, or by imprisonment for not more than two years, or both.

“Sec. 26. That if any person entitled to payment of family allowance or
compensation under this act, whose right to such payment under this act
ceases upon the happening of any contingency, thereafter fraudulently accepts
any such payment, he shall be punished by a fine of not more than $2,000, or
by imprisonment for not more than one year, or both.”

AgrrtIicLE II.
ALLOTMENTS AND FAMILY ALLOWANCES.

SEc. 200. That the provisions of this article shall apply to all enlisted men
in the military or naval forces of the United States.

SEc. 201. That allotment of pay shall, subject to the conditions, limitations,
and exceptions hereinafter specified, be compulsory as to wife, a former wife
divorced who has not remarried, and a child, and voluntary as to any other
person; but on the written consent of the wife or former wife divorced, sup-
ported by evidence satisfactory to the bureau of her ability to support herself
and the children in her custody, the allotment for her and for such children
may be waived; and on the enlisted man’s application or otherwise for good
cause shown, exemption from the allotment may be granted upon such con-
ditions as may be prescribed by regulations.

The monthly compulsory allotment shall be in an amount equal to the
family allowance hereinafter specified except that it shall not be more than
one-half the pay, or less than $15; but for a wife living separate and apart
under court order or written agreement or for a former wife divorced, it shall
not esceed the amount.specified in the court order or agreement to be paid
to her.

If there be an allotment for a wife or child, a former wife divorced and
who has not remarried shall be entitled to a compulsory allotment only out
of the difference, if any, between the allotment for the wife or child or both
and one-half of the pay.

Qre. 202, That the enlisted man may allot any proportion or proportions
or any fixed amount or amounts of his monthly pay or of the proportion
thereof remaining after the compulsory allotment for such purposes and for
the benefit of such person or persons as he may direct, subject. however, to
cuch conditions and limitations as may be prescribed under regulations to
be made by the Secretary of War and the Secretary of the Navy, respectively.

SEc. 203. That in case one-half of an enlisted man’s monthly pay is not al-
lotted, regulations to be made by the Secretary of War and the Secretary of
the Navy, respectively, may require, under such circuinstances and conditions
as may be prescribed in such regulations, that any proportion of such one—half
pay as is not allotted shall be deposited to his eredit, to be held during such
period of his service as may be prescribed. Such deposits shall hear interest
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at the rate of four per centum per annum, with semiannual rests and, when pay-
able, shall be paid principal and interest to the enlisted man, if living, otherwisc
to any beneficiary or beneficiaries he may have designated, or if there he no such
beneficiary, then to his next of kin.

SEC. 204. That a family allowance of not exceeding $50 per monil shall be
granted and paid by the United States upon written application to the hureau
by such enlisted man or by or on behalf of any prospective beneficiary, in ac-
cordance with and subject to the conditions, limitations, and exceptions herein-
after specified.

The family allowance shall be paid from the time of enlistment to death in
or one month after discharge from the service, but not for more than one month
after the termination of the present war emergency. No family allowance shall
be made for any period preceding declaration of war. The payment shall be
subject to such regulations as may be prescribed relative to cases of desertion
and imprisonment and of missing men.

Subject to the conditions, limitations, and exceptions hereinabove and here-
inafter specified, the family allowance payable per month shall be as follows:

Class A. In the case of a man, to his wife (including a former wife divorced)
and to his child or children:

(a) If there be a wife but no child, §15.

(b) If there be a wife and one child, $25.

(e) If there be a wife and two children, $32.50, with $5 per month additional
for each additional child.

# (@) If there be no wife, but one child, $5.

(e) If there be no wife, but two children, $12.50.

(f) If there be no wife, but three children, $20.

(g) If there be no wife, but four children, $30, with $5 per month additional
for each additional child.

Class B. In the case of a man or woman, to a grandchild, a parent, brother,
or sister:

(a) If there be but one parent, $10.

(b) If there be two parents, $20.

(¢) For each grandchild, brother, sister, and additional parent, $5.

In the case of a woman, to a child or children:

(d) If there be one child, $5.

(e) If there be two children, $12.50.

(f) If there be three children, $20.

(g) If there be four children, $30, with $5 per month additional for each
additional child.

Sec. 205, That family allowances for members of class A shall be paid only
if and while a compulsory allotment is made to a member or members of such
class. The monthly family allowance to a former wife divorced shall be pay-
able only out of the difference, if any, between the monthly family allowance
to the other members of class A and the sum of $50. For a wife living separate
and apart under court order or written agreement or to a former wife divorced
the monthly allowance, together with the allotment, if any, shall not exceed the
amount specified in the court order or agreement to be paid to her.

Sec. 206. That family allowances to members of class B shall be granted only
if and while the member is dependent in whole or in part on the enlisted man,
and then only if and while the enlisted man makes a monthly allotment of his
pay for such member or members equal to the amount of the monthly fainily
allowance as hereinabove specified, except that

(a) The maximum monthly allotment so required to be made 'to members of
class B shall be one-half of his pay.

(b) Xf he is making no allotment to a member of class A, the minimuwumn
monthly 2llotment so designated to be made to members of class B shall be $15
per month.

(¢) If he is making the compulsory allotment to a member of class A, the
minimum monthly allotment so designated to be made to members of class B
shall be one-seventh of his pay, but not less than &5 per month.

On the enlisted man's application, or otherwise for good cause shown, exemp-
tion from the allotment as a condition to the ullowance may he granted, upon
such conditions as may be prescribed hy regulations.

See. 207. That the amount of the family allowance to members of class B
shall be subject to each of the following lmitations:

(a) If an allowance is paid to one or more beneficiaries of class A, ‘gl}g total
allowance to be paid to the beneficiuries of class B shall uot exceed the (hﬁ'e:rence
between the allowance paid to the beneficiaries of c¢lnss A and the sum of $50.
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(b) The total monthly allowance to beneficiaries of class B added to the en-
listed man’'s monthly allotment to them shall not exceed the average sum habitu-
ally contributed by him to their support monthly during the period of depend-
ency but not exceeding a year immediately preceding his enlistment or the
enactment of this amendment,

SEc. 208. That as between a wife, including a former wife divorced, and the
children not in her custody, and as between children, the amount of the allot-
ment and family allowance shall be apportioned as may Dbe prescribed by
regulations.

Sec. 209. That allotments and family allowances shall be paid to or for the
beneficiaries, as may be provided by regulations to be made by the Secretary
of War and the Secretary of the Navy, respectively.

Sgc. 210. That upon receipt of any application for family allowance the
commissioner shall make all proper investigations and shall make an award,
which award shall be certified to the War Department or Navy Department,
a8 may be proper. Whenever the commissioner shall have reason to believe
that an allowance has been improperly made or that the conditions have
changed, he shall investigate or reinvestigate and may modify the award. The
amount of each monthly allotment and allowance shall be determined accord-
ing to the conditions then existing.

ArTIicLE IIT.
COMPENSATION FOR DEATH OR DISABILITY.

Sec. 300. That for death or disability resulting from personal injury suffered
or disease contracted in the course of the service in the line of duty, by any
commissioned officer or enlisted man or by any member of the Army Nurse
Corps (female) or of the Navy Nurse Corps (female) when employed in the
active service under the War Department or Navy Department, the United
States shall pay compensation as hereinafter provided.

SEc. 301. That if death results from injury—

If from a marriage contracted before or within ten years after the injury the
deceased leaves a widow or child, or if he leaves a widowed mother substan-
tially dependent upon him for support, the monthly compensation shall be the
following percentages of his pay:

(a) For a widow alone, $35.

{b) For a widow and one child, $45.

(¢) For a widow and two children, $52.50, with $5 for each additional child
up to two.

(d) If there be no widow, then for one child, $20.

(e) For two children, $35.

(f) For three children, $45, with $10 for each additional child up to two.

(g) For a widowed mother, $30. The amount payable under this subdivision
shall not be greater than a sum which, when added to the total amount payable
to the widow and children, does not exceed $75. This compensation shall be
payable for the death of but one child, and no compensation for the death of
a child shall be payable if such widowed mother is in receipt of compensation
under the provisions of this article for the death of her hushand. Such com-
pensation shall be payable whether her widowhood arises before or after the
death of the person and whenever her condition is such that if the person were
living the widowed mother would have been substantially dependent upon him
for support.

If the deuth occurs after discharge o1 resignation from service, the United
States shall pay hurial expenses not to exceed $100, as may be fixed by regula-
tions.

The payvient of compensation to a widow or widowed mother shall continue
until her death or remarriage.

The payuient of compensation to or for a child shall continue until such
child reavhes the age of eighteen years or marries, or if such child he incapable,
because of mental or physical infirmity, of pursuing any substantially gainful
occupation, then until marriage or death or until such incapacity ceases.

Whenever the compensition payable to or for the benefit of any person
under the provisions of this section is terminated by the happening of the con-
tingency upon which it is limited, the compensation thereafter for the remain-
ing beneficiary or heneficiaries, if any, shall be the amount which would have
been payabie to them if they had been the sole original heneficiaries,
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:As between the widow and the children not in her custody, and as bherween
('hlldl'(_)ll. the amount of the compensation shall he apportioned as may be
prescribed by regulations. '

SEc. 802. That if disability results from the injury—

. .(1) If and while the disability is total =0 us to make it impracticable for the
injured person to pursue any gainful oceupation, the monthly compensation
shall be the following amounts:

(a) If he has neither wite nor child living, $40,

(b) If he has a wife but no child iivine, $55. '

(¢} If he has a wife and one child living, $65.

(d) If he has a wife and two or more children living, $75.

(e) If he has no wife, but oue child living, $50, with $10 for each addi-
tional child up to two.

(f) If he has a widowed mother substantially dependent on him for support,
then, in addition to the above, $10.

To an injured person who is totally disabled and in addition so helpless as
to be in constant need of & nurse or attendant, such additional sum shall he
paid, but not exceeding $20 per month, as the director may deem reasonable:
Provided, however, That for the loss of both feet or both hands or both eyes,
or for becoming totally blind from causes occurring in the service of the United
States. the rate of compensation shall be $100 per month: Provided Further,
That no allowance shall be made for nurse or attendant.

(2) If and while the disability is partial the monthly compensation shall
be a percentage of the compensation that would be pavable for his total dis-
ability, equal to the degree of the reduction in earning capacity resulting from
the disability, but no compensation shall be pavable for a reduction in earning
capacity rated at less than ten per centum.

A schedule of ratings of reductions in earning capacity from specific injuries
or combinations of injuries of a permanent nature shall be adopted and
applied by the hureau. Ratings may be as high as one hundred per centum.
The ratings shall be based as far as practicable upon the average impairments
cf earning capacity resulting from such injuries in civil occupations, and not
upon the impairment in earning, capacity in each indivdual case, so that there
shall be no reduction in the rate of compensation for individual success in over-
coming the handicap of a permanent injury. The bureau shull from time to
time readjust this schedule of ratings in accordance with actual experience.

(3) In addition to the compensation above provided, the injured person shall
be furnished by the United States such reasonable medical, surgical, and hos-
pital services and supplies, including artificial limbs, trusses, and similar appli-
ances, as the director may determine to be useful and reasonably necessary. .

(4) The amount of each monthly payment shall be determined according
to the family conditions then existing.

SEC. 803. That every person applying for or in receipt of compensation for
disability under the provisions of this article shall, as frequently and at such
times and places as may be reasonabhly required, submit himself to examination
by a medical officer of the United States or by a duly qualified physician desig-
nated or approved by the director. He may have a1 duly qualified physician
designated and paid by him present to participate in such examination. For
all examinations he shall, in the discretion of the director, be paid his reason-
able traveling and other expenses and also loss of wages incurred in order to
submit to such examination. If he refuses to submit himself for, or in any
way obstructs, any examination, his right to c¢laim compensation under this
article shall he suspended until such refusal or ohstruction ceases. No com-
pensation shall be payvable while such refusal or obstruction continues, and
no compensation shall be payable for the intervening period.

Every person in receipt of compensation for disability shall submit to any
reasonable medical or surgical treatment furnished by the hureau whenever
requested by the bureau; and the conseguences of unreasonahle refusal to sub-
mit to anyv such treatment shall not be deemed to result from the injury com-
pensated for.

Sec. 304. That if the injured person be deemedl compelent wul not likely to
become a public charge upon his application and evidence satisfactory to the
director that it will be for his best interests and for the hest inferests of hig de-
pendents, if any, future compensation paywments for disability may he com-
muted in whole or in part for a lump sum equal to the present value of such
payments or the proportion thereof to be commuted. and such Tump sum paid
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to the injured person in lieu of all further compensation or of the proportion
sn commuted of all future payments of compensation: Provided, however, That
in case of partial disability rated at thirty per centum or more of total dis-
«hility, or in case of total disability, not more than fifty per centum of the
compensation payments as for a man without a wife or child shall be so com-
mutable. The basis for determining present values of future payments of com-
pensation shall be prescribed from time to time by reguhtion

Sec. 305. That in cases of dismemberment, of injuries to sight or hearing,
and of other injuries commonly causing permanent disability, the injured per-
son shall follow such course or courses of rehabilitation, reeducation, and
vocational training as the United States may provide or procure to be provided.
Should such course prevent the injured person from following a substantially
gainful occupation while taking same, a form of enlistment may be required
which shall bring the injured person into the military or naval service. Such
enlistment shall entitle the person to full pay as during the last month of
his active service, and his family to family allowances and allotment as here-
inbefore provided, in lieu of all other compensation for the time being.

In case of his willful failure properly to follow such course or so to enlist,
payment of compensation shall be suspended until such willful fallure ceases
and no compensation shall be payable for the intervening period.

Sec. 306. That upon its own motion or upon application the bureau may at
any time review an award, and, in accordance with the facts found upon such
review, may end, diminish, or increase the compensation previously awarded, or,
if compensation has been refused or discontinued, may award compensation.

Sec. 307. That in this article the term “ pay ” means the monthly pay at the
time of the injury, or in case of disability resulting from disease, at the time
of the beginning of such disability, unless at such time he is not in the service
of the United States, in which case it shall be taken to refer to the monthly pay
at the time of his leaving such service.

Sec. 308. That no compensation shall be payable for dJdeath or disability
which does not oceur prior to or within one year after discharge or resignation
from the service, except that where, after a medical examination made pursuant
to regulations, at the time of discharge or resignation from the service, or
within such reasonable time thereafter, not exceeding one year, as may be
allowed by regulations, a certificate has been obtained from the director to the
effect that the injured person at the time of his discharge or resignation was
suffering from injury likely to result in death or disability, compensation shall
be payable for death or disability, when occurring, proximately resulting from
such injury.

Sec. 309. That compensation shall not be payable for death in the course of
the service until the death he officially recorded in the department under which
he may be serving. No compensation shall he payable for a period during which
the man has heen reported “ missing ” and a family allowance has been paid for
him under the provisions of Article IL.

SEc. 310. That no compensation shall he payable for death inflicted as a
lawful punishment for a crime or military offense except when inflicted by the
eneuty, A dismnissal or dishonorable or had-conduct discharge from the service
shall har and terminate all right to any compensation under the provisions of
this article.

Src. 311. That no compensation shall he payvable unless a claim therefor be
filed, in case of disahility, within ten years after discharge or resignation from
the service, or, in case of death in the course of service, within ten years after
such death is officially recorded in the department under which he may he serv-
ing: Provided, hounever, That where compensation is payable for death or dis-
ability occurring after discharege or resignation from the service, claim must be
made within ten years after such death or the hecinning of such disability.

The time herein provided may be extended by the director not to exceed one
veuar for good cause shown  If at the time that any richt acerues to any person
under the provisions of this article, such person is a minor. or it of unsound
mind or physically unable to make a claim, the time herein provided shall not
hegin to run until such disability ceases.

Szke. 312, That no compensation shall be payable for any period more than
two years prior to the date of claim therefor, nor shall increased compensation
be awarded to revert hack more than one year prior to the date of claim
therefor.

Sec. 313. That compensation under this article shall not be assignable, and
shall be exempt from attachment and execution and from all taxation.
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SEC. 314. That compensation under this article shall not he paid while the
person 1s 1n receipt of service or retirement pay. Existing pension laws and
laws providing for gratuities or payment in the event of deat in {he service
shall not be applicable after the enactment of,this amendment (o persons now
in or hereafter entering the military or naval service, except in ~o far as rights
under any such law shall have heretofore acerued.

Compensation because of disability or death of members of the Army Nurse
Corps (female) or of the Navy Nurse Corpx (female) shall he in lieu of any
compensation for such disability or death under the aci entitled “An act to
provide compensation for employees of the United States suffering injuries
while in the performance of their duties, and for other purposes,” approved
September seventh, nineteen hundred and sixteen.

Sec. 315. That if an injury or death for which compensation is payable under
this act is caused under circumstances creating a legal liability upon some
person other than the United States or the enemy to pay damages therefor,
the director, as a condition to payment of compensation Ly the United States,
shall require the beneficiary to assign to the United States any right of action
he may have to enforce such liability of such other person or any right which he
may have to share in any money or other property received in satisfaction of
such liability of such other person. The cause of action so assigned to the
United States may be prosecuted or compromised by the director, and any
money realized thereon shall be placed to the credit of the compensation fund.

ArntictE IV.
INSURANCE.

Sec. 400. That in order to give to every commissioned officer and enlisted
mun and to every member of the Army Nurse Corps (female) and of the Navy
Nurse Corpz (female) when employed in active service under the War Depart-
ment or Navy Department greater protection for themselves and their depend-
ents than is provided in Article III, the United States, upon application to the
bureau and without medical examination, shall grant insurance against the
death or total disability of any such person in any multiple of $500, and not
less than $1,000 or more than $310,000, upon the payment of the premiums as
hereinatter provided.

SEc. 401. That such insurance must be applied for within oue hundred and
twentv days after enlistment or after entrance into or emplovment in the
active service and bhefore discharge or resignation, except that those persons
who are in the active war service at the time of the publication of the terms
and conditions of such contract of insurance may apply at any time within
one hundred and twenty days thereafter and while in such service. Any per-
son in the active <service on or after the sixth day of April, nineteen hundred
and seventeen, who, while in such service and before the expiration of one
hundred and twenty days from and after such publication, hecomes or bhas
become totally disabled or dies, or has died, without having applied for
insurance, shall he deemed to have applied for and to have been granted insur-
ance, payable to such person during his life in monibly installments of §25
each. If he shall die either hefore he shall have received any of such monthly
installments or before he shall have received two hundred and forty of such
monthly installments, then $25 per month shall he paid to his wife. child, or
widowed mother if and while they survive him: Provided. howerer, That not
more than two hundred and forty of such menthly installments, includivg those
received by such person during his total disability, shall be so paid; and in
that event the amount of the monthly installments shall be apportioned hetween
them as may he provided by regulations.

SEc. 402. That the director. subject to the gencral direction of the Necretary
of the Treasury, shall promptiy determine upon and publish the full and exact
terms and conditions of such contract of insurance. The insarance shall not he
assignable, and shall not he subject to the claims of creditors of the insured
or of the heneficiary. It shall be payvable only to a spouse, ¢hild, grandehild,
parent, hrother, or xister, and also during total disahility to the injured person,
or to any or all of them, and to such other persons as may be provided fromn
time to time by regulations.  The insurance shall he payable only in ins{allments.
Provisions for maturity at certain ages, for continuous installments during the
life of the insured or beneficiaries, or both, for cash, loan, paid-up and extended
values, and such other provisions for the protection and advanfage of and for
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alternative benefits to the insured and the beneficiaries as may he found to be
reasonable and practicable, may be provided for in the contract of insurance.
Subject to regulations, the insured shall at all times have the right to change
the beneficiary or beneficiaries of such insurance without the consent of such
beneficiary or beneficiaries, but only within the classes herein or as in the
regulations provided. If no beneficiary within the permitted class be designated
by the insured, either in hig lifetime or by his last will and testament, or if the
designated beneficiary does not survive the insured the insurance shall he pay-
able to such person or persons, within the permitted class of beneficiaries as
would under the laws of the State of the residence of the insured be entitled to
his personal property in case of intestacy. If no such person survive the insured,
then there shall be paid to the estate of the insured an amount equal to the
reserve value of the insurance at the time of his death, calculated on the basis
of the American Experience Table of Mortality and three and one-half per
centum interest in full of all obligations under the policy.

SEc. 403. That the United States shail bear the expenses of administration
and the excess mortality and disability cost resulting from the hazards of war.
The premium rates shall be the net rates based upon the American Experience
Table of Mortality and interest at three and one-half per centum per annum.

SEc. 404. That during the period of war the insurance shall be term insurance
for successive terms of one year each, convertible after war, without medical
examination, into such form or forms of insurance and with such provisions for
premium payments as may be prescribed by regulations. Payments of premiums
in advance shall not be required for periods of more than one mmonth each and
may be deducted from the pay or deposit of the insured or be otherwise made
at his election. ’

Sec. 405. That in the event of disagreement as to a claim under the contract
of insurance between the bureau and any beneficiary or beneficiaries thereunder,
an action on the claim may be brought against the United States in the district
court of the United States in and for the district in which such beneficiaries or
any one of them resides. The court, as part of its judgment, shall determine
and allow such reasonable attorney’s fees, not to exceed ten per centum of the
amount recovered, to be paid by the claimant on behalf of whom such proceed-
ings are instituted to his attorney; and it shall be unlawful for the attorney
or for any other person acting as claim agent or otherwise to ask for, contract
for, or receive any other compensation because of such action: And provided
further, That no other compensation or fee shall be charged or received by any
person except such as may he authorized by the commissioner in regulations
to be promulgated by him. Any person violating this act shall be deemed guilty
of a misdemeanor, and upon conviction thereof shall, for each and every such
offense, be fined not exceeding $500, or be imprisoned at hard labor not exceeding
two years, or both, in the discretion of the court.

Passed the House of Representatives September 13, 1917.

Attest: .
SouTH TRIMBLE, Clerk.

The CHAamMaN. Here are various communications received from
different people upon the subject of this bill. T expect we had better
have them put in the hearings at the end of the oral statement, if the
subcommittee approve.

Senator Smoor. In connection with the statement you have just
made, I have a letter from Senator Dillingham, quoting a part of a
letter that he had received from Hon. F. A. Howland, president of
the National Life Insurance Co.

(The letter referred to above is here printed in full, as follows:)

UNITED STATES SENATE,
COMMITTEE ON THE UNIVERSITY OF THE UNITED STATES,
Washington, D. C., September 17, 1917.

Dear SENATOR SMooT: In a letter recantly received from Hon. F. A. Howland,
president of the National Life Insurance Co., relating mostly to other matters,
he referred to the McAdoo indemnity and insurance bill, and said :

“The only objection we have to the bill is to some features of the life-
insurance article, and particularly those portions which contemplate a con-
tinuance of the life-insurance service after the close of the war, the apprehen-
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sion being, of course, that this activity may furnish an openive wedge for
those wl}o may be indined to favor Government insuraunce zenerally. 7

*“I think the House did a wise thing in reducing the maximum amount of
insurance on a single life from $10,000 to $5,000, and presume a smaller aimount,
say, $2,000 or §2,500, would more nearly he right, and then be considerubly in
excess of the amounts of insurance which the soldiers would novinally t‘uke.
even if the rats were much lower than cost. '

“The basis of the low rate—$7 to $10 per $1,000—which the Government is
to ask is the actual mwortality charge which would be necessary under ordi-
nary conditions to pay the actual death loss during the two or three years
of the war. This rate, of course, excludes all expensz of management, all
extra mortality because of the war hazard, and should not carry with it any
obligation to change to a higher form of insurance without medicul examination.

“To my mind the esxsentially bad feature of the Dhill as it now stands is the one
which allows soldiers and sailors at the close of the war to transform their
insurance from term insurance to ordinary life or any of the higher forms,
regardless of the physical condition of the insured, under an agreement that
the Government will carry the insurance at the net rate; that is, without any
charge for expense of management. If the carrying of such insurance after the
war could in some way be limited to the men who by reason of the war have
become so physically unfit that they could not procure insurance in the regular
companies, I think the obligation of the Government would be fully met and the
danger of the Government embarking in the life insurance husiness quite largely
avoided. Of course the granting of insurance at all is something beyond what
has ever been incorporated in any pension scheme, so far as I am aware, and the
act without the article relating to life insurance seems to provide indemnity
for disablement and death on a2 more generous scale than ever has been done
hefore.

“* % x yhat the cost of this insurance may be no one can predict, hut if
the war lasts a year or two more I believe Mr. McAdoo’s estimate of the expense
which will arise under his measure will prove to be entirely inadequate.”

Mr. Howland's views are so clearly stated and his viewpoint is so fair and
reasonable that I trust you may consider his suggestions carefully while engaged
in perfecting this measure.

Sincerely, yours,
TW. P. DILLINGHAM.

The CrHarRMAN. Whom have the insurance men selected to be heard
on their behalf? _

Mr. Ipe. I represent the insurance committee appointed by the
Secretary of the Treasury, and will go ahead now if it is agreeable to
the committee. _

The CraryMaxN. You may proceed. Just go ahead in your own
way. ‘

STATEMENT OF GEORGE E. IDE, PRESIDENT OF HOME LIFE INSUR-
ANCE C0., NEW YORK CITY.

Mr. Ipe. T have reduced this to writing so that it will be as brief
as possible. The discussion of the details of this important measure
has been most ample and the points already made need not be re-
stated as they are matters of record in Congress and are printed in
the hearings before the Committee on Interstate and Foreign Com-
merce of the House. ' '

From the mass of detail it is hard for any but a trained mind to
sift the important testimony and it is well-nigh impossible to keep
clearly before one the underlying principles and aims of the bill, in
order that one may properly view its various provisions.

The impression has been allowed to persist in the public mind that
the insurance committee appointed by the Secretary of the Treas-



14 WAR-RISK INSURANCE.

ury, which committee I represent, was opposed to this measure and
this impression for a long period we were powerless to refute because
we were instructed that our findings must be regarded as confiden-
tial. It was not until the bills were introduced in Congress that this
restriction was removed.

I wish to reiterate now the statement which has been made in all
of our previous reports that our committee is keenly desirous of see-
ing this measure passed. We believe some such measure is due to
the soldiers and sailors. We believe it is the patriotic duty of the
Nation to provide, and to provide in'advance, for the vicigsitudes of
war so that the fighting man may go to the front with a clear con-
viction that the Nation is to stand behind him, protecting him and
his dependents against the fearful risk he is undertaking from a
patriotic sense of duty. The patriotism of the insurance men of the
country is no less. because in this discussion we have not indulged in
glittering generalities nor allowed our sober judgment to be blinded
to the necessity of doing all we can to make this bill clear in its
intention and fair in its operation. It must be liberal but wisely
economical and it must be based upon scientific reasoning, Its prob-
able cost, both administrative and otherwise, must be understood by
Congress, and this is no time for underestimates. The Nation will
gladly shoulder any burden that’is proper; it will certainly be
Iiberal, but Congress must demand that it have intelligent data upon
which to act and that nothing be concealed. ’

There is only one correct way to undertake a proper study of this
measure and that is to determine what the aims of the bill are and
to test the merits of each provision as it may be in accord with those
aims or run counter to them. )

It is the aim of this bill to provide fair, just, and generous com-
pensation for the soldires and sailors and their dependents in re-
turn for the enormous sacrifices they are now about to make for their
country’s good; to provide a definite and comprehensive plan which
will cover all contingencies and which will become part of the man’s
contract agreement with the Government. Its benefits are to be-
come part of his emolument or wage and there must not be the
slightest element of charity or philanthropy in it. Every benefit
accruing under it is simply a payment of a just debt due the man.
Therefore, we can at once forget the specious argument that if we
liberalize its terms in any respect we are discouraging thrift. Any-
thing which is in the bill now or is proposed which does not measure
up to the standard of a just national obligation should be eliminated.
This being so, it follows naturally or logically that all provisions must
apply equally to all of the same class in the service and that discrimi-
nations of every sort, as between members of the same class, must be
eliminated.

Let us pass at once to a consideration of Article IV, which may
properly be termed “ optional insurance.” The original draft of the
bill provided that the man in the service might provide himself dur-
ing the war with insurance or death indemnity in sums up to $10,000
by the payment of annual net peace rates (averaging $8 per thou-
sand), the determining of the amount of insurance to be taken, if
any, to be left to the man and his decision to be made within a given
time after the passage of the bill or after enlistment.
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TR_emembermg the underlying principle of the bill, viz, that the
Nation shall be taxed as a whole to pay its just debt to all the fight-
ing men, let us seen how this article will work out during the period
of the war. °

The option of taking the insurance provided under Article IV must
be exercised within 120 days from enlistment or 120 days after
passage of this act. If the soldier does not elect to take any of this
surance within the period, his right to do so expires. During the
period named, the men in our fighting forces will be either in France,
en route to France, in the training camps of this country, or on the
seas in our Navy. They will all be more or less inaccessible and will
have little time to attend to their personal affairs. It is planned,
we are told, to carry on an intensive campaign of education so that
every man will be convinced that e needs the insurance and will be
told how cheap it is. Some will take it and some will not. The
Secretary of the Treasury, after stating in his letter to the President
that all will be enabled to take the maximum on account of its cheap-
ness, bases his estimate of probable cost under Article IV on the
supposition that one-quarter of the men will take the insurance for
one-quarter of the maximum of $10,000 which was allowed at that
time under the bill. The estimates as to how this project will work
out are as numerous as the men who make the estimates. It is all
more or less guesswork.

The plan is quite definite as long as the war lasts. It is to provide
renewable term insurance at net peace rates. (The average premium
will be about $8 per thousand). Presumably in most cases-the Grov-
ernment will be instructed to deduct the premiums from the men’s
pay ; otherwise lapses would occur; but nothing definite is said on this
score. If the man once elects to take the insurance, must he stand by
his choice for the rest of the war? e can not increase his insurance,
but can he terminate it? This is unprovided for. The special point
to be borne in mind is that the rate charged by the Government to the
fighting man is a peace rate. The cost of the mortality arising from
war conditions is borne by the Government—that is. the people of
this country. The average peace rate is 8 per thousand. One of our
largest companies, with an extensive war experience on Canadian
risks, said that about $50 per thousand should be added to the peace
rate to cover the war risk. e are expecting now to raise a fighting
force of 2,000,000 men. If 500,000 men take an average of $5,000
insurance each the insurance in force is $2,500,000,000. A war pre-
mium of $50 per thousand is $125,000,000 annually. Possibly 1t is on
account of the size of these figures that the House committee sug-
gested the reduction of the maximum 1n the bill from $10,000 to
$5,000. The Secretary’s first estimate on a $10,000 maximum was
$23,000,000 loss during the first year. Here 1s quite a_discrepancy.
I only give these figures to show you the magnitude of the discrep-
ancy. But in any event, some will take this insurance and others
will not, and under this article we see at once a special class created
made up of those who are thrifty enough to appreciate the bargain
offered and who at the same time can afford to pay for the insurance.
The country is taxed to provide the amount necessary to cover the
war losses under this insurance, and the recipients of the benefits
under this plan are not the dependents of all of the men in our Army
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and Navy but a special class which is created by the option given to
the men under Article 1V.

The class which does not take this insurance, be it large or small,
will bs without this special life-indemnity protection, and as soon as
deaths begin to occur in this class dissatisfaction will surely arise,
and the basis is laid for the introduction of new legislation to correct
the discrimination. The fact that the discrimination arose from lack
of foresight on the part of the dead hero will not be a popular argu-
ment against further relief to his dependents.

When the war is over this insurance takes on a new phase. The
insurance is then * convertible, without medical examination, into
such form or forms of insurance and with suchc provisions for
premium payments as may be prescribed by regulations.” The bill
simply says the insurance is “ convertible.” It is not mandatory.
If converted at the end of the war the annual premium immediately
advances from $8 per thousand to $15 or $30 per thousand, and the
great mass of the insured will be civilians. As these no longer are in
receipt of a Government wage they will act exactly as other civilians
always have acted—the healthy lives who find the premiums too large
to be conveniently met will withdraw, and our “ special class” above
referred to becomes smaller yet, with all the selection against the
Government.

Further, Prof. Glover, of the University of Michigan, a well-known
expert in mathematics and insurance, says:

The soldier who converts the insurance which he purchased at term rates
# % % will discover 5 or 10 years later that the premium rates based on mor-
tality experience tables of peace timeg without ¢ loading ” charged by the Gov-
ernment in accordance with the terms of the bill are from $1 to $4 per thousand
of insurance in excess of the net cost to the insured in private companies for
the same kind of convertecd policy issued at the same time and age.

These level premium policies contemplated in this vague and in-
determinate way under Article IV will call for loan values, cash
values, extended insurance values, etc., and must have legal reserves
upon which these values rest. The total will run into millions of
dollars. How is this to be invested? In Government bonds? TIf
s0, and if the return be less than 3} per cent, the Government insur-
ance bureau is insolvent. If not, who i1s to determine in what form
of security these funds are to be invested? The bill is silent on this
point. Remember these policies may run for 50 or 60 years.

The supporters of the bill have evaded all inquiries as to what the
real cost under Article IV 1s to be. They differ in their estimates of
what the war mortality is to be. They differ in their estimates as to
how many men will take this insurance—and that is certainly natu-
ral—and they are absolutely silent as to its administrative cost. Do
they realize what it will mean to put into existence and to maintain
this bureau to administer Article IV now and after the war? They
have not as yet given any figures, as far as I know. The bureau in
administering the balance of this bill will be a very busy place, but
this life insurance bureau under Article IV is stupendous in its
magnitude and overwhelming in its detail. What will it cost? Con-
gress should know. Mr. Kingsley, of the New York Life, in his let-
ter to My, Gompers says, “ By the clause which compels the insured
to pay a premium the bill immediately erects all the huge machinery
of a life insurance company,” and then proceeds to point out that the
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outstanding insurance may be $10.000,000.000, or about twice the out-
stan»dlyg msurance of the Mutual Life, the Equitable Life, and the
New York Life combined.

- Another question: What is proposed in the way of new insurance
under this bill after the war? Is thisa war measyre or is it not? The
bill is discreetly silent on this point.

The Cmamrman. In that connection. were you present when the
Becretary of the Treasury gave his testimony upon that point, in
which he said that, of course, the bureau would have to be continued
after the war until the contracts were closed up which were made
during the war.

Mr. Ipe. Yes. sir.

The Cratryax. And that they would take no new business after the
war, except from the Army and Navy.

Mr. Ioe. He said that: but I was wondering what the bill really
intended, whether it intended to keep up this $8 insurance or what 1t
intended. That is largely left to the superintendent.

The Crarryax. He said it would have to keep in existence for the
purpose of closing up existing contracts, and that whether they should
take on new business or not was a question to be determined, but it
would take it on only for the Army and Navy. T think he made that
pretty clear.

Mr. Ipe. Tt should be clearly defined, especially as to article 4,
where the fighting man bears part of the cost. Is this huge insurance
bureau to continue issuing mew insurance after the war? Its advo-
cates say the plan is simply for this war, but this is not stated in
the bill.

Again, what is to become of those men who received no injuries
during the war, who had no insurance or have lapsed what they had
because of their inability to pay the increased premiums after con-
version, or who have surrendered their insurance for any cause ?

Senator SyitH. Is not this practically term insurance, and if the
war ends and they are uninjured and they let it drop, have they not
paid for what they got. and got what they paid for?

Mr. Ipe. They have; and then the question that comes to my mind.
basing it upon my own observation of such matters, is that the ones
who can not keep up their insnrance because of financial inability
after the war will cause a recurrence to pension legislation to talke
care of that class of people, very much on the line of -our present
Service Pensions Bureau. My feeling is that if you believe there
should be life indemnity in addition to the generous provisions of
the bill in articles 2 and 3 you should give the men the insurance.
Then you treat them all alike and those discriminations and criticisms
which will arise from the discrimination will be in a wav avoided.

- The CramrMan. What possible duty can the Government owe to
the soldier in granting insurance except to restore his insurability to
peace conditions; how can the Government owe him insurance gratis?
" Mr. Ipz. It seems to me article 4 should have provided term in-
surance for the period of the war, with a provision that if the unin-
surable people, who would be receiving benefits under the compensa-
tion and disability clauses, needed insurance the Government would
step in and take care of them; but that is not what the bill provides.
The bill says we are going to give to every soldier up to $10.000 the

13883—17—2
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right to take it, and we are going to work it as a great big life in-
surance proposition. I feel the discrimination is even wider than
that, because if the Government is going to do it in the Army and
Navy they are protecting a man for the period of his occupation ; and
why not take it for munition men, for men who work in other depart-
ments of the Army?

The Crmamrman. Is not the discrimination very clear, and does it
not consist in this, that the extra hazard upon the part of the enlisted
man is a Government hazard, and that upon a man in munition plants
is a hazard based upon his contract with the employer, with which
the Government has nothing to do? It did not create it. it is not re-
sponsible for it, and would not pay for it.

Mr. Ine. I have one instance in point. I know of a man who has
a rather technical position, where his knowledge is of very great
value. His position is one of some danger; he is in Government
employ. He is of draftable age and he has been exempted because
the Government needs him right where he is. He has applied to our
company for insurance, but he says, “ If the Government is going to
take care of these other men, why does it not take care of me?”
That is the question he asked.

The CuamrmMan. The Government now takes care of him in the
same way it proposes to take care of the enlisted man. It makes the
employer compensate him.

Mr. Ipe. But the Government employs this man.

Senator Smoor. Have you any idea that if this bill passes, even
as it passed the House, that if the condition of enlisted men and offi-
cers engaged in this war shortly after the war is such that they think
they want pensions they are not going to get them?

Mr. Ipe. They are going to get them; surely. And this only puts
another argument in the hands of people who are going to handle
pension legislation in the future. ,

Senator Smoor. I have not any doubt but that they will get pen-
sions. It will only take one or two encampments with resolutions
to the effect that they should have pensions, to enable them to get
them.

The Cuairman. We can make it much more difficult for them to
work it and invoke public sentiment, and we could not against the
veterans of war heretofore because they were asking for something
they needed which the Government created; and if we relieve these
families under this law while the men are compensated and relieve
them by giving them the opportunity for insurance, then we can meet
the demagogues by saying that this Government has acted more liber-
ally than any other Government did and that they would be trying
to capitalize their patriotism. We could not meet the old veterans
because in the first place we let the families starve while they were
fighting, and we had none of these provisions and insurance privi-
leges; they simply met us on the ground that they were not objects
of charity and that we should make pensions a roll of honor.

Senator Smoor. We may be able to meet the demagogues, but we
will not be able to meet the man who has spent all the Government
has given him, who is in a distressed condition, whose family is suf-
fering, and more than likely many of them will be; and there is only
one way to appeal to the Government. and they are going to get a
pension.
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The Cuarraan. I do not doubt many private pension bills will
pass, but there will not be any more service-pension legislation.

Mr. Ipe. My only feeling was that Article IV will by this aato-
matic discrimination later on introduce a new element.

The Crairaran. Where is that discrimination?

Mr. Ioe. The small class who take insurance and the large class
who do not and who 10 or 15 years from now will think they should
have insurance.

The Cumamaran., Where does the diserimination come in if we
restore the man’s insurability?

Mr. Ipe. That is only a catch phrase. That 1s a phrase that
catches the public mind. Here is A in a little town in New England
who took $5,000, and here is I3, who was not as thrifty and did not
take insurance. Their conditions are exactly alike. When they
come back from the war neither was injured. When they reach old
age A gets back the insurance he took and B is dissatisfied because
he did not take it; then you get the further element of discontent,
which leads to pension legislation.

The CuarMax. Suppose without war A had taken %10,000 and
B $5,000, would there by any discrimination?

Mr. Ipk. Tt is insurance a man is not paying for. He is only
paying $8 out of, we will say, $58 during the war, but he has to make
his decision now, within this 120 days. You will say it is the fault
of the hero who was not thrifty, but his friends say he was only 22
years old, a brave young fellow, ete.

Senator Symrrm. There is one suggestion you make that seems to
me is worthy of a good deal of consideration. It is that this term
insurance is to make up to them their loss of ability to obtain insur-
ance during the war. When the war is over that risk ceases, except
for those whose physical disqualifications exempt them from being
able to obtain policies with the ordinary companies. The thought,
therefore, that vou present is that after the war 1s over we should
only continue to carry those who are unable to obtain other insur-
ance.

Mr. Ipe. That is my feeling. )

Senator Smrra. That those who can obtain other imsurance have
no claim on the Government to continue them longer, and that they
ought to take the other insurance and we make good the losses inci-
dent to the war, if we carry those who, physically injured in the
service. can not obtain outside insurance?

Mr. IpE. Yes, sir. There is another point. They talk about the
insurability of a man and mention $10,000 as a maximum. Among
the people of all ages who are insured, the average policy is $1,800
in the old-line companies. Now, that is not all the people of the
United States of insurable age; that is only the small part of the
citizens of the United States who think enough of insurance in peace
times to take it.

Qenator Saroor. That is the average of those that have taken out
insurance? .

Mr. Ioe. And not of the entire population. . '

The Crarrman. The statement has been made that this ordinary
life insurance, I believe they call it, is the only sort of insurance that
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any man with any sense would want to take as a war hazard from
the insuranee companies.

Mr. Ipe. Yes; he pays by the year.

The CHATRMAN. Now, the ordinary rate for this'in peiace times is
what it will be under this bill.

Mzr. Ine. Eight dollars.

The Cramman. Precisely. If that is the only form of msurance a
man in the Army and Navy would want to, take out. if that i 1s the
most favorable form and we restore his insurability on the basis most
favorable for him, why should we, after the war, not’ petnﬁt him' to
convert that form of insurance into soine other form with a change
of premium to suit the form, to'a 20-year endowment or whatever he
wanted ; because what would be the most advantageous form of in-
surance for a mah taking a war hazard would not be the same as fot’
a man taking the ordinary peace hazard, and if he were allowed to'
do that, ow could you possibly ‘discontinue the operations of the
burean until all the contracts ‘entered 1nto and convertéd have 'beeri
terminated ?

Mr. Ioe. Because if the idea of the artlcle is what some of us Have
been led to beheve it is—that 'is, to pr0V1de agamst thig Toss of in-
surability—there is not loss of 1ns'urab1hty after the war for those
who' come out of the war more fit' physically than before.

The Cruammax. Suppose I was 21 yéars of age and the war lasted
six years, or any time ol please: It is trie ‘that after the war T
would be insurable under the ordihary life-renewable plan at the rate
of 27 years, and ‘that would be what the Govet‘nmen*t would e giv-
ing me then 'no more and no less. If that man could in peace times
go 'to an ingurance comipany and ‘et it at that rate, there Woulél Be
nothmo in the world to prevent ’hlm gwihg ap his msurance nnder‘
the Governmerit and buyihg that. =~

Judge Mack. May I make one slight corvection in that statenrent
of facts? If he bought it from the Goverriment at $8 he could ot
buy it from private “insurance comptmles at the same rate, bec(mse
they add about 24 per cent for “loading.” ‘

The Cramryan. The point I am makmg is this: Tf he found that
instead ‘of converting this into an endowment of 20-year p‘t‘y‘ment
or &dmething ‘else, with 'thie Government, he got a cheaper rate upon
the new plan frotn the insurance: companies, there would be ‘nbﬂlmb"
to prevent him doing that.

Mr. Ik. I want to call your attention to the fact that that loadihy,
which is for overhead chatges, etc., will be paid by the people of the
United States.

The CHATRMAN. Juét as in war a part of the risk is paid by the
United States. ‘ :

r. Toe. And there has hothing been said by the proposers of this
measure as to administrative cost, and, gentlemen, you have no idea’
of what you are doiny under article 4 when vou take up this enér’lﬁ
mous life insurance business.

The CrairMAN. We have some expenencc under the pension law
as to what the cost is.

But the point is this: That, as I understand it, we are seeking
here to have the Government carrv only ‘that’ par‘t of the expense
which the Government has caused the man by calling him into serv-
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wce. We therefore pay a part of it out of the Public Treasury, which
amounts to war risk; and, in paying it, we of course administer it
and pay the cost of the administration. Now the man pays the ordi-
nary rate from these tables. )

~ Mr. Ipe. The point about that is that you have just stated that you
are taking care of the men who have been injured by the war in some
way, but immediately after the war is over, although the bill is quite
indefinite, the tallk has all been that these converted policies were
going to be carried and that the Government is going to continue to
carry the administrative expense of the life insurance of those who
will have Government rates until they die. You see that that is lost
sight of unless one studies it very carefully.

Senator Sarrra. Do you understand the Government pledges itself
to carry that loss permanently or during the war?

Judge Macg. The statement in the bill is permanently.

Mr. Toe. The Government says, “ We will give you these converted
policies at net rates, without any charge for administrative or over-
head expense.”

Judge Mack. Yes; that is what the bill says.

The CrarMax. Go ahead.

Mr. Ipe. When old age and infirmities come to them, can you not
see recurring, for the benefit of this class, legislation exactly similar
to that which we have had in the past in regard to pensions? Will
this bill prevent future pension legislation? It is my firm belief that
if, as is proposed, you provide allowances for the dependents of the
fighting men, if vou grant to the dependents of men who have been
injured compensation for partial disability, total disabjlity, and
leath, you have acted generously and wisely. If in addition to the
death indemnity under Article III you give to all a stated sum, be 1t
$1,000 or $2.000 or more. without any payment of premium, this
amount to be payable in the event of death within a stated period, not
mare than 10 years after the close of the war, you will have adopted
a plan more generous in its scope, more American in its spirit than
has ever been dreamt of by any other nation. You will have filled
our fighting men with courage and with enthusiasm, and you will
have treated all alike.

Make it clear that this is a measure to meet the exigencies of this
war. As far as possible rid the bill of all vague and uncertain lan-
guage and leave as little as you can to future determination and
decision by the bureau. Eliminate Article IV as being too vague
in its language and utterly unsound in principle. It leads to mani-
fest discriminations and consequent injustices. It opens the door
wide for future pension legislation. It involves nqedless adminis-
trative expense. It offers great rewards to speculation. Tt is class
legislation in favor of those who are able to pay the premiums, espe-
ciglly after the war. It can not be opposed simply as State insur-
ance becanse it does not pretengd to sell insurance at cost but at less
than cost.

Senator Sanrn. Hew could anybody question about the cost?

Mr. Toe. It was questioned in the public prints. Somebody has
got to pay the cost. o . ) v

Senator SyaTH. You do not think it can administer itself?
~ Mr. Ine. Not on your life. :
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The Crammman. Suppose you amend it and put it at cost less ad-
ministrative expense.

Mr. Ipe. Noj it does not pretend to do that, because during the war
it proposes to sell at $8 instead of $58, we will say. The bill has the
effect of creating in the minds of these people the idea that they are
getting insurance at $8 a thousand. Now, why give them something
which 1s going to disappoint them? Because a man will say, “ I paid
$8 a thousand for this insurance during the war; the war is over and
I am living on my farm quietly, with no peril, and the rate goes up
$25.” Is the ordinary soldier, the ordinary farmer, the ordinary
small man capable of seeing these fine distinctions? You are sowing
the seed of discontent by Article IV, in my opinion.

The Cuamrman. That seems to me rather begging the question, be-
cause the very point that we are making is that the Government onght
to pay all expense and give him the ordinary insurable cost to him
In peace times, _

Mr. Ibe. Eliminate this entirely, and in its place give to every
fighting man without cost life insurance for such an amount as you
think the Nation can afford, for $1.000 or $2,000 or $3,000, payable to
the dependents, in installments if you prefer, in the event of death from
any cause at any time prior to 5 years or 10 years after the war is
over. This is simple of administration and the only doubtful ele-
ment in the calculation of its cost is the war loss. It is fair to all,
and no one can feel he has been unjustly treated or placed in a posi-
tion where he may be robbed of his insurance because of future
financial difficulties. ‘

The Cmamrman. What would be the paid up value, let us say, of
one of these policies after it had been paid, say, for five years?

Mr. Ipe. You mean after conversion?

The Cmamrman. Yes.

Mr. Ibpe. Oh, that would depend entirely upon the size of the
policy and the age, and its duration. It would be impossible to give
a general answer.

The Crmamryan. Take a man of 27 insuring this year. Five years
from now. what would be the cash value and what the paid-up value?

Mr. Ioe. I could not tell you.

The Crarrman. This is done without medical examination.

Mr. Ipe. It would be based on the reserves, as it is in all the States.
T would not like to answer that.

The Cmamrmax. T was thinking we might put the provision in the
bill allowing them 2 paid-up statement.

Judge Mack. Tt is in the bill. The part you have reference to has
to do with commuting the compensation. The insurance clause pro-
vides that after it is converted all these things happen.

Mr. Ine. What 1 recollect was that the bill savs those paid-up
values, loan values, etc., will be provided in the future by regulation,
which regulation is going to be done by this superintendent of this
new bureau and such other people as may be called in, so that when
every insured man buys his contract within 120 days he does not
know what he is buying.

Senator Smoor. Your recommendation there, if T understand it cor-
rectly, would be that the bill be so amended that we allow in case of
death so much, say, $1,000 or $2,000 or $3,000, or in case of total dis-
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ability an amount in proportion. In other words, you would recom-
mend that that be attached to Article IIT over and above what
Article ITT provides for, do away with Article IV, and the creation
of an insurance bureau in the Treasury Department.

_Mr. Ipe. Exactly. That is the key.” That is the erux of the situa-
tion.

The Cratryax. And that all insurance be without any pavment of
preiniums.

Mr. Ipe. There is another clement in the bill which did not ecatch
my eye until this morning. The bill provides that this insurance
shall be only obtainable to specified relatives. That is, of course,
inserted properly to prevent. as far as possible, any speculation.
My impression. after reading the bill. is that when a man who pays
15 or 20 years after the war the regular net rate and he dies, if he
has not a spouse or son or daughter or some one mentioned in the
bill, the Government decides then to simply return the reserve, and
he loses all that money that he had paid in, which he was originally
entitled to in case of his death.

Judge Macr. Quite right; what he himself could have gotten the
day before he died—what he could have cashed in for.

Mr. Ine. T wish we could do that in private insurance.

Judge Macx. You could assign it to anybody you pleased.

Mr. Ibpk. That is a very curious feature of the bill—to take away
property, and then because a man happens to be fortunate enough
to outlive all his relatives

The Cramyax. How do you take away private rights when he
volunteers the insurance?

Mr. Ipe. He has paid the level premium it calls for.

Senator SyrTH. He has not paid a straight premium; he has paid
a premium free from the cost of administration which must neces-
sarily be an expensive and burdensome charge upon the Government.

Mzr. Jpe. There is no question about that.

The CHAamdax. It would not be quite as expensive in proportion
as.you think. Take what the Pension Bureau costs. This thing
would hardly cost more than that. Take the immense sums in-
volved, and the expenses of the administration is not as great.

Senator Sxoor. You will find it will be administered hy the Gov-
ernment more expensively than by any life insurance company in
the T'nited States.

Senator Smrri. The clement of expense that the Government wilt
not have is the expense of solicitation.

Mr, vk, That is all. Under the laws of all States—and, I think,
equitably—a man having an insurance policy upon which the pre-
mium is payable should have notice. He becomes a civilian after
the war: he must remit his preminms. His preminm remittance
must be acknowledged. Everyv State allows 30 davs of grace. Are
vou going to allow 30 days’ grace; are you going to calculate interest
on all these premiums: are you going to go through all the machinery
of a life insurance company? If you take the three largest in-
surance companies in the world and put them together and multiply
them by two, you have not got the life insurance which would be
created m this bill within 120 days.
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Senator Smiru. I suggested a few moments ago that the only ex-
pense to the Government would be the expense of solicitation. Upon
a moment's reflection I can see that there are a number of others.

Mr. Ine. No such insurance is going to be carried on without ad-
ministration. Of course, it can not be. All these are regulation
points which are indefinite and vague in the bill. ‘

The Cirarryvax. This point as to how much time and notice, ete.;
those are all left to the regulation of the board, and undoubtedly the
hoard can make regulations much more wisely than Congress.

Mzr. Ibe. But, Senator. may T call attention to this, which I said
before at one of the other hearings: That you are expecting to get a
man to run this bureau at $6.000 a year.

Senator Sarrra. $5,000.

Mr. Ipe. Would you feel like taking ten billions of insurance, with
the investment of the funds, the handling of the details, with the
payment of the proper people, ete., and give it to a $5,000 man to
administer 1f it were your own private business?

Senator Smrra. Not if it were a matter of private business; but I
trust a man to serve the Government for very much less than he
would be willing to serve in private business.

The Cuamrman. The President of the United States serves for
less than many a president of a railroad or insurance company, and
there is not a president of a railroad or insurance company that
~vonld not like to be President to-morrow. There is some question
as to whether salaries are sulficient. but my observation in life is that
you do not always draw a jewel in proportion to the amount paid
tor it. Very frequently a man is better fitted for work who would
be willing to take it partially from financial motives or from motives
higher than that than a man who would undertake it solely for
monetary compensation, and frequently he is much more to be
trusted.

Judge Macr. Mr. Ide has quoted from somebody else. Mr. Ide,
you quoted Prof. Glover. Do you adopt that quotation as your own
jJudgment? i

Mr. Ipe. That is true.

Judge Mack. Can you cite a single instance in which at the end
of 10 years a level premium policy in vour company or in any other
old-line life insurance company costs less than the net term rate at
the time?

Mr. Toe. When I received that letter from Prof. Glover I gave it
to our actuary, and he said the statement was perfectly correct.

Judge Macx. Has yvour company ever paid such a dividend. or
lias any company? ‘

Mr. Ipe. Would you like to have me furnish vou an example?

Judge Macx. I should like to see that example.

Mr. Ipr. It could be done in the payment of a net rate as against
a participating rate. ,

Judge Mack. Without loading, as between a nonparticipating and
a participating rate, I agree: but I am talking about the net rate in
this bill. Has any dividend ever been so big as to reduce the net
premium below the net premium without loading? Tf that statement
was actually true, at the end of 10 or 15 years would that make up
the difference in the rate during the preceding 10 or 15 years?



WAR-RISK INSURANCE. 25

Mr. Ipz. That I do not think would be the case, but I think every
man when he found that he was paying more for an article than he
eould get it in another place will swap. Under the regulations which
vour bureau is going to adopt. he can surrender his Government
policy. get the cash-surrender value. and reinsure in our company or
any other he wants to. '

Judge Macr. Do vou think he could insure at 50 at a lower rate;
could he ever get insurance cheaper than by keeping in the Govern-
ment ?

Mr. Ipe. No.

Judge Mack. One question about that $3. You talk about the
extremelv high rate as the man got along in years. Of course $8
at the age of 29, which is about $7.50 at 21, does not reach over $25
at the age of 60. ’

Mr. Ine. No: 27 or 28.

Judge Macx. So that at the age of 30, 40, or 50, if a man kept up
his insurance, it would not be such a terrible burden.

Mr. Ine. Under the selection which is made by risks, do not people
know that condition in the renewable term has broken almost every
company that ever tried-it, and it will aflect the Government in the
same \way.

Judge Maicr. Term insurance is not considered desirable for the
insured, except where he has a limited time in view for a peculiar
risk he desires to cover. No intelligent man would contemplate term
insurance, increasing from year to vear, except for such a purpose.

Mr. Ine. When his earnings are decreasing. most certainly not.

Senator Satrrra. And his burden increasing.

The CuaarrMax. Is not this form of insurance rather difficult to
obtain in private insurance companies’

Mzr. Inpe. We do not push it.

Judge Mack. They do not like to sell it.

Senator Smoor. They do use it, though. I only take premium
insurance when I am in debt and want that insurance to protect that
debt.

Mr. Ioe. We do not like to sell life insurance and sow seeds of dis-
content. We compromise if possible on a 3-year term or a 10-year
term. but we do not like to sow discontent. That is what I object to
about Article IV. You are openly and voluntarily sowing the seeds
of discontent when vou think you are doing good.

The Cuarraax. But it is the form best adapted for this particular
risk.

Mr. InE. Yes; during the war. )

" Senator Syrrr. You do not think this bill contemplates term In-
surance after the war?

Mr. Ine. T can not say, and the Secretary did not say. .

Judge Mack. Under the bill it is possible. The man has an option
to convert. Most men will convert. There is not any new in-
surance.

Mr. Ipe. The new men after the war.

Judge Mack. Whatever forms the Government issies. any new
man can get.

The Cmairyan. If T understand, this is the case: At the end of the
war. if a man chooses at any time. he may take a paid-up policy,
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cash value, or convert it into some other form of insurance, or con-
tinue the insurance which he already has. .

Judge Macx. That is not quite accurate, because a term policy has
no cash value or paid-up value., but he can keep up his term insurance
or convert it into any form the Government may desire to issue.
Private insurance companies provide those same things.

The Cmammax. I thought the bill said something about com-
muting into a lump sum.

Judge Mack. Suppose a man has term insurance now, and after
the war he takes 20-payment life

The Caarrman. Why not put some amendment in the bill whereby
at any time after the war a man could convert it into a paid-up
policy, say. of one-fifth, or whatever amount might be desirable,
whether it is the usual thing or not?

Judge Macg. It has no value. You pay for the risk for the year,
and at the end of the year it has no value.

The Crraraan. But give it a value under this act, and let a man
take that as a paid-up policy, and let him quit paying the Govern-
ment, and let the Government get rid of the whole liability.

Senator Smrra. Why not so give it without regard to the in-
surance policy at all?

Judge Macr. He could keep that with the cheap rate or convert
it into ordinary life.

The CuamrMman. Suppose a man was insured for $10,000, would not
it be to the Government’s interest, if he were willing to do it, that
at any time after the war, if he wanted to quit, say, within five
years—of course. it would not do to make the period too long—to
pay him one-tenth?

Judge Mack. It would not be to the Government’s interest. If he
1s sick, the Government ought not to want to do it; if he was a healthy
man, hie would be the best class of insurance risk there is.

Mr. Ipe. I will now conclude my statement. This is simple of
administration, and the only doubtful element in the calculation of
its cost is the war loss. It 1s fair to all, and no one can feel he has
been unjustly treated or placed in a position where he may be robbed
of his insurance because of future financial difficulties.

Congress has an opportunity now for work of a grand constructive
character. I trust it may not be injured by the adoption of theories
which appeal to no man of practical insurance experience and which
open up a vista of future expense and complication which I am sure
its advocates do not realize.

Mr. Crmammax. I have a printed copy of some remarks on this
subject which covers the ground according to my viewpoint, which
I will ask to be printed as a part of my remarks.

(The matter referred to above is here printed in full. as follows:)

WAR-RISK INSURANCE.

(Comments by George K. Ide, chairman of insurance committee appointed by the Secre-
tary of the Treasury July 15, 1917.)

Before proceeding to a study of the features of the bill now under considera-
tion, it is necessary to rehearse the connection of the insurance companies
with this matter in order that our position may be clearly understood. '

A conference of insurance men was called by the Secretary of the Treasdary
on July 2 and was largely attended. At this conference a general plan of
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compensation proposed for soldiers and sailors was outhned by the Secretary
of the Treasury and by Mr. Sweet. the Assistant Secretary of Commerce,

During the discussion the representatives of the various companies offered
to t:he Government, without charge, the services of their experts and any other
assistance which they might be able to render the Government in the framing
and coustruction of the hill, clearly expressing it to be the sense of the con-
ference that in all matters proposing compensation to the members of the
military forces of the United States, where the Government intended to pay all
the costs and the companies could not be of material assistunce to ihe Govern-
ment in the administrarion of the proposed law and that the association of the
companies with the Govermment in such an enterprise would only lead to
unnecessary complications and expense. The question of what would be the
best course to pursue and what would be the attitude of the companies if there
were inserted in the bill any benefits in connection with which the enlisted
man paid part or all of the premiums or cost, was not presented to the
conference.

This distinction is of vital importance in any proper consideration of tlhis
measure, and it must be constantly borne in miwd that there are two classes of
benefits proposed in this bill,

(1) Benefits where the Government assumes all the costs and disbursements.

(2) Benefits where the enlisted man assumes part of the costs and disburse-
ments by paying a premiuwm, and the Government assumes the halance,

At this conference which was held July 2 it was decided that it was fm-
practicable then to discuss details, and the Secretary of the Treasury an-
nounced that he would appoint a committee of insurance men to cousider a hill
which he would submit later. This committec was appointed, snd T represent
it here. It was composed of men experienced in life, industrial, and casuualty
insurance. The actuarial societies. the National Association of Life Imsurance
Underwriters, the American Life Convention. and the fraternal associations of
the country were all represented upon this committee. The committee was
made up of men from all parts of the country. We were requested to meet
at Washington. Monday, July 23. to consider plans for the insurance and iL
demnification of soldiers and sailors.

At this meeting the Secretary of the Treasury presented to the committee u
tentative bill which, as stated in its title, had heen prepared hy the advisory
commission of the Council of National Defense, the Coimmittee on Labor (in-
cluding conservation and welfure of workers, Samuel Gompers, chairman), and
the Committee on Labor by the Section of Compensation for Inlisted Men and
for Dependents, Julian W. Mack, chairman.

This proposed bill opened up a new system of compensation for our soldiers
and sailors, and was necessarily full of great detail. Its scope was immensely
broad and comprehensive, and the future expenses to the Government involved
therein were enormous. In this connection I might state that at the request
of the Secretary of the Treasury a number of actuaries had been called a few
days before our meeting to estimate these probable disbursements, but these
actuaries were bound to secrecy, and our commuttee did not at any time have
the benefit of their investigations and conclusions.

. The proposed bill wuas shown to us at 11 o’clock, and we were asked to report
upon it in the afternoon of the same day. As an intelligent report upon this
measure could not he given in that short space of time we were granted an
extension, but were told that the greatest expedition was necessary. After
constant application to the work we presented our report at 11 o’clock on
Wednesday, July 25, and I shall leave a copy of this report with your committee.

1 might add that we were instructed to consider all of our deliberations and
conclusions as strictly confidentiul.  We heard nothing more about the matter
until the bill was introduced in Congress, except that the tentutive bill as pre-
sented to us for consideration was freely discussed in t.he Dress aml.the stute-
ment made, douhtless without authority, that our committee mvf)l'.ed it.

We are here simply to restate and emphasize the general opinion expressed
in the report which we made on July 25.

Tet us first consider Article IT of this bill: i o

Article II. Allotments and family allowances: As .st:}twl in our m'lp;mgl
report, our commniittee is in entire accord W}tll this principle, and the plan in
general has our hearty approval. .The que,?tmn as to the amount of the family
allowance and of the allotment in each instance is one w]nch‘ must depend
upon the decision of Congress as to how far it is willing to go in this connec-
tion ; and trhe question of compulsory allotment of part of the wage in the case

'
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of enlisted men having no dependents is a matter which should be given most
serious consideration. There is great danger of injustice to the enlisted man iz
compulsory allotment where there are no dependents, particularly as the waiver
of this provision is apparently subject to regulations to Le made in the futurve
which may not be of a sufficiently definite character to meet the requirements
of each case. In order to do full justice under such a provision, an inwvestiga-
tion of the business and other obligations of the enlisted man would be neces-
sary in each instance, involving an amount of detail work which can not be
overestimated. It must also he bhorne in mind that the enlisted man, at the
time lie enlisted, had no knowledge or warning that any such provision would
be added to his contract with the Government, and will probably in many
instances resent this amendment which is thus foreed upon him. .

Article IIL. Compensuation for death or disability: This is a most compre-
hensive muatter and the specific provisions thereunder should be reviewed most
carefully. It is .quite completely covered hy our cominittee’s previous report.
Any estimate of the future expenditure involved under this article is extremely
diflicult, and ittis probable fhat any estimate will be too small rather than too
large. .

The present ditfliculties in torecasting the probable “future experience in the
administration of this compensation act are numerous. Among these difliculties
we simply name the following: The absolute impossibiiity of forecasting what
the future injuries to enlisted men may be, how serious they may be and what
the death rate may be; the uncertainty of the calculation ws to the mortality
among the beneficiaries under this compensation act; the uncertainty of pre-
dicting the marriage rate of widows or widowed mothers, in which cages pay-
ment of the compensation is to continue until two yeuars after remarriage; the
average age of the infant beneficiaries. These are only a few of the uncertain
factors which enter into the problem. .

The provision as to the supplying of a nurse or an attendant for an injured
person totally disabled or helpless is one which is munifestly open to the greatest
abuse in its administration.

Theose points are cavered hy our previous report, and I would exrnestly recom-
meid a carelul study of thai report as it applies thereto. The general aim aof
this article of the bill, which is to provide a scientific basis of compensation
for death or disability in lieu of any system of pensions like the one at present
prevailing, is manifestly sound and wise. In the consideration of such a
measure it should, in our opinion, be the aim of the Goverument to provide
adequate 'and liberal compensation for citizens who have entered inte this
hazardous occupation for the country’s good, but the bill must be entirely free
from all ambiguity or extravagance and limited in its application to those who
are actually and not sentimentally dependent upon the enlisted man.

A careful consideration of these general principles might possibly lead to a
revision of section 22, page 7. where the matter of presumptive marriage is con-
sidered, and ot the further references on page & of the same section to step-
children, -illegitimate children, stepfathiers. stepmothers, half brothers, half sis-
ters, stephrothers, stepsisters, ete.; and, further, it may be found upon careful
analysis of this article, together with the preliminary provisions of the bill, that
the rights of divorced persons have not been sufficiently clearly defined. "The.
attitude of our committee to this plan of compensation was most friendly, as i8
shown by the fact that in our former report we suggested an increase in the
proposed compensation benefits in many instances. o

Article IV. Insurance: Section 400 of the bill states that in order to give to
every commissionad officer and enlisteld maw, ete., opportunity to secure upon
equitable terms greater or broader protection for himself and his dependents
than is provided in Article IIT, the United States shall, under certain conditions,
grant insurance against the death or total disabilily of any such person 'in‘any
multple of $500, in amounts of not less than $£1,000 or more than $10,000. upon
the payment of premiums as provided in the bill. ' o '

In our opinion there ix not sufficlent reason for the adoption of any such
plan. The requirements of any class of persens for benefits of any kind under
abnormal conditions are best measured by the voluntary acts of that class under
normal conditions. ' ' ' I
' On the basis of figures received from the insurance department of New York
State, the total amount of ordinary insurance in force on December 31, 1916, in
companies doing business in New York State was $16,314.000.000, representing
8,891,000 policies, the avérage size of the policy being about $1.800. The total
anjount of insurdnce. including ordinary and ‘industrial, was $20,724.000.000;

v
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the nuniber of policies being 41.177.000, the average amount of the policy being
nbon't ‘S}«DUU.. This gives a fair indication of the eagerness with which the general
public provides itself with 1nsurance in normal times when there is no special
menace to human lite. In considering the xize of the average policy due con
sideration must be given to the fact chat in this caleulation no account has been
taken of the great number who are not insured at all, and, further, to the fact
that at the younger ages the amount of insurance covered hy the average
policy is less than at the more matuve ages. Therefore it would seein as if in
attempting to make this provision to enible the enlisted man to procure greater
and broader protection for himself and his dependents, the Government were
entering into a plan of charitable disbursement which is not required by the
facts: in the case, for if we analyze as closely as we can the benefits of the
compensation provisions granted under Article TII, without consideration of the
immense advantages accruing under Article II. we find that the compensation
to the widow alone is equivalent in its benefits to at least $6,500 of life insur-
ance. This is the minimum compensation, while the maximum c¢ompensdtion is
equivalent to at least $35.000 of life insurance. The minimum amount of comn-
pénsation which will be payable to a widow and two children is equivalent to
about $8.500 of insurance. In case of (disability from injury the minimum
allowance ot $40 has o present value of $10.000, including the contingent value
of henefits to probable dependents, while if the soldier has 2 wife and two or
more children, the present net value of the proposed annuity is $12.000, with a
nraximum monthly compensation of $200, the net value of which is $33.000.
(See our previous report.)

Iu any consideration as to the advisability of adopting the extraordinary pro-
visions of Article IV, proper attention should be given 1o the manifest liberality
of Article III, and for purposes of comparison, these bénefits must be reduced to
terms of life insurance. In faect, the liberal provisions of the compensation part
of this bill are vastly in excess of anything previously considered and should, in
dur opinion, make ample provision for the men of the Army. Navy. etc. We be-
lieve that this provision for insurance is unnecessary, but feeling that possibly
such a provision might be advisable it was suggested hy our committee in its
previous report that the United States Government pay, in addition to the other
benefits under this bill, a death benefit of $1,000, provided death occur during
gérvice or within five years after the date of discharge; that this death benefit
should not call for the payment of any premium by the enlisted man, and that
it should be payable to any named beneficiary or to the estate, if no beneficiary
were named. '

AS to the specific effect of the insurance offered undetr Article IV, it does not
seem 2¢ thouch the framers of the bill could have possibly considered the prac-
tieal operation of such a measure. It is proposed to offer to every man in the
niflitary service insurance in amounts from $1,000 to $10.000, at a net annual
premium which would probably average $8 per $1,000, the Government to bear
all the expenses of administration and all the cost of extra mortality arising
from war conditions. In other words, by the payment of $8 per $1,000, the
soldier will be able to purchase insurance at a merely nominal rate. It was
shggested that it was the intention of this provision to make it possible for each
man to secure insurance in asccordance with the financial requirements of his
dependents. but human nature being as it is, can one for a m(?menjr ima_gine that
tlre poorest enlisted man who has the least finaneial responsibilities will not be
able through his family or friends to at least provide a payment of $S0 per year
(less than $7 per month), in order to secure in the event of his ()éa’th a payment
froth the Government of $10,000, which in many instances will' seem like an’
ample fortune? X i .

If, however, such a man is unable through his friends or family to secure
this financial aid, will we not see springing up immediately after the ad(_)ptlon
of such a measure an army of willing lenders, to assist in the payment of such'
a premium? Of course, an effort has been made to .prevent the gl(-tllnl_ pledge of
this insurance as security for the advance of premiums by the insertion 'of the
clause that this insurance shall not he assignahle, and shall'not be subject to
¢laims against the insured or beneﬁc-ia.r_v. and that 11..\‘]10111(1 only b.p pay: h]e}n
a Speciﬁé membher of the insured’s family. Hn\\'evel',.ﬂ enn not he .1m:|;r,med {m"
a moment when the benefit is so great and the premium so0 small in ])1'0.])()1'tlﬂn
to the benefit, that arrangements can not bhe l'(:‘ild]ly made between the insnred
and his friends or his finaneial he]pers to sufficiently pm'ref't the party wh‘o pro-
poses to advance the premiums to the insured. In the opinion of n]] ex}'perwno@d‘
insurance men whom T have been able to consult, the practical working out of
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this article would be that every member of the military forces would arrange
to take the maximum amount of insurance possible, and that the average policy
would be large. This article is full of incentive to adverse selection and to un-
linited speculation, and will result surely in unjust discrimination.

The statement has been freely made by advocates of Article IV that there is
no discrimination under this article as our committee alleges. It was stated in
the letter to the President of July 31, 1917 (see hearings before the Committee on
Interstate and Foreign Commerce of the House of Representatives, Aug. 11,
1917), that “ this rate ($7 to $8 per $1,000 of insurance) would make the cost
of $10,000 insurance only $80 per year * * * and would enable practically
every private to take the maximum amount ™ ; and yet in this same letter the
total cost of this insurance against death and disability (Art. IV) is estimated
to be only $23.000,000 and $112,500(.()00 during the first and second years, re-
spectively. These figures, we are informed, are based upon the assumption
that only a small proportion of the enlisted nien will take this insurance and then
only for an average amount much below $10,000. \

If in any case we have, as is the intention, an army of 1,000,000 men and
these men take policies of an average amount of $5,000, the signing of this bill
would immediately bring into existence under this one article a life insurance
company having $5,000,000,000 of life insurance in force before any proper
organization for the handling of such an enormous enterprise could be established
or perfected. This amount is about equivalent to the insurance in force in the
three largest companies in the world doing an exclusive ordinary life business.
In our opinion any plan of insurance which involves a part payment by the
insured and a part payment by the Government is wrong in prineciple and
impossible of just administration. Here is the vital distinction to which we
referred in the first part of this report.

Article 1. Organization and Administration: I desire to call your attention
to a few provisions of this article. The Director of {he new Bureau of War-
Risk Insurance is to receive a salary of $6,000 per year. The commissioner of
the military and naval insurance department shall receive a salary of $5,000.
The director has power to adopt reasonable and proper rules to govern procedure,
to regulate the matter of compensation, if any, to be paicd to claim agents and
attorneys; to regulate and provide for the nature and extent of the proofs and
evidence and the method of taking and presenting the same; to regulate the
method of making investigations and medical examinations, and the manner
and form of adjudications and awards, Deputies, assistants, actuaries, clerks,
ete., shall be provided from time to time by Congress. Section 15 gives the
director, the commissioners, and deputy commissioners extraordinary powers in
the issuance of subpoenas and the compulsory attendance of witnesses, the pro-
duction of books, papers, documents, etc., in any investigation of any matter con-
nected with the jurisdiction of the bureau. A brief comment can properly be
made here in regard to this provision. It is open to the very greatest abuse
and is in our opinion dangerous in the extreme. Sections 17, 18. 19, 20, and 21
have to do with the funds which are to be established for the carrying out of the
plans contained in this bill. Our committee has no means of knowing whether
these funds are adequate or excessive. It is of the greatest importance that
Congress should be fully informed as to the prospective cost of this general
measure. These facts can probably be obtained from the actuaries, who at the
request of the Secretary of the Treasury, made an investigation into the bill as
first proposed.

The definitions contained in section 22 as to marriage. adopted children, step-
children, illegitinate children, grandchildren, parents, etc., should be very care-
fully reviewed in order to confine the benefits under this bill within proper
bounds.

This article, if superficially read, seems to provide a reasonable and workable
system for carrying out the provisions of this law, but before its adoption Con-
gress should be well aware of the enormous scope of the measure and the Qiffi-
culty of its proper execution.

Leaving out at this time entirely the consideration of the administration of
Article TV, let us confine ourselves to the administration of Article II, having
to do with allotments and allowances, and of Article IIT, having to do with com-
pensation benefits for death or disability. The heneficiaries under these two
articles are very numervous, for it is the object of the hill to provide for all
dependents. Taking as our hasis an army of 1,000,000 men, if we stop to con-
sider the varied family relations and circumstances of each individual set of
heneficiaries, a fair idea is gained of the complexity involved in the administra-
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tion of this hill. When we read in the provision of Article T of the executive
anfl clerical machinery whicl is to be estublished to carry out the provisions of
this measure, we can not but be struck with the apparent lack of appreciation
of the extent and seriousness of the buxiness involved. Any one who huas had
to do with the handling of insurance matters in any company of any size
knows the difficulties involved under any plan where wide scope is given in
the creation of numerous beneficiaries under each policy. It is necessary for the
Government in the proper dischurge of ils duties under this hill to keep track
of the dependents of each and every wmewmber of the militury forces, This de-
partment must know whether the widow marries, must be promptly advised of
the death of any beneficiary. must keep track of the ages of each child, and
must always be sure that the informatiou gained on these points is accurately
given and is entirely trustworthy. If the question of whoe the dependents may
be is definitely settled at the time the disability occurs, the matter isx complex
enough. but if, in addition to that provision, the Government should attempt to
introduce as new beneficiaries children who may he born after the disability is
incurred, and new wives who may marry partially disabled soldiers, etc., the
complexity of the problem almeost passes comprehension.

Under the ferms of this bill this enormous institution for compensation
springs into existence immediately upon the passage of this bill and its signa-
ture by the I'resident. There is no time given for a gradual hbuilding up of organi-
zation.-each step being hased upon practicul experience, ete.. but the organization
must be at once complete. It will be necessary to have a staff of reliable inves-
tigators in every section of the United States; the reports from these investi-
gators must be accurate and free from local prejudice. A tabulation of their
reports must be exact, scientific, and methodical. Above all, the payments of
claims, in order to satisfy the beneficiaries, must be prompt and businesslike.
I do not mention these difficulties with any desire to c¢reate the impression that
our committee believex the compensation plan impossible, but it is not fair that
Congress should pass such a measure without a full appreciation of what it
involves. The complexity of this detail is very much like the complexity in the
problem which confronts the administration of industrial companies and their
scientific methods, which are the result of years of study, will furnish some idea
of what is before this bureau of insurance. In this connection. it must be care-
fully considered whether it is possible to secure the services of a man compe-
tent to administer the military and naval insurance department at a salary of
$5,000 per annum. and a proper director of this vast bureau, with the powers
which are granted to him and his associate commissioners, could hardly be
ohtained. in our opinion. at a salary of $6,000 per annum.

The above remarks are made without consideration of the administration of
Article IV, if adopted. Suppose our Army amounts to 1.000.000 men, and under
Article IV these men elect to take an average of $5,000 insurance, which is not
an extravagant estimate. this new bureaun will shortly have $5,000.000,000 of
insurance in force. I have =aid in a previous part of this argument that this
amount is about equivalent to the total insurance in force in the three largest
companies in the world doing a strictly ovdinary life insurance business. These
members of the military forces who take this insurance must receive notices
of premiums cue, and in this conbection it must be remembered that they will
be scattered all over the world. Receipts for remittances must be forwarded to
them : close track must be kept of whether or not the premium payments are
made: proper plans must be devised to provide for the payment of these
premiums promptly, even if the men are in foreign parts;: and all the details
of a regular life insurance company must be carried out.

Turning to section 402: * This insurance shall be payable only in install-
ments,” and provisions for certain ages, for continuous installinents during the
life of the insured or heneficiaries, or hoth, for cush, loan, paid up. extended
"alups: ete,, mav he provided. Tf the modern life insurance policy with all
its provisions is virtually copied. under the provisions of this article we reach
even a greater condition of complexity than is at first supposed. 1Is it neces-
sary for me to further elaborate this statement? Ts it not enough fo simply
call your attention to the fact that what thix Dill provides is, in hrief, an enor-
mous burean of compensation and an enormous bureau of life insurance, the
administrative cost of which, if properly conducted, must be fromn fhe necessity
of the case very large: and. further, that in the consideration of this hill Con-
gress must accurately determine in advance what thoxe expenses are likely to
he and he perfectly sure that the organization is soundly provided for under
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Article 1T of this hill. The matter will be very much simplified if Article IV is
entirely stricken out, as we suggest.:

In regmil to the general plan, our counnittee believes that the United States
should ‘adopt some plan for pxovu}mo compensation and mdemnltv for our
\oldlem and sailors.

" We believe that the terms of these henefits should be definite and known in
advance, so that they hecome part of the enlisted man’s contract,

We believe that these benefits should be liberal and in keeping with our
mational spirit and our national wealth,

We believe, however, that such a plan must be scientifically devised awd that
its scheme of administration must be wise, methodical, and economical. -

We believe that from this bill there must be eliminated all elements’ which
are based upon anything but sound business principle, and in this measure no
provisions should be contained whlch although theoretically desirable, are
pm(tlcallv of doubtful value. ' . '

We' believe ‘that Article IV is vicious in principle and that, in view of the
liberality of Xrticles 11 and I1T. it is absolntely unneeessary dnd should be
elinainated. ' ' "

We helieve that the mmount of henefit 1o be distributed in each instance
should be determined hy the Governmment and not by the individual seldier,

And we believe that the costs and dishursements \llouhl h(—I borue wholly by

the Governnient.

Such a plan will add materially to the enthusiasm and loyalty of the eulisted
man, who will teel thut the Nation is appreciative of hix sacrifices and will
{ake eare of Bis dependents if disaster comes to him. TFurthermore, such a
plan, scientifieally constructed, should do away for all tlme with our present
xystem of pensions. Co

The CHAIRMAN Mr. Blackburn will be heard now,

STATEMENT OF THOMAS W BLACKBURN, OF OMAHA, NEBB.
' MEMBER OF THE McADOO COMMITTEE ‘

Mr. Buacksozs. I will be a very féw minutes. I was placed upon
the McAdoo committee really as a representative life-insurance man
for the southern and western compantes. The pending bill proposes
that the Government shall enter upon a national scheme of life in-
surance self-perpetuating and permanent in character.

It 1s proposed to grant life insurance contracts to such as apply
within 120 days, in sums from’ $1,000 to $10,000 at net premium rates
on the annual renewable plan durmcr the war, convertible after the
war into regular forms of old-line Tife insurance at net premium
rates pr eV‘uhno in times of peace.. The Government assnmes expense
of administration and pays the excess mortality and' disability cost.
The right to convert policies is set forth in section 402 in the ‘fol-
lowing la,nguage ‘ L ‘

Provisions for maturity at certain ages, for continuous installinents during
the life of insured or beneficiaries, or both, for cash, loan, paid up and extended

values and such other provisions for the protection and advantage of and for
alternative benefits to the insured and the beneficiaries as may be found pfrmctl-
cable may be provided for in the contract of insurance.

The language of the law would seem to mean that when the con-
tract 1s apphed for originally the applicant shall then indicate the
form of contract into which he desires to convert his term policy,
and the contract shall so specify. Capt. Wolfe says, however, that, it
Is not intended that the conversion of policies shall be con81dered
until after the war.

The Cuarman. We will now have to take a recéss for qbout five
minutes. ‘

(Thereupon, at 12.05 o’clock p. m., the committee took a recess for
five minutes.)
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AFTER RECESS.

The committee reassembled, pursuant to recess taken, at 12.10
o'clock p. m.

The Cmamrman. Will you please go ahead with your statement
Mr. Blackburn? P s youn Sttement

STATEMENT OF THOMAS W. BLACKBURN—Resumed.

Mr. Bracksurn. Just why the Government should undertake the
creation of a department for the conduct of the highly specialized
and extremely technical business of life insurance. just now, is not
clear. The administration certainly has enough difficult problems
to solve without taking up the life-insurance business as a GGovern-
ment function.

The bill creates a distinction between the poor and the well-to-do,
which is unfortunate. The dependents of the improvident and the
soldier whose family will require all he can spare from his wages
are more likely to need this additional indemnity than the depend-
ents of the well-paid officers and of men who have resources and
independent income. The former may take no life insurance or very
small policies: the latter will take the limit. In the one case the
(Government gives the dependents or totally disabled soldiers noth-
ing. in the other case, where a $10.000 policy matures by total disa-
bility or death. the Government makes a clear gift of about $9,000,
for the premium paid is sufficient only to carry $1,000. Every man
should receive the same amount. and the Government should pay all
the expense if the pension provisions in Article IIT of the bill are
insufficient, in the opinion of Congress. The minimum in that article
for total disability is $40 per month and for a widow $35 per month,
equivalent to more than $7.000 of life insurance.

Tt is conceded that the rate of premium to be charged by the Gov-
ernment will not pay for the indemnity. The Government under-
takes to pay all expenses and the extra hazard of war above the
premiums charged. In fact, the premium is a mere bagatelle com-
pared with the cost of the indemnity in case the soldiers are ex-
posed on European battle fields. The Government can not afford
to make any charge for this additional indemnity any more than
for the pensions provided in Article TIL

It is agreed that the death rate at the front will be 75 per 1,000
men and that the total disabled will number 30 per 1,000 men. See
actuaries’ report approved by Capt. Wolfe. This means 125 casual-
ties per 1.000 men annually during the war. In other words, the
premiums collected from 1.000 men at the front. each carrving $1,000,
will be $8.000, and the payments of indemnities will be $125,000. If
the policies are larger the premium income and the expenditures or
liabilitv will be larger. o

The contention that the Government is under a moral obligation
to *incure the insurability ” of its men and officers does not appeal
to reason or experience. Ve can not guarantee the conscripted man
his remunerative salary.his opportunity to make good investments,
or compensate him for loss of home ¢ mforts, soclety, and position

113883—17——3
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in his community life, though these are vastly more important than
the opportunity to take a life insurance policy. But if we do attempt
to “1insure the insurability ” of the boys who go to the front it
should be without discrimination, and the obligation can not be
differentiated upon the principle of helping only the provident and
forehanded.

If the life insurance article of this bill has any real merit as a
war measure, it does not furnish a reasonable excuse for keeping up
a life insurance bureau after the war ends. Existing life insurance
ccmpanies will accept all the risks upon all the men who take these
contracts, whose policies have not matured, after the war and carry
them for the Government at net rates, provided the Government will
agree to reimburse the companies for extra mortality due to war
conditions, The Government would then save the bureau expensa
and the soldier would have a policy in an old-line company at pre-
cisely the rate proposed by the Government.

If the Government be committed to the idea of optional contracts
of indemnity or life insurance, with premiums collectable from the
men, still the question of perpetuating the bureau can well be left
open until the end of the war. If companies already in the field can
carry these risks after the war at less cost than the Government, and
they can, the Government would not be justified in going perma-
nently into the life-insurance business.

If section 402 is rewritten and connected up properly with suc-
ceeding sections, the purpose of the Government is achieved without
committing itself irrevocably to a policy of such questionable ad-
visability. The bureau would save much trouble and expense, for if
war indemnity is promised those who apply and pay premiums, no
formal contract will be needed. The application and receipt will
be sufficient. Section 102 should be amended by striking out the
entire sentence beginning with the word * provision” in line 18
and ending with the word “insurance ” in line 25. Section 404, on
page 30, should be rewritten to read:

That during the period of the war the insurance shall be term insurance,
for successive terms of one year each. After the war thie bureau may conclude
contracts with existing life-insurance companies to assume such contracts as
have not matured where soldiers or sailors wish to convert them into standard
tforms of policies. The premium rates shull not exceed the net premium rates
hased upon the American experiznce table of mortality and 33 per cent per
annum, but the United States shall reimburse such companies for the excess
mortality experienced upon such policies.

Such an amendment would relieve the Government of the neces-
sity of creating a great life-insurance bureau, at enormous expense,
and would at the same timue enable the Government to carry out its
program of * insuring the insurability ” of the men taken from civil
life into military and naval service.

As a matter of fact, the thing called life insurance in the bill is
merely additional indemnity. Article III establishes certain fixed in-
demnity in the natnre of pensions or compensation. Article IV pro-
poses to suplement these as appears in section 400, with additional
indemnity, the soldier to contribute about one-eighth of the cost and
the Government to make up the difference.

The bill would be clearer if the phraseology were changed and
the word “ pension” were substituted for “ compensation” and the
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word “indemnity ” for “insurance.” The House amended A-rticle II1,
so that the sums to be paid are uniform and not based upon so-called
earning capacity, which is the basis of compensation laws. There-
fore the payments to be made disabled soldiers and their dependents
at death are strictly pensions.

On the 2d of July more than 100 life insurance executives called
together by Hon. W. G. McAdoo, Secretary of the Treasury, voted
their approval of plans outlined for separation allowances and in-
demnity for those called into military and naval service. Later, the
committee of which I have the honor to be a member was selected.
The life insurance companies indorse most heartily the sentiment
which recognizes the obligation the Government owes its soldiers and
sailors in the matter of protecting their dependents, both during and
after the war. We favor a liberal monthly allowance to the depend-
ents at home and generous treatment of the disabled and bereaved.
We deplore only the proposition contained in Article IV, wherein
it is provided that the Government shall enter the field of life insur-
ance because we regard it as impolitic, unwise, and unnecessary.

A half century of experience has demonstrated that private cor-
porations can and do furnish life insurance at lower cost than any
nation on earth has furnished it. The American companies have
issued a larger proportion of protection than has been provided in
any other land. The Government should not interfere with this suc-
cessful, prosperous, and beneficent function of private initiative at
a time when the American companies have 80 per cent of their entire
volume of business issued upon incontestable policies, and conse-
quently face possibilities of tremendous losses on account of war.
They will experience other very great losses, of which mention need
not be made. It is extremely unwise to suggest a paternalistic pro-
posal which may do harm to the greatest single form of successful
fiduciary enterprise in the land.

This must naturally follow if it shall come to be understood that
the Federal Government contemplates entering this field in competi-
tion with established institutions whose record of achievement, integ-
rity, and beneficence is unparalleled in the world’s history.

The CuarryMan. The committee will next hear Mr. Cox.

STATEMENT OF ROBERT LYNN COX, THIRD VICE PRESIDENT
METROPOLITAN LIFE INSURANCE CO.

Mr. Cox. Mr. Chairman, I hesitate a little bit about speaking on
behalf of the life insurance companies, because these hearings seem
to have taken on the appearance of opposing this bill.

The Cuamrman. They have not opposed any part except that apper-
taining to insurance. ) . )

Mr. Cox. Even that seems to put us in the position of opposing that
section. My attitude is to the contrary and the attitude of my com-
pany is to the contrary, and we are trying to look at this only through
the eyes of insurance men to see if we can what would be best to do
justice to the people with whom you have to deal. There has been
a good deal said on behalf of the soldier and what should be done
in the way of giving him insurance and protection, and I am not
going to add anything to that, because we are all in accord that he
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ought to have that; but I do not believe there has been quite enough
emphasis laid upon what ought to be done for the beneficiaries under
these policies. We have been thinking of the man who is going to die,
perchance, or not be insured, and thereby will not call for his insur-
ance; and I do not believe this scheme quite gives sufficient thought
to what ought to be done for the people who are dependent upon that
soldier. Now, the trouble fundamentally, as I said, with charging
for this insurance lies in the fact that it puts somebody between the
Government and the beneficiary to say whether or not that beneficiary
will be protected. You are concerned with the widows and the
orphans, if there be such, at the end of the war.

The CrHarMmaN. In that connection, before you conclude, I wish
you would take into consideration in your observations the total
provisions made, the allotment, the allowance, and the insurance all
together. 1 notice that a great many of these gentlemen have only
taken the insurance feature by itself. The family is provided for
under all three of these arrangements, so that the total prgvision for
the family is increased very much and is equalized very much by
adding the three together instead of considering one by itself.

Mr. Cox. I will be very glad to speak about that point, because I
have something to suggest on it. You must consider these three
things as a whole, because the Government is paying all of the cost
of the first and the second and 90 per cent perchance of the cost of
the fourth, or what comes under section 4. In other words, the bill
as it appears here, assumes that that section 4 is a necessary and
proper part of that compensation which the Government ought to
carry. That infinitesimal part of the cost is the thing about which
I was speaking, which I say stands between granting full justice to
these people.

You put it in the power of the man in the field and he may be
selfish. We know our soldiers are doing their duty to the Govern-
ment, but they are not always doing their duty toward the family
at home, and we are putting it in tﬁe power of the soldier to elect
against protection of his beneficiaries which the Government is say-
ing it is ready to give by paying from 80 to 90 per cent of the cost
of this indemnity. That seems to be a mistaken policy. We as in-
surance men have learned one thing if we have learned anything in
the world, and that is that our chief energies have to be expended on
the teaching of men to protect those dependent upon them. That is
what makes life insurance cost so much. We are always arguing
with a man who ought to take it for the protection of his family,
and yet it is a generally admitted fact throughout the country that
there i1s not enough insurance carried to-day to protect families
against the economic loss that would be occasioned by the death of
breadwinners. It is a human element which we recognize, and I say
to you, gentlemen, under this scheme the bill will have an element
that will prevent the doing of full justice, and if the Government is
willing to pay 80 or 90 per cent, for heaven’s sake let it pay the
whole 100 per cent and see that the families are adequately pro-
tected and let us eliminate the optional section of the bill. If that is
not necessary to protect those beneficiaries, why not let the people who
are taking the insurance pay the entire cost of it? You are saying
that this applies to the extent of 90 per cent.
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Now, the bill is not consistent in just that respect. We commend
the indemnity feature of it. Every good citizen must do that, and as
citizens and taxpayers we must come forward and bear this burden
which is going to rest upon the man conscripted or who voluntarily
enters the service, and we are willing to do that. In this fourth sec-
tion let us measure what the man ought to have in the way of pro-
tection and give it to him freely. Let us liberalize the bill; let us
approach it from the standpoint of what the needs of the people are
and give it to them and then let it end when that time is over.

That brings me to one thought which you have referred to your-
self, Senator, and that is that there will be impaired lives after this
war issover, due to the results of the war. Now, that should be con-
tinued ; it would be entirely feasible to carry that. We should have
physical examinations to determine whether they were physically fit
after the war, and if found impaired by the war, the Government
should continue that, of course.

The Cmamamax. And the Government will continue to insure the
bad risks and turn over the good ones to the insurance companies.

Mr. Cox. Noj; this continuing pay for the injury it has done was
necessitated by calling them into service. It may be measured in
dollars if you like it that way. Those men who are unimpaired at
the end of the war can do as they like about continuing this insurance.
They can take it here, or they can take it with the insurance com-
panies, and I do not believe that any insurance man is concerned over
their election. I know we are not. We are not concerned about
them and we will not take the men who are impaired.

The Crarrmax. Do you think you could give them cheaper terms,
so that their election would be in favor of you instead of in favor of
the Government ?

Mr. Cox. Speaking by and large, a private insurance company
can insure people on terms more satisfactory to them than the Gov-
ernment can.

The CramrMaN. More satisfactory than the terms of this bill?

Mr. Cox. T think so, decidedly.

The Cramrman. If that is the case, this will solve itself. Then the
man will go to you and the Government will be rid of him. )

Mr. Cox. I think that is true doubtless of the man who is in a
position to take insurance afterwards. Of course, we do not know.
No one knows what will be the case; no man knoweth what the bene-
fits are, what the values are to be. ) o

The Cmamman. It is our purpose to make the regulations judicial
and not arbitrary; they are to be guided by certain tables and rules
and authorities and all that. .

Mr. Cox. We will assume they will do that, but not under the hill.

The Caamman. Yes; that is part of the regulations of the bill, to
be guided by certain tables. ) '

Mr. Cox. It is so indefinite that you are discussing about the matter
of giving paid-up policies and the values of policies that have no
value.

The Cmarman. They are guided by certain actuary rates by which
you are guided. . . ] .

Mr. Cox. I do not want to be in the position of arguing against

-my Government or the people who are running it, but 1 do say
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private business is usually run more efficiently and economically than
the Government service, and I can cite the Pension Bureau.

The Crairman. No man with any common sense disputes that, but
we are talking about what the soldier gets this insurance for.

Mr. Cox. 1 think he ought to get 1t for less than what you are
proposing to give it to him for. He should have it according to his
needs without any charge and should not be in a position to with-
hold it from those who are entitled to it.

The Cmamrmawn. Your proposition is for the Government to give
the insurance.

Mr. Cox. It is, absolutely. Under this bill it gives 90 per cent.

The Cmarrman. And would you not also have the soldier make
his allotment of $15 a month to his family?

Mr. Cox. That is entirely apart and separate from this.

The Cmamrman. Just as that would apply in one case, would not it
apply in another? What the family gets is this indemnity and the
allotment and the allowance which the Government adds to it and
the insurance. I do not see why the man should not contribute to that
allotment and also contribute by paying $80 a year upon $10,000,
or $8 per thousand, for the insurance.

Senator Smrrm. As I understand you, you say we require all of
them to give an allotment, so that the families at home get the benefit
of it, and if we leave this insurance optional it is simply a privilege
that a few of the thrifty will take advantage of and the great body
who wants to be taken care of will not get it.

Mr. Cox. Exactly so.

The Cwmamrmawn. That would happen if 'they never joined the
Army.

Mr. Cox. I do not know whether it would or not; if we had been
allowed to solicit them, if they were not in the Army, they might
have taken insurance.

The Crmairman. Do not the thrifty generally take out insurance?
That is part of human nature, and we are trying to put him in the
statu quo ante bellum.

Mr. Cox. You were saying a moment ago that they ought to con-
tribute, and yet you are admitting, if you are in support of this bill,
that under the bill they should not contribute for injury.

The Crairman. Because it is the part of the Government that
caused the hazard—to carry the hazard. I do not propose that the
soldier should carry one particle of the war hazard. What I want
the soldier to carry is what his premium would have been in peace
times on this form of insurance.

Mr. Cox. If you wish to do that, why provide that this man can
withhold from his dependents this insurance which you are supply-
ing, whether or no, willy-nilly? The trouble is that under the plan
you get him between the beneficiaries and the 80 per cent the Gov-
ernment is going to pay for. He gets nothing unless he elects to
take it under this bill.

The Crairman. He would not elect.

Senator Smoor. Does Canada pay the cost of insurance to her
soldiers?

Judge Mack. The city of Toronto gives every citizen that goes to
war $1,000 insurance. They first took that out with the Metropolitan
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and subsequently they carried the risk themselves, but the state itself
does not do it.

The Crarrarax. Does anyone else wish to be heard? Prof. Glover,
do you wish to make a statement?

STATEMENT OF PROF. JAMES W. GLOVER, PROFESSOR OF MATHE-
MATICS AND INSURANCE, UNIVERSITY OF MICHIGAN.

Mr. Grover. Mr. Chairman and gentlemen, I do not represent
any insurance company, but, having given much study to the subject
of insurance, I desire to make some observations on this bill.

My object in appearing before this committee is, if practicable and
feasible, to have the bill amended so as to restore the soldier to the
status in which he was before he was exposed by the Government
to the risks of war. To do this, naturally we have to consider the
provisions in the bill as affecting soldiers who return from the war
unimpaired as to health, those who return from the war in an im-
paired condition, and the beneficiaries of those who lose their lives
during the war. I am not going to spend any time speaking about
the first. second, and third articles of this bill. T think there are
certain places where they could be improved, but T wish to address
myself to the part about which I have more knowledge, namely, the
insurance portion, Article IV. I have not prepared a written dis-
cussion for the committee, feeling that after listening to the others
some points might be raised which I would like to discuss at this
time. The first thing that struck me as rather curious on studying
the provisions of this bill, Article IV, was the premium rates to be
charged. If I understand it correctly, the soldier is to receive term
insurance during the period of the war at the American Experience
3 per cent rate, which averages about $8 per thousand from 20 to
30 vears of age. I also understand this same table is to be em-
ployed in determining the rates to be charged for insurance which 1s
converted by the soldier after the period of the war.

I think that the soldier ordinarily will convert his insurance after
the war, but there are certain reasons why he may not. Suppose. first,
that he does convert his insurance. It is unnecessary, perhaps, to
ctate here that the bulk of insurance sold in this country 1s not term
insurance. Ordinary life, 20-payment life. 20-year endewment, and
forms of that character serve the needs of the civilian where the term
insurance would not. Consider the soldier who continues his Insur-
ance after the war but converts it to the ordinary life plan or the
20-payment life or the 20-year endowment plan. Under the terms of
this bill he will have to pay the American Experience 33 per cent net
rate for the converted insurance. _

On examining the bill T at first naturally looked up this rate to see
what it would be. I took an average age of 25 years and found that
the net premium at that age for an ordinary life policy would be
€15.10. I then examined the rates charged by some of our large
mutual companies. The mutual company charges a fixed rate, which
1s based upon the American Experience Table, with a loading for
expenses. 1f the expenses are less than the loading, or if there is a
saving from excess-interest earnings or saving from mortality, a divi-
dend is returned on this basis, which reduces the premium originally
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charged to what is known as the net cost. Naturally we can only
fairly compare the Government rate with the net cost in these com-
panies. I found with one company that after the first year the net
cost is §15.21 as against the Governiment charge of $15.10. At the
end of five years the net cost is $14.82 as against $15.10; at the end of
10 years $14+.19 as against $15.10; at the end of 15 years $13.837; and
at the end of 20 years it is $12.29 as against $15.10, almost $3 lower,
and as it goes on it would become still lower. ) )

Take another policy, the 20-payment life policy, with this same
company; the net or Government rate is $22.53. At the end of the
first year

The Cuarmax. Why do you call it the net Government rate?

Mr. Grover. Section 403 reads:

The premiuim rates shall be the net rates based upon the American Experience
Table of Mortality and interest at 33 per cent per annum.

These are fixed, definite mortality table rates.

Senator Smita. From which you work out the exact rate?

Mr. GLover. Yes; the company takes that net premium as a basis
and loads it for expenses, usually from 15 to 35 per cent. The Govern-
ment rate, according to this table, would be $22.53 at age 25 for a 20-
payment life policy. One company, a large company, makes the net
cost the second year $25, which is $2.50 more than the Government
rate. After the fifth year the net cost is $23.84, still over $1 above.
The tenth year it is $22.03, 50 cents below; the fifteenth vear it is
$19.72, about $2 below; the twentieth year, $17.40, about $5 below.
Now, this 20-payment life policy is the most popular of all policies, I
believe. T appeal to the insurance gentlemen here for confirmation.

Mr. Bracxsur~. That is correct.

Mr. Grover. Another common policy is the 20-year endowment,
which is very popular among young men for reasons which are evi-
dent. The Government rate would be $39.14. One company has a net
cost after the first year of $42.70; another one $41.27, another $49.34,
all of them around $42 or $43. At the end of the fifth year the net
cost is $40.18, just $1 above. At the end of the tenth year it is $36.23,
$3 below ; at the end of the fifteenth year it is $31.23, about $8 below
at the end of the twentieth year, when the policy matures, it is $28.49,
almost $11 less.

The figures are taken from authentic reports and they disclose a
sitnation which needs correction. I do not believe the soldiers under-
stand that the converted insurance which they are to receive after
the war is going to cost them as much as private companies charge,
especially since the Government is going to save the so-called costs of
adminstration, particularly the cost of agency solicitation with which
the Goovernment is not burdened.

Insurance companies pay agents a first commission of from 40 to
70 per cent of the premium—sometimes more—and they pay com-
missions,of 5 to 10 per cent on the renewal premiums, usually about
7% per cent, and these commissions are restricted in some States. and
practically by most private companies, to 9 or 10 renewals. Roughly,
then, assuming 70 per cent of the premium as the first commission.
and 10 renewals of 7% per cent, which would be 75 per cent more,
we can say that about 150 per cent of 1 premium is used for solici-
tation expenses. There are other expenses, of course, but they are
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relatively much less. If we estimate the average age of a policy as
10 years, which is conservative, then about 15 per cent of the 10 pre-
miums 1s employed for cost of agency solicitation. As a matter of
fact, many of the larger companies show a percentage of total ad-
ministration expense, including agency, advertising, home office sala-
ries, and other items, of not more than 15 to 20 per cent of the total
premium income. This can be verified by examining the official
State reports of the companies. Some of the companies run under
15 per cent.

~We should fairly expect the Government, then, if agency solicita-
tion is the largest item of expense, to at least meet the reduction
that would be afforded by the omission of this expense in its admin-
istration. I found, however, that on an ordinary life policy the net
cost after 1 year—$15.21 as against $15.10—shows a difference of
only 11 cents. Now, 15 per cent of $15.10 is more than $2. :

The Crarrman. Below that for converted policies.

Mr. Grover. The same thing would hold for term insurance;
mutual companies give dividends on term insurance.

Judge Macx. Not on vearly renewable policies.

Mr. Grover. I know I had a 10-vear term policy myself and
received dividends from one company. I see no reason why they
should not give them on yvearly renewable term policies.

Judge Mack. I never heard of their doing it.

Mr. Bracksury. They could not do it on a renewable policy.

Mr. Grover. My conclusion is that if the Government is going to
sell converted insurance to soldiers it ought to make the premiums
subject to a dividend reduction so that the eventual charge would
be net cost instead of a fixed nonparticipating premium. .

The C'matraran. Is there anything in the bill that prevents them
from doing that?

Mr. Grover. I do not see any place in the bill where they are per-
mitted to do that which is explicit and clear. The definite statement
is made that the premiums charged will be the net American Experi-
ence 3% per cent. So I make the point that this should be cleared up.

Senator Syrra. Have vou drawn any suggested amendment to
submit?

Mr. Grover. No: I have not, Senator. Now, it has been stated
here that the insured might go on and take term insurance: that
possibly he would find it better to do that. That sounds very good
theoreticallv. because the term insurance runs only to $60 per $1.000
of insurance at age 70, but it jumps up at a terrific rate after age 70.
The American Experience Table, 33 per cent net annual renewable
term rate at age 25. is about $8; at age 70 it is $60. and by the time you
reach age 75 it is $91, and age 80, $140, and then it just goes up out of
sight.

Qenator Sarrra. Have you the figures from 85 up?

Mr. Grover. Eighty-five, $228; ninety, $139.

Senator Syrrm. That is enough.

Mr. Grover. For $10,000 of insurance it would take most of a
man’s salary to pay the premium for one year.

Senator Syrra. That is a fourth of the policy.

Mr. Grover. Yes. It may be argued that there are not many men
living at age 70. From the United States Life Tables, 1910, page 22,
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it appears that out of 77,047 men living at age 25 there will be 31,527
living at age 70, or about 40 per cent of those alive at age 25 will
survive to age 70.

The CHaRMAN. Forty per cent do not live to be 70 years old.

Mr. Grover. They do according to the Government Life Tables.

The Cramrman. That is not true; it can not be true. KEvery man
who has ever lived anywhere in the world knows that.

Senator Smrra. Prof. Glover simply takes that from a census
report. .

The CramrMman. There is either some mistake or the tables are
wrong.

Mr. Grover. If they are correct, and I believe they are, 40 per
cent of these soldiers will be alive at age 70. A correction should
be made, however, because many of them will return impaired in
*health, so there may be only 30 per cent, or less, living at that time.
Of 1,000,000 soldiers returning there would be perhaps 300,000, or,
say, 250,000, alive at age 70. These men certainly, if they had con-
tinued their term insurance up to age 70 and were required to pay
natural premium rates

Senator S»rrrH. It would be utterly inexcusable to permit them to
do it.

Mr. Grover. No argument is necessary to show the fallacy of term
insurance for permanent protection.

Senator SmooT. They would not do it.

Mr. Grover. I want to call your attention to the fact that they
may either go on with this natural premium insurance and find when
they are 65 or 70 they can not keep it up because of the excessive in-
crease in the rates, or else take the converted insurance, which, ac-
cording to my understanding of the bill, will cost them from one to
four to ten dollars more than the private companies charge.

I do not believe the Government can save very much over well-
managed mutual private companies. They may save perhaps as
much as 15 per cent on agency expense. Whether it is worth while
for the Government to undertake to sell insurance in order to save
15 or 20 per cent is a question which I am not here to discuss to-day,
but I think the possible percentage of saving ought to be made clear
I wonder if the public would not expect a much larger percentage of
saving through Government insurance. This is the possible saving,
even 1f the bill is amended, as I certainly think it should be, so as to
make the insurance participating. As the bill now reads there
would not be even that saving. In fact, I think there would not
be any saving to the soldier on the present basis, except during the
period of the war, when he is placed in a position where he can not
get insurance at peace rates.

The Cmamrman. Is there anything in the bill to prevent the board
from converting them into participating policies? There is pretty
broad discretion given to the board as to the control of that.

Mr. Grover. It is not clear to me that there is.

The Cuarrman. They are given full control over it.

Senator SmitH. Is not that dividend feature provided for in the
words, “ and, such other provisions for the protection and advantage
of and for alternative benfits to the insured and the beneficiaries
as may be found to be reasonable and practicable ?¢
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Mr. Grover. Section 403 states definitely what the premiums shall
be. If you can interpret that as participating, well and good; but T
think not,

Judge Mack. There is a clause in the original bill which was
stricken out by the House, “ rights and privileges not provided for,”
that covers Mr. Blackburn’s point. The words are that these
various “rights and privileges not provided for may be granted
from time to time as may be prescribed by regulations.”

Mr. Grover. The portion read seems to refer more to the fact that
the policies may be converted and that cash, paid-up, and extended
values may be provided. ) ) o

Judge Mack. Would not that be easily remedied by inserting in
the sentence beginning,  provisions for maturity at certain ages,”
“for dividends ”? o

Mr. Grover. I think it can very easily be done. My point is that
it should be corrected. S

The Cmarrmax. Well, the dividends would fix the participating
character? .

Judge Mack. And by adding where the House struck that out.

The CmamryaN. My construction of the bill is that this ‘board
under this broad power of regulation could provide for dividends
as well. That table put there only takes the amount of the calcula-
tion, but there is nothing to prevent them from participating and
thereby getting dividends. It allows discretion, except as to what
the bill makes certain, and is merely for calculating the premium.

Senator Saroor. If that is the case, they could change any part
of the bill.

Senator Sarra. If they do not mean to fix the terms to be charged,
then the superintendent could give them for nothing.

Judge Mack. The intention was to have it fixed, but T am frank
to say that provision for dividends might well be added. )

Senator Sarrra. It never occurred to me that there was a possible
hope that there would be any dividends to distribute.

The Cmamman. If you restor_et% the provision that the Touse

would not that cover 1tt
Str.}lglégzllti/[ACK. Not cllgarly; atr}lldtI Yv%uld prefer to suggest an
hich would cover that point. )
amTeﬁg %i;l,:rgm& My understanding was that the bill merely fixed
the method of calculating the premium and then left the question
of convertibility to the broad discretion of the board, guided by cer-
tain eeneral rules; in determining the convertibility, they could
determine particip’,tation of dividends or anything else that, ordi-
narily goes with the sort of policy into which they were going to
C‘;nVertcit\' but if that is not clear, it ought to be made clear. stibl
Judge Macxk. The trouble is that the premiums for the convertible
s i Experience at 3%, and 1t was
policies are also fixed by the American Ix] : L
templated there would be dividends earned above that.

n}i).t l({zo'rt1 i aglvisable to put in the possibility of declaring a dividend.
t i\/nh' IG;;VEB. You certainly do not wish to make the healthy soldller
pay for the excess mortality due to the war on the insurance of the
1mpag‘ed ?\(}130119{14 No company pays dividends on a yearly renewal

o goelicv T will grant a yearly renewal based on the Experience
tf;giepof Mortality will more than pay the cost of a healthy risk,
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because the actual mortality allowed for in the best companies does
not reach 70 per cent of the expected mortality, and that will not
only pay the entire cost of the administration by the Government
of the healthy risks but of the administration for the entire risks.

The Cuaieman. All insurance makes the fellow who lives the
longest pay for the fellow who dies early.

Mr. Grover. There is another point in connection with term insur-
ance as against convertible insurance. Under the terms of this bill
there are certain reasons why the soldier would be forced, in order
to protect himself or his beneficiaries, to continue it as term insur-
ance instead of converting it. That was brought out incidentally here
this morning. If the insurance is term, it has no cash, loan, or ex-
tended value. If it is one of the other forms, such as ordinary life,
20-payment life, or 20-year endowment, it immediately assumes a
different character. There are cash values and paid-up values, all
based on a reserve which naturally accumulates. Now, the Govern-
ment is doing something which no State in this country would per-
mit any insurance company to do, namely, it is permitting forfeiture,
unless I misunderstand the bill, of the amount of the insurance at
risk and at the same time accepts from the soldier full payment for
that which it forfeits or takes from his estate, because, I think you
stated, Judge Mack, if a man should not have a beneficiary in certain
stated classes provided in this bill-—his father, brother, spouse, etc.—
and should die, the excess of the face of the policy over the reserve
actually accumulated would not be paid to his estate.

Judge Macx. That would go to his estate; the cash value would go
to his estate. The amendment was introduced in the House.

Senator Smrrr. That is, the cash value before he died.

Judge Mack. The original bill did not contain that. The moment
it was pointed out, the moment any good suggestion was pointed out,
it was accepted; and was immediately accepted when suggested. It
was suggested first by Congressman Madden that it ought not to go
to the Government. The justice of it was seen at once and this pro-
vision was framed whereby there goes to the estate of the deceased
the exact amount he could have sold it for the day of his death, but
the profit of the insurance is limited to certain classes so as not to
make 1t speculative; that does not go to his estate but the cash sur-
render value, the full legal reserve on the 3} per cent goes to his
estate.

Mr. Ipe. A man pays for 20 years on a 20-year endowment; his
wife dies two days before he dies and he loses $5,000. If his wife
lived two days longer his wife would receive $10,000. He dies and
the estate receives $5,000.

The Cmarrman. The object of this entire bill is that we are pro-
viding for the soldiers’ dependents and it is not an ordinary insur-
ance proposition. It leaves out a speculative profit for somebody
else.

Judge Mack. Precisely.

Senator SmitH. If he has not a dependent, it goes to his very best
friend, the Government.

Mr. Grover. That would be right if the Government had paid for
it, but he pays for it himself.

Senator Smitm. Does it not indicate that that is the legatee to
which he desires the insurance to go.
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. Senator SmooT. A case may arise like this, where it would be an
Injustice to his creditors. Suppose he had borrowed money

Judge Mack. He can not do it; it is not assignable.

. Senator Smo0T. I do not know whether he borrowed it or not.
Supposing a credit was extended upon it.

Judge Mack. That could not be. That is the very thing the insur-
ance companles wisely urged should not be in this bill, that it should
not be speculative in the slightest degree, that it should be payable
only to certain persons and the insured should not be permitted to
borrow money from people on it.

Senator Saroor. That may give him a credit in business circles that
he would not have if they knew he did not have it.

Judge Mack. He could not well get that credit, because those
creditors know this policy is not for his debts or his beneficiaries.

Senator Satoor. Suppose he had a wife living and there is not any
question but that these creditors would know that the soldier had
this policy, and that the wife was the beneficiary. If the wife died
lwo days before, or if the soldier died two days before his wife, then
the whole thing would go to the wife and the wife may have had the
credit; whereas if the wife died one day before the soldier died, then
the Government would take all of the difference between the actual
cash value and what the paid-up value would have been to the wife
if he had died two days before.

Judge Mack. This bill provides that this insurance is based upon
the spendthrift-trust principle now recognized in the States courts
and in the Supreme Court of the United States, namely, that it not
only can not be taken for his debts but can not be taken for the debts
of the beneficiary.

Senator Saroor. The question was as to whether there was a value
that he had paid for that does not go to his estate or to those that
he intended 1t to go to, and I think the professor is perfectly right
in saying there is a wrong done to the man who has paid.

The Crarryax. Not when you contemplate that our sole purpose
in this particular scheme of insurance is not a general insurance
purpose, but to take care of the man’s dependents.

Senator Saroor. As far as the term policy is concerned, what you
say 1s correct; but this is after it has been converted into a regular
policy, for which he pays as much as if he were insured in a regular
company. i ) . L

Judge Mack. That is not the intention of the bill; the intention is
for him to get the benefit of the loading. '

Senator Smrra. Do you favor this insurance after the war is over.
something like an accident insurance for lessened capacity growing
out of the soldier’s health condition ? '

Mr. Grover. I am going to speak about that a little later, Senator.
I would say, in reference to forfeiture of the amount at risk, that
many cases will occur where a man has as heneficiary a friend who is
not related to him but still entitled to consideration.

The CmamraaN. That is not the scope of this bill.

Mr. Grover. He has paid for this insurance, and why has the Gov-
ernment the right to take it? He might have somebody who had
brought him up to whom he wished to turn over this insurance and
who would certainly be entitled to it.
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The Cmamrman. If we went into that the whole bill would be
obnoxious and we would be invading the whole field of insurance.
Now we are invading it only as far as it is necessary to take care of
the soldiers’ relatives and dependents, and no further.

Mr. Grover. A great many boys who go to college borrow money
on the face of their policies. Thev go to some friend and borrow
$2,000 and take out an insurance policy in that amount in his favor.
This would not be possible if the amount of risk is forfeited.

The CHatrsraN. No; we are not going into that broad field.

Senator SartH. And we have invaded the ranks of that class of
boys, too.

Mr. Grover. There are numerous minor matters which I am not
going to discuss, but what seems to me a major defect in this bill is
its failure to take care of impaired risks after the war where such
impairment is due to service in the war. I base may statement on the
theory that the Government should restore the soldier to his status
before the war, so far as insurability is concerned. The man who
comes back impaired and has not taken out any insurance under the
terms of this bill will not be provided with insurance protection by
the Government, nor can he get insurance of a private company. If
he has taken out a policy of $1,000 and comes back after the war im-
paired, he is then unable to take as much as he would have taken of a
private company had he not gone to war, because he would have been
in good health. He is raising a family and naturally it requires more
and more insurance to protect his family. He starts in at $1,000, and
then takes another and another until he gets up to $5,000 or $10,000.
But the soldier who comes back and who has taken little or no insur-
ance can not take any more, because he is an impaired risk. Because
he did not take it within 120 days after enlistment he is barred by the
Government, and he can not get insurance of private companies be-
cause he is an impaired risk.

The Cramrman. Taking the whole bill together he gets his partial-
disability allowances.

Mr. Grover. I am speaking of the soldier who is not disabled to
the extent where he would be considered totally disabled or even seri-
ously partially disabled.

The CraRMAN. Ten per cent is the percentage of impairment put
in the bill,

Mr. Grover. But the small impairment which might reject him
for insurance by a private company might enable him to get only 20
per cent disability, which would not compensate him for the loss in
msurance. One way to meet this situation would be for the soldier to
take out $10,000, the full amount, and the question arises as to how
it could be done. Shall it be compulsory, or must the insurance be
given to him during the period of the war, but not after the war? I
am not going to make any suggestions to-day, but I want to point
out this situation:

I can not find that this bill provides for partial disability of the
soldier after the war. .

Judge Mack. You mean insurance or compensation ?

Mr. Grover. Insurance or compensation for partial disability not
incurred during the war. '

Judge Mack. Which has not been produced by injuries received?
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Mr. Grover. Precisely.

Senator Smrra. You do not think it ought to be, do you?

Mr. Grover. The point in my mind is this: I think the insurance
portion of the bill ought to check pension legislation. I do not be-
chifve 1t will. Perhaps it is better to leave such legislation until after

e war.

The Caatrmax. I do not fancy that anybody has an idea that these

provisions of this bill will do away with all pensions. Tt certainly”

will not do away with special bills to suit special cases. What is
hoped is that it will do away with the pension system at the Pension
Bureau, where the leak is. Of course, a man might be an old soldier
and fall and hurt his head and be paralyzed, and some Congressman
might put in a special bill to suit a special case.

enator Sxoor. Instead of one leak, we will have two.

Mr. Grover. That is what I anticipate.

The Crarrman. These private pension bills do not amount to any-
thing; it is the Pension Bureau that counts. . ’

Senator SmooT. Anyone who has been on the Pension (‘ommittee
for a long time would know how much money there has been spent
on them.

Mr. Grover. Under the terms of this bill the bulk of the soldiers
who live to an advanced age receive no benefit from the Government
after the war except a life insurance policy for which they pay a
higher premium rate than they would have had to pay a private
company for at least from one-half to three-quarters of the entire
premium-paying period or term of the policy.

It is common experience that the policyholder does not place much
value on insurance protection which he has received in the past. He
assumes that, being alive. he has lbeen no expense to the company
and is accordingly not indebted. Indeed. he often takes the posi-
tion that the company is indebted to him on account of his past
premium payments. The soldier who returns from the war in good
health may very naturally take this view of his Government insur-
ance. disregarding the protection received during the centinuance of
the war at reduced rates, especially if he discovers that he is cur-
rently paying about the same or more for his insurance than is
charged by a private company.

Is it wise for the Government to undertake an insurance plan
which may place it in this unfortunate position with respect to its
coldiers? "I do not think it will check pension legislation. If it is
intended to do that, I do not understand how. How is that, Judge
Mack?

Judge Macx. I agree with Senator Williams. You can not abol-
ish the pensions. There will always be private claims. What 1
hope for is that this insurance will set up a tremendous moral obli-
gation against general pension service legislation. There are going
to be these individual private cases. Nothing under the sun can bar
those out. .

Mr. Grover. Do you think this will do away with 50 per cent of
them*

Judge Mack. A great deal more. I do not share Capt. Wolf’s
ostimate of the number of people who are going to take this insur-
ance, or the average amount they are going to take. I think it is
going to be very much higher.

.
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The Cuammman. It has been suggested in that connection that a
clause should be put in this bill sayingsthat anybody who afterwards
drew a pension from the United States should thereby relinquish
his right under these clauses. That would finish him, at any rate.

Judge Mack. I do not think that would be right at all.

Mr. Grover. This bill, in effect, requires the soldier to pay for his
own insurance protection and renounce, if the bill is to dispose of
the old system of pensions, all claims to future disability or pension
aid from the Government in exchange for insurance protection fur-
nished during the period of the war, and toward which the soldier
himself pays the Government about $8 each per year per thousand
of insurance.

Judge Mack. I do not know what you mean by “ renouncing.”

Mr. Grover. Placing a moral obstacle on him not to apply for
further aid.

Senator Smoor. That would not amount to anything if we put it
in the bill. )

The CuairMan. It does furnish a moral obstacle.

Mr. Grover. Secretary McAdoo, in his letter to President Wilson,
speaking of this, says, “ It ought also to check any future attempt at
service pension legislation.”

The Cmamrmax. That is exactly it. It is service pension, not
disability pensions. Disability pensions are peculiar,

Senator Syoor. In 20 years from now we will forget all about this,
and everyone will have a pension.

Senator SyrTH. A man who was not hurt during the war gets a
service pension. His pension is not due to war injury but to war
service; that is, a service pension. '

The Crarrman. Sometimes for 30 days in a recruiting station.

Mr. Grover. There is no provision in this bill to give compensation
to the soldier who becomes seriously partially disabled or totally dis-
abled if such disability should occur after the war and not be due to
the war. What is to be done for the soldier who becomes blind or
totally disabled or who sustains a partial disability which reduces his
earning power to a point where he can not support himself and his
dependents if his misfortune occurs after the war and is not due
to 1t ?

The CmarrmaN. What is done for the ordinary citizen who be-
comes blind? If a man becomes blind in a way totally disconnected
from the war, what claim has he upon the Government any more
than any other citizen?

Mr. Grover. I will leave that to you; he has been a soldier.

Senator Snaoor. He has been a soldier and is going to get it.

Senator Smrrr. I do not believe in service pensions, and if a man
comes out of the war sound he ought to take his place with civilians.

Mr. Grover. This bill provides no old-age pension for the soldier,
nor does the Government make any significant contribution toward
the payment of insurance protection for his dependents. I am talk-
ing about the man after the war.

Senator Smoor. I hope those are all questions that we need not
take into consideration at this time.

Senator SymitaH. What do you suggest to us as amendments to this
bill? Have you brought your suggestions down to some definite
shape in the way of amendments?
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Mr. Grover. I have thought of this. Senator, but the whole insur-
ance portion is so complicated that it would be hard to make a brief
statement as to amendments.

Senator Sayrrra. Do you advise against the entire insurance pro-
vision ?

Mr. Grover. No.

Senator Syrra. Do vou advise that it should be changed?

Mr. Grover. Yes.

Senator Sarrta. Can you not submit to us your detailed statement?

Mr. Grover. Yes, after I have heard what the other people have
to say, as I would like to get their points of view.

The CHarrMax. Please submit your statement in the form of
amendments with reference to the lines and pages of the bill.

Senator Syroor. From what you have already stated, I take it for
granted that yvou think it is well enough to provide term insurance to
last until after the war closes?

Mr, GrovEr. Yes.

I do not believe you can evide pension legislation. The effect
of these omissions 10 or 20 vears after the war, possibly sooner,
would be to revive the pension system through failure of the pro-
posed system to meet practical conditions. But $3,000 of insurance
payable in installments of $12.50 a month to every soldier, maturing
as an old-age pension of $30 per month at age 65, would knock out
90 per cent of pension legislation, because it would provide for
those men.

Senator Syrrrir. Your insurance will be a species of old-age pen-
siom.

Mr. Grover. This $3,000 of insurance payable in installments
would amount to about $12.50 for 240 months. in case of hig dis-
ability. If he should die, the $3,000 would go to his family: but
if he should live to age 65 it would automatically provide about $30
a month for the rest of hLis life.

Senator Sarrra. Can vou get that in the shape of written sug-
gestions and let us have it to-morrow?

Mr. Grover. I can, but perhaps not in such form that it would be
acceptable as an amendment to this bill.

There is one other point which should be considered in connection
with Government life insurance, namely, lapses from various causes.
As a measure to encourage the soldier to contribute practically the
whole sum toward his insurance protection after the war and make
provision for an old-age pension by premium payments on a Gov-
ernment policy, the insurance plan may prove a failure on account
of the large number of soldiers who will lapse their policies after
the war. In the most conservative life insurance companies in this
country 50 per cent of the policies written are lapsed or terminated
for some reason or other within less than 10 years after issue.

Senator S»oor. Is that statement true—that half of the insnrance
policies issued lapse?

Mr. Ipe. Yes.

Mr. Grover. In conformity with this experience, I should expect
that within 10 years after the war more than half of all the soldiers
that the Government had insured under any plan where they have
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to pay their own premiums would have dropped out or taken some
form of surrender value through failure to make premium payments.
I believe the lapse rate would be especially heavy 1if these young men
were overinsured (which T think is quite probable during the war
period on account of the $8 rate), because when they return to civil
life they would not carry the burden of premium pavments for a
larger amount of insurance than they veally need, especially if their
insurance were converted from term insurance to some niore ex-
pensive formy. The average amount of insurance carried by men
between ages 20 and 30 is nqtmally small, first, because they have
few, if any, dependents to protect and. second, because thev have
not acquired sufficient means to finance their business enterprises
and at the same time carry a large amount of insurance.

The lapse rate in Government insurance would not differ, other
things being equal, from that experienced in private companies, be-
calse human nature and necessity, the impelling factors here, remain
the same. Indeed, if anything, the lapse rate among these young
men would be heavier than that experienced in the normal insurance
company because the average age is much lower for the men who
would take out the Government insurance.

Under the conditions regarding lapsation above mentioned it would
appear that a large part of the soldiers would eventually receive’
only temporary protection from their insurance. And it is also likely
that those who would lapse or terminate their Government insurance
would include the very soldiers who were most in need of Govern-
ernment assistance. The man who has no money must be the first
to lapse his policy or surrender it for what he can get out of it. In
this case he would be borrowing from his family instead of the Gov-
ernment and would at the same time be taking away their insurance
protection.

I have prepared a letter which is in line with certain suggestions
and criticisms of the bill under discussion, which I will insert in the
record.

(The letter referred to above is here printed in full, as follows:)

UNIvERSITY oF MicHIGAN, September 7, 1917,
Hon, F. M. S1MMONS, !
Chairman Finance Committee, Washington, D, C.

Derar Sir: I desive to protest against that part of the inswrance bill which
purports to provide insurance for soldiers in amounts from $1,000 to $10,000
at premium rates based on mortality experience tables of peace times without
“loading " (American KExperience Tubles of Mortality, 33 per cent). I believe
it will eventually prove a disappointinent to those who framed it and a gold
brick to the soldier who accepts it in good faith as a valuabhle concession on the

part of the Government.
I will state my reasons for thisx opinion:

I.
THE CLASS OF SOLDIKRS UNDER CONSIDERATION.

In what follows T refer to the soldiers who, in accordance with the terms
of this bill, have bought term insurance from the Government during the period
of the war at a premyium rate of about $8 per thousand in amounts from $1,000
to $10,000, and who return uafter the war and are ineligible to disability com-
pensation and convert their term insurance into some other form, as ordinary
life, 20-payment life. 30-year endowment, etc., for which they are required to pay
a much higher premium rate.

This class will undoubtedly include the great bulk of the enlisted soldiers.
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ta) The soldier who converts the insurance which he hought al term rates
during the continuance of the war will discover (roma 3 to 10 years later that
the higher premium rate charged hy the Government in accordance with the
terms of this bill. based on mortality experience tables of peace times without
“loading,” are from $1 to $4 per thousand of insurance m excess of the net
cost to the insured in private compunies for the same kind of converted policy
issued at the same time and age.

This statement may be verified by cousulting the official departinent insnrance
report of any of the Stutes where premiums and dividends are published, en-
abling one to obtain the net cost of life insurance in private companies on vari-
ous plans of insurance and years of issue for ages 29, 33, 45, und 55,

What advantage does the soldier gain in paying the Government a higher pre-
mium rate for his insurance than he would have to pay a private company ?

(0) Under the terms of this hill the soldier who lives to an advanced age
receives no henefit (7)) Trom the Government after the war, except a life in-
surance policy for which he pays o higher prewmiunm rate than he would have
lad to pay a private company. for at least from one-half to three-quarters of
the entire premiwm paying period or term of the policy.

It is common experience that the policyholder does not place much value
on insurance protection which he has received in the past. He assumes that,
being alive. he has been no expense to the company and is accordingly not
indebted. Indeed, he often takes the position that the company is indebted to
him on account of his past premiun payments. The soldier who returns from
the war in good health may very naturally tuke this view of his Government
insurance, disregarding the protection received during the continuance of the
war at reduced rates, especially if he discovers that he is currently paying
about the same or more for his insurance than is charged by a private company.

Is it wise for the Government to undertake an insurance plan which may
place it in this unfortunate position with respect to its soldiers?

(¢) This bill in effect requires the soldier to pay for his own insurance pro-
tfection and renounce (if the DLill is to dispose of the old systew of pensions)
all claims to futura disability or pension aid from the Government in exchange
for insurance protection furnished during the period of the war and toward
which the soldier himself pays the Government about $8 each yvear per thousand
of insurance.

This is a case of where the soldier has to die to win.

(d) There is no provision in this bill to give compensation to the soldier
who becomes seriously, partially disabled, or totally disabled if such disabhility
should occur after the war and not be due to the war.

What is to be done for the soldier who becomes blind or totally disabled or
who sustains a partial disability which reduces his earning power to a point
where he can not support himself and his dependents if his misfortune occurs
after the war and is not due to it? He can obtain no relief from the Gov-
ernment !

(e) This bill provides no old-age pension for the soldier nor does the Gov-
ernment make any significant contribution toward the payment of insurance
protection for his dependents.

(f) The effect of these omissions, 10 or 20 years after the war, possibly
sooner, will be to revive the pension system through failure of the proposed
system to meet practical conditions.

In spite of the glaring omissions this hill has been proposed ax n cure for the
old pension system evils.

() To carry out the insurance program outlined in this bill would require
a large and expensive administrative organization which would not be justi-
fied when measured by the results it could or would accomplish.

The Government can not furnish sound insurance protection on a legal re-
serve basis at a materially lower cost than now offered by well-managed
life insurance companies, unless it should undertake to give away outright a
part or the whole of such protection. ) )

If the Government desires to give insurance protection to the_soldlers with-
out cost the plan proposed belvw would make this po::s_ihle \\_nthout the ex-
pensive and unnecessary administrative machinery required for the routine
work of a great life insurance company. . . .

(h) As a measure to encourage the soldier to contribute practically the
whole sum toward his insurance protection after the war ad make provision
for old age by premium payments on a Government policy 1']}9 insurance plan is
doomed to failufe on account of the large number of soldiers who will lapse
their policies after the war. .
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In the most conservative life insurance companies in this country 50 per
cent of the policies written are lapsed or terminated for some reason or other
within less than 10 yvears after issue. In conformity with this experience I
should expect that within 10 years after the war more than half of all the sol-
diers that the Government had insured under any plan where they have to
pay their own premiums would have dropped out, or taken some form of
surrender value, through failure to make premium payments. I believe the
lapse rate would be especially heavy if these young men were overinsured
(which I thiuk is quite probable during the war period on account of the $8
rate), because when they return to civil life they woulds not carry the burden
of preminm payments for a larger amount of insurance than they really need,
especially if their insurance were converted from term insurance to some
more expensive form., The average amount of insurance carried by men be-
tween ages 20 and 30 is naturally small, first, because they have few, if any,
dependents to protect, and, second, because they have not acquired sufficient
means to finance their business enterprises and at the same time carry a large
amount of insurance,

The lapse rate in Government insurance would not differ, other things being
equal, from that experienced in private companies, because human nature and
necessity, the impelling factors here, remain the same. Indeed, if anything,
the lapse rate among these young men would be heavier than that experienced
in the normal insurance company because the average age is much lower for the
men who would take out the Government insurance.

Under the conditions regarding lapsation ahove mentioned it would appear
that a large part of the soldiers would eventually receive no bhenefit from their
insurance. And it is also likely that theose who would lapse or terminate their
Government insurance would include the very soldiers who were most in need
of Government assistance. The man who has no money must be the first to
lapse his policy or surrender it for what he can get out of it. In this case he
would be borrowing from his family instead of the Government and would at
the same time be taking away their insurance protection.

II.

CHANGES OR AMENDMENTS RECOMMENDED.

The bill should provide for free indemnity to every enlisted soldier covering
at least the following items :

(1) 1. Compensation for total disability and for partial disability which seri-
ously affects the earning capacity of the soldier, $uch compensation to be inde-
pendent of the cause of the disability and the date of its occurrence.

2. Indemnity against the risk of death until he reaches age 65 of not less
than $3,000, for the protection of his dependents.

3. A pension of $30 per month to begin at age 65 and continue for the re-
mainder of hig life.

The combined benefit in items 2 and 3 is about equivalent to a $3,000 policy
of endowment insurance maturing at age 65. In principle it is not greatly
different from the proposal first made by Hon. Edwin F. Sweet to provide every
enlisted soldier with insurance protection to the amount of $4,000 without cost.
It is also in harmony with the recommendation of the advisory committee of
insurance representatives appointed by the Secretary of the Treasury, except
that it provides a more liberal insurance protection than this committee pro-
posed, and also includes a pension beginning at age 65.

The administration of the benefits proposed in item (i) would be compara-
tively simple, because this plan calls for no premium collections. The setting
up of an intricate and costly scheme of Government insurance such as would be
required in carrying out the insurance portion of this bill would not be justified
unless the Government could thereby effect a very material saving to the soldier
in premium payments. At best this could not exceed the cost of administration,
including agency expense, in our great mutual life insurance companies, which
is from 15 to 20 per cent of the total premium income, and this would be on the
unbusinesslike hypothesis that there would be no administrative cost to the
Government. If it is proposed to give this service to the soldiers the money
cost might better be applied dirvectly as suggested in plan (i).

III.

In conclusion I wish to say that I regard this bill, apart from the insurance
plan, as wisely conceived and admirably fitted to the complex conditions
which it is expected to meet. The beneficiaries of those who die in the service
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and }he disabled s_oldiers who return are generously provided for. The great
weak_ness.of the bill is that the soldier has to die or become disabled to win.
B‘}t if th_lS plan is to displace the old pension system it must provide some-
thing equivalent to pensions for the soldiers who return and are not disabled.
Thls' plll makes them pay for everything they get after they have made great
sacrifices for their country. How are they going to feel about this 10 or 15
years ]gter when the appeal for Government aid arises in thousands of
merltor_lous cases?  Naturally they will demand a pension or compensation of
some kind—and get it—so why not provide for it now along scientific lines as
in the case of the soldier who is disabled in battle. Give every soldier a flat
insurance protection of $3,000 and it will not lapse and fail his dependents in
time of need. Give the old soldier who has reached the age of 65 a pension of
$30 per month for the remainder of his days. Make provision for the compen-
sation of the soldier who becomes totally disabled or whose earning power be-
comes seriously impaired through partial disability, no matter what the cause or
time of its occurrence. These benefits will be genuine and avoid placing the
Government in the position of *“benefactor ™ to its returning warriors in con-
nection with the commeodity which they pay for themselves. It will also prevent
the spectacle of this Government deluding itself and its soldiers into the belief
that it can sell life insurance, without loss, at a price materially lower than
the great mutual life insurance companies which now handle the bulk of the
business in this country. Additional insurance protection of $10,000 during the
war at term rates for those who are already liberally provided for does not
appeal to me as a wise distribution; it would be better if these funds were con-
served for distribution among those soldiers who have fought well and® have
been fortunate enough to return to their homes.

Without this provision the system will eventually fall down bhecause it
failed to provide a genuine substitute for the one thing which it intended to
supplant—an unscientific system of pensions.

I am, very respectfully, Jarmes W. GLOVER.

The Cuairaax. We will now take a recess until 2.30.
(Thereupon, at 1.835 o’clock p. m., a recess was taken wntil 2.30
o'clock p. m.)

ATTER RECESS.

The subcommittee reassembled at 2.30 o’clock p. m. in the com-
mittee room, Capitol, pursuant to recess taken, Senator John Sharp
Williams presiding.

The Cuamarax. The committee will come to order.

Dr. Richardson, the committee understands that vou desire to
occupy about five minutes in explaining an amendment that you pro-
posed. The committee will be glad to hear you.

STATEMENT OF DR. CHARLES W. RICHARDSON, WASHINGTON, D. C.

Dr. Ricuarpson. Mr. Chairman, this is a suggestion of an amend-
ment to be added, that * the soldier shall remain in the charge of the
Surgeon General of the Army for his reeducation, reconstruction,
and rehabilitation, and so remain until this is complete and he 1s
discharged.” .

That 1s, with the idea that the man can be completely rehabilitated
nnder the Surgeon General’s care. S '

As vou all know—probably not to the extent to which it is being
carried out—the Surgeon General has in his mind, and has started
this reconstruction plan from the moment the soldier is injured, and
carrying him completely through a completed plan of reedl}catlon
and rehabilitation. Various steps have been already taken for the
purnose of accomplishing this. A great deal of effort and time has
been employed, and he has already planned for the construction of
hospitals, both abroad and in this country, for the purpose of carry-



54 WAR-RISK INSURANCE.

ing out this reconstruction. rehabilitation. and reeducation of the
men.

A large number of the most experienced and capable men along
these lines in medicine have been taken into the Reserve Medical
Corps of the United States Army for the purpose of directing and
perfecting this work along the most advanced scientific lines. The
work is well advanced. Some medical officers are about or have
gone abroad to prosecute this work from the mement that the
wounded man is brought into the evacuation hospital and perfect
all arrangements for so doing from the very start. A large amount
of reconstruction will have to be borne by the Army and Navy abroad.
All facilities are also being perfected mm this country through hos-
pital arrangements and other means to continue the work. What
we wish is that there shall be no question in the wording of this bill,
wherein the soldiers and sailors reconstruction is to be worked out.
It would be a terrible waste of effort, forces. and actual money if this
was reduplicated.

Senator Saroor. What do you mean by reeducation !

Dr. Ricusrpson. Reeducation? For instance. take a man who
readily understands. Suppose a man to be deaf from shock or con-
cussion or from actual injury to his ears, that man will first be put
through a physical examination and physical treatment to see if he
can be restored. If his hearing can not be restored by that method,
then the reeducation commences. which is teaching him lip reading
and giving him other means by which he can communicate with
others. The next step is rehabilitation, or putting him in a new
occupation, wherein his disability will not handicap him.

Senator Syroor. Doctor, where are vou from?

Dr. Ricuarpson. Washington, D. C.

The Cmarrman. Doctor, this committee is very much obliged to
you.

Dr. RrcmarpsoN. I thank you, Mr. Chairman and gentlemen.

The Crarrman. The next gentleman to be heard is Mr. Herman L.
Ekern.

STATEMENT OF MR. HERMAN L. EKERN, MADISON, WIS.

Mr. Exern. Mr. Chairman, the original draft of this bill, as pre-
pared by Judge Mack, was based somewhat, I take it, on the sug-
gestions made by Assistant Secretary Sweet, which were a little
different from this bill in that they provided more benefits for the
soldier.

The theory of the first draft, which I participated with Mr. Sweet
in working out, was that the Government should give to every
soldier an insurance of $4,000 on the 20-payment life plan, with the
premium paid by the Government for both peace and war risk dur-
ing the period of the service, and after the period of the service, the
man should take up the payment of the premium. Added to that
was the option to take an additional amount of insurance from $1,000
to $6,000, making a total insurance of $10,000, the same as in this
bill. The theory of that was to make a larger provision for the
soldier, which would have a greater tendency to meet the demand
for the service pension, which inevitably will come after the war;
there is no question about that, and there is not any way by which
you can do more than prepare something to meet it. But you can
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prepare this moral obstacle to the demand which mieht otherwise
be made. ’

The insurance feature is a very important part of this bill as it
stands now. and for this reason: The bill provides for protection
under the workman’s compensation feature. to those who are njured
or killed in the service only in the case that thev have inunediate
dependents. such as a surviving widow or minor children. or a de-
pendent mother. In any case. 1t must be immediate dependents.

The great mass of the men who are going into the service are
selected because they do not have immediate dependents. We are
hopeful that perhaps not over 2 out of 10 will be either killed or in-
jured in this service. and perhaps 8 will be returned mnninjured;:
If that is true you are, under the compensation provision, taking
care of only 2 out of 10. Of the 2 out of 10, perhaps less than half
will have any dependents at the time of injury or death. The
other one-half will leave a mother, father, or some other relative who
has had the care. support, and education of this soldier or sailor and
who may naturally look forward. in the course of 5 or 10 vears, to
getting some benefit in return from the life of the soldier who has
been killed or injured.

That feature must be taken care of. Tt is only taken care of by
the insurance provision under Article IV. The insurance provision
also takes care of the remaining 8§ out of 10 who come back without
having been disabled or injured. The insurance provision is a very
moderate one. The Government is doing no more than taking care
of its own employees. The soldiers and sailors are emplovees. and
the Government 1s merely providing what these men are deprived
of by reason of this service.

A man who goes into the Government emplovment in the civil
service gets compensation, under the workmen's compensation act,
for death or injury. He is not deprived of his life insurance by
reason of that service, but practically all the soldiers are deprived of
their life insurance. or their ability to take life insurance. The
thing this bill replaces is their insurability during the period.

There is no question that ** term insurance.” as such. is not a de-
sirable form of insurance. I believe that the Government could
afford to increase the pay of the soldiers proportionately. When
I first made the first draft of this hill. suggesting that the Govern-
ment should furnish free during the service the premium on a 20-
payment life insurance, of $4.000 for each soldier. the question of
increasing the soldier’s pay was or had just been hefore Congress.
To have the Government pay for this insurance is just increasing
the soldier’s pay that much. The question involved is merely whether
vou can afford to give the peace premium to him during the service
or not.

'ﬁle CHARMAN. You want to make him a present of $4.000 of
insurance? . .

Myr. Exer~. T think the Government could afford to pay a preminm
on a 20-payment life policy during'his service without cost to him.

The CrarrMaN. And without calling on him? o

Mr. Exerx. Without calling on him for any contribution for that
pu’f%zsgn‘umm& That is these other gentlemen’s proposition except
that vou have quadrupled it.
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Mr. Exer~. Noj; that is not the other gentlemen’s proposition at
all.  The other gentlemen propose that you should give them a
$1,000 term insurance, not a 20-payment premium. The other gentle-
men propose that you should insure them for 5 years, or for 10 years,
after the service, but it is of little benefit to him to have an insurance
terminating while his children are young shen he most needs it.
My proposition is that this 20-payment life insurance shall con-
tinue through the rest of his life.

The Cumarraan. Whether he is hurt in the service or not?

Mr. Exer~. That has nothing to do with it.

The CuarrmMan., You just want to reward him because he did go
out and run the risk of being hurt?

Mr. Exgrn. The Government will not be contributing anything to
the cost of the insurance after the war. The insured pays it all. The
(GGovernment only contributes the management expense under any
plan by which the soldier is granted insurance under this bill—and
T am for this bill in the way it stands—he should be given the benefit
of gains and savings in dividends or a return of savings. If the
mortality is less than that provided for or the interest earned is more,
the coldier or sailor who carries this insurance should be given the
henefit of the gain. That disposes-of any question of the Government
insurance costing more than private companies, because obviously the
men die at the same rate whether they are carrying Government
insurance or private company insurance, and the total claim will
be the same in both cases. The vital thing is that these men shall get
something which carries on their wnsurance through their lives.

The CuHamrmax. If a man serves during the war and comes back
perfectly healthy and well and all right, why does the Government
owe it{e to him to insure him during his life any more than it owes it
to me?

Mr. Exerx. One reason is this, that you are going to give this
insurance to a lot of men anyway who will come back impaired. You
are going to continue the men who are impaired during service, there
is no question about that, and you will take cave of them for life.
The man who comes back impaired, who will have a heavier risk, will
have his insurance carried at a net cost—net American Experience 3.5
per cent

Senator Smootr. Should he not?

Mr. Exer~. He should; there is no question about that. The man
who comes back, and who is a better risk than the man who is im-
paired, if he is to have no right to continue his life insurance, would
have to go out and buy his insurance at a higher rate than that offered
by the Government. There is no reason why the Government, hav-
ing that machinery, should not, by reason of this man having been in
the service, afford him that much benefit.

The Crammax. That is service pension in the guise of insurance.

Mr. Exzr~. Pardon me, it is only service pension in the sense that
there is the right to carry it on without contribution for expenses,
and it might be regarded as a service pension.

Now, I desire to say one thing about the matter of expense. It is
objected that the administration of this law will be very expensive
to the United States Government. I wish I had the time to give you
the figures as to the cost of operating this department of the Gov-
ernment, and compare these with the same cost in private companies.
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Senator Smoor. I know about that better than you do, because T
am up against it every vear. There is no reason for your taking
time upon that proposition.

Mr. Exer~. I understand that. and I will mevely refer to the ex-
penses in life insurance. The expenses of transacting the business
of private insurance companies doing business in Illinois—which in-
cludes all the large life insurance companies—is $223.000,000. There
are about 160 other life insurance companies in the United States,
which means a total of $240.000.000 or $250,000,000 a vear for the
actual expense of doing the life insurance business in the United
States. Conservatively estimated. the solicitation expense of putting
the new insurance on the books is three-fourths of the total expense.
This is $180.000,000 or $190.000,000 a vear. The rest of the expense
is largely management expense. The governmental management ex-
pense of this business certainly would be very small in comparison.
The companies doing business in Illinois write about three and one-
half billions of insurance during the vear for the $180.000.000 of ac-
quisition expense. The Government insurance on a million men,
supposing it to be $4.000 on ‘each would be four billions of insurance.
All the Government would have to pay in expense would be merely
the overhead for this business, because automatically. under this bill,
as I understand it, the moment the man takes this insurance the
premium is deducted from his pay, and there will be no elaborate
solicitation system or any large expense for collecting these premiums.

In view of the economic saving which could be effected by making
this insurance automatically applicable to every person in the service,
1 believe this could well be done as above suggested. This would be
more liberal than the present bill but no more so than warranted by
the kind of service required and by the social and economic gains
which would follow.

The Cuamyax. Will you please prepare vour figures and hand
them to the clerk?

Mr. Exerx. I will leave this paper with you.

The Cuairarax. The paper will be inserted in the record.

(The paper referred to 1s here printed in full. as follows:)

The official reports of 85 companies doing business in the Ntate of Illinois for
the year 1915 give amounts paid out for expenses as tollows:

Commissions to agents__ $70. 041, 923. 48
Salaries, medical fees, officers. employees. and other charges_ GO, 3:}0, 802. §3
All other expenditures__________ - 93. 078, 105. 50
Total expenses 3 223, 430, 833. 81

Other dishursements: ) ) _
Paid for losses and claims___ . _________ 30?%, 091, 33%,04
Dividends to policyholders_______ - 112, 992 46.1. 89
Lapsed, surrendered, and purchased policies_ . ________ 120, ‘3§, 812, 0.4
Dividends to stockholders. _____ . ____ *_4_.,,2'_42_" 131.i3
Amount of new insurance . ____ - _ 3, G-}7 434. 95_)8. 5’»
Insurance in force end of year _____ .. .- 21, 633, 020, 8.»0._%9
Termination by deatho - e 3)*2, 99-2' 2?3 B4
Termination hy expiry. maturity, and disabilily oo _____ -iu. 342, 3:0 aﬁ
Termination by surrender— .. 4_40. 114,.}4‘:. 17
Termination by lapse, not taken, decrease and transfer______ 1, 644, 973, 737. 80
TOtal o o o 2, 598, 426, 430. 08

Net gain in insurance in force____ 1, 048, 998, 568, 47
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Mr. Exerx. The above figures would bring the solicitation cost to
about $45 per $1.000. Tor a smaller number of the large companies
the Connecticut insurance department figures the first-year cost at
$32.68. At either figure the saving in solicitation expense alone would
pay the $8 per $1,000 in premium from four to six years.

The Cmarraan. The committee will now hear Mr. Milliken.

STATEMENT OF R. C. MILLIKEN, WASHINGTON, D. C.

Mr. MicLiken. Mr. Chairman, T have an amendment as an addi-
tional article to article 5 of this bill, which provides for giving an
additional optional policy, a 20-payment life policy, for ‘$2,500 to
unmarried men in the service in lieu of the benefits of the insurance
provided in article 4.

I may say that 90 per cent of the men in the Army, or between 80
and 90, to be absolutely safe. are single men. They have no legal de-
pendents. They have moral dependents, but they have no legal de-
pendents. Of course, the married man must—he is obligated to take
care of his wife, and that insurance should go to his wife and minor
children. But now, to get a plan to suit the soldiers. These young
men will not take this insurance, and I speak from experience, be-
cause I went out and solicited the soldiers of the Iirst Battalion of
the Sixth United States Engineer Regiment. T did not know a soul;
I did hot know what was out there; I did not know what regiment
was stationed there. I looked up the commandant and stated my
proposition to him, and he agreed to get some soldiers to whom 1
could talk. They met me in the post-lecture room. The commandant
gave them a furlough to go and see the committee and be heard.
They got the bills there and they studied them, and in the next week
or 10 days they studied the bill that is before you now, and they had
hearings before the House committee, and then they issued this pe-
tition which I am going to read. This petition was before the post.

The Cmarryran. Did you not put that petition in the House hear-
ings?

M. Mruurkes. No, sir. That has been gotten up since, in the last
day or two. This petition was signed by over 200 men after it had
been on the bulletin board over two days and then withdrawn.

(The petition referred to above is here printed in full, as follows:)
To the Congress of the United States:

We, the undersigned enlisted men of the First Battalion of the Sixth United
States Engineer Regiment, would most respectfully present this petition to you
as an expression of onr sentiments on the soldiers’ inswrance bills pending
hefore you.

We strenuously oppose that section of House bill 5728, known as the Mack
bill. which seeks 1o have the Goverument withhold half our pay. But if that
section is passed over our protest, then we ask that the Milliken bill be substi-
tuted for Article IV of the Mack bill.

Article TV of the Mack bill makes it optional with each soldier to take from
$1,000 to $10,000 insurance at an annual cost to him of $8 per $1,000, hut the
soldier must die to enrich relatives, for the soldier can never realize any hene-
fits from it himself: whereas the Milliken bill makes it compulsory for each
soldier to take $2.500 insarance on the 20-payment life plan at a monthly cost
to him of $5 to be paid hy the Government out of the half pay to be withheld.
But the Milliken bill makes provision for the surviving soldiers to realize some-
thing atter the war and for engendering a wholesome cooperative spirit among
the soldiers themselves.
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The Mack bill would have the Government itselt conduet our 1surancee husi-
ness, while the Milliken hill provides the Government shall negotinte with one
of the hiz companies to do it for us. '

The Mack and the Milliken hills are alike in fhis, that both provide the
Gn\'erlnm-_nt shall pay the war hazard on our insurance, that is. the difference
between the civilian rate and warv rate.  Both provide also that the Govermment
shall defray the expense of management. We believe the Government owes us
the duty to pay this war hazard, as our assuming the extra hazardous Auty of
defending the Government ou the battle field so increnses the cost of insurance
to us as to make it prohibitory to us, because the (Government is the only power
which can tax the very intevests we represent in performing such duty and
distribute that burden equitably among such interests.

In this connection it should he borne in mind that when most of us lett ¢ivil
life Iabor was more highly vrewarded, probably, than at any period in the history
of the country, and the opportunities for jnvestment for our civilian popula-
tion during the war will be excellent. all of which will be denied us., And
when we return from the necessary duty of destruction to the more congenial
pursuits of production such conditions will be reversed: and as we will have
nothing to sell but our lahor, it necessarily follows that such former comrade
in the battle for liherty will he arraved against each other in the buattle of life.
Therefore we feel it would be a gamble on our part to neglest the duty of in-
suring our lives on the cooperative plan provided hy {he Milliken bill, if Con-
gress makes the provision.

With the Governmient assuming such extra hazard, such a company could
not fail, and we can go to the courts and have our contracts with the company
enforced. But with the Government you never know where yvou stand. It
raises your pay one year and takes it away the next, amdl you must resort to
all manner of red tape to get a cent out of it and beg officials to give vou what
belongs to you. Iach administration would interpret that law in @ different
light; and with the wealth of the country fighting the lieavy taxes imposed as
a result of the war, we fear a powerful lobhy would form here o prevent its
liberal interpretation in our favor; and the individual soldier wonld be power-
less to oppose the intluence of such a lobby. Therefore we helieve our in-
terests would be hest conserved if the (rovernment negotiated with one of the
big companies to do that business for us, becuuse such 2 company could not be
induced to assume a contract involving such a stupendous obhization unless
it could enforce such a contract in the courts, and Cougress cuil protect us
against the company hy seeing to it that its contracts with us are o enforce:ible,
That would afford us double protection and at the same fime guwarantee us
against sinister political influences.

Respectfully.

Now, these gentlemen to-day ask to have this made compulsory.
Under my plan it would require %5 a month instead of $8 a year
per thousand under the bill that is before you here, the Simmons bill.
My bill also provides that instead of the Government doing this, the
Government appoint a commissioner to go and negotiate with one of
the big companies, any one of the companies having a large insurance
in force. limiting the expense of management and eliminating all
overhead charges—that is, salaries, commissions and fees to officers
and soliciting agents. directors and trustees. and all office rent and
advertising rent. The company could do that business far more
economically than the (fovernment could. It has an organization.
Tt requires time: it requires years to build np any of those organiza-
tions. Now. vou have not the organization. Yon have nothing to do
but pay the clerks for doing the business. ' .

I have not a bill prepared with this amendment—that is, as an addi-
tional article—but ift he committee desires it I will have the state-
ment submitted to it in the morning.

The (CHAIRMAN. Yon may prepare it and hand it to the clerk.

The Cuairaax. Judge Julian Mack desires to be .heard, and he
will be the next gentleman to appear before the committee.
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STATEMENT OF JUDGE JULIAN W. MACK, UNITED STATES
CIRCUIT JUDGE, CHICAGO, ILL.

Judge Mack. Mr. Chairman, I do not know just how fully you
want me to go into the bill.

The Cmairman. I wish you would first, before you begin your
argument, tell us what you think of the amendment which was offered
by Dr. Richardson.

Judge Mack. I am opposed to the amendment offered by Dr. Rich-
ardson with regard to reeducation, and for this reason: One of the
very most important obligations of the Government in this crisis will
be to provide, or to see that there are provided, methods of rehabili-
tation and reeducation. Every country engaged in the war is doing
that. Germany, with her usual foresight, did it long before the war
for the victims of industry. The allies had a conference on the sub-
ject last May in Paris. The Surgeon General’s office has been collect-
ing a vast amount of literature. There are men on the ocean to-day
who are going over to study how the thing has been done and is being
done in England and in France, and who have studied how it has
been done in Canada. Just what is the best method of doing this is
a matter upon which I am not prepared to express any opinion now,
and which T believe should be the subject matter of very thorough
constderation and discussion, to which there should be invited repre-
sentatives of labor and capital, because the question of the placing of
these reeducated cripples, receiving Government compensation in
the future industry of the country, 1s a very vital one to the country
at large.

Now. it is just because of these things, because so many people
are at work on the problem, the Red Cross in addition to the Sur-
geon General’s office, that in this bill we put in only two fiscal pro-
visions—and it is a fiscal bill—in regard to reeducation and rehabili-
tation. We assume in the bill that the Government is either going
to provide it or procure it to be provided. Then we provide what
all countries are now doing, that a man shall not lose compensation
that the bill gives him, for instance, for loss of his legs, because
through this reeducation he has bettered his economic condition, and
secondly that he shall have his compensation suspended if he un-
reasonably refuses to undergo a course of reeducation. In other
words, the point is to stimulate him to make the most of life, instead
of being content with the dead level of Government compensation.

The CmamMan. Your idea is just to leave the Surgeon (General
to manage it as he is now doing and not to put anything into this
bill to prevent its being transferred to some other jurisdiction, if it
was thought better?

Judge Macg. Precisely. I say that in view of this fact: For in-
stance, in France they have established what they call the office
national, under the general auspices of the ministers of war, of edu-
cation and of labor. We may assume it is advisable to put the begin-
ning of this in the Surgeon General’s hands, if a man is in the Army.
We may then, if we wish to, put it in the Department of Labor, the
Department of Education. or some new bureau of the department. I
am very sure it ought not to be in this War-Risk Bureau. That is
another reason why I did not think it ought to be in this bill, but the
fiscal provision ought to be in.
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“Mr. Chairman, shall T discuss the bill as an entirety and point out
different features of it?

The Cmamarax. I do not think T would, becanse vou have dis-
cussed that matter at the House hearings. If T were yvou, I would
just talke up the points suggested to vou this morning hy those who
criticized the bill on fresh points. ‘

Judge Mack. With the amendments that the House hiag made !

The Cmairman. Yes.

Judge Mack. Permit me to say as to the amendments that the
House has made the first amendment is in sections 1 and 2. We had
in the original bill what was thought to be an exceedingly moderate
salary for the director of this burean and for the commissioners of
the two divisions of the bureau—the present bureau dealing with
marine insurance.

The Cramryax, Where is that to be found?

Judge Mack. On page 2, line 5. The House cut down the salary
of the director of this bureau from $6.000 to $5,000.

Senator Syoor. There is a reason for that, of course. The Com-
missioner of Indian Affairs gets $3,000 and the Commissioner of the
General Land Office gets $5,000.

Judge Mack. Yes; and that is why we put the commissioners of
these two divisions at $5,000, and the director of the whole thing, as
it is going to be an enormous work and new work and constructive
work, at $6.000.

Senator Saroor. The Commissioner of the Land Office has more
billions of dollars under his charge than any other man in the coun-
try, and he draws less salary.

Judge Mack. Yes: but that is an old established department—I
do not mean to say for a moment that the work he is doing is not
vastly important: of cowrse it is, but nevertheless it ix not of a new,
constructive character, such as this.

Senator Satoor. I know that they are doing a great deal of work—
the Commissioner of Indian Affairs and the Commissioner of the
General Land Office. They spend more hours at it. and they do a
great deal more work than many of these commissioners who get
$10,000, and those men are only getting half the pay. '

Judge Mack. That may be a reason for raising their salaries. As
a matter of fact, the Secretary feels very strongly about it, as I do,
that $5,000 is an utterly inadequate salary, and that even the $6,000
that we suggested originaily was inadequate, even for Government
salaries.

Now, Mr. Chairman, I will only touch on these amendments that
1 think ought to be corrected or that have been omitted and not touch
upon those that I think are entirely proper. '

The Cmatrsiax. There is one thing that I want vou to do a little
later, not now. In the hearings by this general committee of five
insurance men they made suggestions of certain amendments. I
wish you would draw up for the subcommittee just a little statement
in the nature of a brief as to which one of those amendments was
adopted before the bill was introduced in the House or by the House
committee or by the House itself and which of them were rejected

1 why.
an&udgé Mack. Yes, Mr. Chairman.
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The Cuamrman. You may file that with the clerk. I may want to
use 1t in the subcommittee and, as a matter of fact, on the Senate
floor.

Judge Mack. You mean in their original report to the Secretary
of the Treasury that that committee of ten made?

The Cuammax. Yes. It is in the first hearing before the House
committee.

Judge Mack. Yes; I haveit. I know to what you refer.

The Cmarmax. It is Part I. T think they made a number of sug-
gested amendments, and T want to know what became of each one and
which was adopted and which declined, when declined and adopted,
and why.

Judge Mack. I remember that one or two of them were accepted in
the drafting of the bill.

The Crarrman. If they were accepted, mention that fact in order
to show what has been done in accordance with that schedule.

Judge Mack. Very well. " You say I shall not touch on those
amendments in the House bill that are entirely acceptable. Some of
them are mere matters of form.

Senator Smoor. No; we will take care of them.

Judge Macxk. I just want to call your attention to page 9, line 9, to
the definition of the term “ commissioned officers.” Of course, that
includes warrant officers. It provides [reading]:

The term ‘ commissioned officer ™ includes a warrant officer, Army field clerk,
and field clerk, Quartermaster Corps.

That is in the bill as it comes before you. That is an entirely proper
insertion because it gives them the compensation and insurance. They
have a peculiar standing. They are not enlisted men, but they are
officers in the military service under the decisions of the Attorney
General and the Judge Advocate General.

The CaamryMan. It says “ warrant officer.”

Judge Mack. That is a Navy term, but these men are in the Army
proper. I merely say it is a proper amendment and covers the
point; otherwise there would be an hiatus.

Now, there is one amendment that I desire to suggest again, simply
for clarity that was not made by the House inadvertently. It is on
page 13, line 13, in place of the words “to his next of kind.” “His
next of kin” is capable of several meanings and does not include in
many States o wife, and, therefore, to be perfectly clear, I would say,
“such person or persons as would under the laws of the State of his
residence be entitled to his personal property in case of intestacy.” It
1s simply a suggestion of better language than the words “to his
next of kin.”

Senator Samoot. Of course a wife is not next of kin.

Judge Mack. Precisely. 1 desire also to call attention to line 24
on the same page. The House made a change and said, “ No family
allowance shall be made for any period preceding declaration of
war.” The result of that is this, that all of these family allowances
would in all probability have to be paid since April 6, up to the date
of the passage of this amendment. That means a large sum—six
or eight months of back pay that would go to the families of those
nen.
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Now, that may be just and it may not be. The Red Cross wanted
us to put in this bill a provision that they should be reimbursed by
the Government for moneys paid out by them for soldiers’ families
prececding the date of the declaration and we refused to put that in
because we said we would have to put in all charitable organizations.
Now. for the same reason. query, whether the family itself should get
it? Theyv have gotten along somehow or other through the means
of charity. Query. whether the Government should give six or
eight months' back pay. That is required by the provision. It is
not in the original bill but that is a House provision. We did not
have it in that way.

The Cuarraax. If T understand this House amendment correctly,
of course the utmost the man ought to ask for would be from the
day he enlisted in the service.

Judge Mack. That is all he gets. But you see this applies to the
Regular Army.

The Caarman. The date preceding his call to the colors.

Senator Saroor. This covers the Regular Army, and they were all
in the Army. and it seems to me that if this provision stands they
will elaim whatever benefits there are from the day the war was de-
clared, April 6.

The Cuarrmaxn. By the way, this declaration of war ought not to
be in here. We declared a state of war existed. DBut we can amend
that when we come to it in our consideratton.

Judge Mack. That is the only point about it and I thought it my
duty to call your attention to it.

Senator Saroor. It will cost many hundreds of thousands of dol
lars.

Judge Macxk. It may cost a great deal, but I doubt whether there
is much going to the families of enlisted men. .

Then I want to call your attention to the possibility of interpret
ing this in such a way that it would net accomplish its purpose. A
man can not get a family allowance unless he malkes allotments.
These people have not been making an allotment. Query: What is
the meaning of this? Does it mean they are to get an allowance even
if they have not made allotment? Does it mean they must pay back
six month's allotments? I do not know. It is one of the doubts that
hag arisen. ' '

The Crratrarax. The House inserted “any period preceding decla-
ration of war.” It appears in section 204. o '

Judge Mack. In the original bill we had it In this way: “No
family allowance shall he made for any period preceding the enact-
ment of this amendment.” The act takes effect as of the date it 1s
adopted, and that ends it. ‘

The Cuamyax. I think both are wrong, and I will tell you why.
We have sent a lot of these boys to France, and they onght to he able
to take advantage of this—— _

Qenator Satoor. It is not the wording we want, anyway.

The CrrarryayN. Very well, we will pass that. ) '

Judge Macxk. You mean they ought to get back pay for thew
families? ) o

The Cizamrmsx. Those that ave in service in France. . .

Judge Macx. Then you want to leave the H_ouse declaration as 1t
is, because they can not get it hack of their enlistment anyway.
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The CHatryman. T think we can re-form that so that it will be in
better language.

Judge Macx. Very well. The next point—due to carelessness—is
on page 16, line 6. For perfect clarity. the words “ the allotment ™
should be “this additional allotment.” That makes it perfectly clear.
As it came before the House that paragraph was numbered (d). and
it was not intended to be numbered (), because it was intended to
limit only (¢) and not to limit the other provisions; but as the House
amendment of it simply strikes out (). as I suggested. this does not
quite make it clear enough. “This additional” will make it per-
fectly clear.

Senator Symoor. Supposing, to make it compulsory. we make both
(@) and (b) compulsory.

Judge Mack. This provides it may be exempted ; that is, exemption
from this additional allotment—that is, and class (4). as the condi-
tion of allowance may be granted.

Senator SmooT. The bill provides:

On the enlisted man’s application, or otherwise for good cause shown, ex-

emption from the allotment as a condition to the allowance may be granted,
upon such conditions as may be prescribed by regulations.

Now, that follows subsection (¢), which recites:

If he is making the compulsory allotment to a member of class (¢), the minj-
mum monthly allotment so designated to be made to members of class (b) shall
be one-seventh of his pay, but not less than $5 per month.

Then it goes on

Judge Mack. That is additional.

Senator Satcor. But on lines 5. 6. 7. and 8 the provision in those
lines, it seems to me, makes the allotment of both (a) and (b) com-
pulsory.

Judge Mack. No.

Senator Smoor. Why does it not?

Judge Mack. (b) isnot compulsory at all.

Senator Smoor. 1 know it is not compulsory, but does not this make
it compulsory ?

Judge Mack. By saying he may be exempted? Noj; it says he may
be exempted from it as a condition to the allowance. It is compul-
sory as a condition to the allowance.

The CuaIRMAN, Suppose we put in the words * under class (0)”?

Senator Saroor. Then there would not be any question about it.

Judge Macx. “ Exemption from the allotment to class (b) as a
condition to the allowance may be granted,” and so forth. That is all
right.

Now we come to a more 1important matter—section 300.

The House inserted in line 19, page 17, the words “in the line of
duty.” I suggested, and again suggest, not only that those words be
stricken out but that the original language, “in the course of the
service,” be stricken out, and that there be added at the end of the
paragraph the words, “but no compensation shall be payable if the
injury or disease was caused by his own serious and willful miscon-
duct.”

That would not include the same thing.

Senator Smoor. What would you call or class as serious?
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Judge Mack. I do not know. T followed the language when I
say ‘“serious,” of the Massachusetts compensation act, which is gen-
erally considered as one of the best of compensation acts.

Senator Smoor. We never used that word in any pension act
that we have ever passed, and this is virtually a pension act.

Judge Mack. You have used the word

The Cmarraax. * Serious or willful misconduct ?

Judge Mack. I said * serious and willful misconduct.”

The Cmamman. Why the adjective? Why not say “by his own
misconduct ? ”

Judge Mackx. You have had that language before and it has
been interpreted to include negligence, and to-day, under the com-
pensation laws, a man gets compensation even though he has been
negligent and misconduct has been interpreted under the decisions
of the Judge Advocate General as including negligence. I want to
exclude negligence, and therefore I use the word * willful.”

The CuamrasN. Why not say “ willful.” The question is, what is
serious? “ Serious” is not a law term and “willful ” is.

Senator Saoor. I suggest that we take it out.

Judge Macr. The point about the line of duty is this: Congress
once defined ™ line of duty,” in 1866, as applying to the law of 1865.
The Court of Claims has rendered a decision defining “ line of duty.”
The Pension Office, the Judge Advocate General's office, and the
Attorney General’s office differ among themselves in the definition as
to the scope of “line of duty,” as applied to different acts, and they
differ among themselves as to its application to some of the same
statutes.

Senator Siaroor. But there is no difference in the construction of
“lne of duty,” as applied to any pension act that we have ever

assed.

P Judge Macg. There could not be because the Pension Office de-
cision 1s supreme.

Senator Saroor. This is virtually a pension provision, and it seems
to me it could be construed to apply exactly the same as the law
applied to pensions.

Judge Mack. I differ with you, and for this reason: In the first
place, it is compensation based on the analogy of the compensation
act, and therefore the pension system would not be looked to in all
probability for an analogy.

Senator Samoor. Maybe not if we leave compensation there, but if
T had my way I would put it in, not muddle it up, and say “ pension
for death or disability.”

Judge Mack. Now, secondly, I disagree totally as to the definition
that has been given to “line of duty” by the Pension Oflice in its
latest interpretation. I should not want to see that enacted into law
again. Only this year the Judge Advocate General’s office and the
Pension Office have disagreed as to “line of duty” in the same case,
and the way the Judge Advocate General’s office came to have an
opinion on the subject is that Senator Newlands requested an inter-
pretation by the Judge Advocate General’s office. Of course, as they
answered him, their interpretation does not count, as the Pension
Office is supreme.

13883—17——5
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In the gratuity act of 1908 it was provided that one killed in the
line of duty should get a gratuity. In 1909 that was amended, and
the words “in the line of duty ” were stricken out, and in accordance
with the suggestion here similar language was used, except they used
the word merely “ misconduct ”—“ no compensation shall be given in
case of misconduct,” but they struck out “in the line of duty.”
There was a case raised on that point in the Court of Claims, arising
between the original act and the amendment, so the Court of Claims
had to construe “line of duty.” They construed “line of duty” in
the way the Attorney General and Judge Advocate General have
construed it, as including the time that a man was off on leave of
absence, and that was not merely leave of absence. It is true it is
dictum, but they went a great deal further in that dictum, and the
Judge Advocate General’s office believes that that dictum is abso-
lutely sound.

The point I make is that you have this complicated. Why use
language which Congress took out of the gratuity act in 1908.

Now, let us see what we want to cover and then make it clear.
I should say we wanted to cover the man’s active service—a man who
was subject to a 24-hour call, always employed, who was subject to
termination of leave at any moment, and both when he is away on
leave as well as out in the field, unless through his own willful mis-
conduct he brought the thing on himself.

The CuairmaN. When he overstays his leave he is not on duty.
Then, of course, he is guilty of misconduct.

Judge Macx. I would strike out lines 18 and 19. I say strike out,
because *“in the course of service” puts another new phrase into the
law, which has not been interpreted. and there is no telling how it will
be interpreted.

Referring to section 301. the House amendment is very serious. It
1s serious in two aspects.

The Crarmrarax. What is the House amendment ?

Judge Macxk. Line 2, page 18, they have inserted the words there
“marriage contracted before.” The question is this: Shall a widow
get a pension only if she was married to the man at the time he went
into the service or was injured, or shall a widow get a pension, no mat-
ter when she married the man? There is the fraud possibility that is
always thrown up—the 85-year-old soldier marrying a designing
woman of 25 who wants only to get his pension. What are the facts
that confront us at this stage of the game? Our boys are going out
at ages from 21 up to 31, and will come back at ages from 21 to 35, say.
Suppose they come back eripples; they come back men ; they come back
wanting marriage. Isthere anybody in this country who more deserve
the loving care of a wife and children than those men? Théy are
eugenically fit, unless they have made themselves unfit. But, despite
the fact they are cripples, they are fit for marriage, and the marriage
of those men ought to be encouraged. Entirely apart from the ques-
tion of individual rights comes the question of the stock of this coun-
try. Do we want the stock of these soldiers to die out just, because
those soldiers are cripples? If anything, we ought to encourage the
marriage of those men; but apart from that argument we certainly
owe a duty to those men not to put obstacles in the way of their get-
ting married. Now, they come back cripples; they come back getting
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this minimum pension that will give them a bare existence; they can
marry and their disability pension keeps on-—it increases as their
families increase ; but when they die the woman who has had to sacri-
fice herself for them in their lifetime is cut ofl.

The Crarman. The House inserted just what language there?

Judge Macx. In the original bill we had no limitation.  The House
has put in “ from a marriage contracted before or within 10 vears
after the injury.” The result of that is 2 woman must marry a man
within 10 years after the injury to get the compensation after his
death. I think it is proper enough to put in some limitation, and the
question is whether 10 vears is long enough in view of the youth of our
boys when they go out. whether we should put in 15 vears: but whether
you make it 10 years or 15 vears you ought not to put in this language.
because, unintentionally I think on the part of nearly everybody
in the House. this cuts off children. If a man marries a woman after
10 or 15 years, you may say it is right she should not get her pension
after he dies: but surely it makes no difference whether they are her
children or the children he now has, they are his children, and ought
to get the pension irrespective; therefore I submit the way to cover
that is this: This is my suggestion, to strike out the words * from a
marriage contracted before or within 10 years after the injury ”; then
if you want to 1imit the widow to one who marries the man within 10
years or 15 years, or any other period, you would do it by inserting at
the end of this

The Cmarmax. You do not want to strike out the “if”?

Judge Mack. No: we do not want to strike out the-word “if.” You
want to strike out the other words. You would insert at the end of
section 301—that is, at line 2, page 20. you would add the word
“widow ” as used in this section—*shall include only one who shall
have married deceased within vears after the time of the
injury.”

The Cuarmryan. I think they are hardly apt to marry a man after
50 years without mercenary motives, and I think therefore if you
gave them 20 years, which would bring them up to 51 years of age,
the oldest of them, it would be a very good period, and fair.

Judge Mack. You have got to take into consideration the oflicers,
Senator, lots of whom are 50 now, and you would give them the 20
years.

The CrairMAN. Yes. o

Judge Mack. As far as T am concerned, I should like it out alto-
gether. but if you want to put in some limitation, all right, but under
Do circumstances cut out children. T suppose you ought to define the
word “ widow,” and T suggest this addition:

«The word ¢ widow,” as used in this section, shall include only one
who shall have married the deceased within — years after the
time of the injury,” inserting whatever number of years you think
is wise there, making that 10, 15. or 20 years.

The Crmsnran. After the time of peace?

Senator SarooT. Noj after the time of injury.

Judge Mack. Somebody objected on the floor of the House that
it was not perfectly clear. I.do not know; to me 1t sounds clear;
it may be better, however, to say either before the injury or within
15 years after. What do you think?
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Senator SmooT. You would not want it 15 years before.

Judge Macr. No; “before the injury or within 15 years after the
injury.”

Senator Samoor. That is the same thing.

Judge Macxk. I agree with you, but some people say this is not
perfectly clear. I thought it was absolutely clear.

Senator Smoor. Yes.

Judge Mack. Representative Parker made the amendment in the
House, and he first said, “ within 10 years,” then he changed it and
said, “ before or within 10 years.”

Senator Smoor, All right.

Judge Macg. I do not care which way that is phrased.

Now, the next amendment is in that same section. The House
changed the entire scheme of death benefits. The scheme that the
bill outlined, page 18, was a percentage of the man’s pay. In other
words, there was a difference between privates and noncommissioned
officers on the one hand and commissioned officers on the other hand.
The widows of the privates and noncommissioned oflicers were given
a certain minimum and maximum amount; a certain minimum and
maximum amount because the percentage would not equal the fixed
amounts in the bill, but the officers were given amounts, were given
percentages of pay which, in many instances, would exceed these
amounts that were fixed for the privates. We also had a provision
that the maximum compensation would be $200 a month. Now, the
House struck that out on the argument that it was entirely undemo-
cratic to make any distinction between the widows of officers and
the widows of the men; that all should be treated alike under a
democratic government. One Representative went so far as to say
if he had his way he would give all of the officers and privates in
the new Army, not the Regular Army, he did not go that far, the
same pay, and he would certainly treat their widows and themselves
exactly alike in cases of death or disability. That argument pre-
vailed and prevailed overwhelmingly in the House. All the speeches,
practically, were one way—one or two the other way—and the vote
was very small in support of the scheme

The Cuarman. Leaving out the question of difference in compen-
sation between officers and privates, because, of course, the officer does
a very much more responsible work, and therefore ought to be more
highly paid; but I confess I do not, myself, see after they are both
dead, why the widow of one should be treated any better than the
widow of the other. Widows have no rank and have no responsi-
bilities and have no duties.

Senator Smoor. They are treated differently, however, in the pres-
ent pension law.

Judge Macgk. They have always been treated differently, and in
all compensation acts, where compensation is based on pay and the
widows are given compensation based on the pay their husbands re-
ceived. I suppose the basis of that is that a man raises his family in
the line or on a plane to meet his income, and if he is cut off—if he
is an officer in the Army presumably he has not an opportunity to
leave much of anything to his family. I presume the reason for the
difference is that it is supposed that the officer’s widow, having been
used to a different plane, is in justiee entitled to it.
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Senator Saoor. Judge Mack. if there is a fight made on us on the
floor of the Senate along the suggestions made by you, they will
beat us the same as in the House. You know there are more soldiers’
widows than there are officers’ widows, and more vote the one way
than the other, so they will beat us on the floor of the Senate.

The Cuaarraan. Now, without disregarding the fact that all pre-
cedents are the other way, I confess, as far as T am concerned, while
an officer ought to be paid more than a private, because he does differ-
ent work and a higher order of work. with a different training and a
different equipment, a different preparation and a higher degree of
skill and deserves higher pay,just as a man in civil life receives higher
pay for more responsible work, yet I do not see the duty of the
Republic to do any more for the widow or the children of one than
for the widow or children of the other, especially as the Republic is
only attempting to keep them from want and to compensate them so
that they may live according to the average American standard of
living.

Judge Mack. They can not live on that standard in most places.

Senator Syoot. They can not live at the Portland Hotel, of course.

Judge Mack. That leads to just another argument. It is not, to
my mind. vital to the bill, but you are going to get a deluge of special
legislation for officers. If Gen. Pershing had not lost his wife, and
he should get killed in this war, and his wife survived, you would
surely have special pension legislation for her if the House bill
prevails.

The Cmsmmax. If he is a celebrated officer and has done very
particular service, he would, and if he was not he would not.

Senator Smoor (to the chairman). Why take care of his widow
after his death any more than of the widow of the common soldier,
from your argument ? o

The Cmarmraax. Congress has made this distinction. They took
care of Grant’s widow and Sheridan’s widow and Sherman’s widow.

Senator Syoor. And every other officer’s widow.

The CrarrMAN. No; they have not. They have refused to take
care of a whole lot of them.

Senator Saroor. I do not know who they are. . o

The Crarrman. There are some men who become national insti-
tutions. ] ] _

Judge Mack. I may say in this connection that one of the men
who was the most helpful in the drafting of this bill, particularly in
the technical draftsmanship; and upon whose judgment we relied
greatly on this compensation measure. is a son of Gen. Sherman, and
his judgment was largely the guide in the framing of these cqom-

sation provisions. .
pelslegltltagorpSMOOT. So far as I am concerned. I think the Govern-
ment owes it to the widows of some of these generals of the Civil
War, on whom so much depended, and who were successiul in carry-
ine on the war, I think the Government owes them a compensation
of at least $100 a month. and that is the view which Congress has
’ and acted upon. )
talflglllle CHAIRMAN .pThis is taken on the percentage of their pay?

Judge Macx. That is all cut out by the House.

The CrarMaN. What did they cut?

L4
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Judge Mack. They cut out all the percentage on pay.

The Crarrman. Then I have not got the House bill.

Judge Mack. Those words should be stricken out.

The Crmamman. The word “ percentage” up there ought to be
changed into “ amounts” ¢

Judge Mack. They struck that out on page 20, line 7, but they
apparently forgot to strike it out here.

Senator Smoor. Yes; it 1s evident on its face.

The Cuarrman. The way the House intended that was “ amount ” ¢

Judge Mack. The “ following amounts,” yes, instead of “ percent-
ages of pay.”

The Cuammman. Where was it the House struck that out?

Judge Mackr. At page 20, line 7. That was the disability provi-
sion. You see, they made the change there and forgot to make it
here. My suggestion was to leave in the percentage and put the
maximum at $100 instead of $200—if our maximum is too high, cut
it down—but they disregarded that.

The CmarMaN. Where did you have your maximum—on what
line on page 18?

Judge Mack. In the original bill it followed “ (,” it came directly
after “@3,” the words “the maximum monthly compensation for
deaths shall be $200”; but now you see that was based on our hav-
ing percentages before these amounts. Now, if you leave out the per-
centages, then you do not have any maxima.

The Cuairman. No; of course not; but if we restore the percent-
ages then we do want a maximum, but we want to restore it to $100,
not $200 ¢

Judge Mack. Yes; I should agree to that in case of death, and
$125 in case of disability.

Senator Smoor. Before you proceed further, turn back to page 14
of the bill. TUnder clause A, subdivision (d), it provides there
“that if there be no wife, but one child, $5”; and subdivision (e),
“if there be no wife, but two children, $12.50.”

Judge Macg. The point about that is this: The man himself must
allot at least $15; so, if there is one child. the total that child would
get would be $20; if there were two children, they would get $27,50,
and so on down the scale the per capita decreases somewhat as the
family increases. That is the first question everybody has asked.

ngle CmarmaN. Yes; put together, they get more. Now, what
else?

Judge Macg. There is a little incongruity in figures on page 18.
Let me say that the House raised the figures we had by about $5. We
had $30, but they have raised $30 to $35 and $40 to $45, but that is
all'right. The query is whether the item $52.50 ought not to be $55,
because it is a little incongruous with some of the other provisions,
but it is not worth fighting about. I simply call your attention to it.

Let me call your attention to another amendment the House com-
mittee made and the House adopted. I made no argument about it
after the committee had made it. Page 19, line 9:

The payment of compensation to a widow or widowed mother shall continue
until her death or remarriage.

In the other bill we had it “ continue until two years after remar-
riage.” The point of it was if you cut the woman off from this pen-

L]
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sion after her remarriage, there is a strong temptation not to remarry
but still the man is around. That was the argument. ’

The CuarMaN. If you cut her off two years after remarriage, the
same temptation would remain. -

Judge Macr. No; she sees her way clear for two years, and she
marries. I simply call your attention to it.

Senator Smoor. If that is the kind of a fellow she is going to

marry, we had better not have her marry in the first place. She had
better never get married.
. Now, on page 20, subdivision F, line 15, speaking of the soldier,
if he has a widowed mother substantially dependent on him for sup-
port, “then, in addition to the above, $10.”" What does that mean,
in addition to all of the above?

Judge Mack. Yes, sir.

Senator Smoor. Eazh one of the subdivisions?

Judge Mack. Oh, yes; certainly.

Senator Smoor. That is, if a soldier has neither wife nor child
living he gets $40°?

Judge Mack. And if he has got a mother he gets $50.

Ser}lator SmooT. And if he was a widowed mother he gets $10
more?

Judge Mack. Yes.

Senator Smoor. So it is if he has a wife and no child living?

Judge Mack. He gets $55.

Senator Smoor. Then he gets $10 more?

Judge Macr. Yes; he gets $10 more on account of his widowed
mother.

Senator Syoor. That ought to be made clear.

The CmamMaN. The question which occurs to me, if he has a
widowed mother, substantially dependent on him for support, “ then,
in addition to the above amounts, $10 ¢

Judge Mack. All right.

Senator S»aoot. You see, the above may have been just as to (e).

Judge Mack. Yes; I see the ambiguity. You know one does not
see the ambiguities in his own language until they are pointed out to
him. He knows what he had in his head.

Let me make a comment on this thing generally. We have not
provided for compensation for other dependents than the wife. chil-
dren, and widowed mother, and the wife and children get it. of
course, irrespective of needs; the widowed mother gets it only in
case she is substantially dependent on him for support. The reason
we did not provide for the others is this, that the more inquiry into
actual dependents that you have to make, the larger your administra-
tive machinery grows and the greater the opportunity for fraud.

The Cuarraian. That is very true, Judge. '

Judge Macxk. The insurance provision is intended to supply this
as well as a good many other things. A man, by insurance, can take
care of his other dependents if he has got them. That is why we made
no provision for it. ) .

The CaammaN. That is true; but there are two phases. This ought
to go two steps further, or to go to a dependent father, who is apt to
be an old man and helpless, or a dependent sister, which is the most
pathetic case of all. So I would want to put in another clause there—
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“if a deljenaent father, so and so, and a dependent sister, so and
so ”—and I would stop at that.

Judge Macx. I will draft an amendment along those lines and leave
out the words “widowed mother,” because it would be a mother,
whether widowed or not. You mean you would provide for the poor
mother whether she was widowed or not?

The CirairMaN. Yes.

Judge Mack. It would be a mother, father, or sister?

The CramrMaxN. Yes.

Judge Mack. Personally I have no objection to the scope of the
thing—to extending the scope.

The Crarmax. I am with yvou in not allowing it to be extended
too far.

Judge Macxk. It will be extended.

The Cmarmax. But the ihore we extend it justly the less they are
apt to extend it unjustly, and there are plenty of cases of dependent
sisters—more pathetic cases, if anything—because they are too old to
learn new ways of supporting themselves, and the father not taken
care of in old age is a pitiable spectacle.

Judge Macr. You would make each of those a question of de-
pendency upon the man?

The Cratrmaxn. Absolutely; yes.

Judge Mack. And you would extend it to father, mother, and
sister. How about after his death? We have given it only to a
widowed mother. ‘

The Cuarrmax. Well, T would give it to the father and sister, if
dependent upon the deceased.

Judge Mack. That is page 18, line 15, D.

The Crramryan. If dependent upon the deceased.

Judge Mack. Yes; substantially dependent.

The Crmamrarax. I do not know about that word “ substantially.”

Judge Mack. I think that is essential.

The Cmarrmax. All right, let it go. I would rather see it abso-
lutely dependent, though, but still

Judge Macx. They may not be absolutely dependent on him ; they
may have some little of their own and vet be dependent.

The Cuamraax. All right.

Judge Mack. Now, the House made this important amendment,
at the bottom of page 20. They provided that for the loss of both
feet or both hands or hoth eves. or for becoming totally blind for
caniges occurring in the service of the United States, the rate of
compensation shall be $100 a month, but that includes the $20 for
nurses or attendants. Now. the argument about it is this: The
pension law gives $100 a month for these causes, irrespective of
whether a man is a bachelor or has a family. The provisions of
this compensation act, like those of England, France, and Germany
to-day were based on the size of the family, and therefore a single
man was given only $10, even though he had both arms off. In
other words, we reduced the present pension law so far as applies
to these people in some respects, and decidedly inereased it in others.
We took verv much better care of the widow and children than the
present law did, but we did not make anything like as good provision
for the single man.




WAR-RISK INSURANCE, 73

Senator Smoor. In the present pension laws we have not taken
care of the Spanish War veterans’ widows at all vet.

Judge Mack. No; I know you have not. You have not taken care
of any increase. You have taken care of them for the nominal
amount—the $12 amount.

Senator Saroor. T mean they do not get $20 a month.

The Cramraax. How would it do for us to amend this act, to Sy
if a man had no wife or children nor any dependent relatives, $30;
and if he has a wife or children or dependent relatives. $1007

Mr. Kerr. In regard to the blind man, you give him $20 in addi-
tion. It must be understood that that man is the same as being mar-
ried; he has got to have some one look after him all the time: he can
do nothing: he is helpless. Now, the man whom he hires you have got
to be substituting, so out of that $40 or $50 a month it seems hardly
possible that he could do it. That is the purpose of the pension law
they malke it $100 a month for total blindness, or say, with a man who
has lost both hands or feet. They realize he has got to be taken care
of. His condition is on a parity, in some respects, with the man
whom the blind man hires to look after him. A man who is abso-
lutely helpless has got to be helped.

The Crarrmax. It destroys the theory of compensation but accom-
plishes substantial justice.

Judge Mack. I have absolutely no objection to it; my only point
is, Does it go far enough? In other words, there is no logic, to my
mind, in making a distinction between a man who has lost both hands
and a man who is bedridden, except that the former is dismembered.
Take the man who is bedridden but has not lost a member; I should
say he was in a worse condition, yet they do not give him the $100.

Senator Sxoor. We do not under the present law.

Judge Mack. No.

The next is page 25. section 34. That created a good deal of fight.
The lines 22 and 24. We had 1 year and they have changed it to 10
years. The point about it is this

Senator Sxyoor. You have these words here, “in the course of
service,” “ in the line of duty.”

Judge Mick. Noj that is not what was meant; “ during the serv-
ice” was what was meant. Now, they did not amend section 308.
The argument was made on the floor of the House that the present
pension law gives no time limitation at all. If a man has been in-
jured during his service in the line of duty, they said he ought to be
able to come for his pension at any time. Well, in section 308 we
have provided this, that the man must be injured, of course. during
his service. but the disability may arise either during his service or
after the discharge. If it arises after discharge, he must have ob-
tained a certificate from a director within a year after discharge that
he has an injury that is likely, in the future, to cause his death or his
disability. Now, if he gets that certificate, it does not make'a par-
ticle of difference when he dies or when he becomes disabled. his com-
pensation begins on death or on disability without time limit, pro-
vided only he has got the certificate.

Senator Syoor. Ninety per cent of them wonld not undertake that

within a year’s time.
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Judge Macg. Oh, yes; they know they have got a bullet, for in-
stance, or something of that kind. The Army itself will provide for
their examination on mustering out to determine these things.

Senator Smoor. We find now, in regard to the Spanish War Veter-
ans, for instance, they go 10 years and they do not know of anything
that is the matter with them particularly; they have no particular
pain, yet we get certificates by the hundreds that it was caused by
service originally.

Judge Mack. That is what we want to prevent; that is, the frauds;
pensioning the man who has not become disabled during service.

Senator S»oor. One year is too short a time:

The Cuamrman. And 10 years is too long.

Senator Smoor. Perhaps so, but one is too short.

Judge Mack. Pardon me, but this 10 is an entirely different thing.
Section 308 provides that he must get a certificate within a year after
his discharge from the service that he had got an injury—not that
he is disabled, but that he has got an injury—that is liable in the
future to cause disability or death. It does not make any difference
when that disability or death arises; it may arise 8, 10, or 20 years
after discharge. Uunder section 311 the time to file the claim may be
extended to two years after such disability or death under the origi-
nal bill. The House amended that by providing that he may file his
claim within 10 years after the death or disability occurred; not after
the injury, but after the death or disability arose.

The Crammax. If he has gotten his certificate within one year, I
do élOt see why he should not have 10 years after that within which
o file.

Judge Mack. He may have 50 years after that, Senator.

The Crarrman. I do not believe I would give him 50 years.

Judge Mack. Here is the point. His death may not occur until 10
years after. Suppose his death does occur 10 years after, when
ought his widow to file her claim? We said within a year, or make
it two or three years, after death. The House says she can file her
claim within 10 years after his death. Or, suppose 10 years after the
injury he becomes disabled ; he has got a wound; he has got a bullet
in his body -

The CratRMAN. Let us read this. It is as follows:

That no compensation shall be payable unless a claim therefor be filed, in case
of dizability, within 10 years after discharge or resignation from the service;
or, in case of death in the course of service, within 10 years after such death
is officially recorded.

Now, that is the provision.

Judge Mack. Yes. Now, then, taking that in connection with
section 308. .

The Cmairman. Section 308 relates to the certificate, that no com-
pensation shall be paid on death or disability which does not occur
prior to or within one year after discharge or resignation from the
service, except that where after medical examination is made pur-
suant to regulations at the time of discharge or resignation from the
service, or within a certain reasonable time thereafter, not exceeding
0{)1;} _yezg, as may be allowed by regulations, a certificate has been
obtained.
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Let me tell you of a case which occurred not long ago. There was
an old Contfederate soldier who was up here and marched in the
reunion. He had been shot, wounded. It did not give him much
trouble. He went home, and a sort of supuration and blood poisoning
set up in that old wound two or three weeks after he got home, and
this was 40 years after the war. He will undoubtedly die of the
injury he received during the war. He is not dead yet, but they say
he is going to die. So there are some few cases of that sort.

Judge Mack. He could get it provided he had a certificate issued
within a year after his discharge that he had a wound which was
likely to cause disability or death at some time in the future.

The Cmamrman. Do you think that man, with his pride, would
have gone and asked for the certificate? I doubt it.

J_udge Mack. The Army regulations will provide for that exami-
nation on mustering out.

Senator Smootr. They do that.

The Caamrmaxn. I am sure he never would have asked for it.

Senator Saroor. Men have been discharged from the Army sound,
from the Spanish-American War, who have died of diabetes and all
sorts of trouble, within a few months after.

Judge Macrk. Yes; but you would not say that was caused by the
war.

Senator Smoor. Yes; I think more than likely it was.

Let me call your attention to this language in sections 308 and 311,
and see whether it would not allow compensation to a dishonorably
discharged soldier.

Judge Mack. There is some specific provision for that.

Senator Smoor. Where is it?

Judge Mack. In section 310 [reading]:

A dismissal for dishonorable or bad-conduct discharge from the service shall
bar and terminate all right to any compensation under the provisions of this
article.

Senator Satoor. I was going to say, “ after an honorable discharge
or resignation from the service.”

Judge Mack. That covers it, does it not? At least I submitted it
to the Army people.

Senator Smoor. I think perhaps it would.

The Cmamrnyax. This period, whatever we fix it, ought to be the
same in both of these places. _

Senator Syoor. Noj this is one thing, and this is another. That is
an entirely different thing. The one year is all right there, but I
do not care whether it is 10 years or not. If he does not want to
apply in 10 years-— _ ) ) .

Judge Macx. I will call your attention, in all fairness, to this
section 312. It was not amended at all, and if they do apply, they
can not get more than two years’ back pay. Ten also appears at
page 26, line 3. Ten is there used, too.

The Cuarrman. What next?

Judge Mack. That brings us now to insurance.

Mr. Kerr. Senator, before you go any further, may I ask Judge
Mack a few questions about this?

The CuarMAN. Yes.
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Mr. Kerr. If T understand' exactly, this article 8 is to annul, for
the time being, or to annul absolutely with regard to the soldiers dur-
ing this war with Germany the pension law, 1s it ? ‘

Judge Mack. Yes, sir.

Mr. Kerr. In regard to the soldier who incurs disability in service
or the widow of the man who dies in the service?

Judge Mack. Yes, sir.

Mr. Krrr. Have you accomplished that in the language you have
used in that?

Judge Macx. If not, let us know it.

Mr. Kerr. There is no punctuation in it at all. I have studied
this ‘

Judge Mack. You mean section 314, page 26, line 21°¢

Mr. Kerr. I only speak because I thought you wanted that and
wanted to get it right. There is no punctuation, and it now reads:

Existing pension laws and laws providing for gratuities or payment in the
event of death in the service shall not be applicable after the enactment of this
amendment to persons now in or hereafter entering the military or naval service,
except in so far as rights under any such law shall have heretofore accrued.

Now, what is there in that which would exclude a man who lost
his arm in the service from coming back here and obtaining the
pension ?

Senator Smoor. Under our pension laws, if he belonged to the
Regular Army.

Mr. Kerr. No; if he belonged to that army at all, if he were shot
or lost his arm, what is there in that provision which precludes
him

Judge Mack. Because it says “ the existing pension laws shall not
be applicable hereafter.”

Mr, Kerr. But in the event of death, not disability.

Judge Macg. Noj; “laws providing for gratuities.”

Mr. Kerr. But you have got no punctuation in that.

Judge Mack. All right; if that is not perfectly clear, let us make
it clear.

The Crmamrman. We can make it perfectly clear by revising the
language, putting it this way:

The laws providing for gratuities of payment in the event of death in the
service and existing pension laws shall not be applicable.

Mr. Kerr. My suggestion was going to be to put a comma after,
first, “ laws.” Let us go a little further, though, in regard to that:

Shall not he applicable after death to persons now in or hereafter entering
the military and naval service, excepting so far—

And so forth. You are making that personal to the soldier. What
is there in that to prevent a widow getting the pension, or, as the law
stands, preventing a dependent father from getting the pension, or
a dependent brother or sister under 16 years o% age?

The CrATRMAN. Let it read this way:

The laws providing for gratuities of payment in the event of death in the
service:

Mr. Kerr. I had in mind a simple solution of the whole thing.

The CralrMAN. Your comma does not solve it.
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Mr. Kerr (reading) :

EXlgtlng pension laws [comma] and laws providing for gratuities or pay-
ment in the event of death [comma] shall not be applicable after the enactment
of this amendment to persons in, * * <« nor to their widows, children, or
other dependents,

The Crarrarax. If you put in here * or other pension laws,” that
will cover it all.

Senator Smoor. I think that other is the best.

. ig:Ttudge M.aicr. No, Senator,'I think Mr. Kerr’s suggestion is the
etter.

Senator Smoor. I do, too.

The Crairaan. All right.

1S_enator Saroot. I think his is all right. I think that is perfectly

ain.

Mr. Kerr. What is it we want? First:

Existing pension laws [comma] and laws providing for gratuities or payment
in the event of death in the service [comma] shall not he applicable after the
enactment of this amendment—

And so forth.

The Caarryrax. T do not see that that comma has all that potency.

Mzr. Kerr. I do.

The Cramyax. I am sure that if you reverse it and then put in
the language you want afterwards—where do you put that, “ widows
and children ”?

Mr. Kerr. Right following after the very last words, “nor their
widows, children, or other dependents.” .

The Crairyan. Following the word “ accrued 7%

Mr. Kerr. Yes, sir.

Judge Mack. If you follow after the word “service,” do not put
“nor” but put “or,” “or to their widows, children, or other de-
pendents.” I thank you for the suggestion.

Mr. Kegrr. I studied over it, Judge.

The CmamMAN. Are there any other suggestions from anybody
upon this part of the bill before we go to another?

Judge Mack. Now, the insurance. The House has put in a couple
of amendments.

The Cramrman. What page and line? _ _

Judge Mack. They are all right; they are simply for clarity’s sake.
They are at the bottom of page 28, and some comment was made to-
day about the one at the end of section 402, so there is no comment
to be made upon them. They are all right.

Now, on page 29 of line 25, after the word “insurance ” the House
struck out—we had in originally a clause which the House struck
out. I had suggested to the gentlemen in charge that perhaps the
verbal criticism on that was substantial and that it could be avoided
by inserting these words after the word “ insurance "’:

“QOr from time to time by regulations,” and they intended to offer
that, but I think it was inadvertently omitted.

The point about the verbal accuracy of what was struck out and
which read, “ rights and privileges not provided for may be granted
from time to time as may be prescribed by regulations,” was that this
would enable the bureau to do anything. The words “rights and
privileges not provided for may be granted from time to time as
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may be prescribed by regulations,” it was suggested, would let them
pul in anything, and the intention was that it was rights similar
to those that were mentioned in the preceding sentence. Therefore,
to avoid that they objected; and I suggested inserting after the
word “insurance” on line 25 the words “or from time to time by
regulations.” In the absence of this amendment, gentlemen, the
situation would be very serious, because the first sentence in section
402 requires an immediate publication of the full and exact terms
and conditions of the contract of insurance. Now, if all of these
provisions in regard to paid-up policy—the kind of thing that is
convertible into values, and all that must be published in the con-
tract of insurance—you would make it an impossible task, and there
was no intention that should be done.

The Cmarrman. In that connection somebody said this morning
that the man at the time he took out the insurance would have to
take his option of the sort of thing he was going to convert it into.
There is nothing in that?

Judge Mack. No; no such intention.

The CramryaN. What was meant was the various options he might
resort to if he chose should be in the contract?

Judge Mack. Or should be granted afterwards by regulations,
just as the insurance companies give new privileges.

The CrairmaN. He drew the conclusion from the fact that they
said, “published in the contract,” that that meant the man must
publish his option. What was intended by that “published in the
contract ” business was the various options he might put in there
that later might be extended by legislation ?

Judge Mack. Yes; but it would require the words I have sug-
gested to cover that.

Now, in line with the suggestion that was made that our rates
may be too high, that we may make a profit on the healthy man at
these rates, and that the possibility of dividends should be given,
there should be inserted in line 21, page 29, after the word “ values,”
the word “dividend.”

Mr. Kerr. Would it not be better to insert the words, * returns
of gains and savings”% That is a more accurate description.

Senator Smoor. Bverybody understands what dividends are.

Mr. Kerr. But it is very much objected to.

Judge Macr. Suppose we say “dividends from the returns and
savings ¢

Senator Smoot. They can not come from anywhere else.

Judge Mack. What is the English term ?

Mr. Kerr. Bonus. There is a confusion between a stock dividend
and a life insurance dividend.

Senator Smoor. There is not any question among insurance men
what a dividend is.

The CuarrMaN. Why not put it “dividends from returns and
savings "¢

Mr. Kerr. “From gains and savings.” Mr, Blackburn, what do
you say to that?

Mr. Bracksurx. I think the word * participation” there would
cover all you are trying to get at.
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Senator Smoor. Instead of “dividends” put “ participations ™%

No; let us have “dividends.” *Dividends” covers the whole thing.
. The Cmatrdran. Is there not snch a thing as a dividend from a par-

ticipation? Well, it has got to be a gain or saving.

Judge Mack. Yes: it is necessarily from gains or savings.

Senator Saroor. It can not come from anything else.

Judge Macr. At page 30, line 11, for perfect clarity, after the
words “reserve value,” there should be inserted “if any.” This
sentence is a sentence I drew at the last moment to meet an objection.
It makes it perfectly clear to insert “if any ” after the word “ value.”
For the very last word “ policy,” I should say ¢ contract of insurance,”
because we may not give any policies at all. The law speaks of con-
tracts of insurance all the way through.

The Cmarryan. Policy or contract of insurance ?

Judge Mack. Contract of insurance is sufficient.

The Crarryan. Yes; I suppose so.

Judge Mack. It was a slip in the hurry of framing that sentence.

Prof. Grover. You still think he is only entitled to his paid-up
value instead of his reserve policy?

Judge Mack. Most decidedly. I am ready now to discuss these
various insurance points or objections.

Prof. Grover. Would that be permitted under the laws?

Judge Macr. The Congress makes the law. Congress can make
any law it pleases, as long as it is not against the Constitution.

The Crarryax. It has control over its own contracts. ;

Prof. Grover. In spite of the fact he had paid the premiums?

Judge Macgr. There is no question as a matter of law, Prof. Glover.

Right here I wish to insert as a part of my remarks a letter in the
form of a brief which I have prepared, and ask that the same be
printed in the record.

(The letter referred to above is here printed in full, as follows:)

Wasmineron, Id. C., Seplember 18, 1917.

Desr SENATOR WILLIAMS : In compliance with your request I submit herewith
a statement of the several criticisms made by the insurance commnittee of the
original draft of the bill as submitted to them for suggestions, together with
a statement of the changes made in the bhill pursuant fo their suggestions,
changes made before their suggestions were received and anticipating them, and
reasons for not accepting other changes suggested by them:

1. “The bill is confused by treating the divorced dependents in connection
~ith other dependents.”

We could see no confusion. -

2. “All benefits accruing to a divorced woman shall immediately cease upon
her remarriage.”

This suggestion was specifically adopted by the House committee and by the
House. We did not and do not regard it as at all essential, because in the
first draft the right of a divorced woman was limited to the amount fixed by
the divorce decree. If a court ordered alimony to continue after her remarriage.
there would seem to be no reason why this order should not be obeyed; in fact,
however, such orders are very rarely made. )

3. Section 203. The committee objected to the compulsory deposit.

The deposit, however, is not compulsory, but may be made so by the Secr.etal_'y
of War and the Secretary of the Navy, respectively; if they deem this wise in
the interest of the morale of the Army or Navy, they will, and should, make the

» regulation.
pr?f)e;urc%udeposits are made the prospects of qsing them to pay insu}-uuce
premiums would naturally be increased. ‘\_s.the.msumnce commlﬁtee objected
entirely to the insurance article, their position in regard to section 203 may,
consciously or unconsciously, have been due in part to this fact.
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4. ' Disability and Jdeath compensations should automatically cease in case,
hereafter, Government assistance should be given by future legislation.”

We declined to adopt this suggestion, inasmuch as it is a matter which such
future legislation will doubtless care for,

5. “ The Government should pay $1,000 in case death ensues during service
or within five years after discharge, in lieu of Article IV.”

This suggestion was declined because it does not meet the objects of Article IV.
It is no real insurance at all, but simply an added gratuity; while it is not
limited to death in the service, it does not cover death occurring after five vears.
It in no sense indemnifies against the man’s insurability, which the Government,
by reason of the war, has destroyed.

While the ecommittee did not limit the amount to $1,000, but were agreeable
to $2,000 or $2,500, the same objections apply to the larger amounts.

The uniformity which should be given to all individuals in a democratic
government is uniformity of opportunity, and, whenever possible, uniformity
in an opportunity which is possible of realization. In view of the low price of
term insurance, costing, for men from 21 to 31, less than $7 per month for the
tull $10,000 insurance, Article IV does give a realizable uniformity of opportunity.

But to compel every man, regardless of his own views of his needs, to take
the maximum, would be to create a false uniformity.

True insurance is what the committee has characterized ‘ optional” insur-
ance—a man may take it or decline it, as he pleases. He may take the maxi-
mum or any part of it, as he may think best suited to his needs. TUnder Article
IV the Government merely gives him the opportunity in respect to the reason-
able amount of $10,000 insurance, of doing what, hut for the war, he could have
done in private companies, except only that the Government gives him a lower
rate—due to the lower cost of insurance when the war risk is excluded.

6. Apart from the war risk, which, of course, the Government should bear,
the premiums fixed by the bill are not as alleged, less than cost. They are
hased upon the American Experience Table of Mortality. The actual mortality
in the.best companies is only 60 to 70 per cent of that shown in the table. In
such a finely selected class of risks as that of the Army and Navy, the mortality,
but for the war, would be still lower. The difference saved, hecause of the
excess mortality charge, would more than pay the expenses of administering
the funds and would thus yield a profit over every cost were it not for the
increased mortality that the war itself will cause.

Private insurance companies add a “loading” to the premium, because
while they too may expect to make a profit on mortality, which might pay
even their much heavier salary lists and general administration expenses, they
have other expenses which the Government does not have, namely, agents’ com-
missions, medical examination fees, advertising, investment costs, and taxation.

7. The dangers of speculation were anticipated hefore the committee reported.
and the original draft bill was changed so as to limit the class of beneficiaries
and to make the insurance nonassignable.

In a supplementary report additional changes were suggested. They are
herewith considered.

Section 204: “ Class A, subsection (g), class B, subsection (g), $27 instead
of $30, in order that the increase from the preceding subsection might be as
theretofore, $7.50, instead of $10.” This was not acdopted. The committee
had overlooked the basis of the allowances to cliildren, namely, that allotment
and allowances were considered together. As the number of beneficiaries in-
creases the per capita share in a stationary allotment necessarily decreases,
and therefore the allowance should increase. It will be found that the allow-
ances and allotments jointly for children show a slight per capita decrease as
the size of the family increases.

Section 301: The House increased the allowances to the amounts suggested
by the committee. There is no objection to this, but it was believed imprac-
ticable, in view of the insurance, to recommend it.

8. “No provision is made for a widow and widowed mother or for a child
and a widowed mother.” This is a misconception, I believe, of the meaning of
subsection (g) in section 301.

9. The committee recommended that an additional disability allowance be
made if there be a dependent father, brother, or sister totally and permanently
disabled. This was not adopted, because we believed, in view of the insurance,
thet only a substantially dependent widowed mother should be considered.

There is, however, no substantial objection if it seems desirable to extend
this provision to a dependent father, mother, or sister, as suggested by you.
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(S)';‘;téusn ;%2 the committee’s suagestion of an additional allowance for a wid-
N er was adopted, in (1) subsection (f).
instéad oef committee recommended that partial disabilities under 10 per cent

The & £ 10 per cent or under should be disregarded.

1 TﬁleoeStIOI{ was adopted.

. € committee recommended that a schedule of ratings for fhe main
types of disability be included in the bill.

This was not adopted, as it was believed that the matter should be left to
regulation, determined by experience. The House, however, did fix certain
rates for certain cases of mutilation and dismemberment, namely, $100 for
loss of both feet, hoth hands, both eyes, or becoming totally blind.

To this no objection is offered.

12. S.ectlon 304. The committee objected to any commutation of compensation.

Qons1derab1e difference of opinion prevails upon this point. The committee
believed and believes still that it has struck a happy medium and has properly
tgusli)rded and tli(rlnited the right of commuting even the portion that is permitted
0 be commuted.

13. The committee thought it not entirely clear whether dependents would
receive compensation in case of death following permanent disability—the same
as if death occurred at once in the service.

The provisions now are clear, and I think they have not been changed from
the original draft.

14. The committee’s further recommendation that where death is caused by
injury existing but not causing permanent disability at the time of termination
of service, compensation should be allowed only if death occurs within three
years from termination of service, was not adopted.

The theory of the bill is that if a man receives the injury while in the
gervice and takes the proper step to have official record made thereof, compen-
sation shall follow his disability or his death whenever it occurs. For
example, if a man receives a bullet wound but is not thereby disabled and
within not exceeding a year after his discharge from the service he secures the
proper medical certificate that he has a wound which is likely thereafter to
cause disability or death, he will receive compensation, even though disability
or death that that wound may cause should not begin until 20 years thereafter.
But when the disability or death does occur, then, under the bill as originally
drawn, he, or the beneficiary, must apply for the compensation within one or
two years. The committee still believes this period or a fixed per.iod of not
more than three years adequate. By the House amendment, this is now ex-
tended to ten years, with a possible extension of a further year. .

15. The suggestion that the family status at the date when the t'ot‘al disa-
bility occurs shall govern the compensation, subject, howev.er, tq revision dur-
ing a period of five years, was not adopted, but, as p1_‘ov1ded in section 302
(subsection 4) the compensation depends upon the family status from month

month. .
t016.0 The committee suggested a separate  article on reeducation and the
appointment of a commission to take charge of it. .

This section was never intended to cover the subject. This must be the sub-
ject of further legislation. The present bill is a purely ﬁs.cal measure, .and, on
the subject of reeducation, lays down only two ﬁsca.l princ1ples, namely : )

First. That compensation is suspended during Wlllﬁul failure to follow such
course of reeducation as the Government may provide or procure to be pro-
Vi%ee%ond. (See p. 21, lines 16 to 18.) That economical recuperation shall not

- 2 nsation. . .
affziamtllllfbggng%ecmnmissions and persons and dppurtl?ents z_n'ersi'.mlyxmr'.thls
whole subject of reeducation, especially the Surgeon_ General's Office. 1}.0113?1‘
legislation will soon be submitted, but such legislation does not come within

is fiscal measure. . .
thif;c%%it%fi;h‘{irgzclacha(lelges suggested by the insurance committee in section

5 (L.
30‘1)8‘)‘"1311‘1%&%?&?9_The committee points out the .(-omm}lted value of the com-
pens.ation benefits of Article IIT. in discussing Article IV. . m

The maximum compensation, $200 a month, fixed in the draft bill w u; not
adopted by the House, and this may, therefore, be disregarded. I do not know

h I%her the other commuted values are correct or not. N )

v C?ertain other changes were suggested by a subcominittee, on redrafting, ot the
insurance committee.

13883—17—56
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19. Page 3, line 12, the words “in order ” were inserted as suggested by the
committee,

A proviso is respect to claim agents’ compersation was not adopted. This
matter is left to regulation. A suggestion that the director’s award as to a
claim should be subject to review by a board consisting of the Secretaries of
the Treasury, War, and Navy was not adopted. It was believed that the direc-
tor, subject to the general direction of the Secretary of the Treasury, could more
efficiently and expeditiously handle the matter.

20. Section 15. The committee recommended limiting the right to examine
witnesses so that it should be granted only for the purpose of establishing the
validity of any claim presented to the bureau, instead of any matter within the
jurisdiction of the bureau.

The suggestion was not adopted. It would unduly limit the scope of an
inquiry.

21. Section 17. An obvious misprint, pointed out by the committee, was cor-
rected.

22. Section 20, which the committee recommended practically to be stricken
out if Article IV was stricken out, was of course retained.

28, Original section 22, in reference to investments for the insurance fund
was stricken out altogether, as no fund was created, but merely an appropria-
tion.

24, Section 22. Of various purely verbal suggestions, some were adopted and
some not.

25. Section 201. A verbal change has been heretofore discussed (No. 2).

26. Section 203. The committee recormamended the deposit should be volun-
tary. Not adopted for reasons hereinabove stated (No. 3).

27. Section 206. A slight verbal change partially adopted.

28. Section 303, page 22, line 8. The word * reasonable ” was retained against
the committee’s suggestion. Line 23, same as to word ‘ reasonably.” Line 25,
same as to word “ unreasonable.”

29, Section 311, page 26, lines 5 and 6 were retained against the committee’s
suggestion.

30. Section 8314. The committee suggested, at the end of the first paragraph,
adding the following: ‘‘ That the total compensation paid under this amend-
ment and such existing pension laws, shall not exceed the maximumi compen-
sation hereinbefore provided. Acceptance of beneéfits under any future petision
law shall automatically terminate all rights to compensation under this amend-
ment.”

This proviso was deemed unnecessary.

381. Section 315. The committee recommended striking out this section.

It was and is believed, however, that it may well be retained as partial in-
demnity to the Government in some cases.

The numbering of the sections in Article ITI has been changed. I have used
the section number as they are in the bill now before you from the House, and
not as they were in the original draft—which the insurance committee naturally
used.

Very truly, yours, JULIAN W. MAck.

Hon. JoEN SHARP WILLIAMS,

United States Senate, Washington, D. C.

STATEMENT OF MR. J. H. HARPER.

The CmaremaN. Mr. Harper will now be heard. What is your
occupation and residence, Mr. Harper?

Mr. Hareer. I am an engineer at the present time; I was formerly
connected with the Pension Office.

The CmamrMan. And you live where?

Mr. Hareer. I live in Washington, New York, and Minneapolis.

The CuHAIRMAN. You may proceed.

Mr. Hareer. I want to make the suggestion that the transfer of
the Pension Office to the jurisdiction of the Treasury, and the in-
corporation of the entire machinery of the Pension Office in this,
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Insurance would effect a real saving in both the clerical and the
mechanical handling of the matter.

The Crarrmax. T do not think that will come in quite pertinent

- to this bill, even if we wanted to do it. It has got to be done by
separate act at some time, if it is advisable.

Mr. Hareer. It has been deemed advisable before. It ought to have
gone to the War Department in the first instance, but it did not go
there because of jealousies. Now, you are reforming the whole
measure and starting anew.

The Crairman. This bill does not relate to pensions.

Mr. Hareer. It is not pensions I am talking about now but
economies in the development and machinery of a new bureau. We
are losing the old.

The Crarrman. As far as the administration of this law is con-
cerned, that part of it where the experience in the Pension Depart-
ment would be of avail could be of benefit, they could avail them-
selves of it by having men detailed, especially ‘as the force in the
Pension Office is being decreased now anyhow and will be very much
more. There is already a rule not to fill any vacancies that occur
there of certain sorts. Men who have had experience there and
are about to be discharged can be employed in this new business.
Right after the war is over, beyond a doubt, some great piece of
governmental machinery will be erected to take charge of this whole
business, but while the war is going on the Navy ought to take care
of the naval force and the Army ought to have charge of the Army
force.

Mr. Harper. Very good; but I want to make this further sugges-
tion, that in the enactment of this legislation you are going to add
more billions to the next generation and the succeeding generation
than we have had as the result of the other war, and you have got a
misstatement in here of the amount of the total you have disbursed
for pensions. It is double the amount you have got, counting the
support of the Army and Navy, the war has cost us over $20.000,-
000,000 now, and you have already appropriated and will have
appropriated before June more than $20,000,000,000 more. Then
the disbursements on pensions or insurance, whichever you have in
mind to call it, will be ten times that within a generation.

The Cuarrman. We do not know about that. )

Mr. Hareer. That is a burden on the next generation.

The Cuateman. T am afraid you are partially right.

Judge Macxk. 1 want to say, of course. I have a good many argu-
ments that I did not present at the last hearing before the House.
I have not got them in written shape on the feature of the insurance
department, and I shall be glad to offer them.

I wish to add to my statement already made some suggested amend-
ments or changes to the bill under consideration, which I would, like

to be inserted in the record. _ .
(The amendments referred to above are here printed in full as

follows:)
To summarize my statement, I suggest the following amendments, and very

i the reasons therefor : )
brieﬂg;égtg, line 5, strike out * $5,000” and insert “$6,000.” Line 11, strike

out “ $4,000” and insert “ $5,000.”
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This restores the original bill as submitted to and reported by the House
committee. These salaries would seem to be in themselves inadeguate for the
kind of men who should inaugurate this very important work, with its vast
and manifold duties.

2. Page 8, lines 18 and 19, strike out “in the last sentence of subdivision (g)‘
of section 301 and.”

The suggested change in the language of section 301 requires this amendment;
it is purely verbal.

3. Page 13, line 13, strike out “ next of kin” and add * such person or per-
sons as would under the laws of the State of his residence be entitled to his
personal property in case of intestacy.”

This amendment was accepted by the House committee after its report had been
submitted, but through some confusion, due to suggested changes from the floor
of the House, failed of passage. It merely corrects an incorrect expression.

4. Page 13, line 24, strike out the words “ declaration of war” and add in
place thereof “ the enactment of this amendment.”

This would restore the section to its original form and as reported by the
House committee. As the section now stands, back pay of family allowances
would be required covering a period of six or more months. The families who
might receive this back pay have been' cared for by somebody in the meantime.

5. Page 16, line 6, strike out the word * the ” and insert the word * this,” and
after the word * allotment ” insert “ to a member of class B.”

These amendments are purely verbal, to make the meaning clearer.

6. Page 17, line 2, after the word * paid,” insert “ by the bureaun.” Lines 2,
3, and 4, strike out all after the word “ beneficiaries” and insert: “The War
and Navy Departments, respectively, shall pay over to the Treasury Department
monthly the entire amount of such allotments for distribution to the benefici-
aries.” Line 7, before the word * which,” insert “ upon the basis of,”” and after
the words “ which award ” insert “ the amount of the allotment to be made by-
the man.”

This amendment aims to clarify the sections 209 and 210 and to avoid con-
fusion between the departments.

As the bureau must make all investigations in re the family status, determine
the amount of the family allowances from month to month, on which the amount
of the monthly allotments depend, the simplest procedure will be for the
bureau t6 pay both allotments and allowances at one time. To enable this to
be done, the War and Navy Departments would make a monthly payment to
the Treasury of the total amount of the allotments, and this would be divided
up and distributed to the beneficiaries together with their allowances.

7. Page 17, lines 18 and 19, strike out “in the course of the service in the
line of duty.” Line 24, add “but no compensation shall be payable if the
injury or disease was caused by his own willful misconduct.”

The words “in the line of duty,” inserted by the House committee, have been
differently construed by the courts and the several departments, both in rela-
tion to different statutes and in relation to the same statute. The language
therefore is clearly ambiguous.

The words “in the course of service,” contained in the original bill, are new
in this kind of a law, and, as they might give rise to eonflicting constructions,
they, too, should be omitted. Inasmuch as by section 22 the persons covered
by Article III are only those in active service, the real intent will be carried
out by adopting the amendment suggested.

8. Page 8, line 20, strike out the word “child” in both places and insert,
dftel the WOrd “one,” the word *‘ person,” and after the word “of” the words’

* such person.’

A purely verbal change, for greater accuracy.

9. Page 18, lines 2 and 3, strike out “ from a marriage contracted before or
within 10 years after the injury.” Page 20, line 2, add “ The word ‘ widow’ as
used in this section shall include only one who shall have married the deceased
before or within 15 years after the time of the injury.”

The bill as originally drafted omitted the words that are now sought to be
stricken out. The House committee inserted the words “ from a marriage con-
tracted after the injury.” On the floor of the House the additional words,
“pefore or within 10 years,” were added.

This language deprives not only a woman who marries the injured soldier
more than 10 years after the injury of any compensation, but it likewise deprives
her children of such compensation. This result, it is believed, was not intended
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bydm?st of. the Members of the House, and, in any event, such childrei should
11DI er no mrcum'stgtnces be deprived of the compensation.

h f, however', it is desireq to deprive the woman who marries the man more
than a fixed time after the injury of any compensation after his death the result
is accomplished by the amendment suggested on page 20, line 2.

Inasmuqh, however, as the age of the vast majority of the men returning from
the war will be far under 35, the minimum number of years to be inserted should
be 15, as suggested in this amendment.

10. Page 18, line 6, strike out * percentages of his pay ” and insert * amounts.”

This change was inadvertently omitted in the House.

11. Page 20, line 16, after the word ** above ” insert the word * amounts.”

A verbal change for greater accuracy.

12. Page 21, line 22, after the word “ shall ” insert “ continue to ™ ; after the
Word_“ States ” insert *“ after discharge or resignation from the service.”

This amendment has been suggested by Surg. Gen. Gorgas in order to make it
perfectly clear that the furnishing of medical aid and appliances by the bureau
should begin only after the man is discharged from the service.

13. Page 23, lines 22 and 24, strike out “ten” and insert “two.” Page 26,
line 3, strike out “ ten ” and insert “ two.”

The bill originally had one year and was so reported by the House committee.
On the floor of the House, after an attempt to strike out all limitations, ten
was inserted.

I believe a two-year limitation, with a possible extension for one more year,
as provided, is very much more desirable.

As provided by section 308, the claim does not arise at the time the injury is
received, but only at the time that death occurs or disability begins. This may
happen many years after the injury received in the service. but when it does
happen, then a reasonably short statute of limitations should begin to operate.
That is the purpose of this section.

Of course, under section 308 if the death occurs or disability begins more than
a year after discharge from the service compensation is conditioned upon hav-
ing secured a certificate within a year after discharge that the person has an
injury or disease likely to cause future death or disability.

14. Page 25, line 24, strike out * in the course of ' and insert * during the.”

Purely verbal change for greater accuracy.

135. Page 26, line 21: Strike out the words * existing pension laws and” and
insert the word “ the.” Liue 22, after the word * service,” insert ** and existing
pension laws.” Line 24, add “or to their widows, children, or dependents.”

Verbal changes for greater accuracy.

16. Page 28, line 5, add the word “permanent.” Line 20, after “ total,” in-
sert ¢ and permanently.” Page 29, line 4, after “total,” insert ¢ permanent.”
Line 15, after “ total,” insert “ permanent.”

This supplies an inadvertent verbal omission. o ]

17. Page 29, line 21, after the word “value,” insert ¢ dividends from gains
and savings.” Line 23, after the word «insurance,” insert *‘ or from time to
time by regulations.” ] o

The first part of this amendment supplies an 1nadvertent'omnnssmn, the
second part takes the place of a complete sentence that was stricken out by the
House committee. . . .

Tnasmuch as the contract of insurance must be published immediately, and
inasmuch as the many henefits and options should be given not merely in the
original contract but from time to time as experience may show they are dg-
sirable, just as they are given in private companies, the second part of this
amendment is essential. . s )

18. Page 30, line 11, after the word “yalue,” insert ¢ if any.

A verbal insertion. . . “ i

19. Page 30, line 14, strike out word “policy ” and insert contract of in-
surance.”

nge.

é().v ggg& ili? fne 14, strike out the quotation marks, insert quotation marks
pefore each article and before each section of each art1cle. beginning with
section 200, and on page 31, at the end of line 23, insert quotation marks.

Everything that follow page 2, line 14, is a part of section 2 of the present
bill : each section in each article is one of the new sections gldded to _thg orxgn}al
b'ln’as amended. Without the quotation marks all SEC?SIOIIS begmmpg with
Article IT would be sections of the present amendment instead of being sub-

divisions under section 2 of the present amendment.
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21, For the same reason the word “ amendment” should be used when the
present amending act is referred to, and the word * act” should be used when
the original act, either in its original form or as amended, is referred to. The
following amendments are therefore necessary :

22. Page 8, line 8, strike out “ approval of this act” and insert “ enactment
of this amendment.”

23. Personally, I believe there should be a difference made as between officers
and men both in the disability compensation and in compensation for death.

The compensation article is based on the analogy of the workmen’s compensa-
tion acts. Distinctions based on pay have always been made in these acts;
similar distinctions have always been made in the pension acts.

Of course the officers in the Regular Army will have their retirement pay,
which is very much larger than the disability compensation, but the other officers
do not get retirement pay.

It may well be that the difference as provided in the original bill was too
great. It would, in my judgment, be better to correct this by reducing the
maximum that could be paid to the family of any deceased officer from $200
to $100, and to reduce the maximum that could be paid to any disabled officer
from $200 to $125.

This would be accomplished by the following amendments :

(e) The above suggested amendment No. 10, page 18, line 6, would noi be
made.

(b) Page 18, line 7, after the word ‘ alone,” “ 25 per cent but not less than.”
Line 8, after the word ‘ child,” insert *“ 35 per cent but not less than.” Line 9,
after the word “ children” insert ‘40 per cent but not less than.” After the
word “ with ” insert “5 per cent additional but not less than.” Line 11, after
the word * child” insert “ 20 per cent but not less than.” Line 12, after the
word * children” insert “ 30 per cent but not less than.” Line 13, after the
word “ children” insert “40 per cent but not less than.” After the word
“with,” insert “5 per cent additional but not less than.” Line 15, after the
word ‘“ mother " insert “ 20 per cent but not less than.” Line 19, after the word
“ exceed ” insert ‘‘ 50 per cent of the pay or.”

(c) Page 19, after line 4, insert ‘ the maximum monthly compensation for
death shall be $100.”

(d) Page 20, line T, strike out “ amounts ” and insert * percentages of his pay.”
Line 8, after word “living” insert “40 per cent but not less than.” Line 9,
after word “living ” insert ““ 50 per cent but not less than.” Line 10, after word
“living ” insert “ 55 per cent but not less than.” Line 11, after word “living”
insert “ 60 per cent but not less than."” Line 13, after word “living ” insert “ 50
per cent but not less than,” and at the end of the line add ““ 5 per cent additional
but not less than.,” Line 16, before the figure “ $10” insert *“ 10 per cent but
not less than.”

(e) Page 21, line 1, after the word “be” insert * not less than.” After line
2, add “ The maximum monthly compensation for total disability shall be $125.”

The CuarrmanN. There have been many copies of letters, resolu-
tions, telegrams, etc., received by the different members of this com-
mittee which relate to the measure under consideration. I will place
them in the record at this point, in order that they may become a part
of the hearing.

(The matter referred to above is here printed in full, as follows:)

LincoLn, NEBR., September 8, 1917.
Hon. FurNIiFoLD McL, SIMMONS,
Chairman, United States Scnate, Washington D. C.

My DEear Sir: I desire to correct the prevalent impression that insurance men
are opposed to H. R, No. 5723, commonly known as the Government insurance
bill. On the other hand, we are thoroughly in sympathy with it. Personally, I
heartily indorse the general scheme proposed for compensating soldiers and
sailors, and I trust that some such a plan will be adopted for their own, as well
as their families’ protection.

We can not agree with some insurance men who seem to oppose the Govern-
ment plan, but we do feel that Article IV of the proposed bill can be improved.
In the first place, A6 not call it life insurance, for it is not for two reasons—
first, the “rate” of $8 per thousand makes it practically a gift, so why not
make it wholly a gift and charge nothing? In the second place, rates for life
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:irgsgé'ar?:: are based upon the applicant's age, while the bill makes no distinction
age.

-We would therefore suggest that you substitute for Article IV, the pro-
vision that t_he Government will pay the sum of, say $5,000, in case death occurs
during service or within five yvears thereafter, with a further provision that
these men be examined one year after their discharge, and that those physically
unfit .will have similar indemnity for their families.

This legislation proposes to enable the Government to extend the indemnity
immediately to which our soldiers and sailors and their families are entitled.
Our plan. as herein outlined. fully accomplishes the object in view, avoids the
evils of future pension legislation, and still releases the Government from the
necessity of setting up the necessary machinery required to carry on an in-
surance bureau.

Yours, very truly,
Lincorn Lire UNDERWRITERS ASS0CTATION,
A. R. EpmIisTon,
President.

NEw OrrLEANs, U. S, AL dwugust 31, 1917.
Hon. RoBERT F. BROUsSSARD,
United States Senate, Washington, D. C.

DEsr SENaTOR BroUssarp: I wrote you on the 28th instant in regard to the
war life insurance bill, and have now sent you a night lettergram, as per the in-
closed copy.

Senator, I wish to ask you, as a special favor, to see what vou can do in this
matter, as it is more serious to the yvoung life insurance companies than any-
one can imagine. The old companies can survive competition from the Govern-
ment, but we can not, and you know the business we are doing in this section
of the country in the way of investments and taking care of our people. and
keeping the premiums in New Orleans which have heretofore heen going Bast.

I have written to you ahout many things in the past, but this is one in which
I am very much interested, and I certainly hope you will try to get some amend-
ment which will protect the companies against the Government continuing in
the life insurance business after the war.

They may say what they please, but the bill as it now reads is hound to
continue the Government in the insurance business, as the policies, after the
war, can not be converted unless the Government continues in the business, as
conversion means from one form of policy to another; and if they will leave out
the conversion feature and simply let the policies conclude at the end of the
war, on the payment of the term rate, it would not be so bad, but the whole
thing contained in section 4 is wrong in principle and should he changed: in
fact, we believe it should be eliminated altogether, as sections 1, 2, and 3 will
give good protection to the men and their families. However, we do not care
to be placed in the position of opposing the bill, as we think the Government
should do all they can afford to do for the men who are fighting for their
country, hut, if they want to do it right, they should give them the policies
without charge, in addition to clauses 1, 2, and 3, and let them conclude at the
end of the war, paying the heneficiaries of those who have been killed and
canceling the policies of those who have not been killed.

With kindest regards, I am,

Yours, very truly, Crawrorp H. Erris,
President.

[Copy of lettergram.i

NEw ORLEANS, LaA., August 31, 1917.
Hon. RoBERT . BROUSSARD,
United States Senate, Washington, D. C.:

Kindlv see your friends on Committee on Finance on Government life insur-
ance measure and ask them please nmend section 4 so that life insurance
feature will definitely conclude at end of war. Bill as it now reads continued
Government in insurance business after war which would he disastrous to
all yvoung companies. Don’t helieve President intended hill to continue after
war, but in issuing convertible-term insurance, Government will undoubtedly
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continue in insurance business to take care of coverted policies. We suggest
either of fullowing amendments to section 4:

First. Make no premium charge to men for insurance and give all policies for,
say, one to two thousand dollars, to be paid only in case of death as result of
war. ’

Second. Issue policies of one thousand up to five thousand on the lives of each
man, applicants to pay regular civilian premium rates, Government to stand
extra war hazard.

In eoch case all to cease at end of war. Neither of above to affect or inter-
fere with indemnities and allowances provided in sections 1, 2, and 8. Failing
either of above amendments, then ask that present bill contain such language
as will definitely conclude it at end of war.

PAN-AMERICAN LirFE INSURANCE Co.,
C. H. Bri1s, President.

GALESBURG, ILL., September 11, 1917.
Hon. JoEN SHARP WILLIAMS,
United States Senate, Washington, D. C.

Drar Sir: We desire to protest against the provisions of Article IV of the
bill known as H. R. 5723, which is an amendment to an act to authorize the
establishment of a Bureau of War-Risk Insurance in the Treasury Department,
inasmuch as the rank and file of the selected Army has been conscripted from
the various vocations of life and had an earning capacity probably equal to that
received by the officers of the new National Army while they were engaged in
civil pursuits; and therefore, in view of the other liberal concessions of this
bill. we believe that the Government should pay, without cost to officer or
private, an equal stipulated amount, either in case of death or disability.

Lire UNDERWRITERS ASSOCIATION OF GALESBURG,
Mavrick E. SHUNICK, President.
L}

In re House bill No. 5723 (8. 2758).]
PIERRE, S. DAK., September 13, 1917.
Hon. E. S. JOHENSON,
Senate Chamber, Washington, D. C.

Drar Sir: We respectfully submit the statement that the permanent insur-
ance, provided in Article IV, should be limited to those who are found to be
impaired risks at the time they are mustered out of service at the close of the
war or at the end of a limited period—one or two years—thereafter.

The Government should provide permanently at cost, or at any cost, for those
who suffer impairment through service in its Army and Navy.

The Government should not assume permanently a risk of from ten to twenty-
five billions, paying all expense of management from general taxation.

Article IV of this bill places the Government in the anomalous position of a
competitor of private companies, while taxing heavily the private companies to
maintain its own insurance at cost.

Very truly, yours,

LoriNg E. GAFFY,
President First National Life Insurance Co.

et

ALBUQUERQUE, N. MEX., September 11, 1917.
Hon, JoEN SHARP WILLIAMS,
Finance Comniittee, United States Senate, Washington, D. C.

Dear StR: The New Mexico Life Underwriters’ Association, in session at
Albuquerque, N. Mex., on September 10, 1917, directs me, as president of said
association, to write you regarding H. R. 5723, as follows :

Article IV is wrong in principle, is not necessary, and will involve the Gov-
ernment in enormous unjust embarrassments and outlay, and probably produce
scandals. It should be eliminated. The amount of benefit to be distributed to
the dependents or estates of each person insured by the Government should be
determined by the Government and not by the person insured, and the entire
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g:gegorne by the Government. Any other method will discredit the entire
. The premium collectible under Article IV is the net cost of ordinary mortality.
The_ amount necessary to cover actual mortality in war is much larger. Article
IV is no_t a recognition of service or value or performance of duty, but allows
the soldier or I_lis beneficiary, or speculators, through either, to subject the
Goverqment t_o immense charges for extra hazards and extra organizafion and
supervision simply through ability or disposition of the soldier or his benefici-
ary, or speculators. through either or both, to pay the low net cost of ordinary
mortality. We believe that full understanding of this section will show it con-
trary to all proved principles of insurance, business, and government.
Yours, very truly,
J. H. Coons,
President New Mcxico Life Undericriters’ Association.

LitrtiE Rock, September 11, 1917.
Hon. JorN SHARP WILLIAMS,
United States Senate, Washington, D. C.

Dear Sm: The Little Rock Underwriters’ Association is heartily in accord
with the idea that the Goverament of the United States should adopt a plan
for providing liberal compensation and indemnity for our soldiers and sailors.

We are, however, doubtful of the wisdom of adopting Article IV of the pro-
posed insurance bill, considering the liberality of Articles II and III, and the
enormous scope of the measure and the difficulty of its proper execution.

We recommend to your careful consideration the comments of George B. Ide,
chairman of the Committee of Life Insurance Underwriters and Actuaries,
appointed by the Secretary of the Treasury, a copy of which is in your hands.

Yours, very truly,
A. BE. LEE,
Presidcnt the Equitable Life Assurance Society of the United Statcs.

WasHINgTON, D. C., September 14, 1917.
Hon. FurnirorLp M. SIMMONS,
Chairman Committee on Finance, United States Senate.

My DEar SExaTor: Understanding that the Cominittee on Finance has before
it legislation which undertakes to make provision for dependents of men who
enter military and naval service, together with compensation for injury or
death in the line-of duty and insurance of life, we wish to place before you a
report which has been submitted to our beard of directors by a special
committee.

A copy of this report is inclosed in the form in which it has been placed
before all of our members.

Yery truly, yours,
Errior H. GOODWIN,
Secretary Chamber of Commerce of the United States of America.

WasHINeTON, D. C.. August 29, 1917.

To the Members of the Chamber ) .
of Commerce of the United Stales:

Immediately after the United States declared a state of war existed, the
executive committee of the national chamber was requested by 'the Council
of National Defense to have a study made of plans for the maintenance of
the families and dependents of men who enter military or naval service.

A special committee was accordingly assembled. The report qf this com-
mittee was printed under date of May 31 and placed before officials and the

] chamber.
m?gieﬁshofstggw been introduced in Congress for the purpose of meeting the
situations to which the committee referred in its report of May 31. This bill



90 WAR-RISK INSURANCE,

has been before the committee and has been made the subject of a second
report. .

This new report is now printed and submitted to you by the executive com-
mittee in the belief that it will assist you in arriving at your position regard-
ing pending legislation which is of importance to every community,

ExeECUTIVE COMMITTEE, CHAMBER OF COMMERCE
oF THE UNITED STATES.
JosepH H. DEFREES, Chairman.
Attest:
Evrrror H. GoopwiN,
General Secretary.

WaAR Pay RorLs Axp DEPENDENT FAMILY ALLOWANCES.

AvgusT 28, 1917.
To the Executivre Committee of the Chamber of Commerce of the United States:

In pursuance of the report of the chamber’'s committee on war pay rolls,
submitted to the executive committee of the chamber, for the Secretary of War,
on May 31, 1917, this commniittee has given consideration to the administration
measure (H. R. 5723), introduced into Congress on August 10, which seeks to
make provision for allowances to the dependent families of enlisted men, for
compensation in cases of death and disability, and for the insurance of soldiers
and sailors engaged in war service for the United States.

SUMMARY OF THE BILL.

As stated in the chamber's special bulletin of August 13, the first of the three
main features of the bill is to make provigion for the allotment of pay of men
in service for the support of their dependents, to be supplemented by family
allowances on the part of the Federal Government. The second feature deals
with compensation, and the third with insurance. the Government to hear the
excess mortality and disability cost resulting from the hazards of war.

ADMINISTRATIVE PROVISIONS.

For the purposes of administration the bill as introduced in the House—in
form, an amendment to the law of September 2, 1914, providing war-risk in-
surance for vessels and cargoes—contemplates the creation of a division of
marine and seamen’s insurance (with functions analagous to those of the pres-
ent hureau) and a division of military and naval insurance, each in charge of
a commissioner with a salary of $5,000 and under the general direction of the
Director of the Bureau of War-Risk Insurauce, the director to receive a salary
of $6,000. To the director is assigned the duty of carrying out the purposes of
the act including the making of the necessary rules and regulations, the issuing
of subpeenas and taking of evidence, the preparation of estimates of appropria-
tions, ete. Provision is also made for the establishment by the Secretary of the
Treasury of an advisory board to assist the division of military and naval in-
surance in determining insurance rates and in adjusting claims.

ALLOTMENTS AND FAMILY ALLOWANCES.

Subject to regulation, each man in the military or naval service of the United
States is required to contribute monthly toward the support of wife or child
an amount equal to the family allowance provided by the Government, but not
to exceed one-half his pay or to fall below $15.

In case of all other dependents, such contributions are voluntary. Where one-
half of the monthly pay is not contributed, however, the Secretaries of War and
of the Navy are authorized to provide for the withholding at interest during the
period of service of the balance of the half-pay.

For the purpose of determining the rates of allowances from the Government
to families, the bill separates all dependents into two classes—class A, including
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wife and children, and class B other relatives. The allowance:
] A . s from the Gov-
ernment, payable mouthly, under these classifications are as follows:

Class A.
wife, nochita________________ $15. 00

25. 00

Grandchild, brother, sister. and additional parent (including grand-
parent) ___ 5. 00

Allowances from the Government are made to class A only if the compulsory
contribution from pay is made to a member of this class. Allowances are made
te members of class B only while the relation of dependency continues and,
subject to regulations, upon condition that a monthly allotment of pay equal
to the allowance is made voluntarily by the man in service. In no case is the
combined monthly allowance paid by the Government to members of classes A
and B to exceed $50 nor, together with the allotment, should it exceed the aver-
age amount contributed to their support by the enlisted man during the preced-
ing year.

For the purposes of this section the bill provides an appropriation of
$141,000,000,

COMPENSATION FOR DEATH OR DISABILITY.

When service with the armed forces of the United States results in death,
provision is made for payment by the Government of monthly compensation
to widow, children. and widowed mother of the man killed, the amount of the
compensation to be based upon the amount of pay received, as follows:

P‘j{fg{;;%ge Minimum.
L L R 25 $30
Widow, 1child. ... IO 35 40
Widow, 2 children . .. .ottt 10 50
Additional children (UP 60 2) - oo ..o ie ottt e e iiaaaaacaeaea 5 5
Nowidow, L child ... it eai et 20 15
No widow, 2 children. . ..o aee e 30 25
No widow, dchildren..... .. ... .. [, 10 35
Additional children (P 10 2) .. oot ie i e 5 10
Widowed mother. . .. i iiiaeaiiiiiicaaaeas 20 25
Maximum monthly compensation for death. . ...... ..o 200

The hill provides that payment of compensation to the widow or widowed
mother shall continue until two yeurs after remarriage or death; to children,
except in the case of incompetents, uatil reaching the age of 18 or until
marriuage. .

In the case of total disability, making it impracticable for the in:]ure(_l person
to pursue any gaintul occupatien, the following monthly compensation from the

Government is provided:

P%rfc ;l;tya.,ge Minimum.
No wife, no ¢hild..........---- L . 23 sgg
Wife,nochuld..........- 2 5
Wife, 1 child. ... o i
Wife, 2 or more childre @ @
NG Wife, 1 CHIIA . <o oo ceomzoem e m e e o 0 i
Additional children (UP 0 2)....oooiio i - 3 10
Widowed mother
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Where the disability is partial, d'plan of monthly compensation, based upon
the degree of reduction in earning capacity resulting from the disability, is
provided, although no compensation will be paid for a reduction in earning
capacity of less than 10 per cent.

Where it is apparent that the injured person is competent and not likely to
become a public charge, the bill provides for the payment of a lump sum to the
injured person in lieu of all further compensation. Payments for compensation
are not to be assignable, subject to legal process, or taxed.

In addition to compensation for total or partial disability the Government
will furnish medical, surgical, and hospital care and provide artificial limbs, etc.

As a means of rehabilitating and reeducating persons suftering from perma-
nent disabilities, the bill provides for the taking of such courses of educational
and vocational training as may be furnished by the Government, at the same
time making a provision for a form of enlistment for persons taking these
courses.

For the payment of compensation, etc., appropriation of $12,150,000 is pro-
vided.

INSURANCE,

For the purpose of securing still broader protection, both for themselves and
for their dependents, men enrolled in the military and naval service of the
United States may obtain insurance against death or total disability for
amounts ranging from $1,000 to $10,000 with premium rates based upon the
American Experience Table of Mortality and interest at 3% per cent. In other
words, the premiums paid will be based upon actual cost of the insurance
under peace conditions and the extra risk due to war will be assumed by the
Government. This insurance may be had upon application and, in the event
of death or total disability, is payable by installment to the disabled persou,
bis wife, child, grandchild, parent, brother, or sister; thus, the beneficiaries
are limited. During the period of the war the insurance will be term insur-
ance for successive terms of one year each; after the war it will be convertible
into such forms of insurance as may be prescribed by regulations.

For the purpose of insurance the bill provides the sum of $23,000,000, to
which all payments on account of premiums would be added.

COST OF PROPOSED PLAN.

As an indication of the probable cost involved in the plan proposed by the bill
now bhefore Congress, the Secretary of the Treasury, on July 31, addressed a
letter to President Wilson in which were contained estimates covering the
first and second years of operation. A complete copy of this statement has
gone forward to all members of the chamber. The estimates in question are
as follows:

First year. | Second year.

Family allowances . ... .ot eie et iiaaaaaan -.| 8141,000,000 | #190, 000,000
Deathindemnities. . -- 3, 700, 000 22, 000, 000
Compensation for total disability. .. 5,250,000 35, 000, 000
Compensation for partial disability......... .. ..o ii.. . 3,200, 000 21, 000, 000
Insurance against death and dlsablhty ...................................... 23, 000, 000 112 500, 000

7 176, 150, 000 380, 500, 000

RECOMMENDATIONS OF THE COMMITTEE.

Your committee begs to report a vote of general appreval of the bill and an
indor: qement of its main features. It embodies the principles 1aid down in your
committee’s report of May 31, 1917, when it was recommended that the Gov-
ernment should grant separation allowances to the dependents of enlisted men
and comiended the wisdom of the practice prevailing in Great Britain and
Canada by which the men in service make allotments out of their Government
pay for the care of their dependent relatives.

The bill goes further, in that it provides that the Federal Government shall
undertake the entire cost of providing separation allowances for certain en-
listed men, at the same time offering rates of compensation for death and
disability and a plan of individual insurance for the men who are taking the
hazards of war.
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Your committee strongly indorses the proposal to have the Government under-
take and handle the main task of caring for the dependents of the soldiers and
SflllOl‘S of the United States and begs to express the hope that the administra-
tion of the measure, necessarily involving thorough investigation concerning the
mrcumstgnces of dependent families and the keeping of complete and accurate
records in every individual case, will leave a minimum obligation upon the
shoulders of private organizations to meet emergencies which careful Govern-
ment organization in advance may easily forestall.

ALLOWANCES.

Your committee, having had before it the rates of allowances made to the
dependents of enlisted men by the Governments of other countries, regards the
allowances proposed in the bill as fair and calculated to meet average circum-
stances. The rates evidently have been determined after a careful considera-
tion of the schedules existing in other countries and allowance made for the
proportionate additional costs of living in the United States. The schedule
provided in the bill, taken together with the allotments of soldiers’ and sailors’
pay, make the allowances the most liberal to the enlisted men of any country
in the world.

COMPENSATION.

Your committee believes in the principle of compensation as proposed to be
applied in the bill now before Congress. In some respects the rates of com-
pensation in cases of death or disability might be a little more liberal, notably
in respect to men who continue to suffer from a severe malady contracted dur-
ing war service.

Although Article IT (allotment and family allowances) of the bill takes cog-
nizance of dependents other than widow, child, or widowed mother, the clause
covering compensation for death or disability does not do so, and, we be-
lieve, is now too limited in its provisions. We suggest that this inconsistency
should be remedied by provision in the compeunsation L;luuse for parents, grand-
parents, brothers, and sisters if shown to be wholly dependent on the soldier or
sailor prior to the latter’s enlistment.

INSURANCL,

Your committee regards the provisions proposed under this head as part
of the general scheme of compensation, and not as any separate scheme of
insurance in the ordinary business sense. It also is believed that the plan as
a whole serves as an excellent substitute for the existing pension scheme, which
has been responsible for the introduction of many abuses of privilege which
might be eliminated with great advantage to the nation.

In order to carry this out successfully, however, the assumption of insurance
by soldiers and sailors should be as nearly universal as practicable circun;stan-
ces will permit. Otherwise, when war is closed, the Government. will be
faced with both an insurance and an additional pension system. )

Your committee believes, however, that it would be unfair to ma};e the in-
surance provision compulsory upon each and every enlisted man, since the;re
may be gquite a number of soldiers and sailors who already have all the in-
surance they require, and an equally large number of men who have no
dependents whatever and who, preferring some other form of thrift, can not
persuade themselves as to the need for personal insurance.

It would seem, therefore, that these objections might he met I),\.' an amendment
providing that it will be assumed that automatically every enlisted man takes
out $5,000 worth of life insurance at the rate provided under the bill, the
premium for which shall be deducted from his 1‘nonth.1y pay, unless and except,
during the period availahle for his cnusidem.tmn of the matter, _he makes a
specific request in writing to the proper uuthquty. who .shall he designated, that
he wishes to increase the amount of his policy or desires to he absolved from

i " ligation altogether.
thgéglsluggg\gfsi%% in itself woéuld eliminate wuch time and expense otherwise to
be consumed in the placing of fthg insurlf(ilnce among hundreds of thousands of
i ifferent parts of the world.
m%]hg)c?(t)g? 1cI;lf dinsurancga herein provided will undopbted.ly be very great.
Whether it will be greater than pension pl.ans alrea_dy in e)_;1sten('e can only be
determined by a clese study by those especially qualified to judge. )

Your committee has been assured by propqnents of the measure tl_)at Art'lcle

IV of the bill does not contemplate the extension of governmental activities into
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the general fleld of insurance business, but that it simply provides an oppor-
tunity for soldiers and sailors of the United States to insure their lives during
a period of emergency, and that after the passing of such period this provision
of the act will apply only to those who continue to be exposed to the hazards
of naval and military life. These defenders of the country are not now able
to take advantage of individual insurance because of the necessarily high rates
which attach to the hazards of war service, and which rates admittedly are
prohihitive to the great majority of enlisted men out of their Government pay.

Pavur J. KrEUsi, Acting Chairman.

CrARLES L. ATLEN,

S. C. BEDFORD,

GEORGE B. FOSTER,

P. H. GADSDEN,

H. H. WESTINGHOUSE,

Committee on War Pay Rolls.

Resolution unanimously adopted by the National Convention of Insurance
Commisgioners held in St. Paul, Minn., at its recent session :

Resolved. Believing that this organization is thoroughly in sympathy with
every movement to alleviate the distress that must come to many of the brave
men who are called to the United States colors in the present war crisis, as
well as to their families, we hereby indorse the action of the national adminis-
tration in seeking to provide protection to its soldiers and sailors through the
war-risk insurance bureau, and pledge to the President our hearty cooperation.

Resolution unanimously adopted by the executive committee of Life Under-
writers’ Association ot Louisiana in special session held in New Orleans on
September 11, 1917 :

New OriLEAaNs, La., September 12, 1917,

The executive committee of the Life Underwriters’ Association of Louisiana
in a special meeting held,September 11, 1917, discussed the Government family
allowance and compensation insurance bill for the benefit of soldiers, sailors,
and nurses.

Said bill before the Congress of the United States is 8, No. 2738 and H, R.
No. 5723. After a full discussion the following resolutions were unanimously
adopted :

“The executive conunittee of thie Life Underwriters’ Association of Louisiana
heartily indorse the plan provided in articles 2 and 3 of the proposed bill for
compensation and indemnity to our soldiers and sailors.

“We concur in the opinion of the special insurance committee appointed by
the Secretary of the Treasury that article ! is vicious in principle; and in view
of the liberality of articles 2 and 3 it is absolutely unnecessary and should
be eliminated.

“We believe that the amount of benefit to be distributed in each instance
should be determined by the Government and not by the individual soldier.

“We believe that the cost should be borne wholly by the Government,

“We therefore request Senators Ransdell and Broussard to use their best
efforts to eliminate article 4 or to amend the same—

“ Iirst. So that insurance shall be uniform in amounts to all in the service.

‘*Second. That there shall be no premium charge hy the Govermnuent.

“Third. Insurance to be discontinued at the close of the war.

“ Be it further resolved that the president of the Life Underwriters’ Associa-
tion and the chairman of the executiv: committee transmit a copy of these
resolutions to Senators Ransdell and Broussard, also to members of the Finance
Committee of {he United States Senate.

Lirg UNDERWRITERS’ ASSOCIATION OF LOUISIANA,
J. W. SasiTHERS, President.
D. Ross METzZGER, Chairman Erecutive Committee.
The Cramryman. This will conclude the hearing. The committee
will now adjourn to meet in executive session to-morrow morning.
(Thereupon, at 430 o’clock p. m., the subcommittee adjourned to
meet, in executive session at 11 o'clock a. m., Wednesday, September
19, 1917, in the room of the Committee on Finance of the Senate.)
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