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LETTER OF TRANSMITTAL 
WASHINGTON, D. C., April 23,1956. 

DEAR h l ~ .  PRESIDENT: Your Commission on Veterans' Pensions, estab- 
lished by Executive Order No. 10588, of January 1955, herewith submits 
its final report, including findings and recommendations. The Commis- 
sion has attempted to carry out the instructions contained in your letter 
of March 5, 1955, to the chairman, and the timing is in accordance with 
the approved extension of the completion date. 

Existing veterans' benefit programs on the whole are working well and 
are being soundly administered. Veterans as a group are better off economi- 
cally than nonveterans. The Commission was especially impressed with 
the recent trend away from the old backward-looking pension philosophy. 
The present practice of assisting the veteran in his immediate readjustment 
to civil life is much more effective. A veteran now receives help when 
he needs it most. 

While the general situation is good, the Commission's studies did reveal 
some important weaknesses and inequities that can and should be corrected. 
One of the most serious is that under some of the programs benefits are not 
being channeled sufficiently to those who have sacrificed the most or whose 
needs are greatest. There is also a decided need for long-range program- 
ing and for coordination between related programs, especially between the 
veterans' non-service-connected pension program and the general social 
security programs. 

The Commission endeavored to base its conclusions on factual data. 
Since many of the necessary data were not available, a number of extensive 
surveys and special studies were undertaken. These covered the economic 
and social condition of veterans, their special problems, and the effective- 
ness of present benefit programs. The factual data assembled will be gen- 
erally available when the various factfinding studies are published as later 
parts of the report. 

The Commission also secured the views of the veterans' organizations. 
At the outset they were requested to submit suggestions and recommenda- 
tions. Later, extended conferences were held with representatives of the 
major organizations. 

We hope that the information collected will be used for the development 
of more effective and better coordinated programs for veterans. We also 
hope our report will contribute to a better understanding of veterans' affairs 
by all the people. Now that one-half of our whole population consists of 
veterans and servicemen and their families, and Federal veterans' expendi- 
tures are $4.5 billion annually, our national policy toward veterans concerns 
every citizen. 



The Commission wishes to acknowledge its great debt to the Veterans' 
Administration, Department of Defense, Department of Health, Education, 
and Welfare, and Department of Labor, for their wholehearted coopera- 
tion. These agencies all furnished valuable background information, made 
extensive studies, and loaned personnel. We wish also to acknowledge 
tke valuable assistance received from other agencies, including the Bureau 
of the Census of the Department of Commerce, Bureau of the Budget, Civil 
Service Commission, and General Accounting Office, and from the chair- 
man, Committee on Veterans' Affairs, House of Representatives, and the 
committee staff, in the printing of the report. 

Respectfully yours, 
OMAR N. BRADLEY, Chairman. 
CLARENCE G. ADAMY. 
WILLIAM J. DONOVAN. 
PAUL R. HAWLEY. 
MARTIN D. JENKINS. 
THEODORE S. PETERSEN. 
JOHN S. THOMPSON. 
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HIGHLIGHTS OF THE COMMISSION'S FINDINGS AND 
RECOMMENDATIONS 

The state of veterans' affairs in the United States is on the 
whole good. After many years of trial and error this country has 
developed reasonably successful methods for meeting the needs 
of its veterans. 

Veteians today are better off economically than nonveterans 
in comparable age groups. About 2 million disabled veterans 
are receiving liberal disability compensation and are in relatively 
good economic circumstances. The survivors of servicemen who 
died in line of duty and of veterans deceased from war causes 
are generally receiving adequate benefits. The readjustment 
programs are effectively assisting newly discharged war veterans 
to overcome their temporary handicaps. 

The veterans' programs, however, are not perfect. Much re- 
mains to be done by way of improvements along forward-looking 
and constructive lines. The dominant problems are the carry- 
over from past decades of a backward-looking pension philosophy 
and our failure to adjust the existing veterans' programs to fun- 
damental changes in our society. 

Basic changes in military, economic, and social conditions have 
outmoded early conceptions of veterans' benefits. The Service- 
men's Readjustment Act of 1944, which provided the assistance 
ex-servicemen needed most and at the time their need was great- 
est, began a new era. The expansion in general social security 
protection for veterans and nonveterans alike, enables the Gov- 
ernment to meet the needs of veterans more effectively than was 
possible in years gone by. Our philosophy of veterans' benefits 
must accordingly be modernized and the whole structure of 
traditional veterans' programs brought up to date. 

War service in the Armed Forces imposes many special handi- 
caps on those who serve. War sacrifices should be distributed as 



equally as possible within our society. This is the basic function 
of our veterans' programs. 

The Government's obligation is to help veterans overcome 
special, significant handicaps incurred as a consequence of their 
military service. The objective should be to return veterans as 
nearly as possible to the status they would have achieved had 
they not been in military service. 

Within the veterans' programs emphasis should be placed on 
those programs which take care of the needs arising directly out 
of military service. Particular emphasis should be placed on 
rehabilitating the service-disabled and maintaining them and 
their survivors in circumstances as favorable as those of the rest 
of the people. Their needs must be filled adequately arid even 
generously. 

More stress should also be placed on providing benefits for 
those who sacrificed most and who need help most. The Com- 
mission found instances in which assistance is not being chan- 
neled as much as it should be to those who are in greatest need, 
particularly in the service-connected disability compensation and 
the non-service-connected pension programs. Thus while the 
present programs are on the whole doing a good job, the Commis- 
sion believes they will be more effective if the emphasis is shifted 
toward assistance for those whose needs are greatest. 

For the great majority of veterans, military service entails only 
temporary handicaps, which the Government as a matter of 
equity should also help overcome, when they are significant, 
through readjustment assistance. 

Veterans have many other needs not connected with military 
service, which continue after they are through with readjust- 
ment-needs that are more or less common to all people. In the 
opinion of the Commission, veterans with no service-connected 
disability after readjustment should be considered to be in the 
same category as citizens who are not veterans. 

In the last two decades our country has developed important 
programs for the economic security of all the people. Gradually 
these programs are assuming the burden of filling the general 
needs which special veterans' non-service-connected pension pro- 

grams filled in the past. These general programs are not, how- 
ever, complete and sufficiently comprehensive at present. 

Under our present social system we accept a responsibility to 
provide economic assistance for needy citizens who are disabled 
and unemployable. It can be assumed, therefore, that any vet- 
eran in this category will be given assistance through some public 
agency. While the Commission fails to see how a veteran with 
no service-connected disability is, after readjustment, entitled to 
treatment substantially different from nonveteran citizens, it 
recognizes that disability protection under the general social se- 
curity programs is still inadequate. The Commission, therefore, 
believes it is appropriate to continue assistance to veterans who 
are disabled from non-service-connected causes through the 
medium of the veterans' pension program, as long as the benefits 
are based entirely on need and are in line with the amounts pro- 
vided under the general social security programs. This can be 
done satisfactorily if the two sets of programs are coordinated so 
that each properly complements the other. 

The Commission's proposals with respect to non-service-con- 
nected pensions would provide increased benefits for badly dis- 
abled veterans with family responsibilities. These proposals 
would likewise extend the coverage of these programs to more 
needy families of veterans. 

The Commission believes that in our rapidly changing society, 
maintenance of an effective and consistent Federal system of 
veterans' benefits will require more positive leadership by the 
Veterans' Administration. The veterans' programs have reached 
such magnitude, and their impact on the whole people is so 
great, that they can no longer be run in isolation, but must be 
coordinated with other Government programs. The status of 
the Administrator of Veterans' Affairs in the executive branch 
should be raised and he should exercise a greater role in the 
formulation of veterans' policies in the executive branch. To 
discharge this responsibility properly he should have more ade- 
quate facilities for research, planning, and program analysis, so 
that the needs of veterans and the effectiveness of veterans' pro- 
grams will be analyzed on a continuing basis. At the presiden- 
tial level, also, there is need for better machinery for interagency 



coordination of veterans' programs and policies. Improved or- 
ganization for policy development will help keep the veterans' 
programs in concert with America's growth-not only economi- 
cally, but socially as well. 

Our present veterans' programs have grown up through three 
periods of American history. The first extended from the Revo- 
lutionary War to the decade before World War I. In this 
period, disability and death compensation for service-connected 
cases constituted the mainstay programs. Only mustering-out 
pay and land grants were provided to assist ex-servicemen upon 
separation. When these veterans grew older there were no 
general social welfare programs to aid them. The needy were 
compelled to appeal for charity or reside as paupers at local 
poorfarm or almshouse. To rectify this situation, veterans' pen- 
sions were enacted to provide economic assistance for ex-soldiers 
regarded as deserving by virtue of former war service. 

The second period of development dates from the beginning 
of World War I to 1940. During this period the earlier death 
and disability-compensation benefits were continued and im- 
proved. Meanwhile, a number of constructive and forward- 
looking elements were introduced into the veteransy-benefit pro- 
grams. These included the provision of life insurance, better 
medical care, and vocational rehabilitation for disabled veterans. 
During this period the country again failed to give adequate 
assistance to the ex-servicemen newly returned to civilian life, 
at the time when they most needed help. So pensions were 
again enacted. Moreover, in the 1930's a substantial bonus was 
paid to make up for previous inadequacies. 

The third period of development began with World War 11. 
Most of the earlier veterans' benefits were continued and ex- 
panded, and many were added. Significant innovations were 
made by the Servicemen's Readjustment Act, which made timely 
and effective assistance available to all veterans returning to 
civilian life. Also during this period the general social-security 

programs began to mature. Important steps toward providing 
veterans basic income-maintenance protection were taken when 
military service was made creditable under the general old-age 
and survivors insurance system (OASI ) . 

BASIC FACTORS 

Significant changes have taken place in our society in recent 
years--changes which fundamentally affect the special veterans' 
programs. The Commission's studies produced the following 
general conclusions : 

1. Veterans and their families will soon be a majority.-In 
1940 there were only 4 million war veterans; there are now over 
22 million in civilian life. In 1940 veterans and their families 
represented only 11 percent of the whole population. Today, 
veterans and their families number 75 million and constitute 
45 percent of our total population-49 percent if those still in 
the Armed Forces and their families are included. 

2. Conditions of military service have changed for the better 
since the Civil War.-Care, pay, and the civilian usefulness of 
service training have improved greatly in recent periods. Use 
of selective service has brought about a more equitable distribu- 
tion of sacrifice. Mortality in battle and from disease has been 
reduced to a small fraction of the earlier rates. Soldiers, sailors, 
and airmen are employed in an increasing proportion of military 
occupations which have civilian counterparts and transferable 
skills. Special training in military service has correspondingly 
increased. Rates of military compensation have been brought 
more into line with pay for competitive jobs in industry, particu- 
larly since the Career Compensation Act of 1949. New benefits 
have been added and others improved since the Spanish-Ameri- 
can War. 

3. Changes in our national-security requirements and in  the 
nature of warfare are forcing us to reshape our traditional con- 
cepts of military service as the basis for special privilege and 
benefits.-For the first time in our history it has become necessary 
to maintain substantial Armed Forces and to use conscription 
in peacetime. An even more drastic factor is foreshadowed by 



the changing nature of warfare and the increasing potential of 
weapons. Modern wars impose ordeals upon the whole society 
and endanger the civilian populace as well as the military forces. 
The disparity of risk and sacrifice which once distinguished rnili- 
tary man from civilian has been greatly reduced. 

4. The basic needs of all citizens, veterans and nonveterans 
alike, for economic security are being increasingly met through 
general Federal, State, and private programs.-Since 1935 the 
Government has established comprehensive social security pro- 
grams to give the great majority of our people basic protection 
against the economic hazards of old age, early death, and (to a 
limited extent) disability. Although these programs do not yet 
give 100-percent coverage, most people are now assured protec- 
tion against many common economic risks. At the same time the 
Government has assumed a positive responsibility to help main- 
tain a stable and growing economy. 

Estimated income-maintenance payments under public pro- 
grams alone, excluding veterans' benefits, have increased from 
$2 billion in 1940 to over $1 1 billion in 1955. (See chap. IV. ) 
The Commission's studies developed projections to $18 billion 
by 1965, and to nearly $30 billion by 1985. These general in- 
come-maintenance expenditures will benefit veterans and their 
families as well as the general population. 

5. Veterans today are better of economically than nonveter- 
ans in similar age groups.-There are more veterans in higher 
income groups and fewer in lower income groups, proportion- 
ately. This is equally true of the younger World War I1 and of 
the older World War I veterans. Veterans are higher on the 
occupational ladder than nonveterans in comparable age groups. 
They are also better educated, particularly in the case of World 
War I1 and Korean conflict veterans who received educational 
and training benefits. (See chap. 111.) 

6. The United States today has the most liberal and compre- 
hensive veterans' benefit programs in the world.-The growth in 
the veteran population in recent years has been accompanied by 
great expansion in the scope of veterans' programs and by con- 
tinued liberalization of their provisions. Veterans' expenditures 

for all purposes increased from $560 million in 1940 to $7.4 
billion in 1947 and are now at the rate of $4.5 billion per year. 
Under laws now in effect they will rise again to a level of about 
$6 billion annually toward the end of the century. Since outlays 
for readjustment benefits will go down, this increase will be 
attributable entirely to non-service-connected pensions. 

If the laws were liberalized, the rise in veterans' expenditures 
would be tremendous. Our veteran population is so large that 
by the end of the century the United States would be spending 
nearly $15 billion annually for veterans' programs, if a service 
pension of $100 monthly at age 65 were enacted for our present 
war-veteran population and general benefits for widows were 
provided, 

Last year, Federal veterans' benefits cost $27 for each man, 
woman, and child in the United States-or about $95 for the 
average family. If precedent should be followed and service 
pensions enacted for veterans of recent wars, the per capita cost 
of veterans' programs, on the basis of our increased population, 
would rise to $47 by 1985, or to about $165 per family. Even 
if our national income continues to grow at the present rate, in 
1985 such liberalized veterans' benefits would take a much larger 
proportion of it than they do now. (See chap. IV.) Since 
veterans now constitute two-fifths of our workers and their in- 
comes are higher than average, the veterans as a group them- 
selves bear much of the cost of veterans' benefits. 

GUIDELINES FOR THE FUTURE 

Special programs for veterans have served and will continue 
to serve a most constructive purpose in our society. I t  is well 
recognized that special provision should be made for those who 
are injured or substantially handicapped as a result of wartime 
military service. However, survey data show that the over- 
whelming proportion of veterans believe that non-service-con- 
nected benefits should not be generally provided. 

Our present structure of veterans' programs is not a "system." 
I t  is an accretion of laws based largely on precedents built up 
over 150 years of piecemeal development. The public at large 
has taken little interest and the laws have been enacted in re- 



sponse to minority pressures. Most of these programs are sound 
and are effectively carrying out useful purposes. Others, how- 
ever, are in urgent need of revision and modernization, to bring 
them in line with the basic changes which have occurred and 
are still occurring in our society. 

There is, at present, no clear national philosophy of veterans' 
benefits. This Commission has endeavored to develop a philos- 
ophy and guiding principles, on the basis of which our national 
obligation to veterans can be discharged generously. These 

principles, which are discussed in chapter V of the report, may 
be summarized as follows : 

1. Veterans' benefits are a means of equalizing significant sac- 
rifices that result directly from wartime military service. I t  
would be wholly unfair to place the entire burden of wartime 
sacrifices upon those who are selected or who volunteer to serve 
in the Armed Forces. The Government should do everything 
within its power to distribute the burdens of war service as 
equitably as possible. Veterans' benefits are one means by which 
society attempts to ameliorate the human tragedy of war and 
distribute its burdens. 

2. Military service in time of war or peace is an obligation of 
citizenship and should not be considered inherently a basis for 
future Government benefits. Our national survival requires 
that every citizen do his part and make whatever contribution 
is required of him. 

The performance of the duties of citizenship cannot be ex- 
pected to be painless or free from sacrifice. Military service, in 
particular, may require sacrifice on the part of those who serve. 
This does not mean that it must 'be rendered without fair pay 
or redress for major handicaps or for injuries. However, it 
cannot justifiably be contended that all sacrifices, however small 
and transient, by those in the Nation's military service should 
establish entitlement to monetary claim and special privileges. 

3. The service-connected needs of ex-servicemen should be 
accorded the highest priority among the special programs for 
veterans. The service-connected compensation and death bene- 
fits should be liberal, even generous. 

The rehabilitation of disabled veterans and their reintegration 
into useful economic and social life should be our primary ob- 
jective. Those who are disabled should be given priority for 
constructive assistance through rehabilitation as well as com- 
pensation. 

Readjustment benefits to help newly discharged wartime vet- 
erans overcome service handicaps have proved their worth when 
these programs have been properly devised and used. Timely 
assistance on a temporary basis to help wartime veterans become 
self-sufficient and productive members of society is an effective 
alternative to the backward-looking, less constructive "old sol- 
diers" pensions. Education and training and related readjust- 
ment benefits are now recognized as the best way of discharging 
the Government's obligation to the nondisabled. Such a pro- 
gram not only benefits the veterans but contributes to the sta- 
bility of the society during the period of mass demobilization. 
Successful readjustment should place the veteran on a'postwar 
footing equal to or better than that of those who were not in 
service, and eliminate any need for treating him throughout the 
rest of his life as a handicapped or privileged citizen. These 
readjustment aids fill service-connected needs and in priority 
stand next to the compensation benefits. 

Veterans have many needs which are not connected in any 
way with their military service. In  the past veterans' pensions 
pioneered in the field of social welfare, but today our society 
has developed comprehensive means for meeting most of these 
needs. Long strides are being made in closing remaining gaps, 
and the non-service-connected benefits accordingly should as- 
sume a "reserve-line status." 

4. We should have a positive national policy toward veterans' 
programs. An important lesson learned from our experience 
over the last 150 years is that the problem of veterans' benefits 
must be squarely and promptly met immediately after the end 
of a war. Timely and adequate assistance must be provided to 
alleviate the war-incurred handicaps of servicemen as soon as 
possible after separation. 

5. Our national policy toward veterans should b developed 
through widespread and realistic public discussion based on com- 
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plete and continuing factual information about the relative eco- 
nomic and the social status of veterans in our society. The 
Government should develop and maintain a rounded research 
program so basic comparative information on the condition of 
veterans and nonveterans will always be available. 

6. Veterans with equal handicaps should have equal treat- 
ment. We should critically reexamine past precedents and avoid 
providing benefits on a piecemeal basis or on the basis of unusual 
cases. Providing compensation on a uniform basis to people 
with equal handicaps is the best possible way to discharge our 
obligation to them. Fair and equal treatment of all veterans, 
disabled and nondisabled, according to their service-connected 
needs, should be the guiding principle in all our programs. 

7. The benefits paid to veterans with similar needs must in 
most programs be uniform throughout the country. Geographic 
or industrial variations in money incomes, wages, and living 
standards, however, must be given weight in determining the 
national rates of various benefits. The rates should not be set 
SO high as to undermine incentive for productive activity nor so 
low that they fail to meet minimum needs. Benefit levels should 
be consistent with those in other public programs with similar 
functions. 

8. Each generation must be forward-looking and willing to 
bear its own responsibilities. I t  is a mistake nationally, and a 
disservice to veterans who genuinely need assistance, to adopt 
benefits that place on the shoulders of future generations a 
greater share of the obligations than we are prepared to shoulder 
today. We should take a careful long-range look ahead to avoid 
the adoption of benefits which will be socially and financially 
unsound in future years. In veterans' programs particularly, 
the initial cost of a program is not a good indicator of its ultimate 
growth or size. 

9, We should keep the whole range of our national needs in 
perspective. We ought to make sure that the service-connected 
needs of our veterans are fully met. However, it would be dan- 
gerous to overemphasize veterans' non-service-connected bene- 
fit programs at the expense of essential general programs. Social 

institutions are always changing and veterans' programs are no 
exception. Our objective throughout should be to promote not 
only what is best for the veteran, but also what best serves the 
interest of the Nation. What best serves the Nation in the long 
run will be in the best interest of the veterans. 

MAJOR PROGRAMS 

Service-Connected Disability Compensation 

The Veterans' Administration disability-compensation pro- 
gram on the whole is operating well. Total incomes, including 
VA compensation, of disabled veterans compare favorably with 
those of the nondisabled. Of the 2 million veterans on the rolls 
at present, more than one-half are rated as disabled 10 and 20 
percent, so their earning capacity is not greatly impaired. Six 
percent are rated as totally disabled. Of all the disabled, only 
25 percent have disabilities which were incurred in combat zones. 
The basis of the disability compensation program--compensa- 
tion for average impairment of earning capacity-is sound and 
should be continued as the major factor. 

Revisions of the compensation system have never reached the 
core of the problem. The Commission's studies show that the 
rating standards, presumptions, and followup procedures have 
many inconsistencies and are not in line with present-day medical 
science. The progression of ratings from degree to degree does 
not accurately reflect differences in capacity to earn or in longev- 
ity. The rates of compensation for those rated totally disabled 
appear inadequate. There is an overemphasis on obvious dis- 
abilities in comparison with equal disabilities which are not so 
evident. Consideration should be given to incorporating the 
statutory awards within a comprehensive rating scale that will 
encompass economic, physical, life impairment, and other 
factors. 

The disability benefits programs of Government agencies are 
expanding. Various disability programs affect veterans, but 
there appear to be great differences in philosophy and purpose. 
There is a need for better coordination and for common stand- 
ards on a governmentwide basis. 



The need for coordination is only part of the problem. There 
are instances in which more than one program applies to the 
same category of people. For example, since 1949 a substantial 
overlap has developed in the VA disability-compensation pro- 
gram and the military-disability retirement program. 

Monetary compensation is but one phase of the Government's 
responsibility to the disabled. The objective should be to restore 
every disabled veteran to a useful place hi our economy and 
society. Effective rehabilitation offers the greatest possibility 
for further improvement in the Government's programs dealing 
with the disabled. All disability programs should be oriented 
toward effective rehabilitation. 

Service-Commected Survivor Bemefits 
The survivor benefits have been under almost continuous study 

for a number of years both in the executive branch and in the 
Congress. The piecemeal growth of six different programs 
through the years has produced an uncoordinated and complex 
situation in this field. As a result, benefits for many families are 
relatively large, wh;le in other cases, particularly for career offi- 
cers, they are inadequate. A bill pending before Congress (H. 
R. 7089) would provide a more uniform and equitable system of 
survivor benefits, with appropriate recognition of attained pay 
level. This legislation is highly desirable from a career incen- 
tive standpoint in a free and competitive society. 

The Commission strongly approves the system of survivor 
benefits that would be established by H .R. 7089. 

Readjustmemt Bemefik 
The Servicemen's Readjustment Act of 1944-better known 

as the GI bill-opened a new and hopeful chapter in veterans' 
programs. I t  created a comprehensive system of benefits to 
assist veterans in reestablishing themselves in civilian life. This 
approach, which provides constructive assistance when it is most 
needed, is now generally recognized as the best way to meet the 
Government's obligation to nondisabled war veterans. 

Except for land grants and mustering-out pay, veterans of early 
wars received little help in adjusting to civilian life. Vocational 

rehabilitation for disabled veterans of World War I was a step 
in the right direction. 

Veterans of World War I1 and the Korean conflict have had 
access to a wide variety of benefits: Mustering-out pay for every 
man; cash income during unemployment; assistance in obtain- 
ing new jobs or reinstatement in former jobs; opportunities for 
education or training at Government expense; and special loan 
programs to assist in purchasing homes, farms, or businesses. 

The program as a whole recognized that individual readjust- 
ment needs would differ. Individuals were free to use those 
benefits which best met their problems. The benefits were in- 
tended to provide help during the period just after discharge 
from service, and to accomplish their purpose within a limited 
time, thus putting the veteran in a position where he would have 
no need for aid as a veteran in later life. 

Four out of five World War I1 veterans used major readjust- 
ment benefits. By and large, the kind and amount of benefits 
adequately met the real needs. The World War I1 pi-ogram was 
not perfect. Some benefits were used unwisely and others were 
ineffective. Most of these weaknesses were corrected over the 
years. They have been largely overcome in the present pro- 
grams for Korean conflict veterans, although improvements are 
still possible, particularly in the loan-guaranty program and cer- 
tain types of training benefits. 

The Readjustment Act approach proved more effective than 
would have any system of uniform monetary payments to all 
veterans. As a group, the veterans for whom the two GI bills 
were adopted reestablished themselves successfully in civilian 
life. Their economic status, by objective measurements-in- 
come, occupation, home ownership, or steady employment- 
compares favorably with that of nonveterans of similar age. 

Plainly, the expenditures for readjustment benefits were a 
sound investment. The readjustment program as a whole has 
fully discharged the Government's obligation to nondisabled 
veterans and has provided benefits that in many cases more 
than balanced any handicaps resulting from military service. 
The Nation, too, has gained. Education and training benefits, 
in particular, helped overcome what should otherwise have been 
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a serious deficit in education. The successful absorption into 
our economy of 10 million veterans during a single year after 
World War 11, with relatively little friction or distress, was 
largely due to the GI bill. 

Peacetime Ex-Seruicemm 
One of the most fundamental and potentially far-reaching 

questions considered by the Commission was whether and in 
what form readjustment, disability and related benefits should 
be provided for ex-servicemen and women who have had only 
peacetime military service. A continuation of selective service 
in the present cold-war situation, inevitably means that a sub- 
stantial proportion of those who serve in the Armed Forces 
undergo an interruption of their normal pattern of civilian life. 

The significance of this issue arises from the fact that our 
country may have to maintain substantial Armed Forces for an 
indefinite period. The Commission's projections indicate that 
if an armed strength of 3 million with an annual turnover of 
700,000 is continued, there will be, by the end of this century, 
26 million living peacetime ex-servicemen. This problem re- 
quires careful evaluation of the adequacy of military service in 

' 

peacetime as a criterion for the extension of special educational 
and related benefits. Provision of benefits on this basis would 
have profound long-range effects on our society. 

Under present-day conditions, military service in itself-es- 
pecially if it is reasonably compensated-cannot continue to 
serve as a basis for special privilege. The young citizen must be 
prepared to serve in the Armed Forces as a matter of course, and 
under a permanent program he can plan for such service. 

In keeping with this approach the Commission believes that 
the Government's postservice obligation to peacetime ex-service- 
men should be limited to compensation and assistance for such 
significant disabilities as may arise directly out of military service, 
and to provision of the usual benefits to which any employee 
would be entitled. Under present circumstances of military 
service, the Commission believes the Government should provide 
the following major benefits to peacetime ex-servicemen: Serv- 
ice-connected disability and death compensation at the same 

rates as for wartime servicemen; medical care for service-con- 
nected disabilities; reemployment rights; and unemployment 
compensation on a basis comparable to that given Federal civil- 
ian employees. Vocational rehabilitation should also be pro- 
vided to those disabled in service through the Federal-State 
vocational rehabilitation program, on a priority basis; with the 
Federal Government bearing 100 percent of the cost. 

The present selective service deferment policies allow all young 
men who so desire, to complete high school and also permit col- 
lege students, who demonstrate ability, to complete their college 
education before induction. Military service is reasonably well 
compensated and there are substantial opportunities for training 
and useful experience while in the Armed Forces. The Com- 
mission believes that under such conditions military service does 
not involve sufficient interruption to the educational progress 
of servicemen to warrant a continuation of a special educational 
program for them. 

There is an immediate and growing national need for highly 
educated and skilled personnel. This is a general problem and 
not one primarily due to the existence of compulsory military 
service. The solution should be achieved on a broad basis and 
not through a program open to a special group. The Commis- 
sion believes that if this national need is to be recognized by 
the Federal Government, any assistance provided should be on 
a basis of the ability of all qualified aspirants, civilian as well 
as ex-servicemen. 
Non-Service-Connected Disability a d  Death Pmsions 

Non-service-connected pension programs for veterans have ex- 
i*ed for nearly 140 years. While not related to needs arising 
out of military service, they have been justified on the basis of 
war service. Fostered by organized pressures on behalf of vet- 
erans, they have pioneered in the field of social welfare and have 
kept "old soldiers" and their families from destitution. They 
represent perhaps the earliest effort by the Government to pro- 
vide honorable protection against the loss of family income due 
to age, disability, or death. 

Importdnt changes in our society have recently come about 
which fundamentally affect the justification for veterans' pen- 



sions. A practically universal social-security system protects 
veterans and nonveterans alike against the ordinary rislts of life. 
Consequently, the veterans' pension program needs reorientation 
in its scope and direction. 

Properly alined with the old-age and survivors insurance 
(OASI) and other general welfare programs, the pension pro- 
gram can continue to serve a useful purpose for the time being 
by providing veterans a "reserve line of defense" against eco- 
nomic need. The aim should be to provide protection to war 
veterans and their dependents whose minimum needs are not 
met by OASI. Thus, the veterans' pension program has a hold- 
ing mission to perform: To fill gaps in the general social-insur- 
ance programs, without duplicating them, until such time as 
those "falling through the meshes" wi:l be few and their residual 
needs can be met acceptably by public assistance. 

The Commission recommends that the veterans' pension bene- 
fits be coordinated with those payable under OASI, which now 
covers 9 out of 10 veterans and nonveterans. It  is proposed that 
this be done by maintaining a separate veterans' pension pro- 
gram, but changing the present eligibility standards to take ac- 
count of all income, including OASI but not public-assistance 
payments, as resources in determining need for a pension. Ac- 
cordingly, veterans' pensions would supplement the income of 
the eligible beneficiaries from OASI and other sources up to a 
guaranteed minimum. 

The Commission believes that the objective of the veterans' 
pension program should be to provide the greatest assistance to 
those who are most in need. At present the program does not 
always accomplish this. Current limits on outside income oper- 
ate on an inequitable all-or-nothing basis and discourage pro- 
ductive work on the part of pensioners approaching these limits. 
As measures of need, present income limits are too high and 
result in payment of tax-free pensions to persons who are not in 
genuine need. 

The Commission recommends that in c lace of the present - - 

limits on outside income, a realistic test of need based on the 
standards carefully worked out under the Federal-State public- 

assistance programs be used. It  also recommends that the pen- 
sion benefit should be on a sIiding scale with only a partial offset 
for earned income, so that pensioners will have an incentive to 
work and will not lose their entire pension because they earn 
a small amount. In view of the basic character of the OASI 
system, the gratuitous pension benefits should not exceed com- 
parable benefits which will be paid by OASI when it reaches 
reasonable maturity. 

The Commission also recommends that other eligibility con- 
ditions be adjusted to shift emphasis toward providing assistance 
for those who need it most and doing so in the most constructive 
fashion. In keeping with this policy, a disability of at least 30 
percent should be required at ages below 70, and procedural 
arrangements should be established so that applicants for bene- 
fits will be served by the Federal-State Employment and Voca- 
tional Rehabilitation Services. Only those found incapable of 
rehabilitation and unemployable should be eligible for a pen- 
sion bringing their income up to the level underwritten by the 
Government. 

Benefits should take account of family responsibilities, and 
resources available should 'likewise be determined on a family 
basis. In line with present Federal-State public assistance stand- 
ards, a guaranteed income of, for example, $70 per month for 
a single veteran and $105 per month for a veteran with a wife, 
would currently meet the stated criteria for the majority of 
cases. Rates and limits for widows and orphans should be 
correspondingly adjusted. 

Administration 
Sound programs to serve the welfare of veterans will be de- 

veloped in the future only if their needs are fully understood and 
measured. The administration of veterans' programs cannot be 
forward-looking unless the Administrator of Veterans' Affairs 
has at hand the necessary facts about the effectiveness of his 
programs and their relationship to the total structure of benefits 
which other agencies provide. 

The Commission believes that the Administrator should have 
improved facilities for the analysis and review of the many large 



programs which he administers so that he can manage them 
effectively and also be equipped fully to advise the Congress and 
the President on policy issues. At the same time, limits and 

1 procedural safeguards should be placed on the exercise of the 
broad and unchecked authority now delegated to the Admin- 
istrator. 

Adequate and economical service to veterans by the Federal 
Government also requires improvement in the machinery for 
top-level coordination on a governmentwide basis of the various 
programs which serve veterans directly or indirectly. This ma- 
chinery is necessary not only to assure that these programs oper- 
ate in a coordinated framework, but also to enable the executive 
branch to provide more adequate information to the Congress. 

No group of people in a year's time can hope to provide all 
the final answers to the complex problems involving veterans' 
benefits. The subjects touched on are deeply colored by emotion 
and tradition; they have been the cause of many debates in the 
past and will doubtless cause many in the future. Insofar as 
possible, the Commission has tried to limit the area of debate by 
resting its own conclusions on basic facts. Some of the most 
important of these facts are new-disclosed by the Commission's 
own research projects. Other facts were developed by other 
researchers and brought into the veterans' benefit picture for the 
first time by the Commission. 

I t  is the hope of the Commission that these primary facts, aug- 
mented by continuing research, will lead to a more equitable and 
rational system of veterans' benefits-ne adjusted to the real 
needs of veterans on the one hand, and to the requirements of a 
healthy national economy on the other. The Commission's rec- 
ommendations have been made in this context. It has kept fully 
in mind, in all of its deliberations, that it is dealing directly with 
the welfare of almost half of the population who are either 
veterans or the dependents of veterans. I t  has also been mind- 
ful that the welfare of the nonveteran half of the population is 
concerned almost as directly. 

PART 11. 

THE COMMISSION'S 

FINDINGS AND 

RECOMMENDATIONS 



Chapter I 

INTRODUCTION: A NEW ERA IN V E T E W S '  
BENEFITS 

The veterans' benefits programs have served a constructive 
purpose for many years. The United States has the most liberal 
and comprehensive benefits for veterans of any country in the 
world. The duty of this Commission has been to examine these 
programs to see how they might be made to work better, in light 
of the present-day needs of veterans and their growing number. 

One overriding conclusion emerges from the Commission's 
studies. As a people we have entered a new era in meeting the 
problems of veterans. Changes of great and fundamental im- 
portance have occurred. These events are forcing us to clarify 
the nature and the scope of our public responsibility to veterans. 

As the facts emerged from the Commission's background 
studies, certain striking changes involving veterans and society 
at large were seen to be dominant in an up-to-date appraisal of 
veterans' benefits. 

One change is in the growing number of veterans. Most of 
the precedents in this field developed during periods when vet- 
erans and their dependents were a relatively small minority of 
the population. Today there are 22 million veterans in civil life 
and nearly 3 million persons in the Armed Forces. Since the 
beginning of World War I1 the number of veterans has increased 
fivefold. Servicemen, veterans, and their families now number 
approximately 81 million people-about 49 percent of the 
population. 

Other changes are constantly occurring in the provisions of 
veterans' laws. Over the past 15 years, in particular, these laws 
have been expanded and liberalized. Partly as a result of this, 
and partly as a result of the increase in the number of persons 
involved, veterans' benefits are now the third largest item in the 
expanded Federal budget. 



These programs have thus become an important factor not to 
just a small minority, but to our society as a whole. Veterans' 
benefits are now a significant force in our economy. Just how 
significant may be seen by looking at the estimated present value 
of commitments for pensions, compensation, and other benefits 
to our veterans under existing laws. These amount to some $140 
billion-a sum one-half the size of our total public Federal debt. 
Moreover, the Government's financial commitments to veterans 
are constantly being increased through laws to liberalize or add 
benefits. If pension proposals which are currently being seri- 
ously advocated were adopted, the magnitude of our Govern- 
ment's commitments for veterans' pension and compensation 
benefits in terms of present value, would literally be more than 
doubled and would exceed our Federal debt. For these reasons 
every citizen is concerned with the question of what our national 
policy to veterans should be. 

Another change having a direct bearing on the problems of 
veterans' benefits is the growth of the general social security pro- 
grams. In many ways these programs are designed to do for 
all the people what society once sought to do for veterans alone. 

Technological advances in such fields as medicine and voca- 
tional rehabilitation offer opportunities for a modern system of 
disability benefits which will remove inequities in the present 
system. 

Another new factor is the world political situation and its 
effect on our military posture. I t  is necessary to assume that 
for many years to come, we will have to maintain an expanded 
Military Establishment and to make large expenditures for na- 
tional defense, unlike in previous periods of relative peace. This 
makes it necessary to develop a policy regarding large numbers 
of peacetime veterans-something new in our history. 

In  the light of such changes, it is plain that the greatest of 
statesmanship will be required as we adjust our system of vet- 
erans' benefits to new conditions. The magnitude and scope of 
veterans' requirements will be so large in future years-if tradi- 
tional patterns are followed-that the moral and economic sta- 
bility of our whole society can be adversely affected. 

Executive Order 10588 which established the Commission on 
Veterans' Pensions specified its functions as follows: 

Functions of the Commission. The Commission is authorized and 
directed to make a comprehensive survey and appraisal of structure, 
scope, and administration of the laws of the United States providing 
pension, compensation, and related nonmedical benefits to veterans 
and their dependents, and it shall make recommendations to the 
President regarding policies which, in its judgment, should guide the 
granting of such benefits in the future. The Commission shall give 
particular attention to: 

(a)  Changes in basic military, social, fiscal, and economic factors 
in our society affecting the role of these benefits. 

(b) The conditions under which benefits should be provided to 
different categories of veterans. 

(c) The relationship of various veterans' benefits to each other 
to benefits for persons still in the military service, and to the broader 
social security and other benefits which are provided to persons with- 
out regard to their status as veterans. 

The President in his letter of March 5, 1955, to General Brad- 
ley further clarified the task of the Commission: 

DEAR GENERAL BRADLEY: The Commission on Veterans' Pensions, 
of which you are the Chairman, has been appointed by me to carry out 
a comprehensive study of the laws and policies pertaining to pension, 
compensation, and related nonmedical benefits for our veterans and 
their dependents. I would like the Commission, on the basis of its 
studies, to furnish me with a report, including recommendations re- 
garding fundamental principles, which I can use as the basis for making 
recommendations to the Congress for modernization of these benefits 
and clarification of their relationship to our broader Government social 
insurance and family protection programs. 

* t t * * 
* * * I t  is my desire that this Commission systematically assess the 

structure, scope, philosophy, and administration of pension, compensa- 
tion, and related nonmedical benefits furnished under Federal legisla- 
tion to our veterans and their families, together with the relationships 
between these benefits and others which are provided our citizens with- 
out regard to their status as veterans. The objectives of. this effort 
should be to bring up to date and correlate these benefits and services so 
that veterans and their survivors will receive equitable treatment con- 
sistent with the orderly development of public policy in this important 
area. 
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HOW THE PRESIDENT'S COMMISSION ON VETERANS' PENSIONS 
APPROACHED R S  TASK 

In undertaking its assignment of assessing our present policies 
toward veterans and developing recommendations for the future, 
this Commission has been dedicated to the belief that its recom- 
mendations could be sound and equitable only if they had a solid 
factual groundwork. 

Motivated by this belief, and in keeping with the directive from 
the President, the Commission developed a research program 
which would, with the limited time and funds available, provide 
the information most essential to the preparation of sound recom- 
mendations. This was done by organizing a series of research 
studies to assemble basic information. 

To acquire a broad understanding of the evolution and philos- 
ophy of existing programs, the Commission made arrangements 
for preparation of two broad background studies. One of these 
was a historical report on the evolution of the major veterans' 
programs, concentrated on the basic philosophies or purposes 
underlying these programs and describing the situations which 
gave rise to them. 

The second background project had as its purpose the assem- 
bling of general information bearing on issues affecting various 
more specialized programs. One of the most important parts 
of this project was a compilation of information by the Depart- 
ment of Defense on the changing conditions of military service 
from the Civil War to the present. The data supplied provided 
the Commission with a basis for determining in a factual and 
objective manner the extent to which military service handicaps 
servicemen, thus creating need for special veterans' benefits. 
Facts about the veteran population and expenditures for veter- 
ans in the past, together with projections for the future, were 
also assembled. In still another part, data were obtained from 
the Bureau of the Census and other sources on the comparative 
characteristics of veterans and nonveterans in corresponding age 
and occupational categories. Such information related to in- 
comes, employment, marital status, and other characteristics. 

The core of the Commission's work program consisted of in- 
tensive studies in three main fields : ( 1 ) Disability compensation 
benefits; (2 )  readjustment benefits; and (3) non-service-con- 
nected pensions. Research teams were assembled to prepare 
necessary background information in each of these areas. 

Although there have been many investigations and studies of 
particular aspects of veterans' programs, there has never been an 
across-the-board study specifically directed to evaluating the 
fundamental philosophy and purposes of the veterans' programs 
as a whole and to assessing their effectiveness. Descriptive sta- 
tistics on such items as numbers of beneficiaries and total expend- 
itures are plentiful. But the Commission found a dearth of 
factual data about the economic and social conditions of the 
recipients. 

Since the effectiveness of benefits in meeting the needs of bene- 
ficiaries is of primary importance, the Commission found it 
necessary to conduct a number of fact-finding field surveys. 
These provided basic information on the status of beneficiaries 
which would be used in appraising the effect of the various bene- 
fits, particularly in the disability compensation and readjustment 
categories. 

Compensation for service-connected disability intrinsically de- 
serves one of the highest priorities in the Veterans' Administra- 
tion. At present, it is the largest veterans' program. The 
fact-finding studies in this field proceeded from a number of 
starting points and utilized various professional skills. Under 
the law the disability compensation benefits paid by the Veterans' 
Administration are predicated upon average impairment of earn- 
ing capacity. The principal administrative tool for implement- 
ing this philosophy is the Veterans' Administration Schedule for 
Rating Disabilities. Since this schedule had its origin in the years 
immediately following World War I and was last thoroughly 
revised in 1945, the Commission undertook to determine whether 
disability benefits based on this schedule were equitable to dis- 
abled veterans. 

Because medical factors have a heavy weight in the disability 
rating and in the compensation process, the Commission gave 



particular attention to medical criteria in the schedule and to 
the related statutory awards and presumptions of service-con- 
nection. To obtain an up-to-date view on medical aspects of dis- 
ability compensation, the Commission obtained through an 
extensive questionnaire the views of 155 medical specialists, both 
in and outside the Government. This was supplemented by an 
actuarial study of the mortality of disabled veterans. 

To obtain an accurate picture of the economic and social 
characteristics of disabled veterans, the Commission conducted a 
scientific survey of a sample of 12,000 veterans now on the 
Veterans' Administration disability compensation rolls. Ques- 
tions related to how their disabilities affected them physically, 
economically, and socially. The results of this survey were cor- 
related with data on nondisabled veterans of similar age, educa- 
tion, and other characteristics. These data were obtained for 
the Commission by the Bureau of the Census through a special 
nationwide sample survey of 8,000 veterans. 

Along with these investigations into the medical standards 
and into the earning capacity of disabled veterans, the Com- 
mission examined the philosophy of the Veterans' Administration 
disability compensation program and its relationship to other 
programs, such as the military disability retirement system. I t  
also surveyed workmen's compensation programs, which in every 
State provide benefits in event of job-connected disability or 
death in industry, much as the Veterans' Administration pro- 
grams provide benefits for those disabled as a result of military 
service. 

In making a comprehensive investigation of the disability pro- 
grams, the Commission briefly surveyed the extent of medical, 
vocational, and rehabilitation benefits for veterans-particularly 
the relation between rehabilitation benefits and the medical and 
monetary disability benefits. The constructive potential of re- 
habilitation in assisting disabled veterans was a factor which 
guided much of the Commission's thinking regarding disability 
programs. 

Readjustment benefits also played an important part in the 
Commission's studies. These are a new but an extremely im- 

portant addition to the family of veterans' programs. There is 
no substitute for measures to assist newly separated wartime serv- 
icemen to return to their former jobs and their places in the 
community, and to equip them to take full advantage of oppor- 
tunities in our rapidly changing society. The timely assistance 
which was provided to World War I1 and Korean conflict vet- 
erans was a major step toward the solution of the veterans' 
problem-a problem which faced this country after each pre- 
ceding conflict but remained unsolved until World War II. 

While there have been numerous investigations of the readjust- 
ment programs, as provided in the so-called GI bills, the Com- 
mission found a dearth of factual information by which to meas- 
ure their real effectiveness. The Commission accordingly found 
it necessary to have the Bureau of the Census conduct the sur- 
vey-mentioned above--of 8,000 veterans to obtain information 
about their economic situation. I t  also used information avail- 
able from previous investigations of the World War I1 GI bill 
programs by Congress as well as data assembled by the Veterans' 
Administration. 

The Commission undertook to assay the importance of the GI 
bill programs for World War I I  and Korean conflict veterans. I t  
also deliberated at length over the question of whether veterans' 
benefits should be extended to the so-called peacetime ex-service- 
men who entered the Armed Forces after February 1, 1955, 
when entitlement to Korean GI bill rights was ended. 

Non-service-connected pensions have been historically the most 
widespread and costly of all veterans benefits. The Commis- 
sion's studies in this field were a major part of its work. They 
encompassed not only a survey of the origin and philosophy of 
pension benefits, but also a careful analysis of their potentialities 
in terms of fiscal, economic, and social factors, if the historic 
pattern of "service" pensions should be extended to our present 
and future veterans. Since no single benefit stands alone, the 
Commission paid special attention to the relationship between 
pension benefits and other veterans' programs, such as the read- 
justment benefits. I t  also studied carefully the relationship of 
veterans' pensions to the broader social and economic programs. 



Service-connected survivorship benefits also have a very high 
priority and have been under sustained study by the Congress 
and in the executive branch for several years. The present pro- 
grams are poorly coordinated, costly, and do not provide ade- 
quate protection for military personnel in higher ranks. The 
Commission reviewed the solution proposed in pending legisla- 
tion. I t  also made a careful study of Veterans' Administration 
insurance programs, which are related to pension as well as com- 
pensation benefits. 

The equitable discharge of the Government's obligation to its 
wartime servicemen requires clear foresight and the marshalling 
of all the Government's administrative resources. With our 
large veteran population, both the administration and the de- 
sign of programs for veterans must always take into account not 
only what is good for the veterans but what is good for the 
country. Only in this way will the public interest be fully 
served. The realization of this goal will not come by chance but 
must be carefully sought by organizing machinery in all parts 
of our Government with this objective in mind. Accordingly, 
the Commission undertook studies to ascertain what irnprove- 
ments might be needed in the organization of the Veterans' 
Administration as well as in the executive branch at large to 
foster the sound programing of veterans' benefits for the future. 
I t  also examined the powers of the Administrator of Veterans' 
AfTairs from the standpoint of their scope and their finality. 

Along with the foregoing major studies, the Commission as- 
sembled other information. A study was made of standards 
which might be used as criteria for determining the level of 
benefits under varying conditions. General statistical informa- 
tion was assembled into a ready reference source. The benefit 
provisions embodied in the various Federal and State laws were 
analyzed. In addition, with a view to clarifying the eligibility 
standards for veterans' benefits, a study was made of the eligi- 
bility provisions in various veterans' laws in instances where 
discharges are other than honorable. 

The various fact-finding studies prepared by the Commission 
are being published in a series of separate reports. 

Procedures Adopted by the Commissiorra 
One of the first principles adopted by the Commission was to 

make the greatest possible use 'of pertinent information already 
available in the Government and among the veterans' organiza- 
tions. Early in the work of the Commission, its staff attended 
extensive briefings by representatives of the principal agencies 
administering veterans' programs in order to learn how they 
operated and what factual information was available. There- 
after extensive contacts were made with these agencies as need 
arose. 

The Commission endeavored to obtain factual information 
from the veterans' organizations and to take their views into 
account. This was accomplished in three stages. Immediately 
after the first meeting of the Commission in March 1955, letters 
were sent to every approved national veterans' service organiza- 
tion requesting their views as to issues which the Commision 
should study and also asking for the submission of any available 
factual information bearing on such issues. The responses from 
these organizations were carefully analyzed. Then, in November 
1955 a second request for factual information was dispatched 
to five of the major veterans' organizations. Finally, toward the 
end of the Commission's work, arrangements were made for the 
staff of the Commission to brief the major veterans' organiza- 
tions regarding the principal factual findings of the Commis- 
sion, and then through a series of meetings for the Commission 
to obtain their views regarding possible solutions to basic issues 
which were under consideration. 

No group of people can hope to provide all the final answers 
in a year to the complex problems surrounding veterans' benefits. 
The subjects touched on are deeply colored by emotion and tradi- 
tion; they have been the cause of many debates in the past, and 
will doubtless cause many far into the future. Insofar as possi- 
ble, the Commission has tried to limit the area of debate by rest- 
ing its own conclusions as much as possible on basic facts. Some 
of the most important of these facts are new-brought to light 



by the Commission's own research projects. Other facts were 
developed by others and brought into the veterans' benefits pic- 
ture for the first time by the Commission. 

I t  is the hope of the Commission that these facts, augmented 
by further, continuing research, will lead to a more equitable and 
rational system of veterans' benefi twne adjusted to the real 
needs of veterans on the one hand, and to the requirements of a 
healthy overall economy on the other hand. The Commission's 
own recommendations have been made in this context. I t  has 
kept fully in mind, in all of its deliberations, that it is dealing 
directly with the welfare of almost half of the population who are 
either veterans or the dependents of veterans. I t  has also been 
mindful that the welfare of that half of the population which is 
nonveteran, is involved almost as directly. 

Chapter 11 

VETERANS BENEFITS: PAST AND PRESENT 

THE DEVELOPMENT OF VETERANS' BENEFITS IN THE 

UNITED STATES 

Veterans' benefits in the United States date from before the 
Revolutionary War-in fact from 1636 in the Plymouth Colony. 
The Nation has engaged in eight major conflicts, excluding the 
Indian wars, and a new cycle of veterans' benefits legislation has 
come in the aftermath of each. Precedent has weighed heavily 
in veterans' legislation. The benefits provided for veterans of 
each succeeding conflict were built upon those provided for 
their predecessors. The numerous benefits embodied in present 
laws represent the legislative accumulation of many years. 

Three Types of Veterans' BenefitJ 
In reviewing the history of veterans' benefits in the United 

States, it is helpful to group the benefits into three categories: 
Service-connected benefits are provided for veterans who are 

disabled as a result of their military service or for the dependents 
of veterans who die as a result of service. These include disabil- 
ity and death compensation benefits, medical and hospital care 
for injuries resulting from service, vocational rehabilitation for 
the disabled, and similar benefits. 

Readjustment assistance is provided to take care of any tem- 
porary handicaps which veterans have incurred as a result of 
military service. These benefits are designed to assist in the 
transition from military to civilian life. They include the mus- 
tering-out pay and land grants of earlier wars, and the more 
recent GI bill benefits, such as education and training, unem- 
ployment allowances, loan guaranty, and reemployment pref- 
erence. 



Non-service-connected benefits have been enacted, not by 
virtue of any needs arising directly from military service, but on 
the ground that the Government owes an obligation to those who 
were in military service during wartime periods. Pensions are 
the chief example in this category. Medical and hospital care 
for non-service-connected ailments, insurance not based on serv- 
ice-incurred disability, and burial benefits are also largely in this 
group. 

The Emergence of the Three Categories of Veterans' Benefits 
Throughout the history of the United States compensation 

benefits (for disability or death resulting from service) have been 
the backbone of the veterans' programs. They have been pro- 
vided on a timely basis for the veterans of every war, starting 
with the Revolution. In most cases they were introduced while 
the conflict was in progress. Although they were limited in 
coverage and meager in amount for the veterans of early con- 
flicts, the need for service-connected compensation benefits was 
not questioned. 

Non-service-connected pension benefits likewise date back to 
the Revolutionary War, although they did not appear until 1818, 
35 years after the Revolution ended. Such benefits have also 
been provided for veterans of every one of the major conflicts in 
which the United States has engaged. Historically, these pen- 
sions have been an outgrowth of the compensation benefits. 
Unlike the compensation benefits, which are payable only for 
disability or death traceable to service, non-service-connected 
pensions-as their name implies-are paid to wartime veterans 
on account of disability, age, or death in later civilian life from 
ordinary causes. 

Traditionally, pension laws have been enacted many years 
after the conflict to which they pertained. Usually the first 
postwar pension act granted payments to a limited group on 
account of age, or upon a showing of need or disability, or a 
combination of these factors. Eventually-usually 40 to 50 
years after the end of the conflict-these limited pensions grew 
into straight service pensions for all veterans or their surviving 
dependents, regardless of economic circumstances. Term-of- 

service requirements were so minimal as to exclude only the 
rawest recruits. In some cases (e. g., 1812) the veteran with 
only a few days' service could qualify. 

Readjustment benefits, by contrast with compensation and 
pensions, now exist as an innovation. Vocational training was 
first provided for disabled World War I veterans. Readjust- 
ment benefits for nondisabled veterans were also first provided by 
the Servicemen's Readjustment Act (GI bill ) of 1944. Muster- 
ing-out benefits, bounties, and land grants go back to the Revolu- 
tionary War and employment preference to the Civil War. 
However, those benefits were on a far lesser scale than the read- 
justment benefits provided to World War I1 and Korean conflict 
veterans. 

THREE PERIODS IN THE DEVELOPMENT OF VETERANS' PROGRAMS 
IN THE UNITED STATES 

The development of veterans' benefits in the United States 
may be divided into three chronological periods. The first, from 
the Revolutionary War to 191 7, marks the development of serv- 
ice-connected compensation and non-service-connected pensions. 
The second relates to World War I and is notable for an effort 
to solve the historic non-service-connected pension problem. 
The third, beginning with World War 11, encompasses a tremen- 
dous growth in the scope and liberality of veterans' programs. 
This period is significant not only for the introduction of the 
GI bill approach, but for the development and maturing of the 
general social security program which is closely related to the 
pension and compensation programs. 

Pre-World W a r  I Development of VeteransJ Benefits 
Compensation and pensions constituted the backbone of the 

benefits' system provided for veterans during the period before 
World War I. Many benefits of a lesser nature were added to 
the system from time to time during that period, but there was 
no attempt to make a fundamental change in the nature of the 
system. 



The Revolutionary War.-Compensation for the war-disabled 
was well established in colonial laws prior to the Revolution, and 
was provided for veterans of the Revolutionary War shortly after 
it started. The act of August 26, 1776, provided compensation 
for service-connected disability on the basis of half pay for life, 
or during disability, for every officer, soldier or sailor losing a 
limb in any engagement or being so disabled in service in the 
Continental Army or Navy as to render him incapable of earning 
a livelihood. Proportionate relief was promised to those only 
partially handicapped in earning a livelihood. Various changes 
were made in the benefits in 1782 and 1785. The rate set in 
1785 for a totally disabled enlisted man was $5 a month. An 
officer received half pay. 

Widows and orphans were first provided compensation by 
national enactment in a resolution of the Continental Congress 
adopted August 24, 1780. This resolution promised pensions of 
half pay for 7 years to the widows and orphan children of officers 
who died or should die in the service. I t  made no provision, 
however, for the widows and orphans of deceased enlisted men. 

Administration and payment of the foregoing benefits were 
necessarily in the hands of the several States inasmuch as the 
Continental Congress had no real executive power. Its own 
payments could be made only in its depreciated currency. 

The Revolutionary War was fought under the most adverse 
military, economic, and political conditions. The country was 
small in population, in area, and in wealth. Inflation was rife. 
The infant country had no tax system and very little credit against 
which it could borrow. Rapid depreciation of the currency 
seriously affected those serving in the Armed Forces. They were 
paid in paper money. This money sank lower and lower in 
value. The $80 mustering-out pay for enlisted men and the 
half pay commutation certificates for officers likewise were paid 
at war's end in worthless currency or in Continental securities 
which soon became almost worthless. Ultimately, most of the 
securities were redeemed by the Government, but at a time many 
years later when most of them had passed into the hands of 
speculators. 

These factors, together with sympathy for the plight of many 
aged veterans, motivated the enactment of a non-service-con- 
nected pension for Revolutionary War veterans in 1818, 35 
years after the end of the conflict. Another basic factor was 
the absence of effective public or private social-security programs 
designed to meet the needs of the aged. In the undeveloped 
agrarian economy of the early nineteenth century, a veteran's 
pension was often the only alternative to going to the poorhouse. 

Significantly, the enactment of this first pension program in 
the Nation's history coincided with its first Treasury surplus. 
This, too, gave strong impetus to passage of the pension laws. 

The pensions of 1818 were at the rate of $8 monthly for en- 
listed men and $20 for officers. A showing of need was required. 
Step by step, however, the requirements were liberalized and by 
1832 an outright service pension, with no requirement as to need, 
was provided by law. 

The major readjustment benefit during the Revolution was 
actually provided as a recruitment incentive and was made part 
of the contract of enlistment. This consisted of grants of public 
land to officers and men, ranging from 100 acres for an enlisted 
man to 1,100 acres for a major genera!, provided they served to 
the end of the war. These were provided by acts of the Conti- 
nental Congress, initiated in 1 776. 

The Revolutionary War era is notable for one of the two 
economy periods in the history of veterans' programs. The sur- 
pluses of 1816 and 181 7, which had encouraged the passage of 
the liberal law of 1818, soon disappeared. During the ensuing 
period of financial stringency a reaction set in prompted by the 
discovery that fraud had been widely used to obtain pensions. 
Many names were removed from the pension rolls. However, 
by 1821, treasury surpluses again came into existence. Under 
this influence, pension policies were again liberalized. 

The War of 1812 and the War With Mexico.-Compensation 
for the disabled of the War of 1812 and the war with Mexico, 
together with compensation for the dependents of the war dead, 
were provided at the time these wars were going on. Land 
grants to the men in the Armed Forces during these wars were 



made, as in the Revolutionary War, although not on a uniform 
or consistent basis. 

The War of 181 2 and the Mexican War made no significant 
contributions to the historical development of Veterans' bene- 
fits, except for carrying the stream along its course. Non- 
service-connected pensions for the War of 1812 were provided 
in 1871, 56 years after the end of the conflict. Pensions for 
Mexican War veterans were first provided in 1887, 39 years 
after the end of the conflict. 

Civil War.-The Civil War climaxed the first period of pen- 
sion development. At the beginning of this war the compensa- 
tion laws which had been inherited from the three previous wars 
were superseded by a new General Law system covering the 
Union Forces. I t  provided compensation for the service-dis- 
abled and the dependents of the war dead on a much broader 
and more comprehensive basis. Compensation was based upon 
rank and degree of disability. The rates for total disability 
ranged from $8 a month for the lowest grade enlisted man to $30 
for a lieutenant colonel. Provisions for dependents were much 
more comprehensive than they had been previously. Survivors 
were paid the same rates as the totally disabled living soldier. 
Disability or death direcfly connected with military service were 
the only requirements for compensation. 

During the years immediately following the Civil War, pro- 
visions of the General Law were liberalized and extended to in- 
clude more disabilities and to raise the rates of compensation. 
By 1873 the laws were so complex and conflicting that a codifica- 
tion was enacted. 

Shortly thereafter agitation began for the payment of "ar- 
rears" to veterans or to veterans' dependents who had not applied 
for compensation until after the 5-year time limit specified by 
law. For the individual who applied within the specified 5 
years, compensation under the law commenced at the death or 
discharge of the veteran involved. For those who did not apply 
within 5 years, compensation commenced with the filing of the 
last evidence necessary to complete the claim. It  was contended 
that this discriminated unfairly against veterans or their de- 

pendents who tried to get along without compensation and on 
that account delayed filing the application. With support from 
the Grand Army of the Republic and the claims agents who 
expected to profit thereby, an Arrears Act was finally enacted in 
1879. This act was much more costly than many of its sup- 
porters had been led to believe, because more applications were 
filed than had been anticipated. 

The enactment of non-service-connected pensions for Civil 
War veterans was the resultant of many factors, including pres- 
sure from the Grand Army of the Republic and abuses of service- 
connected compensation resulting from the Arrears Act. The 
Civil War had been long and bitter. While inflation did not 
present as acute a problem during the Civil War as in the Rev- 
olution, prices did rise somewhat under the impact of paper 
money used to finance the war. As in the case of their Revolu- 
tionary War forebears, ex-soldiers returning to civilian life found 
that many businessmen had made large profits, some by selling 
inferior goods to the Government for military use, and that many 
civilians had prospered during the conflict. 

Agitation for non-service-connected pensions began earlier in 
the case of Civil War veterans than for the veterans of any 
previous war. I t  came shortly following enactment of the Ar- 
rears Act in 1879. Increasing numbers of veterans were becom- 
ing disabled from causes which they felt, rightly or wrongly, 
were the result of hardships and deprivations suffered during the 
war. As it was not possible to connect these disabilities with 
service, such disabled were not eligible for compensation. The 
Dependent Pension Act was passed in 1890, only 25 years after 
the end of the war. It  provided pensions for veterans disabled 
so severely as to be unable to earn a living by manual labor; 
veterans who could meet this requirement were eligible regard- 
less of the cause of disability or of income, property, or other 
financial conditions, subject to certain minor qualifications. The 
act also provided pensions for dependents of deceased veterans. 
Gradually, this law was liberalized until in 1907, 42 years after 
the end of the Civil War, a service pension was finally enacted 



for Civil War veterans, with rates of $12 monthly at age 62, 
$15 at age 70, and $20 at 75. 

At the close of the Civil War two new benefits were added 
and an old one was revised. In 1865 veterans were given their 
first legal preference in obtaining and holding positions in the 
United States Federal service. This was based upon the idea that 
the man who served in time of danger should be entitled to 
preference in any peacetime Government service for which his 
abilities fitted him. 

Domiciliary and incidental medical care were also provided 
by means of the National Home for Disabled Volunteer Soldiers. 
Branches of the home were built in various locations throughout 
the country. Originally, to be eligible for admission, a veteran 
had to be suffering a disability from wounds or sickness con- 
tracted in line of duty. Subsequently these requirements were 
liberalized. 

No grants of free public land were given to Civil War veterans, 
but under the homestead acts they were given preference through 
the stipulation that time in the Armed Forces could be used to 
shorten the period the veteran had to live on the land to receive 
title. Homestead preference was given to all veterans regard- 
less of disability and it enabled them to receive title with only 1 
year's residence, if their military service was sufficiently long. 
These minor benefits, together with mustering-out payments of 
$20, constituted all the readjustment assistance provided to Civil 
War veterans. 

War with Spain.-Veterans' benefits legislation for the war 
with Spain brought no changes or additions to the benefit sys- 
tem then in effect. Compensation under the "general law" 
system was provided at the start of the conflict. 

Contrary to the earlier pattern, the first non-service-connected 
pension was enacted for the benefit of dependents of deceased 
veterans in 1918, 16 years after the end of the conflict. Dis- 
ability pensions for veterans were enacted in 1920, 18 years after 
the end of the Spanish-American War. Service pensions were 
provided for surviving dependents in 1922, but not for the vet- 
erans themselves until 1938. 

Summary.-The history of veterans' benefits for the first five 
major wars-from the Revolution through the Spanish-Ameri- 
can War-indicates a reliance upon compensation and pension 
benefits and little in the way of readjustment benefits. Com- 
pensation for service-connected disability and death in the case 
of each war was provided at its start. The usual pattern there- 
after involved a gradual liberalization in the eligibility require- 
ments for establishing service-connection, then the subsequent 
abandonment of any requirement for service connection, and 
finally the conversion of the benefit into a pension. Along with 
this trend came abbreviation of the time elapsing before liberal- 
ization began and pensions were enacted. The time was progres- 
sively shortened from 56 years for the War of 1812 veterans, to 
only 18 years for veterans of the war with Spain. Finally, there 
was a slow but steady growth in the scope of veterans' benefits. 
Starting with compensation and land grants at the beginning of 
the Revoluntionary War, the Congress added pensions, then 
civil service preference, then domiciliary and incidental medical 
care. 

During the long period embracing the American Revolution 
and the Spanish-American War, the overall veterans' benefits 
program could be characterized as a backward-looking effort. 
Chief reliance rested on compensation benefits for service-con- 
nected disability and death and on gratuitous pension benefits. 
Pension benefits gradually predominated, and in every case prior 
to the Spanish-American War they were enacted many years 
after the veterans were discharged from the Armed Forces. 
Though called "veterans' benefits," pensions came to have little 
connection with needs arising from military service. Actually 
they constituted a type of old-age assistance payable only to vet- 
erans and their widows. 

In terms of constructive and timely readjustment assistance, 
veterans received little during this period. They were given 
mustering-out payments, land grants, homestead preferences, 
and preference for Government jobs. But these were primarily 
used as enlistment incentives and their readjustment virtues were 
a byproduct. 



Bemjits for World War I Veterafls (1917 to 1940) 
At the beginning of World War I an effort was made to bring 

about a change in the nature and philosophy of the whole system 
of benefits. The pension system, in particular, had proved un- 
satisfactory. The Congress attempted, through the War Risk 
Insurance Act of 1917, to establish a new benefits system which 
would not suffer from the weaknesses of earlier laws. 

The principal objective of the War Risk Insurance Act was to 
provide adequate aid to the serviceman and his family both dur- 
ing and after service and thus to avoid the necessity for non-serv- 
ice-connected pensions. Emphasis was placed on the benefits for 
service-connected disability and death as being "compensation" 
rather than "gratuities." These compensation benefits were 
regarded as the basic benefits. To permit the serviceman who 
felt the need for more adequate protection to supplement the 
compensation benefits, a system of optional low-cost Government 
insurance on a term basis was set up. This allowed a maximum 
of $10,000 insurance against death or permanent total disability. 
A wartime system of allotments and allowances to dependents of 
servicemen was instituted to alleviate worry on their part that 
their dependents would be in need while they were away. Fi- 
nally, the act looked toward new benefits in the form of vocational 
rehabilitation to return disabled veterans to useful employmint. 
This was established by law in 1918. In addition, a law author- 
izing medical care was enacted in 1919, but funds and facilities 
to carry on the work under the program were not provided until 
a number of years later. 

This bold new approach represented an innovation in handling 
the problem of veterans' benefits. In actual operation, however, 
it did not prove to be an answer to the demand for non-service- 
connected pensions, largely because the optional life insurance 
program did not provide complete or adequate protection to 
veterans, particularly after they left the service and discontinued 
their life insurance. 

In addition, administration of the various programs became 
a major problem. Agencies were not prepared for the rush of 
paperwork, and the processing of veterans\laims fell far behind. 

In some instances, responsible officials were guilty of corruption. 
The existence of three separate agencies-one administering the 
War Risk Insurance Act, another vocational rehabilitation, and 
a third hospital benefits-led in 1921 to a brief study of the 
whole administrative problem. The centralized Veterans' Bu- 
reau was subsequently created and placed in charge of all World 
War I benefits. Ultimately, in 1930, the pension and domiciliary 
activities related to earlier wars were also transferred to what 
became the Veterans' Administration. 

Failure of the new system of benefits devised for World War I 
was signaled by renewed expansion of benefits in the years follow- 
ing the war. First, provisions governing entitlement to disability 
compensation were gradually liberalized. Presumptive service 
connection was extended to January 1,1925-7 years beyond the 
end of the war-and various new diseases were added to the list. 
The rate of compensation for total disability was increased from 
the wartime level of $30 a month to $80 a month, and finally to 
$100 a month. 

Following the provision of funds for hospital construction and 
the building of new facilities, there came a major step in the 
extension of medical care. In 1924 new legislation allowed 
veterans whose disabilities or ailments were not related to service 
to obtain treatment in veterans' hospitals. 

About the same time, a wholly new benefit entered the pic- 
ture-adjusted compensation or bonus. This was originally 
accepted by Congress in 1924 on the ground that men in the 
lower grades had been underpaid during their service as com- 
pared with civilians, and were therefore entitled to adjusted com- 
pensation from the Government. 

As first enacted, the bonus was payable largely in certificates 
which were to mature in 20 years as endowment insurance, or 
upon the death of the veteran. After 2 years, loans up to 90 
percent of reserve value were authorized. Starting in 1926, a 
series of liberalizing amendments were enacted. Finally, dur- 
ing the depression, the Congress in 1936, succeeded in overriding 
a Presidential veto and the payment of the bonus in immediately 



redeemable 9-year bonds was authorized. Most veterans 
promptly cashed their bonds. 

In 1930, as a result of inequities in the disability-compensation 
program and under the impact of the depression, a non-service- 
connected disability pension was enacted for World War I 
veterans. This law provided that any veteran who had served 
90 days or more during the war, who had a disability which 
was not the result of service nor of willful misconduct, and who 
was exempt from payment of Federal income tax during the 
preceding year would be eligible to receive a pension. Four 
degrees of disability were recognized : 25,50,75, and 100 percent. 
The corresponding rates of pension were $1 2, $18, $24, and $40 
monthly. 

A pension for World War I widows was not enacted when 
the disability allowance was authorized, but came 4 years later, 
in 1934. The act (Public 484,73d Cong.) required a 30-percent 
service-connected disability on the part of the veteran, for the 
widow to be entitled to a pension in case of his death from ordi- 
nary causes. An income limitation barred from eligibility any- 
one who had paid Federal income tax for the preceding year, and 
the limiting date of marriage was July 3, 1931. Pension for 
the widow was $22 per month with additional allowances for 
children. Total pension was limited to $56 a month. The period 
of time required for pensions to be enacted was shorter than ever 
before--only 12 years after the war in the case of veterans, and 
16 years for widows. 

In the 1920's there was a Treasury surplus. Expenditures for 
veterans attracted little attention on the part of taxpayers even 
though they were increasing. The depression of 1929 brought 
with it a drastic reduction in Government revenues, and an 
effort to reduce expenditures. The veterans' appropriation for 
the fiscal year starting July 1,1933, was the highest ever author- 
ized by the Congress. President Hoover vetoed the appropria- 
tion bill, leaving the way open for the incoming President, Frank- 
lin D. Roosevelt, to take some action to reduce veterans' expend- 
itures. Not since 1820 had such action been taken. Congress 
at first concurred with President Roosevelt's proposals. The 

Economy Act of 1933 canceled all previously established benefits 
for veterans of wars since 1898 and substituted a system of vet- 
erans' benefits established by Executive order. The new system 
drastically curtailed all benefits, limited pension payments to 
veterans with total disability, and tightened requirements for 
compensation to those with service-connected disabilities. Many 
pensioners were removed from the rolls altogether. 

A reaction to this drastic curtailment followed. Liberaliza- 
tion was achieved through Executive orders in the next 2 years 
and the enactment of legislation by Congress restoring the earlier 
World War I Veterans' Act. As a consequence, most of the 
curtailments undertaken under the Economy Act were elimi- 
nated, leaving as the main economy the limitation of pensions 
to those veterans who were permanently and totally disabled. 

After 1933 gradual liberalizations in entitlement to pensions 
as well as to compensation benefits were enacted or effected by 
action of the Administrator of Veterans' Affairs. However, 
while the requirements for non-service-connected pensions are 
liberal, the final step of converting the pension benefits for World 
War I veterans to a service-pension basis has not been taken. 

In retrospect one sees the benefits legislation of this period as a 
bold effort to revamp an inefficient and outmoded apparatus. 
Timely assistance to service-disabled veterans and to the surviv- 
ing dependents of the war-dead was provided. A new idea was 
added in the form of life insurance which was closely related to 
compensation benefits. Also, the veterans' vocational rehabili- 
tation program was pioneered. Imperfect conception and 
faulty administration resulted in a return to timeworn ways, 
and in this respect the effort proved disappointing. Compensa- 
tion benefits initially adopted were inadequate and, under diffi- 
cult administrative conditions, pressures led to liberalization of 
eligibility and to broad presumptions of service connection. 
Pension benefits were also provided in the postwar decade. As 
the Nation experienced a depression, a reaction culminated in 
the Economy Act, which cut deeply into the veterans' program. 
This act, however, was short-lived; most of its provisions were 
soon reversed. As a reflection of inadequate post-separation 



assistance came the unfortunate bonus drama, culminating with 
the authorization of cash payments in 1936. 

Developments Since World War  II and the Korea* Conflict 
The challenge to veterans' programs imposed by World W ~ I  

I1 was unsurpassed in the Nation's history. Over 16 million 

servicemen were called to the colors. To meet the needs of these 

servicemen and future veterans, the Congress early turned to 
the benefits which had been used in World War I. A new sys- 
tem of insurance, similar in purpose to that of World War I but 
differing in details, was established in 1940. Compensation 
benefits for disability and for death resulting from service were 
extended to World War I1 servicemen on the same basis as for 
World War I veterans. The rates were gradually raised, partly 
to keep up with the declining purchasing power of the dollar. A 
presumption of soundness at induction was provided. Various 
other benefits, including family allowances and tax exemptions, 
were likewise enacted. 

In the field of non-service-connected pensions the time cycle 
for World War I1 was speeded up beyond anything hitherto 
experienced. A disability pension for World War I1 veterans 
was enacted in 1944, while the war was still in progress. 

Medical and dental care on a broad basis were also provided. 
Both inpatient and outpatient medical and hospital care was 
extended to World War I1 veterans with service-connected dis- 
abilities. Likewise, hospital care to non-service-connected ail- 
ments was extended to veterans of World War I1 who were 
unable to pay for such care, provided space was available in 
Veterans' Administration facilities. 

The most striking development in veterans' benefits, however, 
occurred in the readjustment category. For World War I vet- 
erans the main readjustment benefit was provided only for those 
who had incurred service-connected disabilities and consisted of 
vocational rehabilitation. Under this program an estimated 
180,000 veterans entered training at a cost of over $645 million. 
Early in World War 11, steps were taken to provide vocational 
rehab'<.tat'lon to disabled veterans. Alw, read:\ustment milst- 

ance on a general basis was inaugurated through the Service- 
men's Readjustment Act of 1944. 

This act was based on the philosophy that veterans whose lives 
had been interrupted by military service, or who had been handi- 
capped by virtue of military service, were to be provided assist- 

[ ance for a limited time, to aid them in becoming self-supporting 
and useful members of society. It  provided for unemployment 
and self-employment allowances, education and training bene- 
fits, and loan guaranty benefits through the Veterans' Adminis- 
tration. In addition, mustering-out payments were provided 
through the military departments. The Veterans' Administra- 
tion has already spent over $19 billion in assisting World War 
I1 veterans to return to civilian Life. This program was remark- 
ably successful. 

A second major innovation occurred with the granting of 
special rights to veterans under the general social security pro- 
gram of old-age and survivors insurance (OASI). This pro- 
gram, which was enacted in 1935, became more and more im- 
portant to the security of individuals as coverage was extended 
and benefits were increased. Special status was granted veterans 
in two stages: First, beginning in 1946, veterans were granted 
insured status for an interim period of 3 years at assumed earn- 
ings of $160 monthly, in order to assure them of survivorship 

I protection under the OASI program, in the event of their death 
before they were reestablished in civilian life. The next step 

I was taken in 1950 when all military service between September 

1 16, 1940, and June 30, 1947, was credited under the OASI 
program at no cost to the veterans, on the basis of assumed earn- 
ings of $160 monthly. 

Following the outbreak of the Korean conflict, benefits es- 
sentially similar to those established in the World War 11 pro- 
gram were provided for this group of 6.8 million veterans. 
Korean conflict veterans received the same compensation, voca- 
tional rehabilitation, medical, and pension benefits as World War 
I1 veterans. Readjustment benefits, provided by the Service- 
men's Readjustment Assistance Act of 1952, differed in detail but 
not greatly in substance f rorn the World War II read.juswent 
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benefits. Likewise, OASI credits were continued on a gratuitous 
basis for all service to April 1,1956. 

The third period, encompassing World War I1 and the Ko- 
rean conflict, introduced the most successful improvements in 
veterans' programs. The compensation and pension benefits of 
earlier years were continued and the rates were raised. In the 
compensation area, one of the chief developments was the addi- 
tion of dependents' allowances for seriously disabled veterans. 
Pensions were provided, but with the exception of an adminis- 1 

1 
trative liberalization in 1948 which loosened the requirements, 
disability, income and unemployability requirements are still in 
effect. Veterans of World War I, World War 11, and the Korean 
conflict have not been granted entitlement to pensions solely on 
a service basis. 1 

The insurance program initiated in World War I was con- [ 
tinued for World War I1 veterans under the National Service i 

C 
Life Insurance Act. In keeping with World War I precedent, e both active servicemen and veterans were allowed to retain their 1 
insurance. Since 195 1 a $10,000 indemnity benefit has replaced j 
insurance for the man in uniform, but upon separation service- 
men can still obtain veterans' insurance. 

! The most notable development in veterans' programs featured 
the GI bill benefits providing education and training, unemploy- 
ment compensation, and loan-guaranty benefits. Thus, for the 
first time in history, readjustment benefits were provided on a * 

timely basis to assist ex-servicemen in the transition from military 
to civilian life. Mustering-out pay and terminal leave pay were 
additional readjustment aids. I 

The World War I1 period also marked the growth of the 
general social-security program. By special provisions, service- 
men and veterans received free survivorship benefits coverage 

I and credit toward old-age benefits under OASI. Most veterans [ 
in civilian employment are now covered under this program. 

During this period the Government was assuming broad re- 
sponsibility for the national economy and the public welfare. 
The Employment Act of 1946 implements the Government's 

determined effort to keep the expanding economy on an even 
keel and thus assure the welfare of veterans and nonveterans 
alike. 

There are, at the present time, over 60 different programs 
under Federal laws which provide special benefits or services or 
preferences for veterans and their survivors. The scope of these 
programs may be indicated by the following general enumera- 
tion : 

They are provided in one form or another by most of the major 
agencies and departments of the Government. 

Some begin immediately upon entry into military service, others are 
available after discharge and until the death and burial of the veteran, 
and still others cover his dependents. 

They include monetary payments, medical and other services, ma- 
terial aids'such as prosthetic appliances, as well as preferences. 

Most of the benefits are available not only to veterans injured from 
service causes, or to their dependents, but also to veterans without any 
senrice-incurred disability or their dependents. 

Many of the benefits are provided to peacetime as well as to war- 
time veterans. 

The major veterans' programs are as follows: 

Disability Compelzsation for Veteralzs of All Wars Mid Peacetime 
Seruice 

Veterans disabled by injury or disease incurred in or aggra- 
vated by active wartime or peacetime service may qualify for 
disability compensation. At the present time, this Veterans' 
Administration program involves the expenditure of $1.4 billion 
a year to over 2 million disabled veterans. The benefits under 
this program are provided to veterans of all wars and peacetime 
service, both for total disability and for partial disability, for 
permanent disability and for temporary disability. 

Veterans are assisted in qualifying for benefits by various pre- 
sumptions of service-connection, including the presumption of 
soundness upon entry. The benefits are of two types : Basic per- 



centage awards geared to degree of disability; and statutory 
awards paid for certain conditions like loss of foot, hand, etc. 

The percentage benefits are based on average impairment of 
earning capacity and are the same for all grades as follows: (per 
month) 

10-percent disability ------ $1 7 60-percent disability -------- $109 
20-percent disability ------ 33 70-percent disability -------- 127 
30-percent disability ------ 50 80-percent disability -------- 145 
40-percent disability ------ 66 90-percent disability -------- 163 
50-percent disability ------ 91 100-percent disability -------- 181 

The statutory awards range from $47 to $420 per month. 
The $47 rate is payable in addition to the percentage award and 
is for such conditions as loss or loss of use of a foot, a hand, or 
an eye. The higher rates are paid in lieu of the percentage 
awards, and cover such conditions as loss of both feet, both hands, 
both eyes, etc. 

Veterans 50 percent or more disabled receive additional pay- 
ments of up to $91 monthly for dependents. 

veterans of peacetime service are paid 80 percent of the above 
wartime rates, but receive wartime rates where the disability 
arises under war hazard conditions. Payments of disability 
compensation are for an indefinite period or until the condition 
of disability changes to warrant an increase or reduction or dii- 
continuance of benefits. 

Mjlitary Disability Retiremmt for Persolzs Disabled ilz Service 

Since the enactment of the Career Compensation Act of 1949, 
both enlisted men and officers who are retired or separated for 
disabilities generally have a choice between military-disability 
retirement benefits administered by the Department of Defense, 
and Veterans' Administration disability compensation. The 
military-disability retirement benefits are computed, alterna- 
tively, on degree of disability or length of service and also are 
geared to basic active duty pay. Under the military law, how- 
ever, if the disability is less than 30 percent and length of service 
is less than 20 years, only severance pay is provided. 

Death Colrtpmsatwlz for Veterans of All Wars and Peacetime 
Sewice 

Survivors of servicemen or veterans of all wars or of peacetime 
service are provided Veterans' Administration death compensa- 
tion, if death results from disease or injury incurred in line of 
duty. This is a high-priority program under which benefits of 
over $400 million annually are presently being paid to over 
380,000 families or individuals. 

The monthly rate of payment and classes of survivors are as 
follows: childless widow, $87 ; widow and 1 minor child, $121, 
with $29 for each additional child; no widow, 1 child, $67; no 
widow, 2 children, $94; no widow, 3 children, $122, with $23 for 
each additional child; 1 dependent parent, $75; 2 dependent 
parents, $40 each. 

Generally, peacetime-service death-compensation benefits are 
based on 80 percent of the above wartime rates. Full wartime 
rates may be payable in certain peacetime cases where the death 
resulted from injury or disease received in line of duty, as a direct 
result of armed conflict or while engaged in extrahazardous 
service. 

Certain eligibility requirements as to survivors may vary some- 
what from one war period to another, such as date and period of 
marriage prior to veteran's death, remarriage status of widow, 
marriage status and age of minor children, etc. There is no 
income limitation applied to survivors except as a factor used 
in determining dependency of surviving parents. Benefits under 
this program are payable to eligible beneficiaries for an indefinite 
period or until their conditions of eligibility change. 

Ins1~~ame and Idem.nity Belzejits for Veteralzs of World War I, 
World War 11, Korean, and Peacetime Service 

Veterans of World War I were provided low-cost Government 
insurance, first on a term basis and later on a permanent-plan 
basis. This insurance provided both death and disability cover- 
age. The Government reimbursed the insurance trust fund for 
losses due to extra hazards of war. The insurance was made 
available in amounts ranging up to $10,000. Under this pro- 



gram there are at present nearly 400,000 policies with $1.7 outpatient clinics or from authorized private physicians for 
billion of coverage outstanding. service-connected disabilities. In certain instances disabled vet- 

World War I1 veterans, likewise, were made eligible for Gov- erans participating in vocational rehabilitation training may be 
ernment insurance up to $10,000. However, their insurance was eligible for outpatient treatment of non-service-connected con- 
limited to death coverage. There are at present 5,600,000 poli- ditions. 
cies still in force or in waiver status with a total of $37 billion 
of this national service life insurance. 

Issuance of new insurance was terminated on April 25, 195 1, 
and servicemen thereafter were provided automatic indemnity 
coverage of $10,000 at Government expense. The death must 
occur while in service or within 120 days after separation or 
release from such active service. Death benefits are payable 
to the following suvivors: Spouse, child or children, parents, 
brothers and sisters. The benefits are payable in monthly in- 
stallments over a 10-year period at the rate of $92.90 per month 
if the maximum indemnity of $1 0,000 is payable. The $10,000 
maximum is reduced by the amount of any United States Gov- 
ernment or national service life insurance in force at the time- 
of death. 

After April 25, 1951, veterans leaving the service may be 
eligible for up to $10,000 of insurance from the Veterans' Ad- 
ministration under 1 of 2 new programs. Those who have 
a service-incurred disability are eligible for service-disabled vet- 
erans' life insurance under which nonparticipating 5-year term 
or permanent plan insurance of up to $10,000 is provided at 
low rates. Those who have no service-connected disability may 
take out up to $10,000 of veterans' special term insurance. .This 
insurance is issued only on a term basis and is nonconvertible 
and nonparticipating. 

Hospital a d  Medical Care for Sewice-Connected Disability for 
Vetwans of All Wars a d  Peacetime Service 

Veterans who have disabilities as a result of service are eligible 
for medical and hospital care on an inpatient basis in Veterans' 
Administration hospitals. They are also eligible for outpatient 
medical treatment. 

Veterans of wartime service, as well as certain peacetime 
cases, may receive medical care at Veteransy Administration 

Vocational Rehabilitation for Disabled Veterans for World 
War ZZ a d  Korean Coltfict 

Disabled veterans of World War I1 and of the Korean con- 
flict may receive vocational rehabilitation training at Govern- 
ment expense, covering tuition, supplies, and subsistence allow- 
ances. To qualify, the veteran must have a service-connected 
or service-aggravated disability which would entitle him to com- 
pensation. There must also be a need for vocational training 
to overcome the handicap of such a disability. Before begin- 
ning training a veteran must be given special guidance in the 
form of counseling and, if necessary, a series of tests to determine 
his aptitude and interest regarding a career objective. 

Training may consist of: ( 1 ) school or college ; (2) appren- 
ticeship or other training on the job; or (3)  institutional on-farm 
training; or (4) other programs which combine school and job 
training. Veterans may receive subsistence allowances in addi- 
tion to any disability compensation. Basic monthly rates for 
full-time study in schools or colleges are $75 for veterans with- 
out dependents, $105 for veterans with 1 dependent, and $120 
for veterans with 2 or more dependents. For job trainees $65 
is provided to veterans without dependents and $90 to veterans 
with one or more dependents. For veterans enrolled in combi- 
nation-type training, the rates may be somewhat higher than the 
job-training rates. 

Additional allowances may be provided, depending on the 
veteransy degrees of disability and the number of dependents. 
The subsistence when added to the compensation must equal 
$105 for the veterans without dependents and $1 15 for veterans 
with a dependent who are drawing benefits under a less than 
30-percent disability rating. Veterans drawing benefits for 30 
percent or more disability rating have their subsistence and 



compensation total raised to $1 15 for a veteran without depend- 
ents, or $135 for a veteran with a dependent. Minimum 
amounts are increased in each case for additional dependents. 

Special job placement assistance is given trainees who have 
successfully completed their training. Generally, training under 
the World War I1 program must have been completed by July 
25, 1956, and under the Korean program by August 20, 1963. 

Readjustmerat B e ~ f i t s  for World War ZZ and Koreara Coapict 
Veteraas 

Under the so-called GI bill of rights both World War I1 and 
the Korean conflict veterans have been provided temporary 
benefits to assist them in their transition from military to civilian 
life. These readjustment benefits include education and train- 
ing, unemployment compensation allowances, loan guaranty and 
direct loan assistance, and mustering-out payments. 

For World War I1 readjustment benefits the Veterans' Ad- 
ministration through June 30, 1955, spent $19 billion, and the 
Department of Defense, up to the same date, had spent $4 billion 
for mustering-out payments. Under the loan guaranty program, 
World War I1 veterans have obtained over $31 billion in loans 
for homes, farms, or businesses. 

Readjustment programs for veterans of the Korean conflict 
are still increasing; costs through June 30, 1955, were already 
over $1 billion. 

Education and training.-Veterans of World War I1 are pro- 
vided education and training at Government expense for a period 
of 1 to 4 calendar years, depending upon the length of military 
service. To qualify for the minimum training entitlement, the 
veteran must have had 90 days of active war service, unless he 
was discharged for service-incurred disability. Training of 1 
year is provided for all who have 90 days service, plus 1 month 
of training for each additional month of service, but not to ex- 
ceed 48 months of training. 

Veterans are permitted to choose their own course of train- 
ing in an approved school or establishment as follows: (1) 
School or college; (2) apprenticeship on-the-job training; (3) 

institutional on-farm training or other programs which combine 
school and job training; (4) correspondence school courses. 

In the case of school or college training, the Government pays 
the customary tuition and other fees within the limits of $500 
per school year. A monthly subsistence allowance is also pro- 
vided each veteran participating in one of the above-listed train- 
ing activities, except correspondence courses. This allowance 
may vary somewhat, depending upon the number of veterans' 
dependents and nature of the training. The maximum monthly 
allowances for full-time study in schools and colleges are $75 
for veteran without dependents, $105 for veteran with 1 de- 
pendent, and $120 for veteran with 2 or more dependents. For 
the apprenticeship on-the-job training, $65 is provided a veteran 
without dependents, and $90 for veteran with one or more de- 
pendents. For veterans enrolled in combination type training, 
the rates may be somewhat higher than the job-training rates. 
These subsistence amounts are reduced for part-time courses and 
also may be affected by the extent of a veteran's income from 
employment. In this latter case, combined amounts of wages 
and subsistence cannot exceed $210 for the veteran with two 
or more dependents. Generally, training under this program 
must have been completed by July 25, 1956. 

Veterans of the Korean conflict period are provided Govern- 
ment assistance to pursue education and training for a period 
equaling 1% times the duration of active service period, not 
exceeding 36 months. To qualify for minimum training entitle- 
ment, the veteran must have had 90 days of active service or 
discharge for actual service-incurred disability. Generally, the 
veteran is permitted to choose his own course of training in 
approved schools or establishments in the same categories as 
for World War I1 veterans. Tuition is no longer paid directly 
to the school or college as was the case under the World War I1 
program. The Government pays directly to the veteran trainee 
a fixed monthly allowance to meet expenses for subsistence, tui- 
tion, fees, supplies, books, and equipment. The following is a 



schedule of the monthly allowances paid to Korean conflict vet- 
erans in the various categories of training and dependency status : 

Type oftraining 

Institutional tratning (school or wllege): 
Full time ............................... L ............. $180 
Thr~o-fourths time ........................................ ... 
Half time ................................................. 60 80 80 
Less than half time ..................................... (1) 

Combination tmining .................... .. .......... 110 
86 

(I) 130 
On-jobtraining 9 .............................................. 70 105 
Institutional-on-farm training L .............................. 95 110 130 
Correspondence training ...................................... (1) (9 (4) 
Flight training ................................................ (9 (5) (5) 

I 

I Established institutional charges or the rnte of $110 per month for a full-time wurse, whichever Is lens. 
a Subject to reduction as training $regresses ,md to a ceiling of $310 month on allowance m d  hCOme 

from productive labor performed as part of traming. 
8 Sub'ect to periodic reduction subse uent to the initial 12 months of training. An amount of (MO per 

month +or,tuition and feas is exempted Zom reduction. 
4 Establrshed charges prorated quarterly. 
5 75 percent ofestablikhed charges, entitlement reduced by 1 day for each $1.25. 

The rates for on-the-job training are subject to reduction as 
training progresses, and are also subject to a ceiling of $310 per 
month on allowance and income from productive labor per- 
formed as part of training. The on-farm training rates are 
subject to periodic reductions subsequent to the initial 12 months 
of training. An amount of $30 per month for tuition and fees 
is exempted from reduction. 

With few exceptions, participation in this program is to be 
completed 8 years after a veteran's discharge or release from 
Korean conflict period service, or January 31, 1963, whichever 
is the earlier. 

Unemployment (readjustment) allowances.-Veterans of 
World War I1 were provided Veterans' Administration unem- 
ployment allowances through the various State employment 
agencies. The rate was $20 per week for each week of unem- 
ployment, less any weekly wages received in excess of $3, with 
a maximum of 52 weeks depending on length of service. A vet- 
eran self-employed for profit received an allowance representing 
the difference between net earnings and $100 per month, subject 
to the basic limitation as to time and amount. The termination 
date for this program for most veterans was July 25, 1949. 

Veterans of the Korean conflict are provided unemployment 
compensation under a Department of Labor program through 

the State employment offices. To be eligible the veteran must 
have 90 days' active service or have a service-connected dis- 
ability. The rate is $26 per week for each week of unemploy- 
ment for a period not in excess of 26 weeks, or a total amount 
of $676. No provision was made for self-employment allow- 
ances as furnished under the World War I1 program. This 
program will terminate by January 3 1,1960. 

Loan guaranty and direct loan benefits.-Veterans of World 
War I1 and the Korean conflict are eligible for Veterans' Ad- 
ministration guarantees to secure 4I/2 percent interest loans for 
the purchase of homes, farms, or businesses. For homes, loans 
may be guaranteed up to 60 percent of the loan, but the guar- 
anteed portion may not exceed $7,500. Other real estate loans 
may be guaranteed up to 50 percent, but not to exceed $4,000. 
For non-real-estate loans, such as business loans, the guarantee 
is limited to a $2,000 maximum. 

Where private mortgage money is not available to veterans 
under the 4I/2 percent rate (as in many rural areas), the Vet- 
eran's Administration may make direct loans to veterans who 
want to buy or build a home, or build or improve a farm house. 

Widows of otherwise qualified veterans who died of service 
causes may exercise any loan privileges to which the deceased 
husband was entitled. 

The same type of loan benefits accrue to veterans of World 
War I1 and the Korean conflict. However, the World War I1 
veterans who have returned to active duty may have the unused 
loan entitlement under the World War I1 GI bill replaced by 
the same amount of entitlement under the Korean GI bill. The 
net result is that they will not be bound by the July 25, 1957, 
deadline set for most of the World War I1 veterans, but, in- 
stead, they will have until January 3 1, 1965, to obtain GI loans 
under the Korean law. 

Mustering-out payments.-World War I veterans received a 
so-called war service payment of $60 at time of discharge. 

Veterans of active World War I1 and Korean conflict periods 
are eligible for mustering-out pay at time of discharge in amounts 
ranging from $100 to $300. The amount of benefit is deter- 



mined by :he type and length of active service. For active 
domestic service of less than 60 days within the qualifying period, 
eligible veterans receive $100. For 60 days or more of domestic 
duty, $200 is paid. For service beyond 60 days, any part of 
which was served overseas (including Alaskan service), $300 is 
paid. These benefits apply to all grades and ranks of military 
personnel except commissioned officers above the rank of cap- 
tain in the Army, Air Force, and Marine Corps, or lieutenant 
senior grade in the Navy and Coast Guard. Prior receipt of 
these benefits under the World War I1 program does not bar an 
eligible veteran from collecting again under the Korean GI bill 
program. However, anyone eligible under the World War I1 
Act and the Korean GI bill for the same period of service, must 
elect to receive it under one or the other law. In the event an 
otherwise eligible veteran dies before collecting the mustering- 
out pay to which he is entitled, payment of any amount due 
may be made to surviving spouse, children, or parents-in that 
order. 

Most of the veterans under the World War I1 program were 
paid at time of discharge. Under the Korean conflict program, 
certain veterans may receive benefits until January 31, 1958. 

Non-Service-Connected Pensions for AU Wars 
Under existing laws, a veteran who is without service-con- 

nected disability may be paid a non-service-connected pension. 
All Spanish-American War veterans, as well as veterans of 
earlier wars, are eligible for such a pension regardless of their 
economic condition. Veterans of World War I, World War 11, 
and the Korean conflict are eligible for "limited", pensions if 
they meet certain disability, unemployability, and income 
conditions. 

Non-service-connected pensions are also paid to the widows 
and children of veterans who died from conditions not related 
to their service. Such pensions are payable to surviving widows 
and minor children of the Spanish-American War and prior 
conflicts, regardless of their economic situation. Survivors of 
all World War I veterans are eligible, subject to certain income 

limitations. Survivors of World War I1 and Korean conflict 
veterans are eligible only if the veteran had a service-connected 
disability of some kind at time of death, and if they meet income 
conditions. 

Pensions have historically been the largest veterans' benefit 
program in terms of expenditures and numbers of beneficiaries. 
During the fiscal year 1955, over 1 million veterans and depend- 

. ents' cases were receiving $800 million in pensions. The trend 
is sharply upward. i 

i A veteran of the recent conflicts, who has at least 90 days 
! wartime service and who, as a result of a non-service-connected 

disability, is unable to follow a "substantially gainful" occupa- 
tion, may be entitled to a disability pension. To qualify, gen- 

t erally, the veteran must meet certain standards of unemploy- 
ability, extent of income, and degree of disability. Usually, 

i veterans are rated permanently and totally disabled if they are 

1 unable to follow gainful employment and meet the following 

1 percentage standards of disability at given ages: (1) Under 
I age 55, a 70-percent combined rating for plural disabilities, at  

least one of which must be a 40-percent rating, or a 60-percent 
rating for any one disability; (2) age 55, a 60-percent rating for F 
one or more disabilities, with no percentage requirement for any 
one disability; (3) age 60, a 50-percent rating for one or more 
disabilities, and (4) at age 65, no percentage requirement other 
than one disability ratable at 10 percent or more. In some 
cases, where the veterans fail to meet the above percentage stand- 
ards but meet other criteria, they may be considered for benefits. 

Eligible veterans are paid $66.15 monthly, which is increased 
to $78.75 per month after 10 years of continuous permanent and 
total disability, or upon reaching 65 years of age. A veteran who 
is entitled to this pension and who becomes blind or is so help- 
less as to need regular aid and attendance may receive a larger 
payment of $135.45 monthly. These pension benefits are pay- 
able only if a veteran's income does not exceed $1,400 a year if 
he is without dependents, or $2,700 a year if he is married or 
has a minor child. The above benefits apply generally to veterans 
of war service subsequent to the Spanish-American War. Vet- 



erans of that war period need not have a disability to be eligible 
for pension benefits. 

In the case of death pensions, the following benefits are paid 
to dependents: Widow, no child, $50.40; widow, 1 child, $63 
and $7.56 for each additional child; no widow, 1 child, $27.30; 
no widow, 2 children, $40.95; no widow, 3 children $54.60, and 
$7.56 for each additional child. These benefits are not payable 
to a widow or to a minor child whose annual income exceeds 
$1,400. A widow loses her entitlement for those benefits upon 
remarriage, and unmarried children usually become ineligible 
when they attain the age of 18. A child attending a Veterans' 
Administration approved school after 18 will continue to receive 
the pension while attending such school, but not beyond the age 
of 21, or if married. A helpless child draws at any age, unless 
marriage occurs. Benefits under this program are payable to 
eligible beneficiaries for an indefinite period or until their con- 
ditions of eligibility change. 

Non-Seruice-Connected Hospital and Medical Care for All Wars 
Veterans with nonservice-connected disability are eligible for 

hospital and medical care only on an inpatient basis subject to 
the availability of beds in Veterans Administration facilities. 
With the exception of Spanish-American War veterans, they do 
not receive outpatient care. 

Veterans Administration hospital and medical outlays are now 
running at the rate of about $700 million annually, largely for 
hospital care. About two-thirds of the average daily Veterans' 
Administration patient load of 110,000 cases in fiscal 1955 was 
composed of nonservice-connected cases, chiefly in the neuropsy- 
chiatric and tuberculous categories. 

Adjusted Compensation (Bonuses) for World War I Veterans 
Veterans of World War I were not provided readjustment ben- 

efits, except vocational rehabilitation for the disabled. But they 
were paid a bonus which totaled $3.8 billion. It  was paid during 
the 1930 '~~ computed at the rate of $1 for every day of service 
in the continental limits, and $1.25 a day for overseas duty, sub- 
ject to maximum limits of $500 and $625, respectively. 

Credits Under Old-Age and Suwiuors Insurance 
Military service frbm September 16, 1940 to April 1, 1956 

has been made creditable under the OASI system on a gratuitous 
basis at the assumed earning rate of $160 monthly. This credit 
alone or together with any froih civilian employment may qualify 
the veterans for old-age benefits at age 65, or in case of his death 
permit his family to receive survivor benefits. Such credits are 
subject, however, to the regular OASI provisions governing in- 
sured status and computation of benefits. 

An earlier law, effective from 1947 to 195 1, gave returning 
World War I1 veterans insured status for a 3-year period at an 
average monthly wage of $160 for survivor benefit purposes. 

Various Federal employee retirement systems also credit mili- 
tary service. Credit is also provided under the Railroad Retire- 
ment system during war or emergency periods. 

Other Benefits 
Many other preferences and benefits are provided for veterans, 

both by the Veterans' Administration and other departments. 
These include preferences for Government employment, manda- 
tory reemployment rights, burial benefits, cemeterial privileges, 
grants toward homes for paraplegics, and cars for amputees and 
blind veterans. 



CHART I 
ESTIMATED LIV ING W A I  VETERAWS * 

Chapter 211 
VETERANS IN OUR SOCIETY 

The size of our veterans' programs is dependent upon the num- 
ber of veterans and the extent to which they are disabled or are 
otherwise handicapped. The economic and social conditions of 
the veterans are also major factors in their need for assistance. 
This chapter presents background data on the number of our 
veterans and their characteristics. 

THE VETERAN POPULATION 

There are now 22 million living wartime veterans in civil life 
in the United States. This is the largest veteran population, 
both absolutely and as a percentage of our population, that the 
United States has ever had. The number is still increasing. 

The Growth of the Veteran Popzclatiolz 
The present size of veteran population is attributable to the 

large number of men who served during recent wars. I t  is 
estimated that during the Revolutionary War some 250,000 men 
served at various times; 287,000 in the War of 1812 ; 392,000 in 
the Spanish-American War. In  the Union Forces during the 
Civil War, an estimated 2,200,000 men participated. 

By contrast, 4,744,000 persons were in the Armed Forces of the 
United States during World War I ;  16,535,000 during World 
War 11; and 6,807,000 (including 1,476,000 who had previously 
served in World War 11) during the period of the Korean con- 
flict. Out of these last major conflicts our present large veteran 
population has come. 

The growth in the size of our total living veteran population 
is indicated by chart I. Since 1865 the number of veterans has 
grown more than elevenfold. I t  has increased nearly fivefold 
since 1940. 

By War o f  Service fo r  Selected Bates, 1865 - 1955 

Millions of (JUNE 30) Millions of 
Veterans 

25 veteran$5 

I Legend 21.9 / 

YEAR 

* FIGURES INCLUDE "PEACETIME" OR REGULAR ESTABLISHMENT 
VETERANS ONLY IF THEY ARE DRAWING VA COMPENSATION 

Source: Veterana Administration 

Age and Service Characteristics of the Present Veteran 
Popzllation 

The age and service characteristics of the veterans in civil life 
on June 30, 1955, are shown in table 1. This table highlights 
two main points: 

First, as was pointed out earlier, veterans of recent conflicts 
constitute the great majority of all living veterans. The 15.4 
million veterans who served during World War I1 and the 3.2 
~lliUion who served only during the Korean conflict together 



TABLE 1.-Estimated Age o f  Veteran8 in Civil Life 

As of June 30,1966 

[Thonsands] 

spanlsh- 
Age in 1966 

War I1 

............... Under 20 27 28 
23-24 ................... 1,410 
,.. ................. 

............... 30-34 .... 6 144 6,063 379 
3 M 9  .................. 4084 4 074 166 

................... 4G-M 2 166 2,144 71 

................... 46-49 (285 1,299 29 
5 0 4  ................... 468 424 14 
6 M  ................... 205 
6064 ................ 29 2 

7 

6 ................... 555 9 1 
70-74 ................... €4 
75-79 60 

4 (a) 
................... 

w4!4 ................... 7.Q (3 
86 and o v a -  ........... 4 (a) 0 

==-= 
Average age in years4..1 38.3 36.2 1 26.7 24.9 6 1 . f 7 8 . 2 -  

I Includes former membcrqof the peacetime) Regular Estf~blishment and veterans of the Civil and 
~ndtm WWIIR who were reco~mng VA 6 k a b ~ i t y  comp-tion or pension. 

1 Includes 827,000 veterans who bad served both Ln World War I1 and the Korean coullct. 
3 l n s s  than MM. ...... 
I As of June 30, 1966. Computed from 1-year age groups. 
Source: Veterans' Administration. 

make up 18.6 million, or approximately 85 percent, of all living 
veterans in civil life. The 3.15 million World War I veterans 
represent 14 percent of the total. The 72,000 Spanish-Ameri- 
can and the 63,000 peacetime veterans on the compensation rolls 
together are less than 1 percent. 

Second, most of our living veterans are still in the younger age 
groups. The average age of the preponderant World War I1 
group is only 36 years. The next largest group, the Korean 
conflict veterans, averages only 25 years. The World War I 
veterans, on the other hand, have now reached an average age 
of 61, and the Spanish-American War group are 78 years old on 
the average. 

These facts are very significant for the problem of non-service- 
connected pensions. The pension load tends to become heavier 
on the Government as veterans grow older and become disabled 
or reach the age of 65, when existing laws and regulations make 
it easy to qualify for a pension. Similarly, widow's pensions are 

typically heaviest when large numbers of veterans die from old 
age. 

From these figures it can be seen that the impact of our re- 
cently enlarged veteran population on the non-service-connected 
pension program has scarcely begun. Only 700,000-+1r 3 per- 
cent-f our living veterans are 65 or older. World War I 
veterans, of course, are now crossing this line in large numbers. 
In 10 years all but a few of the living World War I veterans will 
be over 65. On the other hand, the tremendously large World 
War I1 group will not reach age 65 in large numbers until around 
1985. This is indicated in the charts included later in this 
chapter. 

Number of Disabled Veterans at Present 
One of the highest priority programs which the Government 

operates for veterans is the disability compensation program 
under which benefits are paid for injuries or ailments resulting 
from military service. 

Table 2 shows that 3.7 m i l l i o n ~ r  1 out of every 6 living 
veterans in civilian life on June 30, 1955-had some kind of a dis- 
ability incurred or aggravated in military service. These figures 
cover all service-connected disabilities known to the Veterans' 

TABLE 2.-E8thated Number of Veteran8 L Civil U f e  W i t h  Service- 
Connected DdeabiUtiea 

Spanish-Amedm ............. .................. 
................. 

World War I 
World w a r  11 
K o ~ ~  Conflict 
Regular establishment ..... ...... - 

Total ................... 

1 Cases in whkh tbere is also a compensable serviceco1111ected disability: these do not lnelude cases where 
there is a seroimnnected dlsabUty d less than 10 percent or 0 percent, which data are not available (De- 
aember 19H data used). 

war group 

9 Flgurea represent Only thase veterans who are known by VA to have a disability and are largoly b w d  
on records Of those Who applled for compensation but falld to qusllf or those who formerly drew com- 
pensation but recovered to the polntwhere the11 dlsablllties rate less t%an 10 pwcent. May 31, 1955, data 

Not re- 
ceivlng 
compen- 
sation or 
pensions 9 

Recelvhg compensatlm ss of June 30, 
1966 

- 
30pemnt 40-90 1M) per- 

Or k S  1 DeIC0nt 1 cent 1 
Total 
with 
dis- 
abll- 
lties 

Recelv- 
$3 Pey s~ons 



Admiitration, including not only the serious ones but also minor 
ailments from which the veteran long since recovered. As can 
be seen 1.5 million of the cases included in the table are those 
from which the veteran was permanently disabled as the result 
of service so slightly as to be ineligible for disability compensation 
today on the basis under the 10 percent disability standard. 
Over 2 million--or about 1 out of every 10 veterans-are draw- 
ing disability compensation from the Veterans' Administration 
for service-incurred injuries. Of these, almost three-fourths 
are disabled 30 percent or less; 22 percent are rated from 40 to 
90 percent disabled; and only 124,000 or 6 percent are rated as 
100 percent disabled. As will later be made clear, however, 
these ratings are made on an "average" basis. Thus some vet- 
erans rated 100 percent disabled can work, and quite a few do. 

World War I1 cases represent 78 percent of the 2,076,000 com- 
pensable disabilities; World War I cases, nearly 12 percent; and 
Korean conflict cases, 7 percent. 

Of course, the proportion of service-disabled veterans differs 
from war to war. Table 3 compares the number of veterans 
living on June 30,1955, and the number disabled. 

TABLE 3.-Proportion of U v k g  War  Veterans Wi th  Bervice-Uonnected 
Disabilities ' as of June SO,  1955 

[Thousands] 

1 Veterans wlth servlce-connected disabilities 

War 

AII veterans ............................... 21,816 I a,m o 
World War I1 ......................... 

.......................... 239 10 8 
Korean conflict ........................ 

................ Gpanlsh-American War 72 1 0.4 0.4 
I I I 

1 Excludes "pencatimo" Regular Establishment exaervlcemen. 
Source: Veterans' Adminlstmtion. 

The foregoing figures on the service-connected disabilities rec- 
ognized by the Veterans' Admimistration among presently living 
veterans may be compared roughly with stat'lstics from the De- 

partment of Defense on the number of nonmortal wounds re- 
ceived in the various conflicts by United States forces: 

TABLE 4.-Veterans Drawing Disability Benefits and Number Wounded 
(Thousands1 

I I 

wounds 1 June pGsiFn 30 1955 ( codlc t  du&u 

World War I 204 ................................................................ 
Wm1 dwmII ......................................................... 
Korean conflict 103 .............................................................. 

This comparison can be made only in a rough way since the 
figures on the number wounded are overstated. Wounds re- 
ceived by the same individual on different occasions are counted, 
and those wounded may have subsequently died from the wound 
or from other causes. However, they do serve to bring out the 
fact that the Govenunent's service-connected disability com- 
pensation program includes coverage for noncombat injuries 
and disease as well as combat wounds. In part, the comparison 
may also indicate the liberal nature of the presumptions of serv- 
ice connection under the compensation program. For example, 
two and one-half times as many World War I1 veterans are re- 
ceiving service-connected compensation as there were wound 
cases during the war. Data from Veterans' Administration rec- 
ords indicate that only about 25 percent of the cases on the 
compensation roll are for injuries sustained in combat zones. 

Sewice-Connected Deaths 
Of equally high priority among veterans' programs are survivor 

benefits for dependents of servicemen and veterans who died from 
service-connected causes. 

The records of the Department of Defense show that 383,000 
battle deaths occurred among the United States forces during 
the last three conflicts and that another 199,000 deaths resulted 
from disease and other causes during the same periods. 

Some of the deceased had no dependents; the dependents of 
others have remarried, grown up, or died. In  the meantime, 



War l :::iE I %& I 
...................................................... World War I. 64 63 117 

World War I1 ...................................................... 410 
................................................... Korean confiict.. 1 " 1  ';!I 6 

however, other veterans and servicemen died from service-con- 
nected causes and left surviving dependents. As the result, 
there were on June 30,1955,384,000 death cases on the Veterans' 
Administration's death compensation roll representing a total of 
610,000 dependents. (See table 6.) $ 

Of the total of 384,000 cases, 72 percent are from World War 
II,14 percent from World War I, and 9 percent from theKorean 
conflict. However, there are nearly two dependents in every 
Korean case, an average of one and two-thirds per World War 
I1 case, and just slightly over one in World War I cases. 

 TAB^ 6.-Numbwe ON Veiwana' Administration Death Compensatlm Roll, 
June 30,1955 

Dependents Annual 
war rate of 

Spanish-Amerfcan War.. 
World War I 

................. 
.................. mmndlc 41 

Regular Establishment 

1 Includes 7,283 cases from the Mexlcan. Indian. and Civtl Wars. 
I Less than 600. 

Liviag Wa~time Veteram ia  Future Years 

As has been mentioned earlier, the future of veterans' pension 
programs is tied closely to the number and the age distribution 
of living veterans. Estimates prepared by the4Veterans' Admin- 
istration show that the number of veterans with wartime service 

in civilian life will increase somewhat as those presently in the 
Armed Forces are released, to a total of about 22.7 million in 
1960. Then the number will gradually decline until by the end 
of this century there will be 6.8 million veterans with war service 
left. (See chart 11.) 

E S l l l A l E D  LlVlNC WAR VE'IERAWS* 
BY War of Serv ice  f o r  S e l e c t o d  Dates ,  1940 - 2000 

(JUNE 30) 
Millions of Millions of 
Veterans Veterans 

35 1 e 1 35 

1 Legend: 
- 

Korean Conflict only 4 30 

World War I1 

25 25 

20 20 

15 15 

10 I0 

5 5 

O 1940 1955 1960 1965 1975 1985 1995 2000 
0 

YEAR 

'FIGURES INCLUDE u ~ ~ ~ ~ ~ ~ ~ ~ T -  OR REGULAR ESTABLISHMENT VETERANS 
ONLY IF THEY ARE DRAWING VA COMPENSATION. 

Source: Veterans Adminlstration 

While the number of living veterans with wartime service i: 
estimated to decline after 1960, the number who are at age 65 01 

over is expected to increase over the next 40 years. (See chan 
111.) 



CHART Ill 

ESTIMATED TOTAL LIVING WAR VETERAIS 
A I D  VETERANS AGE 65 A I D  OVER* 

Selecled Dates, 1940 - 2800 
Millions of (JUNE 30) Millions of 
Veterans Veterans 

30 1 . . . . . 1 30 

1 Legend: 1 
Veterans under 86 

Source: Veterans Administration 
Figures for 1040 nntl 1055 Include "peacetime" or Regulnr Estnbllshment vet- 

ernns who were recelvlng VA compensntlon. 

In the United States at the beginning of World War 11, there 
were about 100,000 ex-servicemen, most of them Spanish- 
American War veterans, who were age 65 and over. At the 
present there are about 700,000 who are 65 and over, and the 
number is rising rapidly as the World War I veterans reached ad- 
vanced ages. Despite the fact that this is the largest number of 
elderly veterans the country has ever had at one time, this is but 
3 percent of all our living veterans. However, since World 
War I veterans constitute about one-seventh of our veteran 
population, the ratio of aged veterans to total veterans in the 

population will remain small in 1965, when most living World 
War I veterans will have reached age 65. At that time we will 
have 2.3 million aged veterans. 

By about 1985 a substantial number of World War I1 vet- 
erans will reach 65. But the peak in living veterans over 65 will 
not be reached until 1995. At that time there will be 5.8 million 
World War I1 veterans and 1.3 Korean conflict veterans in this 
age bracket out of our present living veterans and servicemen 
with war service. At the 1995 peak, 6 out of every 10 living 
males over 65 in the United States will be war veterans. 

Deeeladeets of Deceased Veteram 
In considering veterans' benefits, the widows of veterans must - 

also be taken into account-especially if death pensions on a 
general basis are proposed. Since most veterans are married 
to women younger than they are, and since women tend to out- 
live men, the aging of our existing war veterans toward the 
end of the century will also bring a big increase in the number 
of veterans' widows. 

The estimated number of widows or children who would be 
left by deceased veterans in future years are shown in table 7. 

TBBLE 7.-EatimateR Number of Veternns' Casea fn Whiclz Unremorried Widowe 
or Minor Children Would Be Living,' selected Yeare 1960-2000 

[Thousands] 

Total 

1 Excludes "peawtlme" or Renllar Estahllshment rases. 
1 Erom 1060 and 1865 a few cases from esrller wnrs are Included. 

Year (June 30) 

By the end of this century the number of veterans' widows is 
expected to be nearly as large as the number of remaining veter- 
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ans. Early in the next century the widows will begin to out- 
number the veterans. 

Putare Veterans 

No one can foretell what the future may bring in the way of 
new conflicts. We all hope for peace. However, in view of the 
uneasy state of world affairs, it would not be prudent in an- 
alyzing our veterans' programs to exclude the possibility that 
new conflicts may arise and add new veterans to the present 
ranks. 

I t  would be fruitless to conjecture on the shape of future events. 
The possibilities include everything from peace and reduced 
Armed Forces, to an uneasy truce, "police actions" on the model 
of the Korean conflict, or devastating atomic warfare. 

Severe atomic conflict would, in all probability, make the 
question of veterans' benefits as we know them now academic, 
since civilians as well as military personnel would become almost 
indistinguishable in their exposure to war risks and injuries. 
Accordingly, for purposes of exploring the veteran population 
curve of the future, the Commission has merely assumed that the 
Armed Forces will be continued at about their present strength 
of 3 million and that the annual turnover would release some 
700,000 ex-servicemen. On this hypothetical assumption, the 
number of living "peacetime veterans" with service since Febru- 
ary 1, 1955, in our civilian population would increase gradually 
from 4,000 on June 30, 1955, to 11.4 million in 1975, and to over 
26 million by the year 2000. (See chart IV.) 

It  should be recognized that while the peacetime ex-service- 
men who have served in the Armed Forces since February 1, 
1955, are not eligible under existing laws for veterans' readjust- 
ment and pension benefits, they are eligible for service-connected 
compensation and the indemnity and insurance benefits. How- 
ever, if the international situation should worsen perceptibly at 
some point in the next several decades, the new crop of veterans 
could readily exceed the modest figures here assumed. 

C H A R T  IV 
E S l l l A l E D  NUMBER OF 

PEACETIME EX-SERVICEMEN I N  C I V I L  LIFE* 
Selected Years, 1955 - 2000 

Mlllions of (JUNE 30) Muions 03 
EX-Sewlcemen S o  , Ex-Se~ic i "n  

1955 1985 1975 1985 1995 2000 
YEAR 

INCLUDES ONLY PEACETIME SERVICEmN ENTERING SERVICE AFTER 

FEB. 1. 1955. 
ASSUMES ARMED FORCES OF 3,000,000 WITH 700,000 ANNUAL TURNOVER. 

If this relatively conservative assumption should be borne c 
by history, the United States would be faced with a progressive 
increasing number of veterans and peacetime ex-servicemen 
its population for the rest of this century. For although the t 
isting wartime veterans would gradually diminish in number, t 
number of peacetime ex-servicemen would more than offset tl 
decline. (See chart V.) 

Veteru~s and Their PamiZies 
The benefits of the veterans' compensation, pension, inder 

nity, and related programs are paid to dependents of veterar 
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Thus the wives and minor children of veterans are or may be 
potential beneficiaries of veterans' benefits, and in some cases 
dependent parents and other relatives may qualify. Accord- 
ingly in appraising the impact of the veterans' programs in our 
society, it is necessary to consider not only the veterans them- 
selves, but also their families. 

Prepared for this Commission by the Veterans' Administra- 
tion, estimates of the number of people in households headed by 
veterans show that we are truly a nation of veterans. As of June 
30, 1955, veterans and their families together totaled an esti- 

mated 75 million persons, or 45 percent of our entire population. 
In addition, there are 3 million servicemen still in the Armed 
Forces who, with their families, are eligible for many veterans' 
benefits. Thus in all, 81 million persons, or 49 percent of all 
our population are today actual or potential beneficiaries under 
veterans' laws. 

The present situation is a striking change from that in 1940. 
At that time, just before World War 11, veterans and their fami- 
lies numbered only 15 million persons, or 11 percent of our pop- 
ulation. (See charts VI and VII.) Counting members of the 
Armed Forces and their families, the total was 16 million per- 
sons, or only 12 percent of the whole population. 

The projections show that wartime veterans and their families 
will increase in number to 78 million persons by 1965, at which 
time they will represent 41 percent of our increased total popu- 
lation. By 1975, however, the estimated number of persons in 
veterans' households is expected to decline to 65 million, and to 
represent only 29 percent of the enlarged total population. 

However, if members of the Armed Forces and peacetime ex- 
servicemen and their families are added in, the combined num- 
ber of persons in families of war veterans and peacetime ex- 
servicemen by 1965 will total 99 million, or 52 percent of the 
population; and by 1975, 110 million, or 50 percent of the whole 
population. (See charts VI and VII.) Thus, within the next 
10 years those who have served in the Armed Forces and their 
families will become a clear majority of our growing population. 

THE ECONOMIC AND SOCIAL CHARACTERISTICS OF  VETERANS 

The basic contention underlying demands for non-service- 
connected pensions and similar benefits for veterans who go 
through their service without any disability has been that the 
time and opportunity they lost while in military service placed 
them at a disadvantage with their civilian contemporaries. 
Thus in event of adversity in old age or illness arising in the years 
subsequent to discharge, veterans have laid the blame on their 
war service and have banded together to demand benefits from 
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the Government. This process has been heavily colored through 
the years with emotional and patriotic overtones which arise in 
connection with a subject made sensitive by association with all 
the feelings war raises in men and women. - 

To provide a more factual basis for appraisal of the need for 
benefits for veterans, and especially for veterans without service- 
connected disabilities, this Commission initiated a number of 
factfinding studies. These studies were principally aimed at 
ascertaining in an objective way the nature and extent of handi- 

MALE VETERANS, EX-SERVICEMEN, SERVICEMEN AND THEIR 

Selected Years, 1948 - 1975 
Percent (JUNE 30) 

a Members of Armed Forces and families 

Peacetime Ex-servicemen and families 

Wartime veterans and families 

a YEAR 
Includes wartime veterans, peacetime ex-servicemen with service 
since Feb. 1 1955, and members 'of the Armed Forces & their families. 

caps which were incurred by those who served in the Armed 
Forces, at determining how the present economic and social status 
of our veterans compares with that of nonveterans, and also at 
measuring the extent to which veterans themselves feel they are 
handicapped. 

In its studies the Commission used information already avail- 
able from such agencies as the Bureau of the Census, but also 
found it necessary to make several special surveys. The results 
of its studies are presented in several backup reports. The Com- 



mission strongly feels that much more research of this character 
needs to be done. At this point only a brief indication of the 
highlights of the facts developed by the Commission can be given. 

Condjtjons of Military Service 
No single factor has contributed more to the development of 

non-service-connected pensions in the United States than the 
argument that those who served in the Armed Forces suffered 
privation and were underpaid, while their civilian contempora- 
ries made large profits or worked in lucrative jobs. This ap- 
plies with a great deal of truth to our early wars-the Revolution 
and the conflicts up through the Spanish-American War. 

The Commission's data, of course, are broad averages based 
on large groups. They do not mean that particular individuals 
or particular groups within the Armed Forces are not disadvan- 
taged, or perhaps, benefited greatly. For example, in the case 
of the data on pay, the figures on an average basis should not be 
taken to mean that present pay scales are necessarily adequate to 
attract and retain in the Armed Forces certain highly skilled or 
important categories of enlisted and officer personnel-particu- 
larly in view of the increasing attractiveness of competitive indus- 
trial pay scales for technical personnel. 

Conditions of military service during any particular conflict 
in regard to such factors as medical care, diet, pay, and benefits 
must always be considered in relation to the prevailing capabili- 
ties and standards of the contemporary economy. It  is hard to 
say with scientific accuracy how much worse the servicemen in 
these earlier conflicts fared than the civilians, but the historical 
evidence available supports the view that they were exposed to 
hazards which undermined their health, and that their pay was 
low or, in the case of the Revolutionary soldiers, was paid in 
valueless currency. 

Assembled for this Commission by the Department of Defense, 
comparative data of some 2,000 pages on the Civil War, Spanish- 
American War, World War I, World War 11, Korean conflict, 
and the present period, show a striking improvement in the con- 
ditions of military service from the earlier conflicts to the present 

time. Data have also been provided by other departments-in- 
cluding the Departments of Labor, Commerce, Agriculture, and 
Health, Education, and Welfare--on the economic, health, die- 
tary, and other conditions of the civilian population in the United 
States during these periods. As may be expected, the conditions 
of civilian life have also improved greatly. 

While exact comparisons are difficult, this information indi- 
cates that the disparity between the economic and general situa- 
tion of servicemen and that of civilians has narrowed greatly 
since the Spanish-American War. When all factors are con- 
sidered, the gap for enlisted grades may have become inconse- 
quential by the time of the Korean conflict. 

i 
: In making its studies the Commission has endeavored to con- 
t centrate on factors which can be objectively measured-such as 
i methods of selection, extent and nature of military training, civil- 

[ ian utility of military occupational experience, rates of mortality 

1 from combat as well as disease, rates of pay, and nature of bene- 

6 fits provided to the servicemen during each of the major war 
periods. This naturally left out certain other factors which are 
difficult to measure but which are, nevertheless, important. 
Some of these factors are adverse from the standpoint of the 
serviceman-such as the rigors and strain of combat duty, the 
unique hazards of military service, the continuing disruption 
of family life, impact on moral standards, extra costs of sup- 
porting or moving families under the unsettled conditions of 
military life, regimentation and disciplinary restrictions, and the 
like. Other factors of military experience are all to the good. 
For example, the character building effect of military life, the 
gain of experience in dealing with people and organizations, and 
the broadening of horizons through travel and diverse experience 
on the part of young and generally inexperienced men are often 
cited. These intangible factors are difficult to weigh and they 
point in opposite directions. The factors which the Commission 
has been able to measure, at least in part, include the following: 

Selection process has improved.-A definite trend toward the 
more equitable selection of those called to military service is 



indicated by the increasing use of selective s e c e  For example, 
data on the occupational distributions of World War I1 Army 
and Navy personnel indicate a highly representative cros section 
of our male population was serving in the Armed Forces. 

Military occupations have civilian transfer value.-From the 
Civil War to World War I there was a drastic change in the 
nature of the Military Establishment. Ninety-three percent of 

all enlisted during the Civil War were in strictly military-type 
occupations; by World War I only 34 percent; at present only 
25 percent. (See chart VIII.) As the Armed Forces become 
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more mechanled and specialized, they require an increasing 
number of specialists. This means that time spent in military 
service is no longer wasted. Instead it may enable the service- 
man to acquire experience which will be useful in later civilian 
life. A job-by-job study of military occupations by the Depart- 
ment of Labor confirms the fact that most of the military occu- 
pations at present are similar to occupations in civilian life, al- 
though civilian job opportunities in some lines are restricted. 

More specialized training given.-To fill their needs for per- 
sonnel to perform increasingly complex jobs and operate valuable 
equipment, the Services have increasingly been giving inservice 
training. This trend began with World War I, and was stepped 
up greatly during World War I1 and subsequently. For ex- 
ample, during the Korean conflict 27 percent of all Army per- 
sonnel and 68 percent of Navy personnel received some special- 

hazard of military service.-Perhaps there is no 
better index of the high standard of general care which United 
States military personnel have received during recent conflicts 
than the rate of deaths in service. Disease, rather than combat, 
has been the major enemy of soldiers throughout history. Medi- 
cal care in civilian life has improved by leaps, but the medical 
services of the Anned Forces during recent conflicts have prob- 
ably made military life safer on the average than civilian life in 
this respect by providing more adequate medical care. The 
battle death rate has dropped sharply since the Civil War, in part 
s the result of improved medical care, and in part as the result 

of a lower rate of casualties. (See chart IX.) While many 
en died in the recent conflicts, these figures show that the risk 

s of life to those who participated in the more recent con- 
s has been but a fraction of that faced by the Civil War 

risks, however, still remain. Although the mortality 
te overall of the Korean conflict was about one-twentieth of 

f the Civil War; the hazard from wounds has not decreased 
rply. In both World War 11 and the Korean conflict. the 
f wounded to killed was over 3 to 1. 

Q 1 



C H A R T  IX 

MORTALITY RATES OF ARMED FORCES * 
Rate of Deaths per 

FRO1 CIVIL WAR TO PRESEH'I 
Rate of Deaths per 

1000 Man-Years 1000 Man-Years 
120 120 

Legend: 

Battle casualties 

Disease and other causes 100 

CIVIL SPANISH- WORLD WORLD KOREAN PRESENT 
WAR AMERICAN WAR I WAR I1 CONFLICT 

WAR 

F I G U R E S  FOR FIRST THREE PERIODS ARE BASED ON ARMY AND MARINE 
EXPERIENCE; THEREAFTER ON EXPERIENCE OF ALL SERVICES. 

Source: Department of Defense 

Compensation of military personnel has been improved.- 
The pay of military personnel has been increased materially since 
World War I, and in particular since the enactment of the Career 
Compensation Act of 1949-legislation designed to establish rates 
of pay for military grades comparable to those paid in industry 
for jobs demanding equal responsibility or capability. Addi- 
tional increases were enacted in 1952 and 1955 to offset increases 
in the cost of living after 1949 and to provide incentives for 
military personnel to serve on a career basis. If one notes the 
high preponderance in the Armed Forces of young and inex- 

perienced men, and the various items of pay in kind, it becomes 
apparent that a pronounced disparity between the pay of mili- 
tary personnel and that of civilian workers no longer exists. 

In appraising the compensation of military personnel, one 
must take into account three elements which make up the total 
or gross compensation-an amount roughly comparable to what 
a civilian worker might earn. The three elements are: (1 ) Basic 
pay; (2) allowances in cash to officers, and maintenance in 
kind or quarters and family allowances for enlisted men; and 
(3) special items such as incentive pays, Government services 
including medical care, and tax exemptions. 

The basic pay represents only the part of his total compen- 
sation which an enlisted man typically receives in cash. Since 
the enlisted man also receives food, clothing, and shelter in 
addition at Government expense, his basic pay usually repre- 
sents around half of his total compensation For officers, the 
basic pay rates are supplemented by cash allowances for 
quarters and subsistence, which increase basic pay by about 35 
percent at the present time. 

Table 8 shows a comparison of the average pay in the Armed 
Forces, first on the basic-pay basis and secondly on the more 
inclusive basis embracing the value of food, clothing, and shelter 
provided in kind (or as family allowances) to enlisted men or 
as cash allowances to officers. 

As is shown in table 8, the average basic pay in the Armed 
Forces from Civil War days to the present time has increased 
from $231 per man to $2,067-a ninefold increase. From the 
index in the lower half of the table it can be seen that basic pay 

1 on the average from World War I to the present has undergone 
- -- -- --- 

j a fourfold increase for enlsted men. Cidian pay has also in: 
i creased nearly fourfold from 1918 to the present. (See table 

10.) I 
1 The figures in this table are in current dollars. The cost of 
I living index has risen materially since the Civil War, and even 
! 
; since World War I. The figures on the cost of living index- 

which are not very reliable over a long period and which cannot 



be applied with great confidence in a situation where main- 
tenance in kind is provided-are as follows : 

Even allowing for the decline in the value of the purchasing 
power of the dollar according to the above index, it can readily 
be seen that basic pay has risen substantially through the years. 
For example, in 1918 the average basic pay for all military per- 
sonnel in 1947-49 dollars would be equal to about $797 as com- 
pared to $1,805 in 1955-an increase of 126 percent. For en- 
listed men alone, on the same bases, the average in 19 18 would be 
equal to $652 and $1,460 in 1955-a rise of 124 percent. The 
figures are admittedly rough, but the trend is clear. 

The right half of table 8 shows the figures on basic pay plus 
allowances. As is shown, average pay plus allowances and main- 

TABLE 8.-Estimated Average Basic Pay and Basic Pay Plus Allowances for 
Oncera amad Enlisted Men Q the Armed Forces 

[Selected years, 1886-19561 

Annual rate in current dollar8 

Year 

I I 

Index of annual rate (1918=100) 

Average basic pay 1 Averwe badc pay plus allowances 3 

1 Weighted average, b d  on base and longem pay only. 
2 Weighted aver8 e of baste pay plus regular 8owanoes furnished in cash or food, clotbinc and shelter 

in klnd. ~xcludes?nmntive and other special pay, medioal care. and value of tsx exemptlord. 
Source: Department of Defense. 

, tenance for all personnel in current dollars in 1865 was $510 as 
: compared with an average of $3,222 in 1955-figures reflecting a 
, sixfold increase. Since the average for all personnel in 1918 

was only $968, there has been more than a threefold increase in 
the value of cash pay plus allowances between 1918 and 1955. 
For enlisted men alone the average of $870 in 1918 compares 
with $2,742 in 1955--over a threefold increase. For officers 
the increase during this period was only about two and one-half 
times. The ratio of increase for all personnel is greater than 
the increase for either grades taken separately because of the 
increasing proportion of higher grade personnel through the 
years. 

The quoted figures are in current dollars. However, if they 
are deflated by the cost of living index in previous reference, the 
increase in real compensation from 1918 to 1955 for all personnel 
was 86 percent. For enlisted men alone it was 76 percent. 

The third element which must be taken into account in ap- 
praising the total compensation of military personnel consists 
of a group of special items. One category in this group includes 
a number of incentive pay items such as flight or combat pay, 
overseas or sea-duty pay and such other items as bonuses for 
reenlistment and mustering-out pay or terminal leave pay given 
upon separation. Comprehensive series are not available for 
early periods, but data from the Department of Defense since 
1945 indicate that the average cost per man of the various special 
pay items in the various services was as follows : 

TABLE 9.-Average Cost of Incentive Pay, Bonuses, and Related Payments per 
Man in Armed Forces for fliscal Years 1945,1952, and 1955 

Flscnl year and cntepory 1 A m y  / Air Porn I Navy I Marine% 1 All services 
-- - -- -- -- -- 

1945: 
All personnel.. ....................... 

................................ Officers 
............................... Enlisted 

1952: 
.......................... All personriel 

.............................. Olflcers 
.............................. Enllsted 

1965: 
.......................... All person~~el 

OWcers. ............................. 
............................... Enlisted 

1 Included In Anny. 



These average figures are sizable, but they need to be used with 
care. Some of the incentive pays (such as flying pay) included 
in this group are not evenly distributed among military person- 
nel, since some get much more than others. The separation pays 
(mustering-out pay and terminal-leave pay) tend to be widely 
distributed, but to lag because they are paid upon separation. 
For example, the 1955 figures reflect payments to Korean con- 
flict servicemen leaving the Armed Forces. 

Another item of major importance in the special category is 
the medical care which is provided by the Government for all 
military personnel, and for their families when and if facilities 
are available. Figures are not obtainable for all the services on 
the cost of medical care, but Army data show that in the 3 
years 1945, 1952, and 1955, the cost per serviceman averaged 
from $334 to $434. Even by the standard of civilian spending 
for medical care, which is about 5 percent of income on the av- 
erage, the medical care in military service would appear to have 
a value of about $200 per year for the average serviceman. 

Finally, military personnel are entitled to various tax exemp- 
tions which, in effect, mean an increase in real compensation. 
During World War 11, military pay up to $2,400 per year was 
tax exempt. Similar exemptions were provided during the Ko- 
rean conflict, but they were limited to the servicemen who saw 
duty in the combat area. In addition, the maintenance pro- 
vided military personnel in kind and all the quarters, subsistence, 
and family allowances are not subject to taxes. The value of 
these exemptions can be measured by comparing the taxes which 
a civilian and a military man, each with a wife and one child, 
would pay if they had no other income. 

Federal inwme tax 
Year 

I Enllsted man. 
8 officer. 

A precise comparison between the total compensation of mili- 
tary personnel and that of civilians is difficult to make. Military 
personnel must make a number of unique expenditures incident 
to military life. Travel allowances seldom cover the cost of mov- 
ing a household from one base or station to another. Frequent 
separations from families increase travel outlays. While mili- 
tary jobs are becoming more and more like those in the civilian 
realm, military occupations have many special elements. Mili- 
tary personnel are also selected on the basis of standards which 
eliminate the physically unfit and the subnormal-a process 
which tends to lower the civilian average which includes this seg- 
ment of the population. However, evidence indicates that the 
levels of military compensation have been raised, and in recent 
years there has not been a major disparity between the pay of 
military personnel and that of people in the civilian economy. 

The improvement in military compensation can be indicated 
in two ways. First, a comparison of the average pay and allow- 
ances in the Armed Forces in 1955 of $3,222, plus the additional 
item of special compensation (incentive pays, medical care, and 
tax allowances) which probaly have an average value of around 
$800, indicates that the weighted average compensation of mili- 
tary personnel is about $4,000. This figure--the average gross 
compensation of military personnel in fiscal 1955-may be com- 
pared with two sets of figures on the compensation of civilian 
employees. One of these is the average wages and salaries of 
all paid, full-time, nonagricultural workers in the United States, 
adjusted for unemployment. The amount, as estimated by the 
Department of Labor for calendar 1954, was about $3,800. The 
trend in this series for earlier years is shown in table 10. 

The second set of figures are the Bureau of the Census statistics 
on the average income of employed males in the calendar year 
of 1954. These data showed a median income of $3,562 which, 
on a weighted-average basis (precise figures are not available) 
would probably be in the neighborhood of $3,700. This com- 
parison is admittedly rough. The Census figure is understated 
because it includes a number of male workers who are only in 
the labor force part time. On the other hand, the Armed Forces 



C H A R T  X TABLE 10.-Average Cornpeneation op Civilian Nonfarm Workers, for Selected 
Years 1865-1954 

Average annual compensation In current 
dollars 

Average annual 
compensation in 
constant 1947-49 

Year for unemploy- 
ment 
- Full-time 

employ- 
ee 

Amount 1 l$E~oo 

I I I I I I 

Source: Bureau of Labor Statlstics, U. 8. Department of Labor. 

include a much larger proportion of young men below the age of 
24 than the civilian labor force-at an age when the Census fig- 
ures show earnings in civilian life are low. 

The pay relationship may also be considered in terms of trends. 
Since the typical veteran was an enlisted man and since the tra- 

Percent of 

. - 
ditional argument that military personnel are underpaid applies 
with greater force to the enlisted ranks, this becomes an impor- 
tant point for investigation. Because the bulk of enlisted men 
are provided food, clothing, shelter, and medical care in kind, 
and these are the essential needs it is useful to focus on the trend 
in their basic pay. For lack of a better term, this may be called 
their "cash spending money." 

Adjusted for 
unemployment 

The accompanying chart (chart X)  compares the trend in 
average basic compensation for enlisted personnel from 1865 to 
the present to the trend in the average compensation of full-time 
employed workers (excluding agricultural laborers) in the 
United States. In this chart, 1918 is arbitrarily taken as 100 for 
both series, although they are different in amounts. As can be 
seen, the two curves parallel each other closely. The "cash 
spending money" (basic pay) position of enlisted men since 19 18 
has improved somewhat, compared to the total earnings by civil- 
ians. The improvement has been most pronounced since the 
Career Compensation Act was passed in 1949. Both sets of fig- 
ures on which these trends have been computed are in terms of 
"current" dollars. On this basis, average "basic pay" of en- 

tpzeb,o- 

CONPARISON OF TRENDS I N  AVERAGE BASIC P A Y  
FOR ENLISTED Mll . lTARY PERSONNEL AND AVERAGE PAY 

OF C I V I L I A N  NON-FARM WORKERS 
Index of corn- l n d e ~  of weighted Averages, Index of corn- 
pensation in Selecled Years 1865-1955 pensation in 
current dollars 1918=100 for Each Series current dollars 

(1918 = 100) (1918 = 100) 

4 0 0 1 1 4 0 0  

Average compensation of civilian 
non-farm workers 

160 1918=$1,059=100 

80 
Average basic pay 

of enlisted men 
1918=$417=100 

YEAR 
Source: Department of Defense and Depaftment of Labor 

listed men between 1918 and 1955 have increased 301 percent. 
During the same period the increase in total civilian compensa- 
tion of all full-time paid workers (excluding agricultural em- 
ployees) has been 259 percent. 

Benefits in military service.-A major new development in 
military compensation has been the growth of various "deferred" 
or "contingent" benefits. Included in this category are some ma- 
jor benefits provided through the Veterans' Administration, but 
they are nevertheless important to the serviceman as a morale 
factor. Here, again, the big improvement started with the War 
Risk Insurance Act of 191 7, which provided improved disability 



and death compensation and established a system of low-cost 
Government insurance to supplement it. During World War I1 
and subsequent periods, the disability and death compensation" 
benefits were further improved and the survivor benefits in the 
form of insurance and indemnity benefits have been continued. 
The crediting of military service on a gratuitous basis since 1940 
under the old age and survivors insurance program has added 
to the amount of survivorship protection under the other pro- 
grams. 

The development of these survivor benefits, together with the 
payment of family allowances which was started during World 
War I and continued during World War I1 and subsequent pe- 
riods, has enabled a serviceman with family responsibilities to 
serve with the confidence that his family would be provided with 
at least the basic living requirements while he was in service, as 
well as afterward in the event of his death. This assurance was 
not available to those who served in the wars preceding World 
War I. The development of "fringe" benefits for the Armed 
Forces has, of course, in large measure paralled a similar trend 
in the civilian economy. Particularly in recent years, fringe 
benefits have grown very rapidly in the business world. 

IS MILITARY SERVICE A HANDICAP: WHAT DO THE VETERANS 

THINK? 

The facts which were gathered for the Commission by the De- 
partment of Defense indicate that conditions of military service 
have improved in favor of the serviceman since the turn of this 
century. Before these facts were available, the Commission, 
through the survey made for it by the Bureau of the Census, un- 
dertook to find out how the veterans themselves appraised their 
past military service. 

The results of the Census questionnaire-which covered vet- 
erans of all wars on a nationwide and scientific sample b a s i e  
strongly confirm the results of the Defense Department research. 
(See chart XI.) Four veterans have found their military service 
helped them for every one who found it a handicap. 

C H A R T  XI 

H O W  VETERANS EVALUATE T H E I R  M I L I T A R Y  S E R V I C E  
C e n s u s  S u r v e y ,  O c t o b e r  1 9 5 5  

In a nation-wide sample survey of veterans of all wars, 
the questionnaire included th i s  question: 

LOOKING BACK, HOW HAS THE TIME YOU SPENT 
I N  THE ARMED FORCES AND THE TRAININ);, SIULLS, 

XPERIENCE YOU ACQUIRED THERE, AFFECTED 
EMPLOYMENT AND PROGRESS IN CIVILIAN 

Veterans were asked to check one of five boxes. Of 7,100 

1. Helped me considerably. 

2. Has been of some benefit. 

3. Not much effect either 

but what I learned in serv- 
ice helped me later. 

5. H a s  been a handicap or 

ASSISTANCE TO VETERANS FOLLOWING THEIR SEPARATION FROM 
MILITARY SERVICE 

Along with the dramatic improvement in conditions of mili- 
tary service, a revolution in the Government's attitude toward 
veterans occurred with the institution of the readjustment benefit 
programs. As was indicated in chapter 11, veterans of World 
War I and the earlier conflicts received little more than muster- 
ing-out pay unless they were disabled. The vocational rehabili- 
tation program for the disabled World War I veterans, however, 



was a marked improvement and enabled the Government to 
provide assistance to 180,000 veterans at a cost of $645 million. 

The call of over 16 million men to the colors during World 
War I1 and the economic difficulties which were anticipated 
in their subsequent absorption by the civilian economy after the 
war, brought enactment of the "GI bill of rights" in 1944. 
IJnder this program, the Government undertook to provide 
timely assistance to help restore returning servicemen to normal 
life in their communities. This was done through the education 
and training program under which the Government provided 
assistance to about 50 percent of the veterans at a cost of $14.5 
billion; through loan guaranty assistance under which $31.8 bil- 
lion in home, farm, and business loans have been obtained by 
veterans; and through the unemployment and self-employment 
allowances under which payments of $3.8 billion were made to 
over 8 million veterans. These benefits were also supplemented 
by mustering-out pay, terminal-leave pay, reemployment rights, 
and preferences in civil-service employment. 

Essentially the same benefits, but in somewhat modified form, 
have been continued for the Korean conflict veterans. This 
group was in, of course, a much more favorable position than the 
World War I1 veterans as respects employment prospects. 

While the World War I group did not receive readjustment 
assistance, except vocational rehabilitation for those who were 
service disabled, they received payment of $3.8 billion in "ad- 
justed compensation" in the 1930's. This assistance came at a 
time when it was badly needed by many veterans because of 
difficult economic conditions. The average bonus payments 
of $900 per veteran to the World War I group were roughly 
equivalent to the cost of the Veterans' Administratioin readjust- 
ment benefits for World War I1 veterans which have averaged 
something over $1,300 per man, but have been in dollars of lesser 
value. 

ECONOMIC AND SOCIAL STATUS OF VETERANS A T  PRESENT 

Data from the Bureau of the Census show that the economic 
condition of veterans as a group is better than that of nonveterans 

in comparable age categories. World War I1 veterans as a group 
appear to have overcome their readjustment problems by 1948. 
Starting with that year, their median incomes have been consist- 
ently in excess of the median incomes of male nonveterans in 
comparable age groups. The veterans of World War 1, who are 
now predominantly in the 55-64, and over 65 age groups, also 
are better off incomewise than nonveterans in the same age 
groups. In the case of both these wars, considerably more vet- 
erans than nonveterans are in the better paying professional and 
technical occupations. 

In terms of social characteristics, no data were uncovered 
which showed veterans were at present materially worse off than 
nonveterans in the same age groups. The favorable showing of 
veterans in economic and social spheres is in part a natural re- 
sult of the fact that they were a relatively select group when 
taken into military service. 

The Present Situution of Worlrt War ZZ Veteruns 
Money income.-In the calendar year 1954, the total monthly 

income of male noninstitutionalized veterans of World War I1 
was substantially higher than that of nonveterans in comparable 
age groups. In the age group 25-34, which includes about two- 
thirds of the World War I1 veterans, the median income of the 
veterans was $3,978, or 29 percent higher than the $3,073 median 
income of nonveterans. For the next largest age group of 
World War I1 veterans, in ages 35-44, the median income was 
$4,227 as compared to $3,818 for the nonveterans, a differential 
of 11 percent. 

In 1947, the first year for which income figures on World War 
I1 veterans are available, the incomes of veterans in both of these 
groups were only 93 percent as high as those of the nonveterans. 
However, starting with 1948, the difference was overcome, and 
subsequently here has been a steady increase in favor of veterans, 
especially in the 25-34 age group. (See chart XII.) 

Occupational distribution.-Available data as of calendar 
1952 indicate that there is a significantly higher proportion of 
veterans in the professional and technical occupational groups. 
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Correspondingly, the proportion of veterans in the common labor 
groups was lower. 

Work status.-Despite the fact that the veterans' group in- 
cludes some who are disabled from service-connected causes, 82 
percent of the veterans worked 48-52 weeks during calendar 
1952, as compared to only 80 percent of nonveterans in the 
25-59 age group. This differential in favor of veterans was 
evident throughout the various age groups. 

Educational level.-There are very striking differences be- 
tween World War I1 veterans and nonveterans in all age groups. 

The median education level of World War I1 veterans in Octo- 
ber 1952 was 12.2 years of school; for nonveterans in the 25-59 
year group, the median was only 9 years. In a large measure this 
difference represents the effect of the GI bill benefits provided to 
the veterans; it also reflects selection standards used in drafting 
men during World War 11. 

The disparity in the educational level of veterans as com- 
pared to nonveterans is evident in all age groups. Strikingly, 
only 23 percent of the World War I1 veterans have completed 
not more than 8 years of school, while nearly 50 percent of non- 
veterans are in this category. Conversely, 32 percent of the vet- 
erans have completed high school; only 18 percent of the non- 
veterans. Similarly, 24 percent of all World War I1 veterans 
have had at least 1 year of college as compared to only 13 percent 
of the nonveterans. Since education is a very important index 
of probable success in later life, it is evident that World War 
I1 veterans, as a group, have a much better outlook than non- 
veterans. 

Marital status.-Census data for April 1952 show that the 
marital status of World War I1 veterans and nonveterans in tht 
25-59 age group is almost the same. Ninety-six percent of tht 
veterans were married as compared to 95 percent of tht 
nonveterans. 

Number of childr1.n.-A comparison of the households of vet. 
erans and nonveterans, by number of children under 18 year: 
of age, indicates that World War I1 veterans had fewer childrer 
on the average than the nonveterans. This may reflect a dela! 
on the part of veterans in getting families started; or it may bc 
associated with their higher income level. For example, in thc 
25-34 age group, 22 percent of the veterans had no childrer 
under 18, while only 19 percent of the nonveterans were in thi 
category. On the other hand, while 18 percent of the veteran 
had 3 or more children under 18, nearly 32 percent of the non 
veterans were in this category. 

In the 3544  age group, 31 percent of the veterans had nc 
children; 18 percent of the nonveterans. At the other end of thc 
distribution, 20 percent of the veterans had 3 or more children 



while about 35 percent of the nonveterans had 3 or more chil- 
dren. 

Liquid assets and home ownership.-The Commission was 
unable to obtain comprehensive data on the total asset position 
of veterans as compared to nonveterans. However, data from 
the Federal Reserve Board's Survey of Consumer Finances, indi- 
cate that veterans in calendar 1948 as a group had significantly 
larger liquid asset holdings than nonveterans, and that in 1955 
they were at least as well off. 

Similarly, as to home ownership, the percentage of veterans 
owning homes was at least as large or larger in both years. The 
percentage of veterans owning homes in 1948 was slightly higher 
in the 19-24-year group, and slightly lower in the 3 5 4 4  group. 
By 1955, veterans appeared to own homes in equal or greater per- 
centages in all age categories, except the few aged 45-54 years. 
Accurate information on the median amount of equity in homes 
for 1948 was not available, but there was some evidence based on 
data for early 1949 that veterans had lower amounts. For 1955, 
it appears that veterans have approximately the same amount of 
equity in age groups 25-34, but smaller amounts in other age 
groups than the nonveterans. 

The Present Situatiom of World War I Vetera~s 
Data from surveys by the Bureau of the Census indicate that 

World War I veteran-who are now largely in their fifties and 
sixties-are also better off than nonveterans in the same age 
groups. The incomes of the veterans are higher than those of the 
nonveterans and significantly more veterans than nonveterans are 
in the professional category. 

The evidence is somewhat blurred because census data on the 
older "veterans" cover both "peacetime" as well as wartime vet- 
erans. However, the preponderance of World War I veterans in 
these age groups is known to be so great that the conclusions are 
unaffected. 

Money income.-The median total money income of veterans 
with income in the age 55-64 group (excluding any veterans of 
World War 11) in calendar 1954 was $3,342 as compared to 

$3,123 for all other males in the same age group. In the age 
group 65 and over, the veterans with income had a significantly 
greater margin, since the median annual income was $1,715 as 
compared to only $1,221 for the other males in this category. 

At the same time, a higher proportion of veterans than non- 
veterans in these groups had incomes. In the 55-64 age group, 
97.2 percent of the veterans had incomes; 95.4 percent of the 
nonveterans. In the 65-and-over category, 96.2 percent of the 
veterans had incomes as compared to 91.9 percent of the non- 
veterans. 

Occupational status.-Data from the April 1955 census sur- 
vey show that 81.9 percent of the veterans (other than World 
War 11) were employed, compared to 83.7 percent of the other 
males in the 55-64 age group ; and 43.1 percent of the veterans 
compared to 37.3 percent of the nonveterans in the over-65 
group. 

Among those employed in the 55-64 group, the most notice- 
able differences in the occupational distribution was that 10.4 
percent of the veterans were in the professional and technical 
category while only 6.5 percent of the nonveterans were in this 
group, and only 9 percent of the veterans were farmers as com- 
pared to 13 percent for all other males. In the over-65 age 
group, veterans were even more noticeably in higher level occu- 
pations than nonveterans. 



Chapter IV 

THE COST OF VETERANS' PROGRAMS 

The budget expenditures for veterans' benefits and services by 
all Federal agencies in the fiscal year 1955 amounted to $4.5 
billion. This was more than eight times the $560 million spent 
for veterans' benefits in 1940. (See chart I.) This increase 
was the natural result of the tremendous increase in the veteran 
population since 1940 and of the wider variety of benefits pro- 
vided to veterans under more liberal conditions. 

The Pattern of Veterans' Expenditures 
The pattern of veterans' expenditures for any war under the 

laws now on the books will show two peaks with a long valley in 
between. The first peak comes within a few years after the end of 
the conflict and results from increased outlays in two sets of pro- 
grams: readjustment benefits and compensation benefits. Ex- 
penditures for readjustment benefits rise sharply for 2 or 3 
years and then fall off just as sharply toward a lower level in a 
half-dozen years. For example, Veterans' Administration read- 
justment benefits for World War I1 veterans reached a peak in 
the neighborhood of $3.5 billion annually in the fiscal years from 
1947 to 1949, and by 1955 had declined to only about $100 mil- 
lion. The second factor adding to the early peak is the increase 
in expenditures for compensation and insurance benefits to pay 
claims for service-connected disabilities and deaths resulting 
from the conflict. 

In terms of sustained expenditures, the rise in the compensa- 
tion roll following a war is by far the most significant. This is 
because compensation cases remain on the roll for many years. 
In the case of dependents, they remain until the children reach 
18 or 21, or until the widows remarry or die. In the instance of 
disabled veterans, benefits are paid until recovery, or until death 

if the disability is permanent. Accordingly, the compensation 
roll, which increases sharply after a conflict, declines very slowly 
over many  ears-and even this trend may be checked by an 
increase in rates or a liberalization of eligibility requirements by 
new laws. 

The second peak in veterans' expenditures following the end 
of a conflict occurs some 40 to 60 years afterward. This is the 
non-service-connected pension peak. Pension expenditures tend 
to begin at a very slow rate, since there are likely to be very few 
veterans totally disabled from nonwar causes in the younger ages 
and relatively'few deaths. But as a group of veterans advance in 
age, the number of the disabled increases and deaths mount. 
Typically, as the veterans reach age 65-70 they come on the 
non-service-connected pension rolls in large numbers. Then, as 
these venerable veterans die, their widows claim benefits in large 
numbers and keep the expenditures going at a high level. Since 
only a fraction of the veterans who serve in a conflict tend to be 
disabled from war causes, the pension peak is likely to greatly ex- 
ceed the compensation peak, especially if general or service 
pensions are provided. 

The pattern of expenditures from 1921 to 1940 in chart I re- 
flects a merging of these diverse forces. I t  reflects the service- 
connected death and disability compensation expenditures for 
World War I veterans, which rose in the 1920's and early 193OYs, 
declined somewhat following the Economy Act of 1933, and then 
recovered slightly and essentially leveled off until the late 1940's. 
In addition, it includes a rise in non-service-connected pensions 
for Spanish-American War veterans and their dependents from 
a low level in the early 1920's to a peak in the late 1940's. 
Finally, the peaks in 1931 and 1936-37 reflect payments by the 
Treasury on the World War I bonus of $3.8 billion. 

The impact of World War I1 on veterans' expenditures was 
not evident until the war ended. Starting in 1945, there was a 
precipitous tenfold rise to a peak of nearly $7.4 billion in 1947 as 
readjustment, insurance, and compensation expenditures for 
World War I1 veterans became dominant. Thereafter, an al- 
most steady decline took place until 1954 as World War I1 read- 
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justment programs tapered off. In 1955, the combined effect 
of the new Korean conflict readjustment and compensation bene- 
fits and the rise of non-service-connected pension outlays for 
the aging World War I veterans once more turned the trend up- 
ward. 

Per Capita Cost of  Veterans' Benefits and Services 
One measure of the importance in the rising trend in veterans' 

expenditures is to view them in terms of the average cost for 
every man, woman. and child in the United States. Chart 11, 
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which shows the trend in Federal expenditures on a per capit 
basis, illustrates the increasing impact of veterans' programs i: 
our society. In 1955, the cost of Federal veterans' benefits an1 
services was $27 per American citizen. Since the average famil 
or household includes about 3v2 persons, this means that eacl 
,family, on the average, must pay in taxes about $95 a year ti 
support veterans' programs alone. 

This $27 per capita cost of veterans' programs in 1955 is on1 
slightly over one-half the cost per person in 1947, the post-Worlc 
War I1 peak. However, it is from four to six times greater thai 
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the cost of $4 to $7 per capita during most of the years from 
1920 to 1944--a substantial increase even if rising prices are 
taken into account. 

Veterans' Expelzditures in Relation to Total Federal Expelzditures 
The increase in cost of the veterans' programs, of course, has 

occurred a t  the time when total Federal expenditures have in- 
creased tremendously. The Federal budget in the 1920's was 
typically about $3 billion; toward the end of the 1930's it rose 
to nearly $9 billion a year. However, now it is at the level of 
about $65 billion a year. 

Of this expanded total of $65 billion, which amounts to $390 
for every man, woman, and child in the United States, the vet- 
erans' expenditures of $4.5 billion are only 7 percent or $27 
per capita. 

The Indirect Costs of Veterans' Benefits and Preferences 

In appraising the costs of veterans' programs to the Federal 
Government or their impact on the economy of our society, it 
should be noted that figures are available on only the directly 
identifiable costs of veterans' benefits. Veterans' programs have 
significant effects beyond those reflected in budget expenditure 
figures. For example, the Veterans' Administration loan guar- 
anty program-under which $34 billion in loans have been in- 
sured or guaranteed since 1945 under a preferential interest rate 
of 4 or 4% percent-has profoundly affected the whole mortgage 
and financial situation and the home building and ownership 
pattern of the country. The effect of this program on national 
credit policies has certainly been of more significance than the 
Government expenditures which the program has occasioned to 
date. The tremendous contingent liability which the Govern- 
ment has in event of possible future defaults on Veterans' Admin- 
istration guaranteed mortgages may-especially if there should 
be an unforeseen economic downturn-be reflected in large 
future budget costs. 

The significance of the various special preferences for veterans 
is also difficult to assess, but it is undoubtedly very great. For 
example, within the Federal establishment the veterans' pr ef - 

erences dictate in major measure who is hired and who is fired. 
In this way they undoubtedly influence the efficiency and morale 
of our 2 million Federal employees. Such preferences are com- 
mon also in public employment at State and local government 
levels. 

State and Local Governrnelzt Veterans' Prograrns 
Along with the expanding scope of Federal programs for vet- 

erans, the Commission's surveys showed that there has been much 
veterans' legislation enacted by State legislatures, particularly 
since World War 11. These State laws provide not only exten- 
sive veterans' preferences, but services such as homes for old vet- 
erans, pensions, educational grants, land grants, and loan privi- 
leges. 

Of all cost benefits, the State veterans' bonus benefits have 
been the largest. As of June 30,1955,21 States had enacted and 
largely paid bonuses for World War I1 service costing $2.4 bil- 
lion. On  the same date, legislatures of 12 States had enacted 
bonuses for Korean conflict services estimated to cost $200 mil- 
lion, and had already paid $7 l million. 

The trend of State government expenditures for veterans' pro- 
grams and their purposes is indicated in table 1. 

Future Trends in Veterans' Expelzditwes Under Existing Laws 
Since the bulk of veterans' expenditures for any conflict 

comes many years after the end of the war, it is especially im- 
portant to look far ahead in formulating policy in this field. The 
first-year cost of a proposal in this field is usually but a small frac- 
tion of the ultimate cost. 

The long-term trend in Veterans' Administration expenditures, 
even under existing laws and regulations, is upward. Although 
most of the World War I1 readjustment expenditures have been 
made and service-connected disability and death benefits have 
essentially leveled off, the upward sweep in non-service-connected 
pension payments will mean that expenditures during the re- 
mainder of the century are likely to rise considerably above the 
levels of recent years. This assumes that existing laws and regu- 
lations will not change and that there will be no increases in 



benefit rates. I t  also assumes that there will be no readjustment 
benefit programs enacted for the peacetime servicemen who 
enter military service after February 1, 1955, when entitlement 
to the Korean GI bill benefits was terminated. 

As can be seen in chart 111, a gradual rise in expenditures is 
indicated during the next 30 years. The mounting costs are 
mainly in the non-service-connected pensions. The increase in 
the first 10 years is due to non-service-connected disability and 
death pensions for World War I veterans and their survivors. I n  
this same period, service-connected disability expenditures will 
increase slightly as a result of the recent Korean conflict. As 
many World War I1 veterans reach the age of 65 between the 
years 1985 and 1995, the high point will be reached. The rise 
will occur notwithstanding the fact that expenditures for dis- 
ability compensation are expected to decline substantially after 
reaching their peak level around 1965. 

The importance of non-service-connected pensions in the fu- 
ture picture of veterans' expenditures can be seen from table 2 
and from chart 111. During the fiscal year 1955, non-service- 
connected disability and death pensions accounted for $800 mil- 
lion out of the $4.4 billion of Veterans' Administration expendi- 
tures. By 1965 the rate of non-service-connected pension out- 
lays will be more than doubled, and will reach $1.7 billion an- 
nually. Then by 1985 the non-service-connected pensions will 
account for $3.4 billion out of an estimated $6 billion. This will 
represent more than a fourfold increase in non-service-connected 
pensions in the next 30 years. 

These expenditure projections are made on the assumption 
that existing laws and regulations will continue. They also 
assume present price levels and continuing high-level employment 
in the economy. The latter assumption is important, because an 
economic downturn would cost many veterans their jobs and 
they would probably turn to the non-service-connected pension 
program for assistance. 

In  the expenditure projections a major assumption has been 
made with respect to the proportion of veterans who would be 
eligible for non-service-connected pensions in future years. Ex- 
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perience with respect to the World War I group of veterans indi- 
cates that an increasing proportion of veterans over 65 are quali- 
fying for non-service-connected pensions. In the fiscal year 
1947 only 15 percent of the World War I veterans who were 65 
or over were on the pension roll. Since then the percentage has 
risen steadily. At present, 34 percent of the veterans who are in 
this age group are drawing pensions, and this figure is under- 
stated because of a lag in their placement on the roll. Accord- 
ingly, in the projections based on assuming existing laws, the 
assumption has been made that 50 percent of the veterans who 

will reach 65 will be on the non-service-connected pension roll 
in future years. 

The Outlook for Veterans' Expenditures in Future Years If 
General Pensions Are Elzacted 

The issue involving non-service-connected pensions is most 
important. The Commission secured estimates analyzing their 
import in respect to future Federal budgetary expenditures if 
the traditional pattern of enacting general pensions should bring 
World War I, World War 11, and Korean conflict veterans into 
the picture. 

For this analysis, it was assumed that service pensions payable 
at age 65 would be provided to all present wartime veterans. I t  
was further assumed that pensions to veterans after age 65 would 
be at the rate of $100 a month as compared to the present rate 
of $78.75. I t  was also assumed that service pensions would be 
payable to surviving widows at a rate of $65 monthly as compared 
to the present rate of $50.40 and to minor children of such vet- 
erans, at rates 30 percent higher than the present. 

I t  should be noted that the cost under these assumptions of a 
general service pension would not be materially higher than the 
cost of a program at similar rates where veterans would be pre- 
sumed unemployable at age 65 and pension payments would be 
made subject only to limitations on outside income at  present or 
even higher levels. Statistics from the Bureau of the Census 
indicate that comparatively few persons aged 65 have incomes 
greater than these amounts, so the effect of existing income 
limits in reducing pension eligibility would be small and the effect 
of certain proposed higher limits would be negligible. While 
some current proposals do not include a liberalization of eligi- 
bility conditions and rates for widows and dependent children, 
it is only logical to assume that this would be the next step follow- 
ing such liberalization for veterans. 

Under the relatively conservative assumptions made by the 
Commission, the impact on Veterans' Administration expendi- 
tures of a service pension in future years would be staggering. 
I t  can be seen from table 2 and chart IV that Veterans' Ad- 



TABLE 2.-Veterans' Admdnistration Budget lopenditurea 
Selected fiscal years, 10%20M 

[In millions] 

1 Includes World War I emergency officer's dlsabillty retirement. For m s  prior to World War I, all 
campens*tlon expenditures m Lnclud?d under pensions. 

2 Includes V.4 death Compensatlon, mdemnltles, and reimbursements to NBLI and USGLI trust funds. 
a L ~ S S  than $~OO.OOO. 
Source: Veterans' Administration and President's Commission on Veterans' Penslone. 
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ministration expenditures would increase from a level of $4.4 
billion in 1955 to a total of $14.9 billion by the end of the century. 
Non-service-connected pensions would increase from $800 mil- 
lion in 1955 to $4.8 billion in 1965 at the peak of the World War 
I pension period. By 1985 or thereabouts, pension outlays would 
start to climb again as World War I1 and Korea veterans and 
their dependents would be added to the rolls. Non-service-con- 
nected pension expenditures would soar to a total of $12.8 billion 
by the year 2000. 

Under the foregoing assumptions, the non-service-connected 
pensions which are now only about 18 percent of the total ex- 
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penditures would by the year 2000 represent an estimated 8 
percent of all Veterans' Administration budget outlays. 

Additional Expenditures If Readjustrnent Benefits Shozlld B 
Provided for Peacetime Servicemen 

The estimates in table 2 assume that standing forces of 
million will be maintained in future years, with an annual turr 
over of 700,000 persons. In the figures shown in this table, unde 
both existing laws and assumed laws, no provision has been mad 
for any readjustment benefits for the peacetime servicemen wh 
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have entered service since February 1, 1955, when entitlement 
for the Korean GI bill benefits terminated. 

At the request of the Commission, the Veterans' Administra- 
tion developed estimates of the expenditures which would be 
required in future years if readjustment benefits should be pro- 
vided for peacetime servicemen similar to those which were 
provided for Korean conflict veterans. These estimates indicate 
that provision of education and training benefits alone would in- 
volve gradually incresing expenditures, which would level off 
at about $700 million annually after 1965. Vocational rehabili- 
tation benefits might be expected to reach an annual cost of about 
$25 million. If the costs of unemployment compensation under 
laws similar to those presently administered by the Labor De- 
partment plus mustering-out benefits by the Department of 
Defense are added, the total cost of readjustment benefits for the 
peacetime servicemen would run in the neighborhood of $900 
million annually--or an average of about $1,300 per man enter- 
ing the Armed Forces. As indicated, this cost would be in addi- 
tion to the amounts shown in table 2 and in charts I11 and IV. 

War  Costs and Veteram' Expenditures Compared 
People are generally aware of the vast sums spent in fighting a 

war. However, few probably realize that the cost of veterans' 
benefits for several important wars has exceeded the actual mili- 
tary cost of those conflicts. In turn, most veterans' benefit costs 
for those conflicts have been for non-service-connected pensions. 

Civil War and Spanish-American War history dramatically 
emphasizes the point. The military cost to the Union of fighting 
the Civil War was about $4 billion. The cost of veterans' bene- 
fits-largely for pensions-will exceed $8 billion. Spanish- 
American War pensions have cost $3.7 billion to date, six times 
the actual military cost of the conflict. The veterans' expendi- 
tures are still continuing, and it is expected that Spanish War 
veterans' benefits will ultimately cost eight times the military 
outlay. (See chart V.) 

The Commission prepared estimates on the ultimate cost of 
veterans' expenditures for the World War I, World War 11, and 
Korean conflict groups. (See chart VI.) These estimates are 

CHAR1 V 
MILITARY C U T  OF WARS VERSUS 
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R e v o l o l i o n a r y  War l o  War With Spain 
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* Partly estimated. * 
not precise. However, they are sufficiently accurate to indicate 
that veterans' expenditures for these wars, under existing law, 
are likely to reach totals which will exceed or be a substantial 
proportion of military cost. This in spite of the astronomical 
military costs of modern war. 

If service pensions should be enacted, the cost of veterans' 
benefits will far exceed the military costs of World Wars I and 
I1 and the Korean conflict. 
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The Commission's projections indicate that under existing 
laws the cost of veterans' benefits to our World War I, World 
War 11, and Korean conflict veterans, for the past and the future 
will total $371 billion. (See chart VI. ) Of this, 52 percent 
would be for non-service-connected pensions, 21 percent for 
service-connected compensation payments, and 27 percent for 
medical, readjustment, bonus, and other benefits. Of the total 
of $371 billion, $306 billion yet remains to be paid. 

Assuming the enactment of service pension legislation in the 
future, the aggregate disbursements for veterans' benefits, past 
and present, for these three wars, would be $762 billion. Of this 

sum, 77 percent would go for non-service-connected pension 
The veterans' costs for each war would substantially exceed tl 
military costs. (See chart VII.) 

The foregoing figures are on a disbursement basis and reprc 
sent expenditures which would be made over many years. Hov 
ever, even if they were discounted a t  3 percent and their pre, 
ent value derived, the fact remains that under existing laws tl: 
$306 billion of veterans' benefit outlays yet to be made woul 
have a present value of $140 billion. If the service pension 
assumed, the present value would be $290 billion. These figurc 
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compare with the total Federal debt which, at the present time, 
is $274 billion. 

By comparing chart V and chart VII, the necessity for care- 
fully examining past precedents becomes obvious. As has been 
indicated in an earlier chapter, the first precedent for enactment 
of a service pension for veterans was established in years follow- 
ing the Revolutionary War. This precedent was reenforced by 
adherence to it in the succeeding conflicts. However, chart V 
shows how relatively minor the outlay for pensions following 
these earlier wars was, and chart VII how tremendous its con- 
sequences would be if it were followed with respect to our vastly 
enlarged veteran population. Established after the Revolu- 
tionary War, the precedent entailed expenditures of only $70 
million. If general pensions were provided for World War I, 
World War 11, and Korean conflict veterans, the expenditures 
would total $762 billion. By enacting a general service pension 
for our present wartime veterans and their dependents, the Gov- 

TABLE 3.-Estimated Average Coat of Veterame' Bemefits per 19ervicewm 4% 
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ernment would thereby assume the obligation to spend an ad- 
The high cost of pensions becomes even more apparent when ditional $390 billion, in the years to come. 

one recalls that some of the conflicts were of relatively short 
The Cost of Veterans' Benefits Per S e r u i c e m  duration. When this is taken into account, it is evident that the 

Since it is difficult to comprehend sums that run into billions, Nation in some instances paid an extremely high premium for 
i t  is useful to examine such vast benefit expenditures in terms of the war service rendered. During World War I1 the 15,200,000 
cost to the Government for each wartime serviceman. Table 3 American servicemen who served at various times during the 
shows a rough computation of this sort. I t  is made by simply di- period of fighting from December 1941 to August 1945 rendered 
viding the aggregate benefit and pension expenditures (actual an estimated 33,700,000 man-years of service. Assuming exist- 
plus estimated future) for each of the conflicts by the total num- ing veterans' laws the Federal Government will spend an esti- 
ber of servicemen who served during the wars. Statistics on mated $232 billion for veterans' benefits for this war, or $6,900 
numbers of veterans are from the records of the Veterans' Ad- per man-year. If service pensions should be enacted, the expend- 
nirf~stration. The  f i p r e  obtained is the average cost to the Gov- itures would reach $474 billion, or $14,000 per year actually 
ernment for all vewans' bene5ts-largely for peni~ons-fof served during the period of actual fighting. Even if allowance 
each man who served during a war. ade for the fact that many men remained in uniform after 

This tabulation reenforces the conclusion which is indicat 
ities ended, or for the fact that these benefits are paid many 

from the charts in the preceding section. That veterans' hen 
after the war, the cost of veterans' benefits, per year of 

fits, and especially pensions, are extremely costly. For examp 

under existing laws the cost per Spanish-American War servi during the "emergency" period, under the traditional 
man is around $12,200, and the cost tor succee&% wars l" approach is still large. 
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Veterans' Com#ensation and Pension Expenditures 

In view of the importance of compensation and pension ex- 
penditures in the whole pattern of veterans' programs, these 
items merit a closer look. Table 4 shows, for both veterans' and 
dependents' benefits under these programs, the figures on actual 
expenditures for selected years starting with 1940, and projec- 
tions for future years under the two sets of assumptions which 
were used in table 3. As can be seen, expenditures for compen- 
sation and pensions programs together, under existing laws, will 
increase from $2.7 billion in 1955, to an estimated $4.8 billion by 
the year 2000. If the service pension postulated above is as- 
sumed, the increase in expenditures for these two benefits would 
increase from $2.7 billion in 1955 to a total of $13.9 billion by 
the year 2000. 

Of equal interest to the money figures are the projections of 
cases or families who will draw these benefits from the Veterans' 
Administration. As shown in the bottom half of table 4, only 
845,000 cases were receiving Veterans' Administration benefits 
in 1940. By 1955 the number had reached 3,424,000. If one 
assumes existing laws will continue, it can be seen that by 1965 
veterans' compensation and pension benefits will be paid to 4,- 
398,000 cases, and by the year 2000, the number of cases on the 
rolls will increase to 5,156,000. While 71 percent of the cases 
were on the service-connected compensation roll in 1955, the 
ratio will decline until, by the year 2000, only 29 percent will 
be receiving service-connected compensation. 

If one assumes the liberalized service pension as described, an 
even more striking increase in the number of cases on the Vet- 
erans' Administration rolls would result. Between 1955 and 
1965, the number of cases on the rolls under the two programs 
combined would increase slightly more than two times, to 7,- 
256,000. By the year 2000, a total of 13,986,000 caseswould be 
on the rolls-more than four times the number on the rolls in 
1955. Of these, only 9 percent would be drawing service-con- 
nected disability or death compensation, and the other 91 percent 
would represent veterans or widows of veterans receiving non- 
service-connected pensions. 

TABLE 4.-Expenditures for Veterans' Compensation and Pension Benefits1 
and Numbev of Cases on T7eterans' Administration RoZZs 

[Selected flscal yours. 1940-20001 

Servlce-connected Non-servlce-connected 
compensation penslorn 

- comwn- 
Flscak year sation 

and D2$y1- 1 Death  / Total Vetcram 

EXPENDlTORES fin mill!ons) 
. - -- - -. . - -- 

ESTIMATED I I I I I I 
Under prescnt In\%-8: 

19m ..........--..-..-...... 
1966 .........-...-. .----... 
1979 . . .. .... . . .. ----  
19i8 ... 
1985.. . . . . . . . . . . . . . . . . . . . . . . 
2000.......~.~~..-.......-.. 

Under assurnad laws: 
19 60~.....-......~......-~-- 
1805 ........................ 
1070 ..-.. ... .......--. .. . -. 
1975 ........................ 
1985.. . .... .. .. .... .. . - 
m-.....-.--- ...........- 

I I I I I I I 

NUMBERS OF CASES ON R0LT.S (in thoueands) 

ACTUAL 
1940.. .. . . . . . . . . . . . . . . . -. . - .. . . 
1M6 
1860. 
1 8 M  

ESTIMATED 

TJnder present 1aa.s: 
1960 ...... . . . . .. . .. .. . ..-. . 
1965 . . . . . . .. . . . . . . . -. . . . 
!9iO ....................... 
1975 .... ... ... .. .. .. . . ... . . 
1085 ............. -. ...... 
2000 . . . . . . . . . . . . . . . - . - - - . - 

Under assunled laws: 

1m5 ....................... 
1970 
1876 
l B 5 . .  ..... ... .. .. . . ... . . .. 
2000 ... ....-......- ~. . 

I For wars prior to World War 1, all expenditures nrc included undcr pensions. No  breakdown between 
compensation and pcnsions is nvailahle. Expenditures for retired reserve officors are excluded. 

1 Includes expendit~lrcs lor emcrgcncy officors disability retirenlent. 

Veterans' Programs and General Income Maintenance Programs 
Veterans' pension and compensation benefits are similar to the 

income maintenance payments on account of old-age, disability, 
death, or unemployment, which are made under other Federal, 
State, and local assistance or retirement programs. They are 



analogous to provisions which people make privately for their 
future economic security when they take out life insurance or 
make retirement provisions. 

To analyze the role of the Veterans' Administration pension 
and compensation benefits in relation to all other public income 
maintenance programs, the Commission obtained figures on the - 
past and projected expenditures under the general programs. 
These are shown in table 5. As is indicated by this table, the 
general programs are a relatively new feature of our society. In 
1940 only about $2 billion was spent under all the public pro- 

TABLE 5.-Estimated Income Maintenance Payments Under Public Programs, 
1940-85 (Eaclrding Veterans' Administration Programs) 

[Millionsl 

Program and risk 
Actual Projected 

Total, all programs ---..-----.-------~-~-~~----- 1 $2,148 1 ~ ~ 8 1 2  1911,059 1$18,467 1$24,331 1 $29,592 ------ 
Old-age and survivors insurance ..-.-....-.----..----- 35 861 4,333 lo, 489 14,882 18,838 
Public ssslstance (Federal, State, and local) ..-......-- 8 1,035 6 2,386 2,651 2,340 2,006 1,979 
Railroad retirement -..-.------------------.--------- 118 311 560 378 473 640 
Federal civilian retirement .-.---...-.---...----------- 69 186 362 1,770 
Federal uniformed services retirement -.-----_-------. 53 298 435 &: ;::% 1,535 
State and local government retirement --.._-.--------- 142 300 540 
Workmen's compensation ---------------------.----- 161 417 6211 700 

860 1,000 
1,050 

Unemplo~ment insurance .---.--------.--------------- 535 1,433 7 1,568 1,800 2,370 2,880 
Old-a e beneflts: 

07d-age aqd survivors' insurance 8 .--..--.--.---.- 17 651 3,232 6,914 10, ~6 13,296 
Public asslstanca (OAA) .--..-.---..-..-.--...--.. 

(y38 
1,683 1,294 964 859 

Federal civilian retirement --.----..--------------- 248 730 

State and local government retirement -... ...----. 103 %0 420 655 740 740 
Disability:l *r 

Old-age and survivors insurance + ..-..-...-..-..-- 0 0 0 726 938 978 
Public assistance (ADC AB, APTD, GA) .-----. 434 446 458 489 
Federal civilian retiremint --.-..---.-..----------- ('13 (941 69 i m  170 190 
Federal uniformed servicas retirement. .--...----_ -....-.. 149 M1 245 285 280 
State and local government retirement ---.----...- 10 24 45 76 100 loo 
Workmen's compensation 6 .-...-...---..--------- 129 362 645 616 7W 926 

Survivorship (lump s,um plus monthly benefits): 
Old-age and survtvors' insurance ..--------_-.----- 18 310 1,101 2,849 3,898 4,664 
Public assistance (ADC) .-.-.__--_--------------.- (0) 84 74 61 65 
Federal civilian retirement --...-------..-----....- ("17 45 110 160 190 
Federal uniformed services reliremeut. .--_----..- .-..---- ..-.--_- 6 8 15 8 25 8 30 
State and local government retirement -.__--_-.-.- 29 46 75 120 1M lfio 
Workmen's campensation -.---.---.------..----.-. 32 55 75 85 100 126 nth.?. - "-". . 
Public assistance (ADC GA) -.--.---._-----.----- 6% 677 
unempioyment insuranb ....----.-----..------.. (%5 1 3 1 1 1 1 1 2 7  2,880 

I Data exclude outlays lor temporary disability programs, which under public laws in 1954 amounted to 
approximately $100 million in.5 States and the railroad retirement syqlem. Data also exclude sick-leave 
benefits, a m o u n t i i  to an estimated $450 million under Government programs in 1954. Figures assume 
present laws except for disability beneflts under OASI as noted in 4. Dataare on fiscal year besis, except for 
1940. which is on calendar-vear basis. 

8 Esttmates bv risknot a"vit1able: 
Qxcludes beneflts to children of old-ape beneflciarles. 

' Includes $30 million lor veterans' unemployment compensation benefits under Public Law 6W. 
Monthly bene6ts included wlth old-age benefits. 

Sourca: Department 01 Health, Education, nnd Welfare and U. S. Department of Labor 

grams to assist citizens against the economic problems they faced 
because of disability, death, old-age, unemployment, and similar 
risks. 

Since 1940 there has been a relatively rapid expansion in these 
programs. Expenditures rose in 1950 to slightly over $6 billion, 
and in 1955 they exceeded $1 1 billion. One of the most impor- 
tant welfare programs is the old-age and survivors' insurance 
program, under which benefit expenditures rose from $35 mil- 
lion in calendar 1940, to over $4.3 billion in the last fiscal year. 
Public assistance and unemployment insurance programs are also 
major programs in the welfare category. 

Over the next 30 years, a continuing increase in expenditures 
is in prospect under the general public-income-maintenance pro- 
grams. The total of expenditures is expected to rise to $18.5 
billion in 1965, to over $24 billion in 1975, and to nearly $30 
billion in 1985. The bulk of this expansion is expected to occur 
in the OASI program. In the 3 years 1965, 1975, and 1985, 
OASI is expected to account for $10.5 billion, $15 billion, and 
nearly $19 billion, respectively, of the total general expenditures. 
These projections are on the basis of present price levels and 
existing laws, and with one exception make no provision for lib- 
eralization of the programs in coverage and benefit levels. The 
one exception is that cash disability benefits at age 50 are assumed 
under the OASI program-although of the total amounts shown 
they will account for less than $1 billion by 1985. 

The increase in the general income-maintenance expenditures 
under public programs in the next 3 decades will, of course, 
occur at the same time the veterans' pension outlays are expand- 
ing as indicated above in table 4. Chart VIII shows the com- 
bined total of expenditures under the general programs and un- 
der the Veterans' Administration compensation and pension pro- 
grams. In 1940 the combined expenditures under the two sets 
of programs were only about $2.6 billion. By 1950 the grand 
total had increased to $8.3 billion and included $1.9 billion of 
Veterans' Administration pension and compensation payments. 
The corresponding total in 1955 was $13.7 billion and included 
$2.7 billion of Veterans' Administration payments. 



Projected into the next 3 decades, the expenditures under 
the general programs are estimated in 1965'at $18.5 billion, plus 
$6.6 billion under the Veterans' Administration programs. This 
will make a total of over $25 billion in income-maintenance ex- 
penditures in 1965. The Veterans' Administration pension and 
compensation figures used in this chart are similar to those in 
table 4, and are based on the assumption that a service pension 
at the rate of $100 a month for veterans and at increased rates 
for dependents is in force. By 1975, the general income-mainte- 
nance programs will spend an estimated $24 billion and the Vet- 
erans' Administration programs $7.6 billion, or a total of nearly 
$32 billion. Finally by 1985, under the same assumptions, the 
general programs would spend $29.6 billion and the veterans' pro- 
grams would have risen to $1 1 billion, making a total of nearly 
$41 billion in income-maintenance outlays. 

A concomitant point stands out in chart VIII. I t  clearly shows 
that in 1940 there existed only meager public-income-mainte- 
nance arrangements to protect people against the hazards of dis- 
ability, death, old-age, or unemployment. In the last 15 years 
the general programs have embraced insurance against such risks, 
largely through the development of the old-age and survivors' in- 
surance program, which is spending more and more each year. 
At the same time, since 1940 there has been a substantial expan- 
sion in the Veterans' Administration compensation and pension 
programs. Much of this is due to the disability and compensa- 
tion load arising from the World War I1 and Korean conflict. 
Looking ahead, however, a further substantial expansion in vet- 
erans' expenditures will occur in the next 3 decades, and after- 
ward, under existing laws, chiefly for non-service-connected 
pensions for World War I and World War I1 veterans. A far 
greater expansion in Veterans' Administration expenditures 
would occur if general pensions were adopted. As can be seen 
in chart VIII, this expansion in expenditures would occur at  the 
same time that the tremendous increases in income maintenance 
would occur under the general programs. 

This willbe sipifcant irom two standpoints. Fiscally, it will 
meanthatu etetad oufiays ysw odh'aeincteaseh at the same <\me 
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CHIR'I  Vlll 
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] Legend: I 
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* FIGURES FOR NON-VA PROGRAMS ARE ON CALENDAR YEAR BASIS. 
Source: Department of Health, Education and Welfare, Department of Labor, 

and Veterans Administration. 

that expenditures for beneral income-maintenance programs 
would be rising steeply. On the revenue side this would require 
more taxes for veterans' programs in future years when the con- 
tribution rates to support the OASI program-which is operated 
with only a limited reserve-are scheduled to rise under existing 
laws to raise revenues to finance the increasing benefit disburse- 
ments. 

Socially, as is pointed out in a later part of this report, the 
great bulk of the Veterans' Administration pension expenditures 

1 would go to the same people who would be receiving benefits in 



increasing numbers and amounts under the OASI and other gen- 
eral income-maintenance programs. 

The Cost of Public-Zmcome-Maintemnce Programs Per Person 
in the United States 

The multi-billion-dollar sums discussed in the preceding sec- 
tion may perhaps be better visualized if they are viewed in terms 
of what they mean to every man, woman, and child in the United 
dtates. Chart IX shows the cost of the general public-income- 
maintenance programs and the Veterans' Administration com- 
pensation and pension benefits (which were shown in chart 
VI I I )  on the basis of the average cost or expenditure per person 
in the United States. This illustrates even more clearly the 
rising trend of expenditures under the two sets of programs. 
In 1940, the per capita cost of Veterans' Administration and gen- 
eral programs was only $19, of which only $3 was for the Vet- 
erans' Administration compensation and pension benefits. By 
1955, this cost had risen to $83 for every man, woman, and child 
in the United States, and this sum included $16 for the Veterans' 
Administration programs. In considering these per capita ex- 
penditures, it should be borne in mind that the typical family 
has approximately 3% people, so that the cost of the combined 
programs per family is in the neighborhood of $300 at the present 
time. 

Projected to 1965 and beyond, the per capita costs increase 
further, in spite of a growing population. According to esti- 
mates, the general income-maintenance programs will be costing 
about $97 per capita by 1965. I n  addition, if service pensions 
are enacted for veterans, the cost of veterans' programs will in- 
crease to $35 per capita-bringing the per capita total of all 
outlays to $132. This rising trend will continue in the general. 
programs and by 1985 the combined per capita costs will be 
$156, of which $1 14 will go for general benefits and $42 for 
special veterans' pensions and compensation payments. This 
means that in 1985 the per family cost for our enlarged popula- 
tion of all the income-maintenance benefits will approximate 
$550-or about 8 times what the per family expenditures 

CHART IX 

PER CAPITA COST OF PUBLIC 
INCOME MAlWlENANCE PROGRAMS 

Annflal C ~ p e a d i t r r e s  Per  P e r s o n  I s  T h e  U n i t e d  Sta tes  
Dollars i o r  6 e n e r a l  i e l e r a l . S t a t e , A n l  Local  Dollars 
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* FIGURES FOR NON-VA PROGRAMS ARE ON CALENDAR YEAR BASE. 

for corresponding programs were in 1940. These figures are 
computed without. adjustment for liberalizations, in benefits and 
in the scope of programs, which are almost inevitable in a grow- 
ing economy. 

Thus our future workers and taxpayers will be paying for an 
increasing amount of protection under the general programs 
while they are taxed for veterans' pension and compensation 
benefits at double the present rate per person, if service pensions 
are adopted. 



Zlzcome Mai#elza~zce Olltlays alzd the Natiolzal Zncome 
The rising trend in income-maintenance expenditures does not 

necessarily represent an increasing burden if the national income 
is increasing, as it has been in this country. In order to analyze 
the significance of the preceding data on total income-mainte- 
nance programs, including veterans' programs, the Commission 
compared them to the national income in past years. They were 
also compared to a projection for future years on the assumption 
that our productivity per man-hour would continue to increase 
at the rate of 2.5 percent annually. These comparisons are 
shown in table 6. 

TABLE 6.-Public Enpenditures fw Income Maintenance Programs an,d the 
National Income 

[Selected years. 1940-851 

B. Expenditures for income maintenance programs 
(billions of dollars): 

1. AssuminE no increase in benetlt rates: 1 
General programs ......................... 
VA compensation md pensions ........... I._ 

- 

rtem 

A. National Income (billions of dollars) 1 .............. 

.................................. Total. 1 2.6 ( 8.3 ( 13.8 ( 25.1 1 31.9 1 40. 7 ------ 
2. Assuming future Increse in benefit rates at  

half the rate of increuse in national uro- I 1 1 1 1 ~~ ~ . ~ 

ductlvity: 
General programs ....................... 
VA compensation and pensions ......... 

................................. Total 

Projected 

i I F T  
------ 

414.0 571.0 766.0 - - -- - 

Actual 

0. Adjusted Income maintenance expenditures, as 
percent of national income (percent): 

("Mralprograrns ........................... ( 2::1 3:;' 5 . 1  6" 6.1 
VA nnoemation and wnsions ................ 1.8 1.8 2.3 

19M 

81.6 
-- 

-- 
Total.: ...................................... I 3 . 2  3 . 4  4 . 3  6.91 7 . 4  8.3 

1 Estlrnated flgures sssurne present laws and benefit rates wlth two exceptions: OASI casb disability 
benefits at  age 60 are ussumed along the llnes of H. R. 7225,84th Congress; VA service penslons are assumed 
as described in text. 

19m 1 
240.0 322.2 -- - 

In the making of these comparisons, several facts had to be 
taken into account. To begin with, figures shown in the preced- 
ing tables were based on the assumption that there would be no 
further liberalization in benefit raies and in coverage of these 
programs, except for the initial assumptions that service pensions 
a t  increased rates would be enacted, and that OASI disability 
benefits would be provided. As a practical matter, however, if 

our national output were increasing, efforts would certainly be 
made to liberalize the coverage of the various programs or to 
increase the benefit rates so that they would be more in line with 
the incomes throughout the economy. Accordingly, before 
,comparing the projected payments under the various programs 
with national income, an adjustment was made. This adjust- 
ment assumes that the benefit rates under these programs on the 
average will be increased in the future at half the rate of the in- 
crease in our national productivity per man-hour. 

The bottom part of table 6 and chart X, show the affect on 
our national income of the increasing expenditures for general 
and veterans' public maintenance programs. In 1940, the in- 

C # A R T  X 
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' 1 Legend: 1 0  

I a General programs ' I 



come maintenance expenditures under all programs were only 
3.2 percent of the national income. This meant that $1 out of 
every $33 of national income went for this purpose. During this 
time the Veterans' Administration pension and compensation 
expenditures constituted only one-half of 1 percent of our nay 
tional income. The sharply rising trend in our national income 
between 1940 and 1955 has made up for much of the decisive 
increase in the income maintenance outlays in the same period. 
Thus in 1955 the income-maintenance expenditures as a group 
accounted for only 4.3 percent of our national income, or for 
roughly $1 out of every $23 of national income. Despite the 
World War I1 compensation load, veterans' pension and com- 
pensation outlays were only eight-tenths of 1 percent of our 
national income. 

Even though our national income may be expected to increase 
at a substantial rate in future years, it appears that the total 
income-maintenance outlays for 1965 to 1985 will outstrip it. 
The adjusted-income maintenance total will represent an esti- 
mated 6.9 percent of the national income in 1965, will rise to 
7.4 percent by 1975, and will ultimately reach 8.3 percent by 
1985. This will mean that in 1985 under the combined Vet- 
erans' Administration and general programs, substantially $1 
out of every $12 of our national income will go for welfare pro- 
grams. Within the total, the Veterans' Administration programs 
make a decided jump as compared to the existing ratio to na- 
tional income. In 1955, Veterans' Administration pension and 
compensation benefits amounted to about eight-tenths of 1 per- 
cent of the national income. If we assume enactment of the 
service pensions, they will increase to 1.8 percent by 1965 and to 
2.3 percent by 1985-3 times the present relative burden. This 
would mean that by 1985 we would be spending three-fourths 
as large a percentage of our increased national income for vet- 
erans' pensions and compensation alone as was spent in 1940 for 
all income maintenance programs, including those of the Vet- 
erans' Administration. 

Chapter V 
GUIDELINES FOR THE FUTURE 

BASIC FACTORS 

In considering what principles should guide our future na- 
tional policy toward veterans' benefits it is necessary to review 
and bring into focus the basic facts that have been described in 
the previous chapters. 

Veterans' Benefits Serve a Constructive Function 
The long history of veterans' benefits in the United States indi- 

cates a recognition on the part of all our people that special pro- 
vision should be made for those who are injured or handicapped 
as the result of their wartime military service. Veterans' bene- 
fits serve the basic purpose of alleviating to some extent the sacri- 
fices made by those who fight the Nation's battles and by their 
families. These programs are a means of distributing the bur- 
dens of war more evenly, and in this respect they serve an im- 
portant function in our society. The role of veterans' benefits 
needs to be reconsidered from time to time as conditions change 
in order to find better ways of discharging our national obligation 
to those who have been handicapped by war service. 

Revision of Our Veterans' Benefits Programs Is Needed 
Our present structure of veterans' benefits is not a "system." 

It is an accretion of laws based largely on precedents built up 
over 150 years of piecemeal development. Many of these pre- 
cedents were sound when they were established, but have grown 
obsolete as conditions have changed. Others need to be re- 
evaluated in the light of their relationship to the whole array of 
veterans' programs and other general programs which serve the 
needs of veterans as well as of nonveterans. 

Basic Changes Make Reassessment of Our Philosophy Toward 
Veterans a Necessity 

Significant changes have taken place in our society in recent 
: decades which fundamentally affect the special veterans' pro- 

grams : 
127 



Veterans and their families will soon be a majority.-We are 
rapidly becoming a Nation of veterans. In 1940 there were only 
4 million veterans. There are now over 22 million veterans and 
the number is still increasing as Korean conflict veterans are dis- 
charged. Today veterans and their families number 75 million 
and constitute 45 percent of our total population; 49 percent if 
those still in the Armed Forces are included. By 1965 it is likely 
that wartime veterans, servicemen and peacetime ex-servicemen 
and their families will number 99 million and will make up 52 
percent of our entire population. Veterans, of course, are not 
only beneficiaries; they are also workers and taxpayers. 

Military service is less of a handicap.-Conditions of military 
service have changed for the better. War will always bring pain 
and suffering, death, and sorrow. Pensions and bonus benefits 
for veterans of past wars have been justified on the basis of eco- 
nomic and physical sacrifice undergone by men in military 
service. 

However, the Commission's studies show that for the great 
bulk of servicemen conditions of military service have improved 
greatly from the Civil War to the more recent conflicts. Selec- 
tive Service has brought fairly equitable distribution of sacrifice. 
While the risk of being wounded is great, risks of death in battle 
and from disease have been cut down to a fraction of earlier 
rates. Military occupations have become increasingly diversi- 
fied and have come to have value in later civilian life. Special 
training in military service has become widespread. Since 
World War 11, rates of military compensation, especially for en- 
listed personnel, have been brought increasingly into line with 
pay for competitive jobs in industry. Many benefits have been 
added and improved since the Spanish-American War, although 
fringe benefits in civilian industry have likewise been widely 
added. 

Careful study of these facts shows that the conclusions based 
on the experiences of our forefathers at Valley Forge or in the 
Civil War-that military service is perforce physically under- 
mining and economicaly and professionally a loss and a waste of 

time-is no longer true for most servicemen. Indeed, military 
service appears to have a positive value to many of those who 
serve. This is indicated by the response of 7,000 World War I, 
World War 11, and Korean conflict veterans surveyed by the 
Bureau of of the Census. Looking back, 50 percent regarded 
their military service as not having affected their life one way or 
another; 40 percent felt they had benefited; less than 10 percent 
found it to have been a handicap, and only two-thirds of these 
regarded it as a permanent handicap. 

Assistance for veterans of recent wars has been more timely 
and constructive.-Efforts since the start of World War I to find 
a constructive solution to the veterans' benefits problem have 
borne good fruit. The War Risk Insurance Act of 1917 marked 
the beginning of these endeavors. The improved disability and 
death compensation benefits and the insurance and rehabilita- 
tion benefits met the major needs. Although marred by initial 
mistakes, this, period marked the beginning of adequate medical 
care for veterans through special veterans' hospitals and the 
establishment of the Veterans' Bureau (later, Veterans' Admin- 
istration) to provide a single agency to assist veterans. While 
World War I veterans did not receive material readjustment 
benefits, except vocational rehabilitation for the disabled, the 
payment of the $3.8 billion bonus to them in the 1930's largely 
made up for this oversight. 

In particular, the liberal and timely readjustment and reha- 
bilitation benefits for veterans of World War I1 and the Korean 
conflict were a great forward stride towatd solving the "veterans' 
problem." Adequate assistance following separation-espe- 
cially in the form of education and training, the loan guaranty 
benefits which help put some veterans in a favorable position for 
the rest of their lives-represents a great improvement over 
19th century programs which gave little or no aid of a 
timely nature, but provided pensions for "old soldiers" and their 
widows many years after the end of a war. The $19 billion that 
the Veterans' Administration spent for readjustment benefits for 
World War I1 veterans has been a worthwhile investment. 



Changes in  the  nature of warfare are making the  old concept 
of ccueteran~JJ obsolete.-Many factors which reduce the need for 
benefits of the traditional pension type for veterans of recent 
conflicts have been in evidence. The future is likely to bring 
even greater changes. Two factors clearly indicate this. 

One factor is a basic change in our military requirements. 
For the first time in American history it has become necessary 
to maintain substantial Armed Forces and to use conscription in 
peacetime. While military service is not yet universal, so many 
of our young men are required to serve that an indefinite con- 
tinuation of our traditional view-which sees military service as 
a basis for special privilege-is out of the question. 

An even more drastic factor is foreshadowed by the changing 
nature of warfare and the incredible potential of atomic weap- 
ons. Modern wars increasingly involve not just those in mili- 
tary uniforms, but the whole society. If atomic warfare should 
explode, it is clear that casualties would dwarf any~hing ever ex- 
perienced and would be predominantly among civilians. The 
Civil Defense Administration in its exercises during the summer 
of 1955 assumed 16 million civilian deaths and 25 million people 
homeless in consequence of 14 bomb-hits at ground level. Such 
an eventuality would, in all probability, terminate the question 
of veterans' benefits. 

T h e  needs of veterans as well as nonueterans for economic se- 
curity are being increasingly me t  through general programs.- 
The Government since 1935 has established comprehensive so- 
cial security programs to give all our people, veterans and non- 
veterans alike, basic protection against the economic hazards of 
old age, untimely death, and, to a more limited extent, of dis- 
ability. While most of these programs do not yet give 100 percent 
coverage, most people are now assured protection against cer- 
tain economic risks-especially from old age and death-which 
are common to nonveterans as well as to veterans. At the same 
time, the Government has assumed a positive responsibility for 
the maintenance of a growing yet stable economy. 

Programs to ma$tain veterans' incomes---especially the non- 
service-connected pensions-constitute a form of "social se- 

curity" which emerged before the Government accepted general 
responsibility in this field. While they start as limited disa- 
bility programs, their major purpose has been to provide old- 
age benefits. As a result, they constitute a parallel or duplicate 
social-security program for veterans, who likewise participate 
fully in the general welfare programs provided by the Govern- 
ment for the public. 

Veterans as a group are better o f  today than  nonueterans.- 
Veterans as a group are today better off economically than non- 
veterans in similar age groups. There are more veterans in 
higher income groups and fewer veterans in low income groups, 
proportionately, than nonveterans. This is equally true of the 
younger World War I1 veterans and of the older World War I 
veterans. Veterans are higher up in the occupational scale than 
nonveterans in comparable age groups. 

Education is an important lever for success in our modern 
society. In this respect World War I1 veterans have, on the av- 
erage, an educational level 3 years above their nonveteran con- 
temporaries. Perhaps as a result of this, their average incomes 
are also significantly higher. As a group, they are thus better 
able to provide for their own economic security. 

The Financial Bzlrderc of Veterans' Programs 

The tremendous growth of the veteran population in recent 
years has been accompanied by unprecedented expansion in the 
scope of veterans' programs and by continued liberalization of eli- 
gibility conditions and benefit amounts. Much of this has been in 
the readjustment benefits and service-connected compensation 
area, and represents a desirable step toward discharging high 
priority Government obligations to veterans and their depend- 
ents. 

The United States today has the most liberal and comprehen- 
sive veterans' benefit programs in the world. The impact upon 
the Federal budget has been correspondingly heavy. Veterans' 
expenditures have increased from $560 million in 1940 to $4.5 
billion a year at present, and, under present laws they are ex- 
pected to increase in future years as the non-service-connected 
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1 pension load grows. At the same time, the Government has as- 
sumed tremendous budgetary obligations for the maintenance of 

I 

I our national security and for expanded domestic programs, in- 
I 
I cluding far-reaching income maintenance programs that are of 
i benefit to veterans and nonveterans alike. 
I There are current proposals for enactment of pensions at rates 

of over $100 monthly which would be payable to all veterans 
over 65 subject only to very high, and henceforth largely ineffec- 
tive, income restrictions. Based on past experience, this would 
mean that service pensions would be adopted for not only the vet- 
erans but for their widows later. The Commission's studies show 
that if this were done, the Federal budgetary outlays for veterans 
would ultimately rise to $15 billion annually. At the same time, 
these veterans' benefits would be a large competitor expenditure- 
wise of the general social security and other income mainte- 
nance programs, which are rapidly growing from an outlay in 
1940 of only $2 billion to a $30 billion level by 1985. 

Our flourishing economy can undoubtedly support both sets 
of programs, provided we have the fortitude to pay the required 
taxes. This would mean, however, that the taxes to support both 
sets of programs would just about double as a proportion of our 
national income between 1955 and 1985- and in the latter year 
would take one out of every $12 of the national income. If we 
should falter in our resolution to pay taxes, however, the result 
would be inflation and an undermining of the economic security 
which everyone seeks. 

If our veterans' programs were to follow the historic pattern 
of pensions for all, as some now advocate, there would almost 
certainly be an adverse reaction among the taxpayers. Taxes are 
willingly borne only as long as the purposes for which they are 
raised are sound and morally defensible. The circumstances 
described above indicate that the justification for veterans' pen- 
sions of the traditional type has diminished as the conditions of 
military service have improved and as alternative social security 
arrangements have developed. If general pensions are provided 
to veterans, our society will be divided down the middle into two 
almost equal groups. This patent inequality of treatment on 

such a widespread scale is almost certain to weaken our national 
moral fiber and undermine the self-reliance and initiative of our 
citizens. 

Need for a Factual Approach 
If our national policy toward veterans is to be soundly devised 

and administered, two essential conditions must be realized 
which too often in the past have been unfulfilled. First, our na- 
tional policies must be developed in the light of a full factual 
picture. Continuous research will be needed to determine 
whether existing benefits are effective and to ascertain what 
are the bona fide needs of veterans. For example, it would 
be national folly to enact pension legislation now proposed with- 
out adequate recognition that such legislation would involve 
future expenditures of $390 billion-an amount equalling the 
money cost of all the wars the United States has ever fought- 
without thorough study of how the pensions would fit into our 
present system of social security programs. The studies which 
this Commission made are only a beginning in the necessary re- 
search, which must be carried on by regular agencies of the Gov- 
ernment as well as by private organizations. 

Second, these policies should be adopted in the light of the 
actual convictions of our veteran and nonveteran populations, 
and not on the basis of representations by a small minority of 
professional veterans. I t  is possible for fact-finding in this area 
to make an important contribution, as demonstrated by a nation- 
wide survey made in 1954 for the National Civil Service League 
by a nationally known public-opinion research firm. This sur- 
vey, recently released, showed that only one-twelfth of all vet- 
erans in the sample strongly demanded veterans' benefits, and 
even these "pro-benefitters" felt all veterans should receive only 
six and one-half of the eleven listed benefits. 

Significantly, pensions were given a low priority rating by the 
surveyed veterans. Only 13 percent of the respondents felt mili- 
tary service justified a "pension for life," while 86 percent en- 
dorsed free medical care for service-connected disabilities and 66 
percent endorsed free schooling. 



What is even more striking, this survey shows that those who 
served in the Armed Forces do not believe that veterans' pref- 
erence should be placed above other basic values in our society. 
For example, on the question of veterans7 preference in Federal 
employment, the respondents overwhelmingly indicated belief 
that a veteran is entitled to preference over a nonveteran when 
conditions are equal. But-by a 2 to 1 margin--they would 
not provide overriding preference to the veteran over a non- 
veteran who has a family, is better qualified, or has rendered 
longer service. These survey results show that veterans as a 
group have not discarded the traditional American respect for 
fair play and do not want unfair advantage over nonveterans. 
This fairminded and responsible view on the part of the run-of- 
the-mill veterans is reassuring, and if heeded, is in itself the 
soundest possible insurance that legitimate veterans' benefits and 
privileges will be willingly supported by the American public. 

GENERAL PRINCIPLES 

Under our changed national circumstances it is clear that 
national policy toward veterans must be be reassessed. Sound 
principles must guide the discharge of our national responsibili- 
ties to veterans, if their bona fide n e ~ d s  are to be met fully and 
equitably within the limits of taxes which the country is willing 
to pay. 

This Commission believes that our national programs for vet- 
erans will be on solid ground if we hew to the following basic 
principles : 

Mili tary Service 

A host of historic factors through the years have almost im- 
perceptively developed the attitude among certain minority ele- 
ments that anyone who has served in the Armed Forces in war- 
time, even for a brief term, has a right to special privileges from 
the Government for the rest of his life, and thereafter for his 
survivors. This is the essential argument of those who advocate 
non-service-connected pensions and is the philosophy adopted by 
the minority which abused the privileges under the unemploy- 

ment allowance and educational programs of the World War 
I1 "GI bill." 

This philosophy grew up when veterans were a small minority 
of the population and under conditions where the country relied 
on volunteer forces and did not require a large proportion of its 
youth to serve in the Armed Forces. Under present conditions, 
where substantial Armed Forces have to be maintained for an 
indefinite period and conscription is an accepted national policy, 
this concept is clearly outmoded. 

A reassessement of attitudes toward military service in view 
of our present day requirements and military responsibilities in 
the world makes clear what should always have been evident: 
That military service is one of the prime obligations of citizen- 
ship. To serve in the defense of the country is the duty of every 
able citizen. This is true in times of peace, when service in the 
Armed Forces is an honorable career. I t  is even more true in 
times of emergency or war, when all qualified citizens must do 
their part. 

The performance of citizenship duties cannot be expected to 
be painless or free from sacrifice. Military service, in particular, 
may require sacrifice on the part of those who serve. But our 
national survival requires that all citizens do their part and make 
whatever contribution they are required to make. This does 
not mean that military service must be rendered without compen- 
sation or that maintenance should not be provided to those who 
are invalided or orphaned as the result of military service. I t  is 
clearly our national policy, and properly so, to provide such com- 
pensation. But it is fallacious to contend that all the sacrifices, 
however small, by those who are in the military service of the 
country are to be made a basis for monetary claim, or to hold that 
just because the uniform was worn for awhile the Government 
owes the former wearer a living. Much of the pain and suffering 
because of military service, and the dislocations in social and fam- 
ily life, cannot be compensated. The ordinary losses of time and 
opportunity while in military service must be regarded as part of 
the responsibilities of a citizen, and only extreme or extraordi- 



nary handicaps should be regarded as creating an obligation on 
the Government. 

Recomzmendation No. 1 
Military service in time of war or peace should be treated as 

discharging an obligation of citizenship and not of itself as a 
basis for future Government benefits. 

Veterans' Benefits As a Means of Equalizing Sacrifices 

I t  would be wholly unsound, of course, to place the entire bur- 
den of wartime sacrifices upon those who are selected or who 
volunteer to serve in the Armed Forces. I t  is the responsibility 
of the Government to distribute the burdens of military service 
as equitably as possible. An enlightened society must therefore 
make adequate public provision for those who are disabled in 
military service and for the dependents of those who die from 
service-connected injury or disease, and to assist wartime service- 
men in their readjustment to civilian life. 

The veterans' programs are one of the chief instruments 
through which the Government tries to equalize war sacrifices. 
At the same time it is necessary to make certain that the sacrifices 
involved are real and signficant, not imagined or exaggerated. 
They should, moreover, be the direct consequence of military 
service if they are to be made a basis for special benefits. 

I t  should also be recognized that under conditions of modern 
technology and warfare the national defense might be served 
equally well by a civilian in a scientific laboratory or a war plant 
as by a uniformed serviceman-and in view of total war and 
atomic weapons, perhaps with greater personal hazard to the 
civilian. This further suggests that the special needs that vet- 
erans have because of military service should not be confused with 
the needs that all citizens have in common for such things as 
education, health services, and economic security. 

Recommendation No. 2 

(a) Special veterans' benefits should be provided only for the 
significant requirements of veterans that arise directly out of 
their military service. 

(b) The ordinary or non-service-connected needs which vet- 
erans have in common with all citizens should be met wherever 
possible through the general welfare programs under which 
vetefans are covered along with other people. Veterans' non- 
service-connected benefits should be minimized and gradually 
eliminated. 

Service-Conmcted Needs Merit Highest Priority 

Veterans may be divided into three categories : 
1. Those who have suffered a disability as a result of military 

service, or who die from a service-connected cause. 
2. Those who incurred no disability, but whose normal life 

pattern was materially interrupted by military service and who 
need readjustment assistance for a temporary period. 

3. All the rest, who have returned to satisfactory civilian life 
and who have no identifiable disability or handicap from service. 

Historically, the service-connected benefits to the disabled and 
to the dependents of those who died in the service have been the 
first to be provided. Moreover, there is no doubt that the people 
of the United States are willing to support liberal and even gen- 
erous benefits for those actually handicapped by war disabilities 
and for their dependents. 

The readjustment benefits represent a relatively recent addi- 
tion to the family of veterans' benefits. Their success and ob- 
vious value are such that veterans and taxpayers generally regard 
temporary assistance to recently discharged wartime servicemen 
as important and constructive. 

The remaining requirements of veterans for economic and 
social security-which cannot be directly related to former mili- 
tary service-are similar to those which all people have. As 
indicated elsewhere in this report, special veterans' programs 
have long been provided to meet these needs because no other 
means to fill them existed. The country now has general pro- 
grams to fill these needs, and the need for special veterans' pro- 
grams is passing. In any event, historically the lowest priority 
among veterans' programs has been assigned to the non-service- 
connected pension and related benefits. 



Recommewdatiolz No. 3 

(a)  Service-connected benefits should be accorded the highest 
priority among the special programs for veterans. Service-con- 

nected compensation and related benefits should be liberal, even 
generous. 

( b )  Readjusunent benefits have earned an important place 
among veterans' programs when properly devised and used. 
Timely assistance on a temporary basis to help wartime veterans 
become self-sufjicient and productive members of society is an 
effective alternative to the backward-looking and less construc- 
tive "old soldiers" pensions. Temporary handicaps or needs, 
however, should not become the basis of permanent privileges 
or programs. The readjustment benefits should be limited to 
needs arising directly from service and should cease after a rea- 
sonable period of time following separation. 

(c) The non-service-connected benefits are the lowest priority 
among veterans' programs. Their justification is weak and 
their basic philosophy is backward looking rather than construc- 
tive. Our society has developed more equitable means of 
meeting most of the same needs and big strides are being made 
in closing remaining gaps. The non-service-connected benefits 
should be limited to a minimum level and retained only as a 
reserve line of honorable protection for veterans whose means 
are shown to be inadequate and who fail to qualify for basic 
protection under the general Old-Age and Survivors Insurance 
system. 

A Positive National Policy Toward Veterans' Problems 

Veterans' benefits in the United States have been extremely 
costly. Federal Civil War benefits, for example, totaled $8 bil- 
lion-twice the actual money cost to the Union of fighting this 
4-year war. Spanish-American War benefits have outstripped 
the original military costs by eightfold. Moreover, the bulk of 
the cost of these benefits has been for pensions. Pending pro- 
posals would ultimately lead to the same results for the more 
recent conflicts, but on a vastly greater scale. 

In retrospect, a large proportion of these pension expenditures 
can be said to have had but little connection with the contribu- 
tions which soldiers made to winning these wars. Moreover, 
since the benefits were provided many decades after the end of 
the conflicts, their effectiveness in meeting the war-connected 
needs of the veterans who participated in these conflicts was 
doubtful. 

An important lesson from this experience is that the problem 
of veterans' benefits must be met squarely and promptly after 
the end of a war. The Government must be factual in its assess- 
ment of the needs of veterans. It must provide timely assistance 
instead of temporizing for years, then bowing to pressure group 
action and providing costly pensions on a sentimental basis to the 
remaining survivors of the conflict and to their widows and 
children. 

Fortunately, the newer policy of providing timely and con- 
structive benefits has already been implemented and found satis- 
factory-first in the pioneer vocational rehabilitation program 
of World War I and later in the "GI Bill" programs for World 
War I1 and Korean conflict veterans. 

Recommendation No. 4 

The Government in general, and the executive branch in 
particular, should adopt a positive policy toward meeting fully 
and promptly the legitimate needs of veterans. This policy 
should have the aim of alleviating war-incurred handicaps of 
servicemen as early as possible after separation and helping them 
become productive and useful members of their communities. 
The provision of constructive and adequate readjustment bene- 
fits, as a rule, should discharge the Government's obligation to 
war veterans who have no service-connected disability. 

A Factual and Objective Basis for O w  Policy Toward Veterans 

Few of our national policies are formulated in an atmosphere 
chargedwith the emotion and sentimentality evoked by the vet- 
erans' benefits problem. The mustering of the patriotic instincts, 
which all of us feel, in support of special privileges for veterans 
has been commonplace. In addition, there has been a consistent 



tendency to formulate general policies in the light of a few dra- 
matic cases. 

Privilege and responsibility, however, must go hand in hand. 
No other course can be good for the country. As veterans and 
their dependents approach a majority of the population, irre- 
sponsible action could undermine the moral and economic values 
of our society. 

There is no more effective preventive for this danger than to 
develop our national policy toward veterans through widespread 
and realistic public discussion in the light of full and continuing 
factual information about the relative economic and social status 
of veterans in our society, and through analysis of their handi- 
caps and needs. The Commission.is concerned about the lack of 
definitive and useful information in the Government on the con- 
dition of veterans as compared to nonveterans and on the eco- 
nomic and social characteristics of the several million benefici- 
aries now receiving benefits. 

Recommenclation NO. 5 
The Government in general, and especially the Veterans' Ad- 

ministration, should develop and maintain a rounded research 
program so that basic comparative information on the economic 
and social conditions of veterans and nonveterans will always be 
vailable to the President, to the Congress, and to the public. 

Equal Treatment for All Veterans Wi th  Equal Handicaps 

Historically the tendency in the United States has been to 
treat veterans of each successive conflict as a separate group. 
Typically, a cycle of increasingly liberal benefits has been pro- 
vided for each group on the basis of precedent. There has also 
been a parallel tendency to pass legislation adding new benefits 
on a piecemeal basis-often in response to a dramatic representa- 
tion. 

In  a program-such as disability compensation-which is 
both technically complex and massive, the piecemeal approach 
easily leads to inequities in the treatment of veterans with handi- 
caps which are equal in degree but different in nature. Exam- 
ples of this approach are the free conveyances for blind and 
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amputee veterans and the statutory awards which overlap the 
basic disability compensation benefits. When uneven treatment 
is provided for veterans in essentially similar circumstances, the 
inevitable consequence is a demand for further upward read- 
justment of benefit levels or eligibility requirements and eventual 
disruption of the whole program. 

This can only be avoided by strict adherence to principles 
and equal standards and avoidance of special benefits for se- 
lected groups of veterans which may be singled out because their 
handicaps are obvious. 

Recomme*datio* No. 6 

(a)  The general principle of equal treatment for veterans 
with equal handicaps should be strictly followed. 

(b)  Benefits should be provided through the general compen- 
sation system in monetary form, and special additional lump-sum 
grants for particular groups should be avoided. 

Nationwide Uniformity of Be*efit Rates 

Within the United States there are significant differences in 
incomes and living standards. These differences are particu- 
larly apparent as between farm and urban areas but are also 
evident between geographic regions. In  1954 the median money 
income in the United States was $2,301 for those persons who 
received any income. Median urban income was $2,608 or 113 
percent of the United States as a whole. By contrast, median 
percent of the United States median. By contrast, median 

Just as incomes vary greatly from farm to city, so too, they 
differ among regions of the country and among States. For 
example, in the South per capita personal income (which is 
total income divided by the entire population) tends to be much 
lower than in more highly industrialized regions. The wide 
range among States in 1954 in per capita personal income can 
be illustrated by the following: The United States average 
was $1,770. Nevada, the highest State, had an average of 
$2,414--136 percent of the United Stztes average. The lowest 
State, Mississippi, had an  average of $873, only 49 percent of 
the United States average. 



To a large extent these figures mirror actual differences in 
living standards. However, they also reflect certain technical 
difficulties in measuring incomes. One technical factor contrib- 
uting to the low average income of farmers, and of regions such 
as the South where farming predominates, is that a good deal 
of their real income is "in kind" and is not subject to the distri- 
butional markups to which goods and services through commer- 
cial channels are subject. 

Veterans' benefits in the United States have always been paid 
on a uniform rate throughout the country. In most programs 
it would seem impractical to deviate from this approach and to 
attempt to gear veterans' benefit rates to cost-of-living variations 
in different parts of the country. However, because of the dif- 
ferences in money incomes and living standards, a fixed amount 
of veterans' compensation, pension, or other benefits ordinarily 
represents a larger proportion of the money requirements in one 
part of the country than it does in another part. 

Geographical variations in wages, in incomes, and in living 
standards, therefore, cannot be disregarded in determining the 
level of rates for nationwide payment of benefits. If rates are 
set too low, undue hardship may be caused in areas where the 
cost of living is high; if rates are set too high, they may undermine 
the incentive of the beneficiaries to remain productive and self- 
sufficient. These considerations are important in the case of pen- 
sions which must take into account not only the geographical and 
industrial variations in incomes throughout the country but also 
must be geared to the standards which other welfare programs 
employ. This means that the rates must be in consonance with 
the levels of need recognized under the general public assistance 
programs which are geared to minimum basic needs, and also 
should be reasonably below the levels of benefits which will be 
payable through the general Old-Age and Survivors Insurance 
system under existing laws when this program has reached rea- 
sonable maturity. 

In the service-connected disability and death compensation 
programs, the relevant consideration is the standard of living 
which the average worker would enjoy if he continued to work. 
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With this standard in mind the benefit rates should be set in such 
a way as to take account of factors which lower the need for 
compensation, such as tax exemption of compensation benefits, 
provision of free medical care by the VA, and freedom from 
expenses which a worker undergoes. Likewise, factors which 
may result in additional expenses or burdens, such as the need 
for constant care and attendance, should be considered. The 
level determined should then be set with an eye to leaving room 
for incentive for productive activity. 

Recommendatiolz No. 7 

(a)  In most veterans' benefit programs there appears to be no 
practical alternative to the existing practice of paying benefit 
rates which are uniform throughout the country. 

( b )  Geographical and industrial variations in money incomes, 
in wages, and in living standards, however, should be given 
serious consideration in determining what the national rate in 
the case of any benefit should be. The rate in any case should 
not be set so high that it will undermine incentives for produc- 
tive activity. 

(c)  Another important consideration in setting the level of 
rates, particularly in the case of non-service-connected pensions, 
is the need for consistency between levels of benefits paid under 
the veterans' programs and those paid by other public programs 
which fill a similar function. 

... . -- 
Each Generation Should Bear Its Own Bu~delz 

As discussed above, history shows that in the past our national 
obligation to each successive group of veterans has not been 
promptly discharged, but has been belatedly recognized by pen- 
sions for the "old soldiers." This practice has hardened into 
precedent, which is cited today by those who propose vastly 
liberalized pensions for the World War I, World War 11, and 
Korean conflict veterans and their dependents. 

While it is easier to promise future benefits than to pay off 
current obligations, the!e is particularly danger in following this 
tendency in the field of veterans' pensions. This arises because 
most of our 22 million veterans are still young and the full 



impact of promises to pay old-age pensions will not come for 
many years. Even with the advancing age of our World War I 
veterans, there are today about 700,000 veterans who are 65 or 
older. By 1995, when many of the World War I1 veterans will 
reach the age of 65,6 out of every 10 elderly males in our popu- 
lation will be veterans. 

This suggests a careful consideration of the possible future 
impact of proposals which would seem to have minor financial 
significance at the outset. I t  also calls attention to the sound 
principle that, as a country, we should not promise to pay in 
the far-distant future an obligation we are not willing to pay 
today. 

Recommendation No. 8 

Because the heaviest costs of veterans' pension legislation lie 
in the future, enactment of veterans' pension legislation should 
be preceded by a careful long-range look ahead to make sure that 
socially and financially unsound provisions are not adopted. 
We should not commit future generations to obligations that 
we ourselves are unwilling to shoulder. Excessive commit- 
ments might jeopardize the valid programs and in so doing 
deprive the aging veterans of compensation at a time when 
most needed. 

The Need for Pers@ective 

As has been noted, a number of important veterans' pro- 
grams-such as pensions and educational benefits-are not 
unique among Government programs. Even the more special- 
ized veterans' programs, such as disability compensation, have 
their counterpart nonveterans' programs. 

The rapid growth of our social structure makes it necessary 
to reassess constantly all Government programs to make sure 
they are properly alined with respect to each other. Even more 
important, reassessment should ascertain that our Nation's most 
important needs are given highest priority, and that a preoccu- 
pation with veterans' preference should not lead us to overcom- 
mitments in this regard when the nadonal interest would be 

better served by the improvement of public programs in other 
areas or by increasing our national security outlays. 

Recommendation No. 9 

As a nation we should keep the whole range of our needs in 
perspective. We ought to make sure that we meet the high 
priority service-connected needs of our veterans-and this is 
fully within our means and our volition as a nation. However, 
it would be dangerous to overemphasize veterans' non-service- 
connected benefit programs at the expense of essential national 
security and other general public programs. 



Chapter VI 

COMPENSATION FOR SERVICE-CONNECTED 
DISABILITIES 

Disabilities resulting from injuries or disease incurred or ag- 
gravated while in service with the Armed Forces are com- 
pensable. Compensation is ~rovided for temporary as well as 
permanent impairments and for partial as well as total disabili- 
ties. The program of service-connected disability compensa- 
tion administered by the Veterans' Administration is by far the 
largest disability benefits system in the United States. On  June 
30, 1955, approximately 2,076,000 veterans were receiving com- 
pensation at an annual rate of $1.4 billion. 

Important and closely related is the disability retirement sys- 
tem of the Armed Forces. Since 1949 both enlisted men and 
officers have been eligible for disability benefits under this pro- 
gram for impairments arising while in service. On  June 30, 
1955, there were over 80,000 military personnel on the disability- 
retired roll receiving benefits at an annual rate of $188 million. 

The present disability compensation program for veterans 
stems from the colonial period and early British practice. Dis- 

ability compensation has been provided in one form or another 
to veterans of all wars in which our nation has been engaged. 
Included also are ex-servicemen who have suffered impairment 
during peacetime service. These benefits, however, have not 
always been adequate in level or in coverage, and their develop- 
ment has been gradual. Various liberalizations have been made 
in accord with rising living costs while curtailments have been 
rare. Our veterans' disability compensation system is one 
of the most liberal major disability-benefit programs in the 
United States. 

The Veterans' Administration administers two main types of 
monetary awards for service-connected disabilities. The first 

are basic percentage awards, in 10 gradations based on degree of 
disability. The second are "statutory awards", flat amounts 
authorized by legislation for specific disabilities including loss, or 
loss of use, of limbs or creative organs, blindness, deafness, and 
tuberculosis. Individuals in this category are also rated per- 
centagewise. 

The same amounts are payable to all persons with the same 
disability rating regardless of their former rank or grade. Vet- 
erans who receive compensation for disabilities rated 50 percent 
or more are entitled to extra amounts for wives, minor children, 
and dependent parents. Peacetime ex-servicemen as well as war- 
time veterans are eligible for disability compensation, but the 
rates for the former are only 80 percent of the wartime rates. A 
peacetime ex-serviceman, however, would receive the higher 
wartime rate if disabled while engaged in extra-hazardous duty 
or simulated wartime activity. 

Among other special veterans' benefits for service-connected 
disabilities are: continuing medical and hospital care, special 
life insurance, prosthetic appliances, special aids for the blind, 
a one-time award of $1,600 toward purchase of an automobile 
or other conveyance for loss, or loss of use, of one or both hands 
or feet or both eyes (incurred in World War I1 or the Korean 
conflict) ; and a single grant of up to $10,000 to cover not more 
than one-half the purchase price of a special house for veterans 
who have suffered the loss, or loss of use, of lower extremities. 
In addition, disabled veterans of World War I1 and the Korean 
conflict who are eligible for disability compensation have been 
entitled to vocational rehabilitation benefits. 

Bask or Percentage Awards 

The percentage awards are based upon the average impair- 
ment in earning capacity resulting from the disabilities. These 
awards are divided into 10 gradations ranging from 10 percent 
to total or 100 percent. The 9 rates of compensation for par- 
tial disabilities are proportional to the $181 monthly wartime 
rate for total disability. 

Historically percentage or basic awards have been much lower 
in dollars than at present. Under the General Law system of 



1862, applicable to Civil War and later 19th century veterans, 
the rates for total disability were $8 a month for a private, rang- 
ing to $30 a month for lieutenant colonel and above. Due to in- 
equities in the rates under the General Law, the Congress in 1873 
provided an auxiliary rate of $18 for total disability with smaller 
awards based on proportions of this amount to be provided for 
certain less disabling conditions. This General Law system con- 
tinued to apply at these levels even up to World War I and 
beyond; they are still effective for certain individuals. 

Under the War Risk Insurance Act amendments of 1917 the 
concepts surrounding service-connected disability were looked 
at anew. Money payments relating thereto began to be looked 
upon as "compensation" rather than "pensions." Thus, "com- 
pensation" would emphasize the idea of indemnification for 
losses, implying recompense for services pei-formed rather than a 
gratuity as inferred by the term "pension." This was in keep- 
ing with the emerging trend in the industrial field whereby pay- 
ment for an injury under workmen's compensation was being 
recognized as more of a right than merely damages for personal 
injuries to be secured through litigation. 

During World War I, however, the basic rate was still very 
low-for 100-percent disability the amount was $30 a month 
for all personnel, regardless of grade. This maximum rate pre- 
vailed until 1919, when it was increased to $80; thence to $100 
in 1924.Vlthough there was a temporary setback to $80 by 
virtue of the Economy Act of 1933, a basic rate of $100 a month 
was in effect at the start of World War II.3 Since then, under 
the impact of rising price levels during World War I1 and the 
Korean conflict, successive increases in the compensation rates 
brought the maximum rate to its present level of $181 in 1954. 

As can be seen from the bars in chart I, the vast bulk of vet- 
erans on the disability compensation roll is concentrated in the 
lower percentage categories. Out of 2,076,000 veterans on the 
roll, June 30, 1955, over 841,000 or about two-fifths were in the 

'Public Law 104, 66th Cong., approved Dec. 24, 1919. 
' Public Law 242,68th Cong., approved June 7, 1924. 
a Public Law 2 and later amendments, 73d Cong., approved March 20,1933. 

10 percent and zero categories. An additional 664,000 were 
disabled 20 to 30 percent. Thus, over 1,500,000 veterans, or 
nearly three-fourths were disabled 30 percent or less. At the 
upper extreme, 124,000 were rated as 100 percent disabled-6 
percent of the total. In ranges from 40 to 90 percent, almost 
447,000 veterans were included, representing over 20 percent of 
the total. (Also see table 1, p. 152.) 
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Statatory Awards 

These special awards represent instances in which the Con- 
gress has established rates by specific enactment for certain con- 
ditions that can be readily identified, such as amputations or 
blindness; they are payable on a permanent basis, that is, during 
the lifetime of the individual. Such rates originated during the 
Civil War at a time when the basic amount for total (100 per- 
cent) disability for enlisted men was $8 per month. In that 
period of our history when the economy was largely agrarian, 
manual dexterity was essential. Thus, permanent injuries to 
limbs meant almost complete economic disablement of the indi- 
vidual. For pitiful conditions (such as loss of feet, hands or eyes) 
Congress recognized the inadequacy of the basic 100-percent rat- 
ing and enacted special provisions. In 1864, for the first time, 
the rate for the loss of both hands or the sight of both eyes was 
established by statute at $25 monthly, while for the loss of both 
feet the rate was set at $20. 

The number of statutory awards has increased through the 
years; and the rates have correspondingly progressed upward. 
While the earlier practice had been to provide the higher statu- 
tory amounts as a substitute for percentage awards, the innova- 
tion of establishing certain statutory amounts in addition to the 
basic percentage rates was begun by Congress after the close of 
World War I. 

The first instance of this was an enactment in 1919 for com- 
binations of disabilities which were deemed to be "double total 
permanent disability," and which provided a rate double the 
basic percenage rating otherwise payable. Starting in 1930, a 
number of disabilities were provided statutory amounts in addi- 
tion to the basic percentage awards under various amendments 
to the World War Veterans Act. Under the veterans' regula- 
tions promulgated under Public Law No. 2, 73d Congress 
( 1933), additional amounts were provided for the loss of 1 hand, 
1 foot, or 1 eye. Furthermore, the awards for multiple disabili- 
ties were consolidated into statutory rates higher than the basic 
percentage rate for total disability. Since 1933 the amounts for 
statutory awards have been raised from time to time while cer- 

tain new awards have been added, such as for arrested tuber- 
culosis. 

At the present time, these statutory awards are of two kinds 
(peacetime rates are 80 percent of the wartime rates given be- 
low) : First, permanent monthly rates of $47 are payable in ad: 
dition to the basic percentage awards for loss, or loss of use, of a 
foot, hand, creative organ, or blindness in one eye. 

The second category, listed below, includes permanent 
monthly rates paid for specified disabilities in lieu of the basic 
percentage rates. As can be seen, these usually exceed the per- 
centage rates : 

1. (a) Loss or loss of use of both hands, both feet, one hand and one 
foot, (b) blind in both eyes, (c) permanently bedridden, or (d) 
helpless and in need of aid ------------------------------ $279 

2. Loss or loss of use of two extremities at a level, or with complications 
preventing natural elbow or knee action with prosthesis in place; or 
blind in both eyes and requiring aid and attendance---------- $329 

3. Loss of two extremities so near shoulder or hip as to prevent use of 
prosthetic appliance; or anatomical loss of both eyes---------- $371 

4. A group of World War I veterans are "protected" by law for dis- 
abling conditions similar to the above ------------------ $231-$300 

5. When disability exceeds requirements for any of the above rates, the 
Administrator of Veterans' Affairs may allow next higher rate or in- 
termediate rate, not to exceed _--------------------------- $420 

6. If a veteran has two or more losses listed in item 1, above, or has 
total deafness in combination with total blindness------------ $420 

7. Tuberculosis, all forms, completely arrested is compensated for at 
a minimum monthly rate for life, of $67. The law also provides 
graduated reduced percentage ratings over an 11- ear period of 100 
percent for the first 2 years; 50 percent for the next 4 years; 30 per- 
cent for the next 5 years; then a 30 percent permanent rating for 
arrested, far-advanced lesions; a 20 percent permanent rating for 
arrested, moderately advanced lesions; and a zero percent for all other 
forms. However, the monetary payment does not go belbw the 
minimum of $67. 
a. A group of World War I veterans are "protected" by law and 

receive a 100 percent rating for 6 months after discharge from 
hospitalization and then a minimum of $67 monthly for life. This 
group is awarded a minimum permanent 25 percent rating for 
arrested or apparently cured tuberculosis with no observation or 
reexamination required. 



b. The permanent $67 rate for completely arrested tuberculosis is 
not payable in combination with the $47 additional award for 
single losses mentioned above, except for World War I veterans 
receiving statutory awards under section 202 ( 3 ) ,  World War 
Veterans Act of 1924, as amended. 

As can be seen from the middle column of table 1, there were 
nearly 122,000 cases on the Veterans' Administration rolls on 
June 30, 1955, receiving statutory awards. Over three thou- 
sand of these cases were rated at zero (in terms of the basic 
percentage-award criterion). About 64,000, over half of the 
total, were rated from 20- to 50-percent disabled. At the other 
extreme, one-sixth were rated as 100-percent disabled. 
TABLE 1.-Veterans Receiving Service-Connected DisabiHty Compensation From 

Veterans' Admis tra t ion as of June SO, 1955 
[Number of cases and annual cost classieed by degree of disabiUty and type of award] 

Annual Annual Annual I N u m b  value Number I value Number I value 
(thousands) (thousands), (thousands) 

Combined degree of 
lmpalrment 

- 
NO percent ................... 
10 percent ..................... 
m p m n t  ..................... 
30 pemnt ..................... 
40 percent ..................... 
50 percent ..................... 

..................... 60 percent 
70 percent ..................... 
80 prcent ...................... 
80 percent ..................... 
100 percent .................... 

1 Figures cover veterans of all wars, Korean conflict, and peaoetime service, and Include direct and pre- 
sumptively service-connected dlsabiltty. Veterans with 50-percent dlsabLliQ or more are entitled to addl- 
tioual allowances for dependents. These are Included in the annual value of awards. 

a Statutory awards are in addition to, or in Ileu of, basic percantage awards. They are tabulated according 
to percentnge of rated impairment. 

8 Approximately 66,000 cases reaeiving statutory awards also receive basic pemntage awards, but are net 
included in number of CRses shown as reoeivlng the basic percentage awards. 

Total 

Source: Veterans' Adminlstratlon. 

Table 2 shows the distribution of the statutory award cases 
on June 30, 1955, by the kinds of disabilities. Over one-third 
were receiving the award for arrested tuberculosis. Another 
67,000, or 55 percent, were receiving the $47 award for the single 
loss of hand, eye, foot, or creative organ. 

Of the seriously disabled (roughly 10 percent), nearly 10,000 
had multiple losses such as both eyes, both hands, both feet, or 
one hand and one foot. These veterans were receiving statutory 

TABLE 2.-Veterans Receiving r9pecdflc Statutory Cvmpensati;on Awarals From 
Veteram' Adm*mistraticm as of June SO, 1955 
[Number of cases and rates paid, cIassi5ed by type of loss] 

I I 

Award 

Specfic statutory disability 

Statutory 2 a 

.............. ........................................................... Grand total 121,692 -- 
1 Arrested t u b c o s i s . .  ................................................... I 4 1 , z  1 

............................... 2. Arrested tuberculosis and creative org an... 
-- 

if: 

Basic peroentage a 

I- 1 Figures cover veterans of all wars Korean conflict, and peaoetlme servlce, and Include direct and ~ r e -  
sumpthely service-eonnected disabilities. 

1 Pewtime rates are 80 percent of wartime rates. Veterans with not less than 50-percent disability are 
entitled to additional allowances up to $91 for dependents. 

1 Basic ercentage com ensation awards are payable in addition to the speclffc statutory awards to vet. 
erans in t%is category if tfey can quallfy, and such awards generally ranging from $50 to $181 monthly were 
bein pald to an estimated 65 000 veterans as of June 30 1955. 

4 'fheae rates are applioableto the bulk of cases in thti category. 

..................................................... 3. Loss or loss of use of 2 

........................................................ Creative organ 
................................................................ 1 hand 

.................................................................. leye 
................................................................. 1 foot 

.............................................. 4. Multiple loss or loss of use of 

Both eyes ............................................................. 
~ 0 t h  hands ........................................................... 
Both feet ............................................................. 
Hand and foot ........................................................ 

5. Multiple loss of other combinations of eyes, feet, and hands.. ............. 

6. Other ..................................................................... 

................................................... Aid and attendance 
................................ Aid and attendance and creative organ 

............................................... 7. Combinations of 3, 4.5, or G 

Souroe: Veterans'~dm1nistration. 

awards of $279 to $371 a month or their 80-percent peacetime 
equivalents. 

Of the 67,000 veterans on the statutory award roll drawing the 
$47 rate, or its peacetime equivalent, an estimated 65,000 were 
also receiving additional payments under the basic percentage 
category-largely in the 30- to 50-percent bracket. This meant 
that the typical veteran who had sustained the loss of a hand, 
an eye, or a foot was receiving an award in excess of $100 monthly 
under both sets of these benefits. 

Presumption of Service-Connected Disability 
While the basic criterion is that the disability must be due to 

a condition resulting from service or aggravated by service, there 
are a number of special provisions in the various laws and regu- 
lations which help a claimant establish service connection for 
his disability. This is accomplished by so-called presumptions 
which under certain conditions remove the necessity of proof. 

66,912 

6,986 
12,810 
21,984 
25,132 

9,791 

2,1335 
a21 

5,927 
1,458 -- 
1,427 

47 

.............. 

.............. 

.............. 

.............. 

279-371 

.............. 

.............. 

.............. 

.............. 

1 M U )  -- 
279-326 

.............. 1,412 
10 .............. 

440 4 97420 r -- 



Available information indicates that about 2.5 percent of all 
veterans in receipt of service-connected compensation estab- 
lished claims solely on the basis of the presumption of the service- 
connection through a disease which became manifest after dis- 
charge. (See item 3, below.) Complete statistics are not avail- 
able on the extent to which non-service-connected conditions 
have been put into the service-connected category, through this 
process, but it is evident that some of the presumptions are ex- 
tremely broad in their application. In  addition, the law provides 
that where evidence may not clearly demonstrate service con- 
nection of a disease, all reasonable doubt is to be resolved in favor 
of the veteran. This prescription, together with the statutory 
presumptions, heavily conditions the administration of the dis- 
ability compensation program. The rebuttable presumptions 
may be grouped as follows: 

1. Presumption of sound condition.-Every person in mili- 
tary service is presumed to have been in sound condition upon 
entry, except as to defects noted at the time of examination. 

2. Presumption of service connection-aggravation.-A pre- 
existing injury or disease is presumed to have been aggravated by 
military service, where there is an increase in disability during 
service, unless the increase is due to the natural progress of the 
disease. 

3. Presumption of service connection-diseases manifest after 
discharge.-Certain chronic and tropical diseases are presumed 
to be service-connected if existing within 1 year after separation 
except that: (a)  for tropical diseases the time interval may be 
extended, provided the period from date of termination of active 
service to the time when the disease is first observed does not ex- 
ceed the time allowed for such incubation according to the opin- 
ion of acknowledged medical authorities; (b) for active tu- 
berculosis, all forms, the time interval is 3 years, and by regula- 
tion active pulmonary tuberculosis diagnosed within the fourth 
year is held to have preexisted the diagnosis for 6 months in mini- 
mal cases, 9 months in moderately advanced cases, and 12 months 
in far-advanced cases; and (c) for multiple sclerosis the time in- 
terval is 2 years. 

4. Total disability-Although not a "presumption" in the strict 
sense of the term, total disability is said to exist when there is 
present any impairment of mind or body which is sufficient to 
render it impossible for the average person to follow a substan- 
tially gainful occupation. Permanent total disability would exist 
when the impairment is reasonably certain to continue through- 
out the life of the disabled person. 

TABLE 3.-Veterans Receiving Service-Connected Disab i l i t~  Compensation From 
Veterms' Admimietratiom a8 of June SO, 1955 ' 

[Number of cases, classifled by preponderant w?~pensable disabilities acwrdlng to Veterans' Adminls- 
tration mnior disability claa9lflcationl 

Major dlsabillty classMcation 1 Total I?&% 
total 

orand total.. ............................................................... 

Total tuberculosis of the lungs and pleura ......................................... 4.4 -- 
Total myobiatric and neuroio~ical d i r a s  ................................... ! 4 I 21.7 

Psychoses ..................................................................... 82,814 4.6 
P8ycboneurosos ............................................................... 245 864 11.8 
Or~anlc dlserue~ of the eentral nervous svstem.. ............................... 1 88: 8ES 4.8 

- - -- -- 
Total general medical and surgical conditions ..................................... - 1  1,532,863 ( 73.8 

..................... Bones and jolnts. acute. subacute or chronic. dheases of.. 1188.0621- 
Amputatioiu of upper b d  lower extremities' including fingers and toea ........ 
Other impairments,of upper and lower extremities, including Lingers, toez-, ,, k,. rndr,, ........................................................ ,.= Muscle miuries ................................................................ 238.786 
Eye d i s e k  of and impalrment of visual amity .............................. 44; 396 
Ear 'and other &nse organs dlseases of, and impairment of auditory acuity.. .. 

...... .................................................... systemic conditions. ' 
ResDirntorv svstem. diseases of- 

Trachea and bronchi. ..................................................... 71; 845 
Lungs and pleura-nontuberculo~8~~. ..................................... 28 148 

Cargovascular system, dlseases of- I .I--. 1 
Hewt ..................................................................... I 6 t i . m  I 

Himic nu3 lymuhatic systems, dlseases of ..................................... 
................................................ ............... Skin conditionsI I 132 808 

Endocrine system, disesses oL ................................................. 14: 004 
.................................................. Dental and oral canditbm.. 1 I, 824 I 
- 

1 Figures wver veterans of all wars Korean conflict and peasetime smvlce and Include dlrect and pre- 
sumptively service-wnnected dfsabilitles for which sdtutory or basic p8rcent)age awards are being paid. 

4ouree: Veterans' Administration. 

Disability Ratilzg U d e r  the Veterans' Ahinistration Program 

Measurement or rating of disability is extremely complex. At 
the national level, although a number of agencies administer pro- 
grams involving disability evaluation, the largest is operated by 
the Veterans' Administration. Apart from the Federal Govern- 
ment there is a repository of some rating experience in the various 
State agencies which administer workmen's compensation laws. 



The Commission's review of the fields of workmen's compensa- 
tion and disability evaluation, however, shows that despite the 
pioneering efforts that have been made there are many technical 
problems yet unsolved and a wide range of disagreement exists 
among the experts. 

In the Veterans' Administration, the chief measuring instru- 
ment is the Schedule for Rating Disabilities. This schedule, in 
keeping with Veterans' Regulation No. 3 (a) ,  provides that: 
"The ratings shall be based, as far as practicable, upon the aver- 
age impairments of earning capacity resulting from such injuries 
in civil occupations." 

The first rating schedule on the average impairment method 
came into being after passage of the War Risk Insurance Act 
amendments of 191 7 and was developed on the basis of existing 
knowledge mainly from workmen's compensation and insurance 
fields. The last major revision of this schedule is the 1945 edi- 
tion which was the outgrowth of a series of revisions going back 
to World War I. The changes since 1945 are embodied in nine 
G c  extensions." From its beginning, the "average impairment" 
concept has undergone some variation. The 1925 schedule, for 
example, followed the so-called California workmen's compen- 
sation system of rating disability to the extent that the award to 
the worker was based on his specific occupation rather than on 
an average of all occupations. Awards ranged from 10 percent 
to 100 percent in gradations of 1 percent. 

In 1933 the Veterans' Administration was authorized to return 
to the method of averaging for all occupations. The resulting 
schedule was constructed with 10 grades of disability from 10 
percent to 100 percent. The 1925 schedule, however, is still 
used as the basis for certain ratings "protected" by law for World 
War I veterans, and for determining existence of a compensable 
disability on the part of deceased veterans whose dependents 
might be eligible for death pensions. It should be noted that in 
developing the ratings in the schedule, the standard for "average 
impairment" was the ability of a man to perform manual or 
general labor, capabilities required in occupations emphasizing 
physical performance. 

Despite the mandate in Veterans' Administration Regulation 
No. 3 (a )  that "The Administrator of Veterans Affairs shall, 
from time to time, readjust this schedule of ratings in accord- 
ance with experience," there has never been a study to find out 
if these veterans were actually being compensated according to 
their "average impairments in earning capacity." Likewise, 
other basic information necessary to appraise the effectiveness 
of the present rating system has not been available. 

Research on Problem of Disability Ratilzg a d  Compelzsatwlz 

In view of the background of the Schedule for Rating Dis- 
abilities and of the changing economic and social characteristics 
of our society, the Commission undertook three basic studies to 
ascertain whether the present schedule constituted an adequate 
and equitable basis for compensating disabled veterans. The 
first study consisted of a medical appraisal of criteria and corre- 
lated percentages of disabilities, as well as nomenclature in the 
schedule and in the related statutory awards and presumptions. 
A questionnaire was sent to 169 eminent medical specialists in 
various parts of the country to obtain their views on whether 
standards laid down in the schedule were in accord with up-to- 
date practice. About half of the questionnaires went to spe- 
cialists in private practice, with the balance to phydcians in 
Government agencies, including the Department of Defense and 
Veterans' Administration. This investigation was pertinent also 
to non-service-connected pensions since the disability-evaluation 
criteria in the schedule apply to these benefits as well. 

Secondly, an actuarial study of mortality rates among veterans 
receiving disability compensation was undertaken. Death rates 
in any group of persons furnish an important index of the physi- 
cal vitality of the group. Accordingly, for the first time data 
were compiled by this Commission on the mortality rates of Vet- 
erans' Administration compensation beneficiaries. A shorten- 
ing of life, of course, involves an economic loss. The actuarial 
study, therefore, helped examine the effectiveness of the present 
system of compensation. 



Thirdly, a survey was made of the actual earnings of over 
12,000 veterans on the disability compensation rolls based on 
the veterans own reporting. At the same time, a similar study 
of about 1,300 cases on the military disability retirement rolls 
was undertaken. The survey of veterans on the disability rolls 
(in which a response of about 90 percent was received) covered 
not only the question of earnings but many other factors relating 
to the work experience, social adjustment, and health status of 
the disabled veterans. Simultaneously, a survey of 7,000 vet- 
erans in the civilian noninstitutional population was made 
through the United States Bureau of the Census. Here also for 
the first time an attempt was made by the Commission to measure 
objectively how the incomes of disabled veterans compare with 
the incomes of nondisabled veterans and other people in corre- 
sponding age, occupational, and educational groups. 

In  addition to the foregoing surveys, the Commission under- 
took a study of how disability compensation and rating were 
working under State workmen's compensation laws and how they 
compared with the Veterans' Administration and the Depart- 
ment of Defense. Likewise, the Commission examined compen- 
sation practices by the Canadian and British Governments. The 
results of these studies are published in separate reports. Taken 
altogether, they demonstrate that significant improvements 
should be made in the disability compensation programs for 
veterans and servicemen. At this point, it is necessary only to 
indicate the general nature of the Commission's findings. 

Medical Appaisal of Veterans' Admimistration Rating Schedule 

The responses from the medical specialists and the studies of 
the Commission's staff indicate that the present Veterans' Ad- 
ministration Schedule for Rating Disabilities is in many respects 
not in conformity with up-to-date standards. Some ratings are 
unrealistic in view of the current level of medical and other scien- 
tific knowledge. In many areas the standards embodied in the 
schedule show evidence of looseness in application which pro- 
duces inequities in the granting of some awards. Notable in- 
stances, particularly significant with Aspect to pensions, are the 

criteria relating to osteoarthritis and arteriosclerosis and to simi- 
lar ailments in the schedule which set the standards for a 10- 
percent disability in the advanced ages. (The replies from 
physicians, among other things, stressed the fact that the nomen- 
clature for psychoses and epilepsies was not in keeping with 
present-day usage.) 

Along with the problem of the rating schedule criteria, returns 
from the medical specialists indicated that the statutory awards 
for tuberculosis and creative organ as well as the presumption of 
service-connection for tuberculosis were not in accord with pres- 
ent-day concepts. For example, advances in the diagnosis and 
treatment of tuberculosis, together with accepted medical prin- 
ciples about this disease, make obsolete the statutes which were 
predicated on scientific medical knowledge of the 1920's. 

Actzlarial S t d y  on Mortality Rates 
The loss of physical vitality from injuries or disease is a sig- 

nificant factor which can be measured actuarially by examining 
mortality rates. I t  is commonly assumed that a person receiving 
disability compensation has suffered an impairment of health 
which, more or less, would shorten life expectancy. There are 
many cases where this is true. In  the Commission's study, the 
mortality rates for both World War I and World War I1 vet- 
erans were compared with the mortality rates for males of similar 
ages in the general population. Mortality rates were also ex- 
amined not only for the various degrees of disability, but also for 
the various groups of diseases and injuries. The results of this 
investigation as they apply to the average, but not to particular 
individuals, are summarized below : 

1. Veterans now receiving disability compensation on account 
of service in World War I are on the average better off from the 
standpoint of physical vitality than men of the same age in the 
general population. They probably are as well off from this 
standpoint as World War I veterans generally, including those 
not receiving disability compensation, though this point has not 
been conclusively established. 

2. Veterans receiving disability compensation on account of 
service in World War I1 were slightly better off from the stand- 



point of physical vitality in 1954 than men of the same age in the 
general population. In 1953 and in earlier years they were some- 
what worse off. Currently they are worse off than the total 
World War I1 veteran population. 

3. The disabilities that result in ratings of 10 or 20 percent 
do not represent any impairments of physical vitality. Persons 
having these ratings appear to be as well off as veterans generally, 
and much better off than men of the same age in the general 
population. 

4. A higher rating in the Veterans' Administration's rating 
schedule means a greater loss in physical vitality, though not con- 
sistently so, and not proportionally so. Thus, a 50-percent rating 
does not mean half as much of a loss of vitality as a 100-percent 
rating. 

5. The standards for a 100-percent disability rating by the 
Veterans' Administration represent less in the way of a loss of 
physical vitality than the standards used by commercial life in- 
surance companies in determining the existence of total disability. 
In this sense, therefore, a 100-percent rating is not always synony- 
mous with total disability. 

The Ecoaomic Status aad Earaiag Capacity of Disabled Veteraas 
Comparisons of data from the survey by the Bureau of the 

Census in October 1955 and the survey of individuals on the Vet- 
erans' Administration compensation rolls show the following: 

Total incomes.-Median annual income for service-connected 
disabled veterans is about $130 less than that for veterans with- 
out service-connected disabilities. Since the incomes of the aver- 
age disabled veteran include Veterans' Administration compen- 
sation averaging $700 on which no income tax is paid, the result- 
ing take-home incomes of disabled veterans are about equal to 
those of nondisabled veterans. 

When the comparison of total incomes is made by age groups 
(see chart 11), the disabled veterans in ages under 25, and from 
25 to 34, have about the same income as the nondisabled group. 
However, in the age groups above 35, the disabled veterans have 
incomes which are lower; in the 35 to 44 age group their cash 
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T O T A L  I N C O M E S  OF VETERANS R E C E I V I N G  VA 
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All Ages Under 25-34 35-44 45-54 55 Yrs 
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A m  GROUP8 

income is about $400 lower; in the age group 45 to 54 this dif- 
ference is somewhat less-$275; while in the age group 55 and 
over the difference is about $430. (For total income by degree 
of disability see chart 111.) 

Earned income.-In addition to other factors, it is quite plaus- 
ible that the disability might be responsible for the reduction in 
earning capacity of this group. The figures show that for all 
ages combined, the median earned income of veterans with ser- 
vice-connected disabilities is about $365 less than the median in- 
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come of nondisabled veterans. This differential changes with 
age. With respect to veterans who engaged in training under 
Veterans' Administration auspices, the median income of those 
in ages under 35 exceeds that of veterans without such training; 
however, in the older ages the reverse relationship prevails. For 
all ages together the 1955 median incomes of those with training 
were about equal to those without training. 

Occupational status.-The proportion of professional, sales, 
operative and kindred workers, and laborers is higher for non- 

disabled veterans in comparison with disabled veterans. On the 
other hand, disabled veterans have a higher proportionate rep- 
resentation among managers, officials, and proprietors, (except 
on farms) ; clerical and kindred workers, service workers and 
farmers, and farmworkers. These excesses and deficiencies, 
however, show some reversal in specific age goups. 

Employment.-The above figures on occupational distribution 
relate only to veterans who are employed and may be affected 
by the significant differences in the employment ratio of dis- 
abled and nondisabled veterans. In October 1955,83 percent of 
the disabled veterans were employed as compared to 93 percent 
of the nondisabled according to census data. The proportion 
who indicated that they were unable to work was 3.7 percent 
in the disabled group as compared to only seven-tenths of 1 per- 
cent in the group not receiving Veterans' Administration 
compensation. 

Employability was significantly different as between World 
War I1 veterans and the much older World War I veterans. 
Among the World War I1 group, 97 percent of the nondisabled 
were employed; only 90.5 percent of the disabled. Of those, 
two-tenths of 1 percent of the nondisabled were unable to work 
as compared to 2.2 percent of those receiving compensation. Of 
the World War I veterans, however, only 52 percent of the dis- 
abled were employed as compared to 80 percent of those not 
on the Veterans' Administration compensation rolls. Signifi- 
cantly, 12 percent of the disabled indicated that they were unable 
to work as compared to only 4 percent of the nondisabled vet- 
erans of that war. This indicates that with growing age, dis- 
ability may have an increasing effect on employability. I t  may 
also reflect to some extent the fact that older veterans, whose 
family responsibilities have been met, and who have regular 
assured incomes from the Government, tend to withdraw from 
the labor market earlier in life. This is indicated by thk fact 
that nearly 30 percent of the disabled World War I veterans 
have left the labor force as compared to only 13 percent of the 
nondisabled. 



In terms of extent of employment, the disabled veterans again 
compared unfavorably with the nondisabled. While 75 percent 
of the nondisabled worked fulltime, for 48 to 52 weeks during 
the 12 months preceding October 1955, only 61 percent of the 
disabled veterans were in this category. 

Days lost by illness.-For those veterans who worked, the sur- 
vey carried out through the cooperation of the Census Bureau 
showed that the extent of illness was significantly higher among 
the disabled. Of the nondisabled veterans, 71 percent did not 
lose any time from illness, 40 percent of the disabled; 16 percent 
of the nondisabled lost less than 10 days, 19 percent of the dis- 
abled; 13 percent of the nondisabled lost 10 or more days from 
illness, 23 percent of the disabled. 

With respect to hospitalization, the experience among the 
disabled was also heavier. Of the nondisabled, 8 percent were 
hospitalized during the year preceding October 1955; three- 
fourths of these took care of their own hospitalization. Among 
the disabled, 16 percent were hospitalized, and over half of these 
(55 percent) took care of their own hospitalization. 

GUlDEPOSTS FOR IMPROVEMENT 

The Basic Pw$ose of Disability Covzpetzsatiotz 

Foundations for rating and compensation.-Disability com- 
pensation is a complex and difficult subject because it deals with 
a wide range of human factors. I t  is clearly a national desire- 
and fully within our national economic capacity-to do justice 
by those who were injured or disabled as a consequence of their 
military service. However, a formidable question arises as to 
what basis for compensation is just and equitable for all. 

Many different factors can be identified as possible bases for 
compensating disabled veterans. These include : impairment of 
earning capacity, loss of physical integrity, shortening of life, 
social inconvenience, disfigurement, pain, suffering, anguish, and 
possibly others. Most of these elements may be identified in one 
or another of the various systems for awarding damages or com- 
pensating for disability. In the field of tort claims or common 

lawsuits, for example, an increasingly broad range of factors is 
being reflected in the award of damages. 

In the Veterans' Administration system, the law specifies that 
the percentage awards are to be based on average impairment of 
earning capacity. This recognizes that the fundamental purpose 
of disability compensation is to assure the disabled veteran and 
his family the essential means for economic maintenance. In 
actual administration, however, it is clear that the Veterans' 
Administration has not been able to adhere to this basic criterion 
as set forth in the law. Moreover, no studies have been made of 
the actual impairment of earning capacity among the disabled, 
and the basic standard used has been geared to the impairment 
of the individual who performs manual labor. Thus, since func- 
tional physical capacity is a major factor for a laborer, the 
Veterans' Administration standard has been predominantly a 
physical disability standard. 

Anatomical disablement is more clearly identifiable in the 
supervening statutory awards which have been enacted into law 
over many years and which override or supplement the basic 
percentage awards. From the economic standpoint, statutory 
awards conform more to the pattern of a bygone generation when 
anatomical disablement had a much greater effect upon employ- 
ment factors than today. Accordingly, statutory awards inject 
an unduly heavy element of compensation for purely physical 
factors. Similarly, percentage awards for such injuries as severe 
facial disfigurement are also a recognition of the physioal factor. 
The compensation of minor wound scars at 10 percent cannot be 
related to impairment of earning capacity and indicates that an 
allowance for pain and suffering has been included, possibly 
disfigurement as well. There is some indication that Veterans' 
Administration ratings make allowance for shortening of life and 
social inconvenience resulting from disablement. Additionally, 
the response of medical specialists to the Commission's question- 
naire showed that many of them believed some ratings included 
factors other than loss of earning capacity. 

While there are some important exceptions, it appears that- 
despite the inadequacies discussed above--on the whole vet- 
erans) compensation tends to work out in such a way that the 



average wage loss of those who are disabled is made up through 
compensation. Developments in survey techniques in the last 
2 decades make it feasible to measure accurately the actual aver- 
age earnings of disabled veterans and to compensate them for 
any deficiency, so an even better result can be obtained. 

C H A R T  IV 

T O T A L  I N C O M E S  O F  V E T E R A N S  R E C E I V I N G  S T A T U T O R Y  
A W A R D S  A S  P E R C E N T  O F  I N C O M E S  O F  V E T E R A N S  

R E C E I V I N G  C O M P E N S A T I O N  O N L Y  U N D E R  R A T I N G  S C H E D U L E  
A balanced compensation program must do more than merely M e d i a n  I n c o m e s ,  I n c l u d i n g  V A  C o m g e n s a t i a n ,  
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man's life is important, there are other elements which must be 
recognized in drawing up a compensation system; for example, 
physical and mental integrity of the individual, as well as social 
and industrial adaptability. Furthermore, just as changing 
economic conditions affect the loss of earning capacity resulting 
from certain disabilities, so do social conditions change and affect 
the physical integrity aspect of compensation. Likewise, ad- 
vances in surgery, prosthetics, and medical treatment may 
alter the degree to which functional losses handicap individuals. 
'The anatomical impairment aspect must be realistically ap- 
praised. Due regard should be given the fact that anatomical 
loss for an amputee may not be a more serious handicap than the 
loss of health to a person suffering from internal injury or disease. 

Statutory Awards. Changes in the nature of economic activi- 
ties and in medical and vocational rehabilitation are steadily im- 
proving the lot of those with disabilities which, in the 19th 
century, meant virtually complete loss of ability to work. From 
the standpoint of impaired earning capacity, this is particularly 
apparent since in our modern and increasingly diverse society, 
with machines continually replacing manual power, there are 
more earning opportunities for people with severe physical dis- In this survey it was also observed that other statutory awards 
abilities. The Commission's survey of disabled veterans indi- generally were obsolete and should be abolished. I t  was pointed 

cated that on the average the total incomes of those with statu- out that such awards tend to be based largely on emotional reac- 

tory awards were significantly higher than those receiving only tions, provoked by the sight of a veteran with a visible mutila- 

percentage awards (see chart IV)  . tion, such as a missing arm or leg, and that there are other equally 

The Commission's survey of medical specialists indicated that disabling conditions which are not so compensated. 

the statutory awards for arrested tuberculoiis were unwarranted Analysis of the problem of statutory awards raises an impor- 

and unreaY1stic 'in the Ylght 01 of ecent advances in mefilcalknovl- 
abilities, such as anatomical loss, and those who are equally 

edge. 
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the wartime veteran who has two legs or two arms missing is paid 
a minimum of $279 monthly, and through modern prosthetics 
can, in most cases, be substantially employable. On the other 
hand, a veteran who is 100 percent disabled from disease or 
internal injury-such as heart trouble or mental difficulties-is 
eligible for only $181 a month and may be unable to engage in 
any employment whatsoever. Similarly, a veteran who has a leg 
injury rated at 40 percent and is paid $66 receives an additional 
$47 statutory award, or a total of $1 13 monthly. Another vet- 
eran with a chronic bladder (cystitis) or diabetic condition rated 
at 40 percent could be paid only $66 monthly. 

Thus, in statutory awards unrelated to the degree of disability, 
veterans with equal disabilities receive unequal treatment. This 
is true not only for impairments rated on the basis of earning 
capacity, but also for loss of physical vitality. Studies by a Brit- 
ish Royal Commission show that the mortality rate among am- 
putees is not dissimilar from that of veterans without disabilities. 
On the other hand, it is probable that disabilities resulting from 
diseases (such as diabetes) or internal injury, which are suffici- 
ently severe to be rated 40 percent or higher, are apt to shorten 
the life of the disabled individual. The main basis for statutory 
awards is that of compensation for "loss of use of" and dismem- 
berment. 

Recommendation No. 10 

(a)  The Veterans' Administration Schedule for Rating Dis- 
abilities should be revised thoroughly so that it will reflect up-to- 
date medical, economic, and social thinking with respect to rating 
and compensation of disability. This revision should be based 
on thorough factual studies by a broadly representative group of 
experts, including physicians, economists, sociologists, psycholo- 
gists, and lawyers. 

(b)  The revised schedule should serve in the future as the 
guide for compensation in all cases. It should combine in a com- 
prehensive scale with appropriate rates all the factors--economic, 
social, physical, and mental-which should be considered in 
determining compensation for various disabilities. 

(1) The basic purpose of disability compensation is eco- 
nomic maintenance. The loss of earning capacity as the result 
of disability should therefore continue to be the primary factor 
in the determination of rating criteria. 

(2) Human life, however, has values beyond the economic 
sphere. A loss of physical integrity which is not reflected in 
loss of earning capacity may still constitute a serious handicap. 
The rating schedule should, therefore, make allowance for purely 
physical impairment even though it is not manifested in economic 
impairment. Also, appropriate consideration should be given to 
factors resulting in social inadaptability. These factors, how- 
ever, should be given much less weight than the economic 
element. 

(3) Shortened life expectancy due to disability or impair- 
ment of physical vitality may result in loss of earning capacity. 
It is appropriate, therefore, to reflect in the compensation scale 
some allowance for reduced longevity among disabled veterans 
providing it is held to modest weight and account is taken of the 
fact that liberal benefits for survivors are provided by the 
Government. 

( c )  The schedule recommended above would recognize loss of 
physical integrity in all cases where it would merit consideration. 
The objective should be to accord equal treatment to all individ- 
uals with disabilities of different kinds, but of equal severity. 
The present statutory awards, however, result in uneven treat- 
ment of individuals with disabilities of equal severity. Under 
the proposed comprehensive schedule, special awards would DO 

longer be necessary for selected conditions since the loss of physi- 
cal integrity would be one of the factors considered in the basic 
percentage rating scale. 

(dl Intensive research on all phases of disability rating and 
compensation should be carried out on a continuing basis by the 
.various agencies so that disability rating procedures and criteria 
would be kept up-to-date. 



EVALUATION AND RATING OF DISABLEMENT 

Average Zmpahelzt or Z%diuidual Impairme&? 
Since World War I the Schedule for Rating Disabilities has 

been based on the concept of average impairment of earning 
capacity for civil occupations. However, the 1925 schedule 
deviated to some extent by following California's workmen's 
compensation system under which the award to the worker was 
based on the disability for his specific occupation rather than on 
average impairment of earning capacity for all occupations. 
Difficulties with the individual occupation basis led in 1933 to a 
return to the concept of overall average which has since been 
fulfilled. 

There are aspects of the "average" basis which may be con- 
trasted with a disability compensation approach on the "indi- 
vidual" basis. When compensation is geared to the individual's 
particular circumstances and occupation, a more equitable result 
may be obtained because allowance can be made for the indi- 
vidual's capacity as reflected in his past earnings record. Un- 
fortunately, as shown by the experience with the 1925 schedule, 
a large proportion of those disabled in military service did not 
have prior occupations, hence there was no experience on which 
to gear individual computation. In addition, those who had 
worked at several occupations were likely to press for compensa- 
tion on the basis of the highest paying occupation. Experience 
has also shown that it is difficult to make accurate occupational 
ratings on an individual basis. 

Closely related to the question of whether to use an individual 
or an average basis is whether compensation should be adjusted 

the Veterans' Administration compensation program. This - - 

arises when veterans, especially in small communities or agri- 
cultural areas, are known to receive substantial checks from 
the Government and at the same time hold jobs which are equal 
or better paying than those held by others who are not disabled. 

Conversely, the average method of compensation may work 
some hardship on those who find it impossible to overcome their 
handicaps. This may result in increased pressures for higher 
compensation by such veterans, who may not understand that 
the system is geared to the average disabled veteran. In  con- 
sidering this problem, two other factors need to be taken into 
account. First, administering 2 million compensation awards 
in terms of individual earning capacity would call for a sub- 
stantial addition to the workload of the Veterans' Administra- 
tion. Secondly, the average basis does not preclude the Govern- 
ment from taking into consideration the average potentiality 
of individuals to rehabilitate themselves. I n  other words, it 
would be completely feasible to set the average rates so that 
they take into account the extent to which recent developments 
in the fields of rehabilitation and prosthetics-which have been 
extended to veterans at Government expensemight fairly be 
reflected in the average rates of compensation. 

The Measweme& of Disability 

Since 1933, the rating schedule has been based on 10 levels 
of disability ranging from 10 to 100 percent. In  earlier sched- 
ules, an even more minute gradation was employed. In  the 
1921 schedule, for example, gradations of 5 percent were used, 
while in the 1925 schedule, ratings were made in gradations of 

- 

in the event the disabled person recovers his earning capacity 
through retraining or rehabilitation. The veterans' system raised as to whether it might not be 

makes no reduction in the compensation of individuals who go actual precision of the rating process 
, a smaller number were adopted. A 

back to work even if their previous earnings are exceeded. Such 
ecialists surveyed by the Commis- 

reductions, if made, might discourage efforts of dkabled vet- ty of assigning ratings within an 
erans to rehabilitate themselves and undermine their willing- 
ness to work. Despite the merits of this argument, the P embodying fewer gra da tions would 
practice causes a good deal of public misunderstanding e decisions more critical, as the difference in 
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the amount of payment-as between the lower and the higher 
ratings-would be greater. Also, with fewer gradations, many 
of the veterans with the lesser disabilities would receive more 
than at present, while others would receive no payment at all. 
This might tend to undermine the integrity of the system with 
respect to partial disabilities wherein lie the overwhelming bulk 
of cases. 

A review of the mortality and earnings data from the Com- 
mission's surveys indicates that, although lacking uniformity, 
there is a gradual progression in the severity of disability as the 
ratings increase from 10 to 100 percent. On the whole, there- 
fore, the results seem to substantiate the validity of rating in 
gradations of 10 percent. 

Compemtsatio~ for Serious Disability 

The Commission's research relating to the more seriously dis- 
abled brought out two important points. First, the relative im- 
pairment of earning capacity among the veterans rated as "100- 
percent disabled" was greater than in any other category of 
disability. Moreover, the difference between the 90-percent 
and the 100-percent ratings indicated considerable unevenness 
in the gradation. 

On the other hand, neither in terms of mortality rate nor earn- 
ing capacity impairment was the rating of 100 percent a reflec- 
tion of actual total disability. For example, 41 percent of the 
veterans who were rated 100-percent disabled were employed 
sometime during the 12 months preceding October 1955, and 
for those employed, median earned income was $1,552. Simi- 
larly, 1 1 percent of the "100-percent" disabled veterans indicated 
that they were working substantially full time-that is, 48 or 
more weeks per year. It is recognized, of course, that out of 
123,000 veterans rated as 100-percent disabled, one-sixth are 
receiving statutory awards, including over 10,000 for multiple 
disabilities, such as loss of both eyes, hands, feet, et cetera. 

Of the 100-percent-disability cases who responded to the ques- 
tion as to the extent of disability on nonjob activities, less than 
13 percent indicated that it confined them indoors. An addi- 

tional 5 percent indicated they needed help to get around. Less 
than 13 percent said they had trouble in getting around. The 
balance-about 70 percent-indicated lesser limitations. Of 
the total, almost 58 percent said it merely reduced activity, an- 
other 8 percent said it "bothers some," and over 4 percent in- 
dicated it did not limit activity at all. 

While the practice of regarding persons with multiple losses 
as permanently disabled is prevalent in workmen's compensation 
and other disability programs, the carryover of this practice to 
veterans' disability compensation creates problems. This is due 
in large part to the "average impairment" theory, in which no 
reduction is made when the serviceman demonstrates continued 
ability to earn considerable amounts. When so-called 100-per- 
cent disabled veterans engage in highly remunerative employ- 
ment, the Veterans' Administration program becomes susceptible 
to misunderstanding and criticism. At the same time, veterans 
who are bedridden or otherwise genuinely unable to work may 
be penalized if their awards are based on an average which 
presupposes some ability to work. This suggests the desirability 
of more realistic criteria and standards so that veterans who are 
rated as 100-~erce;t disabled will actually be incapacitated to 
that degree. With a more meaningful criterion, adjustment 
would be called for in the other gradations. 

Alternatively, in view of the long-established practice of pro- 
viding 100-percent ratings in cases where functional and eco- 
nomic impairment is substantially less, an approach might be 
adopted whereby the existing method is retained, but a more 
realistic special allowance is provided for veterans who are genu- 
inely incapacitated or who need care and attendance. Some- 
thing approaching this is already available through the discre- 
tionary power of the Administrator to provide extraordinary 
rates for veterans in such condition. I t  would seem more suit- 
able, however, if this were given separate recognition with sev- 
eral gradations of the "aid and attendance" allowance, depend- 
ing on the extent of disability and helplessness. 

The rating scale should give appropriate weight not only to 
functional impairment and impairment of earning capacity, but 



also to shortening of life. At the lower ranges of disability it is 
evident that one or more of these factors might be effective while 
the others might not. For example, an individual who has lost 
a leg would merit some compensation for a loss of physical in- 
tegrity even though his earning capacity is not impaired and his 
life has not been shortened. As the ratings increase toward the 
100-percent level, all these factors, however, should merge so 
that at the topmost rate of 100 percent the person will, on the 
average, be totally disabled in terms of both economic and physi- 
cal integrity criteria. I t  is not equitable to rate a self-sufficient 
person as 100 percent disabled solely on grounds of functional 
impairment, as is done today, while others are in fact totally dis- 
abled in all respects. Compensation rates for persons who meet 
these stricter tests should, of course, be increased. 

The Commission recognizes a further exception for those who 
are so severely or specially disabled that they are helpless and 
require constant care and attendance. Their needs are greater 
in this respect than those of persons who are otherwise 100 per- 
cent disabled. They are not only unable to be productive or self- 
sufficient, but they require care by other persons. Recognition 
of this factor dictates the need of supervenhg allowances for aid 
and attendance graded according to degree of helplessness. 

Recommendation No. 11 

(a) The present basis of compensating disabled veterans for 
"average impairment" should be continued. No individual 
should be penalized for overcoming his handicaps, but in pre- 
paring the overall rating schedule, achievements of modern 
medicine, prosthetics, rehabilitation, and the changing nature of 
our economy need to be considered in establishing the criteria for 
the "average" case. 

(6 )  The method followed since 1933 of rating disabilities on a 
scale with 10 gradations has proven reasonably satisfactory, but 
the fixing of compensation on a basis of ten percent for each 
gradation leads to inequities. Comparatively speaking, veterans 
with minor disabilities receive too much and those with the 
most serious disabilities, too little. The rate of increase in com- 

pensation should be greater as the degree of disability increases. 
Accordingly, consideration should be given to determining the 
amount of compensation on the basis of a suitable curve instead 
of the present straight-line percentage basis. 

(c) Experience with the present scale .of compensation based 
on averages indicates that it is difficult to provide equitably for 
the needs of those in the 100-percent-disability group unless 
administrative discretion is permitted in individual cases. Vet- 
erans requiring care and attendance, in particular, should be pro- 
vided separate additional allowance in several gradations, 
depending upon the ,extent of helplessness, except where they 
are hospitalized or domiciled in Veterans' Administration 
facilities. 

Compensation for Minor Disabilities 

The Veterans' Administration Schedule for Rating Disabili- 
ties contains over 350 ratings of 10 percent, and about 150 in the 
20-percent category. There is a serious question as to the desira- 
bility of, or necessity for, retaining a very substantial segment of 
the 10- and 20-percent cases on the Veterans' Administration 
disability compensation roll. As indicated earlier, 841,000 vet- 
erans comprise the zero and 10-percent group, and an additional 
346,000 are 20-percent disabled. This magnitude alone reflects 
an imbalance that seems worthy of attention, while in terms of 
outlay it represents $326 million of the $1.4 billion expended an- 
nually for compensation. The large number of awards in the 
minor disabilities may be due in part to the fact that there is a 
Veterans' Administration requirement that no future examina- 
tions are scheduled once the disability reaches the prescribed 
minimum rating for that condition in the Schedule for Rating 
Disabilities. 

Often the payment for these minor disabilities has been de- 
fended on the basis that most of them are battle casualties. The 
Commission's survey of veterans receiving disability compensa- 
tion indicates that less than 18 percent of those with 10-percent 
disability, and 23 percent of those rated 20-percent disabled, 
received their disability in a combat zone. The combat disabili- 



ties for all compensable cases are 25 percent, and for disabilities 
rated 30 percent or more, about 33 percent. 

The Commission's study of disabled veterans' mortality indi- 
cated that neither the 10-nor the 20-percent ratings could be 
justified in ternis of loss of physical vitality or impairment of 
health. The survey of medical specialists brought many ad- 
verse criticisms, and an overwhelming proportion believed that 
neither the 10- nor the 20-percent ratings constituted an actual 
impairment of earning capacity. 

The survey results on incomes of disabled and nondisabled 
veterans, however, indicated that the earned incomes of the vet- 
erans in the 10- and 20-percent categories were at a point where 
their Veterans' Administration compensation brought their total 
incomes just about in line with those of the nondisabled veterans. 
This, per se, does not necessarily mean that the 10- or 20-percent 
disabilities are responsible for this difference. 

The payment of monthly benefits to persons who are disabled 
only slightly, if such benefits are not justified in terms of medical 
criteria, actuarial data, or material loss of earning capacity, pre- 
sents an important area for possible improvement. Such im- 
provement is significant not only in terms of benefit expenditures 
but also administrative outlays, since the cases in the 10- and 20- 
percent categories constitute 57 percent of all the cases on the 
Veterans' Administration rolls. The soundest course of action 
would appear to be to find some method of discharging the 
obligation to such cases once and for all, and to remove them 
from the monthly payment files. This is especially true of the 
many thousands of static cases where small monthly payments 
on a lifetime basis would otherwise be made for healed muscle 
wounds or losses of toes or fingers. 

The most satisfactory way to do this would appear to be to 
make a realistic assessment of the actual extent of disability and 
to terminate the Government's responsibility by making a reason- 
able lump-sum settlement. Precedent for this approach is to be 
found in countries like Canada and Great Britain. Further- 
more, under our military disability retirement system (since 
1949), provision has been made for severance pay for personnel 
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who are disabled less than 30 percent, if they cannot qualify on 
the basis of age and length of service. This modification should 
serve no hardship on the present beneficiaries of the Veterans' 
Administration rolls, particularly since their earning capacity 
on the average is not significantly impaired by their disabilities. 
In some conditions, for example, those of a psychiatric nature, 
final settlement of a claim might even be beneficial in assisting 
the recovery of a patient. 

Experience with settlements for industrial accidents shows that 
the lump-sum arrangement in cases where the degree of disabil- 
ity is substantial has proven unwise because many of the recip- 
ients tend to squander their settlement money. In view of this 
experience, it would not be desirable to extend the lump-sum 
approach to other than the small disabilities. I t  should also be 
recognized that some of the conditions may be progressive in 
nature. Therefore, in cases where lump sums were paid and the 
disability worsened, protection to the veteran should be provided 
by allowing him to requalify for compensation on a monthly basis. 

Recommetzdatio~ No. 12 

(a) Special consideration should be given to disabilities rated 
at 10 and 20 percent to determine whether significant economic 
impairment exists. 

( b )  Consideration should be given to discharge of the Govern- 
ment's obligation in static cases rated at 10 and 20 percent by an 
appropriate lump-sum or short-term settlement. 

P ~ e s a m p t i o ~  of Seruice-Co~~ected Disability 

In evaluating service-connected disability, it is presumed that 
the veteran or ex-serviceman was in sound physical and mental 
condition at  the time of his enlistment or induction into the armed 
services--except for defects, infirmities, or disorders noted at 
the time of his examination. The general rule is that the evalua- 
tions must be based upon accepted medical principles. The 
Commission's survey of views of medical specialists revealed 
general agreement that during times of national emergency, with 
the Armed Forces being expanded as rapidly as possible, physical 
examinations are necessarily hurried and, in many instances, in- 



complete. The necessity for reliance on presumptions with re- 
spect to service incurrence of a disability has decreased because 
of the improved and more complete records kept by all echelons 
of medical service. However, there should be some "baseline" 
for later determination of service-connected disabilities, if it 
does not preclude factual determination on the basis of sound 
medical principles. 

With respect to chronic and tropical diseases, psychoses, and 
multiple sclerosis, the physicians surveyed were in general agree- 
ment that service-connection should be determined in accordance 
with sound medical principles, and not by fiat. As to tuberculosis 
in particular, modern methods of diagnosis have made rapid 
strides since the enactment of the original presumption for this 
disease 35 years ago. The presumptive period of 4 years is not 
in accord with present-day accepted medical principles. 

Recommendatiolz No. 13 

(a)  A rebuttable presumption of sound condition upon entry 
into service is acceptable as a "base line" and should be retained. 

( b )  The presumption of service connection for chronic dis- 
eases, tropical diseases, psychoses, tuberculosis, and multiple 
sclerosis as now listed should be withdrawn. 

There is otherwise in the law sufficient protection for the 
veteran to establish service connection of any and all diseases. 
Accepted medical principles can reasonably and accurately es- 
tablish the onset of a disease and the disability process. Where 
there is reasonable doubt, the law provides for the doubt to be 
resolved in favor of the veteran. 

Level of Disability Conz@ensatiolz 

Compensation for service-connected military disability is in 
some respects similar to that in private industry for job-connected 
hjuries, The Government's obligation in cases of disability 
resulting directly from military service is clearly one of a high 
priority. The amount of compensation provided should be ade- 
quate to allow a standard of living for the totally disabled vet- 
eran reasonably commensurate to that which he could have 

expected to maintain had he been able to continue working and 
applying himself. 

The Commission has recommended earlier that compensation 
to disabled veterans should continue to be made on an average 
basis rather than on an individual basis. In line with this ap- 
proach, the standard of adequacy for veterans who are actually 
100-percent disabled should be the standard of living enjoyed by 
the average worker in the contemporary economy. 

Moreover, the level of compensation for disabled veterans 
should be adjusted periodically to keep it in line with any changes 
in the cost of living and with the rising standard of living in the 
country due to increasing general productivity. This can be 
accomplished by gearing their compensation to some valid index 
of current earnings by workers in general and by adjusting the 
compensation rates every 2 years. 

The Commission has made some limited investigations into 
what statistical series might be an appropriate standard for use 
as a gage in determining disability compensation rates. A 
number of reasonably adequate-and not too different-series 
on earnings are available. One of these series is total annual 
wages of workers in jobs covered by State unemployment insur- 
ance laws, as reported by the United States Department of Labor, 
Bureau of Employment Security. Another is average weekly 
earnings of production workers in manufacturing industries, pub- 
lished by the Bureau of Labor Statistics of the Labor Depart- 
ment. These weekly series can be converted to an annual basis 
and adjusted for the effect of unemployment upon annual earn- 
ings. 

A third series is published by the Department of Commerce, 
in its national income data, on average annual earnings per full- 
time employee. I t  is essentially similar to the two foregoing 
series, but somewhat more comprehensive and, hence, more ap- 
propriate as a base. This series can be adjusted to exclude agri- 
cultural employment, or to show the effects on annual earnings 
of time lost by total unemployment. I t  includes not only current 
earnings but wage supplements, such as workmen's compensation 
and social security contributions. 



By periodically adjusting benefits on the basis of one of these 
standards, disability compensation rates can be kept in line with 
cost of living and changing productivity. For the year 1954, for 
instance, the average annual earnings of fulltime nonagricultural 
employees was approximately $3,800. 

In setting the appropriate standard, consideration should be 
given to a number of significant factors. One of the most im- 
portant of these is the tax-free nature of compensation. In 
view of present tax rates, it is clear that the take-home pay of 
industrial workers is reduced substantially below their gross 
earnings. Likewise, a disabled person does not incur certain 
work-connected expenses-such as for transportation and cer- 
tain clothing. Furthermore, while the compensation rates 
should be adequate to provide a good standard of living, they 
should not be set so high as to eliminate incentive for the dis- 
abled person to rehabilitate himself and to participate in pro- 
ductive activity. 

Under workmen's compensation in many States the theoretical 
standard is that disability compensation should be paid at 66y3 
percent of the worker's former earnings. In actual practice, 
however, prevailing rates are substantially below this goal 
because of maximum dollar limits on amounts payable. The 
Commission believes that in the veterans' program the payment 
of compensation to service-connected disability cases based on 
two-thirds of the prevailing average compensation for some com- 
parable group in the general population is an eminently reason- 
able standard for veterans who are actually 100-percent 
functionally and economically disabled. On the basis of these 
criteria the annual amount for a totally disabled veteran in 
1954 would have been about $2,500. The rates for partially 
disabled veterans, of course, would be set in appropriate pro- 
portion to this maximum rate, as recommended earlier. At pres- 
ent veterans disabled 50 percent or who have dependents receive 
additional dependents' allowance, and this is not inconsistent 
with the two-thirds ratio if these additional payments are held 
to modest amounts. 

Reconzmendatim No. 14 

(a)  The rates for service-connected disability compensation 
should be geared to the prevailing average national earnings by 
some representative group of workers. The actual rates paid 
should be reviewed every two years and adjusted to conform with 
this standard if measurable change has occurred. 

( b )  The rate of compensation payable to veterans who are 
actually totally disabled should be two-thirds of the average earn- 
ings in the base series selected to serve as the standard. Rates 
for partially disabled veterans should be set in appropriate pro- 
portion to the 100-percent rate. 

OTHER FEDERAL DISABILITY PROGRAMS 

Standards in Federal Disability Programs 

Although the disability compensation program for veterans is 
the largest, there are a number of other disability systems which 
are administered by or through the Federal Government. 
These include benefits under the Federal Employees' Compen- 
sation Act (workmen's compensation for Federal civilian em- 
ployees) ; the Railroad Retirement disability provisions, which 
supply protection to railroad workers; the military retirement 
program; and Civil Service disability retirement. 

In addition, grants-in-aid are supplied to the States for 
assistance to the permanently and totally disabled and others. 
In 1954 the so-called disability freeze provision under the Old- 
Age and Survivors Insurance system was enacted. This does 
not provide retirement payments but is rather a system of holding 
in abeyance, or "freezing" the OASI wage credits of the dis- 
abled workers so that their social security benefits (payable at 
age 65) will not be lost. With respect to the OASI program, 
Congress is presently considering legislation to provide for the 
payment of monthly benefits after age 50 to covered workers who 
are totally disabled from impairments which are likely to con- 
tinue for an indefinite period. 

Important problems arise with respect to the relation of the 
Veterans' Administration disability compensation benefits to 
these other Federal programs. First, there is the question of 
common standards and procedures for evaluation of disability. 



The Commission's studies have shown that the basic definitions 
of disability are much alike. In actual practice, however, dif- 
ferences in interpretation and administration result in substan- 
tial differences in the handling of similar cases. This appears 
to be due in some degree to the differing purposes of the various 
programs and the philosophies behind them. In part it is also 
due to lack of coordination and failure to exchange information 
among all the operating agencies. 

Confusion and misunderstanding may result if common stand- 
ards are not applied. For example, if a person is judged totally 
disabled under the Veterans' Administration system, but does 
not qualify for total and permanent disability under the OASI 
freeze (or vice versa), questions are likely to arise. Likewise in 
the field of partial disability, the rating of the anatomical losses 
under the Veterans' Administration program may create prob- 
lems with respect to other programs, or vice versa. Provisions 
for disability benefits in public programs are on the increase. It  
is essential that there be a common approach to the evaluation 
of disability, and that standards be in conformity with current 
medical knowledge and rehabilitation techniques. 

Other questions arise because of possible duplication of pay- 
ments for the same disability. For example, the pending pro- 
posal (H. R. 7225,84th Congress) to provide monthly disability 
payments under OASI poses this problem directly in the case of 
the Veterans' Administration compensation and pension benefits. 
If the veteran receiving disability compensation is able to return 
to gainful employment, despite the disability, he would usually 
be covered under the Federal Old-Age and Survivors Insurance 
program and would therefore be eligible to receive these old-age 
benefits upon reaching age 65, in addition to Veterans' Admin- 
istration compensation. If OASI monthly benefits are provided 
at ages between 50 and 65 such a worker-based on his OASI 
wage credits from private employment or from earlier military 
coverage-might be considered entitled to old-age and survivors' 
insurance disabiity payments. From the standpo'mt of the in- 
dividual's equity it would appear that both sets of benefits should 
be paid--one from an earlier job-connected disability; the second 

because the worker earned the OASI wage credits and con- 
tributed to OASI. 

However, from another viewpoint a basic dilemma arises 
which may affect the individual's motivation to continue to work. 
A veteran who is rated as 100 percent disabled and is drawing 
either $181 or $279 monthly from the Veterans' Administration 
may consider it. worth his while to supplement his Veteransy Ad- 
ministration compensation by making an added effort to work. 
However, should OASI disability benefits be made available 
without any offset for the disability compensation the veteran is 
receiving from the Veterans' Administration, he might readily 
decide that the extra effort of working is not worth while and 
decide to fall back on his two combined Government benefits. 
I t  should be noted, however, that under the pending legislation to 
provide monthly disability benefits under OASI, as passed by the 
House, this would not occur since there would be an offset against 
the OASI benefit in the event another disability benefit were 
payable. 

Recommemdatiom No. 15 

(a )  In view of the rapid and continuing growth of Federal 
disability benefits, a prompt effort should be made at an appro- 
priate level in the executive branch to develop common standards 
for evaluation of disability and compensation under the several 
programs. 

( b )  Provision should be made to prevent duplicate benefit pay- 
ments for the same disability. When an additional disability 
occurs, consideration should be given to prorating benefits 
between programs in proportion to the respective responsibilities. 

The Federal Employees Compemsatiom Act Bemfits for Military 
Persolzltel 

The Federal Employee Compensation Act (FECA) is the 
workmen's compensation law for Federal civilian employees. 
Its purpose is to provide disability (and death) benefits for work- 
ers who are injured on the job. 

Under existing laws, however, all military reservists (exclusive 1 of the Army and Air Force reserve officers covered under Public 



Law 108 and the National Guard and Air National Guard) are 
covered under FECA in time of peace. This has created certain 
problems. The Korean conflict, for example, was technically 
not a war. As a result, reservists covered by the FECA, including 
those on extended active duty were eligible in some cases for 
substantially higher benefits than Regulars who were serving 
under similar conditions. 

Not only were there differences between reservists and Regu- 
lars, but also among the different services. Under the FECA 
the term "injury" includes any disease proximately caused by 
employment. Army and Air Force reservists receive coverage 
with respect to disease. However, the Navy, Marine Corps, and 
Coast Guard reserves are not so protected. Similarly, there are 
differences as to coverage while in travel status. Navy, Marine, 
and Coast Guard reserves are covered "while performing author- 
ized travel to or from inactive training duty"; Army and Air 
Force reserves may or may not be covered, depending upon the 
wording used in the official orders. 

FECA coverage for military reserve personnel was provided 
by laws enacted from 1925 to 1939 when reservists were not re- 
garded as entitled to the full benefits then provided to Regulars 
under the military retirement and the Veterans' Administration 
laws. Reservists were then regarded more as "civilians" and the 
FECA benefits available to civilian Federal employees were in 
those periods less liberal than the military benefits. Accordingly, 
the lower FECA benefits were provided reservists who were on 
training duty. 

The FECA amendments of 1949 increased the level of bene- 
fits. As a result, many reservists were placed in a more favorable 
position than Regulars. This situation was inequitable and 
caused much misunderstanding. It  also resulted in an anom- 
alous administrative situation because the Government, in effect, 
maintained three different disability programs for the same 
group of people: the military disability retirement system, the 
Veterans' Administration disability compensation program, and 
the FECA benefits. While only 1 of 3 benefits could be received 
at any one time, the practical effect was that the Government 
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maintained administrative facilities in different programs to 
take care of the needs of the same group of people. 

The provision of FECA benefits for reservists has been made 
untenable by another development. With the increased recog- 
nition of the importance of reserve military organizations in 
the total defense structure of the United States there has been 
a movement since World War I1 to provide reservists the same 
benefits and privileges which are accorded to Regulars. This 
movement culminated in the enactment of Public Law 108 in 
1949, which provides reservists on active duty comparable rights 
with Regulars. However, since this law failed to repeal the 
earlier FECA benefits, reservists have been left in a more favored 
position. 

The availability of FECA survivor benefits became a serious 
problem during the Korean conflict. I t  has never been par- 
ticularly important in the disability area and such overlap as 
existed recently has been mitigated by decisions in certain of 
the services that members who are covered by the Career Com- 
pensation Act are not entitled to coverage under the FECA. 
While this seems to be a movement in the right direction, it 
does not solve the basic problem of correcting anachronisms in 
our laws which have resulted from piecemeal legislation through 
the years. Under the pending legislation (H. R. 7089, 84th 
Cong.) FECA death compensation for reservists would be 
repealed. The FECA disability benefits should likewise be 
repealed. Certain minor problems with respect to coverage for 
travel status or inactive duty training might be involved, but this 
should not prevent correction of an anachronism which affects 
yearly only a small number of people. Remaining gaps could 
be appropriately filled by a provision under regular military and 
Veterans' Administration laws. 

Recommendatiort No. 16 

Now that there is legislation providing reservists with rights 
and benefits comparable to those provided Regular members of 
the Armed Forces, there is no longer reason to continue coverage 
for reservists under the Federal Employees Compensation Act. 



Disability as well as death coverage for reservists under this Act 
should be repealed and any gaps in coverage which might result 
thereby should be appropriately filled by changes in the laws 
applicable to military personnel and veterans. 

RELATIONSHIP OF REHABILITATION AND COMPENSATION 

In the whole melancholy subject of disability there is no 
brighter hope than the recent developments in rehabilitation. 
Rehabilitation in its medical and its vocational aspects offers 
the possibility of a constructive approach by helping disabled 
persons to eliminate, reduce, or find adjustments to their handi- 
caps, and to develop their remaining capabilities to the point 
where they can live and work as useful members of society. 

The basic essential of effective rehabilitation is treatment and 
adjustment of the whole individual-his physical status, his atti- 
tudes, his abilities, his skills. Effective rehabilitation requires 
that all the programs which can assist an individual be brought 
to bear in a concerted and coordinated effort directed to the 
common objective of enabling the individual to be successfully 
placed in a job and to take his place in the community. How- 
ever, the most forward-looking opinions emphasize that, to be 
effective, rehabilitation must be promptly undertaken before the 
outlook of the disabled person becomes warped through loss of 
hope and loss of motivation. Along with a prompt start, success 
depends on the early establishment of a practical goal for each 
individual through skilled counseling. This should be carried 
on by continuous guidance throughout the various stages of medi- 
cal treatment, physical therapy, vocational rehabilitation, job 
placement, and followup. 

Within the modern-day concept of rehabilitation, disability 
compensation has an important but secondary role. Its first and 
most useful function is to provide for those who are disabled while 
they are going through the process of medical treatment, physical 
rehabilitation, vocational training, and are getting established in 
their jobs. Its other important function is to provide mainte- 
nance for those cases where rehabilitation is not practicable or 
cannot completely restore the individual to the point where he 

can work and earn on a parity with the nondisabled. Finally, 
as has been indicated earlier, there is some justification within 
the compensation system for payments to individuals because of 
bodily impairment. 

The existing situation.-The Commission has examined the 
existing programs and processes relating to the care, treatment, 
and compensation of disabled veterans as now being practiced 
against this background of modern-day rehabilitation theory. 
It  has examined the various stages through which a disabled 
ex-serviceman would currently pass. This starts with medical 
treatment and facilities of the military department. While in 
the military hospital there is little done at present to counsel the 
individual or to initiate or start him on his course of vocational 
rehabilitation. 

The next stage begins upon his transfer to a Veterans' Admin- 
istration hospital. If he is seriously disabled, statistics show that 
despite existing Executive orders and regulations for prompt 
transfer, the average serviceman will not arrive at Veterans' 
Administration facilities until about 200 days after his disability 
is incurred. Part of this period is taken up with medical treat- 
ment of an urgent sort, with convalescence, travel from remote 
locations, and procedures determining whether he will be fit 
to return to active military service. 

There is no question but that the medical care and physical 
rehabilitation services in Veterans' Administration hospitals are 
of an excellent quality. A limited amount of counseling also is 
available in some of the hospitals but this service is still far from 
adeqGate. While occupational, physical, corrective, manual 
arts and educational therapy are provided in the hospitals, the 
disabled veteran is not actually started on his vocational rehabili- 
tation objectives. With few exceptions this is left to another 
department of the Veterans' Administration. 

Upon his discharge from the Veterans' Administration hos- 
pital the veteran receives some advice and counsel. However, 
it is up to him to take the next step. If he is a veteran of the 
Korean conflict he may apply to the Department of Veterans' 
Benefits for vocational training or educational benefits. If he 



does apply, he is advised by another counselor. This counselor, 
although he utilizes the records developed at the hospital, will 
make the final determination of need for rehabilitation training 
and will develop, with the veteran, the vocational objective and 
program to be pursued. If the veteran desires to take the train- 
ing benefits he is supervised by a training officer at the educa- 
tional institution or training facility which he attends. 

Veterans who make such application, regardless of whether 
they have previously been hospitalized, are assisted by a coun- 
selor in the selection of a vocational objective. This counselor 
utilizes any records developed at the hospital and makes the final 
determination of need for vocational rehabilitation training. If 
the veteran desires to follow the outlined program he is super- 
vised by a training officer at the educational institution or train- 
ing facility which he attends. 

The Veterans' Administration does not have the responsibility 
of following up the progress of the veteran after completion of 
the training program. While much of the training leads directly 
to employment, the actual finding of jobs is done through the 
State employment offices where responsibility has been lodged 
by law. In the case of seriously disabled veterans, however, the 
Veterans' Adminsstration gives cooperative assistance in this 
difficult job-finding responsibility. 

Usually, following separation from the Armed Forces, the dis- 
abled veteran applies for Veterans' Administration compensa- 
tion, especially if he is not already receiving military disability 
benefits. This program is administered within the Department 
of Veterans' Benefits by a claim service that is separate from the 
vocational rehabilitation and education service. At the claims 
stage he may be medically examined again by the Department of 
Medicine and Surgery or he may be rated on the basis of his 
earlier medical record. However, there is usually no connec- 
tion between the claims process and the vocational rehabilitation 
programs. 

It  is the policy of the Veterans' Administration not to solicit 
claims or applications for other benefits. The veteran who be- 
comes entitled to compensation is apprised of vocational rehabil- 

itation benefits. The Veterans' Administration has no authority 
to require either medical treatment or vocational rehabilitation, 
even if it is clear that the veteran would materially benefit from 
such services. Furthermore, the basic philosophy under which 
the compensation program operates is that no veteran should be 
penalized for taking steps to overcome his handicap. Accord- 
ingly, those veterans who obtain medical benefits as well as voca- 
tional rehabilitation and training at Government expense and 
overcome their handicaps, continue to receive the full rate of 
compensation as long as their physical disabilities exist. 

Although the Veterans Administration Schedule for Rating 
Disabilities is supposed to be based on the average impairment 
of earning capacity on the part of disabled veterans, no study of, 
or readjustment in, the rates has ever been made to reflect the 
improvements in earning capacity traceable to the substantial 
and successful rehabilitation programs for veterans. 

Summary.-A number of points stand out in the present re- 
lationship between vocational rehabilitation and disability com- 
pensation for veterans. 

First, the existing Government programs for disabled veterans 
are administered by a number of different echelons within the 
Veterans' Administration. While the present-day concept of 
rehabilitation calls for prompt, continuous, and interrelated 
services to the individual, this goal is far from being achieved 
under existing programs. There is no single point at which the 
disabled individual can obtain attention on all facets of his needs. 
There is, in other words, a lack of integration among the various 
programs. This seriously impairs the effectiveness of the excel- 
lent services which each of them in their separate parts are 
providing. 

Secondly, only part of the disabled veterans receive vocational 
rehabilitation or counseling. I t  is significant that only 1 million 
of World War I1 veterans on the compensation rolls took the 
education and training benefits and that of this limited number 
only 60 percent actually received the Public Law 16 vocational- 
rehabilitation benefits. Experience has shown that the more 
seriously disabled veterans take vocational rehabilitation more 



often than training under Public Laws 346 and 550. For World 
War I1 veterans, when the Public Laws 16 and 346 training pro- 
grams together are considered, an almost uniform percentage in 
all degrees of disability took advantage of these benefits except 
at the 100-percent level. In this latter group, the proportion of 
veterans receiving this training was 41 percent while slightly 
over half of those in the group with less than 100 percent rating 
took such training. It  should be noted here that a large propor- 
tion of disabled veterans who file compensation claims are never 
hospitalized in Veterans' Administration facilities. Therefore, 
they do not receive the counseling and other facilitating services 
that might be available at Veterans' Administration hospitals. 

Thirdly, the Veterans' Administration disability-compensation 
program and the military disability retirement program both 
operate in almost complete independence of each other and with 
little regard to the existence of vocational rehabilitation. They 
do not counsel disabled veterans to obtain such service. Further- 
more, no adjustment is made in the general level of compensation 
to reflect the successful restoration of earning capacity. 

Recommem?atiolz No. 17 

(a)  An intensive review of the process of handling disabled 
ex-servicemen and veterans should be made with a view to devel- 
oping procedures which will take full advantage of modern-day 
concepts of rehabilitation. 

(b)  All veterans placed on the compensation rolls should 
receive prompt counseling as to the rehabilitation services that 
may be available to them, through either Veterans' Administra- 
tion or the Federal-State rehabilitation programs, and of the 
results that may be achieved. 

(c)  Reasonable medical or surgical treatment should be 
required as a condition precedent to the payment of compen- 
sation. 

MILITARY DISABILITY RETIREMENT BENEFITS 

The present military retirement and separation system is pri- 
marily a staff retirement system for persons who make military 
service their career. It  provides payments for personnel who 
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have completed at least 20 years of service, or have attained 
specified ages, or who become disabled. The disability benefits 
are available to individuals on active duty without regard to 
whether they are career personnel. Thus, the military program 
overlaps the system of disability compensation administered by 
the Veterans' Administration. 

Prior to the Civil War, disability benefits were paid only upon 
application of the individual. Early in the Civil War the Con- 
gress enacted laws to provide for retiring boards, which had 
authority to retire a disabled officer without his consent. This 
action was necessary in order to organize the fighting forces for 
war. The same action was unnecessary for enlisted men, as 
they were called up for a specified term and could reenlist only if 
physically qualified. On July 15, 1870, the retired pay for 
disabled officers was fixed at 75 percent of base pay, where 
previously the amount had been half pay for both regular and 
other officers. The provisions for retiring boards and retire- 
ment at 75 percent of pay mark the beginning of the military 
retirement system as something separate and distinct from vet- 
erdns' "pensions." A further departure occurred in 1917, when 
the wartime veterans' disability compensation was made a flat 
amount, not related to rank. In 1924, though, the flat amount 
was repealed for disabilities occurring in service after that date. 
Rank-related amounts were provided until March 20, 1933, 
when flat amounts were again paid by the Veterans' Administra- 
tion thereafter as disability compensation. 

Special legislation after World War I allowed 75 percent of 
base pay to a special class of officers (emergency officers) other 
than Regular officers who were permanently and totally disabled 
during the war. This was an effort to bridge the gap between 
the military retirement for Regular officers (by rank) and the 
veterans' compensation systems. It was not then a permanent 
part of the military retirement system. 

Army enlisted personnel with 20 or more years of active serv- 
ice acquired the right to retire for disability at 75 percent of 
pay on June 30, 1941. Previously, they were eligible only for 
veterans' disability pensions or disability compensation. Navy 



and Marine Corps enlisted personnel did not receive the same 
right, and continued to be eligible only for veterans' benefits. 
On April 3, 1939, Army officer personnel other than Regulars 
acquired the right to disability retired pay on the same basis as 
for Regulars. However, the payments were made by the Vet- 
erans' Administration, even though the amounts were deter- 
mined according to the military retirement scale. This was 
another bridging of the gap for officers, similar to the ane that 
occurred after World War I. 

The Career Compensation Act of 1949 made substantinl 
changes in the disability provisions of the military retirement 
system. The act is applicable to all personnel on active duty, 
Regular or other, officers or enlisted men. The amount of the 
disability retired pay is based on the military pay and on the 
extent of disability, rated according to the Veterans' Admin- 
istration schedule. There is no minimum service requirement 
for wartime personnel. Separate provisions are made for tem- 
porary and permanent disability. The provisions relating to 
retirement for age or length of service have not been discussed 
since the primary concern here is with disability. A disabled 
service person may, in some cases, however, find he is financially 
better off to retire with pay computed on the basis of length of 
service rather than the percentage rating of the disability. 

Compensation subsequent to the Career Compensation Act of 
1949.-During World War I1 large numbers of Reserve and 
other non-Regular officers were called to active military duty. 
Under the laws then in effect they had the same right to disability 
retirement as Regular officers, which meant that upon a deter- 
mination of disability they could be retired at 75 percent of base 
pay. This avenue was not open to enlisted men. Congressional 
investigation soon after the end of World War I1 showed that 
there were many officers on the military disability retirement roll 
with impairments which did not significantly handicap them in 
civilian employment and earning capacity. 

Accordingly, the Career Compensation Act discontinued the 
practice under which a 75-percent retirement benefit could be 
paid to an officer for minor disabilities. I t  provided that per- 

sonnel who are rated at less than 30-percent permanent disability 
according to the Veterans' Administration Schedule for Rating 
Disabilities, and who had less than 20 years of service, should 
receive only severance pay, computed at the rate of 2 months pay 
for each year of active service. Those with disabilities of 30 
percent or more were eligible for retirement with a choice of the 
higher of 2 benefit rates: ( a )  2 5  percent times basic pay times 
years of service, or ( b )  the rate of degree of disability times basic 
pay, with a maximum of 75 percent of basic pay. 

Three other noteworthy changes were made by this act. First, 
personnel who were disabled and found unfit in peacetime, in 
line of duty and not as the proximate result of the performance of 
active duty; were to be eligible for severance pay only-regardless 
of the degree of disability, unless they had completed 8 years 
of active military service. 

Secondly, a temporary-disability retired list was instituted. 
Personnel were either permanently retired or placed on this list. 
Those placed on the temporary disability retired list were given a 
minimum payment of 50 percent of their basic pay. They could 
be retained on the roll not more than 5 years and were subject 
to reexamination at least every 18 months during this period. 
At the end of the 5 years, or sooner, they were to be either retired 
permanently, returned to active duty, or given severance pay. 

Thirdly, for the first time in the history of the military retire- 
ment system, enlisted men were made eligible for military dis- 
ability retirement on the same basis as officers. At the same time, 
no action was taken to change the coverage of the Veterans' 
Administration compensation laws. This was indeed far-reach- 
ing. Henceforth all military ppsonnel disabled and found unfit 
while in service might have a choice between the Veterans' Ad- 
ministration flat rate benefits and the military-disability retire- 
ment benefits which are geared to basic pay, grade, and 
years of service. 

Thus, the Armed Forces began a disability retirement pro- 
gram paralleling the Veterans' Administration system based 
upon the same rating schedule. An important problem is 
whether it is necessary and desirable to have two separate dis- 



ability programs covering the same group of personnel, adminis- 
tered by different agencies. 

This problem may be analyzed both historically and philo- 
sophically. There has long been an overlap between the mili- 
tary disability retirement benefits and the Veterans' Administra- 
tion disability compensation benefits, but only with respect to 
officers. Prior to 1949 the actual duplication in coverage was 
negligible, as most officers were granted higher benefits under 
the military retirement system where pay grade was a factor; any 
disabled officer was awarded a minimum of 75 percent of base 
pay. Before the Career Compensation Act came into being, 
disabled enlisted men had recourse solely to Veterans' Adminis- 
tration compensation except for Army personnel after 1941 who 
had 20 or more years of service. The extension of military dis- 
ability separation and retirement coverage to all enlisted men in 
1949, however, vastly increased the scope of duplication between 
that system and the Veterans' Administration disability com- 
pensation program. Enlisted men constitute nearly 90 percent 
of all personnel in the Armed Forces, and since their pay is less 
in the lower grades, they are likely to benefit financially by being 
rated and paid by the Veterans' Administration. As a result, 
the way was opened for a great deal of shopping between one 
system and the other. 

A study by the Commission of about 1,500 cases selected at 

during emergency periods for a short time. Under these cir- 

cumstances rank is often a matter of chance and not a com- 
pletely suitable criterion upon which to pay lifetime benefits. 
The military retirement program, on the other hand, originated 
and served as an instrument of personnel policy for maintaining 
the Armed Forces on a career basis in peace and war. Its main 
function is to provide for the removal of superannuated and unfit 
personnel from the military service. As an adjunct to this, 
benefits have been added to provide coverage for those who are 
"prematurely aged" through disability. 

In terms of effective Government organization it does not seem 
necessary or desirable to continue the present situation whereby 
overlapping coverage is provided under Veterans' Administra- 
tion disability compensation laws and the Armed Forces dis- 
ability program. A possible solution is to establish a division 
of labor between these two systems so that the genuine career 
personnel are taken care of through the military retirement 
system, whereas those who are in the Armed Forces only for a 
temporary period can have customary resort to the Veterans' 
Administration. Such a division of labor would appear prefera- 
ble to either placing disability operations wholly within the De- 
partment of Defense, or within the Veterans' Administration 
which now has bv far the greater number of individuals on its 

random from the disability retirement and separation files of With respect to the Armed Forces, the Commission has ob- 
the Armed Forces, showed that 971 had also been rated by the served that the criteria for fitness and unfitness are being applied 
Veterans' Administration. In the cases where the individual differently in each branch of service. In practice, this is in- 
had been rated by both agencies, the statistics showed a great 

equitable. Furthermore, partly because of tax factors, it results 
variance in the percentage disabjlity ratings given. The same 

in unnecessary work-loads on the Veterans' Administration and rating, for example, was assigned in less than a quarter of the 
cases. I t  should be kept in mind that both systems use the same has an impact on that program which causes confusion and mis- 

instrument in rating &sabled personnel (the Veterans' Adminis- understanding. Further study of this problem in the Armed 

tration Schedule for Rating Disabilities), and have similar proc- Forces might well be undertaken. Vital factors to be included 

essimg facilities. would be: (a) qualification for general military service; (b) 

The Veterans' Administration disability compensation pro- economically gainful retainability of the disabled person; and (c ) 

gram has been aimed toward providmg benefits to the citizen t to equal consideration and compensation for service- 

soldiers who are taken into the Armed Forces in great number rred disabilities. 
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Reconzlmdatwlz No. 18 

(a) The duplication of disability benefits coverage under the 
military retirement program and the Veterans' Administration 
disability compensation system which has existed since 1949 is 
costly and not in accord with principles of good Government 
organization. 

( b )  An intensive study should be made, under the guidance of 
the Cabinet subcommittee recommended in a later chapter, with 
a view to eliminating duplication of administrative functions and 
establishing common standards. 

Chapter VII 

SERVICE-CONNECTED SURVIVOR BENEFITS, 
INCLUDING INSURANCE 

This chapter pertains to cash payments for the survivors of 
persons dying while in military service or dying from service- 
connected causes after termination of military service. Survivor 
benefits of a nonrnonetary character, such as preference for em- 
ployment in the Civil Service, for example, will not be discussed, 
nor will payments to survivors for deaths not resulting from serv- 
ice-connected causes, except in those instances where no distinc- 
tion is made between service and nonservice causes. 

PRESENT SITUATION OF SURVIVOR BENEFITS 

Persomel olz Active Dzcty 

The survivors of military personnel dying while on active duty 
are now entitled to the following benefits: (In the interest of 
brevity, some of the qualifications and requirements have been 
omitted.) 

1. The death gratuity, equal to 6 months' pay, including spe- 
cial or incentive pay but excluding allowances. This is paid in a 
lump sum by the Department of Defense. 

2. The Servicemen's Indemnity, equal to $10,000 payable over 
10 years, less any Government life insurance in force. This, and 
the Government insurance, if any, is paid by the Veterans' Ad- 
ministration. The indemnity is paid in monthly instalments; 
the insurance is paid either in a lump sum or in monthly instal- 
ments. 

3. The death compensation, consisting of monthly payments 
by the Veterans' Administration. The amount of the payments 
depends on the relationship of the recipients to the deceased. 



4. Survivor benefits under the Social Security Act. Active 
military service after September 15, 1940 is credited as employ- 
ment under the Social Security Act at a wage rate of $160 per 
month. Survivors are entitled to the same benefits as if the mili- 
tary service were civilian employment coming under the act. 
There is no requirement that the death be service-connected. 
Benefits may consist of a lump sum and of monthly instalments, 
with the amounts determined by the wages credited. The pay- 
ments are made by the Department of Health, Education, and 
Welfare. 

The foregoing benefits are payable in all cases of death on 
active duty except where there is no eligible beneficiary or where 
death is the result of misconduct. An exception is also made in 
some instances where the deceased was called to active duty for 
30 days or less and the death resulted from disease. Death from 
misconduct does not bar payments under the Social Security 
Act. 

Certain classes of survivors may elect other benefits in lieu of 
one or more of the foregoing : 

5. The survivors of members of the Reserve (but no others) 
may elect monthly payments under the Federal Employees Com- 
pensation Act (FECA) in lieu of the death compensation paid 
by the Veterans' Administration, if death is the result of peace- 
time service. The FECA is primarily a workmen's compensation 
law for civil employees of the Federal Government. Payments 
do not begin until 6 months after death if the 6-month death 
gratuity has been paid. The survivors of Navy, Marine Corps 
and Coast Guard Reservists are eligible for FECA payments 
only if the death results from injury and not from disease. No 
payments are made unless the death occurred in line of duty. 
Payments under the Federal Employees Compensation Act are 
made by the Department of Labor. 

6. Active military service in time of war or national emergency 
is credited as employment under the Railroad Retirement Act 
to persons who were railroad employees at the time of entering 
military service. The Railroad Retirement Act has a status 
that is similar in many respects to the Social Security Act except 

that it applies to railroad employees only. Wages are credited 
at the rate of $160 per month and the cost of the service credit is 
borne by the Government. The survivors of persons having 
military service credits are entitled to benefits under the Railroad 
Retirement Act on the same basis as the survivors of other 
persons, except that the monthly payments are reduced by the 
periodic payments made under any other act of Congress on 
account of the military service, but not below the amount payable 
on railroad service only. There is no requirement that the death 
be service-connected and death from misconduct is not barred. 
Payments are made by the Railroad Retirement Board. 

7. Military service is creditable under specified circumstances 
as employment under the Civil Service Retirement Act or under 
other Federal employee retirement systems if is it not credited 
under the Social Security Act. Military pay is rarely used in 
determining the employee's average earnings. The survivors of 
Federal civil employees with military service credits are entitled 
to payments on the same basis as survivors of persons without 
military service credits. There is no requirement that the death 
be service-connected. Payments are barred only in specifically 
named types of misconduct. No contributions are now required 
of employees on account of military service. Payments are made 
by the Civil Service Commission or by the agency administering 
the particular retirement system. In these instances the Federal 
Government is the employer of the individual in both his civil 
and military status. 

Personnel on Zmctiue Duty 

Some of the benefits that have been mentioned are available 
also to the survivors of persons dying as the result of inactive duty 
training (drills, evening classes, etc. ) . Reserve and National 
Guard personnel on inactive duty training are covered by the 
6-month death gratuity and by the Veterans' Administration's 
death compensation if the death results from injury but not if it 
results from disease. There is a further requirement for National 
Guard personnel that the inactive duty training be in the service 
of the United States. The Servicemen's Indemnity is payable 



only if the death results from engaging in an aerial flight. Army 
and Air Force Reservists may elect benefits under the Federal 
Employees Compensation Act in lieu of the death compensation 
paid by the Veterans' Administration, but Navy, Marine Corps, 
and Coast Guard Reservists may do so only if the death results 
from injury. National Guard personnel are not covered by the 
FECA in any case. Inactive duty training is not creditable as 
employment under the Social Security Act. 

The eligibility of the various categories of active and inactive 
duty personnel for the various benefits is summarized in table 1. 

TABLE 1.-8ummary of Benefits Available to BurvQora of Military or Naval 
Personnel by Reason of Deaths From Service-Connected Cawes 

1 Irres ective 01 length of tralnlng. 
Or a?ternatively credit under the Railroad Retlrement Act or Oh11 Service Retlrement Act. 

a In the service of ;he United States. 
If called to active duty for 14 days or longer, or partidpating In aerial flights. 

8 Aerlsl Bi hts only. 
8 persome! without oom onent are wartime or national emergency personnel who are not Regulars, 

Reserves or National 0-8 
7 Yes, If for more than 30 days. 

I. REOULAB PERSONNEL, ALL SEW- 
VICES, AND PERBONNEL WITHOUT 
COMPONENT 6 

6 month death matulty .............. 
Bervicemen'sindemntt~ ............. 
VA death compensation ............. 
FECA (peacetime servlee) .......... 
OASI (wage credlt)fi ................. 
n. BESBBVE AND NATIONAL OUABD 

1. Army and Ah Force: 
(a) Reserve wmme1. 

e monti death gktuity... 
Bervicemen'sindemnlty--- 
VA death compensation.. 
FECA (peacetime serv- 

ice). 
OA8I(wagecredlt)~ ...... 

(b) National Guard: 0 
Bmonthdeath gratuity... 
Servicemen'sindemnity--- 
VA death compensation.. 
FEOA (peacetime serv- 

Ice). 
OASI (wagecredlt)* ...... 

'2. Nav Marine Corps and Coast 
guard: 

(a) Reserve ersome3. 
fImont\ deathbatuity... 
Betvicemen's Indemnity. 
VA death compensation.. 
FECA (peacetime sen- 

Ice). 
OABI (wagecredlt)'..---- 

NOTE: BECA beneflta, when available, are alternative to the VA death campensation. 

Retired Persorrnet 

Retired military personnel may be on active duty or not on 
active duty. If they are on active duty they are covered by all 
of the provisions for other active duty personnel. If not on active 
duty, they fall into a different category from the other inactive 
duty personnel mentioned above. The survivors of persons dying 
in an inactive retired status are not eligible for the 6-month death 
gratuity. They are eligible for the death compensation if the 
death results from service-connected causes, or for FECA bene- 
fits in lieu of the death compensation if the deceased was a 
Reservist and certain other requirements are met. The survivors 
are not eligible for the Servicemen's Indemnity unless the death 
occurs within 120 days after termination of active duty. They 
are eligible in some cases for survivors benefits under the Social 
Security Act. 

There is one additional benefit that is available only to the 
survivors of retired personnel, and then only if the retired per- 
son had elected it. This is the benefit of the Uniformed Serv- 
ices Contingency Option Act. Under this act an individual 
can elect to receive a reduced amount of military retired pay 
in return for having a specified proportion of the retired pay 
continued to his widow or children'after his death. The amount 
of the reduction is determined on an actuarial basis in such 
a way that the system will involve no cost to the Government 
except for administrattion. The benefit is payable in event of 
death after retirement regardless of whether the deceased was 
on active duty, or whether the death was service connected, and 
regardless of income from any other source. 

Pomer Service Personnel 

Actlve duty lor 
More than 30 

The survivors of former service personnel with no military 
status at the time of death are not entitled to the 6-month death 
gratuity. They are eligible for the Servicemen's Indemnity only 
if death occurs within 120 days after termination of active duty. 
They are eligible for the death compensation paid by the Vet- 
erans' Administration if the death resulted from service-con- 
nected causes, or in some cases to the benefits of the Federal 
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Employees Compensation Act in lieu of the death compensation. 
They are entitled to any benefits for which they are eligible 
under the Social Security Act, based in whole or in part on mili- 
tary service. 

The survivors are entitled to any Government life insurance 
that has been maintained in force to the time of death either 
by the payment of premiums or by the waiver of premiums. 
This statement applies whether the deceased was on active duty, 
inactive duty, retired, or had no military status at the time of 
death. 

EVALUATION OF THE PRESENT SITUATION 

The present provisions for the survivors of military person- 
nel or former military personnel are the result of a process of 
evolution that has been going on for more than 200 years. The 
early Colonists recognized the need for and the justice of aid- 
ing the survivors of persons who died in the defense of the 
Colonies. The earliest benefits were informal and local in 
nature, but with the growth of the country the provisions took 
the forms of periodic payments of money, then known as pen- 
sions. These continue to the present time under the name of 
death compensation, where the death is service-connected. 

There was no provision for a lump sum payment at death 
until the Civil War, when a cash payment of $100 was provided. 
This expired with the end of the Civil War and no similar pro- 
vision was made until 1908, when the present 6-month death 
gratuity was enacted. It was rescinded during the first World 
War but reinstated afterward. 

Government life insurance had its inception in the first World 

War as a supplement for the death compensation. The inten- 
tion was to adapt the somewhat rigid death compensation sys- 
tem more nearly to individual needs, and by continuing after 

the war, to eT~minate the need for pensions. The insurance 
provision continued until 1951, when it was replaced by a free 
automatic coverage known as Servicemen's Indemnity. 

There was almost no inactive duty training of military per- 
sonnel in a Federal status prior to World War I. The National 
Guard was a State institution until called into the service of the 
United States. After World War I there were inactive duty 
training programs for reserve personnel and short tours of active 
duty for training purposes. The view was that such personnel 
were primarily civilians, and should be covered by the Federal 
Employees Compensation Act, which covers Federal civil em- 
ployees while on the job. As long as there were relatively few 
reservists on active duty there were no substantial problems, but 
after World War I1 the numbers became large and the active 
service was of a semipermanent nature. The matter became 
acute in 1949 when the benefits under FECA were very substan- 
tially increased. The survivors of reserve personnel became 
eligible for benefits that in many cases were much larger than for 
survivors of nonreservists who had served with the deceased. 

The crediting of military service as employment under a civil- 
ian retirement system operated by the Federal Government be- 
gan with the enactment of the Civil Service Retirement Act. It  
was credited as employment under the Railroad Retirement 
Act by a law enacted in 1940 and extended in 1942. Crediting 
under the old-age and survivors' insurance provisions of the 
Social Security Act was inaugurated on a limited basis in 1946; 
in 1950 all service after September 15, 1940, and before July 25, 
1947 was credited. This was later extended by a succession of 
temporary laws to March 3 1,1956. 

Each of these provisions was reasonably well adapted to meet 
a need existing at the time it was adopted. Subsequent events 
have altered the character of the needs in some respects, and a 
more compact and simple system is now called for. The large 
number of Federal agencies paying benefits to survivors is un- 
necessary and wasteful. It frequently has the result that quali- 
fied survivors do not obtain benefits through lack of knowledge 
of the procedures necessary to obtain them. 

Not only do a large number of agencies pay benefits, but the 
arious programs are not integrated. In some instances the 

otal amount from all sources is quite large as compared with 
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the earnings of the deceased while he was still living, running 
150 to 200 percent of gross pay. In other instances the total 
amount is less than any reasonable minimum standard. 

Another fault of the present system is that it does not furnish 
the serviceman with a unified and understandable program of 
survivor benefits. The combined effect of all of the parts is little 
known and poorly understood in many cases. Thus the service- 
man is deprived of the sense of reassurance which would stem 
from a simpler system. 

Recommendutiolz No. 19 

A more compact and simple system of survivor benefits for 
military personnel and veterans is essential. One that is better 
adapted to individual needs would be an advantage to the service- 
man and the Government. 

The Need for Suruivo+ Bmefits 

The payment of cash benefits from the Public Treasury to sur- 
vivors of persons who die as a result of military service is a com- 
munity sharing of the risk in a public enterprise. It  is based on 
the belief that the burdens should not fall entirely on a few, but 
should be shared by all of the society. Also, the provision of 
survivor benefits tends to remove one of the possible deterrents to 
enlistments. 

In civilian life the most widely known form of survivor benefits 
is life insurance. This is most often paid in a lump sum at the 
time of death. Another form is the survivor benefits under the 
Social Security Act which consist of a small lump sum and of 
monthly payments under certain conditions. 

The average person tends to underestimate the cost and value 
of a series of monthly payments. The $10,000 of Government 
life insurance in the First World War represented an impressive 
sum to most servicemen and their families, whereas the monthly 
amounts of $57.50 in which it was paid were not nearly so im- 
pressive; yet the one is mathematically equivalent to the other. 
To most people, a series of monthly payments is less of an in- 
centive and provides less in the way of reassurance than the 

corresponding lump sum. Nevertheless, lump sums tend not to 
last very long, particularly when paid to beneficiaries with little 
experience in fiancial matters. Monthly payments are undoubt- 
edly of greater benefit to the average recipient. 

Historically, benefits for survivors have been in the form of 
monthly or other periodic payments. This form probably origi- 
nated in the early practice of providing commodities to the 
survivors as they were needed, rather than cash payment. How- 
ever, there is a need for a small lump-sum payment at death, 
to pay outstanding obligations, to help in resettling the family 
when this is necessary, and to tide the family over until the 
monthly payments start. 

Recommdatwlz  No. 20 

A small lump-sum payment at the time of death, with monthly 
payments thereafter, is the best combination of benefits for sur- 
vivors. In keeping with the idea that survivor payments repre- 
sent a community sharing of the risk in a public enterprise, the 
monthly payments should be limited to those who were dependent 
upon the deceased, or who would have been dependent if he had 
lived. 

Maglzitde of the Survivor Problem 

The number of dependents receiving death compensation from 
the Veterans' Administration on June 30 of each year was as 
follows, excluding a very small number of Civil and Indian War 
widows and children: 

I 
I Year I Tow ( W1dow8 ( Obild101l 1 PUOU ---- 



There are additional numbers of beneficiaries who are not re- 
ceiving the death compensation but who are receiving payments 
under the Government life insurance, Servicemen's Indemnity, 
and/or the Federal Employees Compensation Act. The total 
number of beneficiaries from all sources, with duplications elimi- 
nated, is estimated at about 900,000 on June 30,1955. A gradual 
increase in the number can be anticipated for a considerable 
period in the future. 

Currently, the total payments to survivors on account of deaths 
occurring in or resulting from military service amount to more 
than $700 million per year, consisting of- 

Death gratuity ........................... $8,000,000 
Death compensation ...................... 400,000,000 
Servicemen's Indemnity ------------------- 27,000,000 
Social security ........................... 25,000,000 
FECA ................................. 13,000,000 
Government insurance ------------------- 250,000,000 

Total ............................ 723,000,000 

'Only a very small part of this is currently paid out of the general revenues; the 
remainder is covered by Government transfers to the insurance fund in the past, 
or by premiums paid by policy holders. 

Problem Areas 

The Commission recognizes the following as the major prob- 
lems in the existing structure of service-connected survivor 
benefits : 

1. The benefits are inadequate in some cases and excessive 
in others. In some cases the benefits may be considerably 
greater than the total pay of the deceased while still alive, while 
in other cases they may be very small as compared with pay. 

2. The amounts payable for the deaths of comparable per- 
sons may be very different, without any difference in the needs 
of the recipients, or in the type of rniliary service performed by 
the deceased. This arises from the application of certain laws 
to restricted classes of individuals. 

3. The benefits are unevenly distributed over the survivor's 
lifetime. Too much may be paid in the early years after death 

C i A l l  I 

N U M B E R  OF P E R S O N S  R E C E I V I N G  D E A T H  C O N P E W S A T I O N  
F R O M  V E T E R A N S  A D N I N I S T R A T I O N  

Number of 1940-1955 Number of 
Persons , Persons 
700,000 700,000 

9 55  Number of 
Persons , Persons 
700,000 700,000 

1940 41 42 43 44 45 46 47 48 49 50 51 52 53 54 55 
YEAR 

and too little in the later years. This again does not correspond 
to the needs of the recipients. 

4. Benefits are paid to persons who have suffered no monetary 
loss due to the death. This applies particularly to Servicemen's 
Indemnity, but to some extent also to the other benefits. 

5. There are too many agencies paying death benefits. This 

results in administrative waste. As a result of confusion, sur- 
vivors sometimes do not receive amounts due them. 



6. The social security trust fund is not now compensated for 
crediting military service as employment, and has been inade- 
quately compensated in the past. On the other hand, the rail- 
road retirement fund is now receiving what appears to be more 
than a reasonable compensation for the same purpose, and has 
received more than a reasonable amount in the past. 

7. The continuation of Government life insurance by vet- 
erans on the term-insurance form will lead to widespread dis- 
satisfaction when they reach an age when premiums begin to 
increase substantially. The premiums will increase eventually 
to the point where many of them will be unable to continue the 
insurance. 

8. Continuing to issue new Government life insurance to non- 
disabled servicemen when they leave the service appears unneces- 
sary as commercial insurance is available to them on favorable 
terms. 

RECENT EFFORTS TO IMPROVE SURVIVOR BENEFITS 

The deficiencies in the structure of survivor benefits have 
been recognized for some time. There have been several efforts 
to correct them, mostly directed at some particular phase, but 
there have been three efforts of a more general nature. 

Interservice Committee on Survivor B e 4 t s  

This Committee, composed of representatives of all of the mi- 
formed services, including the Public Health Service and the 
Coast and Geodetic Survey, prepared a report in 1952 for the 
Director of Personnel Policy, Defense Department, on the matter 
of survivor benefits. This report recommended (1 ) full con- 
tributory social-security coverage for the uniformed services; 
(2) consolidation of the Servicemen's Indemnity and the Vet- 
erans' Administration death compensation into a single benefit 
program; (3) benefits set at $60 per month, plus 20 percent 
of the gross pay; and (4) that Government life insurance that 
was on a premium-paying basis be paid in addition to the other 
benefits. 

Conzlnittee on Ret i remt  Policy for Federal Personnel (Kaplan 
Committee) 

The Committee on Retirement Policy for Federal Personnel 
was established in 1952 to review all of the retirement systems 
and survivor provisions for employees of the Federal Govern- 
ment. It  was composed of the Secretary of the Treasury, Sec- 
retary of Defense, Director of the Bureau of the Budget, Chair- 
man of the Board of Governors of the Federal Reserve System, 
Chairman of the Civil Service Commission, and headed by a 
Chairman appointed by the President from outside the Govern- 
ment. The law establishing the Committee required it to review 
"the relationship of these retirement systems to one another, to 
the Federal employees compensation system, and to such general 
systems as old-age and survivors' insurance." 

One of the Committee's reports dealt primarily with the sur- 
vivor benefits for military personnel. (The Committee had no 
authority to consider veterans' benefits.) The plan advanced 
by the Committee was intended to remove the overlap between 
the military, Veterans' Administration, and social security pro- 
grams. The plan aimed at the elimination of most instances in 
which the total survivor benefits would exceed the total active- 
duty pay and allowances. On the other hand, it sought to im- 
prove the situation in which existing survivor benefits were 
inadequate, particularly for higher ranking personnel. The 
C o q i t t e e  recommended : ( 1 ) full contributory coverage under 
social security, based on gross pay (i. e., basic pay, cash allow- 
ances, and the value of food, shelter, clothing, etc., furnished to 
service personnel) ; (2) consolidation of the Servicemen's In- 
demnity and the death compensation into a single system with 
benefits geared to gross pay; (3) continuation of the 6-month 
death gratuity, but with a minimum of $1,200 and a maximum 
of $3,000; and (4) survivor and retirement benefits under OASI 
in addition to Veterans' Administration or military benefits. 

House Select Committee on Survivor Benefits 

This committee was established in 1954 to consider the matter 
of survivor benefits for the dependents of military personnel and 
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veterans. I t  was composed of members from several of the 
standing committees of the House that deal with some phase of 
survivor benefits. The committee held hearings, examined the 
problem in detail, and recommended a continuation of the study 
by the next Congress. In 1955, the committee continued its 
consideration of the matter and drafted a bill, H. R. 7089, usually 
known as the "Hardy Committee" bill. The bill was approved 
by the House with a large majority, and is now pending before 
the Senate. 

This bill proposes: (1)  To continue the 6-month death gra- 
tuity, but with a minimum of $800 and a maximum of $3,000; 
( 2 )  to provide full contributory coverage under the Social Se- 
curity, but based on basic pay only, excluding the allowances 
and the value of items furnished; (3 )  reimbursement of the 
Social Security fund for military service credited in the past; 
(4) payment by the Government of the employer tax under 
Social Security for future military service; (5) consolidation of 
the Servicemen's Indemnity and the Veterans' Administration 
death compensation into a single system with benefits based on 
military rank; (6)  termination of the application of the Federal 
Employees Compensation Act to military personnel; (7 )  to 
permit the survivors now receiving payments to elect the new 
scale of benefits under certain conditions; and (8)  the issue of 
Government life insurance upon termination of military service 
only to those having a service-connected disability. 

The cost of the proposed system is said to be less in the long 
run than the present one, though the cost will be a little more 
immediately by reason of the fact that survivors now receiving 
payments can elect the new scale under certain conditions. 

Recommendatiolrc No. 21 

This Commission strongly approves of the system of survivor 
benefits that would be established by H. R. 7089, as it would 
in large measure correct serious deficiencies in the existing 
situation. 

QUESTIONS OF A GENERAL NATURE 

Paymelrcts to Nodepedent  Survkors 

The Government is now making payments to survivors who 
were not dependent on the deceased, chiefly through the Service- 
men's Indemnity, but also through the death compensation and 
through the Government life insurance where this it not paid 
from the premiums previously collected. 

For a long period in our history the great majority of wives 
were in fact dependent on their husbands, but the increasing 
employment of women, and the increasing extent of vocational 
education are changing this situation. In any case, there does 
not appear to be any valid reason for continuing payments, at 
public expense, to a widow after remarriage, as is now done under 
the Servicemen's Indemnity and in some cases under the Govern- 
ment life insurance. 

Parents have always been required to show dependency (ex- 
cept under the insurance or indemnity), either actual dependency 
or dependency as defined by the law. There is no requirement 
that the dependency exist at the time of death. 

Payments to survivors who are not dependent make it more 
difficult to provide adequately for those who are dependent. 

Recommelrcdation No. 22 

For the present, benefits to the widow should continue to 
be made without a showing of dependency, but that whenever 
legally possible, benefits paid at public expense should terminate 
upon remarriage. Payments to parents should require a showing 
of actual dependency or the nearest statutory equivalent that is 
administratively practicable. 
Amount of Payments for Survivors and for Totally Disabled 

Veterans 

Family expenses are higher while a totally disabled veteran is 
living than after his death. This is particularly true when he was 
living at home, but it is also true to some extent when he was in 
a veterans' hospital. I t  appears, therefore, that the amounts paid 
by the Government should be larger while the disabled veteran 
is living. 
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Recommendation No. 23 

That the amounts paid to the survivors after the death of a 
veteran should be consistent with the amounts paid to a totally 
disabled veteran. 

Benefits in Excess of Pay 

As family expenses ordinarily are reduced upon the death of 
one of its members, it would appear that the amount of survivor 
benefits should be less than the earnings of the deceased while 
he was still living. There are some circumstances, however, 
where the opposite conclusion seems reasonable. 

In wartime, individuals may be required to enter the military 
service even though it means a large reduction in pay. A greater 
hardship would be imposed on the survivors if the benefits were 
restricted to an amount less than the reduced military pay. Also, 
most deaths in the military service occur at very young ages, 
when the earning potentialities of the individual have not yet 
materialized. Tying the survivor's benefits to the deceased's 
earnings at a low point in his career is a substantial hardship on 
the survivors. 

Recommendation No. 24 

The total of the survivors' payments from all Gove r~ len t  
sources should not exceed the military pay of the deceased, except 
when the death occurs in one of the lower enlisted grades. For 
this purpose the military pay should be considered as including 
the value of food, clothing, shelter, etc., that may be furnished 
in addition to the cash pay and allowances. 

Special Benefits or Grants in Addition to Regular Compensation 
Benefits 

This is basically a problem of whether the regular scale of 
benefits should be adequate in itself or whether additional 
amounts should be paid where there is presumably need for them. 
The needs of individuals may differ in the matter of education, 
medical care, etc. An allied question is whether benefits should 
be varied by geographic region on the basis of differences in the 
cost of living. 

As a general rule it is neither feasible nor equitable for select 
groups of individuals to be provided special grants in addition 
to the general death compensation benefits. 

There is one point at which an extension of the present system 
appears desirable. Benefits are payable for children to age 18, 
or to age 21 if they are attending an approved educational in- 
stitution. Age 21 is an earlier age than most students complete 
college, scientific, or professional schools. The limiting age 
might be raised to 22 or higher in such circumstances in lieu of 
providing special grants. 

Recommenrtation No. 25 

That no special grants be made in addition to the regular scale 
of survivor benefits. 

Swvivor Benefits for Commissioned Officers of the Public Health 
Service a d  the Coast a d  Geodetic Survey 

Commissioned officers of the Public Health Service and of the 
Coast and Geodetic Survey are part of the uniformed services, 
and as such have been included in certain pay legislation appli- 
cable to the members of the armed services. When they are 
assigned to duty with the Armed Services in time of war, they are 
entitled to the same survivor benefits as members of the Armed 
Services. In peacetime they are covered by the Federal Employ- 
ees Compensation Act and other benefits provided to civilian 
personnel. 

The problem of personnel in these services is analogous to that 
of other people who serve in the Armed Forces, on a part-time 
or irregular basis, as in the Reserves. In other instances the 
solution has been to provide veterans' or military benefits only 
for deaths arising out of military service. While these groups are 
career services comparable to the military in some respects, they 
are in peacetime not subject to the Uniform Code of Military 

. Justice and are not part of the Armed Forces. They are not 
veterans in the common understanding of the term, except after 
having served with the Armed Forces in time of war. The in- 
clusion under veterans7 laws of these groups that are commonly 
regarded as civilian in peacetime might establish a precedent 



for the possible inclusion of other civilians and dilute the veterans' 
benefits. 

Recommedation No. 26 

That the Veterans' Administration's death compensation be 
paid only to the survivors of members or former members of the 
Armed Forces who die from service-connected causes. The Com- 
mission feels that adequate benefits for civilian groups are neces- 
sary, but that such benefits should be provided through separate 
laws not administered by the Veterans' Administration. 

MILITARY COVERAGE UNDER THE SOCIAL SECURITY AND OTHER 

CMLIAN RETIREMENT AND SURVIVOR SYSTEMS 

Crediting of Military Service as Employment U d e r  the Old-Age 
and Survivors Proviswlzs of the Social Security Act 

Active military service after September 15, 1940 has been 
credited as employment under the Old-Age and Survivors Insur- 
ance, under a series of temporary laws, the last one of which 
expired on March 3 1, 1956. The problem therefore pertains to 
military service in the future. 

The chief argument for the inclusion of military service under 
OASI applies to old-age benefits as well as to survivor benefits. 
Only about 2 to 5 percent of those entering the military service 
remain long enough to qualify for military retirement. For the 
remainder the military service is simply an interruption of normal 
civilian employment, which in 90 percent of the cases would 
otherwise be covered under OASI. The interruption of civilian 
employment is penalized under the OASI by a reduction in the 
amount of benefits while at the same time the individual acquires 
no rights under the military retirement system. 

The chief arguments that have been made against inclusion 
under OASI is that it would restrict the field for veterans' benefits 
and would require a cash contribution from service personnel. 
Traditionally, disability, death and old-age benefits for veterans 
have been provided by veterans' pension laws. Any contribution 
required under OASI would in effect be a reduction in the 
present cash pay. 

F 
t 
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f It is argued that the provision under OASI for excluding up 

to 5 years of low or no earnings would prevent penalizing those 
who lose coverage while in military service. However, if this 
exclusion is used up for military service, then any subsequent 
sickness or unemployment will reduce the benefits. 

It has been suggested that the individual's record be frozen 
at the time that he enters military service, to prevent the serv- 
ice from resulting in a penalty. Oddly, a provision of this kind 
would cost the Government almost twice as much as full cover- 
age, because of the way in which benefits are determined under 
OASI and because service personnel could hardly be asked to 
contribute toward a "freeze." Also, a freeze provision would 
not only freeze people in, it would also freeze them out. If an 
individual did not have the required amount of civilian employ- 
ment to attain eligibility for the survivor benefits at the time 
of entering service then no amount of military service would 
make him eligible. 

Two special eligibility provisions are desirable for the mili- 
tary. One would make them eligible for survivor benefits im- 
mediately upon entering the service, instead of after six quarters 
as is required for civilian eligibility. In wartime a recruit can 
be in combat considerably before the end of six quarters. Also, 
the elimination of the requirement of 5 years of coverage before 
eligibility for disability benefits is desirable for those who are 
discharged with service disabilities. 

Recommendation No. 27 

That active military service be credited as employment under 
the Old-Age and Survivors Insurance. 

Government Contributions to the OASI Fund for Future Military 
Service 

The cost of crediting military service under the OASI should 
be borne by general taxpayers through taxes paid to the general 
Public Treasury rather than by direct contributions by employers 
and employees to the OASI fund. The OASI tax is on gross 
earnings from employment, while the general revenues are 
geared more to net income, after exemptions, and to capacity to 



pay. The cost would fall in a different way if paid from the 
Public Treasury, even though a large proportion of the persons 
would pay at least some of the cost on either basis. 

There is also a question of whether the Government should 
pay the regular employer tax under the OASI or whether it 
should merely undertake to reimburse the fund for any addi- 
tional expenditures arising from the crediting of military service. 
A proposal that it reimburse the fund immediately encounters 
the practical problem of allocating costs when the individual 
has had several employers. Some widely different results could 
be achieved by using different methods of allocation, and any 
particular method would be arbitrary to some extent. For 
OASI purposes it does not seem proper to treat the Government 
as an employer any differently than private employers. It ap- 
pears equitable for the Government to pay the employer tax 
under OASI, together with the cost of the two special eligibility 
provisions that are appropriate for the military. 

Recommendation No. 28 

That the Government pay the employer tax for military service 
in the fume  that is credited under OASI; also, that the Govern- 
ment pay all cost of the special eligibility provisions recom- 
mended for military personnel under OASI, i. e., immediate cov- 
erage for survivor benefits and the waiver of the 5-year require- 
ment for the disability "freeze." 

Government Contributions Toward the Cost of Past Military 
Service Credited Under OASI 

After the previous recommendation that the Government pay 
the employer tax rate under the OASI for future military service, 
it might appear that the same basis should apply for military 
service credited in the past. However, this question is compli- 
cated by the fact that the Social Security Act allows the exclusion 
of any earnings prior to 1950 if their inclusion would reduce the 
amount of benefit payable. The future tax rates for OASI are 
set at a level which take this provision into account. 

Much of the past military service will not be used in determin- 
ing the amount of benefits payable, and, therefore, the payment 
of the full tax rate against such service would not be appropri- 

ate. However, the OASI fund is justly entitled to reimburse- 
ment for such service as has been or will be the basis for benefits. 
Military personnel were not required to contribute to the OASI 
fund while they were in service, and the great majority of them 
have left the service. It appears, therefore, that the Government 
should reimburse the fund. 

Recommendation No. 29 

That the Government reimburse the OASI fund for any benefit 
payments based on military service after September 15, 1940, and 
before the date when the Government and military personnel 
begin to pay the regular OASI tax on current service; such reim- 
bursement to be made over a reasonable period of time. 

Government Contributions to the Railroad Retirement Fund for 
Military Service Credited Under the Railroad Retirememt 
Act 

Military service in time of war or national emergency is cred- 
ited as employment under the Railroad Retirement Act for per- 
sons who were railroad employees at the time of entering military 
service. This is in lieu of credit under the Social Security 'Act. 
Benefits are reduced by any periodic payments received from 
the Veterans' Administration, the Department of Defense, or 
other Federal sources on the basis of the same service, but not 
below the amount payable on the basis of railroad service only. 
Railroad retirement benefits are never less than those under 
OASI, and in many cases are larger. 

Under current law, the Government is required to pay the 
railroad fund $20 for each month of military service rendered by 
persons who were railroad employees at the time of entering 
military service, under certain specified conditions. Payments to 
date have exceeded $300 million. Most of this will never be 
used for military benefits, since many ex-servicemen never return 
to railroad employment, or do not stay in such employment long 
enough to qualify for benefits. 

Under amendments enacted in 195 1, the railroad retirement 
and OASI programs are closely interlinked. Workers with less 
than 10 years of railroad employment and military credit receive 
payments from OASI instead of from the railroad fund, under 
an interchange arrangement. In such cases the OASI fund 



receives credit for the OASI tax on the railroad or military 
service involved. 

Currently, the social-security fund receives nothing for credit- 
ing military service of nonrailroad employees. Under the recom- 
mendation made above that the Government pay the employer 
tax, the social-security fund would receive $3.20 monthly for 
crediting the same amount of military earnings. Thus the rail- 
road fund is now receiving more than six times as much from 
the Government for crediting military service as the social- 
security fund would receive under the Commission's recommen- 
dation. 

A basic issue is presented here. Does the fact that an individ- 
ual is covered by a more liberal system than the social security 
at the time of entering military service create any additional 
Government obligation? Loss of credit under a more liberal 
system is of course a loss to the serviceman. If there is any obli- 
gation to make up for this loss, then the obligation should be 
recognized generally and not be limited to railroad employees. 
The loss of credit under a private retirement system can be just 
as much of a loss to the serviceman as the loss of credit under the 
Railroad Retirement Act. On the other hand, the veterans' 
pension laws are designed to care for any needy veteran who is 
not sufficiently provided for under the Social Security Act. A 
Federal payment on account of a loss under a more liberal system 
would be a payment not based on need in many cases. 

Military service can be credited also under the civil service 
and other retirement and survivor benefit systems for Federal 
employees. In this case, however, the Government is the em- 
ployer in both the military and civilian status. Railroad work- 
ers are employed in private industry and the railroad retirement 
system was set up at the request of the workers and the carriers 
in that industry. 

The Commission is of the opinion that the obligation of the 
Government is adequately discharged by the payment of a 
proper share of the cost of crediting military service under the 
Social Security Act. If an individual wishes to have military 
service credited under the Railroad Retirement Act in lieu of 

the social security, the obligation of the Government should not 
be increased thereby. 

Recommedata'olz No. 30 

The Government contribution on account of the military serv- 
ice of any person should be the same amount in dollars, whether 
the service is credited under the Social Security Act or the Rail- 
road Retirement Act. It is recommended that the Government 
contribution for all military service be paid initially into the 
social-security fund. If and when a claim is approved by the 
Railroad Retirement Board for benefits based on military service, 
the Government contribution and the contribution of the indi- 
vidual, if any, should then be transferred to the railroad retire- 
ment fund, together with interest thereon. No person should 
receive credit at Government expense under both the Social Secu- 
rity and the Railroad Retirement Acts for the same military serv- 
ice. These recommendations apply both to service in the future 
and in the past. It is understood that these recommendations 
would require a refund of part of the amounts previously appro- 
priated by the Government to the railroad retirement account. 

Relation of Compelzsata'olz Paymelzts to MiZa'tary Ralzk 

In a volunteer, peacetime Military Establishment it is reason- 
able and desirable for survivor benefits to be larger when the 
deceased was in one of the higher military ranks. The economic 
loss to the survivors is in proportion to the earnings of the indi- 
vidual while still alive. Federal civil employees and, commonly, 
employees in private industry are covered by survivor benefit 
systems that are related to earnings. 

In time of war or a national emergency, individuals may be 
required to enter the military service even though it means a 
substantial reduction in pay. To relate the survivor payments 
completely to the reduced military pay would be a greater hard- 
ship on the survivors than the death of a peacetime volunteer in 
the same military grade. On the other hand, the peacetime 
volunteer force continues in service during the war or national 



emergency, and the rank-related survivor benefits continue to be 
appropriate for them. 

The objective of a system that is closely related to military 
pay in peacetime and not so closely related in wartime can be 
accomplished by placing the military service permanently under 
the social security. The survivor benefits under the social se- 
curity are based on the average earnings of the deceased. In a 
voluntary peacetime service this average would tend to be the 
average of military earnings, as presumably most people would 
not enter the military service unless it was financially advan- 
tageous. In wartime, however, with conscription in effect, the 
previous civilian earnings credited under the Social Security 
Act would have considerably more of a leveling effect on the 
average. At the same time, the very high earnings of excep- 
tional individuals would not be taken into account, as the maxi- 
mum earnings now credited under the social security is $4,200 
per year. 

Recomnzendation No. 3 1 

That the monthly amount of death compensation be related to 
the military pay of the deceased, within limits. 

Determimtion of Depedency 

The recommendation has been made previously that survivors' 
payments be made only to those who are dependent, but with 
a presumption of dependency for the unremarried widow and for 
the children. 

It is difficult to define dependency, and its existence can be 
difficult to establish. The fact that an individual was contribur- 
ing to the support of another person does not conclusively prove 
dependency, nor does the fact that he is not contributing prove 
that moral or legal dependency does not exist. In many cases 
the standard of living which an individual has a right to expect 
enters into the problem. 

Dependency has been defined in many ways in the law, and 
sometimes has been left undefined, to be determined administra- 
tively. For survivor benefits the definition has usually been 
based primarily on the amount of income received, though not 
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infrequently certain kinds of income, or the possession of prop- 
erty capable of producing an income, have been excluded from 
consideration. The capacity of children to provide support for 
parents is not now considered unless the support is actually being 
provided. There are no Federal laws requiring children to sup- 
port parents, and many States do not have such laws. 

It is illogical to presume that a deceased serviceman wou1.d 
have been the sole support of his parents, when there are other 
children, possibly some of whom may have been or are in the 
military service also. I t  is illogical also to pay the full amount 
of survivor benefits as long as the other income is less than a 
prescribed amount, and then to withdraw the payments com- 
pletely if the other income is a few dollars more than the pre- 
scribed amount. This may happen under existing regulations. 
A gradual reduction in survivor payments when other income 
increases would be a better system, as it provides more of an 
incentive for gainful occupation, 

Dependents are entitled to certain family allowances while 
the serviceman is on active duty. Recently there has been a 
requirement that the serviceman' contribute at least half the 
income of parents before the parents are considered to be de- 
pendent for the purpose of receiving the family allowance. After 
the death of the serviceman a different test of dependency is 
applied by the Veterans' Administration, chiefly an income test. 
The result has been that a much larger proportion of parents 
have been adjudged dependent after the death of the serviceman 
than before. The only justification for two different tests is 
that the parents may not become dependent until many years 
after the death has occurred, and the contribution test cannot 
be applied. There should be a much closer relationship between 
the results of the two tests, however. 

Recornendation No. 32 

The existing standards for dependency for Veterans' Adminis- 
tration compensation benefits to parents should be brought more 
into line with standards applied to the living serviceman. De- 
pendency should be based on total income, including income that 



could reasonably be produced by property owned, and the income 
that could be obtained from other children reasonably obligated 
to provide support. 

Survkor Benefits for Parents After R e w r i a g e  

I t  would appear that the remarriage of a parent should terrni- 
nate dependency as in the case of the remarriage of a widow. 
However, where both persons in the remarriage are above the 
ages of normal employment, an exception should be made. 

Recommevzdatiolz No. 33 
That survivor payments to parents be terminated upon remar- 

riage, except where both persons are at an advanced age. 

Treatment of Outstartdilzg Goverlzment Life Zlzsurance Policies if 
Death Comfielzsation Belzefits Are Merged Wi th  the Seruice- 
melz's Zvzdemity 

Pending legislation would merge the Servicemen's Indemnity 
and the present death compensation benefits into a new and 
higher scale of Veterans' Administration dependency and in- 
demnity compensation benefits. Under the proposal, benefi- 
ciaries now receiving the Servicemen's Indemnity benefits would 
not be eligible for the new and higher benefits unless they elected 
to forfeit the remaining indemnity payments. However, no such 
election would be required in instances where the beneficiaries 
were receiving Government life insurance proceeds. The pro- 
posed legislation would also allow the new Veterans' Adminis- 
tration dependency and indemnity compensation benefits to be 
paid to survivors of a serviceman who resumed premium pay- 
ments on his Veterans' Administration life insurance. Many 
hundreds of thousands of personnel on active service at present 
hold such policies in waiver status under the provisions of the 
195 1 Indemnity Act. 

The existence of insurance contracts and the continuation of 
payments on such policies in the event of death, together with 
the payment of a new and higher compensation benefit, would 
create many inequities. Under the existing life insurance poli- 
cies, the Government bears the cost of extrahazard deaths 

through appropriations to the insurance trust fund. This would 
mean that the Government under the proposed legislation would 
be paying both the new dependency and indemnity compensation 
benefits (which are supposed to include the indemnity or insur- 
ance components) as well as the bulk of the cost of the Veterans' 
Administration insurance for these extrahazard cases. Thus, 
some families will in effect get two sets of Government-paid 
benefits from the Veterans' Administration, while other families 
who do not have prior insurance contracts will get only one bene- 
fit. This would be apt to result in pressures for reinstitution of a 
general Government life insurance program on top of the new 
and higher benefits. 

There are several ways to avoid these problems. One solution 
would be to continue a provision along the line of the one found 
in the 1951 Indemnity Act, under which the indemnity benefits 
are reduced on a pro rata basis if the serviceman has any Gov- 
ernment life insurance. Another, more complicated, approach 
would be to allow the payment of the insurance in addition to 
the new and higher benefits in cases where deaths are from 
normal causes, but to make a reduction in cases where death is 
from war-hazard cause and the Government bears the cost of 
the insurance losses. 

The Commission feels that H. R. 7089 makes adequate provi- 
sion for survivors, and that no man in the service should carry 
Government life insurance. 

Recommdation No. 34 

In the interest of equitable treatment among di£ferent cate- 
gories of survivors and of a lasting solution to the problem of 
survivor benefits, provision should be made for offsetting any 
Government life insurance as well as indemnity payments in cases 
where the new and higher dependency and indemnity compensa- 
tion benefits are to be paid. This offset should apply not only 
in cases now on the rolls but also to future deaths. If the insur- 
ance is not paid, the beneficiary should receive the reserve value 
of the policy. 



AvaiZabiZitty of Life Inswame to Veterans After Termination of 
Military Service 

From the beginning of Government life insurance in 19 1 7, 
veterans have had the right to continue the insurance after leav- 
ing the service by the payment of premiums. The chief reasons 
that have been given for this continuance are that persons be- 
coming disabled while in the military service would be unable to 
obtain commercial life insurance at standard rates or perhaps 
not at all, and that the continuance of the life insurance would 
eliminate the need for pensions. 

I t  is both proper and necessary for the Government to issue or 
continue life insurance where the veteran has a service-connected 
disability at the time of leaving the service, if this disability would 
prevent him from obtaining commercial life insurance at stand- 
ard rates. However, a policy should be issued only if an applica- 
tion is made within a reasonable time after the disability becomes 
apparent. 

A survey by the Commission in October 1955 indicated that 
about two-thirds of the postservice Government life insurance is 
carried by veterans with above average incomes. As the Gov- 
ernment bears a substantial part of the cost of postservice insur- 
ance, the Government is in the position of taxing all of the people 
chiefly for the benefit of veterans with above average incomes. 

Recommendation No. 35 

That Government life insurance be issued to servicemen upon 
termination of active service only if they have a service-connected 
disability that will prevent them from obtaining commercial life 
insurance at standard rates. 

Charges T o  Meet Cost of Administering Government Insurance 

The Government has always paid the costs of administering 
life insurance, both while the insured person was in the armed 
services and afterwards. At the time this practice was started 
it was not the general policy of the Government to charge the 
administrative costs directly to the persons benefiting from the 
services provided. In recent years there has been a considerable 

change in this policy. Administrative costs are now charge 
directly in such programs as the old-age and survivors' insuranc 
of the Social Security Act, the Railroad Retirement Board, an 
the Federal Housing Administration. 

The general principle is that the costs of a service should nc 
be charged directly if this would prevent a substantial proportio 
of the public from availing itself of the service. An exampl 
would be the costs of the public school system; if these we1 
charged only to the families having children of school age, th 
cost would be so high that many families could not send their chi 
dren to school. Another example might be the public use c 
national parks. 

I t  does not appear that charging administrative costs direct1 
to the insurance policy owners would prevent any substantii 
proportion from availing itself of the insurance. Currently, 
charge of about 8 cents per month for $1,000 of insurance woul 
cover the administrative costs in the Veterans' Administratio 
and other Government agencies. In view of the low premim 
rates, this would still leave the total cost lower than on c o m e  
cia1 life insurance. 

On existing life insurance policies the obligation of the Goven 
ment to pay the administrative costs appears to be a part of t l  
contract, and cannot be changed. 

Recommelzdation No. 36 

That whenever legally possible, the premium rates for Goverl 
ment life insurance include a charge to cover the administrati1 
COSD. 

Interest Allowed on the Insurance Fund in Relation to the Ave 
age Interest Rate Paid on the Public Debt 

The law requires that the Government life insurance funds 1 
invested in obligations of the Federal Government. The rate 1 

interest is fixed by the Secretary of the Treasury with the a] 
proval of the President in some cases, or on the basis of a pr' 
scribed formula in other cases. The rate currently allowed on tl 
United States Government life insurance fund is 3% percent, c 
the National service life insurance fund it is 3 percent, and c 



nonparticipating insurance, it is the average rate paid on all 
marketable obligations of the United States at the end of the 
preceding month. I t  has been argued that the rate paid on all of 
the funds should be the average rate paid on marketable obliga- 
tions. 

There are several elements that enter into this question. At 
times the rate paid on public obligations has been a managed 
rate, i. e., lower than the rate the Government would have to pay 
to borrow all of the funds required in the open market. The 
life insurance policy is a long-term contract and the greater 
part of life insurance funds can and should be invested in long- 
term obligations to obtain the benefit of the higher interest rates 
prevailing on such investments. A large proportion of the out- 
standing Government obligations are on a short-term basis at 
low rates, and these affect the average rate on all obligations. 
Government obligations are readily convertible into cash by those 
who do not wish to hold them to maturity, and this advantage 
makes them marketable at a somewhat lower interest rate; but 
this liquidity is advantageous to an insurance fund only on a part 
of its total investment. 

United States obligations of course, represent the ultimate in 
security of principal and interest. However, commercial life- 
insurance companies have thought it proper to take a moderate 
amount of investment risk if the interest return, after deduction 
of investment losses, is greater. Generally, the reasons for in- 
vesting Government insurance and other trust funds in United 
States obligations appear to be primarily negative in character. 
These are to avoid the control of private industry that would 
follow investment in private industry, and to avoid political 
manipulation. 

As the reasons for investing Government insurance funds in 
United States obligations appear to be mostly negative in char- 
acter, and since investment in United States obligations has 
advantages to others that it does not have to a Government trust 
fund, it would appear that the beneficiaries of the trust fund 
should no be penalized with the lower average rate. 
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Recommewdation No. 37 

That the interest rate allowed on Government life insurance 
trust funds be the average rate on long-term marketable United 
States obligations. 

Goverltntent Life Insurartce on a Participating Basis 

Most of the Government life insurance now in force is on a 
participating basis; that is, dividends are paid to the policy owner 
whenever the cost of claims plus an amount necessary for the 
reserves is less than the premiums received plus interest. The 
insurance now issued to servicemen at termination of service is 
on a nonparticipating basis; that is, the premium rates are gen- 
erally lower and no dividends are paid. 

If insurance is issued only to disabled veterans, it should be on 
a nonparticipating basis. In this way the disabled veteran will 
have insurance at a cost comparable to that if he were not dis- 
abled. The participating basis, with higher premiums and the 
prospect of no dividends, would result generally in higher cost. 

Recommendatiort No. 38 

Future issues of Government life insurance should be on a 
nonparticipating basis. 

Outstandilzg Policies Issued olz a Term Imsuramce Basis 

On a term insurance policy the premium rates increase at the 
end of each term period. Term insurance rates are low at  the 
younger ages but begin to increase substantially at about age 50. 
They become prohibitive for many people beyond age 70. 

Existing term insurance policies are renewable for as long as 
the insured person lives, upon timely payment of the required 
increasing premiums. They are contracts and hence cannot be 
terminated by the Government if all premiums are paid when 
due. Most Government term insurance policy owners are still 
at the younger ages, though the World War I veterans are now 
attaining an age when the increasing premium rates are becom- 
ing burdensome. The increasing burden has led to requests for 
relief, but no relief is possible except as an outright subsidy. 

Efforts to require or persuade the term insurance policy owners 



to convert the insurance to a level premium form have never been 
completely successful. Existing term insurance is renewable 
indefinitely, so that there is no way in which a conversion could 
be required. I t  should be anticipated that these policies will 
produce many complaints when their owners progress to the 
higher ages, and that many of them will be unable to continue 
their insurance at a time when it will be regarded as the most 
valuable. Furthermore, for those who continue their policies 
for very long after age 70, the complaint will be that the total 
premiums paid have been more than the amount of the 
insurance. 

Some of the existing term insurance policy owners do not have 
the right to convert to the level premium forms. These are the 
ones who obtained policies under the Insurance Act of 195 1 with- 
out having a service-incurred disability. In this case it cannot 
be said that the burden of higher premiums at the higher ages 
is the fault of the policy owner for not converting earlier; these 
policy owners now have no right to convert. The reason for 
this restriction does not appear on the record. 

Recommendation No.  39 
That the right to convert existing term insurance to a level- 

premium policy form be extended for a limited period to all per- 
sons who do not now have it. All means of publicity and per- 
suasion should be used to obtain conversion of as many of the 
term insurance policies as possible. 

BENEFITS FOR RETIRED MILITARY PERSONNEL 

Under the Uniformed Services Contingency Option Act, a 
person who will retire under the military retirement system, 
either by reason of disability or by length of service, can elect 
to receive a reduced amount of retired pay in order to have a 
part of the retired pay continued to the widow and/or children 
after his death. The amount of the reduction is calculated on 
an actuarial basis to balance the cost of benefits after death, so 
no cost will result to the Government. 

Payments under the act are made without regard to thecause 
of death and without regard to any other income. If the retired 
person dies from a service-connected disability, the survivors are 
eligible for the Veterans' Administration death compensation 
benefits. Thus, it cannot be known in advance how much in- 
come the widow will receive, except that it will not be less than 
the amount under the Contingency Option Act nor more than 
the amount under that act plus the Veterans' Administration 
death compensation. 

In addition the act requires the election of benefits by the 
serviceman on active duty upon completion of 18 years of serv- 
ice. Higher rates are charged upon retirement if the service- 
man is disabled than if he is in good health. However, at the 
time of election the serviceman does not know which of the two 
rates he will have to pay, since he cannot foretell what his health 
will be upon retirement. 

Under the pending survivor benefits legislation, the Veterans' 
Administration dependency and indemnity compensation bene- 
fits would be increased, particularly for officers of higher rank. 
These benefits would be payable in addition to any Contingency 
Option Act benefits which the retired serviceman might provide 
for his dependents. As a result, families of deceased retired 
military personnel would be likely to find themselves in vastly 
different financial circumstances, depending on what benefits the 
serviceman had elected to take under the Contingency Option 
Act and upon the cause of death. If he elected substantial bene- 
fits under the act, his family would be better provided for; if 
he took no benefits they might be less well provided for. If he 
died from service-connected causes they would receive payments 
from both the Veterans' Administration and the act; if he died 
from normal causes they would get benefits only from the act. 
Thus, no serviceman could plan with assurance for the future 
of his family after his retirement. 

There are various possible ways to eliminate this uncertainty 
and layering of benefits. One of the most desirable would be 
to coordinate the Contingency Option Act benefits with the 
Veterans' Administration death compensation benefits, and at 



the same time to eliminate the unpredictability now involved in 
the election of Contingency Option Act benefits. This can be 
done at minimum or no cost to the Government by the following: 

( 1 ) Eliminating the present provision under the Contingency 
Option Act whereby military personnel who retire under disa- 
bility are required to withstand greater reductions in their retire- 
ment annuity than those who are not disabled; 

(2) In cases of service-connected deaths, giving the survivors 
an election between the increased death compensation benefits 
and the Contingency Option Act benefits-but not both, as is 
now the case. Furthermore, the attractiveness of the Contin- 
gency Option Act program could be increased by allowing per- 
sonnel who elect to do so have deductions made from their active 
duty pay. Sums thus accumulated would be added to their post 
retirement Contingency Option Act benefits, so that the reduc- 
tion in their retirement annuity would be smaller. 

These adjustments would enable both disabled and nondis- 
abled personnel to plan with certainty as to the level of benefits 
which their survivors would have. They would also enable per- 
sonnel electing Contingency Option Act benefits to spread the 
cost over part of their active duty when their earnings are 
greatest. 

Recommendation No. 40 

Benefits under the Uniformed Services Contingency Option Act 
and those under the Veterans' Administration death compensa- 
tion program should be coordinated. If H. R. 7089 becomes law, 
steps should be taken to eliminate the unpredictability now inher- 
ent in the Contingency Option Act benefits and to make them 
more attractive to personnel on active duty. Consideration 
should also be given to reopening for a limited time elections to 
the Contingency Option Act benefits on the new basis to persons 
who are retired as well as to those who have already elected 
benefits. 

Chapter VIII 

READJUSTMENT BENEFITS FOR WAR VETERANS: THE 
PROGRAM AS A WHOLE 

The Servicemen's Readjustment Act of 1944--better known 
as the GI bill--opened a new and significant chapter in the 
history of veterans' programs. Together with earlier legisla- 
tion, it rounded out a comprehensive system of benefits to assist 
veterans in meeting the varied problems they might encounter 
in reestablishing themselves in civilian life. The 1944 act, Pub- 
lic Law 346 of the 78th Congress, embodied new concepts and 
a new approach to the needs of nondisabled veterans. I t  recog- 
nized that all veterans, and not only the disabled, may have 
special problems resulting from the interruption of their normal 
lives by military service; and it undertook to help them meet 
these problems at the time when help was needed most, imme- 
diately after their discharge from service. 

Veterans of earlier wars had received little direct aid in meet- 
ing such problems. Land grants to veterans (discontinued after 
1862), mustering-out pay after most wars, vocational rehabili- 
tation for the disabled after World War I, and special placement 
services virtually complete the list of benefits provided before 
World War 11. For nondisabled veterans, there was no as- 
surance of reinstatement in previous jobs, no program to provide 
cash income during unemployment, no assistance in resuming 
interrupted education, .nor aid in buying homes or businesses. 
The nondisabled veteran was largely on his own, and experience 
after World War I showed that many failed to achieve success- 
ful readjustment under such conditions. 

In  contrast, veterans of World War I1 and the Korean conflict 
have had the benefit of programs to help them meet nearly every 
major problem that might arise in' readjustment. This ap- 



proach, bolstered by experience and improvements over the past 
decade, is now generally accepted as the best way of meeting 
the Government's obligation to nondisabled veterans. 

These programs, under which nearly all veterans received 
some benefits and four out of five used the major GI bill benefits, 
are important not only for their size and cost, but also because 
of their bearing on current programs and on future policy deci- 
sions in the broad area of veterans' benefits. The present chap- 
ter surveys the program as a whole, its basic objectives and the 
extent to which these have been successfully achieved. The 
separate elements of the program are examined in greater detail 
in the next chapter. 

SCOPE AND VARIETY OF T H E  BENEFITS PROVIDED 

The total range of benefits covered by the readjustment benefit 
program was wide. In addition to the three major benefits 
created by the GI bill (readjustment allowances, education, and 
loan guaranty) a number of other important benefits or services 
were available under other laws, such as the Selective Service 
and Training Act of 1940 and the Mustering-Out Payments Act 
of 1944. In general, veterans were eligible for GI benefits if they 
met the basic requirement of having served at least 90 days in 
active service within the qualifying period (between September 
16,1940 and July 25,1947) and had been discharged or released 
under conditions other than dishonorable. The benefits were 
provided both for nondisabled veterans and those with service- 
connected disabilities. The latter were also eligible for special 
benefits such as disability compensation, vocational rehabilita- 
tion, and medical care. 

For the great majority who were not disabled, the benefits were 
matched to problems that might exist during reentry into civilian 
life-problems that would differ from person to person, and 
would be more severe for some veterans than for others. The 
readjustment program undertook to do something about six 
important kinds of readjustment needs : 

Mustering-out pay provided ready cash immediately after dis- 
charge to all veterans. The amount was $100, $200, or $300, 

depending on length of service and on whether the veteran had 
served overseas. The purpose was to provide a small reserve for 
buying clothing, getting settled, and meeting other immediate 
needs; the benefit was in no way related to unemployment. 

Readjustment allowances were available both to unemployed 
veterans and to those in self-employment who had not yet built 
up normal income from their farms or businesses. The unem- 
ployment allowance was $20 per week, up to a maximum of 52 
weeks. For the self-employed, the payment was $100 per 
month, less net income. 

Education and training, at Government expense, were made 
available for veterans who desired to resume their interrupted 
education or desired additional training to refresh old skills or 
fit themselves for better jobs. The benefits covered tuition and 
supplies, as well as a subsistence allowance while in training, 
and most veterans were eligible for up to 4 years of school or 
training. The veteran was free to take any kind of training for 
which he could qualify-in colleges, high schools or elementary 
schools, in the form of on-job or on-farm training, by attending 
private vocational and trade schools, business colleges or tech- 
nical schools, or through correspondence courses. 

Guaranteed loans for purchase of homes, farms, or businesses 
were available on favorable terms for those whose readjustment 
problem could best be met in this way. Originally conceived as 
a short-term program to help veterans during the first 2 years 
after discharge, the loan guaranty benefit was later extended to 
cover a 10-year period. 

Reemployment rights, entitling veterans to reinstatement if 
they held a regular job before entering service, were first created 
in the Selective Service Act of 1940 and are still in effect under 
later legislation. This benefit entitles the veteran not merely to 
"a job" but to employment under conditions as favorable as those 
that would have existed if he had not entered service. Unlike 
other readjustment benefits, it is in no way dependent on wartime 
service, but on having left a job to enter service in a period when 
compulsory service is required. 



Other benefits related to employment were provided for vet- 
erans whose problem was to find a new job. These included (a)  
special assistance and priority of service to all veterans by the 
public employment service system, with an overriding priority 
for disabled veterans; and (b) veterans' preference in the Federal 
civil service, which gave veterans a special advantage in compet- 
ing for Federal jobs as well as a lifetime preference over non- 
veterans in retaining such jobs during periods of reduction in 
force. 

More recently, in the Veterans' Readjustment Assistance Act 
of 1952, the principles of the readjustment benefit program have 
been extended to cover 5 million additional veterans who served 
during the Korean conflict. Thus such benefits have been or 
will be available to more than 21 million men and women. 
Though the full scope of the Korean program cannot yet be 
measured, experience thus far suggests that the education and 
loan benefits will be used by at least as many veterans, in propor- 
tion to the total number eligible, as used similar benefits under 
the first GI bill. Conceptually, both programs are part of the 
same experiment. 

BACKGROUND, OBJECTIVES, AND UNDERLYING CONCEPTS OF THE 

READJUSTMENT BENEFIT PROGRAM 

In appraising the program, the Commission first had to ex- 
amine the purposes and underlying philosophy of readjustment 
benefits. What were the original objectives, and to what extent 
have these changed during the history of the program? How 
are such programs related to the Government's overall obligation 
to nondisabled veterans? What criteria should be used in judg- 
ing how well the overall program has achieved its general aims 
and how fully it has discharged this obligation? 

While the general objectives of the program were clear, a con- 
sistent philosophy of "readjustment benefits" developed only 
gradually. Most of its basic principles were expressed in the 1944 
act, or in amendments adopted in 1945 (Public Law 268) before 
full-scale operations were really underway. Over the following 
years, the concepts that underlie sound readjustment programs 
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were clarified by a series of amendments to the GI bill and by 
new features incorporated in the program for veterans of the 
Korean conflict (Public Law 550 of 1952). The program, there- 
fore, has not been static but has continued to evolve. 

The Central Purpose: Tt-ansitiolzal Aid During Readjustment 

The record shows that the central purpose of both the World 
War I1 and the Korean GI bills was to provide transitional bene- 
fits to be used during the period in which the veteran was read- 
justing to civilian life. The use of benefits was to be related to 
individual needs, arising out of military service or problems the 
veteran encountered in reestablishing himself in employment, 
completing his education, or acquiring roots in the community. 

This emphasis on individual readjustment emerges clearly in 
the record of congressional hearings and debates, in the commit- 
tee reports that accompanied the evolution of the GI bills, and 
in the titles of both bills-known respectively as the Servicemen's 
Readjustment Act of 1944 (Public Law 346) and the Veterans' 
Readjustment Assistance Act of 1952 (Public Law 550). 

A number of other factors and alternatives were also con- 
sidered by Congress, among them the possibility of adjusted com- 
pensation (or a "bonus") such as had been paid after World 
War I. Details of the program were affected by anticipation 
of a postwar unemployment crisis, and it was expected not only 
to aid individuals but also to ease the strain during demobiliza- 
tion. Other features were expected to serve the national in- 
terest by helping to overcome accumulated deficits in education 
and housing. All these factors, as well as a general desire to deal 
generously with all veterans, had some effect on the nature of 
the benefits. 

Neither the original act nor the 1945 amendments provided 
adequate safeguards to assure that benefits were used in ways 
that actually contributed to readjustment, and Public Law 346 
was repeatedly amended to provide more definite standards and 
safeguards. Finally, when Public Law 550 extended the pro- 
gram to cover Korean veterans, there was an opportunity to 
restate and reaffirm the basic concepts of a transitional readjust- 



ment program. The eventual views of Congress are clearly 
expressed in the statement of purpose included in the act: 

SEC. 102. The Congress of the United States hereby declares that 
the veterans' education and training program created by this act is 
for the purpose of providing vocational readjustment and restoring 
lost educational opportunities to those servicemen and women whose 
educational or vocational ambitions have been interrupted or impeded 
by reason of active service in the Armed Forces during a period of 
national emergency and for the purpose of aiding such persons in 
attaining the educational and training status which they might nor- 
mally have aspired to and obtained had they not served their country; 
and that the home, farm, and business-loan benefits, the unemployment 
compensation benefits, the mustering out payments, and the employ- 
ment assistance provided for by this act are for the purpose of assisting 
in the readjustment of such persons from military to civilian life. 
[Italics supplied.] 

The Concept of Varied Bmefits T o  Meet Differing Idividzlal 
Needs 

One of the first questions the Congress had to decide was 
whether the amount and kind of benefits should be adjusted to 
fit individual needs, or designed to provide a general reward 
for all veterans of wartime service. In adopting the principle 
of readjustment benefits, rather than alternative proposals for 
adjusted compensation, the principle of benefits primarily based 
on individual needs was chosen. 

The decision to stress aid in individual readjustment was part 
of a general process by which independent proposals for specific 
benefits were expanded and combined into an omnibus bill cover- 
ing all major needs not already met by other legislation. At the 
start, the various benefits were proposed separately. Education 
and training benefits, for example, evolved out of a much more 
limited proposal by the Osborn Committee, appointed by the 
President in November 1942 to study the problem of postwar 
educational opportunities for ex-servicemen, and there were 
separate bills for mustering-out pay, adjusted compensation, un- 
employment benefits of several kinds, and other forms of aid to 
veterans. 

Several of these ideas were linked together in President Roose- 
velt's message of November 23, 1943, proposing mustering-out 
pay and unemployment allowances, and referring to an earlier 
message (October 27) on education and training benefits. The 
first veterans' omnibus bill, containing some version of each of 
the major benefits finally enacted, was introduced in January 
1944, and both Houses of Congress dealt with all readjustment 
benefits through a single committee. 

This unified approach recognized that readjustment benefits 
are not separate and unrelated, but part of a single effort to aid 
in readjustment, and that individual needs for such aid would 
differ. Some veterans would have serious difficulties in finding 
employment; others would have a serious interruption in educa- 
tional progress to overcome; many would fit back into normal 
life with little trouble. Congress made a broad range of benefits 
available, permitting each individual to select those that fitted 
his requirements, instead of giving equal aid to all veterans- 
some of whom would not need it, while some would need more 
help than any "flat amount" could reasofiably provide. 

Both the idea of readjustment and the concept of a single "bill 
of rightsv--dealing with readjustment as a unified problem- 
were stressed in the Senate Finance Committee's report on the 
omnibus bill : 

This measure is designed to be a comprehensive bill of rights for the 
returning veterans of the present titanic conflict. It aims to state 
comprehensively and clearly the rights and benefits to which these 
veterans will be entitled and to state clearly and simply the way in 
which these rights may be obtained. * * * 

Two other questions as to the relationship between benefits 
and individual needs were important. Was the aim to return the 
veteran to the position in life that he would have achieved but 
for military service, or to give him an opportunity to achieve a 
higher status? In those cases where the veteran did not use such 
benefits, or used them only to a limited extent, did the fact that 
he had an opportunity to do so discharge the Government's obli- 
gation to provide readjustment aid? 
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The programs actually enacted (unlike some earlier pro- 
posals) made no attempt to measure the extent of individual 
need; they merely made benefits available, in kinds and amounts 
sufficient to cover the probable needs of all veterans who chose to 
use them. This approach was realistic because readjustment 
benefits will seldom put the individual back into the position he 
would have achieved. There is, in fact, no way of determining 
what that position would have been. He is older, his experience 
in service has contributed some gains as well as handicaps, and he 
enters civilian life as a different person from the one he was a 
few years earlier. The benefit can provide only an opportunity. 
Some will achieve a higher status than they would otherwise have 
had, while others will fail to make up completely for setbacks 
due to service. The balancing of benefits against needs must be 
for the group as a whole, not for the individual. 

The Concept of  Benefits Auuiluble for u Limited Period 

The concept of readjustment benefits naturally implies that 
such benefits are to be used during a limited period, while special 
readjustment needs exist. From the beginning, proposals for 
each of the major benefits included some limit on the length of 
time after discharge in which the benefit could be used. There 
was an early tendency to think of the benefits as related to the pe- 
riod of mass demobilization, or the period just after separation 
from the service. The Osborn committee, for example, pro- 
posed that veterans must enter training within 6 months in order 
to qualify; the readjustment allowance program was originally 
limited to 2 years after the final payment of mustering-out pay; 
and the loan guaranty program, as enacted in Public Law 346, 
was limited to 2 years after discharge. 

The benefits finally provided, under each major program, 
covered a much longer period than had originally been proposed. 
The time limit for entering education or training was set at 2 
years by the 1944 act, and extended to 4 years in 1945 by Public 
Law 268. The final period for completing training, fixed at 7 
years originally, was extended to 9 years by the same amendment. 
The time limit for use of the loan guaranty program, set at 2 years 

in Public Law 346, was extended to 10 years by the 1945 amend- 
ments. For readjustment allowances, the original GI bill 
changed the original limit of 2 years after mustering-out pay to 
2 years after the termination of hostilities-thus permitting many 
veterans to draw benefits as late as 3 or 4 years after discharge. 

Through these various changes, the readjustment benefit pro- 
gram evolved from a relatively short-term program to one cov- 
ering a fairly long period after discharge. The Commission's 
studies of individual benefit programs show that education and 
training benefits and readjustment allowances, though used by 
most veterans soon after separation, were in many cases used so 
late that they had litle relationship to actual readjustment. In  
the loan program late use of benefits was even more common. 
These problems have been reduced, but not wholly eliminated, 
in Public Law 550. 

The need for some time limit is clearly recognized. In  each 
program, there is a need to balance two opposing considerations : 
An unduly restricted period may deprive many veterans of as- 
sistance that they actually need, but cannot use immediately. 
An unduly extended period tends to lessen the benefit's value 
in terms of real readjustment needs. 

HISTORICAL DEVELOPMENT O F  THE READJUSTMENT PROGRAMS, 

AND CHANGES BASED ON OPERATING EXPERIENCE 

In the years between 1944 and 1952, the original GI bill was 
repeatedly amended and there were numerous changes in bene- 
fit structure and eligibility conditions, operating policies and pro- 
cedures, and administrative arrangements. The first amend- 
ments, in 1945, tended in general to liberalize the benefits and 
eliminate restrictions on their use. From then on, most of the 
changes were designed to correct specific problems or abuses 
that arose in the course of actual experience. The program for 
Korean veterans, enacted in 1952, incorporated many of these 
improvements and added still other changes, particularly in con- 
nection with unemployment benefits and the education and 
training program. 



Taken as a whole, this series of evolutionary changes provides 
important guidelines. I t  demonstrates the main standards to 
which a sound and consistent readjustment program should 
conform, and provides a basis for recommending the features 
that would be desirable in possible future programs. This com- 
plex history, described more fully in the background reports on 
individual programs, can only be summarized in general terms 
here. Broadly speaking, the changes in the program have been 
concerned with three basic kinds of problems: (a) Development 
of safeguards and standards to assure that benefits were effec- 
tively used and met real needs; (6) problems of administrative 
responsibility and coordination with programs serving the gen- 
eral public; and (c) adjustment of the program to fit current 
economic conditions and demobilization patterns. 

Original Stress on Broad Participation and E q d  Treatment 

In the 1944 Act and ~articularly in the liberalizing amend- 
ments adopted in 1945 (Public Law 268) Congress gave little 
attention to the possible need for safeguards to prevent misuse 
or ineffective use of benefits. The prevailing mood was one of 
generosity, and the main concern was to assure broad participa- 
tion in the various programs-an aim which sometimes tended to 
obscure the basic goal of individual and timely readjustment. 
Though the idea of "equal treatment" in the form of a bonus did 
not prevail, it had some influence--expressed in the desire of 
Congress to make sure that no veteran should be prevented from 
receiving benefits he might need during readjustment. The GI 
bill, as amended in 1945, therefore sought to make each type of 
benefit potentially available to as many veterans as possible- 
including some whose need was dubious. 

Many key features of the education and training program were 
aimed at ccmaximum participation;)' there were few standards 
to assure that benefits would aid in readjustment. Apart from 
the long period allowed for beginning and completing training, 
the features that caused most trouble later included the payment 
of allowances to persons who were employed full time, while they 
were taking on-farm or on-job training; freedom to choose any 

type of course, regardless of whether it was related to a concrete 
occupational goal or educational objective; unlimited freedom, 
originally, to shiit from one course to another; and the absence 
of standards or criteria for the approval of educational institu- 
tions and training establishments. Authority for such approval 
was divided between the Veterans' Administration and State 
agencies, and funds for investigation of the new proprietary 
schools that mushroomed under the program were inadequate. 

Under these conditions, many veterans took courses of exces- 
sive length, or studied for occupations in which there was little 
demand for additional workers; there were many who used the 
"training benefit" for recreational or avocational courses, or 
simply because of the cash allowance so obtained, rather than 
because of a real desire for training. 

The readjustment allowance program, likewise, went far be- 
yond the normal limits of unemployment insurance. One step 
toward "maximum participationJy was the extension of benefits 
to self-employed persons, under conditions which permitted pay- 
ments to many veterans who had no real need for the benefits. 
In the unemployment allowance program, both the 52 week 
stretch-out of duration and the attempt to apply eligibility stand- 
ards different from those in State laws led to some excessive use of 
benefits. 

In  the loan program, the extension took a different form, as 
has been noted. Instead of limiting loans to 2 years, a period 
consistent with the concept of a transitional benefit to aid in 
readjustment, the extension to 10 years changed the program 
into a long-range housiing program for veterans. 

Amdments  To  Provide Safegaards a d  Prevent Abases Under 
Picblic Law 346 

Actual experience under the program created in 1944-45 soon 
showed that many features of the law were too liberal and open 
to misuse. Over the years from 1945 to 1952, there were wide- 
spread criticisms of specific weaknesses and loopholes in the 
program, and investigations such as those by the Teague com- 
mittee and the General Accounting Office showed that benefits 



were often being wasted or misused. To deal with these prob- 
lems, the law was amended about a dozen times. 

The purpose of several amendments was to prevent improper 
use of education and training benefits, to assure that the veteran 
received training of actual value to him, and to limit the use of 
the benefit solely as a source of income or as a disguised wage 
supplement. Among such changes were amendments establish- 
ing criteria for approval of' on-job training establishments 
(1946), prohibiting the payment of benefits for avocational and 
recreational courses (1948), granting authority to prohibit re- 
peated changes in course (1950), and setting standards for 
on-farm training (1947). 

In the area of readjustment allowances, corrective steps were 
taken by administrative action. These steps included more strict 
interpretation of "availability" requirements and a system of 
reinterviews for veterans who remained on the rolls for 10 con- 
secutive weeks, to determine whether they were actually available 
for work and willing to accept suitable jobs. 

Changes in the loan guaranty program between 1945 and 1952 
were primarily of three types : ( 1 ) making the mortgage loan 
more attractive to lenders and builders; ( 2 )  enabling moreveter- 
ans to participate in the program; and (3 )  protecting the veteran 
against inferior construction, loss of entitlement or the payment 
of hidden charges. The major changes of the first type were: 
addition of the incontestability clause relative to certificates of 
guaranty, issuance of advance commitments to guarantee pro- 
posed construction, changes in collection policies and in methods 
of claims settlement, and raising the guaranty amount. The 

change in the guaranty amount also enabled more veterans to 
participate, as did addition of the direct loan authority, extension 
of loan maturity, and Government secondary mortgage market 
operations. Changes which protected the veterans' interest were 
establishment of minimum construction standards with compli- 
ance inspection, improvements in appraisal procedures, and 
protection of the veterans' entitlement in the case of loss by fire, 
public condemnation, or other hazards. 

Program Changes Under the "Korealz" GI Bill 

Passage of Public Law 550 in 1952 permitted a general re- 
appraisal of the program, and the decisions of Congress were 
almost invariably in favor of safeguards and restrictions to pre- 
vent the use of benefits in ways not contributing to readjustment. 
Important changes in specific programs included : 

( a )  Replacement of the readjustment allowance program by 
an unemployment compensation plan based on the same stand- 
ards as the State laws. The potential maximum of 52 weeks 
was cut to 26 weeks. Self-employment benefits were eliminated. 

( b  ) Education and training benefits were made available only 
when they were related to a definite occupational or educational 
goal, and detailed safeguards and standards were written into the 
law, covering such new matters as the approval of accredited 
and nonaccredited courses and the operation of the on-the-job 
and institutional on-the-farm programs. In place of separate 
payments for tuition and for subsistence, which had contributed 
to some problems connected with proprietary schools, a single- 
payment plan was substituted. 

(c )  The loan guaranty program was extended to Korean vet- 
erans with no changes in operating procedures. The act, how- 
ever, provided for additional protectioq for all veterans in terms 
of planning and acceptability standards of housing projects. I t  
also gave the Administrator authority to refuse to guarantee loans 
involving builders or lenders who had previously engaged in 
practices detrimental to the veteran's interest. Nearly all changes 
in the program since 1952 have dealt with problems of mortgage 
credit or terms. The one exception was an amendment requiring 
that purchasers of new homes for which an advance certificate 
of reasonable value was issued must receive a builder's war- 
ranty that the construction was in substantial conformance with 
the plans and specifications. 

Coorda'mtion With  Programs Serva'lzg the General Public 
Readjustment benefits, like other veterans' programs, often 

deal with problems and services which are also covered by pro- 
grams serving the general public-in the fields of unemployment 
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compensation, education, housing and employment services. 
Two kinds of questions naturally arise as to how the programs 
for veterans should be related to others in the same fields. First, 
should veterans' programs be administered by the same agency 
that controls the "general" program, or by a separate veterans' 
agency? Second, how should benefit levels and eligibility condi- 
tions for veterans be related to those in other programs? Ex- 
perience under the two GI bills provides some guidelines for an- 
swering these questions. 

Administrative responsibility and coordination.-In early 
hearings on the GI bill there was much disagreement as to 
whether the new programs should be administered by the Vet- 
erans' Administration or assigned to the Federal agencies nor- 
mally responsible for similar activities. The final decision, 
except for the employment service program, was to centralize 
the new programs in the Veterans' Administration, which was 
expected to make some use of other agencies. At the national 
level, the Veterans' Administration became responsible for three 
new large-scale undertakings-in the fields of education and 
training, readjustment allowances and loan guarantees. I t  was 
required to recruit staff, develop operating machinery, and cre- 
ate the necessary policies and procedures independent of the 
Federal agencies which had experience in these fields. 

In  principle, this centralization of responsibility was intended 
to provide more efficient and better coordinated services to vet- 
erans. In practice, it created problems because veterans' pro- 
grams were not well coordinated with the operations of other 
agencies. Readjustment allowance operations, for example, 
were handled locally by State agencies, but the Federal agency 
which had well-established procedures for supervising such 
operations (the Bureau of Employment Security) was bypassed. 
In  the loan guaranty field, operations of the Veterans' Admin- 
istration program duplicated and were not coordinated with 
those of the general housing program. In education and training, 
State agencies had important responsibilities for approval of 
institutions, but no use was made of the established channels 
between such agencies and the Office of Education. 

Actual experience under the two GI bills suggests that at least 
two of the programs would have operated more effectively if 
handled by existing agencies. In the readjustment allowance 
program, decisions on eligibility and disqualification were based 
on different standards from those applicable under State laws, 
and some of the problems in this program were due to the result- 
ing tendency to treat veterans as a separate class. When Public 
Law 550 was enacted, the unemployment compensation program 
for veterans was transferred to the Department of Labor and 
integrated with the general Federal-State program. The results 
have been much more satisfactory than under Public Law 346. 

In  the loan guaranty program, the creation of a separate pro- 
gram for veterans seems to have had no positive advantages that 
could not have been achieved within a single Government home 
loan program providing suitable preferences for veterans. Du- 
plication of effort and discrepancies between the VA and FHA 
loan programs have added to the cost the veteran had to pay 
and to the total administrative burden, without producing spe- 
cial benefits. 

In the field of education and training the situation is less clear. 
Since no comparable program had existed previously, the Office 
of Education would have had to meet the same problems that 
the Veterans' Administration faced in building staff and develop- 
ing procedures. There were serious problems of Federal-State 
coordination under Public Law 346 which led to a number 
of amendments. Administrative arrangements under Public 
Law 550 were modified t3 reduce such problems. The Office 
of Education's established relationships with State educational 
agencies would have been an advantage in this area. In  future 
programs, it would seem desirable to make greater use of existing 
agencies and to utilize the permanent machinery for Federal- 
State cooperation in this field. 

Benefit levels and eligibility conditions.-Experience under 
the two GI bills has shown that the effectiveness of readjustment 
benefits may be impaired if benefit levels are unduly high, or 
if eligibility conditions depart too much from those under pro- 
grams serving the general public. This principle is seen most 



clearly in the readjustment allowance program. Public Law 
346 established a weekly benefit rate considerably higher than 
under most State laws, authorized benefit payments for periods 
up to 52 weeks, and included benefits for self-employed as well 
as unemployed persons. This benefit structure, going beyond 
the normal limits of unemployment insurance, encouraged some 
veterans to draw benefits for unduly long periods, instead of 
adjusting promptly to actual labor market conditions. The fact 
that eligibility and disqualification conditions for veterans were 
different from those for nonveterans also encouraged a feeling 
that the benefit was in some ways a right to which the veteran 
was entitled even if he did not meet the normal tests of 
unemployment. 

Other problems in the readjustment allowance program re- 
sulted from failure to take into account the benefit rights that 
veterans possessed under State laws. Veterans who had such 
rights were still free to draw readjustment allowances and 
usually did so because the rate was higher. Payments under 
these circumstances greatly increased the programs cost without 
contributing to readjustment. 

Benefit levels and eligibility conditions under the GI training 
program also encouraged some improper use of benefits. Since 
there was no requirement that training should be related to a 
definite goal, some veterans were encouraged to use benefits solely 
for the cash income they provided rather than because they met 
real readjustment needs. Under Public Law 550, use of benefits 
has been restricted more closely to eliminate such problems. 

Benefits under the loan guaranty program had a somewhat 
different impact. The easy terms led to use of discounts by 
lenders which often tended to cancel out the benefit theoreti- 
cally provided by a differential interest rate. Coordination 
with FHA programs was achieved only indirectly-through 
"competition" between separate housing programs-rather than 
as part of a unified housing policy. 

Conclusion.r.-From the problems encountered under Public 
Law 346 and from changes made by later amendments and in 
the program for Korean veterans, certain general conclusions 

may be drawn. First, readjustment programs for veterans should 
be integrated and coordinated as fully as possible with similar 
programs serving the general public. Programs should be 
planned well in advance to provide for the creation of necessary 
administrative machinery and suitable standards and procedures. 
Existing agencies should be used wherever their special knowl- 
edge or their established Federal-State relationships can con- 
tribute to more successful or more economical operations. 

Second, the level of benefits and conditions of eligibility, in 
programs providing cash benefits, should be reasonably consistent 
with those under programs serving the general public. Benefits 
should not be so high, nor available under such conditions, that 
the veterans is encouraged to rely on unemployment benefits in- 
stead of taking steps that will reestablish him in normal employ- 
ment, or encouraged to use "training" benefits as a source of 
income rather than as a means of advancing his skill or education. 

MAGNITUDE, TIMING, AND ECONOMIC IMPACT OF T H E  

READJUSTMENT B E N E F m  PROGRAM 

By any standard, the readjustment benefit program after 
World War I1 was one of the greatest efforts in human history to 
assure the well-being of millions of persons-most of the men of 
a generation. The GI bill alone provided direct payments to 
more veterans than had received benefits under all other pro- 
grams from Bunker Hill to Pearl Harbor. The total cost of 
readjustment benefits would cover all payments under the Fed- 
eral social security program to date, with a few billion dollars to 
spare. 

The data presented here measure the program's overall impact 
on veterans and on the Nation, the relative magnitude and timing 
of operations under different parts of the program, and the extent 
to which benefits were used when the need was greatest. Com- 
parative data on the' post-Korean program, also presented below, 
indicate how the use of such benefits is related to current eco- 
nomic conditions and demobilization trends. 



Overall Cost of Readjustment Benefits-World War II 

The total cost of the direct readjustment benefits to veterans of 
World War 11, including mustering-out pay and vocational re- 
habilitation, was about $24.5 billion. Of this total, cash bene- 
fits under Public Law 346 amounted to nearly $18.9 billion, of 
which about $14.5 billion was for education and training and 
$3.8 billion for readjustment allowances. (Table 1 .) The im- 

TABLE 1.-Total Eopenditure lor Readjustment Beneflta to Veterans of World 
War II and the Korean Conflict, Through Dec. 81,1955 

[Millions of dollaral 
I I 

Type of benefit and agenoy 
Veterans of Veterans of Total / I E$z I both w&s 

B.Muste*.g.ont~88:d'-- - - - - - - - - - - - - - - - - - -  1 4,026.01 1,l:a.: 6,1~.0 
0. Vocational reba itatlon (under Publlc Laws 16 and 884) (VA).. 1,69& 4 1,630.7 --- 

Total, all programs . . . . . - - . . . . -~~~- - - - - -~~~-~-~~~~~~- -~~~~~~~- -  24,488.8 2,686.8 27, I& 6 

1 Source: Veterans' Admloistratlon, Department of Labor, and Department of Defense. 
a Partly estimated. 

A. Beneflts under GI bllls: 
Education and training under Publlc Laws 346 and 6W) (VA). .- 
Readjustment allowance3 under Public Law 348 (VA). ......-.- 
Unemployment campensation under Publlc Law 6W) (Labor) ... 
Loan guaranty (VA) -..-.........-..--- -.-.---- -. --*.----------- 

Total GI bill programs -.---..-...---------------~.~~.~~~~~.~~ 

pact of the loan programs, which involved about $573 million 
in direct costs, is better indicated by the fact that loans guaran- 
teed at any time amounted to $3 1.8 billion, of which $17.2 billion 

$14 491.2 
3: 804.9 

..----...... 
673.3 

18, %9. 4 

represented the contingent liability of the Government. 
Mustering-out payments, which went to nearly every veteran, 

amounted to $4 billion-more than the total cost of the readiust- 

--- 
$1,236.8 

..........-. 
240.3 
9 10.4 --- 

1,486.6 

ment allowance program. Vocational rehabilitation costs were 
about $1.6 billion. 

$18 727 0 
3: 804: 9 
240.3 
683.7 

20,365.9 

The distribution of program costs over time (chart I) gives 
some measure of the impact of readjustment benefits during each 
postwar year and the shifting relative importance of specific 
types of benefits. Including mustering-out pay and vocational 
rehabilitation, the annual value of benefits paid rose sharply from 
about $230 million in fiscal 1945 (ending just before V-J Day) 
to more than $4.3 billion in the following year, and remained 
above $3 billion per year in each of the next 4 years. 

CIRRI I 

EXPEHOITURES FOR MAIOR READJUSTMENT BEHE F ITS- -  
VETERANS OF WORLD WAR I \  AND KOREAN CObFLlCT 

Billions f i s c a l  Y e a r s  1845-1955 Billions 
of Dollars of Dollars 
6.0 

Mustering-Out Pay 

Vocational Rehabilitation 
5.0 (P.L. 16 & P.L. 894) 

Loan Guaranty Program 
(P.L. 346 & P.L. 550) 
Education & Trainfng 
(P.L. 346 & P.L. 550) 

4.0 

3.0 

2.0 

1 .o 

O 1945 ' 46  ' 47  ' 4 8  '49 ' 5 0  ' 5 1  I 5 3  '53 ' 5 4  '55  

FISCAL YEAR 

Source: Veterans Administration, Department of Labor, and Depart- 
ment of Defense 

Within this fairly constant total, there were sharp changes in 
the relative magnitude of individual programs. (Table 2.) 

' In 194546, when most veterans were discharged, mustering-out 
pay (over $2.9 billion) and readjustment allowances accounted 
for nine-tenths of total cost. In the following year, mustering- 
out payments dropped sharply, readjustment allowances reached 
their peak, but education and training benefits were the most 

important sbgle program, accoun thg for a bout $2.1 bi{{ion 
in direct benefits. 



TABLE 2.-RnPWditUre8 POT Major Readlustment Benefits to Veterans of World 
War 11 and Korean Con$ict (Fhcal Yearn ending June 194545) 

[Millions of dollars] 

1 Source: Veterans AdmlnIstratlon, Department of Defense, Department gf Labor. 

GI beneflts under Publlc Laws 346 and 660 Vocational 

Beginning with the third postwar year (1947-48), mustering- 
out pay was of minor importance and readjustment allowances 
dropped steadily. Meanwhile education and training benefits 
under Public Law 346 reached $2.5 billion in fiscal 1948, re- 
mained above that level in the next 2 years, and continued at 
a rate of more than a billion dollars annually through fiscal 
1952. The cost of loan benefits, relatively low throughout, 
reached its peak in 195 1-52, while costs of vocational rehabilita- 
tion followed the same general trend as training under the GI 
bill. 

Unquestionably, this outpouring of purchasing power during 
the first postwar years had a substantial impact on the Nation's 
economy. In addition to meeting individual needs, payments to 
veterans helped to offset the drop in factory payrolls, and to 
maintain the high demand for goods and services. Whether this 
stimulus was needed is debatable, since heavy inflationary forces 
already existed in the form of wartime savings, and there was a . 
long pent-up demand for durable goods. More important is 
the fact that payments to veterans permitted them to share in the 
postwar prosperity and prevented the development of the ten- 
sions and resentments that were felt by veterans after World War 
I, who suffered heavily during the economic readjustments of 
that postwar period. 

1945.. .............. 
1946.. .............. 
1947.. .............. 
1948.. .............. 
1949.. .............. 
1950.. .............. 
1961.. .............. 
1862 
1863 ................ 
1964.. .............. 
18%. ............... 

Labor-Force Changes amd Unemployment 

The demobilization period was a time of major shifts and 
stresses in the civilian economy. Massive declines in employment 
did in fact occur, and the rate of demobilization was far more 
rapid than had been anticipated. For various reasons, the over- 
all volume of unemployment never reached expected levels, but 
most veterans returned to civilian life during a period of job 
scarcity and widespread unemployment. If all veterans had 
entered the labor force immediately, and other workers had not 
withdrawn, the total gap between jobs and labor supply a few 
months after VJ-Day might have been as high as 8 million, as 
the Office of War Mobilization and Reconversion had predicted. 

Throughout the early postwar years, a sizable proportion of 
World War I1 veterans were either unemployed or not in the 
labor force. The proportion dropped steadily, but represented 
one-fifth of all veterans at the end of 1946 and one-eighth of all 
veterans at the end of 1949. If the availability of GI bill benefits 
had not encouraged many veterans to attend school or take train- 
ing rather than seek jobs, their presence in the labor force would 
have further increased the impact of postwar unemployment. 

Relation of Program Operations to Demobilization Tremds 

The use of readjustment benefits was closely related to demo- 
bilization schedules and postwar changes in the civilian economy. 
When Public Law 346 was enacted in 1944, more than 12 mil- 
lion men and women were in the Armed Forces. Mass demo- 
bilization began in October 1945 and in each month through 
February 1946 more than a million veterans were discharged. 
By the end of 1946 nearly 14 million ex-servicemen were in 
civilian life. 

As this tide of demobilization reached its peak, the majority 
of the newly discharged veterans made use of at least one of the 
benefits provided by the GI bill. The number of veterans re- 
ceiving benefits for the first time under the readjustment allow- 
ance program followed the trend of separation from service. 
(Table 3.) About two-thirds of all veterans discharged after 

25 1 

23.6 
1,000.9 
1,447.9 

677.3 
509.6 
138.2 

8.4 
................................ 

24.4 
74.3 

106.7 

8.7 
350.6 

2,122.3 
2,488.9 
2,703.8 
2,695.7 
1,843.3 
1,325.4 

667.8 
644.1 
884.6 

. .  
6.2 

75.6 
64 .4  
40.0 
58.7 
90.1 

226.6 
168.6 
162.3 
163.5 

32.2 
1,366.7 
3,645.7 
3,240.6 
3,263.6 
2 , 7 9 2 6  
2,041.8 
1 , 6 6 2 0  

8W.8  
780.7 
024 7 

7.0 
38.0 

180.9 
333.3 
335.2 
272.3 
176.9 
97.9 
57.8 
41.3 
40.8 

193 
2,940 

492 
128 
58 
ze 

7 
3 

661 
269 
300 

232.2 
4,334. 7 
4 328.6 
3:701.9 
3 647.7 
d 0 8 3 . 9  
2,225. 7 
1,660.2 
1 469.6 
i 0 8 1 . 0  
1: 274.5 



TABLE 3.-Relationship Between Demobilization and First Use o f  Readjustment 
Benefits Under Public Law 546 

receiving some type of benefit. At the all-time peak in 1947, the 

LNumbers ln thousdnds] total was nearly 4 million. i 
t The percentage of all veterans in civilian life, who had received 

I I I -  

Source: Veterans' Adminhtmtlon. 

184s: 
Janusm-June .................................. ................................. July-December 

1946: 
.................................. January-Juue 

July-December ................................. 
1947: 

JanuamJuue--. ............................... 
............................... July-December.. 

1948: 
JouuamJune .................................. 

................................. July-Deeember 
1949 ................................................ 
1960 ................................................ 
1951 ................................................ 
1952 ................................................ 
1963-68 ............................................. 
Cumulative number of beneflelaries per 100 vet- 

erans in clvllian llfe: 
December 1946 ............................................ 
December 1946 ............................................ 
December 1947 ............................................ 
December 1950 ............................................ 
December 1962 ............................................ 
Dbcember 1965 ............................................ 

VJ-Day drew readjustment allowances, and more than 2.2 mil- 
lion first claimed benefits in the first 3 months of 1946. New en- 

Vetems recelvlng readjustment beneflts 
for 5rst tlme under Publlc L&w 346 benefits under each of the three major readjustment programs 

~ k s t  pay. Entrances at various dates is compared in chart 11. 
ments of re- into educa- Home loans 
l l w l i l u t  1 tlmand closed 
allowances tmlnlng C N I R T  II 

I 
I, Perlod 

-- 

493 
6 864 

4,354 
1, HI 

433 
384 

169 
144 
236 
-18 

56 
92 

-19 

rollments in schools or training reached their peak later, when 
large numbers entered for the 1946 fall term. Rises at the start 
of the spring and fall terms were repeated in later years. 

Net lncraase 
of veterans 
in C I V I I ~  

life 

Extent of Participation in the Three Major Programs 

The individual readjustment programs had their maximum 
impact at different times. The first problem that faced most 
veterans after discharge was the choice between obtaining a job 
and entering school or training. Many of those who sought jobs 
experienced some unemployment and others who planned to 

PERCENT OF VETERANS IN GIVILIAW LIFE wno HAD RECEIVED 
READJUSTNENT BEllEFlTS UNDER PUBLIC LAW 346 

C u r n u l a l i v e  T o t a l s ,  1945 thru 1955 
Percent Percent 

F i r s t  payments of 
readjustment r------,- 58% 
allawance #----- 

\.# 

Entered training 

1945 46 47 48 49 50 51 52 53 54 1955 
YEAR 

enter school took temporary jobs. Altogether, 8.9 million per- Altogether, about 58 veterans in every hundred drew readjust- 
sons drew readjustment a\\owances, but most of them did so only m a t  allowances; just over half used education or training; and 
br'iefiy . The largest number on the rolls in any week was about slightly more than one-fourth used the loan benefit. Most of 
'2.1 milion Uune 1946) . When GI school enrollments reached ose who drew readjustment allowances had done so by the 
a new high late in that year, more than 3 milYion veterans w d of 1946, while more than two-thirds of those who entered 

252 253 



education and training did so after that time. For most veterans, 
use of the loan guaranty program came considerably later-after 
they had found steady jobs or completed their educational 
programs. 

Number of Different Veterans Receiving Benefits Under Public 
Law 346 

About 4 out of every 5 World War I1 veterans received bene- 
fits under one or more of the three major programs created by 
the GI bill, and most of them did so within the first 5 years after 
VJ-Day. A sample survey by the Veterans' Administration, 
covering all benefits received through August 1950, found that 
11,683,000 veterans (74 percent of the number potentially 
eligible) had received at least one benefit. About two-fifths of 
the veterans (41 percent) had made use of only 1 benefit, 30 
percent had used 2 different benefits, and 3 percent had used 
all 3 programs-readjustment allowances, education and train- 
ing, and loan guaranty. 

Data on the distribution of the 11.7 million beneficiaries by 
type of benefits used show that most of those who used only a 
single benefit drew readjustment allowances. About one-third 
of all beneficiaries, or 23 percent of all veterans, were in this 
group. Those who used two benefits in most cases combined 
education and training and readjustment allowances. About 
one-third of all beneficiaries, or 24 percent of those eligible, used 
this combination. 

Through August 1950, the total amount of cash benefits under 
the Public Law 346 programs was more than $14 billion-about 
three-fourths of the eventual total. Since that time, about 
$4.6 billion has been paid out in additional benefits, mainly for 
education and training to veterans who had already entered 
training by 1950, and partly to those who entered the program 
relatively late. Since August 1950, the cumulative number of 
beneficiaries under the loan guaranty program, has risen from 
1.9 to 4 million, and the number who have used GI training 
has climbed from 7.1 to 7.8 million. 

While the total number of veterans who used loan benefits 
has more than doubled since 1950, many had previously used 
one or both of the other GI benefits. A rough estimate, based 
on a sample census in 1955, suggests that between 78 and 80 
percent of all World War I1 veterans have now participated 
under one of the Public Law 346 programs. About 38 percent 
have received only one benefit, including 18 percent who drew 
only readjustment allowances. About one-third of all veterans 
have used two benefits, including 21 percent who combined read- 
justment allowances and GI training, and about 1 veteran in 10 
has now used all three of the major benefits. 

Length of Time Between Discharge and Use of Benefits 
Use of benefits under the GI bill has extended over a longer 

period than was originally expected. Each of the major pro- 
grams permitted veterans to claim benefits after they had been 
in civilian life for fairly long periods-as late as July 1949 in the 
readjustment allowance program, up to 4 years after leaving 
service in the training program, and at any time within 10 years 
in the loan program. 

While most of those who used readjustment allowances filed 
their first claim within 6 months after leaving service, 10 percent 
of all beneficiaries entered the program more than 2 years after 
separation. Also, many of those who were drawing benefits after 
1947 had reentered the program after obtaining jobs of short 
or long duration. 

Entrances into school or training were spread out over many 
years. As late as fiscal 1949 and 1950, close to a million vet- 
erans per year were entering training for the first time. Use 
of the loan program, as already noted, has been largest during 
the last 5 years, since 1950. 

These facts suggest that though readjustment benefits were 
generally used as a transitional benefit soon after leaving serv- 
ice, a significant number of veterans entered the programs after 
the time when their readjustment needs were greatest.' 

'For discussion of this problem in elation to individual programs, see ch. IX. 



Adeqmcy of Entitlement-WorU War ZZ Program 

Most veterans used considerably less than the maximum 
amount of benefits available under the GI bill. The 1950 sur- 
vey showed that on the average, the 7.1 million veterans who 
used GI training had used only one-third of their entitlement, 
and only 4 percent had exhausted their entitlement. Among 
the veterans who received readjustment allowances, the average 
amount received was also equal to about one-third of maximum 
entitlement, and 14 percent had exhausted their benefits. Only 
11 percent of those who drew unemployment allowances drew 
the full 52 weeks of benefits, while 60 percent used less than 20 
weeks and more than half used less than 15 weeks. 

The amount of entitlement was not an important factor in 
the use of the loan guaranty program. More important fac- 
tors were the veterans' qualifications for meeting loan agency 
credit requirements, availability of mortgage money at the GI 
loan interest rate, and availability of homes (or farms or busi- 
nesses) the veterans could afford. 

For most veterans, the amount of benefits potentially available 
thus appears to have been more than adequate to meet their 
individual needs. 

Extent of Participation in the Program for Korean Veterans 

The Korean program has been in operation for only a little 
more than 3 years, and many Korean veterans have been in 
civilian life for relatively short periods, or are yet to be dis- 
charged. The number who have used benefits to date is there- 
fore only a fraction of the total who may do so. If experience 
under Public Law 550 to the end of 1955 is compared with opera- 
tions under the World War I1 program for a corresponding 
period, the percentage who have used unemployment benefits 
is only about one-third as great, largely because demobilization 
has been more gradual and has occurred in a time of relatively 
high employment. The proportion of veterans who have en- 
tered GI training, however, has been slightly higher under the 
Korean program, and the use of loan guaranty benefits, unex- 
pectedly, has been about as high. 

A sample survey of Korean veterans who left service before 
November 1955, covering all benefits received through February 
1956, showed that 42 percent had used at least 1 of the 3 major 
benefits-unemployment compensation, education and training, 
or loan guaranty. Most of the beneficiaries had used only a 
single benefit, while about 6 percent of the eligible veterans had 
used two or more different benefits. The percentage who used 
each benefit (slightly understated in the study) is shown below: 

Percentage of Korean Confiict Veterans W h o  Had Received Various 
Benefits Under Public Law 550 (through Feb. 29 ,1956)  

Participation under Public Law 550 Percent 

Total, all veterans of Korean conflict (separated through Oct. 31, of total 
1955) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  100.0 

. . 
Nonparticipants ....................................... 58.1 
Veterans who used 1 or more benefits ...................... 41.9 - - 

Used one benefit only; total .................................. 36.0 

. . 
Education and traning only .............................. 21.4 
Unemployment compensation only (UCV) ----------------- 10.9 
Loan guaranty only ................................ - - - -  - - 3.7 

Used 2 or more benefits, total ................................. 5.9 - 
Education and training plus UCV -------,-------------- ' 4.5 
Education and training plus loan guaranty 1.0 
Loan guaranty plus UCV ................................ .3 
All 3 benefits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 1 - - 

Total number of beneficiaries under each program : . . 
Education and traimng .................................. 27.0 
Unemployment compensation ............................ 15.8 
Loan guaranty ......................................... 5.1 

Other data show that about 30 percent of the eligible vet- 
erans had actually entered training by December 1955-a 
slightly larger proportion than had used such benefits under 
Public Law 346 through June 1947. The proportion of Korean 
veterans who had used the loan guaranty program (6  percent) 
was also about equal to the proportion who had used the World 



War I1 program through mid-1947. The use of UCV bene- 
fits, however, was only about one-third as great as at the same 
stage under Public Law 346, when nearly 50 percent of all 
World War I1 veterans had received readjustment allowance 
payments. 

RELATION OF GI BENEFITS TO VETERANS' READJUSTMENT NEEDS 
AND PROBLEMS 

More important than the overall magnitude of the program is 
the question of its suitability and effectiveness in meeting the 
actual needs of veterans. Was there a real need and justification 
for each of the three major benefits, and did the "package" of 
benefits meet the most important readjustment needs with rea- 
sonable adequacy? The answer to these questions depends on 
the characteristics of the veterans who were eligible for benefits, 
the nature of their problems during readjustment, and the extent 
to which various kinds of veterans made use of various benefits. 

Younger Veterans Made Greatest Use of Benefits 

In general, both the need for education and training and the 
need for unemployment benefits were greatest among the younger 
veterans. They were most likely to have entered service before 
completing their education, and least likely to have formed defi- 
nite; job attachments or acquired skill or experience which would 
help them to obtain new jobs. 

Most veterans of World War I1 were in this younger group. 
Most of them were unmarried, and many had held no regular 
iob before entering service. In general, those who had held jobs 
were in relatively unskilled occupations. Some of the key facts 
on use of benefits by younger and older veterans are these: 

1. Of the World War I1 and Korean veterans who were in 
civilian life in October 1955, 52 percent had left service before 
reaching their 25th birthday; most of these had entered service 
either in their teens or early 20's. Another 25 percent were 25- 
29 years old when they left service, and only 23 percent were over 
30 years of age when discharged. 

2. Use of the various benefits of the GI bill varied considerably 
among veterans in different age groups. A sample study in 1950 

showed that from 83 to 86 percent of the veterans in the two 
youngest groups (under 20 or 20-24 years old in 1945) had used 
at least one major benefit under Public Law 346, while barely 
half of those who were 35 or over had used benefits (chart 111). 

C H A R T  Ill 

PERCENTAGE OF VETERANS, B Y  AGE GROUP, WHO RECEIVED 
R E A D I U S T M E N I  BEUEFITS UNDER P U B L I C  LAW 3461' 

THROU6W AUGUST 31. 1950 

Percent of 0 Used only one benefit Percent of 
World War I1 Used more than one World War I1 
Veterans benefit Veterans 

Under 20-24 25-29 30-34 35 Yrs 
20 yrs years years years & over 

AGE IN 1945 
1/ Based on use of following benefits under P.L. 346: Readjustment 

allowances, Education and Training, or Loan Benefits. 

; 3. From 41 to 45 percent of the veterans in the two youngest 
age groups had used 2 or more of the 3 major benefit-usually 

: both education and training and readjustment allowances. Only 
12 percent of those in the highest age group had used two or more 

1 benefits. 
I 



4. The younger veterans thus represented an even larger pro- 
portion of those who used readjustment benefits than of the total 
veteran population. Those who were less than 25 years old in 
1945 accounted for 59 percent of the total who used education 
and training, 54 percent of those who used readjustment allow- 

ances, and 65 percent of those who used both benefits. Loan 
guaranty beneficiaries, on the other hand, were concentrated 
in the 25-29-year-old group. The age distribution of all World 
War I1 veterans, and of those who used various benefits, through 
August 31, 1950, are compared in the following table: 

I / V N m  who used speclilc benefits 

Age In 1045 

--- 
undm 20- ----.---------------.7.-..--- 

2 ~ 4 -  - .- ------- ----- -- - -----. - - -- - ---. 
25-28.. .- -------.----------------. ---. - 
a m - - . -  -----------*---.---------.--.. 

36 and over -.... .----------.--..-.-. -- 11 
I I I I I 

Includes veterans who also used other benetits. 

Relation of Readjustment Needs to Preservice Edmation a d  
Experierzence 

To obtain a better understanding of veterans' readjustment 
needs and of the characteristics of those who used various bene- 
fits, the Commission undertook a special survey, through the 
Bureau of the Census, in October 1955. The survey showed that 
veterans' readjustment problems, and their use of specific 
benefits, were closely related to their occupational and educa- 
tional status before entering service. Among the findings re- 
garding World War I1 and Korean conflict veterans were these: 

1. About one-fourth of all veterans, and more than one-third 
of the younger veterans, were not engaged in full-time employ- 
ment before they entered service. About 19 percent of those 
who used GI training were in high school before entering service, 
and 11 percent in college. 

2. Most veterans had little or no prewar experience in jobs 
requiring extensive skill or training. In addition to the 25 per- 
cent who were in school or not in the labor force for other reasons, 
36 percent had worked only in unskilled, semiskilled or service 
occupations, and 11 percent as clerical or sales workers. Less 
than one-fourth of all veterans had held jobs which might be 
assumed to represent their final occupational goal-as profes- 
sional and managerial workers, as craftsmen, or as farmers. 

3. While nearly half the veterans went back to prewar occupa- 
tions, many shifted into new occupations after leaving service. 
About 37 percent returned to work with a prewar employer, and 
9 percent took similar work with another employer. About one- 
third of the younger veterans had no previous job to return to, or 
wanted to continue education or training. About one-fifth de- 
sired to enter a new occupation for other reasons. 

4. Use of readjustment benefits was greatest among veterans 
who were attending school before they entered service. Among 
those who went from school into service, 82 percent used some GI 
benefit and 69 percent took GI training. Among those who were 
in college before service, 82 percent took training and 90 percent 
received some benefit under Public Law 346. 

5. Many of the veterans who did not use GI benefits were men 
who were working before entering service in jobs of a fairly high 
level. Only 30 percent of those who had been managers and 
proprietors, and 39 percent of those who had held full-time jobs 
made use of training benefits. 

6. While 7 out of every 10 veterans obtained regular jobs 
within 6 months after discharge, about 22 percent did not find 
steady work within the first year, and 13 percent entered their 
first regular job after more than 2 years had elapsed. Among 

those who were less than 25 years old a t  discharge an even larger 
proportion did not find work within a year. 

7. For many veterans, education or training under the GI 
bill was an important factor in eventual readjustment. Of those 
who spent 30 months or more in training, 52 percent feel that 
they could not have obtained their present jobs without such 



training, and another 25 percent use the training "a great deal" 
in current jobs. 

8. A significant proportion of those who took training (28 per- 
cent) are not using it in their present jobs, but u s  of training is 
greater for those who trained for longer periods. About 82 per- 
cent of those who trained for 19 to 30 months, and 93 percent 
of those who spent over 30 months in training, make some use 
of it in their current work. 

9. The home loan benefits were not used to any great extent 
until the veteran was married and had reached a substantial 
income level. Over 80 percent of those who used loans by 1955 
were married. The median annual income of married veterans 
who used the loans was almost $5,000, nearly $1,000 higher than 
that of married veterans who did not use the loan. 

Conclusions 

From these and other facts on the characteristics and postwar 
experience of veterans, several important conclusions may be 
drawn : 

1. Many veterans had a real need and desire for the assistance 
provided by unemployment benefits and education and training. 
Data on employment experience and preservice status make it 
clear that use of such benefits, by younger veterans in particular, 
was related to real needs, and that the benefits contributed to 
readjustment. 

2. The home loan benefit was leu directly related to the im- 
mediate needs of the younger veteran, but was useful to those 
who had already completed their education, formed firm job 
attachments, and were ready to establish homes. 

3. The age distribution and other characteristics of World 
War I1 veterans indicate that all three of the major GI benefits 
were suitably related to their needs under the conditions that 
existed in the demobilization period. There is less evidence 
that the provision of the loan benefit to Korean veterans was 
necessary as a "readjustment" benefit; its provision must be justi- 
fied mainly on grounds of equal treatment with that accorded to 
World War I1 veterans. 

Suitability of Specific Beaefits U n d ~  Diflering Conditions 
Clearly, readjustment benefits in any period should be related 

to current conditions which affect the need for benefits or their 
economic impact. The most important of these conditions are 
the size of the Armed Forces, rate of demobilization, and eco- 
nomic and employnent prospects during the readjustment 
period. 

Rapid demobilization, which pours millions of veterans into 
civilian life in a relatively short period, may greatly increase the 
problems of the individual veteran, and may also tax the capacity 
of civilian society to absorb discharged veterans as a group. 
Under such conditions, education and training programs which 
encourage substantial numbers of veterans not to enter the labor 
market and liberal unemployment benefits may be of value. In 

periods of fairly full employment or expanding business activity, 
the need for such benefits is reduced, and they may have unde- 
sirable effects in terms of inflation and labor supply. 

Other factors to be considered in determining the kind and 
amount of benefits to be provided include the characteristics of 
the veterans involved, the extent to which their needs can be met 
by programs serving the general population, and the possible 
value of specific programs in terms of national interest. 

Comparison of experience under Public Laws 346 and 550 
shows that the use of specific benefits was affected in different 
degrees by current economic trends and rate of demobilization. 
The me of unemployment benefits was most affected. Use 01 

education and training appears to be largely independent of 
current conditions, and is more closely related to the age distri- 
bution of the veteran population and the extent to which their 
education and training was interrupted by military service. 
However, in the below-college courses, enrollment tended to rise 
in periods of unemployment. 

Marked differences between conditions existing in the World 
War I1 and post-Korean periods were only partly reflected in 
changes in the readjustment benefit structure. The less liberal 
unemployment benefits were in line with current labor market 
conditions, and training benefits were restricted more closely to 



programs really contributing to individual adjustment. On the 
other hand, the payment of subsistence allowances to persons 
working full-time (those in on-job and on-farm training) is 
hard to justify under conditions of full employment; and the 
provision of loan benefits identical to those for World War I1 
veterans was largely a carryover from the World War I1 pro- 
gram. Since no housing shortage existed, and most Korean 
veterans were too young to use the program soon after discharge, 
the benefits had little bearing on readjustment needs or national 
economic requirements. 

The Commission believes it is vitally important, in this field, 
that future programs should not simply copy past patterns, but 
should exploit all that can be learned from past experience. 

I 

RecommmdaJon No. 41 

In case of future codicts which lead to readjustment beneiit 
programs for war veterans, full and careful attention should be 
given to adjusting such programs to fit the conditions existing at 
that time. Benefits should be consistent with veterans' needs, 
but current economic conditions and probable economic effects 
should also be taken into account. Since conditions differ, there 
is no sound reason for giving exactly the same "package" of bene- 
fits to each new group of veterans merely because it was given to 
a former group. 

EFFECTIVENESS AND SIGNIFICANCE OF THE READJUSTMENT 

BENEFlT PROGRAM AS A WHOLE 

, For future policy, it is important to appraise the effectiveness 
I 

and adequacy of the GI bill benefits as a whole. The key ques- 
tion is whether this program, providing benefits in proportion to 
individual need, has met the Government's obligation to non- 
disabled veterans. 

Readjustment Benefits Versus a Possible Bonus 

Early hearings on the GI bill contain many references to the 
possibility of providing some form of "adjusted compensation" 
(or bonus) for veterans of World War 11. Proponents urged 
that such payments, based on length of service and overseas ex- 

perience, were in line with the tradition of "equal treatment for 
all veterans." Some spokesmen of service organizations were 
also concerned that readjustment benefits, mustering-out pay in 
particular, might be construed as eliminating the need for "ad- 
justed compensation." Few realized, when the GI bill was being 
drafted, that it would provide most veterans with direct benefits 
(including mustering-out pay) as great or greater than the early 

c c  bonus" proposals. 
As Congress studied the problem it concluded that benefits 

proportional to need, and related to, the severity of individual 
readjustment problems, would be more valuable to veterans than 
any form of adjusted compensation. Such benefits would ac- 
tually, in most cases, be a better way of achieving the real objec- 
tives of the "bonus." Eventually, the prevailing view was that 
readjustment benefits were not only distinct from a "bonus," but 
would also probably eliminate the need for adjusted compensa- 
tion. In its report on S. 1767, the Senate Finance Committee 
stressed that: 

This bill is admittedly more extensive and generous in its benefits to 
returning veterans than any bill previously introduced as to this or any 
other war. We believe that this is entirely justifiable in view of the 
character of service in this war. 

The general purpose of the bill as amended is stated in the title, 
"to provide Federal Government aid for the readjustment in civilian 
life of returning World War I1 veterans." * * * I t  is the view of the 
committee that the enactment of this bill will render unnecessary any 
consideration of adjusted compensation, and that the benefits provided 
by the bill, if enacted into law, will be of greater advantage to veterans, 
at a lesser expense to the Government, than could possibly be accom- 
plished by an Adjusted Compensation Act, at least under factors 
known or readily foreseeable at this time. 

One provision that appeared to anticipate some kind of bonus 
for World War I1 veterans was contained in the original GI bill. 
A House amendment provided that if "an allowance in the na- 
ture of adjusted compensation, or adjusted-service pay" were 
authorized later, benefits under the GI bill should be deducted 
from the adjusted compensation. This provision was dropped 
when the GI bill was first amended, late in 1945, by Public Law 



268. Since then, there has been no serious discussion of "ad- 
justed compensation" for World War I1 veterans and in drafting 
a program for Korean veterans it was taken for granted that 
readjustment benefits were the most effective way of meeting 
their needs. 

This background has led the Commission to explore a number 
of important questions: How well have nondisabled veterans 
succeeded in reestablishing themselves in normal life, and how 
fully have they been able to overcome any disadvantages result- 
ing from their service in &he Armed Forces? To what extent 
is their success in readjustment related to their use of readjust- 
ment benefits? Have the net results of the program been suffi- 
cient to justify its cost? Answers to these questions bear upon 
future policy in two ways: They will indicate whether the Gov- 
ernment, by making such benefits available, has fully discharged 
its obligation to nondisabled veterans, or whether there is a re- 
sidual obligation to provide future benefits. And they will 
indicate whether similar programs, or something different, 
should be provided in case of future conflicts. 

Present Status of Veteraas 

The Commission has made a number of special studies to 
determine how the present status of nondisabled veterans com- 
pares with that of nonveterans in similar age groups, and with 
the veterans' own position before entering service. I t  has con- 
sidered, in particular, information on veterans who are now 
25-34 or 35-44 years of age, who constitute the overwhelming 
majority of those who were eligible for GI benefits and of those 
who actually used them. Among the most important findings 
are these : 

1. From data presented in chapter 111, it is clear that the eco- 
nomic status of veterans compares favorably with that of non- 
veterans of similar age. The veterans' average incomes are 
higher, and the margin in their favor is increasing. Veterans 
are more likely to be in those occupations-professional, man- 
agerial and skilled-which generally are associated with higher 

incomes and higher social status. In t e r n  of educational attain- 
ment, home ownership, regularity of employment and other fac- 
tors that measure economic status, the veteran is in a relatively 
favorable position. 

2. The margin in favor of the veteran, in general, is greatest 
in the age group (now 25-34 years of age) that contains the 
World War I1 veterans who were youngest at the end of the war, 
and who made the greatest use of GI  benefits. Within this 
group, moreover, the average income of those who used training 
benefits is higher than for those who did not. 

3. The veteran's higher average educational attainment is 
definitely linked with his use of GI training. The benefit was 
used most by veterans whose education was interrupted by entry 
into the service, but many who had left school earlier also desired 
to use the postwar opportunity for further study or training. 

4. Veterans who used GI training are much more likely to-be 
in professional and managerial jobs, and much less likely to be in 
lower-level jobs, than those who did not take training (chart 
IV) . 

5. Part of the favorable showing of those who used GI 
benefits is, of course, due to differences in background or ability, 
which might have permitted the group to make better progress 
even without the GI bill. However, comparison of the status of 
trainees and nontrainees who had the same preservice status 
(in terms of occupation and years of school completed) indicates 
that those who used training are in general better off today than 
veterans of similar age who did not. 

6. It  is clear that the loan benefits have a direct relation to 
the relatively high rate of home-ownership among veterans. 
Nearly 3 out of 5 married veterans own their homes. About half 
of these veterans have used the loan program. 

Conclusio7as 
From these facts and from the general history of the program, 

several important conclusions seem justified : 
1. T h e  main obligation of the Government to nondisabled vet- 

erans is to assure their successful reintegration into civilian life. 
Readjustment benefits, which give differing amounts of aid to 



RELATIONSHIP BETWEEN PRESENT OCCUPATION 
A N I  USE OF "61" TRAINING BENEFITS 

( V e t e r a n s  t l  W o r l d  War II and  N o r e a n  C o n l l i c t )  

Veterans who used training 
Beterans t h o  did not use training 

occupation in year PERCENT DISTRIBUTION BY OCCURTION. 1955 ' 
Ending Sept. 1955 0 10 20 3 0  4 0  

Professional, 28.2% 
Technical and 
Managerial Workers 

I 

Farmers and 
Farm Workers 

I 

Clerical and 14.2% 
Sales Workers 14.5% 

Craftsmen and 0.2% 
Klndred Workers 
(Skilled) 22% 

Operatives, 
Laborers and 
Service Workers 

0 10 2 0  3 0  
PERCENT DISTRIBUTION BY OCCUPATION, 1955 40 I 

Source: Bureau of the Census, Special Survey of Veterans, Oct. 1955. 

individual veterans according to their needs, were provided as 
a better way of accomplishing this goal than would have been 
the payment of adjusted compensation to all, in amounts unre- 
lated to their needs. 

2. The Government's obligation to the nondisabled veteran 
should be discharged at the time when the aid is needed most- 
soon after service-rather than by benefits in later life, such as a 
bonus or pension.-Successful readjustment should put the vet- 
eran on an equal footing with nonveterans, or an advantageous 
footing, and eliminate the need for treating the veteran as a 

handicapped citizen throughout his lifetime. Effective readjust- 
ment benefits should accomplish their purpose within a limited 
period. 

3. As a group, the veterans for whom t-he GI bill was created 
have reestablished themselves successfully in civilian life.-For 
the veteran population as a whole, the benefits provided have 
clearly more than balanced any handicaps resulting from military 
service. The individuals who made only limited use of the 
benefits were largely those who had the least difficult problems 
of readjustment, and varied and useful benefits were available to 
all veterans who needed and desired them. I t  follows that the 
readjustment benefit program has discharged the Government's 
obligation to nondisabled veterans as a group. 

4. The present position of World War II veterans makes it 
certain that, as a group, their earnings and progress in future 
years will permit them to maintain their advantage.-This will 
mean, among other things, that most veterans will acquire more 
savings and qualify for larger retirement pensions (under OASI 
and private pension plans) than nonveterans. From this it 
follows that, as a group, the veterans of World War I1 have no 
special needs that would justify the payment in later years of a 
bonus, or of non-service-connected disability pensions which are 
retirement pensions in disguise. 

The favorable economic position of veterans has one other 
interesting implication. Further benefits to veterans, in large 
part, will represent a redistribution of income between different 
groups of veterans. As a relatively high-income group, making 
up a large part of the labor force, veterans a decade or two from 
now will make up the group contributing most to Federal rev- 
enues, at least on a per capita basis. 

5. I t  is clear that the readjustment benefit program made a 
1 greater contribution to the successful readjustment of veterans 

than would have been made by any system of uniform payments 
: to all veterans.-Despite some defects which permitted misuse 

or unwise use of benefits, the use of benefits was generally geared 

1 to individual need, and those whose readjustment problems were 
I greatest received most help. 
i 
I 



GENERAL CRITERIA FOR SOUND READJUSTMENT BENEFITS, AND 

RECOMMENDATIONS FOR FUTURE PROGRAMS 

From the overall record described above, and from more de- 
tailed studies of individual programs (see chap. IX) it is possible 
to outline a number of basic criteria to which a completely con- 
sistent program of readjustment benefits might be expected to 
conform. These criteria can be applied both in appraising past 
and present programs and as a guide to future policy. Neither 
the first nor second GI bills could be expected to embody per- 
fectly any such set of general principles, because of their experi- 
mental nature. The trial and error process by which the pro- 
gram was improved over the years, however, was a good practical 
laboratory for testing the advantages and disadvantages of 
various approaches. 

While the present program (Public Law 550) does not fully 
conform to the criteria outlined below, the Commission has not 
been mainly concerned with possible changes in that program. 
Instead, it has sought to identify principles that provide a basis 
for planning sound programs for possible future needs. These 
principles apply equally to a period of limited hostilities, such 
as the Korean conflict, or to a period of mass demobilization as 
in World War 11. In case of an all-out atomic war, conditions 
might be sufficiently different to call for a different approach, 
since civilians might suffer equally with the Armed Forces and 
there would be few grounds for distinguishing between the needs 
of veterans and civilians. 

Recommendation No. 42 

(a)  In developing readjustment benefit programs for veterans 
of possible future conflicts, the following basic principles should 
be applied as fully as possible, taking into account the specific 
economic conditions that exist, the level and nature of mobiliza- 
tion, and the characteristics of the veterans affected. 

(b )  Readjustment benefits should assist the individual veteran 
in meeting specific problems which result from his service in the 
Armed Forces or from conditions affecting his return to civilian 
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life. A variety of benefits will be needed because individual 
problems will differ. 

Provision of a varied range of benefits does not mean, however, 
that there should be benefits for everyone. Except for muster- 
ing-out pay at separation, no contribution to readjustment is 
made by providing benefits that do not actually contribute to 
readjustment, simply to assure that every veteran will receive 
something. Varied benefits should be available, not with the 
expectation that each will be used by all, but to assure that each 
major ~ansitional problem that may affect a sizable number of 
individuals is provided for. 

(c) Readjustment benefits should be used during the period in 
which the veteran is reestablishing himself in civilian life. Bene- 
fits that are used after this readjustment is completed are not, in 
any real sense, readjustment benefits; and benefits that are avail- 
able over too long a period may actually discourage the veteran 
from taking steps, or making decisions, which are needed for his 
readjustment. 

( d )  The length of the readjustment period may differ from one 
benefit to another. While the time limit for use of various bene- 
fits should differ, each should be available only during the period 
in which the veteran has distinctive problems related to his  an- 
sitional needs. In general, special unemployment benefits for 
veterans are justifiable only during a relatively short period after 
discharge, and should cease as soon as the veteran has had a rea- 
sonable opportunity to acquire rights under the regular unem- 
ployment insurance system. Effective use of education and train- 
ing benefits may require a longer period, and the possibility of 
using loan benefits may not exist until after the veteran has solved 
more pressing problems covered by other benefits. 

( e )  The adequacy of the overall readjustment benefit program 
is measured not by the actual use of benefits by a given veteran, 
but by the fact that a comprehensive range of possible benefits is 
made available to him. Both the veteran who needs little assist- 
ance and the one who needs several types of aid are adequately 
semed if benefits suited to their needs are at their disposal. 



( f )  A readjustment benefit program should include adequate 
safeguards to assure that the benefits actually serve a bona fide 
readjustment purpose. Such safeguards should not be car- 
ried to the point where they deprive the veteran of a reasonable 
freedom of choice--but that freedom should be exercised within 
limits which assure value received, in terms of the veteran's 
immediate needs or future progress. The exact nature of such 
safeguards will ditrer from program to program, and can best be 
discussed in connection with specific readjustment benefits. 

(g )  The level of benefits, and the amount of assistance poten- 
tially available, should be adequate but not excessive. Benefits 
should meet the real readjustment needs of veterans, but not be so 
generous that the veteran is encouraged to use benefits solely for 
the income they provide. Benefit levels should be in line with 
those of similar programs serving the general public. 

Chapter IX 

REVIEW AND APPRAISAL OF THE MAJOR 
READJUSTMENT BENEFIT PROGRAMS 

The major readjustment benefit programs for veterans of 
World War I1 and of the Korean conflict have been analyzed in 
detail in st& reports of the Commission. Each major program 
has affected millions of veterans, played a role in their return to 
normal life as citizens and wage earners, and inevitably has had 
an impact on programs serving the general public in the same 
important fields. This chapter will summarize the major find- 
ings regarding each of these programs and will present the Com- 
mission's appraisal of their effectiveness, with some recommenda- 
tions on how existing programs might be improved and strength- 
ened. The three major benefits created by Public Law 346 and 
Public Law 550 are separately discussed in the first three sections 
below, and a final section deals with various other benefits con- 
tributing to employment or reemployment. 

READJUSTMENT ALLOWANCES AND UNEMPLOYMENT 

COMPENSATION FOR VETERANS 

In this field, the program for veterans of World War I1 differed 
greatly from the program for Korean-conflict veterans. Because 
of these basic differences, the two programs must be considered 
separately. 

The World War ZZ Readjustmetat AZZowa~ce Program 

The servicemen's readjustment allowance program under the 
1944 GI bill-generally known as the SRA program-went far 
beyond original proposals to provide the equivalent of unem- 



ployment compensation for veterans. The program finally en- 
acted, in title V of Public Law 346, provided for readjustment 
allowances of two distinct types: A weekly unemployment benefit 
of $20, payable for as long as 52 weeks to unemployed veterans, 
and a self-employment allowance of $100 per month (less net 
income) for veterans whose income from full-time work on their 
farms or businesses amounted to less than $100 per month. This 
latter benefit could continue for 10.4 months. The benefits could 
be used at any time within 2 years after termination of the war 
(i. e., through July 1949)) and many veterans drew benefits as 
much as 3 or 4 years after their return to civilian life. 

Both the 52-week limit for unemployment payments and the 
creation of benefits for the self-employed caused many difficul- 
ties and criticisms later. In dealing generously with every vet- 
eran who experienced unemployment or low income during 
self-employment, Congress created a program which was hard to 
administer and subject to misuse by a minority of veterans. 

Another weakness of the program was that it disregarded any 
benefits that the veteran had under State unemployment com- 
pensation laws. Some returning veterans had a right to benefits 
based on previous civilian employment, since many States had 
frozen the benefit credits acquired before entering service, and 
others soon acquired such rights by working in insured civilian 
jobs after discharge. The veteran was not required, however, 
to claim the State benefit, but was free to claim the readjustment 
allowance instead. Since most State benefit rates at that time 
were below $20 per week, most veterans chose the SRA benefit. 

Magnitude of tbe World War ZZ Program 

The readjustment allowance program did, in fact, provide an 
indispensable first line of defense against economic want to mil- 
lions of veterans. Altogether, more than 9.7 million different 
individuals filed claims to establish their eligibility under the 
program, and more than 8.9 million (58 percent of all eligible 
veterans) received payments. The total value of the benefits 
paid amounted to more than $3.8 billion. Of those released 
after VJ-Day, more than two-thirds received at least one 
payment. 

r 
i Most beneficiaries used the benefit for only a limited period, 

and in a manner clearly consistent with the law's objectives. 
Nevertheless, the law had some consequences that were not antic- 
ipated, and there was much criticism of abuses, apparent or real. 
These problems can best be considered separately in connection 
with the unemployment and self-employment phases of'  the 
program. 

Operations under these separate phases of the program are 
compared in table 1. Of the veterans who received at least 1 

TAELE 1.-Nummarg of Operations Under the Readjustment AZlowance Progrm 
For World War  I1  Veterans, With Comparative Data m UnmpZopent  Bme- 
flts and Self-Dmployment Allowames 

Cumulative totals through Dec. 31, 1966 

Item or activity 

lw.U I 
Ddlu value (milIions) ....- -. ... ..-. .... -... .... .. . . --;. . -1 $3,8% 1 

Veterans who exhausted entitlement: 
Number(thousands) ..........--.............-...---.-..--- 
Exhaustion ratio (exhaustions per 100 beneflciarles) -. - - ... 'iZ 

Average beneflts paid per beneficiary: 
Dollars per beneficiary ... . ..... ~.-.-....-----.-------.- $4211 64 
Weeks of entltlement used per beneflieary. .. .....-------- 21.4 
Average benefits as percent of potential maximum ($1.040). 41.2 

1 Source: Veterans' Administration-Bummw tables prepared for President's Commisdon on V e t 8 ~ 8  
Pensions. 

9 Totals represent the number of vetersns whoae flrst beneflt oheck was issued under the unem loyrnent 
or sell-employment program. Since some veterans s!~ilted @tween programs, the totalnumber ordi~rent  
Individuals who received each type of benefit was slightly hlpher thm the total shown. 

readjustment allowance payment, just over 8.2 million (92 per- 
cent) drew unemployment allowances, while about 701,000, or 
8 percent, received self-employment allowances. The average 
self-employed beneficiary, however, drew benefits over a much 
longer period. As a result the total cost of the self-employment 
program was 15.5 percent of the total for both programs com- 
bined-amounting to $591 million as compared to $3.2 billion 
for unemployment allowances and $3.8 billion for both programs. 



The Ultemploymertt Allowame Program (Public Law 346) 

The unemployment allowance program was widely criticized, 
particularly in the States where many veterans drew benefits for 
extended periods. A feeling developed that the SRA program 
had been a gravy train, and that many veterans were drawing 
benefits without seriously trying to find work. The term "52-20 
club" found a place in American folklore as a term describing a 
Government subsidized vacation for young men who should have 
been out working or looking for work. 

Much of this criticism was unjustified, and resulted from exag- 
geration of exceptional cases, or from misunderstanding of the 
law. Most veterans used the benefit only during bona fide un- 
employment, but prohlems did occur. There were some who 
drew benefits for long periods, without seriously seeking work; 
others who were available only for kinds of work that did not 
exist in the community; and others, especially in rural areas, 
whose availability could not be tested because no job openings 
existed locally. These problems car1 best be understood in terms 
of the following factors: 

Current economic conditions.-The program's peak opera- 
tions occurred under abnormal labor market conditions. Be- 
cause of mass demobilization and a sharp decline in civilian 
employment, relatively few jobs were available in early 1946, 
when most veterans first claimed benefits. Chart I, which com- 
pares the trend of claims under the SRA program and under 
State unemployment insurance laws, shows that unemployment 
among nonveterans was also high in the early postwar years. 

Special problems of veterans.-Unemployment allowances 
were used mainly by the younger veterans, most of whom had 
little previous experience in civilian jobs. Three out of ten had 
gone from school into service, and most of the others had worked 
in relatively unskilled occupations-as semiskilled operatives, 
laborers, clerical and sales workers, or as service workers. The 
unemployed veteran was forced to compete with nonveterans 
who had held jobs more recently, and often had more to offer in 
the way of experience and skill. 

CHART I 

NUMBER OF P E R S O N S  R E C E I V I N G  UNEMPLOYMENT B E N E F I T S  
UNDER T H E  READJUSTMENT ALLOWANCE PROGRAM A N D  
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Source: Veterans Administration and Department of Labor 

Imperfect coordination with State programs.-Responsibility 
for the program, at the national level, was assigned to an agency 
which had no previous experience in the field, and the eligibility 
and disqualification conditions that applied to veterans were dif- 
ferent from those under State unemployment insurance pro- 
grams. Veterans, like other claimants, were required to be able 
to work and available for work, and were subject to disclualifica- 
tion for voluntary quitting or refusal of work without good cause ; 
but these standards had to be interpreted by the Veterans' Ad- 
ministration, and often did not conform to State interpretations. 
The result was a natural tendency to think of the veteran as being 

Data plotted represent average weekly number 
of "continued claims" (for completed weeks of 

unemployment during each month) 



subject to different rules from those that applied to other 
claimants. 

Difficulty in applying usual standards to veterans.-Even 
where the same rules applied in theory, it was often hard to inter- 
pret them in specific cases. Decisions as to what constitutes 
"suitable work" or "good cause" for refusing a job normally 
take into account the claimant's recent work history. The vet- 
eran had been out of civilian life for several years, often had 
acquired new experience and training, and was likely to have 
a new employment goal. In addition, unlike the workers covered 
by State programs, many veterans lived in rural areas where 
employment opportunities were scarce. There was much less 
possibility of testing availability for work by an actual job offer, 
in such cases, than in ordinary unemployment compensation 
programs. 

Under the circumstances it is not hard to understand why some 
veterans drew benefits over long periods. More striking is the 
fact that the great majority did not. The average beneficiary 
drew slightly more than 19 weeks of benefits, and those who ex- 
hausted their entitlement were only 1 1.4 percent of the total who 
drew benefits. 

Measures to prevent extended use of benefits.-Early in the 
program, when few civilian jobs were available, there was a 
tendency in many areas to apply the eligibility rules to veterans 
with undue liberality. When it became evident in mid-1946 
that some veterans were refusing to consider the jobs actually 
available in their community, corrective action was taken. Any 
veteran who drew benefits for 10 consecutive weeks was inter- 
viewed and received counseling; refusal to consider jobs that 
the agency deemed suitable could then lead to disqualification. 
From that time on, there is little evidence that the eligibility 
standards applied to veterans were substantially less rigorous 
than those for other claimants. 

Individuals using various amounts of benefits.-Over the en- 
tire history of the program, few beneficiaries stayed continuously 
on the rolls for excessively long periods. Available data show 
these significant facts: 

(1)  A third of all beneficiaries used less than 10 weeks of 
unemployment allowances and nearly two-thirds drew less than 
20 weeks. Most beneficiaries, moreover, did not use all their 
benefits in a single spell of unemployment. Altogether, there 
were 4.2 million veterans (51 percent) whose longest benefit 
period was 9 weeks or less. The distribution of beneficiaries by 
longest consecutive period on the rolls is shown in chart 11. 

( 2 )  Except for those who drew benefits for a very short period, 
the great majority of beneficiaries had two or more separate 

PERCENTAGE DISTRIBUTION OF UNEMPLOYMENT ALLOWANCE 
BENEFICIARIES BY WEEKS OF BENEFITS PAID  AT ANY TIME, 
AND I N  LON6EST CBlNSECUTlVE PERIOD OF UNEMPLOYMENT 

Veterans o f  W o r l d  War II 
Percent of AU Percent d All 
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Source: Veterans Admlnistration. 



periods of unemployment. Less than a quarter of those who 
drew 52 weeks did so in one consecutive period. 

(3) There was often a fairly long interval between the first 
and last week for which benefits were paid. The great majority 
of those who drew 25 weeks or more spread their use of unem- 
ployment allowances over more than 12 months. For about 
one-fourth of all beneficiaries-including nearly half of those 
who used the full 52 weeks-there was an interval of more than 
2 years from first to final claim. 

These data make it clear that most veterans used the program 
for only a few weeks at a time, and in a manner consistent with 
the objectives of an unemployment compensation program. 
Those who drew benefits over long periods of uninterrupted un- 
employment were not typical. Nevertheless, the fact that 1 vet- 
eran in 40 drew benefits consecutively for 52 weeks, and that 
10 percent did so for 30 or more consecutive weeks, shows that 
significant numbers did stay on the rolls for excessive periods. 

I t  is also evident that many veterans used the program after 
they had been in civilian life for several years. Such use of bene- 
fits did not usually mean that there had been a long delay in 
adjusting to civilian jobs. Instead, it resulted from the failure 
of the law to require veterans to make use of 6tate unemployment 
benefits to which they were entitled. Those who had rights 
under a State law were free to use the SRA payment, and often 
did so because it was larger. 

The Self-Employment Allowance Program Under Public Law 346 

A number of serious problems were encountered in the self- 
employment allowance program. There were no precedents 
for such a program, and the experience of the State agencies with 
unemployment benefits could not be applied to the self-employed, 
who were working full time and could not be expected to register 
at employment offices or be available for other work. 

One of the most serious problems was that of determining the 
veteran's net income. Nearly 9 out of 10 beneficiaries were 
farmers, and it was easy to overlook some items of income and to 
overstate "expenses." In some States there seems to have been 
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no real effort to audit the farmer's own statements of his net 
income-and in many States the average self-employment pay- 
ment was as high as $95 or more-implying that average net 
income was less than $5 per month. 

Even more important was the fact that the uneven distribution 
of farm income over the year permitted many farmers to draw 
benefits during several calendar months even when their business 
was producing a sizable net annual return. In cotton farming 
and cattle raising, for example, where the whole crop or herd 
may be marketed at one time, it was possible to have a net income 
of several thousand dollars for a year's work, but no "net income" 
during most individual months. 

The self-employment program was thus in sharp contrast with 
the treatment of the unemployed, whose eligibility was reexam- 
ined each week. Most of the self-employed veterans who re- 
ceived benefits managed to use all (or nearly all) of their 
entitlement, even though some were engaged in a successful and 
profitable business. On the average, self-employed beneficiaries 
received nearly $844 in benefits, while the average unemployed 
veteran received about $393. Less than one-eighth of the unem- 
ployed beneficiaries used their full entitlement, but nearly 50 
percent of the self-employed did so; and while the average unem- 
ployed beneficiary drew about 19 weeks of beqefits, the average 
amount actually received by the self-employed was equal to 
more than 42 weeks of unemployment benefits. 

In many cases, of course, the program did actually contribute 
to the readjustment of the veteran who used it. For many farm- 
ers, professional men, and small-business men whose income 
developed gradually (such as lawyers and dentists), the program 
guaranteed a subsistence while the veteran was building up his 
business or waiting for the first harvest. There are many small 
businesses in existence today which might otherwise not have 
survived through the first year. 

Use of the benefit by farmers, after the first harvest, was prob- 
ably of no value. In some cases, the program may actually have 
retarded adjustment, since it discouraged marginal farmers from 
taking offseason jobs, and may have encouraged some to engage 



in marginal operations or to remain in them when some other 
type of employment might have been better in the long run. 

The Unemployment Compensation Program jor Korean Veterans 

The unemployment benefits provided to veterans of the Korean 
conflict differed in many ways from those for World War I1 
veterans. Congress recognized that the situation was then quite 
different from that during mass demobilization after World War 
11, and there was little inclination to establish benefits similar to 
the "52-20" program; The program finally adopted was de- 
signed to avoid the excesses and anomalies that had occurred 
under the prior program. It was based on an approach very 
close to that of the nationwide unemployment insurance program 
for civilian workers. The principal differences between Public 
Law 550 and the World War 11 "SRA program" were these: 

(1) The benefits for self-employed workers were eliminated entirely. 
(2 )  The maximum duration of benefits was fixed a t  26 weeks ( a  

limit similar to that in many States) rather than the 52-week maximum 
in Public Law 346. 

(3)  The new law provided for much more complete coordination 
with the State unemployment insurance programs. The basic eligi- 
bility and disqualification provisions of the State in which the veteran 
filed his claim were applied, in the same way that they applied to 
civilian workers. 

(4) The new program took into account any benefit rights that the 
veteran had under State laws. For veterans who were entitled to a 
benefit of $26 per week or more under State programs, no Federal 
payment was made; and for those whose State benefit was less than 
$26 the Federal payment made up the difference. 

(5) A benefit rate of $26 per week was established for total unem- 
ployment. While higher than the $20 rate paid under the World War 
I1 program, this level was much more in line with State benefits than 
had been true in 1946. 

Operating Experience Under the Program for Korean Veterans 

The program for Korean veterans--often referred to as the 
"UCV ProgramH--has been free from most of the problems that 
developed under Public Law 346, and subject to much less public 
criticism. Three major factors account for its relatively greater 
success and public acceptance: 

(1) Economic conditions and a relatively slow rate of demo- 
bilization have let the program operate under much more nor- 
mal conditions than in the hectic months after VJ-Day. Em- 
ployment has been at a high level and jobs have been plentiful 
in most areas. 

(2)  The present benefit structure largely prevents abuses 
which were criticized under the SRA program. Omission of self- 
employment allowances removed one cause of criticism. The 
26-week limit on maximum duration reduced the problem of 
extended use of benefits over long periods, and probably en- 
couraged veterans to seek and accept civilian jobs sooner. 

(3) Coordination with State programs has been far more effec- 
tive. Conditions of current eligibility or disqualification are now 
based entirely on the State law, and the same standards apply 
to veterans and other claimants. The benefit is clearly recog- 
nized as unemployment compensation. Administrative control 
and policymaking functions at the national level are now lodged 
in a Federal agency familiar with unemployment compensation 
problems. 

The Dercentacre of Korean veterans who have drawn "UCV" " 

benefits has been about one-third as great as under the World 
War I1 program. Through October 1955-after 3 years of 
operations-about 728,000 veterans had received benefits, repre- 
senting about 18 percent of the "Korean" veterans in civilian 
life; at the corresponding stage in the World War I1 program, 
47 percent of the eligible veterans had drawn unemployment 
allowances and 51 percent had received some type of readjust- 
ment allowance. 

The average number of weeks claimed per beneficiary has been 
somewhat less than under Public Law 346-about 12.2 weeks 
after 3 years of operations under Public Law 550, as compared to 
16.8 weeks at the same stage in the earlier program. The pro- 
portion of Korean conflict veterans who have exhausted their 
benefits, however, is higher than at the same stage under Public 
Law 346. Though this results partly from the lower maximum 
duration, it also indicates that those veterans who suffer unem- 
ployment, even under the favorable economic conditions that 



have existed in 1952-55, may have serious difficulty in obtaining 
peimanent jobs. 

State-to-State variations in the average amount of benefits paid 
are strikingly similar to those under Public Law 346. Nine of the 
twelve States with highest average duration are identical under 
both laws. Such variations appear to be affected mainly by 
the proportion of rural population and the character of local 
labor markets. 

Available data on disqualification for benefits show that under 
the UCV program veterans are disqualified to about the same 
extent as claimants under State laws. The ratio of disqualifica- 
tions for voluntary quitting is in fact slightly higher for veterans, 
with little difference in the ratio of disqualifications for other 
reasons such as refusal of work or availability for work. In 
general, veterans are now being treated in the same way as other 
claimants. 

Curreat Problems Under the "UCV Program" 

While the program is operating smoothly, the weekly benefit 
rate of $26 no longer bears the same relationship to benefits 
under State laws that it was apparently intended to. When 
Public Law 550 was enacted, the maximum payment in most 
States was below $26. I t  was $22 or less in the 14 lowest States, 
and below $26 in 34 States. Only 17 States paid benefits as 
high as $26 per week, and none paid more than $30. Thus the 
benefit rate for veterans, at  that time, compared favorably with 
the benefits available to nonveterans under State laws. 

Since 1952, most States have increased their benefit levels 
considerably, to bring them more in line with the rising level of 
average weekly wages. There are now 10 States where a claim- 
ant without dependents can receive $35 or more per week, and 
a total of 32 States where the top rate is at  least $30. Maximum 
rates below $26 per week are now found in only 6 States. 

Thus the present benefit rate under Public Law 550 no longer 
provides the same relative adequacy of protection for veterans 
as when it was first enacted. As indicated in a later chapter, 
this Commission recommends that peacetime ex-servicemen be 

given unemployment compensation protection comparable to 
that now available to Federal civilian employees. Under this 
approach, benefit rates would be geared to those for civilian 
workers in each State. I t  would seem preferable to include 
Korean veterans under this program rather than considering 
a flat rate increase for them at this time. 

Conclusions Regarding Readjustment Allowances awd Ulzem- 
filoyment Benefits 

From experience under the differing programs for veterans 
of World War I1 and the Korean conflict, certain general con- 
clusions seem warranted. 

(1) Unemployment benefits, comparable to those provided 
under unemployment insurance laws, are a necessary and proper 
part of a readjustment benefit program. The extent to which 
such benefits are used will differ depending on current conditions 
of demobilization and employment, but a significant number of 
veterans will need and deserve such benefits because of their 
special problems as jobseekers. 

(2) Some of the problems that arose under Public Law 346 
were due to mass demobilization and general employment con- 
ditions, and similar problems will exist to some degree in any 
similar period. These problems were aggravated after World 
War 11, however, by providing benefits over too long a period 
and by failure to apply the same eligibility standards that had to 
be met under regular unemployment compensation programs. 
By tending to discourage some veterans from seeking and accept- 
ing the kinds of work that were actually available, an unduly 
liberal program may delay effective readjustment of individuals. 

(3) Problems under Public Law 346 were also aggravated 
by failure to coordinate the veterans' program effectively with 
State unemployment inslirance programs. Benefit rights ac- 

quired under State programs should be fully taken into account 
before a special benefit as a veteran is available. 

(4) The self-employment allowance program was an unsuc- 
cessful experiment that should not be repeated. There still re- 
mains the problem of what kind of readjustment aid can properly 



be provided to self-employed persons, as might be desirable in 
some future period of mass demobilization. The Commission be- 
lieves that some other solution should be found-perhaps in the' 
form of special business and professional loans or by a combina- 
tion of loans and training. 

In the light of these conclusions, as well as the more detailed 
findings of the staff report on unemployment benefits for veterans, 
the Commission recommends that certain general principles be 
observed in connection with unemployment benefit programs for 
veterans of future conflicts. 

~eco&endation No. 43 

(a)  Unemployment compensation benefits should be included 
in any program of readjustment benefits for war veterans. Such 
benefits should be based on the same standards of eligibility and 
disqualification that apply to nonveterans covered by the Federal- 
State employment security program. 

(b )  The present program for Korean conflict veterans repre- 
sents a satisfactory general pattern for providing such benefits, 
and the maximum duration of benefits should not be substantially 
greater than the 26-week period available under Public Law 5 50. 
In general, the level of benefits under the veterans' program 
should be substantially similar to that under programs for non- 
veterans. Benefit rights under State laws should be taken into 
account, and any separate benefits for veterans should supple- 
ment, rather than supplant, State bedefits. 

(c )  If peacetime servicemen have been brought under a gen- 
eral unemployment compensation program like that now avail- 
able for Federal employees, a special separate benefit for war 
veterans will probably not be needed, since such veterans will 
already have rights as "servicemen." Any additional benefits 
for war veterans should then be provided only if special condi- 
tions, not now foreseeable, exist at the time of demobilization. 

( d )  Unemployment compensation benefits should be in addi- 
tion to, and not in place of, suitable provision for mustering-out 
pay-which all war veterans should receive to meet immediate 
needs that exist for the employed and unemployed alike. 

EDUCATION AND TRAINING BENEFITS 

The education and training title of Public Law 346 enabled 
7,800,000 veterans of World War I1 to continue their educa- 
tion at a total cost to the Government of $14.5 billion. This was 
the largest Federal program ever undertaken to provide financial 
assistance to individuals in continuing their education and train- 
ing. In addition to the benefit to the individual veteran in his 
readjustment to civilian life, the program served as a means of 
equalizing educational opportunities and lifting the educational 
level of the country. 

There were four major types of education and training pro- 
vided in Public Law 346, as amended. 

( 1 ) College and university training. 
( 2 )  Education provided by schools below the college level 

including elementary and secondary schools, vocational and' 
trade schools, technical institutions and business schools. 

(3) On-the-job training, whereby private employers hired 
veterans and paid applicable wages. The two major categories 
of on-the-job training were apprentice and nonapprentice 
training. 

(4) Institutional on-the-farm training, which combined class- 
room instruction with actual training in farm operations. 

Magnitude of the Program for World War  ZZ Veterans 

Through June 1955, 7.8 million veterans had entered train- 
ing under Public Law 346, 51 percent of all World War I1 vet- 
erans in the civilian population at that time. The following 
table shows the number who pursued the several types of educa- 
tion and training and the percent of each group to all veterans 
who entered training. 

Veterans of  World W a r  I1 Who Had Entered Training Under P .  L. 346 by T ~ b e  
of Program as of  June 30, 1955 

Type of program 
Total 

Number Percent 
Total, all programs. . . . . . . . . . . . . . . . . . . . . . . .  7,800,000 100.0 
Colleges and universities. . . . . . . . . . . . . . . . . . . .  2, 200, 000 28. 2 
Schools below college level. . . . . . . . . . . . . . . . . .  3,500,000 44. 9 
On-the-job training. . . . . . . . . . . . . . . . . . . . . . . .  1,400,000 17. 9 

. . . . . . . . . . .  Institutional on-the-farm training. 700,000 9. 0 



The largest number of veterans, 45 percent, received training in 
schools below the college level and the smallest group, 9 percent, 
pursued institutional on-the-farm training. 

Veterans entered training more rapidly in some types of pro- 
grams than in others, and the peak year, in terms of number of 
veterans in training, differed from program to program. In on- 
the-job training, 1947 was the peak year of the program. This 
was followed by a gradual decline. (Chart 111.) Veterans also 
entered colleges and universities rapidly; the peak year was 
1948 and the number in training in 1947 was not much less. The 
number of veterans in training in college declined gradually 
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after 1948. In contrast, training in schools of below college level 
did not reach its peak until 1950, 5 years after World War 11. 
I n  1952 and 1953 below-college-level training enrolled more 
veterans than the 3 other educational prog;ams combined. 
Institutional on-the-farm enrollments rose gradually to a peak 
in 1950 and, as in the case of below-college training, enrollments 
held up well into the 1950's. 

Total expenditures on education and training under Public 
Law 346, through June 30, 1955, were $14.5 billion. Of this 
total expenditure $10 billion-almost 70 percent-was for sub- 
sistence alowances to the veterans. This is especially significant 
because over a fourth of the veterans receiving these subsistence 
allowances were employed full time on the job or on the farm. 
Tuition and other fees paid by the Veterans' Administration di- 
rectly to the schools and colleges were $3.9 billion, or 27 percent 
of the total. Payments for books and supplies, which received 
so much attention in several investigations of the program, were 
less than $500 million, only 3 percent of the total cost of the 
program. Approximately -$5.5 billion was expended for the 
college level program and an equal amount for training below 
the college level. The institutional on-farm program accounted 
for an expenditure of $2 billion and the on-the-job program for 
$1.5 billion. 

The courses pursued by veterans in institutions of higher edu- 
cation and in schools below the college level are shown in table 2. 
TABLE 2.--Cow$e8 of Vetera,ns Who Pursued Trainhg in Colleges and Schools 

Below the College Level Who Entered Training PHor to Novembes 30, 19.59, 
Under Public Law ,936 

/ Numher of veterans / Percent 

Fields of study 

Total, all fields ....................................... 1 
Engineering, arehltecture. oh~sical sciences and allied 

.............................. .............. pFofesdoG.. -1. 
Related to other major professions. ........................ 
Related to arts music and entertainment.. ................ 
Related to madaperial and administrative oceuoations- -... 
Relaled M aarictilture and kindred occupation8. .......... 
Btrilding trades and related crafts .......................... 
Other craflsman, mechanics and repalrrnen and Industrial 

trades.. .................................................. 
Elementary and secondary ................................ 
Fllght training.. ........................................... 
College, other (humanities and soelal studies) .............. 



Problem Areas U d e r  Public Law 346 

As might be expected in a program of this magnitude, nurner- 
ous problems arose in its operation. Congress found it necessary 
to amend the basic act 10 times between 1945 and 1950. Some 
of these problems grew out of the provisions of the original law 
and others were due to the unreadiness of the educational system 
to meet the load which was thrust upon them. 

(1)  One major problem stemmed from the division of the 
authority to approve educational institutions and training estab- 
lishments between the Veterans' Administration and State ap- 
proval agencies. The intent of Congress was to maintain the 
basic principle of State control of the educational system. On 
the other hand, the Veterans' Administration was held respon- 
sible for the proper use of Federal funds expended. Under Pub- 
lic Law 346 the Veterans' Administration was required to accept 
at face value the approval of institutions by State agencies. 
These agencies were not equipped to do the job properly and, as 
a result of much pro forma approval by State agencies, some 
shoddy training in poorly equipped schools and industrial estab- 
lishments took place. 

(2 )  Public Law 346 did not establish standards or criteria 
for the approval of educational institutions and training estab- 
lishments. The resulting lack of guidelines for the State approval 
agencies compounded the first problem, just mentioned, of di- 
vided authority. 

(3) The veteran was free to choose any course of training or 
education offered by an "approved" institution. Neither the 
Veterans' Administration nor the State agencies had any control 
over the veterans' choice of course. As a result, there were 
courses of inordinate length, on-the-job training programs with 
little useful content, avocational and recreational courses, and 
so forth, not to mention courses unsuited to the needs of the 
individual veteran. A related problem was the frequent changes 
of course made possible by the same lack of control. 

(4) Vocational and educational guidance was permissive, not 
mandatory, and was not furnished to more than 15 percent of 
the veterans who took education and training under the act. The 

lack of guidance and counseling certainly contributed to unwise 
use of the educational benefits. 

(5) The Government was overcharged for much of the train- 
ing in schools below college level, particularly in profit schools. 
There were also problems in the reimbursement of colleges and 
universities, although it seems clear that none was paid more 
than the cost of educating the veterans. 

Any appraisal of the education and training program for 
World War I1 veterans must recognize these problems, most of 
which were inherent in the basic law. In addition, however, 
this was the largest educational program ever undertaken by the 
Federal Government. Problems in the relationships between 
the Federal agency and the States and institutions were almost 
inevitable, especially in the absence of advance planning, on a 
cooperative basis, on how best to meet the influx of veterans into 
inadequate educational and training facilities. 

Amelzdmelzts Desig~ed To  Coriect Problems 
Attempts were made to meet the problems outlined above 

through changes in law and regulations. These efforts to im- 
prove the program were successful in part, although some prob- 
lems were not adequately dealt with until the passage of the 
Korean GI bill. For example: 

(1) In 1946 legislation established criteria for approval of 
on-the-job training establishments and authorized the reim- 
bursement of the State approval agencies by the Veterans' Ad- 
ministration. Later legislation enabled the Veterans' Admin- 
istration to pay the States for approval activities in connection 
with profit schools of below-college level. 

( 2 )  In 1948 Congress prohibited the payment of funds for 
courses determined by the Veterans' Administration to be avoca- 
tional or recreational in character. 

(3) Beginning in 1948 steps were taken to prevent overpay- 
ments to schools of below-college level and to recover such pay- 
ments in excess of reasonable costs. 

(4) Action to curtail excessive changing of courses was at- 
tempted by Veterans' Administration regulation in September 
1949, but strong objections were raised by veterans' organiza- 



tions and the Congress. However, in July 1950, in Public Law 
610, Congress strengthened the Veterans' Administrator's au- 
thority to disapprove a change of course within limits set forth 
in the law. 

Changes Made Under the Program for Korean Veterans (Public 
Law 550) 
During the 2 years previous to the enactment of Public Law 

550, July 16, 1952, several extensive reports by the Teague com- 
mittee, General Accounting Office, Bureau of the Budget, and 
Veterans' Administration were published analyzing the opera- 
tion of Public Law 346, as amended. These reports had a sig- 
nificant impact on the drafting of the law providing education 
and training benefits for Korean veterans. 

The stated purposes of Public Law 550 were to provide voca- 
tional readjustment and to restore lost educational opportunities 
to veterans of the Korean conflict. The number of veterans 
covered by the new program was approximately one-third of 
the number provided for by Public Law 346, and the method 
of discharge from the Armed Forces was much more orderly 
than after World War 11. Also, the economic climate was 
much more favorable than that which prevailed following World 
War 11. Consequently, recipients of the benefits were less dis- 
posed to use them as a substitute for either a bonus or unemploy- 
ment compensation. 

As originally enacted, Public Law 550 provided that the 
period for initiating training should be limited to 2 years, rather 
than the 4 years permitted under Public Law 346. The length 
of the training period was computed on the basis of 1% days 
of entitlement for each day of service. The veteran was re- 
quired to state his educational, professional, or vocational objec- 
tive and could make only one change in his program. Detailed 
provisions were written into the law for the approval of both 
accredited and nonaccredited courses and for the operation of 
the on-the-job and institutional on-the-farm programs. There 
is no provision for the payment of tuition and fees. A monthly 
one-package sum, which includes an average allowance for tui- 

tion and supplies, is paid to the veteran pursuing institutional 
training, and he must make his own arrangement for tuition and 
living expenses. 

Three amendments have been made to Public Law 550. 
These include (1) an extension of time for initiating training 
from 2 to 3 years, (2) provision for the accrual of entitlement 
based on service after January 31, 1955, for those in service as 
of that date, but with a maximum entitlement of 36 months as 
provided in Public Law 550, and (3) amendment of the provi- 
sion for periodically reducing the subsistence allowance during 
the first 12 months of institutional on-the-farm training so that 
the reduction does not begin until after the first year of such 
training. 

Ofierations Under Public Law 550 

By December 1955, more than 1,300,000 Korean veterans had 
entered training under Public Law 550, about 30 percent of 
those discharged up to that time. The response' of the Korean 
veterans to the education and training programs has been in a 
different pattern from that which characterized the use of these 
programs by World War I1 veterans. College-level training 
has been used by a much larger percentage of all trainees, while 
on-farm training and use of schools below college level have been 
relatively much less important. The following data are based 
on all veterans who had entered training by January 31, 1956: 

Percent 
Type of educational program 

Public Law Public Law 
346 550 

Colleges and universities. . . . . . . . . . . . . . . . . . .  28. 7 50. 4 
Schools below college. . . . . . . . . . . . . . . . . . . . .  44. 6 34. 0 
On-the-job training. . . . . . . . . . . . . . . . . . . . . . .  18. 0 11. 3 
Institutional on-farm training. . . . . . . . . . . . . .  8. 7 4. 3 

A much larger percent of the Korean veterans have entered 
college training and a smaller percent of these veterans have 
chosen on-the-farm training and school courses below the college 
level. 



Expenditures for Education and Training Under  Public Law  550, by 
Year:  1953-1955 

Fiscal year 
Expenditure 
(thousands) 

Total $946,000 

1953 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  86,241 
1954 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  296,338 
1955 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  563,421 

The present annual rate of expenditure for the education and 
training programs under Public Law 550, now near its peak, is 
more than $700 million. 

In general, Public Law 550 placed the education and training 
program on a sounder basis than under the World War I1 pro- 
gram. There are, however, some aspects of the present law, 
such as the method of tuition payments for institutional training 
and the 3-year period allowed for initiating training, which might 
be reconsidered if there is a likelihood of changes in the law. 

In case consideration is given to a new program to provide 
benefits for war veterans or for peacetime ex-servicemen, serious 
question should be raised as to whether payment of subsistence 
to persons in on-the-farm and on-the-job programs should be 
included. However, the inclusion of these types of training in 
Public Law 346 and Public Law 550 recognized the fact that 
the established systems of training and education in this country 
are not presently equipped to meet the needs of many individuals 
who desire training of this type. 

Under both the World War I1 and Korean GI bill programs, 
the Congress has extended the time for initiating training after 
discharge and the final termination date of the program. As 
originally enacted, both Public Law 346 and Public Law 550 
limited the time for initiating training to 2 years. Public Law 
346 was amended to extend the time to 4 years and a correspond- 
ing change in Public Law 550 extended the time to 3 years. The 
final termination dates of the program were extended to 9 and 
8 years, respectively. Many veterans who entered training under 

Public Law 346 did so after they had made their adjustment 
to civilian life, and were motivated by a desire for additional 
income. Some evidence that late entrances into training in- 
volved less effective use of benefits is found by comparing the 
extent to which early and late entrants have used their training 
in subsequent employment. Of those who entered training dur- 
ing the first year after discharge, about two-thirds have worked 
regularly at jobs in which such training was required, while 
only 52 percent of those who entered more than 2 years after 
discharge have done so. 

To be most effective, readjustment to civilian life must be ac- 
complished in a relatively short period of time after release from 
military service. The period for initiation of training cannot be 
so short, however, as to leave the veteran insufficient time for the 
deliberation needed for a wise choice of his objective and to 
make the necessary arrangements for enrollment in a school or 
training establishment. 

The extension of time from 2 to 4 years under Public Law 346 
may possibly have been justified on the basis of the mass release 
of service personnel when the programs were new and the schools 
and training establishments unable to absorb immediately all of 
the trainees. However, the situation with regard to Korean 
veterans was not comparable. 

I t  would seem highly desirable, in the event of any future pro- 
gram of readjustment benefits for veterans or peacetime service- 
men that the time allowed for initiating training be limited to 
2 years after discharge from service. 

Effectiueness a d  Subability of Each Major Type of Training 
Provided to Veterans 

Both in evaluating the present program and in relation to 
possible future programs it is important to consider two basic 
questions: First, assuming the desirability of some kind of educa- 
tion and training benefits, is each of the kinds of training now 
provided actually desirable in such a program? Second, how 
effective and suitable is each type of training as an aid to readjust- 
ment? 



The Commission has reached certain conclusions with respect 
to each of the broad types of training that have been furnished 
under the two GI bills. The information on which these con- 
conclusions are based is presented in the staff report on education 
and training. 

Co7zcZusions 

I. College and zlniversity training.-The program of training 
at the college level has been more successful than any of the other 
types of 'programs provided for veterans. Although there were 
some difficulties in handling the large numbers of veteran stu- 
dents, the colleges and universities were generally ready to offer 
their long-established curriculums of proven value. 

2. Schools below the college level.-In this program, non- 
profit vocational schools trained large numbers of veterans, but 
the impact of numbers was so great and these schools so unpre- 
pared to meet the special needs of the veterans, that other forces 
moved in to fill the gap. The traditional types of curriculums 
and teaching methods used by the established schools were not 
attractive to many veterans who desired institutional training of 
less than college grade. The established schools were so over- 
whelmed with the problems of providing staff and faculties for 
those veterans who wished to pursue the regular courses that 
there was no time or manpower available to develop short, inten- 
sive courses to meet the needs of those who did not wish to be- 
come regular students. 

Accordingly, thousands of new proprietary schools were es- 
tablished, and these schools enrolled most of the veterans in the 
below-college-level institutional program. Some of the profit 
schools providing this vocational training rendered a service to 
many veterans. However, an examination of the types of courses 
pursued reveals that many veterans enrolled in courses leading to 
occupational fields where the employment prospects were far 
from good. There is no information on the number of veterans 
graduated from profit schbols who were actually placed in jobs 
for which they were trained, but it was estimated in January 
1951 that of the 1,677,000 veterans who attended profit schools 

only 20 percent completed their courses. I n  addition, much of 
the training in profit schools was of poor quality. 

3. On-the-job training.-The on-the-job training program 
consisted of apprentice and nonapprentice training. The ap- 
prentice program was more satisfactory, largely because it was 
ably supervised. In general, it was the smallei- establishments, to 
which organized on-the-job training was new, that failed to 
provide training of high quality. 

4. Institutional on-farm training.-This program rendered as- 
sistance to veterans in making their transition from military to 
civilian life. However, it was without a doubt a very extrava- 
gant program and except in a few States much of the training 
was of questionable quality. 

5. The program as a whole.-The education and training pro- 
gram in some respects meets completely the criteria set forth 
earlier, and in other respects falls short. For example, the pro- 
gram did offer a variety of benefits in keeping with varying edu- 
cational needs-perhaps too great a variety. As we have seen, 
the veteran was free to pursue almost any conceivable course of 
training he wished; and some, like bartending, which had not 
previously been conceived of as requiring formal schooling. 

The provision of subsistence allowance, in addition to salary or 
other earnings, to those receiving training while employed full 
time on the job or on the farm (without precedent in American 
education) well may be viewed as a long and unwarranted step 
in the direction of providing "some benefits for everyone." I t  can 
be questioned whether the veteran farmer who took a few hours 
of training each week, for example, needed a subsistence allow- 
ance more than the veteran farmer who did not take such 
training. 

Were there adequate safeguards to assure that educational 
benefits actually promoted readjustment and were not wasted? 
And was the period during which educational benefits could be 
used so long as to encourage their use for other than readjust- 
ment? The record shows that for the program as a whole 
there were not adequate safeguards in this respect, and where 
safeguards were adopted, this .was done too late for maximum 



effectiveness. In such matters as changes of course and quality 
of training offered, more could have been done. In particular, 
restricting entrance into training. to 2 years after discharge in- 
stead of 4 would have eliminated much unnecessary and frivo- 
lous use of benefi~. 

Primarily, however, it was weaknesses in the educational sys- 
tems and their inability to meet the load suddenly thrust upon 
them which account for those instances where the veterans' 
program falls short of these criteria, although the lack of success 
on the part of the Veterans' Administration and the State agen- 
cies in upholding the quality of training and the readjustment 
concept were contributing factors. 

Did the level of benefits and the amount of assistance poten- 
tially available encourage the veteran to use the benefits mainly 
for the income they provided? While some veterans undoubt- 
edly used educational benefits mainly for the income provided, 
this was not due primarily to the level of subsistence allowances, 
which for veterans in school full-time were not excessive. This 
kind of abuse was due mainly to insufficient control over quality 
of training, class attendance, and so forth, in schools of below- 
college level, and to the provision of subsistence allowances to 
veterans employed full time on the job or on the farm while 
training which were almost as large as those provided for full- 
time training. 

The number of months of educational assistance available 
does not appear to have been excessive for college-level training, 
but there were many instances of veterans taking training of 
below-college level, on the job or on the fann for periods far 
in excess of what was needed for the occupation to which they 
aspired. 

The Commission believes there is little question that the vet- 
erans' education program has been a great benefit to millions 
of veterans and to the Nation. World War I1 was a great drain 
on our human resources, and the lives of 16 million men and 
women were diverted from their normal activities during the 
formative period of their lives to the unproductive task of war. 

a 
The serious depletion of trahed personnel resulting from 

World War I1 has been largely offset as a result of the incentives 
created by the GI bill of rights. We have produced hundreds 
of thousands of technicians, doctors, lawyers, engineers, crafts- 
men, farmers, and business workers. These trained men and 
women represent a great national asset. Furthermore, as a 
readjustment device, the educational programs helped to prevent 
any serious national problems of unemployment, unrest, and dis- 
satisfaction among veterans. 

Veterans who took advantage of the educational benefits of 
the GI bill are more likely to be in managerial, professional, and 
scientific jobs, and receive higher salaries than veterans who did 
not use such benefits or nonveterans, when age and experience 
prior to service are taken into account. 

The veterans' educational program was a major contribution 
to the national welfare, and the country would be weaker edu- 
cationally, economically, and in terms of national defense, if 
educators, veterans' organizations, the President, and the Con- 
gress had not seen fit to embark upon this new and momentous 
educational enterprise. 

Recommedatiolz No. 44 

The following recommendations are offered as guidelines in 
the event that at some future time a program of educational bene- 
fits for veterans or ex-servicemen is established: 

(a) The program should be planned in advance by Federal, 
State, and local agencies, on a cooperative basis, with due atten- 
tion to the number of ex-servicemen expected to enter the pro- 
gram and to the kinds of training they may need. 

(b )  The approval of education and training establishments 
and institutions for participation in the program should be vested 
in the appropriate State agencies, under federally established 
standards. The Federal agency should have the authority to dis- 
approve institutions or courses of training where such standards 
are not met. However, if State agencies are provided adequate 
reimbursement for performing their functions, and if the sound 
relationships characteristic of most Federal-State educational pro- 



grams are established, Federal disapproval would rarely, if ever, 
be necessary. 

(c) While the ex-servicemen should be free to elect any reason- 
able occupational objective or enroll in any course of study at 
approved institutions, such election, and any change of course, 
should be preceded by adequate counseling. In principle, guid- 
ance and counseling should be mandatory, not permissive, 
although it is recognized that in a large program it may be d a -  
cult to obtain enough qualified counselors. 

( d )  For those who are demobilized immediately after a period 
of military conflict, the period for initiating training should be 
limited to 2 years after discharge from service, except as special 
circumstances such as prolonged hospitalization may warrant an 
extension. However, servicemen who reenlist for one additional 
enlistment should be enabled to use their educational benefits 
after one such reenlistment. 

( e )  The elimination of the separate tuition payment in the 
Korean program was done in order to curtail overcharging on 
the part of proprietary schools and to avoid problems in reim- 
bursing low-tuition public colleges on a "cost" basis. This 
appears have been a sound decision and the present arrange- 
ment is working well. For any future program of educational 
benefits, the decision as to the method of reimbursement should 
be made in the light of experience under Public Law 346 and 
Public Law 550 as well as the conditions prevailing at such future 
time. 

( f )  For those engaged half-time or more in formal education 
or training, appropriate levels of subsistence allowance should 
be provided. 

(g) No subsistence allowance should be provided to those who 
are engaged less than half-time in formal training or to those 
engaged essentially full-time in paid employment or self-employ- 
ment, even though they may incidentally be receiving such train- 
ing as was provided in the on-the-job and on-the-farm programs. 

LOAN AND LOAN GUARANTY PROGRAMS 

Evalwtion of the Loan Guuranty Program 
The original objectives of the loan guaranty program were 

twofold: first and most important, to aid the returning veteran 
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in readjustment to civilian life by providing him with Govern- 
ment-backed credit to buy a home, to establish a business of his 
own, or to engage in farming; and second to help overcome the 
national housing deficit. 

The change to a longer range veterans' loan program, in 1945, 
was made because many veterans were not ready to buy a home 
or to engage in business or farming operations immediately after 
leaving service. Even more important, there was an extreme 
shortage of both housing and contruction materials and labor 
immediately after the war. 

Magnitude of loan program.-Table 3 shows the highlights 
as to the size and cost of the program. Of the 4.5 million loans - - 

4.3 million have been home loans at a face amount of $33 billion. 
The portion of total net loss to date on home loans is $18.6 million 
out of the total net loss of $30 million. 

TABLE 3.-Highlights of the GI Loan Program, December 25, 1955 

Total guaranteed and insured loans closed------ - ---- - 4.5 million loans . . 
Face amount of loans .............................. $33.8 bill~on 
Amount of guaranty or insurance .................... $18.3 billion 
Net amount of loss to date ........................ $30.3 million 
Net loss as percent of original face amount----- One tenth of 1 percent 

Number of direct loans closed ......................... 72.5 thousand 
Total estimated Federal cost of the program------------ l$583.7 million 

Administrative and overhead costs ----------------  $150.0 million 
Gratuity payments ............................. $403.0 million 
Other costs ------------------- - -  -- $30.7 million 

Cost per loan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $130 
Home loans as a percent of total number of guaranteed or insured 

loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  93 percent 
Business loans as a percent of total loans .................... 5 percent 
Farm loans as a percent of total loans ...................... 2 percent 
Number of guaranteed and insured loans to Word War I1 veterans 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4 , 2 7 6 . 6  thousand 
Percent of World War I1 veterans using loans -------------- 29 percent 
Number of guaranteed or insured loans to Korean veterans 

2 7 2 . 5  thousand 
Percent of Korean veterans using loans ...................... 7 percent 

1 Includes estimated net losses and administrative costs of direct loans. 
9 As of June 26 1954 
a Includes ~ o r l h  ~ a r ' 1 1  veterans with Korean service. a 
Source : Veterans' Adminlstration. 

The trend of applications for home loans in the past 11 years 
has shown quite substantial fluctuations. The high point reached 
in 1950 was at  an average monthly rate of almost 64,000 while 



the lowest monthly average in any quarter was less than 20,000 
in 1949 (chart IV)  . These fluctuations have been closely cor- 
related with changes in yields from alternative sources for invest- 
ment of mortgage funds, particularly long-term Government 
bonds. 

The Home Loan Program.-Home loans have constituted 93 
percent of the number of loans guaranteed and 97.4 percent 
of the dollar value. Thus they have provided most of the bene- 
fits. The loan program has not, however, represented the only 
means of obtaining a home on the part of veterans. 

C H A R T  IV 

COMPARISON OF TRENDS IN YIELDS ON LONG-TERM 
GOVERNMENT BONDS AND IN APPLICATIONS 

FOR VA HOME LOAN GUARANTY 
Percent Percent 
Yield Yield 

3.5 3.5 
Yields on Long-Term Government Bonds 

(Percent yield each quarter) 

Thousands of 
ADDli~ationS 

Thousands of 
ADDli~atiUrIs 

- - 
Applications for VA Home Loan Guaranty I/ 

-- 1 (Average number per month for each quartei) 1 

O1045 ' 48  '47 '48 '40 '50 '51 '52 '53 '54 '55 

1/ Applications from veterans d World War I1 and Korean Conflict. - 
Sources: Department of Commerce and Veterans Administration 

i 
i Nearly 28 percent of the World War I1 veterans and 6 per- 
i cent of Korea veterans have used Veterans' Administration home 

loans. Of the married veterans of both wars, those most likely 
to own a home, only 28 percent have used the loan. Half of the 
Veterans' Administration home loans have been used by those 
veterans who are married and are between 25 and 34 years of 
age. A slightly larger proportion of this group used GI home 
loans than other means of owning. Table IV shows the current - 

housing status of married veterans. 

TABLE (.-Median Incomes and Percent Distributions of Married World War 11 
and Korean Veterans 

[By housing status and age: October 19551 

I Marrled, wlfe present- ( 
Own home or other 1 

Total 

Median incomes: 
Total ................................................ 

Under 26 years .................................. 
.................................... 25-34 years.. 

35-44 ya3m ..................................... 
.................................. 45 years or over 

Percent by housin~ status: 
Total ................................................ 

Under 25 years .................................. 
25-34 years--. ................................... 
35-44 years ...................................... 
45 years or mole ................................. 

Perrent by age: 
Total.. .............................................. 

Under 25 years.. ................................ 
26-34 years.. .................................... 
35-44 years.. .................................... I 
45 years or more. ................................ 

1 "Other" includes those whollve with relatives who own the home. 
8 Estimate h a d  on less than 100 sample cases. 

6ouroe: Speclel Survey of Veterans. Bureau of the Census, October 1955. 

An implied objective was to aid the veteran whose financial 
position was such that he could not get the home without the 
guaranty. Table 4 shows that the veterans who have not used 
VeteransYAdministration loans have lower incomes. The me- 
dian income for those married veterans who have used Veterans' 
Administration loans is more than $600 higher than for married 
veterans who own by other means. The difference in median 
incomes for those in the home-buying age group (25-34 years) 
is over $900. 



A part of the explanation lies in the fact that GI loans have 
been concentrated in high income metropolitan areas of the 
Northeast and West. Other explanations may be that some of 
the lower income veterans bought homes which were not ap- 
proved for GI loans, others may not have qualified financially 
and some may have already had homes or were given or inherited 
homes from relatives. Many of the veterans who did not use 
Veterans' Administration loans for the above reasons would be 
expected to have relatively lower incomes than those who used 
Veterans' Administration loans. In any event the program ap- 
parently has not fully accomplished the implied objective of a 
long-range housing program, that of aiding all veterans in the 
market for homes. 

Impact on the economy.-In the 11 years of operations new 
dwelling units started under Veterans' Administration inspection 
have amounted to 17 percent of the 10.6 million new privately 
owned nonfarm dwelling units started. During the same period 
FHA starts represented 27 percent and conventional starts 55 
percent. By 1955, however, Veterans' Administration starts 
reached 30 percent of the total volume of new homes started. 

The relation of Veterans' Administration mortgages recorded 
to total nonfarm mortgage recordings provides a more accurate 
picture of relative size of Veterans' .Administration home loan 
operations. In 1946, Veterans' Administration mortgages were 
22 percent of the total; in 1947'28 percent; in 1951,22 percent; 
and in 1955,25 percent. The proportion in other years was less, 
with the 11 year total being 19 percent. The impact of Veterans' 
Administration loans probably has been greater than indicated 
by the actual volume, because a large part of the additional 
homes would not have been built at all or the purchases would 
have been made with larger downpayments, longer maturities, 
etc. 

The impact on construction costs has undoubtedly been greater 
than is indicated by the volume because many of the loans were 
among the marginal groups due to the easy term. These terms ' 

In recent years the downpayment has averaged at least 5 percentage points less 
than for FHA loans and maturities have averaged 3 to 5 years longer. Both types 
of loans have had easier terms than ordinarily available for conventional loans. 

encouraged building even in the face of rising costs and thus con- 
tributed to further idation. In addition, they tended to lead 
competitive means of financing to use easier terms, causing still 
more pressure on limited supplies of labor and materials. 

Another measure of the "GI" home loan impact on the econ- 
omy is the relation of Veterans' Administration outstanding 
debt to all mortgage debt. Chart V shows that the Veterans' 
Administration proportion of all outstanding mortgage debt 

C l l R l  V 
RELATION OF D E B ' I  O N  VA GUARANTEED H O M E  LOANS 

TO OTHER M O R ' I 6 A 6 E  DEBT, 1945 1955 
Gomparisqu of Estimated Outstanding Debt on VA Home Loans. FRA an4 
Conventional Home Loans and Other Mortgage Debt as of Dacembu 31 
140 1 140 

VA Home loans (WW I1 & Korean Conflict) 

120 0 FHA 1-4 hqi ly  home loans 
Conventional 1-4 family home lmns $ 1  13.5 
]Other mortgages (residential, commercial 
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has gradually increased from 1945 to its present level of 19 per- 
cent. Other forms of mortgage debt, while increasing in absolute 
amounts, have represented decreasing proportions of all out- 
standing mortgage debt. The 0-utstanding mortgage debt has 
increased from $35 billion at the end of 1944 to $131 billion, an 
increase of $96 billion, of which Veterans' Administration loans 
account for more than one quarter. 

This and other pressure on available credit has meant an in- 
crease in cost of credit which is reflected in discounts when the 
I ate of interest is fixed as it is for Veterans' Administration loans. 
However, rather than Veterans' Administration credit require- 
ments having a significant impact on cost of credit, the yields on 
competitive types of investment have probably been the major 
cause of fluctuations in Veterans' Administration loan activity. 
For example, when the yields on long-term Government bonds 
or on high grade corporate securities have risen, the volume of 
Veterans' Administration loan applica-tions has decreased. (See 
chart IV.) 

Any form of credit which is accompanied by easy terms tends 
to create fluctuations in the overall business cycle even though the 
volume of such activity is small in relation to total flow of funds 
in the economy. The creation of secondary credit has a cumu- 
lative effect on the upswings in the business cycle. In the event 
of a recession these marginal uses of credit have a similar but 
reverse effect on the cycle. The danger of overbuilding is not 
great as long as incomes increase as they have in the past 10 
years. However, if unemployment should cut into present income 
levels, low-equity real estate loans would be among the first to 
suffer. 

Major Problems k the Loan Program 

While the home loan program has enabled veterans to obtain 
homes with low down payments and long maturities, operational 
and other problems have tended to offset the assumed advan- 
tages. Briefly these problems include the discounting of Veter- 
ans' Administration loans by lenders, lack of adequate protec- 
tion for the veteran against faulty construction and questionable 

306 

inspection and appraisal practices, duplication of work by Vet- 
erans' Administration and FHA and reluctance of lenders to use 
the program. In general, these disadvantages have tended to 
increase the cost of veterans' housing or have reduced the quality 
of the housing. 

The problem of discounts.-A solution to the problem of dis- 
counts needs to be found. An assumed advantage of the benefit 
has been the lower rate of interest. I t  is manifestly misleading 
to the veteran to assume this is the real rate of interest when in 
fact through direct or indirect payment of discounts the "benefit" 
of the loan may be costing him as much or more than if he 
financed the loan by conventional means.2 Veterans cannot 
legally pay discounts on the loans (which have gone as high as 
10 percent of the face amount a few times in some areas; an 
amount considerably in excess of the cost of a loan at one-half of 
one percent higher interest rate). When the concept of reason- 
able value is maintained in the appraisal, the builder has to 
absorb the discount. However, there have been statements from 
some builders indicating that these discounts eventually find their 
way into the cost of the house despite VA's effort to hold the 
line with appraisals. With the demand which has existed for 
housing in the past 11 years, either the appraisal had to equal 
or exceed the selling price or the veteran was not able to get the 
house. 

There is no ready solution to the problem, although partial 
solution could be achieved by a number of devices such as flexible 
interest rates, flexible terms on loans, and a greater consistency - 

between the Federal Government's housing policy and its mone- 
tary and credit policies. None of these completely solve the prob- 
lem because in a free economy discounts are used to express the 
relationship between supply and demand for credit. In  any case, 
discounts should be openly recognized as a cost of making the 

'A discount of 3 percent means a gross yield of 4.93 percent on a 4% percent, 
25-year loan paid in the 10 years which is considered typical for Veterans' Adminis- 
tration and FHA loans. The gross yield would be 4.80 percent if the loan were 
held to maturity. A 7-percent discount on the same baais' yields 5.53 percent. 
Report No. 2 of the  Subcommittee on Housing of the Committee on Banking and 
Currency, House of Representatives, "Mortgage Credit and FHA Multifamily 
Housing," Jan. 31, 1956, deals extensively with the problem of discounts. 



loan. If the buyer knows all the components of cost, it should 
help discourage unsound loans. 

Loan protection for the veteran.-The program has many 
safeguards for protecting the lender from loss, which, of course, 
were necessary to make the program economically sound. The 
veteran, however, has had relatively less protection against the 
purchase of an inferior product a t  inflated prices, particularly 
before 1954. The 60-percent guaranty, the cash settlement of 
claims, the incontestability clause, the allowance of foreclosure 
costs and other features are intended to make the loan attractive 
to lenders. The veteran may buy the house if he meets credit 
requirements and if his income is adequate to make the monthly 
payments, but his only protection on quality is the appraisal and 
inspection procedures combined with a builder's warranty for 
those projects approved for loans prior to construction. The 
warranty (effective since October 1954) provides only that the 
construction substantially conforms to plans and specifications 
and Veterans' Administration approved changes therein. 

Many irregularities in appraisals and inspections have been 
found by Congressional investigations, particularly by the Teague 
committee in 1951 and 1952. These investigations brought 
about considerable tightening of regulations which have resulted 
in a better end product for the veterans. Recent investigations, 
however, indicate that some irregularities still exist. The inspec- 
tion procedure was criticized severely in recent Congressional 
 hearing^.^ Furthermore, conflict of interest on the part of fee 
appraisers and inspectors were found by the investigators in some 
instances. The fact that substantial construction deficiencies 
continue to be found in some projects appears to indicate that 
the warranty should be strengthened to protect the veteran 
against defects that occur even though there is "substantial 
conformance to plans and specifications." 

The warranty and the threat of suspension of approval of the 
builder by Veterans' Administration is a deterrent from grossly 
fraudulent construction but does not prevent minor economies 

' Hearings before the Committee on Veterans Affairs, House of Representatives, 
84th Cong., Jan. 20 and Feb. 8, 1956, pp. 2038, 2044-2046. See also House Com- 
mittee Print No. 200, pp. 35-45, Feb. 16,1956. 

and substitutions in construction which decrease the value of the 
home. 

Relation of the loan program to other housing programs.-A 
factor which has contributed to the cost of veterans' housing is 
the duplication that exists between FHA and Veterans' Admin- 
istration programs. Both agencies operate in similar areas of 
the country and in similar price fields. Builders and lenders 
who apply for both FHA and Veterans' Administration commit- 
ments have to meet standards which, while similar, have costly 
variations. The duplications and variations occur in the fol- 
lowing areas: 

( a )  Preliminary approval of location and marketability; 
( b  ) Land planning and subdivision requirements; 
(c)  Application of minimum property and construction 

standards ; 
(d) Construction cost estimates and improved lot values; 
(e) Construction compliance inspections; 
(f ) Escrow procedures. 
These duplications have been estimated by builders to cost 

anywhere from $50 to $225 per house. Recently one large 
builder indicated that his extra costs were as much as $300 "in 
direct and hidden costs" on a $10,000 house. 

There is evidence that, at least during a short period in 1949, 
Veterans' Administration appraisals were more liberal than FHA 
.apprasials even when the differences in concept are taken into 
consideration. A study of section 505 loans made early in 1949 
showed that the sales price (which for a Veterans' Administra- 
tion loan cannot exceed reasonable value) of new housing on 
the average was 110.7 percent of FHA valuation and 105.4 per- 
cent of FHA replacement cost. FHA replacement cost is con- 
ceptually about the same as the Veterans' Administration "rea- 
sonable value." 

The President's Committee on Housing Policies and Programs 
in December 1953 recommended that the President direct the 
two agencies to work out an agreement whereby Veterans' Ad- 
ministration would contract to have FHA perform the technical 



functions of processing veterans' loan applications. These rec- 
ommendations have not been carried out. 

Looking back over the experience of the past 11 years it seems 
obvious that a serious mistake was made when veterans' home- 
loan operations were not consolidated with the existing housing 
programs. This was a clearly stated objective in the original 
legislative proposals. Preferences could have been provided to 
the veteran and the probable savings which could have been 
achieved in the cost of homes would have represented additional 
benefits. 

Appraisal procedures and construction standards should have 
been identical for all Government-backed loans. This would 
eliminate the present discrepancies and duplications and would 
represent savings for both veterans and nonveterans alike. 

Loans for small cities and rural areas.-The shortage of loan- 
able funds and reluctance of both primary lenders and the private 
secondary mortgage market to make loans in these areas have 
resulted in relatively less use of the GI home loans outside of 
standard metropolitan areas. Thirty-six percent of the veterans 
live outside these areas but have used less than 30 percent of the 
loans. 

The direct loan program was intended to overcome this prob- 
lem. Direct loans can be made by the Veterans' Administration 
in about 2,500 counties if private capital cannot be obtained or 
only at excessive discounts. The general desire to minimize di- 
rect loans has kept this phase of the program small. The recent ' 
(1954) formation of the voluntary home mortgage credit pro- 
qram is designed to find private sources of funds for direct loan 
applications, and thus avoid the necessity for direct loans. 

The Federal National Mortgage Association.-One means of 
overcoming the shortage of loanable funds in rural areas is to 
encourage the use of the Federal National Mortgage Association 
by lenders in those areas. Several proposals are before Congress 
now. The one that appears to have the most merit would pro- 
vide that FNMA give an advance commitment at an 8 percent 
discount with "take out" privileges on the part of the lender 
when the loan was closed, if he could find a market with a smaller 

discount. This large discount would prevent inflation, yet make 
it possible for the rural area builder to get construction credit. 

Originating lenders in rural areas should be encouraged to 
use FNMA as long as safeguards against the inflationary use of 
unrestricted advance commitments at par (as was the case in 
the 1950-51 "FNMA boom") are included. As recently pro- 
posed in Congress, a reduction from 3 to 2 percent in the amount 
of FNMA cornmon-stock lenders now have to purchase when 
they sell loans to the Association, should encourage the use of 
FNMA by small lenders without undue inflationary results. 

Since FNMA also sells mortgages to the private market, the 
direct loan authority should be transferred to it from Veterans' 
Administration. FNMA would be in an advantageous position 
to sell such loans to the private mortgage market. 

Other Loam Programs 

The business and farm portions of the program have been too 
small to have any significant impact either on the veteran or the 
economy. The basic reason why they have been insignificant 
appears to be that the possible loan amounts have been too small 
to permit the veteran to embark upon a worthwhile business or 
farm venture. Lenders probably have discouraged the use of 
these loans for very small enterprises. 

The farm and business loans are so small in volume that their 
disposition makes little difference. However, the original legis- 
lative intentions were that agencies conducting similar opera- 
tions should handle the veterans loans. Since the principle of 
avoiding duplication in Government is still valid, it is recom- 
mended that these programs be transferred to appropriate 
agencies. 

The Future of the Loam Program 

Loans for World War II Veterans.-The loan benefits for 
World War I1 veterans are due to expire July 25, 1957. Some 
concern has been expressed that there might be a last-minute 
rush on the part of veterans to use their rights. About the same 
proportion oT veterans as of the general population (57 percent) 
currently own or live in owned homes. This may mean that as 



they get older a larger proportion than in the general popula- 
tion may become homeowners. Furthermore, some of those 
living in homes owned by relatives (assumed to be mostly young 
unmarried veterans) may use a Veterans Administration loan 
in the future. There is no way of predicting how many may 
make last-minute applications provided lenders will accept 
their qualifications. 

Incomes of home-buying veterans appear to be higher than 
those of nonveterans, so the objective of aiding the veterans 
during adjustment to civilian life is not as important as it was 
for the early years after the war. Furthermore, the original 
objective of aiding the economy over the transition from war 
to peace is no longer pertinent. The FHA insured loan pro- 
gram, at terms little different, will be available to those who need 
homes and thus will diminish the inflation threat of last-minute 
applications. 

Loans for the Korean Conpict Veterans.-Only 6 percent 
of the veterans of the Korean conflict (including veterans of 
both World War I1 and Korea) have used the loan program 
to date. In part, this is due to the relatively young ages of these 
veterans. The use is about equal to that in a similar period 
after World War I1 and probably can be expected to equal or 
exceed the proportionate use by World War I1 veterans, since 
more dwelling units are now being made available. Further- 
more, the Korean veterans appear to be making use of the loans 
at a younger age. 

In its present form there is considerable question whether 
any significant benefits accrue to the veteran under the home 
loan guaranty program, other than the amount of downpay- 
ment and length of loan maturities. Both of these add to the 
inflation potential of the program, thus increasing the cost of 
housing. Unless improvements are made, there appears to be 
little reason for continuing the program. 

Recome&tiolz No. 45 
(a) The program for World War I1 veterans should be trans- 

ferred to the Federal Housing Administration. In order to 

avoid a last-minute rush and allow an orderly termination of the 

program the benefits should be extended and gradually decreased 
over a 2-year period. 

(b) Legislation should be enacted to transfer the guaranty or 
insurance of home loans for Korean-conflict veterans to the Fed- 
eral Housing Administration under provisions consistent with 
the National Housing Act. The following provisions also 
should be included: 

1. Veterans' preferences as to terms should be retained for the 
present. However, as the end of the period of eligibility 
approaches, these terms should be gradually changed until they 
are identical to the terms available to the general population. 

2. The veteran should be given both a sales contract in which 
plans and specifications are set forth and a builder's warranty of 
at leas; 1 year's duration which, in addition to securing general 
conformance with specifications, should fully protect the veteran 
against substantial defects in equipment and construction. 

READJUSTMENT BENEFITS RELATED TO EMPLOYMENT OR 

REEMPLOYMENT 

In addition to the direct benefits already discussed, veterans of 
World War I1 and the Korean conflict have been entitled to 
three other important benefits which provide them with aid in 
obtaining employment or reemployment. For several million 
servicemen these rights or services helped in achieving the most 
important single step in readjustment by returning them to 
productive and satisfyipg employment in the civilian economy. 

Employment Assistance Through the Public Employment Service 

Under policies which predate the GI bill, the United States 
Employment Service and the affiliated State and local employ- 
ment service systems provide special employment assistance to 
veterans of all wars. Unlike most other readjustment benefit 
programs, this one is completely integrated with the program 
serving the general population. Veterans receive the same 
kind of services that are available to anyone who uses the more 
than 1,700 local offices of the nationwide employment service 
system, but are entitled to special priorities and preferential 
treatment. Qualified veterans have priority over nonveterans 



in referral to job openings. Service-disabled veterans receive 
top priority and other special services. 

Special employment services to veterans were first provided 
during the demobilization period after World War I. In 1933, 
a permanent Veterans' Employment Service was established by 
the Wagner-Peyser Act. The program for veterans was 
strengthened when State employment services were expanded 
to handle unemployment compensation operations after passage 
of the Social Security Act in 1935, and further expansion oc- 
curred in connection with wartime manpower programs. In 
this field, Public Law 346 reaffirmed a benefit that already was 
being provided, and created a Veterans' Placement Board to 
determine policies relating to the Veterans' Employment Service. 
The Board's functions were transferred to the Secretary of Labor 
in 1949. 

Responsibility for the program centers nationally in the Vet- 
erans' Employment Service, within the United States Employ- 
ment Service. Veterans' employment representatives in every 
State and in local offices have functional responsibility for car- 
rying out the program. With veterans comprising about half 
of all male applicants, a general priority is not always mean- 
ingful; what is important is that the program assures that all 
veterans with special placement problems do receive prompt and 
special consideration. 

Over the years, the number of veterans assisted by this pro- 
gram is large. No exact measure of the numbers served is 
possible, since operating data may include the same veteran 
on two or more different occasions, but the following data give 
some indication of magnitude : 

1. In the 10 years ending with fiscal 1955, local employment 
offices received more than 23.6 million applications from vet- 
erans, and there were 15.3 million placements of veterans on 
nonfarm jobs. While many veterans filed more than one appli- 
cation or were placed on more than one job, the total number 
who used the system must have been many millions. 

2. Data on the number of initial counseling interviews-which 
represent only a fraction of the veterans contacting the employ- 

ment offices-shows that about 2.3 million different veterans 
received employment counseling in the same 10-year period. 

3. That the priority extended to all veterans, and the top pri- 
ority to disabled veterans, have been effective is indicated by 
comparing the relative volume of service to veterans and male 
nonveterans. Placements per hundred applicants have run con- 
sistently higher for veterans than for nonveterans, and the ratio 
of placements of disabled veterans has runs from 42 to 88 percent 
higher than for disabled nonveterans in the past 8 years. 

The program has a special significance because successful 
placement or effective counseling may be the key event in an in- 
dividual veteran's readjustment to civilian life. For those who 
have special difficulties in getting work, or deciding upon an 
occupational goal, the veteran's most important problem may be 
solved by being referred to the right job, or being guided into 
an occupational field that fits his needs and capabilities. 
Reemployment Rights 

A second very important benefit in the field of employment is 
the guarantee of reemployment rights to all servicemen who left 
a regular job to enter the Armed Forces. This benefit was cre- 
ated when the Selective Service Act of 1940 was passed. In 
the Senate and House discussions on the peacetime draft, one 
justification for the benefit was stressed by Senator Thomas in 
this pertinent statement: 

If it is constitutional to require a man to serve in the Armed Forces, 
it is not unreasonable to require the employer of such men to rehire 
them upon completion of their service, since the lives and property oi 
the employers as well as everyone else in the United States are de- 
fended by such service. 

The program's importance in relation to the philosophy of 
readjustment benefits lies in its direct recognition of the Gov- 
ernment's obligation to make up for the interruption in normal 
life by military service, and to return the veteran to the same 
status he would otherwise have held. This obligation does 
not rest on wartime service, but on the existence of compulsory 
service. 

The 1940 act gave reemployment rights to all persons enter- 
ing the Armed Forces after May 1, 1940, if they held a regu- 



lar position, had left it to enter active service, and were still 
qualified to perform the duties of the position. The eligible 
ex-serviceman was entitled to reinstatement in the job he held 
before, or in a position of like seniority, status and pay, or in 
the position he would have held if he had not entered serv- 
ice. Under amendments in 1951, a new provision was added 
to cover those with service-connected disabilities which kept 
them from performing the duties of the former job; they were 
entitled to be restored to another position which provides the 
nearest approximation to conditions of the former job. Orig- 
inally administered by the Selective Service System, this pro- 
gram was transferred in 1947 to the Department of Labor. 

I t  is hard to measure the extent to which reemployment 
rights have been used, since many persons obtain reinstatement 
in former jobs without being reflected in operating statistics. 
Promotion of compliance often involves complex interpretation 
of collective bargaining agreements, and an individual case may 
establish the basis for reinstatement of dozens or hundreds of 
employees-1,560 in one instance. Selective Service data show 
that between VJ-Day and March 1947 nearly 835,000 veterans 
were reinstated, including those rehired without the agency's 
intervention. The Department of Labor, since 1947 has han- 
dled some 247,000 cases or problems not including thousands who 
returned to jobs without the Bureau's assistance. 

The exercise of reemployment rights often represents more 
than simply getting the job. The serviceman goes back not 
simply to his old job and pay, but receives any pay increases 
or promotions to which he would been entitled if he had been 
on the job throughout his period of military service. 

Cuwest Problems 

Thus far, the reemployment rights program has operated on 
a short-range basis, without the facilities needed to provide uni- 
form service in every State. I t  should now be reexamined in 
the light of the long-range prospect that Selective Service will 
continue indefinitely, with a continuous shifting of reservists and 
others between the labor force and the armed services. 

The Bureau of Veterans' Reemployment Rights is responsible 
for assuring that servicemen understand and obtain their rights, 
for assisting employers and labor organizations in resolving com- 
plex probIems and for informationa1 activities to assure accept- 
ance by labor and management. To carry out this work, the 
Bureau has made use of cooperating agencies and volunteers in 
a manner unique in the Federal Government. With a small 
headquarters staff and field offices in only 15 States, it has never 
had staff to train and supervise some 3,500 volunteer advisers 
as fully as the program's industrial relations problems require. 
As a result, shortcuts are used to achieve quantity production, 
often at the expense of quality; and the volunteer personnel 
make only part of the contribution they could make with more 
regular guidance and supervision. 

To put the program on a sound long-range basis and provide 
adequate service in States and areas which cannot be effectively 
served at present, more resources are needed. Likewise, the stat- 
utory authority appears to need clarification. 

T7eterms' Preferewe i s  Federal C k i l  Seruice 
The oldest of the employment-oriented benefits is the veter- 

ans' preference in the Federal Civil Service, which dates back to 
the period immediately after the Civil War. The first law pro- 
viding such preference, enacted in 1865, applied only to veterans 
with service-connected disabilities, but in 19 19 preference was 
extended to nondisabled veterans as well. This benefit affects 
only a small percentage of all veterans-those who seek or obtain 
Federal Government jobs. For them, it provides a double ad- 
vantage: First, they receive preference in obtaining jobs (a 10- 
point preference for the disabled and 5 points for the nondis- 
abled, in civil service eligible lists). Second, those who obtain 
such jobs are given a lifetime advantage in retaining their jobs 
once they have been. hired. Puring periods of reduction in force, 
veterans in each tenure group (career, career-conditional, and 
indefinite) are laid off only after nonveterans in the same tenure 
group have been separated, regardless of length of service. In 
addition, in the case of removal or separation for cause, a veteran 
may appeal to the Civil Service Commission after he has gone 



through his agency's regular appeals procedure, and the Com- 
mission may override the decision of the employing agency. 

At the present time, over half of the civilian employees of the 
Federal Government are veterans and are entitled to the priv- 
ileges granted by the Veterans Preference Act of 1944. 

The initial preference in competing for Federal jobs is a jus- 
tifiable readjustment benefit, if limited to a reasonable period 
after discharge from the service. As a lifetime preference, it 
is in conflict with the general criteria for sound readjustment 
benefits outlined in chapter VIII. The lifetime preference also 
tends to be self-defeating in terms of the readjustment needs of 
veterans just leaving service. In a male labor force which con- 
sists largely of veterans, the young veteran must compete mainly 
against the other, older veterans who have the same 5-point pref- 
erence, plus greater experience or seasoning on the job. A pref- 
erence for a limited period, such as 5 years after discharge, would 
thus do more for the veteran who is most in need of special help. 

The special appeals procedure for veterans tends to make a 
traditional and necessary function of management into an elabo- 
rate, costly, and time-consuming quasi-judicial procedure. The 
readjustment needs of the veteran do not require this privilege 
for more than a reasonable period after discharge from the 
service. 

Preference in retention during reductions in force for non- 
disabled veterans has no real relation to readjustment needs 
and does violence to the basic principles of the Federal merit 
system. The goals of open competition and equal treatment 
for all, on the basis of their ability to serve the public as em- 
ployees, cannot be achieved if there is arbitrary discrimination 
in favor of one group based on factors having nothing to do 
either with their efficiency or with their readjustment needs 
as veterans. 

General Appraisal of Benefits Related to Emfiloyment and 
Reemployment 

The benefits related to employment assistance and reemploy- 
ment help to round out the total structure of readjustment bene- 

fits, and play an important role in meeting the needs of many 
veterans who may therefore have no need for other benefits. 

The Commission considers that these benefits are sound and 
effective. They involve very slight costs in comparison to the 
service rendered. There are, however, certain improvements 
that should be considered. The reemployment rights program 
should be put on a long-range basis, with adequate facilities 
to provide uniform service in all States. In the employment 
assistance program, the Commission believes that nondisabled 
veterans should not receive special priority for life, as they do 
at present. Preference for a limited number of years after leav- 
ing service would be more consistent with the concept of read- 
justment. 

In its present form, veterans' preference in Federal civil serv- 
ice has no sound justification, and major changes in the pro- 
gram seem desirable. 
Recommendation No. 46 

(a) The reemployment-rights program fills a positive function 
in assisting ex-servicemen to return to employment. Inconsisten- 
cies in the statute should be clarified and resources augmented. 

(b )  The Commission believes that veterans' preference in 
entering civil service and the special appeals procedure for vet- 
erans should be provided for a limited period after discharge (say 
5 years), but should not continue for nondisabled veterans after 
a reasonable period for readjustment has been provided. There 
is no justification for special retention rights for nondisabled vet- 
erans, beyond crediting toward length of service the time spent 
in the Armed Forces during wartime. For veterans with a sig- 
nificant compensable service-connected disability, a permanent 
preference both in hiring and retention seems justifiable, since 
their disability may put them at a disadvantage both in obtaining 
and retaining jobs. Such permanent preference should not be 
given, however, to those with only minor disabilities-certainly 
not to those with less than 30 percent ratings. 



Chapter X 

BENEFITS FOR PEACETIME EX-SERVICEMEN 

One of the most fundamental and far-reaching questions con- 
sidered by the Commission was whether and in what form re- 
adjustment, disability, and related benefits should be extended 
to peacetime ex-service men and women. January 3 1,1955, was 
the cutoff date for eligibility under the program of readjustment 
benefits for Korean conflict veterans. 'Persons entering the 
.Armed Forces since that date are not entitled to the broad pro- 
grams of readjustment and related benefits-education and 
training, loan guaranty, unemployment compensation and em- 
ployment assistance, vocational rehabilitation, preference for 
Federal employment, and mustering out pay-which were ex- 
tended to World War I1 and Korean veterans. I t  is of some 
interest also that these peacetime ex-servicemen are not eligible 
for membership in the major veterans' organizations, and, ex- 
cept for certain benefits and services growing out of service- 
connected disability or death, they will not ordinarily come 
under the cognizance of the Veterans' Administration. 

Already there have been proposals in Congress to extend re- 
adjustment aid to peacetime ex-servicemen, either by giving 
them some or all of the benefits that Korean veterans receive or 
through some substitute for such benefits. As the time ap- 
proaches when substantial numbers of peacetime ex-servicemen 
enter civilian life, public interest in this question can be expected 
to increase. 

Major policy decisions, which may affect our national life for 
many decades, are involved in deciding whether any benefits 
should be provided to this group, and if so, what form these bene- 
fits should take. Do the conditions of peacetime service create 
special needs for assistance, and do they impose an obligation 

on the Government to assist in meeting such needs? If such 
needs and obligations do exist, should the peacetime serviceman 
be treated as a separate class of citizen, apart from others? Or  
should his needs be met through programs that serve the gen- 
eral population, with such adjustments in detail as may be 
needed? 

As a basis for decision, the pertinent facts about the peacetime 
serviceman and his readjustment needs wererstudied by the 
commission. These factors included the situation in which the 
peacetime serviceman is demobilized as compared to that met 
by World War I1 and Korean veterans; the effect of Selective 
Service and deferment policy on the selection of those who shall 
or shall not serve in uniform; the relative importance of com- 
pulsory and voluntary service in various periods; the character- 
istics of the present serviceman as compared with those of World 
War I1 and Korean veterans; and past and present conditions 
of military service. 

The Government's obligation in this area was also examined 
in relationship to overall needs and the national interest. The 
Commission's analysis of the problem rests on the assuinp- 
tion that the Nation is faced with a long-range situation not 
comparable to anything in its past history. For an indefinite 
future, the defense needs of the Nation will be those of a "peace" 
in which safety requires the Armed Forces be maintained at a 
level far higher than in any past peacetime period-and not far 
below the level during the Korean conflict. Barring total peace 
or outright war, it was assumed that future military service, at 
least in the next decade, will take place under the following 
long-term conditions : 

The Armed Forces will have about 3 million men on active 
duty and a turnover at a relatively steady rate of approximately 
700,000 persons annually. The level of the Armed Forces 
will be maintained through a combination of recruitment and 
Selective Service. The major provisions of the Universal Mili- 
tary Training and Service Act of 1951 and the Armed Forces 
Reserve Acts of 1952 and 1955 will remain in force. There will 
be a continuing need for a nucleus of highly trained career mili- 



tary personnel as well as an effective system of Reserve Forces. 
Continued economic growth and a relatively high level of civil- 
ian employment is also assumed. 

These conditions will be considerably different from a "short- 
term" emergency. This means that, in long-range policy, the 
needs of the individual peacetime ex-serviceman must be bal- 
anced against other national considerations in housing, educa- 
tion, welfare, ciyilian and military manpower, and many other 
fields. The costs of special readjustment programs extending 
indefinitely into the future must be considered in relation to 
alternative programs which would serve all citizens. 

DEMOBILIZATION 

Under what conditions will the peacetime serviceman be 
called into service? What alternative way6 of fulfilling his ob- 
ligation for military service does he have and what chance for 
deferment of such service? Under what conditions will he be 
demobilized? A comparison of the World War I1 and Ko- 
rean veterans with the peacetime ex-serviceman in these re- 
spects has led the commission to conclude that there are sub- 
stantial differences which will, generally, favor the peacetime 

P U P .  
In the first p l~ce ,  only 700,000 servicemen are expected to 

be discharged annually over the next decade. This relatively 
low rate of demobilization contrasts sharply with the 10 million 
veterans discharged in the year following V-J Day. I t  is, how- 
ever, not much smaller than the peak rate of discharges im- 
mediately after the Korean conflict. 

Partly because of the extremely rapid discharge of World War 
I1 veterans, they returned to civil life in a period of job scarcity 
and wide-spread unemployment. The 10 million who were 
separated in the year following V-J Day entered an economy 
in which civilian employment was dropping due to cut-backs 
in war production Almost 9 million World War I1 veterans 
drew an unemployment or self-employment readjustment allow- 
ance, half of whom received such benefits for 20 or more weeks. 
The K o r v ~ n  veteran, on the other hand was &~scharged at a 

time when civiliax~ employment was high and, consequently, 
has drawn far less employment benefits. A similar favorable 
situation is expected for peacetime ex-servicemen. 

The critical shortage of residential housing which faced the 
World War I1 veteran is too well known to need further com- 
ment. No such critical shortage faced the Korean veteran in 
1952 and 1953, and none is expected in the foreseeable future. 

ENTRY INTO SERVICE 

Turning to the other side of the process-entry into service- 
the Commission has noted the present wide range of alternative 
ways of fulfilling the obligation for military service, in con- 
trast to the situation prevailing during World War 11. These 
include not only enlistment in the rep la r  Armed Forces for 3, 
4, or more years or in the Reserves with 2 years of active duty, 
but also, for those under age 18%, enlistment for only 6 months 
of active duty training with subsequent enrollment in either 
the National Guard or in the Reserves. Those in college may 
enroll in an ROTC program, and there are, of course, a number 
of grounds in which the deferment of service can be requested 
and obtained. Such alternatives did not exist during most of 
World War 11. One was simply inducted. Dependency was 
the major ground for deferment during the early years of the 
war and employment in an essential occupation during the 
latter part. 

I t  is estimated that of those now entering the Armed Forces 
each year, less than 30 percent are inducted by Selective Service. 
During the Korean period the proportion inducted was almost 
40 percent and in World War I1 over 60 percent. In fact, the 
Armed Forces probably will not need a significant proportion 
of the ablebodied young men of draft age in the years immedi- 
ately ahead, and many in class I-A, available for service, will 
not be called. 

Under present Selective Service legislation, deferment for 
completion of high school must be granted if requested. At 
the college level, under present regulations, those who are able 
to enter college and who are above average students can usually 



secure deferments to finish a 4-year college course. During the 
Korean period, proportionately somewhat more college stu- 
dents were inducted than will be in the foreseeable future. By 
the midpoint of World War 11, deferments for ablebodied col- 
lege students had been practically eliminated-they were 
needed in military service. 

World War I1 and the Korean conflict came upon the country 
quickly. Young men who were inducted could not foresee that 
military service would be required and plan for it. Today, 
Selective Service and the possibility of mandatory service can 
be foreseen and planned for by all young men. They can there- 
fore arrange their term of service to fit best into their individual 
plans. 

PROFILE OF T H E  PEACETIME EX-SERVICEMAN 

Such factors as the age, marital status, educational attain- 
ment, and previous civilian job experience will, along with the 
conditions of service, determine the readjustment needs of ex- 
servicemen. Broadly speaking, the "peacetime" and Korean 
ex-servicemen are expected to be quite similar in these respects, 
but both groups differ substantially from veterans of World 
War 11. 

In general, the peacetime ex-serviceman will differ most 
from the veterans of World War I1 with respect to age, with 80 
percent of the peacetime group being 24 years of age or younger 
at separation from the service as compared with about 40 per- 
cent of World War I1 veterans. In addition, a larger propor- 
tion of World War I1 veterans were married and had prior 
civilian job experience, and more of them had been in profes- 
sional, managerial, and skilled occupations before entering the 
Armed Forces. 

The typical peacetime ex-servicemen will be under 25 years of 
age when discharged from the service, single, and with a high- 
school education or less. More than a third will have no civil- 
ian job experience prior to service, about 15 percent will have 
been in professional and skilled jobs, and the rest will have 
come into the Armed Forces from semiskilled and unskilled 
occupations. 

The formal education level attained by the peacetime ex- 
serviceman is expected to be as follows : 

Percent 
Less than high-school graduate 40 
High-school graduate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  42 
1-3 years of college ................................... 11  
College graduate ........................................ 7 

CONDITIONS OF MILITARY SERVICE 

The conditions under which military service is performed will 
affect the readjustment needs of the ex-serviceman as well as 
the Government's obligation. A distinction between needs and 
obligation is important, however, because whether one serves 
under combat conditions or not may have little, if any, effect 
on certain readjustment needs in housing, unemployment com- 
pensation, or education and training, but it may be a considera- 
tion in deciding the degree of the Government's obligation in 
meeting such needs. Unlike during World War I1 and the 
Korean conflict, today there is no "shooting war." 

Among the more important conditions of service affecting 
the readjustment problem are the length of service, occupa- 
tional nature of military duties, education and training received 
while in the service, and pay and other compensation. 

Length of Sewice 

The median length of service during World War I1 was ap- 
proximately 30 months and the comparable figure for the Ko- 
rean conflict was about 26 months. It  is assumed that peace- 
time service will also average about 26 months which is, obvious- 
ly, not much greater than the 24-month mandatory period of 
service required of those drafted. 

A more striking change in the conditions of military service 
has been the increasing need for and growth in the proportion 
of military personnel in civilian-type occupations. The de- 
mands of modem technological warfare and the complexities of 
logistical support, transportation, and communications are re- 
flected in the high proportion of military personnel who are en- 



gaged in technical, scientific, administrative, clerical, and other 
skilled occupations, trades, and crafts. Most of this development 
occurred before and during World War 11. A further and more 
gradual trend in the same direction has taken place since. 

In 1954, for example, 16 percent of all enlisted military per- 
sonnel were in technical and scientific occupations, 17 percent 
in administrative and clerical occupations, and 24 percent were 
mechanics, repairmen and craftsmen. The proportion of per- 
sonnel in each of these groups has increased somewhat since 
World War 11. Contrariwise, those enlisted men in military- 
type occupations decreased from about 39 percent in World 
War I1 to 25 percent in 1954. 

It may be asked how comparable the Armed Force's "civilian 
I type" occupations are with parallel jobs in civilian life and how 

much civilian demand there is for such occupational specialties. 
While precise answers to such questions are not possible in all 
instances, the Commission's appraisal can be summarized as 
follows : 

1. Fairly close comparability exists between the majority of 
military occupations and their civilian counterparts. In many 
cases transfer of skills with little or no additional training is 
possible. 

2. In some of the occupational specialties closely comparable 
to civilian jobs (electronics, aircraft mechanics, and so forth) 
there is a high civilian demand. For many of the occupational 
specialties, however, the civilian labor demand is relatively low, 
including the large administrative and clerical group and the 
seamen who constitute most of the Navy's lower enlisted grades. 

3. About half of the enlisted men in 1954 were in occupations 
closely comparable to civilian jobs where there was a moderate 
to high civilian labor demand. The other half were in occupa- 
tional specialties with no civilian counterpart or where there 
was no significant civilian labor demand. 

4. It is likely that many ex-servicemen simply will not want 
to follow the occupation to which they were assigned while in 
the service. Moreover, inductees and first-term enlistees will 
undoubtedly be in the lower skill levels of the various occupa- 

tional groups and hence will be less "salable" in the job market. 
They are probably more highly concentrated in the military-type 
and low civilian demand groups in the Army, and they are un- 
questionably concentrated in the military-type groups, for which 
there is little civilian labor demand, in the Navy, 

I@-Sewice Tvaining 

Closely related to the occupational structure of the Armed 
Forces in its bearing on readjustment needs are the extent and 
kind of on-duty education and training and the availability of 
off-duty educational opportunities. During the fiscal year 1955, 
about 837,000 military personnel (27 percent of those who 
served during that year) receked on-duty specialized training. 
Of this group the largest number, 384,000 (or 46 percent of 
those receiving specialized training) received military-type 
training with no civilian counterpart. About 203,000 (24 per- 
cent) received technical and scientific training and 108,000 ( 13 
percent) were trained as mechanics and repairmen. Same 
67,000 ( 8  percent) received training for administrative and 
clerical occupations. Smaller numbers were trained as service 
workers, craftsmen, operatives, and laborers. About 20,0001 
(2 percent) received training in literacy up to the fourth grade 
educational level. 

The demands of modern technological warfare require mili- 
tary personnel to be trained in a wide variety of crafts and occu- 
pations, from atomic energy to zoology. The extent of special- 
ized training reported for the Armed Forces for 1955 reflects 
this need for specialization; 433,000 men graduated from formal 
schooling related to some civilian type occupation. This num- 
ber was about 17 percent of the men who served in the Armed 
Forces in 1955. 

Between World War I1 and the present time the trend toward 
a greater need for trained technical and scientific personnel 
continued. However, at no time have training facilities and 
needs for specialized personnel been such that all who wanted 
training could get it. I t  would appear also that specialized 
training is less likely to be given to inductees and more likely 



to be open to those who reenlist or indicate their intention of 
doing so. 

On the basis of available data it is estimated that perhaps 
half of the enlisted men reentering civil life under present con- 
ditions will have received formal specialized training while in 
the Armed Forces. Perhaps a fourth will have received train- 
ing in skilled or semiskilled jobs for which there is a high civil- 
ian labor demand. On the other hand, an able and ambitious 
person who remains in the service for more than one enlistment 
is very likely to be well trained in a skilled civilian-type occupa- 
tion for which there is a relatively high civilian labor demand. 

Off-Duty Educational Opportunit&s for Sewicemen 

The serviceman today has a wide range of opportunities for 
off-duty educatioil and training which will assist him toward 
a civilian or military career. Such training is encouraged by 
the Armed Forces because it also contributes to the on-duty ef- 
fectiveness and morale of military personnel. 

Present opportunities for off-duty education and training are 
considerably greater than in World War 11. The United States 
Armed Forces Institute (USAFI ) correspondence courses were 
the main vehicle by which the World War I1 serviceman could 
advance his formal education. Today, in addition to the 
USAFI program of tests and correspondence courses, service- 
men are more often able to attend formal courses of study on 
the base and at civilian educational institutions in off-duty hours 
and are given tuition assistance by the Armed Forces to do so. 

The accomplishments of this large and varied educational 
program are often intangible and hard to measure, although 
statistics give some measure of their magnitude. In  the Army, 
for example, in fiscal year 1955, 36,000 men completed the 
fourth-grade program; 13,000 received an eighth-grade certifi- 
cate, 36,000 completed the high-school-level General Educa- 
tional Development test, and 7,400 passed the first-year college 
equivalency test. Army men and women completed 180,000 
group study courses, 31,000 courses at civilian schools and col- 
leges, and 15,000 USAFI correspondence courses. 

Active Army enrollments in off-duty educational programs as 
of March 31, 1955, totaled 184,326, about 15 percent of all 
Army personnel. This is slightly less than the number of Army 
personnel who received on-duty specialized training during 
1955. About 58,000 were enrolled in group study courses, and 
135,000 in USAFI correspondence courses. Only 10,000 were 
enrolled in civilian schools and colleges. 

Similar opportunities exist in the Navy, Marine Corps, Air 
Force, and Coast Guard and, allowing for differing conditions 
of service, these services have enrollments comparable to those 
cited for the Army. 

I t  is difficult to evaluate the extent to which off-duty educa- 
cational programs enable the serviceman to prepare for civil- 
ian life if he so chooses. Presumably, military service, includ- 
ing on-duty training, is essentially a full-time occupation, and 
even under the best of circumstances only a limited amount of 
formal education can be completed while in service. Such con- 
ditions of service as lack of adequate library facilities, field exer- 
cises and sea duty, overseas duty, barracks living-all may make 
educational progress difficult. While the formal educational 
progress which can be made in these programs should not be 
discounted, it appears that their chief value, from a readjust- 
ment point of view, will be to keep the serviceman who plans to 
return to civilian life "in touch" with the educational process. 
The opportunity to do so-to advance educationally, even if at 
a slow pace, is of great value and represents a major difference 
between military service today and in the pre-World War I1 
period. 

Pay and Other Compensation 

Increases in military pay since 1949 have brought military 
pay scales more into line with pay scales in civilian life for jobs 
of comparable difficulty, particularly if the preponderance of 
youthful and inexperienced personnel in the Armed Forces. is 
considered. Further, if notice is taken of the fact that much 
of the real compensation is provided "in kind," the economic 
side of military service appears in a more favorable light than 
before and during World War 11. For example, the gross com- 



pensation of the new recruit is at least $2,400 a year when 
account is taken of the food, clothing, shelter, medical care, tax 
advantage, and other special factors, while his basic cash pay 
is only $936.' Since maintenance is fully provided by the Gov- 
ernment for the man with no dependents, a very substantial 
portion of this cash can be converted into savings, if there is a 
real desire to do so. 

The opportunity for advancement in the military service is 
great today. The typical enlisted man is first given an automatic 
pay increase in 4 months, and a reasonably able man can readily 
secure two more promotions and attain the rank of corporal 
in 2 years. The average basic compensation plus maintenance 
in cash allowances and "in kind" for enlisted men in 1955 was 
estimated by the Department of Defense to be $2,740 per year. 
When $700-$800 is added for medical care, special pay, and 
tax advantage, the gross compensation of the typical enlisted 
man is seen to be substantial. 

BENEFITS FOR PEACETIME EX-SERVICEMEN : BASIC 

CONSIDERATIONS 

In considering benefits for peacetime ex-servicemen, the Com- 
mission believes that a distinction should be made between 
benefits related to service-connected injury or disability and 
benefits not so related. The Government's obligation as em- 
ployer to those who are injured or disabled in peacetime service 
is not fundamentally different from the obligation to disabled 
wartime veterans. As noted further in connection with specific 
programs the best way of meeting this obligation in peacetime 
may in some cases diier from the means used in the past to 
handle wartime service-connected disabilities. 

The problem with respect to peacetime ex-servicemen with- 
out service-connected disability is whether the Government has 
a special obligation to them which is significant enough to war- 
rant the provision of special benefits comparable to those pro- 
vided to wartime veterans. This question requires evaluation 

'Committee on Retirement Policy for Federal Personnel, 83d Cong., 2d sess., 
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of the handicaps which military service involves as against the 
benefits the serviceman derives from military service and other 
broader factors. 

The outstanding factor in favor of providing special "veter- 
ans' benefits" to peacetime ex-servicemen who are not war vet- 
erans is that Selective Service is in effect. As long as military 
service is not universal-and it can never be actually universal 
except in a negative way in event of total war-some young men 
will be required to do more than others. Under present condi- 
tions over half of the males reaching age 18 will see military 
service sooner or later. This may, therefore, impose a handicap 
upon them which might be said to require redress in the form of 
special benefits. 

On the other hand, military service can no longer be regarded 
entirely as lost time. As developed at greater length earlier, there 
have been great changes in the conditions of military service 
which today makes it a challenging and potentially rewarding 
experience for any alert young man. Special training oppor- 
tunities for jobs which are increasingly complex and similar 
to those in civilian life, and opportunities for off-time educa- 
tion and training point up the fact that a large part of peacetime 
military service is training. The value of military experience 
has not gone unrecognized by former servicemen, as the Com- 
mission's survey of veterans has indicated. 

A further consideration is that the' policies pursued with 
respect to veterans benefits should not interfere with the 
maintenance of our military strength or with other national 
considerations. For example, it is clearly undesirable for the 
Government with one hand to increase military pay to attract 
men into the Armed Forces, and with the other hand to provide 
liberal separation and readjustment benefits after 2 years' serv- 
ice, again at public expense, which encourage these same men to 
leave the Armed Forces. 

The magnitude of the Armed Forces the country may have to 
maintain must also be taken into account. If 700,000 men are 
taken into the service yearly, there will be by the end of this 
centurv 26 million living peacetime ex-servicemen. Careful 



consideration is required of the long-range effect upon our so- 
ciety if the fact of military service in the present neither peace 
nor war condition should continue and be made the basis for 
special privilege and special benefits. First, there is the obvious 
question of the appropriateness of the criterion of former mili- 
tary service as a basis of eligibility for benefits. In other words, 
there is a question whether certain benefits-such as educa- 
tional assistance-should be provided solely on the basis of 
military service or on a basis which will recognize ability and 
need on the part of all qualified youngsters, ex-servicemen as 
well as civilians, and females as well as males. 

Secondly, there is the matter of cost and the related question 
of optimum return from public expenditures. Extension of edu- 
cation, rehabilitation, mustering-out and unemployment benefits 
to peacetime veterans on the model of the benefits provided to 
the veterans of the Korean conflict would mean expenditures of 
over $900 million for each year's entrants into the Armed Forces. 
This would average to about $1,300 per man-o r  $650 per year 
of military service. 

Risk is a difficult factor to measure, but it has been a con- 
sideration in the enactment of special benefits for wartime vet- 
erans. Present military service is differentiated sharply from 
service during the World War I1 and Korean conflict periods 
when combat risks existed. 

The Commission concludes that with respect to benefits for 
nondisabled ex-servicemen in peacetime the changed character 
of our national military responsibilities for the foreseeable future 
is the primary factor, If the present large Armed Forces are to 
be maintained, not as a temporary matter, but for many years, 
the whole concept of obligation to render military service must 
be reevaluated. Military service--specially if it is reasonably 
compensated-cannot continue to serve as a basis for special 
privilege under present day conditions. The young citizen must 
be expected to serve in the Armed Forces as a matter of course, 
and the Government's post-service obligation must be limited to 
compensation for such significant disabilities and substantial 
problems as may arise directly out of military service, and to 
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giving him the usual benefits to which any employee might be 
entitled. 
SERVICE-CONNECTED DISABILITY COMPENSATION AND DEATH 

BENEFITS 

At the present time, peacetime veterans are eligible for com- 
pensation from the Veterans' Administration for service-con- 
nected death and disability. The rates payable, however, are 
only 80 percent of the wartime rates. However, full rates are 
payable in cases where the injury or death of the serviceman re- 
sults from conditions simulating war or in armed conflict. 

Under the pending survivorship benefits bill (H. R. 7089), 
peacetime servicemen would be provided the same survivorship 
benefits as wartime veterans. The justification for continuing 
80 percent disability benefits for peacetime servicemen has never 
been clearly set forth, and under present day conditions it does 
not appear sound to provide lower rates to those who are disabled 
in peacetime service. 

Recommedatiom No. 47 

The Veterans' Administration should continue to provide dis- 
ability and death compensation benefits for peacetime service- 
men, and the rates payable should be the same as to those who 
served in wartime. 

VOCATIONAI, REHABILITATION FOR SERVICE-CONNECTED DISABILITY 

Monetary compensation is increasingly being recognized as 
only part of an employer's obligation to persons who are disabled 
on the job while in his service. The forward-looking view today 
is that the first objective should be the social and economic re- 
habilitation of the disabled person, and that the employer-the 
Government in the case of servicemen-has an obligation to 
make rehabilitation services available. 

The essence of rehabilitation, as described elsewhere in this 
report, is the treatment of the whole man, and it must be under- 
taken promptly after the disability occurs. The modern-day 
concept of rehabilitation includes not only medical rehabilita- 
tion--which peacetime ex-servicemen will obtain under existing 
laws from the Department of Defense and the Veterans' Admin- 



istration-but also vocational rehabilitation. I t  is important 
that vocational rehabilitation be provided as a part of the Gov- 
ernment's assistance to the disabled person because it offers the 
maximum opportunity for making him economically self-suffi- 
cient. I t  enables him to provide for himself and makes the dis- 
abled person more useful to society and less of a burden on the 
Government. If rehabilitation is successful, these persons 
through taxation will be making substantial contribution to the 
costs of compensation, and the need for disability compensation 
will be reduced. 

The Government has provided, through the Veterans' Admin- 
istration, vocational rehabilitation and readjustment training for 
the disabled and nondisabled veterans of World War I1 and 
the Korean conflict. Almost all the disabled servicemen of 
these two conflicts have had the alternative of taking the general 
education and training benefits under Public Laws 346 and 550 
or vocational rehabilitation training under Public Laws 16 and 
894. 

Servicemen who have entered the Armed Forces since Febru- 
ary 1, 1955, are no longer eligible for either the vocational reha- 
bilitation or general education and training benefits from the 
Veterans' Administration. Along with other citizens, however, 
they are eligible for vocational rehabilitation services through 
the Federal-State vocational rehabilitation programs under 
which any disabled person is covered. 

Two closely related questions arise with respect to these ex- 
servicemen, if they have service-connected disabilities : What 
should be the scope of vocational rehabilitation that the Govern- 
ment should provide, and which agency of the Government 
should administer such a program? In  a forward-looking view 
of disability, the answer to the first question is unmistakably 
clear. The Government should make sure that all necessary 
services are available to the peacetime disabled serviceman so 
that he can again become a useful and productive member of 
society. 

As to the administering agency, two alternatives are irnrnedi- 
ately available: the Veterans' Administration and the Federal- 
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State programs. The choice between these alternatives involves 
a consideration of many factors. First, there is a question 
whether in view of other related benefits, the counseling and 
vocational rehabilitation of peacetime ex-servicemen can suc- 
cessfully be turned over to an agency outside the Veterans' Ad- 
ministration. In terms of treating the whole man and giving 
him continuous attention until he is suitably employed, how- 
ever, the Federal-State program may have an advantage over 
the present Veterans' Administration arrangement. Also, be- 
cause it is a State-operated program, it is closer to the indi- 
vidual who needs the services. 

Many of the peacetime disabled, as has been the case with 
the wartime service-connected cases, will be discharged with- 
out any period of extended hospitalization or following medical 
services in military hospitals. The State rehabilitation programs 
operate through local offices and therefore should be able to 
render service promptly to these individuals. Others in this 
disabled group will receive, after treatment in military hospi- 
tals, additional medical services through Veterans' Administra- 
tion hospitals. These hospitals and the State rehabilitation 
agencies should be developing increasingly closer working rela- 
tionships to insure adequate services to veterans with non-sew- 
ice-connected disabilities. The same effective methods needed 
to insure prompt referral of the non-service-connected case 
should be utilized, of course, for the peacetime case. 

There is a question whether peacetime ex-servicemen in the 
different States would all receive, under the Federal-State pro- 
grams, the necessary services to accomplish their rehabilitation. 
There are variations in the scope and development of the State 
programs, even though guided by the same Federal standards. 
In  addition, there are important differences in the rehabilita- 
tion services to a disabled person under the Federal-State pro- 
gram as compared with services provided to wartime cases 
through the Veterans' Administrat-ion. For instance, certain of 
the services under the Federal-State program are provided only 
if the individual cannot pay for them. Subsistence is provided 
only when shown to be actually needed. For persons rehabili- 



tated in 1954 through the Federal-State program the average 
cost of training including books, supplies, subsistence, and trans- 
portation was about $618 per case. About one-half of the 
group received subsistence during training. In contrast, the 
average cost for veterans rehabilitated under the World War I1 
and Korean conflict veterans' programs was about $3,500 per 
case. All of these disabled veterans received a subsistence al- 
lowance at an average rate of about $100 a month. The average 
length of these training programs was about 28 months; the 
length of the courses of training in the State-Federal program 
is not known. 

A final consideration is the fact that under peacetime con- 
ditions the number of servicemen who are disabled will be con- 
siderably lower than during wartime. Between 1947 and the 
start of the Korean conflict, the highest number of persons en- 
tering the Veterans' Administration compensation rolls because 
of peacetime service-incurred disabilities in any one year was 
only 5,876. A certain number of these, following the comple- 
tion of medical treatment, are not likely to need additional 
rehabilitation services. They will make their own vocational 
adjustment in their home communities. If no training bene- 
fits are provided to nondisabled veterans, it will be uneconomi- 
cal to maintain an adequate vocational rehabilitation service 
in the Veterans' Administration because the peacetime disabled 
group will be so small. The Federal-State program is carried 
out at the local level in every community in each of the States 
and Territories. I t  has the responsibility for locating and serv- 
ing the disabled in the whole civilian population. 

The Commission believes that the way in which the Federal 
Government provides for the vocational rehabilitation of its 
civilian employees who are injured on duty points the way to 
the proper solution of the question. 

The Federal Employees Compensation Act now provides for 
the rehabilitation of Federal employees injured on duty through 
State rehabilitation programs with a 100 percent reimbursement 
of the costs by the Federal Government. A similar arrange- 

ment existed during World War I1 for the vocational rehabilita- 
tion of civilian war-disabled, including merchant seamen who 
were injured in the course of duty. With proper safeguards 
to assure fully adequate rehabilitation of the disabled ex-sew- 
iceman, this kind of arrangement would make unnecessary the 
indefinite continuance of a special program in the Veterans' 
Administration which, because of the relatively small number 
of cases spread over the country, would be very costly to main- 
tain on an adequate basis. 

Recommendation No. 48 
(a) Vocational rehabilitation as well as physical rehabilitation 

is essential in a well-rounded program for the treatment of the 
disabled. The Government should make adequate provision to 
meet the vocational rehabilitation needs of disabled peacetime 
ex-servicemen in order to assist them in preparing for and finding 
suitable employment. 

(b )  These disabled ex-servicemen should be served on a prior- 
ity basis in their local communities through the Federal-State 
vocational rehabilitation program. Services required in their 
rehabilitation should be provided without reference to financial 
need. The Federal Government should reimburse the States for 
100 percent of the cost of the necessary services, and these services 
should be fully adequate to insure the vocational adjustment of 
these individuals. 

( c )  Emphasis in this program should be placed upon the treat- 
ment of the whole man, and the initiation of rehabilitation serv- 
ices, including vocational training, at as early a date following 
disablement as is feasible. This requires that the various agen- 
cies concerned in any way with the disabled ex-serviceman, 
including the Department of Defense, the Veterans' Administra- 
tion, and the Federal-State rehabilitation agencies, should 
develop the relationships which will insure a coordinated 
approach and a continuity to the rehabilitation of the individual 
and his restoration to employment by the most effective methods 
known. 



MEDICAL AND HOSPITAL CARE 

Under existing laws, peacetime exservicemen may obtain both 
in-patient and out-patient medical care for their service-con- 
nected disabilities. 

Medical and hospital care is not available, however, for non- 
service-connected conditions except where the exserviceman is 
in receipt of compensation or was dicharged for disability in lime 
of duty. 

The Commission makes no recommendation in this field since 
the medical programs were outside its jurisdiction. 

VETERANS' INSURANCE 

Under present laws and regulations, peacetime servicemen 
are entitled upon leaving the service to take out $10,000 of in- 
surance. This insurance is of two kinds. Veterans with a 
service-connected disability may obtain service-disabled vet. 
erans' insurance, which is available on both a permanent plan 
and term basis. Nondisabled veterans may take out the vet- 
erans' special-term insurance, which is obtainable only on a 
5-year renewable term basis. No dividends may be paid un- 
der the latter program. 

Recommerzdation No. 49 

As discussed in another part of the Commission's report, the 
Government should continue to provide insurance to veterans 
with service-connected disabilities which prevent them from 
obtaining commercial life insurance at standard rates, but the 
insurance for nondisabled veterans should be discontinued for 
future entrants. These same recommendations should apply to 
peacetime ex-servicemen as well as to wartime veterans. 

MUSTERING-OUT PAY 

One of the more costly readjustment benefits provided to 
World War I1 and Korean conflict veterans have been the mus- 
tering-out payments. These have been paid at the rate of $100 
for domestic service of less than 90 days, $200 for domestic serv- 
ice of over 90 days, and $300 for those with overseas service. 
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The payment of a sum in cash in the months following separa- 
tion has been designed to tide newly discharged veterans over 
until they could obtain jobs. Under the Korean "GI bill" vet- 
erans do not become eligible for unemployment compensation 
until one month has passed for each $100 of mustering-out pay 
received. 

Mustering-out payments have averaged about $250 per man, 
and with a turnover of 700,000 men annually would represent 
an annual cost of $1 75 million. Under present day conditions 
when there is no forced demobilization and the problem is rather 
to retain personnel in the Armed Forces, the payment of sub- 
stantial amounts of mustering-out pay undoubtedly helps provide 
inducement for a serviceman to go back to civilian life. The 
average serviceman who is separated receives about $200 cash 
in the form of terminal leave settlement plus final pay and trans- 
portation home, and this should be adequate. 

Recommerzdation No. 50 

Under the more normal conditions now prevailing in the econ- 
omy, there appears to be no need for special mustering-out pay- 
ments to ex-servicemen. 

REEMPLOYMENT RIGHTS 

An important readjustment benefit in the field of employ- 
ment is the guaranty of reemployment rights to all servicemen 

who have left a regular job to enter the Armed Forces. This 
right was established by the Selective Service Act of 1940 and is 
still in effect for peacetime ex-servicemen. 

Recommendation No. 51 

Reemployment rights provided by existing laws should be 
maintained as long as compulsory military service exists. 

EMPLOYMENT ASSISTANCE AND RELATED SERVICES 

Veterans of all wars, including the two most recent conflicts 
are entitled to special services and priorities in obtaining jobs 
through the nationwide system of public employment offices. 



The nondisabled veteran is given priority over nonveterans in 
referrals to job openings, and disabled veterans have an over- 
riding preference. In addition, veterans receive special services 
such as employment counseling. 

The peacetime serviceman will without question have special 
problems in finding employment after his discharge, and these 
will not differ greatly from those of the Korean veteran since 
youth and lack of experience are the main reasons for their 
difficulty in finding jobs. 

I t  does not appear desirable or necessary, however, to extend 
to peacetime servicemen the same priorities that are given to 
war veterans. Instead, it appears desirable to meet this prob- 
lem by developing long-range programs which recognize that 
one important function of the public employment service will be 
to assist young men and women who return to the labor market 
after a period of military service. The employment service, in 
principle, seeks to provide appropriate assistance to all appli- 
cants who have special placement problems. If the special 
needs of the peacetime servicemen are recognized, and adequate 
programs exist to meet these needs, no arbitrary "priority" seems 
necessary. 

While priority in referrals to job openings does not appear to 
be necessary for peacetime ex-servicemen, special attention should 
be given to employment counseling and similar services for this 
group. 

PREFERENCE I N  FEDERAL EMP1,OYMENT 

Wartime veterans including veterans of the Korean conflict 
receive preference in obtaining Federal employment, and those 
who obtain such employment are given a lifetime advantage in 
retaining such jobs. Peacetime ex-servicemen with service-con- 
nected disability have preferential rights for Federal employment 
on the same basis as wartime veterans. 

Persons who have entered the Armed Forces since July 1,1955, 
and who are without service-connected disability have no rights 

under the Veterans Preference Act of 1944. They do have a 
temporary retention preference based on their reemployment 
rights and the right to file a delayed application for examina- 
tions which were open while they were in the Armed Forces. 
The Commission is in accord with this policy as well as the policy 
of giving peacetime ex-servicemen with substantial service-con- 
nected disability the same rights as wartime veterans. The Com- 
mission's views on such rights for wartime veterans with service- 
connected disability are discussed further in Chapter IX. 

UNEMPLOYMENT COMPENSATION 

With the exception of self-employed persons and domestic 
servants, almost all workers in the economy are eligible for un- 
employment compensation when unemployed. Most of them 
are covered by State unemployment insurance laus, while sepa- 
rate Federal programs exist for railroad workers and Federal 
Government employees. Persons in active military service, 
unless they are war veterans, have no such protection. The 
present program for Korean veterans, administered by the De- 
partment of Labor, has operated much more satisfactorily than 
the earlier program for World War I1 veterans, but does not 
apply to persons who entered the Armed Forces after January 3 1, 
1955. 

Under present law, few peacetime ex-servicemen have benefit 
rights under State unemployment compensation laws, based on 
prior civilian employment. In general, such rights exist only in 
those States which provide for "freezing" benefit rights during 
military service, since only the wage credits earned within the 
last year or two are normally counted under State laws. Since 
many peacetime ex-servicemen are young and have little or no 
civilian work experience, the majority have no right to benefits. 

Insurance against unemployment has gained wide acceptance 
in this country and is a form of protection to which every worker 



is entitled whether he serves with the Government or is em- 
ployed in private industry. In 1954, unemployment compensa- 
tion was extended to Federal civilian employees on a basis 
whereby benefits are geared to those payable under the laws as 
found in each State and the cost is borne on a 100-percent basis 
by the Federal Government. This approach appears to be a 
satisfactory prototype for coverage of military personnel, who 
are at present the largest single group working for a major 
employer who are not covered by unemployment insurance. 

In extending such coverage, it appears desirable to base the 
ex-serviceman's wage credits on his "gross compensation" while 
in military service. In this way both basic pay and allowances 
and maintenance in kind would be reflected in the wage base on 
which unemployment benefits are computed. For convenience 
in administration, wage credits should probably be fixed at a 
uniform amount for all individuals in a given grade or rank, since 
to determine the exact amount of individual earnings and allow- 
ances would require complex records and would not greatly 
affect the final amount of benefits. 

Recommendatio?z No. 53 

Unemployment insurance coverage should be extended to 
peacetime service in the Armed Forces along the lines of the pro- 
tection now provided for Federal civilian employees. For this 
purpose the wage base should recognize the full or "gross pay" 
of military personnel. 

EDUCATION AND TRAINING BENEFITS 

The Commission recognizes that the main handicap which 
may be incurred by the peacetime ex-serviceman, other than 
service-connected disabilities elsewhere discussed, is the effect 
that a period of 2 years' mandatory service at an early age may 
have upon education. At the age of entrance into military serv- 
ice, schooling is the occupation of many, and military service 
will delay some young men from advancing their formal educa- 
tion and will perhaps cause some to drop their plans forever 
because marriage and other pursuits may interfere with their 
return to school or college. 
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In terms of educational attainment there will be three major 
groups of peacetime ex-servicemen: 

Those who did not finish high school, about 40 percent of the 
total.--Most of these men entered the service voluntarily. They 
did not finish high school because they did not find such training 
compatible with their interests and aptitudes. Most of them 
will have neither the educational background nor the aptitude 
for regular college work. In general, the regular educational 
system is not equipped to meet their needs, otherwise they would 
have stayed in school longer. Except for such training and ex- 
perience as they may acquire while in service, they will be poorly 
equipped to enter the labor market. Many of them will need 
trade and vocational training of below college level in order to 
make up for the civilian work experience and seniority lost by 
virtue of military service. 

Those who completed high school and did not enter college, 
also about 40 percent of the total. Consisting of both inductees 
and enlistees, this group will have varied educational needs. 
First, there will bc those who have neither aptitude for nor in- 
terest in college training. To the extent they did not acquire 
while in service skills useful in civilian life, their educational 
and training needs will be much like those who did not com- 
plete high school. Second, there will be able students who 
wished to go to college but did not have the funds to enter and 
hence could not get a college deferment. Such persons will 
still want to go to college when they reenter civil life. Final- 
ly, there will be those with aptitude for college or other formal 
postsecondary training who had not made up their minds just 
what to do after high school. The absence of a clear-cut career 
goal is not uncommon among 19- and 20-year-olds. The avail- 
ability of education and training benefits at the time they leave 
the service is apt to have great influence on whether they go to 
college or other training, just as it has for those who wished to 
go to college before entering the service but who did not have 
the funds. 

Those who had entered or completed college, almost 20 per- 
cent of the total. This group will consist largely of those who 



were deferred for one or more years to attend college or were 
in the ROTC programs and served as officers. Of those who 
have not finished college, some will have failed in college or 
failed to qualify for deferment, and part of this group will wish 
to go to work immediately or acquire trade or vocational train- 
ing. In view of the use of education benefits by Korean-conflict 
veterans, however, most of those who had entered but not finished 
college prior to entering the service will wish to continue their 
education after service. Of those who had finished college, 
perhaps a fourth or more will wish to go on to advanced grad- 
uate or professional study. 

The educational requirements or aspirations of these ex-serv- 
icemen cannot, however, be attributed entirely or even pri- 
marily to the fact of military service. Peacetime ex-servicemen 
will have the educational needs outlined above because they will 
be young and will have characteristics and problems much like 
those of all young people. 

The Commission has noted the present favorable conditions 
under which military service is performed, including the edu- 
cational opportunities available while in service, the level of 
military pay and allowances and the liberal deferment policy 
for high school and college students. Of particular relevance 
is the wide range of alternative ways of fulfilling the obliga- 
tion for military service and the fact that under present condi- 
tions the timing of military service can be planned so as to min- 
imize the effect on formal educational progress. 

The Commission believes the effect of 2 years of compulsory 
military service on formal educational progress under present 
conditions is not great enough to justify the establishment of a 
special program of educational benefits for peacetime ex-serv- 
icemen. 

I t  is true that in a few years the number of students receiving 
educational benefits under the Korean GI bill-presently some 
350,000 in college and a like number in training of below col- 
lege level-will drop sharply. The country's largest scholar- 
ship program will end, at a time when all signs poiit to an in2 
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creasing need for more highly trained professional and scientific 
personnel and wider educational opportunities. 

I t  has often been pointed out that the World War I1 and 
Korean-conflict educational programs provided benefits of such 
breadth and magnitude that they lifted the educational level of 
the country as well as of the individual veteran. 

The Commission is strongly of the opinion, however, that on 
a long-range basis-the context in which the problem of the 
peacetime ex-serviceman must be appraised-Federal educa- 
tional benefits based solely on peacetime military service are not 
a sound means for meeting the country's educational needs, 
pressing though these needs may be. 

The problem must be met squarely on its own merits. The 
Commission feels that serious consideration should be given to 
the best way of meeting the country's needs through appropriate 
general programs open to all who can qualify, including 
ex-servicemen. 

(a)  Under present conditions of military service the degree of 
interruption of the educational process incurred by peacetime 
ex-servicemen does not warrant special programs of educational 
benefits. 

(b)  Educational benefits for ex-servicemen should not be used, 
on a long-term basis, as a means for meeting national educational 
needs. The broader national interest in adequate education, 
particularly at the higher levels, should be considered on a gen- 
eral basis which will take into account the abilities and needs of 
all young people, including ex-servicemen. Qualified ex-service- 
men competing for Government scholarships, under any future 
general programs of educational assistance, might properly be 
given a reasonable preference to offet the handicap they would 
have in competing with civilians with more recent academic 
work. Factual data collected by the Commission in its study of 
special veterans' programs may prove of value to agencies con- 
sidering our general educational needs, such as the President's 
Committee on Education Beyond the High School. 



LOAN BENEFITS FOR PEACETIME EX-SERVICEMEN 

Since the peacetime serviceman is normally released at an age 
when he is not ready to marry and buy a home, the type of read- 
justment needed by hi can be met better by other readjust- 
ment aids. For those servicemen who elect to stay in the service, 
an FHA program (title 11, sec. 222, added to the National Hous- 
ing Act in August 1954) is already available. The insurance 
premiums for these loans are paid by the Department of Defense 
as long as the borrowers stay in the service. For the others, 
service in the late teens or early twenties for a 2-year period can 
hardly justify a long-range loan benefit program other than 
that available to the general public. 

Recommendation No. 55 

It  is recommended that no special loan benefits be made avail- 
able for peacetime ex-servicemen. 

NON-SERVICE-CONNECTED PENSIONS 

Non-service-connected pensions for peacetime ex-servicemen 
raise an important issue. The Commission's study showed that 
by the year 2000 there will be over 26 million peacetime ex-serv- 
icemen in civil life, assuming that the Armed Forces remain at 
their present strength and the annual turnover is 700,000 men. 
If non-service-connected pensions were provided for this group, 
it would ultimately involve outlays running into many billions of 
dollars, since even under existing laws the projections indicate 
that non-service-connected pensions will cost an average of 
$6,000 to $9,000 per man who enters service. 

In terms of precedent the answer is unequivocal. Non-serv- 
ice-connected pensions have not been provided to peacetime 
ex-servicemen. Pensions have been associated with the concept 
of war risk and have been limited to war veterans. As in the 
case of readjustment benefits, the case against pensions rests on 
a low level of Government obligation to the peacetime ex-service- 
men because of the more favorable conditions of peacetime serv- 
ice. There is the further important consideration that under 

pending legislation-and as also recommended by this Cornmis- 
sion-all active military service would be credited for OASI 
purposes just like private employment. 

Recommedatwls No. 56 

Non-service-connected pensions should not be provided for 
peacetime ex-servicemen. 



Chapter XI 

NON-SERVICE-CONNECTED PENSIONS 

Pensions are paid to veterans or to their dependents to fill 
needs not directly arising from military service. Traditionally, 
pensions have been awarded to veterans of wartime service 
either by reason of age or on account of disability not traceable 
to service-connected causes. Such payments have also been 
made to the widows and orphans of war veterans who died from 
causes not traceable to service. Usually, they have been paid 
upon proof or presumption of need. Older veterans and their 
widows, however, have often been awarded pensions regardless 
of their economic situation. Pensions have never been paid to 
peacetime ex-servicemen. 

Of all the programs administered by the Veterans' Admin- 
istration the pension program looms largest in the years ahead. 
Already it is on a par, in terms of expenditures, with readjust- 
ment and rehabilitation benefits and is second only to service- 
connected disability an'd death compensation. Within 5 years 
its cost-under present laws-will equal that of compensation. 
About 20 years later it is likely to equal, and thereafter to exceed 
for several decades, the cost of all other Veterans' Administra- 
tion programs combined. (See chart I11 in chap. IV.) 

In terms of beneficiaries eligible under current laws, present 
numbers must be expected to double within 10 years and nearly 
quadruple within the next 30 years. 

The reason for this sustained growth over a period of time 
when the trend in caseloads and costs under all other veterans' 
programs will have turned downward is explained by the nature 
of pension benefits. Pensions are essentially a means of aiding 
veterans and their dependents in coping with the common ad- 
versities of life not connected with service. These adversities 
may-and usually do---arise long after service was rendered. 

The needs for readjustment and rehabilitation benefits mani- 
fest themselves soon after the end of a conflict. Service-con- 
nected disability and even death claims reach a peak within 
2 or 3 decades. Not so the needs which give rise to pension 
claims. Disabilities developed in civil life, old age, and ulti- 
mately death, all come typically many years after a veteran 
leaves the service. When a veteran dies from natural causes, 
long after war's end, survivor pensions may be paid to his widow 
or children for many more years. 

Historical DeveZopmmt and RationaCe of Pmsioms 
Service-connected compensation benefits date back to the 16th 

century laws of Elizabethan England and to Colonial enact- 
ments in this country. Non-service-connected pension benefits, 
however, have their origin in this country at a later point in time. 
There is no counterpart to them in England and in most other 
countries. Canada does have a similar type benefit for veterans 
in need who rendered overseas service during wartime. 

The first pension in this country was enacted for veterans of 
the Revolutionary War in 1818. Service during the war of at 
least 9 months was required to qualify for pension and the 
amounts varied depending on whether the veteran had been an 
officer or a private. From then on similar legislation was en- 
acted after every major conflict in which this country has been 
engaged. For the earlier wars benefits of this type were enacted 
approximately 30 to 50 years following the end of the conflict. 
At first, they were usually limited in scope and exacting in 
conditions of entitlement. Subsequent liberalizations lessened 
the restrictions, notably by reducing the period of war service 
required and thus widening the group of eligibles. Require- 
ments of need and other qualifying conditions such as age and 
disability were eliminated until wartime service alone, usually 
for 60 or 90 days or even less, remained the sole condition of 
eligibility. 

This progressive development is particularly striking with re- 
gard to pensions for dependents of deceased veterans. The first 
enactment of pension benefits for widows was in 1836. It  began 
by extending the pension payable to a veteran with no less than 



6 months' service in the Revolutionary War to his widow, for the 
term of her widowhood, provided she had been married to him 
before the end of his service. Gradually the service requirement 
was lowered to 14 days or participation in 1 engagement and 
eligibility was extended to widows married to the veteran at any 
time prior to his death. Subsequent legislation extended the 
benefit even to a veteran's widow who had remarried and been 
widowed anew. 

The time span for enactment of pensions has been shortened 
for recent wars. For World War I veterans a limited pension 
was enacted in 1930. For veterans of World War I1 and the 
Korean conflict pension benefits were provided while the con- 
flicts were in progress. Eligibility requirements for World War I 
and World War I1 pensions, especially those for survivors of 
World War I veterans, have been liberalized since their original 
enactment. However, outright service pensions of the type pro- 
vided in connection with the Spanish-American War and earlier 
wars have not been granted to veterans of any of these three con- 
flicts. 

Many reasons have been advanced in support of veterans' non- 
service-connected pensions. The pensions for Revolutionary 
War veterans were justified largely by the argument that they 
had not been adequately paid during the war and, later, had 
received back pay in depreciated currency. 

Many other arguments in support of pensions were advanced 
in later periods. The soldiers' contributions to the enrichment 
of the country by their exceptional valor were stressed for the 
War of 1812 and the War with Mexico. A frequent reason 
throughout was reward for service freely given to the country 
in its time of need. This was particularly stressed in connection 
with the volunteer method of raising troops for wars prior to 
the Civil War. Those who responded to the call were deemed 
to merit special, preferential treatment, especially in their own 
hour of need. Often it was suggested that pensions would have 
an incentive effect upon those in service or who would serve in 
the future. Some arguments changed from war to war as con- 
ditions changed or as counterarguments were produced by the 

opponents of pensions. Until recent wars, poor medical records 
for those in the Armed Forces and unduly strict requirements to 
establish service connection for certain disabilities were im- 
portant factors underlying the demand for pensions. 

Changing economic conditions, especially the changing con- 
dition of the Federal Treasury, have also had their influence 
upon the development of pensions. As a rule, pension laws 
were enacted or liberalized during periods of Treasury surplus. 
On the other hand, the only two significant attempts to curtail 
benefits were made during periods of budgetary stringency, in 
1820 and in 1933. 

Ecomomic Security for Veteralas 

Stripped of all passing considerations, the main concern of 
pension legislation for veterans has been to keep them and their 
kin from want and degradation. Pensions for Revolutionary 
War veterans were to keep them from "being reduced to in- 
digence and even to real distress" in their old age. They were 
made available to any veteran in "need of assistance from his 
country for support." Throughout the years this has been the 
lasting motivation. Even where need was not required to be 
shown, it was presumed to exist by reason of old age. We have 
been unwilling as a Nation ever to see the citizen-soldier who 
had rendered honorable service in wartime reduced to the dis- 
honorable status of a "pauper." Pensions were provided to 
them as an "honorable" form of economic assistance. 

To understand the historical preoccupation with this possi- 
bility, one must remember that from Colonial days down to the 
1930's the only alternative to granting special protection to 
needy veterans and their dependents was to expose them to the 
risk of becoming charges of public or private charity. There 
simply was not available a general first line of defense against 
the common hazards of economic life: Loss of income due to 
unemployment, inability to work either because of old age or 
disablement, and death of the family provider. True, State and 
local programs of public relief had improved in quality with 
the country's increasing wealth. The moral contempt for the 
poor which had heen a characteristic of the early days was 



fading. Yet, the conditions accompanying the receipt of relief 
retained those very features which denied it the character of 
an honorable substitute for the normal work income. Dis- 
franchisement, pauper's oaths or, at any rate, designation of the 
relief recipient as pauper, almshouses, workhouses remained 
common features of State welfare care as late as our own century. 

Present Pensiotz Provisions 

At present, pension provisions are substantially alike for vet- 
erans of the "new wars," that is World War I, World War 11, 
and the Korean conflict, but different for those of the "old wars," 
mainly the Spanish-American War. 

Veterans of the "old wars" have enjoyed service pensions pay- 
able by reason of service alone or disability or age and regardless 
of the veteran's other income. Since the pensionable age for 
Spanish-American War veterans is 62, and since all surviving 
veterans of that war are older than that, it can be said that all 
living veterans of that and any other "old war" who have had 
the minimum period of service required to be eligible (ranging 
for the most part from 30 to 90 days) are now on the pension roll. 
The same is true of the survivors of deceased veterans of the 
"old wars," that is, their widows who are not remarried and their 
minor or helpless children. 

Veterans of the "new wars" who have served honorably for 90 
days (or less if discharged for a service-connected disability) are 
eligible for pensions based on disability from any nonservice 
cause, other than willful misconduct, which makes the veteran 
unemployable. In the case of veterans below age 55 such dis- 
ability must be both permanent and total, in addition to causing 
unemployability. From age 55 on the required extent of the 
disability is lowered until at age 65 disablement of 10 percent en- 
tailing unemployment is sufficient. A further qualifying condi- 
tion is limited income. The veteran's income from other sources 
than the pension must not exceed $1,400 per year, or, if he is 
married or has a minor child, $2,700. 

The pension rate of $66.15 monthly is the same for all, except 
that those over 65 and those on the roll 10 years, even though 

younger, receive $78.75. Those helpless or blind or in need of 
regular aid and attendance draw a substantially higher rate, 
$135.45 monthly. 

Pensions to widows and dependent children of a deceased 
veteran vary more widely. Those payable to widows and chil- 
dren of the "new wars" are practically the same in all respects 
but one. World War I1 and Korean conflict pensions are pay- 
able only if the veteran at the time of his death had a service- 
connected disability of some kind. World War I survivors' pen- 
sions, like survivors' pensions of the "old wars," are not subject 
to such a restriction. 

Orphan children aged 16 and over, up to 18 (or 2 1 if in school, 
or any age if helpless-until married) are generally treated alike 
under all laws. Orphan children below age 16 are favored 
under the Spanish-American War pension laws by a substantially 
higher rate of pension. 

Survivors' pensions under "old wars" legislation are not 
subject to an income test. Under the pension laws pertaining 
to the "new wars" the same income limitations apply as are used 
in determining eligibility for disability pensions. But the in- 
come tests are administered separately to the widow and, if she 
is disqualified on account of excess income, to the children of the 
deceased veteran. 
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I ~ l i c ~ ~ t w n s  for the Future 

Veterans and survivors who are eligible for service-con- 
nected compensation benefits have always constituted a small 
percentage of those serving in a given conflict. The peak in 
the compensation roll has always come shortly after the end of 
each conflict and then has tapered off through the years. 

The heaviest pension load by contrast, has typically come 
many years after the end of each conflict, since pension bene- 
fits have tended to be payable to veterans on an old-age or non- 
service-connected disability basis, or to the widows of deceased 
veterans. 

At the present tinie only a small proportion of the living 
veterans are in the age 65 and over group. The big pension 
load for World War I, World War 11, and the Korean conflict 
lies ahead. Chart I shows the projected number of cases 
which are likely to be on the non-service-connected pension 
rolls under existing laws, assuming that 50 percent of the vet- 
erans over 65 qualify for pensions. At the present time there 
are about one million veteran and survivor cases on the rolls. 
In the next few years the World War I load will increase sharp- 
ly and then after 1965 will tend to decline. However, this de- 
cline will be more than offset by an increase in the World War 
TI load, and toward the end of the century, by accession of Ko- 
rean conflict cases. As the chart shows, by the end of the cen- 
tury it is likely that over 3 1/2 million veteran and survivor cases 
will be on the benefit rolls. The bulk of this increase will be 
among veterans, since the number of survivor cases on the rolls 
at that time is projected at somewhat less than the 400,000 
now on the rolls. 

The increase in the number of cases on the pension rolls would, 
of course, be much sharper if present laws were liberalized to 
provide for a "service pension" for all veterans of age 65 and 
over and to widows of all deceased veterans. As chart I1 shows, 
on this assumption the number of cases would increase by the 
end of the century to over 12 million-more than 3 times the 
number expected under present laws. Not only the number of 
veterans on the rolls, but the number of survivor cases too would 
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increase sharply. By the year 2000, the dependents cases on 
the rolls would number about half the total of 12 million shown 
in chart 11. 

The Commission's studies indicate that all people, including 
veterans, tend to have lower incomes after they reach age 65. 
Accordingly, proposals which would automatically presume all 
veterans beyond age 65 to be totally disabled or unemployable, 
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under present income limitations of $1,400 and $2,700 per year 
on outside income exclusive of Veterans' Administration benefits, 
would go a long way in the direction of a "service pension." For 
example, statistics indicate that in 1954, 78 percent of the World 
War I veterans in the over 65 age group had total incomes (in- 
cluding Government benefits) of less than $3,500, and 67 percent 
had incomes below $2,500. A substantial number, 29 percent 
had incomes of less than $1,000. The private incomes of these 
veterans were, of course, somewhat lower than their total in- 
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comes, since about one-third of the World War I veterans in 
the age 65 and over group were already receiving veterans' 
pensions in 1954. 

THE GENERAL SOCIAL SECURITY PROGRAMS 

The main function of the veterans' pension programs has been 
to provide support to veterans when they were in actual or pre- 
sumed need because of disability or old age, or to their depend- 
ents after the veteran had died. Since no other programs were 
available to meet these legitimate needs, it can be said that the 
veterans' pension programs pioneered in the income maintenance 
field in the United States. 

With the passage of the Social Security Act in 1935, however, 
a new era in social welfare legislation began. The bulk of the 
wage earners, including most of the veterans, were provided 
benefits comparable to some of those which had been available 
only to veterans. In rapid succession, the various social insur- 
ance features of the act took effect, beginning with the payment 
of lump-sum death benefits in 1937, unemployment compensa- 
tion benefits in 1938, and survivor and old-age benefits in 1940. 
Moreover, the traditional "last resort" programs of public as- 
sistance were substantially bolstered, expanded, and afforded a 
measure of respectability by anchoring certain categories of bene- 
fits in Federal law and supporting them by Federal grants. 

Pzcrpose and Scope of Social Secwity Programs 
As the framers of our social security program conceived of it, 

and as subsequent developments have to a large extent borne out, 
the program, consisting of several constituent parts, was designed 
to provide safeguards against the major risks of economic in- 
security. Thus, the social security system provides protection 
in the form of income maintenance to the worker and his de- 
pendents when the family's usual income is cut off by such 
common hazards as unemployment, retirement, or death of the 
breadwinner. 

Old-age and survivors insurance (OASI) , the largest com- 
ponent of the social security program has become the basic social 
insurance protection for persons in gainful employment and for 
their dependents. Financed from contributions by the wage 



and salary earners of the country, by their employers, and by 
the self-employed, this program pays benefits based on past 
earnings to aged persons insured under it who retire from full- 
time work, to their aged wives and minor children. Upon the 
death of the family provider insured under the program, it pays 
survivor benefits to his widow provided she is aged or has minor 
children in her care. 

This general program has been broadened through successive 
amendments so that in 1955, practically universal coverage had 
been achieved. By the middle of that year, out of 64.6 million 
persons working, 56 million (87 percent) were cwered under 
OASI. Of the 8.6 million not so covered, Federal civilian work- 
ers accounted for 1.8 million. They have their own retirement 
and survivorship program. Efforts to coordinate that program 
with OASI are currently under way. Three million were in the 
Armed Forces. While not permanently covered under OASI, 
members of the Armed Forces have "temporarily" received free 
wage credits for every month served since September 1940. 
Many have thus acquired fully insured status for life and others 
have acquired substantial wage credits of $160 per month to- 
ward OASI-insured staus. This temporary coverage provision 
expired on March 31, 1956, but a bill to make OASI coverage 
for the Armed Forces permanent is now before the Congress. 
For those who have left the Armed Forces, the chances are 
better than 9 out of 10 that they have entered civilian jobs which 
are covered under OASI. 

The OASI program has grown into its own as the basic eco- 
nomic security program only in the last few years. In 1940 only 
two-fifths of all male workers were insured and eligible for 
benefits (see chart 111). Of the males over age 65, only one-tenth 
were eligible. Today, four-fifths of all male workers are insured. 
Of all the aged males (65 and over) living today, more than 
three-fifths are eligible for OASI benefits. Among the males 
currently reaching age 65, three-fourths are eligible. Of all 
men dying, more than one-half leave their survivors eligible 
to draw an OASI benefit. 
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In future years, the extent of OASI protection will be even 
more inclusive. Under existing laws, in 1965 and thereafter, 
about 9 out of 10 male workers will be not only covered but in- 
sured under that program. Thus 9 out of every 10 males reach- 
ing age 65 will be entitled to benefits upon retirement and, in 
the event of death, their survivors will be so entitled. 

Along with the broadening of the OASI program, there has 
also taken place a marked improvement in the adequacy of 
benefit amounts. In  1940 the average monthly benefit paid to 



a retired male worker without dependents was $23 and to one 
with a wife age 65 or over, $35. By 1955, average benefits for 
these categories of beneficiaries had increased to $64 and $102, 
respectively. As chart IV indicates, the future will bring further 
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increases in the adequacy of OASI benefits. By 1965, the indi- 
vidual retired worker will receive, on the average, $83 and one 
with a wife over 65 will receive $126 per month. Further in- 
creases will materialize in the years following. 

Taken together, the broadened eligibility for benefits under 
OASI and the greater adequacy mean that an increasing seg- 
ment of our population will have a minimum level of basic pro- 
tection in old age and in the event of death of the family pro- 
vider. 

Other General Income Maintenance Programs 

The old-age and survivors insurance program is the basic in- 
come maintenance program in this country. As indicated in 
chapter IV, outlays under the program in 1955 amounted to 
more than $4 billion. In  10 years they will more than double 
By 1985 they will more than quadruple under existing laws. 

Simultaneously with the increase in the scope and adequacy 
of the OASI program, there has been a substantial growth of 
other income maintenance programs in our society. Various 
public retirement programs other than OASI as well as private 
retirement programs, notably in the industrial sector, have come 
into being. Unemployment insurance has likewise been estab- 
lished in every State. State and Federal programs of work- 
men's compensation which protect workers who are disabled 
while on the job, have been improved. Finally, to meet needs 
which are not met in any other way, Federal-State public assist- 
ance programs have been established to provide the essentials 
for aged, blind, and disabled persons and for dependent chil- 
dren. 

Altogether the general income maintenance programs at Fed- 
eral State and local levels of Government-but not including 
private benefit plan disbursements-in the past fiscal year ac- 
counted for expenditures of over $1 1 billion. As described in 
chapter IV  this total is projected at over $18 billion for 1965 
and at nearly $30 billion in 1985. It is clear that there has come 
into existence a source of protection against economic hazards 
providing substitute incomes which are bound to benefit veterans 
along with nonveterans in large proportions. This new source 
of protection must be taken into account in any reevaluation of 
the proper role of veterans pensions in our society. 



Veterans U d m  the General Income Maintenawe Pvogvams 

Veterans as well as nonveterans share increasingly in the pro- 
tection which is provided by OASI and other general income 
maintenance programs. Today one-tenth of all males age 65 
are veterans; toward the end of this century more than three- 
fifths will be. (See chart V.) Today nearly one-sixth of all 
males dying are veterans; toward the end of the century vet- 
erans will represent nearly one-half of that group. Even more 
important veterans constitute today two-fifths of our labor force, 
and in the comparable age groups a somewhat higher percent- 
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age of veterans are in the labor force and are working than of 
nonve terans. 
This means that veterans are covered under the basic OASI 

program in an even higher proportion than are nonveterans and 
that in the case of old age or in the event of death, they or their 
survivors will be entitled to OASI or other benefits. Thus, in 
the years to come, virtually all veterans who die or who reach 
the retirement age of 65 will be insured for OASI survivor or 
retirement benefits. If they are not covered by OASI, it is likely 
that they will be covered by one of the other staff retirement sys- 
tems. As a last resort, of course, they are-just as other peo- 
ple-entitled to fall back on the public assistance programs, 
where the main criterion for benefits is individual need. At the 
same time, however, the conditions of eligibility for veterans' 
non-service-connected pensions have been liberalized. At age 
65, a disability from any cause of only 10 percent is required if 
it results in unemployability and if the veteran's income is below 
the level of $1,400 if single, or $2,700 if married or with depend- 
ent child. Under existing laws and regulations, veterans who 
have reached age 65 can qualify for a non-service-connected 
pension in a substantial percentage of cases. As table 2 indi- 
cates, in 1947 only 14.8 percent of World War I veterans who 
were over 65 were receiving pensions. With the return of the 
economy to peacetime conditions and the liberalization of eligi- 
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bility requirements, 34.5 percent of the World War I veterans 
in this age group are now on the pension roll. Accordingly, in 
the Commission's projections it seemed realistic to assume that at 
least one-half of the veterans age 65 or over would be on the 
pension roll in future years under existing laws. 

Even at present, the extent of overlap between OASI and the 
veterans' pension program is considerable. A survey undertaken 
by the Veteransy Administration in 1954 indicated nearly one- 
half of the aged veterans of the "new wars" who were on the 
pension roll were also receiving OASI benefits. This resulted 
in part from the as yet rather low level of average OASI benefits 
and also the fact that today the income limitations under the 
veterans' laws and regulations are sufficiently high so that even 
the maximum OASI payment falls below them. 

In future years, both the number and proportion of veterans 
entitled to OASI payments will increase to the substantial per- 
centage shown on chart I11 or even higher. Thus under exist- 
ing laws, it appears that an increasing number of veterans will 
qualify for OASI benefits and for veterans pensions as well. This 
raises a fundamental issue of public policy: Is it necessary or 
desirable for the Federal Government to. continue to provide 
veterans pensions to persons whose basic needs will be met 
through the basic OASI system to such a degree as the Govern- 
ment has determined to be adequate for the population gener- 
ally? More specifically, the issue is whether the Government 
is obligated to provide a veteran who is receiving an OASI bene- 
fit of from $70 to $100 a month, an additional veteran's pension 
at present rates, or indeed any pension at all. 

RELATIONSHIPS BETWEEN THE VETERANS' ADMINISTRATION 
PENSION PROGRAM AND T H E  GENERALOASI PROGRAM 

Di8erent Origins But Common Purpose 

The two programs, veterans' non-service-connected pensions 
and OASI, though differently conceived are clearly merging 
on several fronts. 

Pensions have been premised on the conviction that those 
who fought the Nation's wars should be assured its support when 

and if needed. Sometimes need was simply taken for granted- 
when pension laws were long delayed and could benefit relatively 
few persons of ripe old age. But this was done against a back- 
ground of a complete lack of general income maintenance pro- 
grams. Under such conditions need could indeed be presumed 
to exist rather widely. 

Modern social insurance programs are almost entirely based 
on the idea of meeting presumptive needs which are known to 
exist whenever common economic hazards strike. Thus OASI 
was designed to do for all the people what veterans' pensions 
were to do under more limited circumstances for a group re- 
garded as especially deserving. 

Both programs aim to protect against loss of regular income 
due to old age or to loss of the family provider: Pensions in the 
form of a gratuity for past service, OASI on a contributory basis 
related to past earnings. In addition, the pension program 
covers loss of income owing to work-disabling illness or accident. 
Similar protection on a limited scale has been proposed along 
with other liberalizations of OASI as part of the Social Security 
Act Amendments of 1955, now before Congress. 

Frequently the argument is made that in view of the contribu- 
tory character of the OASI benefit as an earned right, such 
benefits should be considered as in a class by themselves. Speci- 
fically, it is sometimes argued that OASI benefit payments 
should not be regarded as a part of the nation's total budg- 
et for social welfare outlays, nor should receipt of individual 
OASI benefits be taken into account in determining a veteran's 
eligibility for a pension and the extent of his presumptive un- 
met need. 

The Commission cannot espouse this view. OASI is a pro- 
gram of social insurance. Unlike private insurance, it is not 
geared primarily to individual equities but rests in the main on 
broader social considerations. It  was conceived and organized 
with concern for satisfying widely felt social needs for economic 
security. For those insured under the program, the categories 
of persons entitled to benefits are those generally recognized as 
needing protection most, chiefly retired aged persons and sur- 
vivors such as minor children, aged widows and those left with 



minor children in their care. OASI benefit amounts are heavily 
weighted in favor of low-income earners and are all subject to 
minimum and maximum limits. Although it operates through 
a trust fund with a limited buffer reserve, the contribution rates 
in the form of payroll taxes on covered employment are sched- 
uled to rise in future years as benefit disbursements increase, 
which revenues must then come out of current production. 

The Commission believes that a fiscal and economic evalua- 
tion of any special benefit program must take into account the 
impact of OASI. In light of the OASI program's designated 
role as basic income insurance system for the whole population, 
the Commission believes further that it is imperative to take 
account of the protection OASI provides in assessing the need 
for any other more specialized program, such as the veterans' 
pension program. 

Similarities and differences in the major elements of pro- 
tection afforded by the two programs are as follows: 
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The extent of parallel cmerage of certain risks as well as dif- 
ferences in coverage is indicated by the foregoing tabulation. 
The areas where one program provides protection to those eligi- 
ble under it and the other one does not, may be summarized as 
follows for veterans of World War I and later wars: 

1. Disability benefits at ages below 65 stand out as the main 
area where there is at present no double coverage. Veterans' 
pensions in this area provide an important protection to veterans 
which is not now available through the general OASI program. 
However, even in this area legislation is pending to provide cash 
OASI payments at age 50 or above. 

At ages 65 and above, there can be duplication under existing 
laws between OASI "old-age" benefits made possible by the 
"disability freeze" and Veterans' Administration "disability" 
pensions. 

2. In the survivor benefits area there are some major differ- 
ences, as well as overlaps. Under the veterans' pension program 
benefits are provided to childless widows under age 65 ; under 
OASI only after 65. Both provide benefits to widows with 
minor children, or to children whose mother has remarried or 
who have been orphaned. OASI children's benefits tend to be 
substantially more liberal, but they are payable only up to age 
18; the Veterans' Administration payments are made up to age 
21 if the child is in school, or for life if helpless. 

However, not all widows and children of veterans are covered 
by the Veterans' Administration pension program. Protection 
is available to all otherwise eligible World War I cases where 
the dependents have income below the statutory income limita- 
tions. But for families of World War I1 and the Korean con- 
flict, veterans' pension benefits are available only if, in addition, 
the veteran had a service-incurred disability. 

3. OASI old-age benefits are available at age 65 to all insured 
workers if they retire from full-time work so their earnings are 
below the stipulated limits. Veterans' pensions at age 65 are 
adjudicated on the basis of "disability" with resultant unemploy- 
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ability leading to an income below the statutory limit. How- 
ever, the required 10 percent degree of disability is so small 
(reduced from 40 percent to 10 percent in 1948) that most older 
persons can readily meet it, so the program has increasingly 
assumed the function of providing old-age benefits. 

4. The OASI benefits are contributory, related to past earn- 
ings and payable as a matter of right. The purpose of the 
program is to give all workers a chance to make basic provision 
for their future economic security needs through a general social 
insurance system. Veterans' pensions are gratuities, paid in rec- 
ognition of actual or presumed need. They are more similar to 
public assistance in this respect than to OASI. At the same 
time, they have been based on service to the Nation and hence 
are thought of as more honorable than the public assistance 
benefits. 

5. Neither of the two systems is 100 percent comprehensive in 
its coverage, nor fully adequate in all its benefits. The OASI 
system does not yet cover all employment and some who work in 
covered employment are not yet "insured" and hence not pro- 
tected. Eligibility requirements under the Veterans' Adminis- 
tration pension program leave many gaps for both veterans and 
their survivors. Benefit levels under each of the programs are 
inadequate for some beneficiaries when taken alone, but are 
larger than warranted in the case of others who receive both 
simultaneously. 

VETERANS' PENSIONS AND PUBLIC ASSISTANCE 

Similarities and Diff eremes 

Though limited in scope and sometimes lacking in consistency 
as are most pioneering efforts, veterans' pensions have served as 
a pilot for our general income maintenance programs. Today, 
the social insurances have become the "first line of defense" for 
all the people against the common adversities of life. Public 
assistance cares for those who "fall through the meshes" of this 
screen. 
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Public assistance programs have taken great strides since the 
days of the poor laws. Notably, an effort is made in every State 
to arrive at an objective determination of individual needs. 
Nevertheless, public assistance benefits have not attained the 
social acceptance which has long been accorded to veterans' 
pensions as an honorable means of substitute income. Aside 
from outworn traditions, this is due to great variation in State 
and local practices accentuated by differences in fiscal capacity. 

Assistance programs in almost every State cover the risks 
against which the veterans' pension program offers protection, 
including disability. However, conditions of eligibility, notably 
under the Federal-State program of Aid to the Permanently and 
Totally Disabled, vary widely between States. 

Present Relationship Between Pensions and Public Assistance 

Unlike OASI benefits, public assistance benefits are provided 
generally in such a way as to take account of any veterans' pen- 
sion that may be paid, just as of any other income. Veterans 
and their dependents are encouraged to qualify for any veterans' 
pension to which they might be entitled before they are paid 
public assistance. Also, veterans themselves seek to obtain vet- 
erans' pensions in preference to public assistance and will con- 
tinue to do so as long as they consider public assistance-rightly 
or wrongly--less acceptable. 

Occasionally, difficulties result due to the inclusion of public 
assistance payments as income and ensuing forfeiture of the pen- 
sion. These arise from the fact that public assistance authorities 
had counted on the continued receipt of the pension in deter- 
mining the amount of supplementary public assistance necessary 
in order to meet minimum needs. These difficulties could be 
avoided if public assistance payments were excluded from the 
computation of a pensioner's income. 

Priority Obligations of the ~ouLrnment to Veterans 

This Nation. traditionally has provided generously for the 
needs of veterans who have fought its wars. Those needs di- 



rectly due to war service, and, therefore, specifically needs of 
veterans, have always commanded top priority. First of all are 
the needs of those injured and disabled owing to war service and 
of the families of those killed in war or who died as a result of 
service. Next to be considered are the needs of all those who 
suffered economic or social disadvantages, usually of a temporary 
nature, as a result of service in comparison with those who did 
not serve. 

At one time pensions, aside from land grants, were almost 
the only benefit which the Federal Government bestowed upon 
veterans in an attempt to discharge this latter obligation. By 
contrast, World War I veterans received a bonus and World 
War I1 and Korean conflict veterans were given a wide range 
of readjustment benefits at a cost of $27 billion to help them 
gain or regain a foothold in civil life and compete with nonvet- 
erans on favorable terms. 

Statistical surveys show us that veterans of World War I1 are 
faring as well or better than nonveterans in regard to education, 
occupational status, full-time employment, and income. Among 
the Nation's disabled-probably due largely to veterans' benefits 
and rehabilitation training-veterans make a better showing 
than nonveterans in regard to employability, gainful employ- 
ment, and income. 

As outlined earlier in this report, not only the substantial de- 
velopments in the field of general warfare but other sipnificant 
changes in our military, economic, and social institutions have 
taken place which affect the Government's obligation to vet- 
erans of recent wars. Of foremost importance is the shift from 
volunteer service to conscription. Equally important are the 
improved conditions of service in recent wars-more equitable 
selection processes with the advent of selective service, dramatic 
lessening of risks of death from disease and battle injuries due 
to better medical care and sanitation, occupationally useful mili- 
tary experience and training, improvements in pay and benefits. 
As described earlier, the value of military experience has been 
recognized by the veterans themselves in their responses to the 
Commission's survey questionnaire. 

Thus, the circumstances which originally gave rise to pensions 
in the years following the Revolutionary War are in the main no 
longer present. True, our method of conscription is still based 
on selective rather than universal service. However, looking 
ahead, even more drastic changes are likely as military senrice 
becomes a regular and expected duty of the bulk of our young 
men and as the conditions of possible warfare become such that 
the whole society becomes involved. 

Under these conditions, the differentiation of people in our 
society according to previous military service becomes increas- 
ingly arbitrary and inequitable as the basis for providing pro- 
tection against common risks which have found general recog- 
nition and against which protection is commonly available to 
veterans and nonveterans alike. 

Social institutions ought to be adapted and redesigned from 
time to time in the light of changing conditions and needs. The 
traditional veterans' pension programs were forward looking 
when they were first enacted, but they have not kept pace with 
the rapidly changing forces and have not been brought into 
alinement with newly emerged institutions. Properly redesigned 
veterans' pensions may serve a useful purpose for some time to 
come, but they urgently need to be brought up to date. 

Veterans' Pensions Becoming a "Reserve Line of Defense" 
War service may not cause, but neither does it preclude un- 

timely death, disability, and other adversities in later life. To 
veterans' pensions used to fall the task of averting destitution in 
such cases. 

Today, this task is being accomplished in large and ever- 
growing measure for veterans as for nonveterans under our gen- 
eral social security program. In a nation where veterans and 
their dependents make up half of the population their common 
needs can no longer be considered ccspecial." Significantly- 
as shown in a recent survey-veterans themselves consider gen- 
eral lifetime pensions no longer warranted. Merely 1 in 8 of 
those interviewed was in favor of pensions; 1 in 5 was outspoken 
against it. The majority favored them only for disabled vet- 
erans. However, at the present time the desired assurance of 



the essentials of life through our social insurances has not been 
fully accomplished either for all veterans or for all nonveterans. 

In cases where social insurance benefits are unavailable or in- 
sufficient-along with other sources of support such as sav- 
ings, etc.-to provide for basic needs, the last resort is to pub- 
lic assistance. The question arises: Should needy veterans 
be left to rely, just as needy nonveterans must rely, on this last 
line of defense? 

The Commission is conscious of a national resolve expressed , 

and reaffirmed over many years not to let a war veteran sink 
into destitution. For the time being, and for some time to come, 
it is felt that our national pension program should continue to 
serve war veterans as a "reserve line of economic defense." As 

a national program, not subject to geographic variations nor 
to the uncertainties of State and local financial conditions, this 
program can and should effectively accomplish for the bulk of 
needy veterans, wherever they might reside, what public assist- 
ance is striving to do for all needy persons. At the same time, 
the public assistance program is available to fill needs of vet- 
erans not covered by the pension and their other resources. 

Within the not too distant future a separate veterans' pen- 
sion program should no longer be necessary. On the one hand, 
the number of veterans-as well as nonveterans-left out or in- 
sufficiently provided for under OASI is expected, within the 
foreseeable future, to dwindle to insignificant proportions. On 
the other hand, the public assistance programs will be achiev- 
ing their residual tasks more uniformly and more adequately 
as their burdens, in terms of the relative number of cases, will 
be eased. Once this is accomplished, public assistance bene- 
fits are likely to command a degree of public acceptance compar- 
able to that long accorded to veterans' pensions. The traditional 
task of the separate veterans' pension programs would thus be 
accomplished. Veterans and their dependents will be assured 
of the essentials of living under our general social security sys- 
tem without impairment to their social standing in the com- 
munity. 

Recornrnenda~iolz No. 57 
In keeping with the foregoing considerations and in line with 

the broader principles outlined in an earlier chapter, it is recom- 
mended that: 

(a) Since OASI has become the basic income maintenance 
program for all the people of this counuy, the Government 
should rely upon it to the greatest possible extent in providing 
income maintenance benefits against the common hazards of life 
to veterans as well as to nonveterans. 

(b)  The veterans' non-service-connected pension program 
should be retained as a separate program which can continue 
to serve as a "reserve line of economic defense" for war veterans 
and dependents of veterans until such time as their minimum in- 
come requirements are met through the basic OASI program or 
through any other source of regular income available to them. 

(c) The benefit and eligiblity provisions under the veterans' 
pension program should be coordinated with those of the OASI 
program so that overlapping and duplication of benefits will be 
avoided. 

(dl The Federal-State public assistance program should con- 
tinue to serve in its residual role in individual instances where 
the veteran's pension and other resources may not be adequate 
or may be unavailable, and provision should be made to preclude 
denial or supension of a veteran's pension by reason of supple- 
mentary income from public assistance. 

METHODS OF COORDINATION 

Various ways are open to accomplish the recommended tie-in 
between the veterans' pension program and OASI as the main 
public program for income maintenance. The form which such 
closer relationship should take depends upon many different 
considerations of public policy. 

The Commission considered alternative ways of achieving 
coordination, each with the common objective of assuring to 
the old or disabled war veteran or to the survivors of a deceased 
war veteran a minimum guaranteed level of income. These 
several methods are described in a supporting report of the Com- 
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mission. They differ in the degree to which they involve estab- 
lishment of close ties between the two programs. Several of 
these methods would involve partial or complete integration of 
the veterans' pension program with OASI. While they would 
appear to be the most direct and simple way of dealing with 
the problem, there would be certain disadvantages also. One 
of the most important drawbacks is that a merging of the two 
programs would involve the establishment of high minimum 
benefits under the OASI program for a large group, with the 
consequent danger that the basic philosophy that benefits should 
be related to contributions under that program might be diluted. 
In addition, any proposal to transfer the veterans' program from 
the Veterans' Administration would be certain to be met by 
strong opposition from those who favor the maintenance of all 
veterans' programs in one agency. On the other hand, if such 
obstacles could be overcome, the proposals to integrate the two 
programs appear to have the advantage of solving once and 
for all the difficult problem of interrelating these two important 
sets of benefits. 

The Commission also explored carefully various coordination 
proposals which follow the principle that veterans' pensions 
should be paid through a separate and independent program 
administered by the Veterans' Administration, but that its bene- 
fit provisions should be coordinated with the benefits payable 
under the OASI program by the well-known offset device. The 
offset method of coordinating OASI and staff retirement sys- 
tems is used in many instances throughout our economy. Inas- 
much as the financial resources of veterans and their dependents 
are likely to vary substantially, the offset method offers great 
promise as a means of assuring that all individuals would have 
whatever minimum level of economic security was determined 
to be desirable. 

Adequate Coordiwtwn With Minimam Change 

The method of coordination favored by the Commission 
would require a minimum of change. I t  would involve no 
change in OASI whatever. It  would assure every eligible vet- 
eran or survivor of such income as the Government is prepared 

to underwrite by taking account of the applicant's annual in- 
come from all sources, OASI and all other benefits included 
(except public assistance), with the veterans' pension making 
up the difference between actual income and the stipulated 
amount. 
This general rule could be modified to permit certain outside 

earnings without loss of the pension. Thus, a small flat amount 
of income from work might be disregarded. It  might also be 
desirable to provide pensioners an incentive to gainful work 
within the limits of their ability. Nonwork income would be 
offset dollar for dollar, but work income in excess of a certain 
minimum might be offset only in part by a reduction in the pen- 
sion amount of, for example, one-half the amount earned. Such 
a sliding scale of pension rates would insure that the pension 
would be payable at decreasing rates up to a given maximum 
amount of work income and that the veteran or his family would 
have an incentive to work and earn. 

Recommendation No. 58 

(a) The provisions of the veterans' pension laws should be 
adjusted to fit the pension benefits into a pattern consistent with 
benefits provided under OASI. 

(6 )  Coordination between the Veterans' Administration pen- 
sion program and OASI program should be accomplished by a 
method whereby benefits paid under these two programs will 
be brought into a proper relationship which will be maintained 
in the future even though elements of one or the other are 
changed from time to time. 

(c) There are several possible ways to achieve satisfactory 
coordination between the Veterans' Administration pension and 
OASI benefits. The simplest method is to keep the two pro- 
grams separate as at present but to modify the eligibility require- 
ments under the Veterans' Administration pension program so 
that they will more realistically reflect actual need, and so that 
the income limitations treat all income, including OASI pay- 
ments but not the public assistance benefits, as resources. This 
will assure that veterans or dependents of veterans who draw a 



substantial OASI benefit will not be entitled to pensions while 
those otherwise eligible who are not covered by OASI or whose 
minimum needs are not fully met can fall back on Veterans' 
Administration pensions. 

LEVEL OF PENSION BENEFITS 

At present, pension rates do not vary to take account of family 
obligations of the veteran. If he has a wife or children he is 
merely permitted more outside income without forfeiting the 
pension. The pension is regarded in all cases as a partial source 
of support. 

The Existing Income Limitation Governing Veterans' Pensions 

In considering the proper relationship between the pension 
and the social security programs, the Commission gave attention 
to the operation of the existing veterans' pension income limita- 
tion. As indicated earlier, the present laws provide that single 
individuals who are otherwise eligible may qualify for a pension 
if their other income is not above $2,700. This income limitation 
operates on an "all or nothing" basis. If the veteran's income 
from outside sources is below the stipulated amount he receives 
a pension ranging up to nearly $1,000 per year. If his income 
exceeds the limit by a small amount, he receives no pension at all. 
Aside from causing substantial jumps in the income of people at 
the margin, this results in unequal treatment of individuals in 
essentially similar circumstances. 

A further weakness of the present income limitations is the 
exclusion of income from various sources with the consequent 
result that persons with substantial incomes from Veterans' Ad- 
ministration insurance or other excluded sources can receive 
pensions at Government expense while other individuals, notably 
those whose income is derived from work, may be denied pay- 
ments. The equitable way to handle the situation is to count 
money income from all sources. Furthermore, in the interest 

of fairness, not only actual money income but asset holdings- 
where they exceed a reasonable minimum amount-should be 
taken into account in determining need, as is the practice in cer- 
tain other countries as well as under the Federal-State public 
assistance programs. 

In addition, it appeared that the existing income limitations 
as measures of presumptive need are no longer true to their 
original concept. When they were established in 1933, the in- 
come limitations were $1,000 for one individual and $2,500 for 
a veteran with dependents. These were the Federal income-tax 
exemptions at that time. Since 1933 the income-tax exemptions 
have been reduced to the level of $600 for each individual in a 
family. Meanwhile, the limits on outside income allowable to 
veteran pension recipients have been increased through legisla- 
tion to their present levels of $1,400 and $2,700, respectively. 

Moreover, they are based not on family income but on indi- 
vidual income. A veteran's wife can have a substantial income, 
but he can still receive a pension. A widow can be disqualified 
by reason of income, but her child can qualify for a pension. At 
the same time various types of income are exempted from con- 
sideration. 

At these high levels, the limits have lost their significance as 
gages for the determination of presumptive need. They permit 
combined income from outside sources and veterans' pensions 
of over $2,300 for a single individual and in excess of $3,600 
per year for a veteran with one dependent. These amounts far 
outstrip any realistic measures of need devised under our public 
assistance programs. They also result in the payment of a tax- 
free pension to persons whose total incomes exceed the level at 
which other people not so favored are required to pay substantial 
taxes. 

At present the Veterans' Administration income limits are 
high enough so that the maximum OASI benefits possible in 
future years under existing law-$108.50 monthly for a retired 
worker, and $162.80 for a retired worker with spouse-will be 
payable without disqualifying the recipient for a veteran's pen- 
sion. Hence, the existing Veterans' Administration income 



standards are almost completely ineffective as a means of co- 
ordinating benefits under the two programs, since the limits gen- 
erally have an effect only if non-OASI income is also being re- 
ceived. The need for re-formulation of the income limitations 
along realistic lines is obvious. 

Review of the financial condition of a sample of current vet- 
eran pensioners shows that the current outside income limits of 
$1,400 and $2,700 per year are of no practical import for the 
great mass. 

Taking all disability pensioners, the great bulk had no income 
outside of their pension or had very little. (See chart VI.) 
The least favored among them, those getting $1,100 or less per 
year, accounted for 45 percent of the cases. They received only 
26 percent of all the income, consisting almost entirely of their 
pension. If the pensioners with total incomes up to $1,700 per 
year are included, 70 percent of all the cases and 50 percent of 
all the income is accounted for. Only one-fifth of all that in- 
come was due to sources other than the pension. The remain- 
ing 30 percent of the pensioners, those getting more than $1,700 
per year, accounted for the other half of total income. In this 
upper group three-fifths of the income was derived from sources 
other than the pension. The top 11 percent got 23 percent of 
all income, nearly two-thirds of it from nonpension sources. 

Even among the disablity pensioners with dependents, fully 
two-thirds had annual incomes of $2,000 or less. They received 
less than half of all the income, almost three-fourths of it coming 
from the Veterans' Administration pension. At the top, 3 per- 
cent drew incomes above $3,500, but received 8 percent of all 
income. Three-fourths of the total amount of these incomes 
came from outside sources. 

The situation with respect to widows was analogous. (See 
chart VII.) Three-fifths of all widow pensioners had a com- 
bined income resulting from pension and outside sources not ex- 
ceeding $1,200 per year. Nearly two-thirds of all income went 
to the better situated two-fifths. At the top of the scale, 4 per- 
cent had a combined pension plus outside income in excess of 
$2,700, and received 9 percent of all income. 
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Meeting First Needs First 
The foregoing shows that the Government is paying pensions 

to some people whose outside income resources appear to be sub- 
stantial, while other veterans who are in much more needy 
circumstances must get by on minimum payments regardless of 
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family obligations. If the basic purpose of veterans' pensions is 
to keep them from destitution then, without any doubt, our con- 
cern must be primarily for those veterans and survivors who 
have no outside income, or very little. The main objective is to 
assure them of a means to meet minimum needs without, in gen- 

eral, having to resort to the public welfare process. At the same 
time, the payment of pensions to persons with substantial in- 
comes cannot be justified under a needs program. 

A Common Measure of Need for All 
Minimum needs common to veterans and nonveterans alike 

should be measured by the same yardstick. Measures of such 
needs have been carefully worked out under the various Fed- 
eral-State public assistance programs. Current variations are 
summarized from the latest available figures for the major re- 
gions of the country in the exhibit below. 

TABLE 4.-Median Monthly Amount Included in State Old-Age Assirtance Budget 
Plans for Basic and Total Living Requirements ' 

[For selected groups 01 reclpients, by region, for a selected month December 1952-May 19631 
- 

Median amount Includod in OAA plans ior- 
- 

I 

Reclpienta who lived R ~ ~ ~ ~ $ u ~ ~ $ ~ ~ ~ ~  I I reoelved OAA 

I Basic I Total ( B.bc I Total 
needs needs needs needs 

Total, 48 States. ....-..............---------*.-.- I 864.38 $68. 66 $102.80 $110.12 
pppp 

Northeast .......................................... 68.76 71.12 107.81 112.46 
North Central ................................... 80.42 64 14 98.26 109.87 
Wuth .................................................. 1 M.811 53 .10  83.581 90.08 
West ...-...........------ .. 84.89 87.02 168. 12 164.84 

I "Bmlc uwds" are budgetary Item3 Included in all c w s .  "Total needs" include 111 addltlon, items not 
oonsiderrd ewntlalln every mse, e. $.. transportatlon, telephone, lurniturc. prosthrsis and some medlcal 
care (not lncludlng payments mado dlrectly to the purveyors ol such care). 

Sonroe: Department of Health, Eduestlou, and Welfare. 

Under the Federal-State public assistance programs the bene- 
fit levels are set by each State. The above table shows the 
median budgeted requirements for the old-age assistance pro- 
gram in various regions of the country and also the median for 
all 48 States. In  some of the States, the actual amounts paid 
are lower than the budgeted requirements for the reason that 
State financial resources are inadequate. The above figures 
serve as guides for determining need. In cases where the appli- 
cants own their own homes 0rhav.e other income from OASI or 
employment, actual payments are reduced accordingly. 

In a national program in no way geared to local or State 
characteristics and aiming at uniform treatment, geographic 



differentials would raise innumerable difficulties. The alterna- 
tive to such variable benefits is to establish nationwide pension 
levels which would meet the standards adopted in the great 
majority of States and applying to the bulk of the population. 
In this connection account should be taken of the fact that vet- 
eran pensioners enjoy an important advantage over nonveterans 
in that they may obtain Veterans' Administration hospitaliza- 
tion on a space-available basis at no cost to themselves. 

Final determination of levels of benefits under the veterans' 
pension programs should take into account not only the levels of 
payments under the Federal-State public assistance programs, 
but also the long-run problem of coordination between the vet- 
erans' program and the OASI system. Since the OASI system 
is the basic social insurance program in the country, it would 
manifestly be undesirable to establish rates of benefits so high 
under the veterans' program that supplementation of OASI 
would be the rule after that program matures and average bene- 
fits under it reach the projected levels. As is the case now with 
respect to the public assistance programs, the policy in the vet- 
erans' pension program should be to gear benefits to meeting 
basic necessities. 

Our national policy is to rely on the OASI program to provide 
basic economic protection for all workers as a matter of right. 
The objective is to extend the protection of this contributory social 
insurance program to all gainfully employed people so that when 
workers retire or die, the number of instances in which workers 
and their families must depend on the more limited programs 
based on need will be further reduced. The need for public 
assistance thus can be expected to decrease as the scope of OASI 
protection increases. The same exception seems warranted 
with regard to the veterans' pension program. Its scope too 
should then be reduced to the limited number of instances where 
the veterans or their families are not covered or inadequately 
protected by the basic OASI program, either because they are 
unable to work or for some other reason. 

In this connection, the Commission believes there is an im- 
portant equitable consideration which must be borne in mind. 
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Workers provide for their future economic security through the 
OASI system by making contributions in proportion to their 
covered earnings. The Veterans' Administration pensions are 
gratuities, based on need, and paid from general taxation. This 
raises the question: Would it be proper public policy to pay 
gratuitous veterans pension rates in excess of general OASI bene- 
fits provided by existing law once the latter fully reflect current 
coverage and taxable earnings? 

To pay veterans' pensions in excess of reasonable OASI bene- 
fits would be to favor those who have not provided for their own 
welfare. In the opinion of the Commission, this would be un- 
sound and contrary to American economic principles. Our 
public policy is to keep any citizen from suffering destitution. 
At the same time the improvident or the unproductive should 
not be given benefits more favorable than those who have en- 
deavored throughout their lifetimes to be self-sufficient and to 
make their own provisions for future needs. The role of pub- 
lic welfare programs, moreover, is not and should not be so 
great that the traditional American reliance on individual pro- 
vision for the future through savings, insurance, and other pri- 
vate measures is undermined. This ~rinciple now underlies the 
benefits underwritten by the OASI program. I t  would be un- 
sound to deviate from this philosophy in the veterans' pension 
program. 

At the present time a monthly allowance of $70 for a single 
veteran and $105 for a veteran with a dependent wife would 
meet minimum living needs in most States and in the bulk of 
cases, and would be reasonably consistent with OASI rates. 
States in the western region are fewer in number and their pub- 
lic assistance standards are not generally considered representa- 
tive of the rest of the country. Under the public assistance pro- 
grams, standards have been worked out also for cases where 
there are dependent children by themselves or with a widow. 
These standards can be used as a guide for setting the benefit 
rates in such cases under the veterans' program which are, at 
present, relatively inadequate. 



The table below demonstrates on the basis of these illustrative 
amounts, converted to annual pension rates, how the proposed 
sliding scale would permit certain increases in pensioners' total 
income by reason of gainful employment. 

TABLE 5.-Treatment of Work Income Under the Proposed Sliding Scale of 
Pension Rates 

I I 

A m 1  amount of Total lnarme Deductible ' 
Work income portion 

end wife and wife 

I This amount would be subfeet to reduction in full by the total amount cf income from any source 
exoept work income and public mistancd. Oarrent Informstion on work income might be obtained from 
the pauqtoner or by utilidng OASIreports. 

As guidelines for more specific study of all the aspects in- 
volved in the determination of a proper rate structure, the Com- 
mission recommends the following: 

Recommendatiola No. 59 

(a)  Within the veterans' pension system the objective should 
be to meet first needs first, providing assistance to those who 
require it most in terms of commonly accepted standards of need, 
and to encourage maximum reliance on their capacity for self- 
support. 

(b) The Government guaranty of a "floor" of income to 
pensionable veterans and their dependents should be restricted 
to minimum needs varying to a limited extent with family obli- 
gations and subject to such maximum amounts as will meet 
these needs for most pensioners. 

( c )  The pension rates should be in line with the Federal-State 
public assistance standards which apply to most of the popula- 
tion and should be adjusted from time to time to maintain this 
relationship. 

( d )  Keeping in mind the basic role and the contributory char- 
acter of the OASI program, veterans' pension benefits should 
not exceed average benefits which will be paid under OASI 
when it reaches reasonable maturity. 

(e) At present, a monthly pension of $70 for a veteran pen- 
sioner alone and $105 for a veteran with a dependent wife would 
appear to fulfill these criteria. Benefit levels for veterans in 
need of regular care, and for survivors of veterans should be 
established in accordance with their comparative needs. 

(f) All pension benefits should be reduced in full by the 
amount of family income from any source, except income from 
work or public assistance. Income from work which is not in 
excess of $100 per year should not reduce the pension. Addi- 
tional work income should reduce benefits by some practical 
formula, such as by $50 for each $100 earned. With earnings 
large enough to reduce the amount of pension to less than $50 
for any year, a pension should no longer be payable for that year. 

( g )  Four percent of a pensioner's assets in excess of $10,000 
should be considered as part of his annual income unless income 
to this extent from such assets has already been included as a 
resource. However, capital gains from the sale of a home or 
business should not be counted as income if used to purchase 
new quarters. 

CONDITIONS OF ELIGIBILITY 

Length and lrature of service 

The assurance of Government support to a war veteran who 
becomes needy any time during the rest of his life should be 
based on substantial grounds. 

Early pension enactments rested entitlement on much longer 
war service than the present 90 days. While subsequent laws 
shortened this period, those called up found themselves in zones 
of combat after very short periods of training as the wars were 
fought on American territory or near our borders. In World 
War 11, most if not all of the first 90 days of service were con- 
sumed in basic training. In both World Wars and in the Korean 
conflict a serviceman could enter a zone of combat only if he 



went overseas. Canada, therefore, limits its pension entitlements 
to those veterans who had served overseas. In terms of hardships 
suffered, a strong case can be made in support of this limitation. 
From the point of view of equality of sacrifice at least a consid- 
erable extension beyond 90 days in the period of domestic serv- 
ice required of a veteran who rendered no overseas service and 
did not sustain a service injury would be justified. 

Disability, uaemployability, and age 

To qualify a veteran for a pension under the "new wars" 
legislation, his disability must be permanent and total. This is 
defined as "any impairment of mind or body which is sufficient 
to render it impossible for the average person to follow a substan- 
tially gainful occupation and * * * reasonably certain * * * 
[to] continue through * * * life." 

In application, a disability of 70 percent or even 60 percent 
if arising from one single cause, is considered sufficient at any 
age to meet this definition. For veterans aged 55 to 59 and 60 
to 64 the 70 percent is reduced to 60 and 50 percent, respectively, 
from any or all causes. At age 65 and thereafter a 10 percent 
impairment from one disability is deemed sufficient. 

In all except 100 percent disability cases this finding of per- 
manent and total disability is only one part of a composite 
finding-the other being unemployability due to such disability. 
Obviously, at age 65 this double test becomes for all practical 
purposes a test of employability since an individual at that age 
is virtually certain to have a "disability" of at least 10 percent 
due to the natural aging process. At present, this test of em- 
ployability at age 65 is often rather perfunctory. 

The concept of age 65 as a retirement age goes back to the 
mid-nineteen thirties, when depressed labor market conditions 
made it desirable to encourage people to retire early. In recent 
years this has not been the case. Moreover, it has increasingly 
been recognized that arbitrary and early retirement ages are not 
desirable for other reasons. Geriatrists have concluded that 
early retirement is not as good for people as continued activity 
and work. Further, the success of medical science in preserving 
the vitality of older persons and in dramatically lengthening the 

average span of life has emphasized the feasibility and desirabi- 
ity of maintaining the productive endeavor of older people. 

Unfortunately, older workers have met great obstacles in their 
search for employment. This is particularly true of those that 
have reached the "retirement age" arbitrarily fixed at age 65 
under many retirement programs. However, an increasing 
nationwide effort is being made to combat this antisocial and 
uneconomic prejudice against the older worker. By postulating 
a 10 percent disability as "permanently and totally disabling at 
age 65" the present veterans' pensions practice lends support 
to the obsolete view of age 65 as the "retirement age" and should 
be changed. More emphasis on employability and ability to 
work rather than a de facto presumption of unemployability may 
help reverse the discrimination against older and handicapped 
workers. 

One of the most useful functions which the Veterans' Ad- 
ministration pension system serves in our society is to provide 
disability protection to veterans who are seriously disabled. At 
the present time 97 percent of all veterans of World War I, 
World War 11, and the Korean conflict on the pension roll are 
disabled 30 percent or more. Those disabled 10 percent com- 
prise only 1 percent of all veterans on the roll. Even among those 
age 65 or over they represent only 3 percel~t. More than three- 
fourths of the disability pensioners aged 65 or over are disabled 
50 percent or more. (See chart VIII.) Undue reduction of 
the disability requirement by reason of age alone tends to under- 
mine the system by opening it to those whose needs are less 
urgent. The Commission believes that a minimum require- 
ment of more substantial disability at the higher ages will assure 
that veterans of any age who are genuinely unemployable be- 
cause of disablement can continue to rely on the pension program 
in case of need. At the same time it will preclude the gradual 
transformation of this program into one providing pensions to 
practically all veterans attaining age 65. As in other areas, the 
Commission believes that the emphasis should be on helping 
those who need assistance most, and helping them more ade- 
quately. 
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With this aim in mind, the Commission recommends as 
follows : 

Recommendations No. 60 

(a) The test of impairment at ages 65 to 70 should be made 
more realistic by requiring at least a 30 percent disability. How- 
ever, those found individually unemployable despite a lesser 
disability might be put on the roll in recognition of special cir- 

cumstances, as is done now, with the changes in procedure recom- 
mended below. 

(b) To actual tests of employability should add a more con- 
structive note to the present procedure. 

(1) Pension applicants should be required to register with 
the State Employment Service. The fulfillment of this require- 
ment should be attested by a statement from the veteran's employ- 
ment representative that efforts made to place the applicant have 
not been successful. 

(2) Applicants for pensions at ages below 55 and those aged 
55 or over who claim to be unemployable due to a disability 
which is of lesser degree than that required for a pension at their 
age, should be referred to the Federal-State Vocational Rehabili- 
tation Service. Only if the Rehabilitation Service declares the 
veteran is unable to overcome his impairment and the Employ- 
ment Service certifies its inability to place him, should the veteran 
be put on the pension roll. 

( c )  At age 70, any disability requirement should be dispensed 
with an unempl~~ability as such be considered sdc ien t  to 
establish eligibility for pensions, subject to the income test. 
L 

ELIGIBILITY FOR SURVNOR PENSIONS 

At the present time, widows and children of veterans of the 
"old wars" and of World War I may generally qualify for a 
pension whenever service conditions are met, and survivors of 
World War I veterans whenever service and income conditions 
are fulfilled. By contrast, World War I1 and Korean conflict 
widows and children qualify only if in addition to service and 
income conditions being met, the deceased veteran had a service- 
connected disability. This disability might have been too insig- 
nificant to have been given a cornpensable disability rating but 
must have been in evidence at the time of death. 

In the original form in which this restriction was formerly 
applied to World War I widows, such service-connected dis- 
ability at death had to be at least 30 percent in degree. Thus 
formulated, a widow's pension could be understood as reward 
for the sacrifices imposed on her while the veteran was living 



through impairment of his earning capacity or his need for her 
care, and his lowered ability to accumulate an estate. This 
meaning is lost when the severity of the disability is ignored. I n  
that event, the accidental presence or absence of an insignificant 
service disability may keep one needy and worthy widow or child 
off the pension roll while admitting another in comparable or 
better circumstances and based on less meritorious service. 

Since the entire pension program has more and more become 
oriented to meeting needs rather than rewarding especially meri- 
torious service-extra long and hazardous service is hardly taken 
into account in any phase of this program-a more meaningful 
criterion today, rather than service disability at death, is pre- 
sumptive need. Such need could be due to limited income 
coupled with the care of minor children, old age, disablement, 
or unemployability. Whatever the cause, the need would be 
the samk whether a widow had been married to a veteran prior 
to or after a certain date and regardless of the length of marriage, 
providing it is not of the "deathbed" variety. (Both date and 
length of marriage are current qualifying requirements.) By 
the same token, such needs of veterans' dependents are the same 
as those of nonveterans' dependents. 

In  such a program account should be taken of the current 
tendency for women to work. Indeed, the pension system 
should not provide an incentive not to work by paying pensions 
to widows who do not have a minor child to care for and who are 
at younger ages. At the same time, in view of the difficulty older 
women have in securing employment, it would appear desirable 
to recognize age 65 for women as an age of presumptive need, 
subject to realistic income limits. 

Recornendation No. 61 

(a) Survivors' pensions should be available to the widow 
and/or children of any deceased eligible war veteran who 
are in presumptive need because their total family income falls 
below the amount fixed by the Government provided that: 

(1) A widow, to be eligible, must (a) not have remarried and 
(b) have a dependent child in her care, or have attained age 65, 

or be permanently and totally disabled or otherwise unemploy- 
able as certified by the State Employment Service; and 

(2) A widow must have been married to the veteran at least 1 
year prior to his death in order to qualify for benefits. 

(b) The income standards for payment of pension benefits to 
survivors should be governed by the same type of formula rec- 
ommended earlier for pensions to veterans. 

CURRENT PENSIONERS 

There is universal agreement supported by a series of court 
decisions that pensions are a gratuity, rather thanGa right, 
granted by the Government and subject to being revoked by 
the Government. 

Apart from the: legal aspect, however, the question arises 
whether there is moral obligation upon the Government to 
continue such benefits once they have been enacted, notably in 
instances in which an award has been made. 

Only in few cases have retrenchments been attempted in the 
past, chiefly on ecorlomic grounds. The economy measures en- 
acted in 1820 and 1933 were followed soon by at least partial re- 
establishment of the status quo. 

The foregoing recommendations are not of this nature. They 
are made in the conviction that they are in the best interest of 
veterans as well as in the general interest. None would do away 
with pensions, except as no longer necessary. What is proposed 
amounts to a redesigning of the pension program to make it 
dovetail with our general social security system. 

Only two significant program changes are proposed which 
would infringe upon present pension entitlements. One relates 
to the treatment of outside income. Those affected adversely 
are the less needy. They could qualify at any future time for 
a pension whenever they should lose such income derived from 
other sources as is in excess of the amounts to be underwritten 
by the Government. The other recommendation which would 
curtail present entitlements is the one limiting eligibility for 
widows' pensions below age 65. As to widows without de- 



pendent children and able to work, no ready reason for a pen- 
sion suggests itself. 

On the whole, it is believed that with the granting of an ade- 
quate pension to the disabled and unemployable veterans in 
need and to needy survivors too young, too old, too disabled, or 
otherwise unfit to work, hardship cases are not likely to occur 
in any significant number. 

In order to protect present pensioners against hardship, the 
Commission recommends as follows : 

Recommendation No. 62 

Any changes in the pension program which the Congress may 
enact or which the Administration may adopt in consequence of 
recommendations made by this Commission should be applied 
to veterans or dependents now on the pension rolls after a delay 
of 1 year. Individual exceptions on grounds of hardship might 
be authorized by the Administrator of Veterans' Mairs. 

Chapter XII 

DISCHARGE REQUIREMENTS FOR VETERANS BENEFITS 

Prior to the Servicemen's Readjustment Act of 1944 there 
was no general standard of eligibility for veterans' benefits based 
upon the character of a person's discharge or release from active 
service. For example, some laws required an honorable dis- 
charge, others required a discharge under honorable conditions, 
and still others provided certain benefits for persons not dis- 
honorably discharged. 

The Servicemen's Readjustment Act of 1944 contained three 
provisions dealing with discharges. In  section 300, benefits 
based on the period of service from which so discharged were 
barred for any person discharged or dismissed by reason of a 
sentence of a general court-martial; any person discharged on 
the ground that he was a conscientious objector, who refused 
to perform military duty or wear the uniform or otherwise com- 
ply with lawful orders; any person discharged as a deserter; 
and any officer whose resignation was accepted for the good 
of the service. Section 301 directed the establishment of Army 
and Navy boards of review with power to review on their own 
motion or upon the request of a former service person, the type 
and nature of discharges or dismissals, except a discharge or dis- 
missal by reason of the sentence of a general court-martial. 
Such boards were authorized to modify any discharge or dis- 
missal reviewed by them, and to issue a new discharge in ac- 
cord with the facts presented to the board, subject only to re- 
view by the Secretary of the Army or the Secretary of Navy. 
Section 1503 prescribed that a discharge or release from active 
service under conditions other than dishonorable should be a 



prerequisite to entitlement to benefits provided by that act or 
Public Law No. 2, 73d Congress, as amended. 

Legislative Parpose 
The purpose of section 1503 was to lay down a basic rule of 

entitlement contingent on the type of discharge or release from 
active service. The phrase discharge "under conditions other 
than dishonorable" was adopted so that veterans with discharges 
which were neither specifically honorable nor specifically dis- 
honorable-such as discharges without honor in the Army, and 
similar discharges in the Navy-would not be automatically de- 
prived of veterans' benefits. The impression seems to have pre- 
vailed in 1944 that the services were separating persons with 
such discharges because of relatively minor offenses. The con- 
gressional committees which studied the measure apparently 
believed that if the conduct upon which the discharge was based 
could be characterized as dishonorable the veteran should be 
barred from any benefit; if it could not be so characterized, the 
veteran should be eligible. Under section 1503, the Veterans7 
Administration was authorized to make an adjudication as to 
whether such discharges were under conditions other than dis- 
honorable. Such adjudications are ordinarily made in Veterans' 
Administration regional offices. 

DISCHARGES 

Since 1944 the laws and regulations of the military depart- 
ments governing discharges have been revised and made more 
uniform. In  1948 the Department of Defense issued a directive 
prescribing the types and characteristics of service discharges 
and in 1951 the Uniform Code of Military Justice became law. 
The Department of Defense directive governs administrative 
discharges, while the Uniform Code governs the issuance of 
punitive discharges. 

Admirtishative Discharges 

Currently, each service has the same types of administrative 
discharges, namely : Honorable, general (under honorable con- 
ditions), and undesirable (under conditions other than 
honorable). 

So far as laws administered by the Veterans' Administration 
are concerned, the effects of an honorable or a general discharge 
are identical and entitle the person so discharged to full rights 
and benefits. A n  undesirable discharge is neither specifically 
honorable nor specifically dishonorable, and is subject to adju- 
dication by the Veterans' Administration as to whether or not 
the veteran is entitled to benefits. 

Discharge Umder Hortorable Coditioes 

Honorable or general discharges are issued to persons dis- 
charged for the following reasons: 

1. Expiration of enlistment. 
2. Convenience of the Government. 
3. Dependency-hardship. 
4. Minority. 
5. Disability. 
6. Inaptitude. 
7. Unsuitability. 

Umdesirabk Discharges 

Undesirable discharges may be issued to persons discharged 
for the following reasons: 

1. Unfitness. 
2. Misconduct. 
3. Homosexuality. 
4. Security grounds. 
The regulations of the services governing the issuance of un- 

desirable discharges are basically similar, although there are 
differences in procedure. In the Navy and Coast Guard all such 
discharges are ordered from Washington after the required 
investigation has been made. In  the Army, Air Force, and 
Marine Corps, undesirable discharges in some instances may be 
directed by commanders exercising general court-martial juris- 
diction, and other general officers. Where such authority is 
delegated to field commanders, the applicable regulations spell 
out in detail the procedure to be followed, which ordinarily 
includes consideration by a board of officers. 



In the opinion of the Commission, the reasons for issuing 
undesirable discharges are such as to warrant depriving the per- 
son so discharged of any veterans' benefits. Furthermore, the 
procedures followed by the services in connection with the issu- 
ance of such discharges appear to be fair and have been designed 
to prevent injustices. Moreover, the statutory provisions for 
the review of discharges by discharge review board affords 
ample appellate review. 

A survey of action taken by the Veterans' Administration in 
415 cases of veterans given undesirable discharges during the 
period of July 1, 1953-June 30, 1954, discloses that 32 were 
found eligible for veterans' benefits. In each of the cases in 
which favorable action was taken it appears that the result might 
have been different if the case had been considered in some other 
regional office. 

Recommendation No. 63 

An undesirable discharge for an enlisted man and discharge 
under other than honorable conditions for an officer should 
render the veteran ineligible for benefits based upon the period 
of service from which he was so discharged, except for transporta- 
tion to his home or place of entry into military service. If, how- 
ever, he has suffered a service-connected disability under circum- 
stances unrelated to the discharge, the obligation of the Govern- 
ment should include necessary hospitalization by the Veterans' 
Administration and disability compensation. 

Bad Conduct Discharge 

When the Servicemen's Readjustment Act was passed in 1944, 
summaxy court-martial in the Navy could impose bad conduct 
discharges but no such discharges were then authorized in the 
Army, which at that time included the Air Force. When the 
'Uniform Code of Military Justice became effective in 1951, it 
authorized in all services a punitive discharge called a bad con- 
duct discharge, which could be imposed by either a general or 
a special court-martial. While there are differences in trial 
procedure between general and special courts-martial, the ap- 
pellate procedure for a case involving a bad conduct discharge 
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is essentially the same in either case. This appellate procedure 

includes a review by a board of review in the service department 
concerned and the right to ~eti t ion the United States Court 
of Military Appeals. 

There is a difference, however, in the effect a bad conduct 
discharge has on veterans' benefits, depending upon the type of 
court-martial. If the discharge is imposed by a general court- 
martial, the person so discharged is ineligible for veterans' bene- 
fits under the provisions of section 300 of the Servicemen's Re- 
adjustment Act of 1944. On the other hand, if the discharge 
is imposed by a special court-martial, the veteran's eligibility is 
subject to adjudication by the Veterans' Administration under 
the provisions of section 1503. If the discharge is held by the 
Veterans' Administration to have been under conditions other 
than dishonorable, the veteran is entitled to benefits. This in- 
equality respecting veterans' benefits is emphasized by the prac- 
tice of the Army in using general courts-martial almost exclusive- 
ly for the trial of cases likely to result in sentences involving a bad 
conduct discharge. 

The Commission feels that a person who is given a bad con- 
duct discharge does not deserve veterans' benefits regardless of 
whether such discharge is imposed by a general or a special 
court-martial. In either case, the safeguards thrown around 
an accused by the Uniform Code of Military Justice are ade- 
quate to prevent a miscarriage of justice, and no further review 
by the Veterans' Administration is warranted. 

A survey of action taken by the Veterans' Administration in 
184 cases of veterans given bad conduct discharges during the 
period July 1, 1952-June 30, 1954, disclosed that only 5 were 
found by the Veterans' Administration to have been separated 
under conditions other than dishonorable and therefore eligible 
for benefits. 

Recommendation No. 64 

(a )  A bad conduct discharge, whether imposed by a general 
or a special court-martial, should render a veteran ineligible for 
any benefits based upon the period of service from which so 
discharged. 



(b) A veteran receiving either an undesirable or a bad conduct 
discharge 3hould be furnished transportation in kind to his home 
or place of entry into the military service. 

VETERANS IN PENAL INSTITUTIONS 

During consideration of discharge requirements for veterans' 
benefits, it has come to the attention of the Commission that 
under existing law there is no authority to reduce compensa- 
tion or other benefits payable to a veteran who is confined in a 
State or Federal prison or other similar institutions not under 
the jurisdiction of the Veterans' Administration. 

There would appear to be strong public policy grounds against 
making such payments except perhaps for dependents. The 
argument is especially strong with respect to non-service-con- 
nected pensions which are based on need. The Commission has 
not had facilities to make a study of this problem. 

Recommendation No. 65 
A thorough study should be made with respect to what, if any, 

compensation, pension, or similar payments should be made to 
veterans while receiving hospital or domiciliary care at public 
expense or while incarcerated in penal institutions. 

Chapter XIII 

Veterans will receive the full benefit of programs adopted in 
their behalf by the Congress only if the efficiency and sense of 
mission of the Veterans' Administration are adequate to the 
responsibilities placed on it. In the matter of administrative 
efficiency, the Commission has nothing to add to the numerous 
surveys and investigations made of the Veterans' Administration 
in recent years. On the whole, a reasonably effective-if not 
always economical-job has been done furnishing veterans with 
the benefits intended by the Congress. 

The Commission, however, believes a positive contribution 
to the welfare of veterans can be achieved by broadening and 
modernizing the Veterans' Administration's concept of mission. 
At present, the Veterans' Administration is imbued with a tra- 
dition which limits its functions largely to administration of 
existing laws. This falls short of what is required by the ex- 
panding role of the veteran in our changing society. The Com- 
mission further believes that the importance of veterans' affairs 
in the Government as a whole deserves more across-the-board 
consideration than it presently receives. Likewise, that funda- 
mental changes should be made in the scope of the authority 
Congress has placed in the hands of the Administrator of Vet- 
erans' AfEairs. 

In Executive Order 10588 establishing this Commission, and 
in subsequent communications to the chairman, the President 
directed special attention to administrative aspects of veterans' 
affairs. Such issues have direct impact on the everyday welfare 
of many million veterans and their dependents as well as on our 
society as a whole. In the view of the Commission both a broad- 
ening of the basic administrative philosophy as well as changes 
of an organizational nature are of utmost importance. 



T H E  ROLE OF T H E  ADMINISTRATOR 

In examining the role of the Administrator of Veterans' Af- 
fairs the Commission has been mindful of the scope of his as- 
signment. 

Under the Administrator's direction, the Veterans' Adminis- 
tration spends more than $5 billion a year in budget and trust 
funds. He directs 178,000 employees in a central office and in 
a nationwide network of over 500 field stations, including 170 
hospitals. Through this network many programs affecting 22 
million veterans and their dependents are administered. Dis- 
ability compensation and pensions are paid to more than 2.6 
million beneficiaries at an annual cost of $2.0 billion. Over 
a million dependents of deceased veterans receive more than 
$650 million a year. Approximately 800,000 veterans are now 
receiving $700 million in educational and training benefits an- 
nually. The Veterans' Administration insurance and hospital 
programs are the biggest in the United States, if not in the 
world. 

In  carrying out the duties thrust on him by these programs, 
the Administrator deals with some of the most powerful and 
most complex forces influencing society as a whole: 

1. The effect on the national economy of the tremendous sums 
of money disbursed for veterans' benefits. 

2. The effect of fluctuations in the national economy on the 
needs of veterans. 

3. The impact of technological progress on such factors as 
health, length of life, employability of the handicapped, educa- 
tional needs, and public psychology-all of which affect the 
needs of veterans for special benefits. 

4. "Cold war," international police actions, civil defense and 
civilian exposure to risk in case of atomic war, as these new fac- 
tors relate to the growing number of veterans and their changing 
status. 

5. Great problems in developing consistency and common 
purpose in the many large and interrelated programs which the 
Veterans' Administration operates through its three departments 
and their various services. 

To fulfill his role as head of the Nation's central veterans' 
agency, the Administrator clearly must be prepared to cope with 
a steady flow of complex problems--some concerning veterans 
themselves and some concerning the country at large. 

The Administrator needs ready access to every important fact 
about the programs he administers and the clientele he serves. 
He must know how veterans compare with nonveterans, and 
what are the handicaps and needs of veterans in various cate- 
gories. These facts must be readily available to him in digested 
form for quick use. 

He needs positive means for measuring the effectiveness of the 
programs he directs and the decisions he makes. He must know 
the effect of existing benefits upon veterans, and be in a position 
to appraise the long-run impact of both existing and proposed 
programs upon the Government and the economy. He needs 
facilities for applying these facts directly to the solution of prob- 
lems and the development of sound policies. 

There should be a clear channel by which he can regularly 
supply facts and counsel to the President, receiving in return the 
President's guidance and support. 

Only if he has these aids can the Administrator be expected to 
evolve definite, cohesive, up-to-date programs providing for all 
reasonable future contingencies. 

From observation of the existing situation in the Veterans' 
Administration, the Commission concludes that the Administra- 
tor is not now provided with the facilities essential to carrying 
out his full mission. The current role of the Administrator, and 
the facilities supporting him, reflect the traditional Veterans' 
Administration position-frankly stated by key executives 
throughout the agency-that its mission is to administer the 
distribution of veterans' benefits in accordance with existing 
laws, nothing more. 

True, there is considerable statistical work done within the 
Veterans' Administration's departments. But the data gathered 
relate largely to administrative operations and do not provide a 
basis for gauging needs or for analyzing the effectiveness of the 



programs. The flow of reports to the Administrator quali. 
tatively falls far short of needs for basic program analysis. 

What analysis is done largely stops within the limits of the 
Veterans' Administration's three autonomous departments. 
With the exception of the Department of Medicine and Surgery, 
analytical activities are fragmentary and are devoted almost 
entirely to operational problems on the immediate horizon. 

Measurement of the effectiveness of Veterans' Administration 
programs is limited almost entirely to elementary studies of oper- 
ating efficiency. To  such an important question as the actual 
accomplishments of the vast veterans' educational program- 
for example-Veterans' Administration management appears to 
have no answer. Similarly, on the question of impairment of 
average earning capacity, the very heart of the disability com- 
pensation program, Veterans' Administration management 
seemingly conducts no studies and has no source of reliable in- 
formation as to the realism of the grants it makes. 

The Commission is particularly concerned with the tradition 
in the Veterans' Administration which has governed relations 
with the Presidency. The Veterans' Administration has gen- 
erally adopted a passive role, and the initiative has been left to 
the President. Lack of basic information on the needs of vet- 
erans and on the effectiveness of existing programs has reduced 
the Veterans' Administration's capacity to assist the President in 
making broad policy decisions. The Administrator should par- 
ticipate actively in policy discussions and policy formulation at 
the highest level in matters affecting veterans or the impact of 
veterans' programs on the economy. In short, the Commission 
believes the role of the Administrator of Veterans' Affairs should 
be much broader and' more positive than presently conceived 
within the Veterans' Administration. 

Recommendation No. 66 

(a)  The President should clarify the mission of the Adminis- 
trator of Veterans' Affairs to reflect positive responsibility for 
comprehensive program analysis and long-range policy develop- 
ment, including the function of advice to the President. 

(6) The Administrator's personal staff should be augmented 
to include the highest caliber professional advisors in such fields 
a.~ economics, statistics, public administration, and sociology. 

( c )  Research and statistical resources of the Veterans' Adrnin- 
istration departments should be strengthened. Qualified per- 
sonnel should be available in larger numbers within the depart- 
ments to assist in program review, analysis, and planning. 

The ramifications of veterans' affairs extend far beyond the 
borders of the Veterans' Administration. Within the Federal 
structure at least 8 other agencies are directly concerned with 
some sort of service to veterans. An even greater number of 
Federal agencies are indirectly concerned with one or another 
phase of veterans' programs. Other Federal departments 
operate benefit programs for the general citizenry, including 
veterans, which are closely related or tend to duplicate Veterans' 
Administration programs. Such related programs include : 

Veterans' pensions--------- Old-age and survivors' insurance and pub- 
lic assistance programs of the Department 
of Health, Education, and Welfare. 

Veterans' loan guaranty---- Mortgage insurance and other programs of 
the Housing and Home Finance agency; 
loan program of Small Business Admin- 
istration. 

Veterans' disability compen- Military disability retirement of the Depart- 
sation. ment of Defense and the Federal Em- 

ployees' Compensation Act benefits of the 
Department of Labor. 

Veterans' vocational reha- Federal-State vocational rehabilitation pro- 
bilitation. gram. 

Veterans' educational pro- Activities of the U. S. Office of Education. 
grams. 

Veterans' hospitals and other Military hospital and medical activities, and 
health programs. public health service and medical research 

of the Department of Health, Education, 
and Welfare. 



To cope with this complex of activities, the Congress, the 
President and the various agencies themselves need coordinating 
and fact-finding machinery. 

At present, each of the agencies exercises responsibility within 
its own particular sphere. There is no effective means for 
integrating or adjusting the programs of the different agencies to 
conform to an overall policy. 

In Congress, certain of the committees exercise a coordinative 
influence and perform a fact-finding function. However, the 
Congress is handicapped by the need to turn to each individual 
agency for the basic data and by other difficulties connected with 
obtaining a clear and complete view of executive branch posi- 
tions. The President largely depends on the Bureau of the 
Budget, which has limited facilities for this big task. Among 
the agencies themselves, coordination is at a minimum and de- 
pends almost entirely on the ingenuity of officials in developing 
ad hoc procedures for working on specific problems of mutual 
interest. 

It  is clear that adequate facilities for continuing exchange of 
information and coordination of policy are lacking. That this 
may be a result of the recent growth of Government and uninten- 
tional omissions make the problem no less serious. 

The existing resources of the executive branch, including those 
of the Presidency and of the agencies with veterans' programs, 
should be utilized to rectify this deficiency. A facility should be 
provided to furnish digested information on veterans' matters at 
the top level of the Government. It  should be organized so as 
to allow ready coordination across agency lines and a consistent 
flow of firm executive direction. 

Recommendrstion NO. 67 

(a) Serious consideration should be given to making the Ad- 
ministrator of Veterans' Affairs a member of the Cabinet. In 

any event, the President should establish a Cabinet Sub-Com- 
mittee on Veterans' Affairs, with the Administrator of Veterans' 
Affairs as a special member. This subcommittee should have 
representation from all departments concerned with veterans' 
and related programs. 
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(b) Augmented fact-gathering facilities of the Veterans' Ad- 
ministration--as recommended above--should furnish consistent 
data needed by the Congress, the President, and other executive 
agencies for policy decisions. 

(c) Professional program-analysis resources of the Bureau of 
the Budget in the veterans' field should serve as the continuing 
focal point for assimilation of factual data on a Government-wide 
basis. 

The Congress has delegated to the Administrator of Veterans' - 
Affairs power to issue replations interpreting laws with limits 
much broader than customarily granted Government officials. 
This exceptionally wide discretionary power affects large num- 
bers of people and involves vast expenditures of money. 

Study of the extent and use of this vast authority reveals that 
the Administrator can and does take sweeping actions without 
consultation with other interested Government agencies or other 
parties. The procedures he follows are those of his o m  device. 
The decisions often create great public obligations and affect the 
lives of millions of veterans and their dependents. 

The Administrator, through his power to change the Schedule 
for Rating Disabilities, determines in the largest measure the 
criteria for eligibility for disability compensation and disability 
pensions. He determines the frequency for review of awards. 
He plays a decisive role in determining eligibility for, and pay- 
ment of, dividends from the veterans' life insurance programs. 

Since the Congress has not placed additional limitations upon 
the Administrator, some assume it is satisfied with the present 
situation. Similarly, it is sometimes assumed that the President 
endorses the Administrator's actions because the Administrator 
is a presidential appointee. Others contend that veterans' ben- 
efits are largely in the nature of gratuities and that since gratui- 

, ties cannot be claimed as a "right," the Administrator's author- 
ity need not be limited. 

Data available to the Commission is persuasive in the direc- 
tion of some modification of the Administrator's freedom of 



action. A decisive example involves actions taken by the Admin- 
istrator in 1948 and 1950 without, so far as can be determined, 
any kind of outside review. These actions-issuance of exten- 
sions to the Veterans' Administration Schedule for Rating Dis- 
abilities-have the practical effect of ultimately qualifying hun- 
dreds of thousands or even several million additional World War 
I, World War 11, and Korean conflict veterans for non-service- 
connected pensions at age 65. This result was derived from the 
Administrator's decisions to lower eligibility standards to those 
only 10 percent disabled and to broaden the range of physical 
conditions that might be evaluated at 10 percent. 

The Commission's perspective on the questions of the Admin- 
istrator's authority has been conditioned by mindfulness of the 
American traditions of "due process of law" and "the rule of 
law." Reasonable limitations should be placed on the authority 
of all administrators, regardless of the nature of the laws which 
they administer. Even though it may be hoped that Veterans' 
Administration Administrators will always use their authority 
with wisdom and discretion, democratic procedure requires that 
public administrators operate within a discernible framework 
established by the legislature. The Commission believes that 
the present authority of the Administrator is broader than re- 
quired for efficiency and prompt service to veterans. 

Recomnzendatioa NO. 68 

(a) Additional limitations should be placed on the authority 
of the Administrator of Veterans' Affairs by more precise re- 
quirements and dehitions. 

(b) The rules to be promulgated by the Administrator in large 
matters aflecting eligibility of veterans for benefits or involving 
changes in program objectives should be made subject to advance 
notice to and advance review by appropriate agencies of the 
Government. 

Decisions of the Administrator of Veterans' Affairs are abso- 
lutely final under a number of veterans' laws. The courts of the 

United States do not have jurisdiction over cases involving the 
administration of Veterans' Administration benefits, except for 
certain types of insurance matters. 

The finality of the Administrator's authority is illustrated 
vividly by the act of March 20,1933, reducing compensation and 
pension benefits, which provides: 

All decisions rendered by the Administrator of Veterans' ARab under 
the provisions of this title, or the regulations issued pursuant thereto, 
shall be final and conclusive on all questions of law and fact, and no 
other official or court of the United States shall have jurisdiction to 
review by mandamus or otherwise any such decision. 

In studying this matter, the Commission has addressed itself 
to the administrative and philosophical issues surrounding it, 
rather than to the technical legal questions involved. 

The gratitude of the Nation to those who have served it in 
time of war is fundamental in the whole concept of American 
veterans' benefits. This tends to place benefits in the category 
of a gratuity to which the recipient (the veteran) has no legal 
"right," and which the giver (the Government) has a right to 
withhold. A case decided in 1940, Morgan v. United States 
(1 15 Fed. (2d) 426) stated this as follows: 

[A compensation claim] is given as a token of the Government's benevo- 
lence. It is a bounty which Congress has the right to give, withhold, 
distribute, or recall, at its discretion. 

The whole spirit of the veterans' program would be violated if 
the adjudication of a claim were considered as an adversary pro- 
ceeding between the claimant and the Government. However, 
both he and the Government must be protected against unrea- 
sonable and arbitrary decisions. The proper role of the Vet- 
erans' Administration is to make sure that the veteran receives 
what is due him and deny that which is not due. 

After careful consideration, the Commission decided that 
final decisions of the Administrator of Veterans' Affairs should 
not be subject to judicial review. The evidence indicates that 
the Board of Veterans' Appeals operates efficiently and affords 
appellants a high.degree of protection. There is relatively little 
criticism as to the fairness of its decisions. Judicial review, on 



the other hand, would be slow and expensive. I t  would over- 
burden the courts and would place on the ~ i te rans '  Adminiistra- 
tion an administrative load out of all proportion to the good that 
might be achieved. Even the creation of a special tribunal 
would pose serious problems. 

While the present system affords safeguards for the veteran, ir 

does not adequately protect the interest of the United States, 
especially with respect to claims involving physical disabilities. 
There is not, at present, any effective means for assuring neces- 
sary uniformity between different field rating boards. The 
present area offices exercise a spot-check review. However, 
since individual claims typically amount to many thousands of 
dollars more intensive efforts to reexamine and review the cases 
periodically is urgently needed. In addition, greater uniformity 
and objectivity might also be furthered by a systematic program 
for periodic reassignment of rating-board members and adjudi- 
cation officers from region to region. 

Experience in the Military Services indicates that their field 
boards tend to vary greatly in applying the schedule for rating 
disabilities but a satisfactory degree of uniformity is attained by 
having a central review. 

Because of the large volume of cases, such review would pose 
a serious administrative problem for the Veterans' Adrninistra- 
tion. However, the Commission feels that the results would be 
worth the effort, either centrally or on a semidecentralized basis. 
All veterans would be assured of an impartial review. Fewer 
cases would have to be taken to the Board of Veterans' Appeals, 
and the Government would be adequately protected. 

Recommendation No. 69 

There should be no change in the finality of decisions by the 
Administrator of Veterans' Mairs but he should make provision 
for the central administrative review (or its equivalent on a semi- 
decentralized basis) of all decisions by field boards. After such 
review claimants should have the same rights, as at present, to be 
heardby theBoard of Veterans' Appeals. 

Zntergovernmentul Relations 

All but four States have some sort of State veterans' program. 
These range from bonus laws to multiple state-financed benefits 
or preferences. In a broader sense, a whole range of State pro- 
grams and Federal-State partnership programs in welfare, 
health, and education relate to the Nation's veterans in varying 
degrees. In some States and local jurisdictions, substantial net- 
works of locally administered veterans' service facilities are in 
operation. In the aggregate, these State and local activities 
constitute an important factor in the total scheme of veterans' 
affairs. 

The dynamics of intergovernmental relations recently have 
been studied comprehensively by the President's Commission on 
Intergovernmental Relations. The findings of this group may 
well have applicability in future development and coordination 
of the Nation's veterans' programs. 

Codification of Veterans' Laws and Regalations 

Veteransy benefits stem from a vast structure of complex legis- 
lation enacted over a span of many years. This body of law is 
not coordinated beyond the general codification of the United 
States Code. The quantity of regulatory and advisory materials 
implementing and interpreting these laws is tremendous. 

Veterans' law is "living law" to the country's veteran popula- 
tion, but a veteran requires a professional expert to help him 
understand it. The complexity of existing legislation places an 
extra burden on the Congress in considering the impact of the 
steady stream of proposed new laws. Federal administrators 
also are hampered by the hodgepodge of legislation. 

Recommedatwn No, 70 

The laws affecting veterans should be codified. In the process, 
stress should be placed on simplification, with mindfulness of the 
direct, personal impact of these statutes. Similar treatment 
should be given the related regulations. 
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CONCLUSION 

The Veterans' Administration has been examined many times 
by outside management experts and Government bodies in re- 
gard to its internal operating procedures. Partly as a result of 
these examinations, the Veterans' Administration has been ad- 
ministratively reorganized a number of times. This has had 
some salutary effect, although the shifting of organization charts 
has long since been discredited as a panacea for the ills of gov- 
ernmental administration. 

Whatever operational improvements have been made, the 
basic administrative concept within the Veterans' Administra- 
tion appears to remain unchanged in any important respect. 
It  is an agency devoted to the distribution of benefits in accord- 
ance with statute and recognizes no wider responsibility for 
positive and creative direction and development of these pro- 
grams. 

The Commission's view is that the Veterans' Administration, 
as the focal point of the Nation's programs for ex-servicemen, 
must develop a broader administrative concept of its mission. 
When the Veterans' Administration was established, veterans 
were a relatively small segment of the population and many of 
the services performed for this group were unique. Today the 
Government serves all the people in many of the ways that were 
once the exclusive prerogative of the exservicemen. This 
change, combined with the tremendous increase in the number 
of veterans, creates interrelationships with the total problems of 
government and society that must spell the end of a Veterans' 
Administration rigidly compartmentalized from the rest of the 
Government. The Commission hopes that its recommenda- 
tions will lead to improvements in organization and sounder 
programs. 

Appendix A 

By virtue of the authority vested in me as President of the United States, 
it is ordered as follows: 

Sectiofi 1. Establishment and composition of Commission.-There is 
hereby established a Commission which shall be known as the President's 
Commission on Veterans' Pensions, and which shall be composed of a 
Chairman and six other members, all of whom shall be designated by the 
President. The Chairman and members shall receive such compensation as 
the President shall hereafter fix. 

Section 2. Functions of the Commission.-The Commission is authorized 
and directed to make a comprehensive survey and appraisal of structure, 
scope, and administration of the laws of the United States providing pen- 
sion, compensation, and related nonmedical benefits to veterans and their 
dependents, and it shall make recommendations to the President regarding 
policies which, in its judgment, should guide the granting of such benefits 
in the future. The Commission shall give particular attention to: 

(a)  Changes in basic military, soc~al, fiscal, and economic factors in 
our society affecting the role of these benefits. 

(b) The conditions under which benefits should be provided to dif- 
ferent categories of veterans. 

(c)  The relationship of various veterans' benefits to each other, to bene- 
fits for persons still in the military service, and to the broader social security 
and other benefits which are provided to persons without regard to their 
status as veterans. 

Section 3. Procedures of the Commission.-In performing its functions 
under this order, the Commission may prescribe such rules of procedure, 
any may hold such public hearings and hear such witnesses as it may deem 
appropriate. 

Section 4. Cooperation of Federal agencies.-All executive departments 
and agencies of the Federal Government are authorized and directed to 
cooperate with the Commission in its work and to furnish the Commission 
such information and assistance, not inconsistent with law, as it may require 
in the performance of its functions. 

Section 5. Staff.-There shall be an Executive Director of the Commis- 
sion, who shall be appointed by the Chairman of the Commission after con- 
sultation with the other members of the Commission, and such appointment 
may be without regard to the civil-service laws. Within the limits of such 
funds as may be made available, other persons may be employed by or under 
the authority of the Commission, and such employment may be without 
regard to the civil-service laws. The Executive Director and other persons 
employed. by the Commission shall receive such compensation as the Com- 



mission shall hereafter fix. Subject to the direction of the Chairman of 
the Commission, the Executive Director shall direct the activities of all 
persons employed by the Commission, supervise the preparation of the 
report provided for under section 7 of this order, and perfom such other 
duties as the Chairman of the Commission shall designate. 

Section 6. Financing of the Commission.-During the fiscal year ending 
June 30, 1955, the expenditures of the Commission shall be paid out of 
an allotment made by the President from the appropriation entitled "Emer- 
gency Fund for the President-National Defense" in title I of the Independ- 
ent Offices Appropriation Act, 1955 (Public Law 428, 83d Cong., approved 
June 24, 1954). Such payments shall be made without regard to the fol- 
lowing: section 3681 of the Revised Statutes of the United States (31 
U. S. C. 672) ; section 9 of the act of March 4, 1909 (35 Stat. 1027; 31 
U. S. C. 673) ; and such other laws as the President may hereafter specify. 

Section 7. Report to the President.-The Commission shall make a final 
written report, including findings and recommendations, to the President 
pursuant to section 2 hereof not later than November 1, 1955. The Com- 
mission may also make such earlier progress reports to the President as it 
may deem appropriate. The Commission shall cease to exist 30 days after 
making its find report to the President. 

DWIGHT D. EISENHOWER. 
THE WHITE HOUSE, 

JANUARY 14, 1955. 

Appendix B 

Immediate release March 5, 1955. 

James C. Hagerty, Press Secretary to the President 

THE WHITE HOUSE 

The President today appointed Gen. Omar N. Bradley as chairman 
of the President's Commission on Veterans' Pensions. 

At the same time, the President also appointed the following as members 
of the Commission : 

Clarence G. Adamy, of Arlington, Va., field director of the National 
Citizens Committee for Educational Television. 

William J. Donovan, of New York City, N. Y., attorney and World War 11 
director of the Office of Strategic Services. 

Paul R. Hawley, of College Corner, Ohio, director of the American 
College of Surgeons. 

Martin D. Jenkins, of Baltimore, Md., president of Morgan State College. 
Theodore S. Petersen, of Hillsborough, Calif., president of the Standard 

Oil Company of California. 
John S. Thompson, of Glen Ridge, N. J., vice chairman of the board, 

Mutual Benefit Life Insurance Co. 
The Commission was established by Executive order on January 14,1955. 

It is to make a final report to the President not later than November 1, 1955. 
The White House also made public the following letter from the Presi- 

dent to General Bradley: 
DEAR GENERAL BRADLEY: The Commission on Veterans' Pensions, of 

which you are the chairman, has been appointed by me to carry out a 
comprehensive study of the laws and policies pertaining to pension, com- 
pensation, and related nonmedical benefits for our veterans and their 
dependents. I would like the Commission, on the basis of its studies, to 
furnish me with a report, including recommendations regarding funda- 
mental principles, which I can use as the basis for making recommendations 
to the Congress for modernization of these benefits and clarification of their 
relationship to our broader Government social insurance and family pro- 
tection programs. 

This Nation has always responded generously to the needs of those men 
and women who have served it so well in times of great danger. Pension 



and other benefits for veterans have been provided since the Revolutionary 
War. I am in full accord with thii policy. . ~ 

In recent years, however, rapid and profound changes in our national 
military, social, economic, and fiscal circumstances have occurred which 
affect fundamentally our long-standing veterans' pension and compensation - .  

programs. In  1940 there were only -4 million ieterans. There are now 
nearly 21 million, and the number is increasing rapidly. The necessity for 
recruiting large Armed Forces has led to substantial improvements in 
military pay and other conditions of service. Extensive and timely medical, 
rehabilitation, and readjustment programs have been established for vet- 
erans. Most notable in this respect are the improved medical, prosthetic, 
and rehabilitation measures for disabled veterans and the readiustment 
benefits for all new veterans to help them become economically productive 
and recapture the normal pattern of their lives. To  maintain the well-being 
and strength of our democratic society we have also instithted policies to 
maintain high and stable employment and developed the broad social 
security programs to provide economic assistance to the aged and the needy. 
These developments reflect the growth of the ~overnmeit's obligations i d  
a more adequate recognition of its responsibilities, and they have also had 
an important effect on its fiscal situation. 

While these fundamental changes were taking place, the traditional pen- 
sion and compensation programs for veterans and their families were also 
being further extended and liberalized. Thus under existing laws and - 
regulations many of our veterans will be able to qualify both for non-service- 
connected pensions and social security benefits when they reach age 65. 
In the service-connected compensation program the standards for rating 
disabilities have been modified many times since their development in the 
yean after World War I. Numerous piecemeal legislative changes have 
also granted legal presumptions of service connection and provided addi- 
tional specific awards which result in different payments to individuals 
of the same degree of disability. 

These programs are large and very significant. Expenditures for pen- 
sion and compensation benefits to veterans are almost as large as all benefit 
payments of the old-age and survivors insurance system and are likely 
several decades hence to be double their present magnitude. In this situa- 
tion the need is apparent for a constructive reappraisal of the standards 
under which such benefits should be provided. I t  is our duty to arrange 
our affairs so that future generations will inherit an economic and social 
structure which is fundamentally sound and in which obligations, including 
those owed to veterans and their survivors, are distributed equitably and not 
as an unwelcome burden. 

I t  is in this constructive sense that I have established the Commission 
on Veterans' Pensions. It is my desire that this Commission systematically 

assess the structure, scope, philosophy, and administration of pension, com- 
pensation, and related nonmedical benefits furnished under Federal legisla- 
tion to our veterans and their families, together with the relationships 
between these benefits and others which are provided our citizens without 
regard to their status as veterans. The objective of this effort should be 
to bring up to date and correlate these benefits and services so that veterans 
and their survivors will receive equitable treatment consistent with the 
orderly development of public policy in this important area. 

In thii task you will have the full cooperation of the administration, 
including the facilities of the executive agencies. The White House staff 
will assist you on administrative housekeeping matters. I should like to 
keep in touch with your progress, and I ask that your final report with 
its recommendations be in my hands by November 1, 1955. 

Sincerely, 
DWIGHT D. EISENHOWER. 
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INCOME MAINTENANCE PAYMENTS UNDER PUBLIC PROGRAMS 
G e n e r a l  F e d e r a l , S t a t e , A n d  L o c a l  P r o g r a m s  

P l u s  VA C o m o e n s a t i o n  And P e n s i o n s  
Billions of 
Dollars S e l e c t e d  Y e a r s  1 9 4 0  - 1 9 8 5  Billions of 

Dollars 

I Legend: 

Old-age and survivors insurance. 

Actual Projected 
FISCAL YEARS 

* FIGURES FOR NON-VA PROGRAMS ARE ON CALENDAR YEAR BASIS. 

Source: Department of Health, Education and Welfare, Department of Labor, 
and Veterans Administration. 



THE COMMISSION'S GENERAL FINDINGS 

THE COMMISSION FOUND - 
1, Veterans' programs a r e  on the whole meeting veterans' needs effectively. 

- 
7 

2. Veterans a s  a group a r e  in better circumstances than non-veterans. 

3. Basic conditions affecting veterans' benefits have greatly changed inthe last several decades: 

The number of veterans has increased to  twenty-two million, and with 
their families they will soon be half of the population; 

Conditions of military service have improved; 

Changes in the nature of warfare a r e  making the old concept of "veterans" obsolete: 

New and effective readjustment benefits have been developed to  help veterans 
immediately after discharge; 

New general social security programs a r e  increasingly meeting the economic 

security needs of veterans as well as non-veterans, 

4. Present veterans' programs a r e  not a "system". They have grown up piecemeal over many years. 

5. There is no consistent national philosophy regarding veterans' benefits. The nature and extent 

of the Government's obligation to war veterans has never been clearly defined. 

6. There is need for positive leadership on veterans' programs and policies, and for better co- 
ordination, both in the Veterans Administration and in the Executive Branch generally. This 

is especially true with respect to  utilization of the Governments' total resources in meeting 

the needs of veterans, and correspondingly, in fitting special -. - veterans' programs into .a pattern 

consistent with the more general programs. 



THE COMMISSION'S GENERAL RECOMMENDATIONS 

THE COMMISSION RECOMMENDS our national policy on veteransT benefits be based on the folluwing guiding 

principles: - 
7 

1. Military service is an obligation of citizenship. It should nat in itself be considered a basis for special privi- 
lege and benefits, 

L 

2. VeteransT benefits a re  a means of equalizing significant sacrifices that may result directly from military 
service. 

3. The Government should adopt a positive policy of meeting fully and promptly the needs of veterans resulting 
from service. 

4. Service-connected death or disability benefits should be accorded the highest priority. Readjustment needs 

a re  almost equal in importance. Veterans' nonservice-connected needs should be met when possible through 

programs for the general population; the nonservice-connected veterans' programs retained only to meet 
minimum needs nat ccwered by general programs. 

1 5. Veterans with equal handicaps should have equal treatment. 

~ 6. Benefits for veterans with similar needs should, in most programs, be uniform throughout the country. 

7. We must bear our awn responsibilities. We should not burden a future generation with obligations we our- 
selves are  nat willing to shoulder. 

8. We should keep the whole range of our national needs in perspective, s o  our veteransT programs will be in 
balance with each other and with other general programs. 

9r Our natianal veterans' policy should be developed in the open forum of public discussion. The people should 
r * -  

be given complete factual information on the economic and social status of veterans and their needs. 



C O M P E N S A T I O N  FOR SERVICE-CONNECTED DISABILITY 

THE COMMISSION FOUND - THE COMMISSION RECOMMENDS - 
1. The Veterans Administration compensation system 1. The system should be thoroughly revised to incor- 

is working fairly well but needs revision to bring porate latest advances in medical science and re- 
it up-to-date. - 

r habilitation technique. 

2. The Schedule for Rating Disabilities has not been 2. The rating schedule should be revised by a group 
thoroughly revised since 1945. of qualified physicians, economists, sociologists, 

psychologists, and lawyers. 

3. Statutory awards (e.g., extra amounts for ampdees) 3. A single comprehensive rating schedule based 
result in unequal treatment of veterans with equal primarily upon average impairment of earning 
degrees of disability. capacity but with allowance for loss of physical 

integrity, social inadaptability, and shortened life 
expectancy. 

4. Present compensation rates tend to under pay the 4. The rate of compensation should be relatively 
totally disabled and to favor the less disabled. greater a s  the severity of disability increases. 

5. The levels of compensation have not been geared 5. Compensation benefits should be based on the 
to prevailing standards of living. average earnings of a representative group of 

workers and adjusted periodically. 

6. Certain diseases are  arbitrarily determined by 6. Existing "presumptions" should be repealed in 
law to be service-connected for one or  more years fpvor of medical diagnosis, since present laws 
after the veteran leaves the service. otherwise adequately protect the veteran. 

7. The standards for disability evaluation among 7. Disability criteria among Federal programs 
Federal agencies differ, a s  does the interpretation should be standardized. 
of these standards. 

8. Rehabilitation offers the greatest promise to 8. Procedures should be developed to take advan- 
the disabled but present programs lack coordina- tage of modern-day concepts of rehabilitation in 
tion. assisting return of disabled veterans and serv- 

icemen to useful life. 

9. A serious overlap between the Veterans Adminis- 9. A s w y  to eliminate duplication of effort and 
tration disability compensation and disability re- establish common standards. 
tirement programs of the Armed Services. 



SERVICE-CONNECTED SURVIVOR BENEFITS AND GOVERNMENT INSURANCE 
THE COMMISSION FOUND - THE COMMISSION - 

1. Present survivor benefits are  complex and - 7 1. Strongly endorses the improvements embodied 
inequitable: in the pending Hardy Bill (H.R. 7089). 

Four Federal agencies administer six 

different programs. 

Benefits are  inadequate in some cases; 

excessive in others. 

The period during which .indemnity payments 

a re  made is inflexible. 

Payments are ma& in some cases to non- 

dependents. 

Social Security coverage is on a temporary 

basis. 

2. Some af the existing Veterans Administration 
term insurance is not convertible. This will 
cause many veterans to drop their insurance 
in later years. 

3. The Uniformed Services Contingency Option Act 
and veterans* laws do not enable retired military 
personnel to provide &finite and certain amounts 
ob survivor protection for their families. 

2. Recommends that conversion to permanent 
policies be allowed for a limited period. 

3. Recommends that the Contingency Option Act 
benefits be coordinated with those provided 

by the Veterans Administration so a definite 
amount of protection can be elected and paid 
for on a predictable basis. 



R E A D J U S T M E N T  BENEFITS 

THE COMMISSION FOUND - THE COMMISSION RECOMMENDS - 
1. Readjustment benefits a re  a dramatic imprmement , 

w e r  earlier backward looking pension and bonus 
beneiits because: 

Help is given when it is needed most; 

The amount of aid is fitted to individual needs; 

The aid is constructive and of lasting value. 
2. World War I1 veterans, as a group, have success- 

fully reestablished themselves in civilian lifer 

3. Benefits were often misused or ineffective under 
the original World War I1 "GI Bill" because safe- 
guards and standards were inadequate', Considerable 
imprwements were made in the Korean "GI Bill". 

4. The Veterans Administration loan guaranty program 
has helped many veterans buy homes, but its advan- 
tages a re  largely offset by increased costs from dis- 
counts, poor construction, and VA - FHA duplication. 

5. Education and training benefits for Korean veterans 
are  essentially sound, but there a r e  some problems 
that should be avoided in any future program. 

1. Adequate readjustment benefits should be the 
primary method of meeting the Gwernmentl s ob- 
ligation to non-disabled veterans. 

2. The Government1 s future policy be based on the 
premise that "GI Bill" benefits substantially dis- 
charged the Gwernmentl s obligation to non- 
disabled veterans. 

3. Future programs should prwide for: 

Proper safeguards to limit use of benefits to 
bona fide readjustment purposes; 
Benefit levels geared to those in general pro- 
grams; 

Use of agencies administering similar general 
programs whenever possible. 

4. Responsibility for veterans1 home loans should 
be transferred to Federal Housirg Administra- 
tion to eliminate duplication and permit more 
orderly termination of the program. 

5, Future training programs should prwide for: 

Vocational guidance and counseling f a r  all; 

A two-year limit for entering training; 
No subsistence alluwance for those employed 
full-time. -. - 



NQN-SERVICE-CONNECTED PENSIONS 

THE COMMISSION FOUND: THE COMMISSION RECOMMENDS - 
1. Veterans1 nonservice-connected pensions came into 1. The main purpose of veterans1 pensions should be 

being a century before the country had general social to provide assistance to those in need. 
welfare programs. / r 

I 

2. The veterans1 pension program overlaps the basic 
social security program -- Old Age and Survivors 
Insurance -- established in 1935. , 

3. The present veterans1 pension program is not geared 
to meeting needs: 

I Income limits are  too high; 

I Income limits operate on an '*all-or-nothing" basis; 

Some benefits are  inadequate for those in genuine 
need. 

4. Disability and employability standards for veterans 
a re  unrealistic in that: 

I A 10 percent disability a t  age 65 is rated a s  "total"; 

* Unemployability is established without attempts a t  
placement or rehabilitation. 

b 

5. Eligibility standards for widows ar,d children a re  not 
geared to need and are  discriminatory among survi- 
vors of different wars. 

6. Standards regarding simultaneous payment of public 
assistance and veterans1 pensions a r e  not clear. 

2. Veterans1 pension benefits should be coordinated 
with the general social security benefits: 

Veterans1 pensions should become a "reserve 
line of defense" to OASI, the basic social in- 
surance program. 

Coordination should be achieved by setting re- 
alistic minimum income standards for pen- 
sioners and offsetting other income, including 
OASI benefits, against the pension. 

3. Veterans1 pensions should s t ress  assistance to 
those who a re  in greatest need: 

Pension levels should be based on public 
assistance standards and should be consistent 
with OASI. 

Deductions from income should be on a sliding 
scale, with only a partial offset for earned in- 
come. 

4. Disability and employability standards should be 
strengthened: 

Up to age 70 a 30% minimum disability should 
be required. 

Unemployability should be confirmed by re- 
ferral  to State Employment and Vocational Re- 
habilitation Services. 

5. Survivor pensions should be available to al l  
veterans1 families which a re  in equal need; and 
the eligibility standards should be brought in 
line with OASI. 

6. Gyment of public assistance to those receiving 
veterans1 pensions should not disqualify the 
pensioner, so veterans with special needs can 
obtain supplementary assistance. 



BENEFITS F O R  P E A C E T I M E  E X - S E R V I C E M E N  

THE COMMISSION FOUND - r ? 

1. Persons entering the Armed Forces since January 31, 1955, are eligible for Veterans Administration dis- 
ability compensation and related benefits but not for the "GI Bill" benefits. - 

* r 
2. Maintenance of Armed Forces at present level will mean an annual turnover of 700,000 -- one-third 

j draftees -- and 26 million living peacetime ex-servicemen by the year 2000. 

3. Peacetime military service, unlike service in wartime, can be foreseen and planned for. 

4. Service today is better paid and provides training and experience useful in civilian life. 

5. The interruption and handicap from peacetime military service is not sufficient to require substantial 
readjustment assistance. 

THE COMMISSION RECOMMENW - 
1. That the following benefits be provided for peacetime ex-servicemen: 

Service-connected disability and death compensation a t  wartime rates; 

Vocational rehabilitation for service-connected disabilities through the Federal-State program; 

Insurance for those with significant service-connected disabilities; 

Reemployment rights as provided by existing laws; 
Unemployment compensation, through State programs, like that provided Federal civilian employees. 

2. That the following special benefits not be extended to peacetime ex-servicemen: 

Mustering-out pay; 

Loan guaranty benefits; 

Nonservice-connected pensions; - 4 - 
Education and training benefits (if a national educational program is considered necessary, it should 
be on a general basis and f i l l  the needs of all qualified young people, including ex-servicemen). 



ADMINISTRATION 
, - 

THE COMMISSION FOUND NEED FOR- THE COMMISSION RECOMMENDS - 
1. Broader outlook in the Veterans Administration -- 1. Re-definition of the Administrator1 s mission to 

and greater responsibility on the Administrator.- include responsibility for program-analysis, 
r' 

long range policy, and positive advice to the 
President. 

2. More top-level professional advisers for the 2. Additions to the Administrator1 s professional 
Administrator. staff. 

3. More facts on the status of veterans and on the 3. Strengthening of Veterans Administration facili- 
effectiveness of veterans1 programs. ties for research and analysis on veterans1 

matters. 

4. Government-wide coordination between veterans1 4. A Cabinet sub-committee on veterans1 affairs, 
programs and general programs. and consideration of Cabinet status for the 

Administrator. 

5. Some restraints on the Administrator1 s broad 5. More specific standards in legislation and ad - 
authority. vance review of important Veterans Adminis- 

tration actions by appropriate Government 
agencies. 

6. Greater ,uniformity and safeguards for the Gwern- 6. Central review of decisions of Veterans Ad- 
ment in Veterans Administration claims adjudica- ministration field boards. 
tion. 

7. Simplification of the extremely numerous and 7, Simplification and codification of veterans1 

complex veterans1 laws and regulations. laws with corresponding simplification of - - 
regulations. 




