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BONUSES_FOR_VETERANS OF WORLD WAR II

SUIMMARY

Twenty-one states and the Territory of Alaske have granted bonuses
to their veterans of 'Torld Tar II, Estimated costs of these bonus programs
range from %3,250,000, in Alaska, to $500,000,000, in Pennsylvania, To
meet these costs most bonus acts provide for the issuance of bonds, adding
new taxes or increasing existing taxes to provide revenues for bond interest
and retirement,

Provisions of bhonus legislation prescribing terms of eligibility
for ex-gervicemen who_are to receive psyment and the smount of payment vary
from state to state., To estimate the cost of a comprehensive bonus payment
for Hawsii, an act embodying these representative features of state acts are
assumedt

(i) residence in Hawaii of at least six months prior to entry
into the armed forces (but five years for those not resi-
dents when applying for a bonus);

(11) payments of $10 per month of domestic duty and $l5 per
month of foreign service;

(iii) & maximum bonus of $500, vhich amount is also awarded in
the case of deceased veterans, regardless of their term
of service, :

Following the terms of Hsveii's previously enacted $300 bonus for dis-
sbled servicemen, the period between September 16, 1940 and September 2, 1945
is assumed to be the period of service recognized by a comprehensive bonus law,.
It is also supposed, for the purpose of ascertaining the scope of a bonus pro-
gram, that the amount of bonus would be the same for disabled veterans and
other ex-servicemen, since the former group has already received & special
bonus,

On the above assumptions, it is_estimated that some 30,000 to 32,000
persons_would be eligible for a territorisl bonus to veterans of World Var II
The total cost of a program of this megnitude, paving up to 35500 to each
veteran, would approximate 311,000,000 to $12,000,000, plus interest charges
on the bonds issuved to provide the necessary funds,

These estimates would, in approximate terms, apply to two bills now
pending before the Twenty-sixth Legislature of the Territory of Hawaii, The
major provisions of these measures--Senate Bill 131 and House Bill 840--
generally follow those set forth above,
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BONUSES FOR VETERANS OF WORLD VAR II

I. Bonus Programs Throughout the United States,

Almost half of the stétes and territories of the United States have
enacted bonus legislation for World Var II veterans, This type of legislation
is predicated on the ground that veterans constitute a group which has been
called upon for special sacrifices during the war and is therefor entitled to
special recognition in the form of monetary grants, Statements to this effect
appear in several legisiative acts which authorize the payment of bonuses to
veterans of World War II. Among these statements of legisletive findings the
most elaborate is that vhich prefaces the bonus act of Connecticut, which
reéds in parts

Every citizen is bound to render military service when neces-
sary in the defense of his county snd state, yet the demands and
requirements of warfare are such as to impose gra=zter hardship and
sacrifice inherent in such service upon individu:ls of certain
ages possessing certain mental and physicel quaiiifications., The
selection of the class of persons upon whom active military duty
has been imposed involuntarily or who had embraced it willingly,
for the purpose of prosecuting successfully World War II, although
wise, was arbitrary, not based upon any peculiar or special obli-
gation resting upon the individuals or the class selected ,.,. but
on the necessities of the government and the supposed fitness of
the class to serve the purpose of the government with more effi-
ciency than others ., . . . Public interest and welfare will be
wisely served by due and prompt recognition of an obligation of
the state of Comnecticut to those persons who served with credit
in the armed forces during the period of World War II, in the
form of money peyments , , . .1l

At the time of this writing, 21 states and the territories of Haweil end

Alaska have made provision for veteranst bonusea.2 Vermont was the first state

lgection 2961, Connecticut Statutes, 1949 Revision,

2See Appendix I,



to esuthorize such payment,@ having enacted legislation for this purpose on
April 7, 1941--eight months before the Japanese attack on Pearl Harbor, Most
recently, the voters of West Virginie, Oregon, and [{ontana approved payment
of veterans! bonuses at the general election of 1950, |

Various methods of adopting bonus legislation have besn employed in the
several states, enactment by referendum being most fregquently used, The bonus
act of West Virginia wes in the form of a constitutional amendment; that of
Montana was adopted through the initiative, Indiana employed an advisory
referendum., Its 1947 legislature submitted to the electorate at the general
election of 1948 the question of enacting a World Viar II veterans' bonus law,
At the same time, the voters were asked to select from a designated 1list the
type of taxes with which to finsnce the peyment of such bonus, The voters
having recorded their desire for a bonus lzw and having indicated their choice
as to the method of financing the program, the succeeding 1949 lepgislature
enacted 8 comprehensive veterans! bonus law stipuleting in detail vho is eligi=-
ble, how much each veteran is o be paid, and hom the program is to be financed
and administered.

Not all proposals to provide veterans! honus have been successful, 1In
1948, interested groups in Arizona and Idaho attempted to put the veterans!
bonus question on the ballot as referenda, but these measures failed for lack
of sufficient petition signatures. Since 1947, 21 states have had bonus pro-
posals defeated by their legislatures, snd in ilaine in 1946, and in Missouri,
Nebraska, and Wisconsin in 1948, bonus proposals submitted in referenda were

defeated by the voters of the respective states.4

3The Tax Foundation, Cash Bonuses for Vorld Waer II Veterans, October,

1949, p. 8.
4

Ibid,




The balance of this study will:

(1)hinquire into the legislation of the various states whichh
have established bonus payment programs for veterans of Vorld
War II, and report upon the nature of the eligibility requirements
imposed, the amount of payment, the methods of financing, and the
types of agencies organized by those states to administer their
bonus progrems; and

(ii)h estimate the cost of a bonus grant in Hawaii and treath
possible means of financing this outlay.

Elieibility Reguirements

In genersl, bonuses are granted to all residents vho participated in
the prosecution of Vorld War II as active members of the armed forces. Although
the states differ in the language used to define "armed forces," the term gener-
ally inciudes members of the army, air force, navy, marines, coast guard and
their auxiliary units,® To this blanket provision vhich makes eligible for
bonus payment all World Var II veterens, the various jurisdictions impose
qualifications of some kind in terms of the character, period, and length of
service, as well es the length of residence in the state. The verious states
invariably require that applicents must have been honorably discharged, (The
language used by Delaware is "served honorably"; by Connecticut and Rhode Island,
received & discharge “other than dishonorable"; and by Indiana, North Dakota,
and -I1linois, "discharged under honorable conditions or still in the armed
forces.") Bonus acts of [lassachusetts, Pennsylvania, and Washington specifi-
cally prohibit payment to any conscientious objector, and Connecticut's law

specifies thats

5Rhode Island, by the same act which provides payment of bonus to theh
veterans of the armed forces, suthorizes payment of bonus to the veterans of
the merchant merine, (Rhode Island, Session Laws of 1946, Chapter 1721.)

-3



No person, vho, though in active service, did civilian work
at civilisn pesy or who has received from another state conmpensa-
tion sinilar to that provided herein shall receive any compensation
under this part,

Except for Vermont which has a date limit of June 30, 1947, all other
states require that the veteran, in order to qualify, must have served some
specified period within the general range of the signing of the Selective
Service Act--September 16, 1940--and the official termination of Vorld Var II--
December 31, 1946, Alaska, Massachusetts, and Michigan have selected this
interval, while most other states name somevhat narrover ranges, with a decided
preference for the period from December 7, 1941--the Pearl Harbor attack--to
September 2, 1946--the date of Japan's surrender.,’

Host states further require that the veteran must have served a certain
minimum length of time within the period prescribed, For Minnesota, this
minimum is 30 days; for Illinois, ifichigan, North Dakota, and Pennsylvania,
it is 60 days; for Connecticut, Delaware, Indiana, New Hampshire, Ohio, South
Dakota, and West Virginia, 90 days; for Iows, 120 days; and for Alasks, one
year, llost states, however, waive their minimum-length-of-service qualification
for those who vere discharged prior to serving that length of time as a result
of service-connected injuries,

Thile a few states require merely that the veteran be a resident of the

stete at the time of his enlistment, at least 11 states require thet he be a

resident six months or more prior to his joining the armed foreces. Comnecticut,

6Gonnecticut Statutes, 1949 Revision, section 2967,

7See Appendix II,




Delawsre, Ohio, Vermont, Tashington, and Alaska more stringemtly require resi-
dence for at least 12 months prior to enlistment. Alaska attempts to limit its
bonus benefits to bona fide regidents of that Territory by lengthening the
required period of residence prior to entry in the armed forces (ffom the afore-
mentioned one year) to five years for veterzns who did not return to Alaska
after discharge, or who returned without intention of remaining in the Terri-
tory.

Pennsylvenia, on the other extreme, is most liberal in ite residence
requirements, It provides for the payment of bonus to "any veteran s legal
resident . . . ", and defines "legal resident" as

any individual vho gave the 3itate of Pennsylvanis, or any speeific

place in this Commonwealth, as his or her place of residence st

the time of entering the military or navel forces of the United

States, or of any of her allies, for such period without regard to

the place of enlistment, commission or induvetion. The proof of

such residence shall be either the official records on file in the

Var Department of the United Stetes, or of any of her allies, or

such other evidence of bona ficde residence as may be deemed suffi-
cient by the Adjutant General of Pennsylvenia,

Amnount of Payment

The bonus payment, since it is based upon the idea of reward for special
sacrifice, usually varies in amount among those who have had only domestic
service,9 those vho have served overseas, and those who have been disabled or
killed in action, For those who have had only domestic service, the rate of
payment ranges from $10 to $15 per month,10 For such veterans there is also a

ceiling imposed on the amount any one person may receive, which in many

8Laws of Pennsylvania, 1947, Volume I, p. 566, Act 248,h

9Usually defined azg service tvithin the continental United States,

1oThose states, such ss Mew York, which pay their bonus at rates other
than those computed on a monthly or a daily basis are not considered here,

-5


https://month.lo

instances is less than that established for those who served overseas, For
exanple, in Minnesota, vhile alveteran vho served overseas may be entitled to
receive e maximum of $400, e véteran who has had only domestic service may
receive no more than %270 dollars.

For those vho have had overseas duty, the monthly bonus ranges from $10
to 822.50, At least nine states pay at the rate of $15 & month; North Dakota
peys at the rate of $17.50; Delaware {20 per month; and South Dakota 75 cents
a day or $22.50 per month, A ceiling on the amount of bonus payable to any
one individual is elso imposed for this group of veterans, although in most
states the maximum for domestic service is lower than that for foreign service,
The highest stated in any bonus act is $650 in South Dakota; the lowest, $100,
in New Hampshire. Sums in excess of these specified ceilings may be paid under
other state bonus laws which set no explicit mexima. Thus, vhile the state of
North Dskota does not specify the limitation on amount of bonus payable to any
one person, an effective limitstion of £1,050 results by virtue of its limit
on the period of service upon which the rates may be applied.ll

For those who have suffered a cervice disability of 60 per cent or more,
Delawsre provides a payment equal to the highest any individuel in the state
will receive under its bonus act. Indiana furnishes an additionel bonus of
5100 to those who fsll into the category of 10 to 99 per cent disability (by
reason of service connected injury), which is in addition to what they are
othervise entitled., The legislature of Hawaii 1n 1947 provided for the payment
of a $300 bonus exclusively to those veterans who have suffered physical dis-

ebility of 10 per cent or mors,

1
$17.50 multiplied by 60 (nunber of months in the period covered by
act--between September 16, 1940 and September 2, 1945).

b=



Methods of Financing .

Veterans' bonus payments have usually comprised an expenditure of too
great a magnitude to be met me?ely by allocating funde available from existing
revenue sources. Costs of bonus programs in most states adopting fhem have
amounted to tens or hundreds of million dollsrs--e.g. en estimated $20,000,000
for Rhode Islend, $60,000,000 for Louisiana, $105,000,000 for Indiana,
$385,000,000 for Illinois and $500,000,000 for Pennsylvania.l2 Consequently,
at least 17 states have resorted to bond lssues to finance their respective
bonus programs. As shown in Appendix III, most of the states provide by statute
that the agency which normally borrows for the state shall issue the bonds with
vhich to finance the bonus program. Illinois and South Dakota, however, have
created new boards specifically authorized to admlinister the necessary loans,

To service the bonds for the psyment of veterans' bonus, most states have
imposed new taxes or have increased existing levies, As Appendix IV indicates,
common types of taxes so employed are those on cigarettes, alcoholic beversges,
property, and income, At least five states impose a cigarette tax; five states
pertly or wholly rely upon property taxes; four states on liquor taxes; and
three states on income taxes,

A few states specify but one source of tax to pay for the interest and
principle of the bonds issued. In Washington a tax amounting to 2 cents per
pack of cigarettes is earmarked for a specilal Var Veterans' Compensaticn Bond
Retirement Fund, No other tax is imposed to supplement this source, and it is

made clear by statute thet the general credit of the state is not pledged to

the retirement of the bonus bonds, However, the legislature retains the pover

125ee Appendix III.n
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to provide additionsl meéns of raising money for the retirement of the bonds

at & later date, Connecticuﬁ and Indiana'rely upon seles or gross income taxes
to service their bonus honds; North Dekota relies chiefly upon its state property
tex, while dedicated revenues from the.state tax on beer is used to finance
Louisiena's debt incurred for bonus payments,

A larger number of states tap more than one tax source for the purpose of
retiring their veterans' honus ﬁonds. Illinois imposes texes on cigarettes and
peri~-mutuel hetting and .provides that in the event funds from these gources sre
insﬁfficient the state property tax rste shall be adjusted to make up the defi-
ciency., South Dakota earmarks & porition of its levies on property, sales,
cigarettes, cigarette paper, liquor, and motor vehiciés, as well as its severence
end private railroad lines taexes. In addition, it dedicates $7.5 million of

general revenues to pay for the interest and principle of the bonds floated for

the payment of its vetersns' bonus program.

ilethods of Acdministration

Administration of veterans' bonus programs consists of: (i) receiving
applications for payment; (ii) pessing on the individual applicant's qualifica-
tions; (iii) certifying eligibility; and (iv) making peyment in the proper
amount, To edminister these programs, some states have created special boards,
gsome have utilized existing agencies, and others have established special
bureaus or divisions within existing operating depsrtments, Iowe, for example,
established a World War II Service Compensation Bosrd comprised of the state
auditor, treasurer, end adjutant general, plus two World Wer II vetersns
appointed by the governor. Vermont, North Dzkota, and New Hampshire assigned
the administration of bonus payments to their adjutant generals, while Mimmesota

entrusted the task to the pre-existing Commissioner of Veterans' Affairs,




Indiana, Massachusettis, énd New York are e few of the jurisdictions which
created special divisions within existing agencies: Indiana pleced its divi-
gion under the Department of %eterans‘ Affairs; Massachusetts, under its
Treasury Department; and New York, under the Department of Taxation and
* Finance,l3

To adjudicate differences of opinion between administrative officials
and claimants, several states have esteblished bonus claims appeal commissions.,
Ilinnesota, for example, haes provided e board of review comprised of three
veterans to hear appesls from the decision of the Commissioner of Veterans!
Affairs, Connecticut created a three-man bosrd comprised of the adjutant
general, attorney general, and one person appointed bj the governor to review
appeals erising from actions of the state treasurer, who was asgigned to ad-
minister the bonus progrem. In Iowa, claimants dissatisfied with the decision
of the Iowa World War II Serviée Compensation Board sre given the recourse of

appeeling to a state district court,l4

Administrative Experience

As of this writing, only six states heve completed, or substantially
completed, their bonus programs for veterans of Vorld War II., Answers to ques-
tionnaires obtained from five of these six jurisdictions--Delaware, Hinnesota,
Ohio, Pennsylvania, and South Dakota (no response to_inquiries having been
received from Iowa)--yield information vhich is fragmentary, but nevertheless

of interest for the points they raise the administration of bonus acts,

1BSee Appendix V.,

145ee Appendix V,
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The experience of each of these five states indicates that the number of
veterans who are eligible for and will claim bonuses may be estimated closely.
As showvn in the following table, in each case the number of applicants estimated
in advance was within 10 per cent of the actual number applying. 'Staffing

requirements could thus be enticipated with s high degree of accuracy.

Table 1

ESTIMATED AND ACTUAL
NUMBER OF WORLD VAR II VETERAHS
APPLIYING FOR STATE BOWUSES

Nunbexr Number Percentage of

Estimated by Actually Estimate to

State fAgency Applying Actual Number
Delaware 32,500 32,000 98, 5%
Minnesota 300,000 292,610 97.5
Pemnsylvania 1,215,000 - 1,194,000 a8.3
Ohio 827,000 755,000 91.3
South Dakota 60,000 60,146 100.2

Records of these five states reveal, however, that it is more difficult
to estimete closely the cost of the programs. As noted above, most bonus acts
provide differing amounts for domestic and overseas military service, adding to
the complexity of approximating bonus expenditures. Lack of comprehensive data
concerning periods of active service further complicates thé determinstion of
the size of the appropriation needed to finance a given bonus program., Table 2
indicates that while three of the states for which information is available
closely estimated their requirements in the appropriating act, Ohio and Pennsyl=~
venia allocated amounts appreciably in excess of actual expenditures. (On the
other hand, a letter from the Ilinnesota Department of Veterans Affeirs, dasted
March 14, 1951, stated that sn additional appropriation of $3 million would be
sought from the legislature to cover potentisl claims not yet filed as well as

administrative costas,)



Table 2

AMOUNTS APPROPRIATED AND
ACTUALLY SPENT FOR WORLD
VAR II BONUS PROGRAMS

Percentage of
Expenditure to

Amount Appropriated Amount Expended Appropriation
Delaware % 8,500,000 & 8,000,000 94,1%
Minnesota 84,000,000 82,660,000P 98,4
Permsylvania 500,000,000 430,000,000 86,0
Ohio 300,000,000 250,060,000 83,3
South Dakota 20,000,000 27,500,000 98,2

p Preliminary,

Datas on adninistrative costs were fortheoming fron only two of the afore~
mentioned states which have completed, or are now completing, their bonus pro-
grams, FPennsylvania reported zn averasge cost of $1,63 per application, while
the South Dakota Veterans Bonus Board spent an average of $2,59 for each claim

it processed.15

Other Veterans' Benafits

It is to be noted thet payment of cash bonuses is only one of many bene-
fits extended by the various sistes and territories to veterans of World War II,
Tax and license fee exemptions of many varieties are offered to veterans in most
states, Employment preferences in governmental employment and educational bene-
fits for veterans and their dependents are slso common, Several jurisdictions
heve also sponsored home and ferm loan programs for their war veterans, Quali-
fied veterans of California, for example, have been permitted to receive advences

up to $7,500 on a home or $13,500 on a farm, repayable st low interest over

15Heport of the South Dakota Veterans Bonus Bosrd, Jenuery 2, 1951, p. 5.
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periods ranging up to 20 years., Texas, in 1949, provided a $25,000,000 appro-
priation to create a Veterans! Land Fund, This fund is to be used for the
purchase of lsnd for resale to veterans of World Wer II, allowing them to repay
the debt over a period of 40 years at 3 per cent interest,

Hawaii, too, has provided a variety of benefits to veterans of World
War II. Besides the $300 bonus to its veterens with 10 per cent or more dis~
ability, previously mentioned in this report, Hawaii has afforded her war
veterans the following:

(1)o Information and counselling services from the Territorial Councilo
on Veterans' Affairs, (Established by Act 150, Series E-211, Session Laws of
Hawaii 1945).

(2)o Free tuition for veterans atltending adult education classes.o
(Act 108, Series A-33, Session Laws of Hawaii 1945),

(3)o Occupational tools required for vocational education for disabledo
veterans. (Authorized by Act 117, Series A-39, Session Laws of Hawaii 1945).

(4)o Payment of transportetion cost from mainland to Hawaii of automobileso
avarded certain disabled veterans by the federal government. (Act 16, Series F=-
221, Session laws of Hawaii 1947).

(5)o Payment of expenses for burial of veterans up to $125, including anyo
amount psid by the federal government. (Act 198, Series E-210, Session Laws of
Hawaii 1945).

(6)o Point preference in civil service examinations. (Act 119, Serieso
h-3, Session Laws of Hawaii 1947).0

(7)o Free recording and photostating of discharge certificate and freeo
copies of vital statistics records when needed in connection with 8 veteran's
claim, (Section 12763, Revised Laws of Hawali 1945; Act 44, Series D-250,
Session Laws of Hawaii 1949).

(8)o Preference for tenancy in public housing projects. (J. R. 4,
Session Laws of Hawaii 1947; Act 338, Series A-98, Session Laws of Hawaii 1949),

(9)o Payment of an amount equal to that provided by the federal govern-
ment to furnish paraplegic veterans with specially-equipped homes, (Act 225,
Series F=335, Session Laws of Hawaii 1949).

(10)o Removal of disability of minority of veterans and their minor spouses
vhere necessary to obtain benefits under the Servicemen's Readjustment Act ofo
1944, (Act 9, Series D-174, Session Lews of Hawaii 1947),

12w



(11) Authorization of full pardons to honorably discharged veterans
who viere on parole from territorial prisons st time of entering the service.
(4ct 2, Series A-103, Session Laws of Hawaii 1949),

(12) Exemption from faxatipn of homes of totally disabled veterans,
(Act 189, Series A-152, Session laws of Hawaii 1949).

-13~



II. A Bonus Program for Hawaii,16

It is the purpose of the second part of this report to consider the
magnitude and cost, as well as'the means of financing &and administering, &
comprehensive bonus progran fof'Hawaii‘s veterans of World Wer II. An explicit
assumption of the ensuing discussion is that such a bonus would give the same
treatment, in the form of identically computed bonuses, to all ex-servicemen,
whether or not disabled veterans. The latter group, as noted above, has already

received a bonus of $300 by an act of the 1947 territorial legislature,

Number of Eligible Veteransg

The number of persorns who would be eligible for bonus payments by the
Territory, should Hawaii institute a bonus program for veterans of World War II,
is difficult to estimate closely. The following estimates are based upon the
best data available, obtained from a semi-official account, Hawaii's War 2gg;§,17
as well as correspondence of the territorial Selective Service and of the various
branches of the armed services in Hawaii,.l8

Two factors would directly influence the number of veterans applying and
eligible for.bonuses: (i) the period of military service specified in the bonus
act; (ii) the residence requirements incorporated in the act. By varying these
two provisions of the law establishing the bonus, the number of recipients would

be changed appreciably,

16Two bills providing for bonuses for veterans of World War II (SB 1311
and HB 840) were before the territorial legislature in April 1951, as this
report was being printed. Their major provisions generally followed those
assumed in the ensuing discussion,

176 wenfread Allan, Hawaii's War Years, 1941-45, Honolulu, University ofl
Hawail Press, 1950,

lsThis correspondence is in the territorial Fublic Archives,
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To arrive at &n estimate of the size of such a program, it is therefore
necessary to assume some given eligibility requirements. For this purpose it
is assumed that the period of service employed in the disabled veterans! bonus
act (Act 214, Series E-190, Session Laws of Hawaii 1947)~-September 16, 1940
to September 2, 1945--msy be used for the purpose of awarding bonuses to all
Hawaii veterans of WVorld VWer II, (These dates, respectively the day on which
men vere first drafted for military service in the period of Torld War II and
the day on which the “shooting war" ceased, are employed to determine periods
of service recognized for bonus purposes by four staztes, Five others have
edopted the period from the attack on Pearl Harbor, December 7, 1941, to V-J day,
September 2, 1945, See Appendix II.)

Approximetely 36,000 persons were inducted into the armed services in
Hawaii between 1940 =snd 1945, substantially all of whom had been drafted or had
volunteered for duty during the dates specified above, Resldence qualifications
would eomewhat reduce this number, for meny persons entering the armed forces
from Hawaiil were legsl residents of other jurlsdictions, temporarily living or
stetioned in the Territory. {Conversely, residents of Hawaii were inducted on
the mainland, but it is the opinion of persons conversant with veterans' affairs
that this group is smeller than the non-residents of Hewaii who enlisted or were
drafted here,)

Again, it is necessary to posit & period of required residence, before the
number of veterans eligible for a bonus can be estimated, The period specified
in the territorial disabled veterans' bonus act is six months prior to entry into
the srmed services. Becsuse of the fact that Hawaii was an important militery
base prior fo the outbreak of war, many servicemsn with "permanent! residences
outside the Territory but stationed here re-enlisted from Hawail, then returned

to their home stetes efter discharge, This group would he eligible for bonuses,
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should the six-months requirement be incorporated in a genernl bonus program,
Feced with & similar problem, the Territory of Alaska has limited peyment of its
bonus, with respect to persons:who failed to return to that territory after the
war, to those who had resided in Alaska for a period of five years prior to entry
into the armed forces, (See page 5, supra.)}

If the latter provision were inserted in a bonus law, and making allowance_
for the fact that about 1,000 of the men locally inducted into the srmed foreces
were released for urgent civilien employment without seeing active duty,19 it is

estimated that some B0.00b to 32,000 pergons would be eligible for a Hawaii

veterans! bonug.

Cost of Progranm

The level of expenditures reguired for a Vorld Wer II veterans! program
would of course also depend on the sizo of payments, whether flat-sum or varying
with the period of military service, Thus, on the foregoing estimate of ex-
servicemen eligible for bonus, the cost of a $100 lump-sum bonus program would
approximate $3,100,0003 a $300 borus would cost about $9,300,000; and a $500
bonus some $15,500,000--a1l plus charges for administretion and bond servicing,

Cost estimating is more difficult under a honus program which varies the
smount paid to esch qualified veteran according to his period of military service,
Typically, state bonus plans alsc distinguish between "domestic" and "foreign®

duty, paying s larger amount for each month of active service outside the conti-

19Letter to ifrs. K. H, Stidham, Archivist of the Hawaii War Records
Depository at the University of Hawaii, from Colonel F. P, Crandell, Adjutant-
g;zgral's Department, U, S, Armed Forces, ifiddle Pacific Area, dated Harch 5,
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nental 1imits of ths United States than for service overseas, (See Appendix I.)20

Stete bonuses, as previously noted, vary widely--from $10 to $15 per month
for domestic service; from $10 to $22.50 for overseas duty. With these two-score
precedents, Hawaii might adopﬁ any one of a large number of possible rate combina-
tions, the cost of the bonus progrem verying accordingly, For purposes of illus-
trating the cost of veterans! bonus, it may suffice to select a modal size of
payment, one which is most closely representative of several state programs,
Examination of Appendix I indicates thst the pattern of pesyments most frequently
employed (by nine states) grants $10 per month of domestic military service and
$15 for each month of overseas duty,

Most state bonus acts also set a limit on the amount to be peid to each
veteran, which maximum is less than the amount which would otherwise be psid to
a veteran who had service over the entire periol of active service recognized by
the bill. (Agein, see Appendix I.) There is no one maximum amount which has been
adopted by a large number of states, but a limit of $500 falls close to the mean
average ($496) of such maxima in World Viar II bonus laws. Frequently, the maximum
amount is granted to survivors of veterans killed in service, or decessed as a
result of service incurred injuries——regapdless of their length of military duty,

Assuming a bonus act with the festures discussed above--(i) one which

recognizes military service performed during the period between September 16, 1940

and September 2, 1945; (ii) requires a residence of at least six months prior to

20This distinction, presumably based on the greater hardship of being

distant from home, as well as the greater risk of overseas duty, presents itself
in a somewhat different light for Hawaii, Here, there would appear to be a
stronger case for paying a larger monthly bonus for mainland duty than for service
in the Territory! The above considerstions, however, might well justify the
classification of both mainland snd Havaii duty as "domestic", restricting
foreign" service to its literal means (plus, perhaps, service in such outposts as
the Aleutian Islands),

«17=



entry into the armed forces (five years for veterans who are not residents of
Hawaii at the time of application forres bonus); (iii) awards $10 for each month
of domestic service and $15 for ezch month of foreign duty; and (iv) provides a

maximum peyment of $500--it is estimated that bonus_payments would approximate

$11,000,000, To this estimate must be added two concomitant expenses: (a) in-
terest costs incurred, should a bond issue be required (discussed below); and
(b)rcosts of sdministering a veterans' bonus,r

Administrative costs incurred in distributing s bonus would vary with the
size of the bonus progrém, the agency designated to discharge the program, the
administraetive complexities of the law establiching the program, the length of
the period over which claims are to be accepted, etc., As the first portion of
this rerort indicated, there has not accumulated sufficient experience under the
various state bonus programs to predict vith any assurance of accuracy the cost
of edministering such a program in Haweii, For illustrative purposes, however,
the administrative costs incurred by Pennsylvsnia and South Dakote may be applied
to a projected bonus program for Hawaii, Pennsylvania, with 1,194,000 applicants,
spent $1.63 per application, while the cost of administering the 60,000 bonus
claims received by South Dakota averaged 62.59.21 Assuming that Hawaii;gouldr
receive some 33,000 applications for bonuses (1,000 to 3,000 of which would be
disallowed), the cost to the Territory of administering the program would approxi-
mate $57,000 under Pennsylvenia's cost average, $91,000 under South Dakotals,

On these estimates, administrative costs of a bonus progrsm would appear
to be sufficiently small to be covered in the $11,000,000 appropriated previously
estimated as necessary for the bonus payments here considered. To guard against

a deficit, should actual claims exceed those estimated, it may be preferable to

21899 page 11, supra,r



appropriate as much as $12,000,000. Adequacy of funds would then seem assured,

The following discussion therefore assumss the voting by legisleture of funds

of $12,000,000 for a bonus program,

leans of Finsncing Program: Bond Issue

An outlay of $12,000,000 would, in the absence of & large amount of unallo~
cated general revenues of the Territory, require the .issuance of bonds., This, in
turn, would necessitate an incresse of the $50,000,000 limit on territorial debtR2

Annual costs for repsyment of principal of debt incurred for a veterens'
bonuses would vary with the length of the bondg--the longer the period until they
mature, the smaller the amount required annuelly for amortizstion. (Yearly in-
terest payments wiould be larger for long-period bonds,'but this difference would
only in part offset lower retirément payments for such issues.)

The maximum term for which general obligation bonds mey be issued by the
Territory, under the terms of its Organic Act, is 30 years.23 The shortest term
likely to be employed for a mesjor bond issue is 10 yeérs. Table 3, below, esti-~
mates for these two periods, as weil sg for 15 and 20 yesr maturities, average
annuel costsof servieing a bond issue of $12,000,000, the probable maximum amount

of bonus peyments which would be mede under the program here assumed,

221mposed by section 55 of the Hawaiian Organic Act, as amended,

23_]_:32__&.
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Table 3

ESTIMATED ANNUAL INTEREST AND AMORTIZATION
COSTS FOR.BOND ISSUE OF $12,000,000

»
]

Annual Total
Period of loan Annuel Interestd Amortizationd Anmial Costsd
10 years? % 90,000 1,200,000 1,290,000
15 yearsP 108,000 800,000 908,000
20 yesrsP 108,000 600,000 708,000
30 yeers® 120,000 400,000 520,000

a8 Assumes simple annual interest rate of 1,5%.

b Assumes sinple snnual interest rate of 1.8%. (Rate at which most
recent territorial loan--a $14,000,000 issue of December 1950--
was floated,)

c Assumes simple annual interest rate of 2,0%.

d Average, rounded to nearest $1,000,

The foregoing table indicates the ¢reater annual financial burden of
retiring a bond issue over & short period, sar 10 years, than over the maximum
period of 30 years., It should be noted, houever, that there is a significant
increase in total interest payments as the maturity dates of the bonds are
advanced, Under a 10 yeer bond issue, it is estimated that total interest

charges would be about $900,000, while such charged under & 30 year issue would

approximste $3,600,000,%4

lieans of Financing Program: Taxes

Table 3 indicates that the annual payments required to service a debt of
$12,000,000-~-the estimated cost of the bonus program--would range from about
$500,000 to some $1,300,000, depending on the length of the period for which

bonds were to be issued. In the absence of a budgetary surplus, it would be

2hhese estimates, intended for illustrative purposes only, are based upon
the interest rates shown in Table 3, Any large fluctuation in interest rates
available to the Territory would of course alter costs of bond service apprecia-
bly.
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necessary to either impose new taxes or increase present tax levies to raise
these additional revenues,

Few major forms of taxqs are not already imposed by the Territory of
Hawaii, Among these few unused fiscal devices sre two taxes formerly levied,
but repesled in recent yesrs. Omne is the personal proﬁerty tax, repealed in ,
1947. This tax formerly yielded between $3,000,000 to $4,000,000 annually, Its
reinstitution would therefore easily finance annual bond service charges, The

"other former tax, a $5 poll tax, yielded some $750,000 annually, sufficient to
meet the yearly charpge on a 20 or 30 year bond issus, bul not those of an issue
of more rapid maturity,

Repeal of the present home exemptions under the property tax would also
provide the base for the required revenues, This would, however, require alloca-
tion to the Territory of additional revenues realized from this source. Alterna-
tively, eight major taxes currently levied by the Territory might be increased--
singly, or in combinetion--to raise the funds required for the bonus progranm,

Table 4 lists the tax increases vhich, on the basis of 1950 tax collections,

would yield the appropriate amount of money for a 10, 15, 20, or 30 year bond

issue, The inerease in each case assumes that gll the required funds would be
forthcoming from the indicated tax increment, Any number of smaller increases of
two or more taxés which would jointly raise the necessary amount of money may be
roughly estimated from the table. Thus, to service a 15-year bond issue, the
$908,000 required annually might be raised by inereassing the gasoline tax by one
cent per gallon; or by increasing the gasoline tax by one-half cent (to yield
half the needed amount) and the corporate income tax by 1% per cent, (to yield the
other half); or by inereasing the gasoline tax by one-third cent, the corporate

income tax by 1 per cent, and the tobacco tax by L 1/3 per cent, each tax incre-
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Gasoline (now

é¢/gallon, 5¢ for

svistion fuel)

Liguor (now 12% of
wholesale value)

Tobacco (now 15% of
wholesale value)

General excise
(gross income)

a, Retail sales

(now 23%)

b. Wholesale
(now 19%)

Real propertyb

(now averages 3 1/3%
of assessed value)

Corporate income

(now 10%)

Personal net income

(now gradustéd
3-6%)a

Compensa tion-
dividends
(now 2%)

a Bstimated on basis of 1950
b Now allocated to counties.
Territory.

Table 4

If 30 Year
Bonds are

Issued:

($520,000
to be raised
annually)

3¢ additional

34% additional

74% additional

1/10% addi-
tional

1/4% addi-
tional

1/6% addi-
tional

1 3/4% addi-
tional

1/3% addi-
tional for
each bracket

1/10% addi-
tional

If 20 Year
Bonds are

Issued:

($708,000
to be raised
annually)

2/3¢ addi-
tional

5% additional

10% addjitional

1/7% addi-
tional

1/3% addi-
tional

1/5% sddi-
tional

2 1/3% addi-
tional

1/2% addi-
tional for
each bracket

1/6% addi-
tional

tax payments.,
Assumes additional revenue will accrue to

TAX RATE INCREASES REQUIRED TO FINANCE
VETERANS' BONUS AGGREGATING $12,000,0008

If 15 Year
Bonds are
Issued:a

(%908,000

to be raised
annually)

1¢ additional

6% addi-
tional

13% additional

1/5% addi-
tionsl

2/5% addi-
tional

1/4% addi-
tional

3% additional

2/3% addi-
tional for
each bracket

1/5% addi-
tional

If 10 Year
Bonds are
Issued:

($1,290,000
to be raised
annually)

1%¢ addi-
tionala

8 3/4% addi-
tional

1837 addi-
tional

1/4% addi-
tional

1/2% addi-
tional

2/5% addi-
tional

4 1/3% addi-
tional

9/10% addi-
tionel for
each bracket

1/3% addi-
tional



ment to raise one-third of the $908,000 required,

Revenues received from- taxes imposed or increased to finance the bonus
program might be placed into g special fund earmsrked for repayment of the bonds
issued to pay the bonus, This is not necessary, however, if the bonds are general
obligetions of the Territory, comprising a cleim against all general revenues of
the territorial government, Only if the credit position of the Territory is weak
could it be expected that the device of establishing a special fund would appre=-

ciably add to the marketability of the bonus bond issue,

Administration of Bonus Frogram

Hawaii has a variety of examples to follow for the administration of a
veterans' bonus program, should one be established by the legislature. As shown
in Appendix V, and briefly discussed in the first section of this report, several
states have established special boards to receive and act upon claims for compen=~
sation, while others have designated finance officers-~the state treasurer or
auditor--to serve as administrative agent,

4 third group of states have assigned the task of bonus administration to
pre-existing veterans' agencies. This was the course taken by Havaii in 1947,
vhen it placed the administration of the disabled veterans' bonus under the terri-
torial Council on Veterans! Affairs, which had been created at the 1945 legisla-
tive session (Act 150, Series E-211),

This agency, now largely concerned with counselling and assisting veterans,
would require a larger staff, should it be given the responsibility of handling
bonus claims. The staff of the Council under the terms of its 1951-53 budget
allocetion, as approved by the House of Representatives, at the time of this

writing (April 1951) comprises twelve persons., It is estimated by the director
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of the Council that epproximately ten additional persons would be reguired to
process cleims during the first six months of a bonus program, should one be
instituted, After the bulk of;applications had been exanined and paid, or
rejected, the extra staff could:in 81l likelihood be reduced to two or three

persons who would hsndle late applications and those which offered administrative

complexities,




Appendix I

AMOUNT OF PAYITENT OF VETERAMNS' BONUSES
(As of December 1950)

'

lonthly Rate of Compensation Individual Timit

Domestic Oversess Domestic Overseas
State or Territory Service Service Service Service
hlaska 510,00 $10,00 $ 9608 3§ 7608
Connecticut 10,00 10,00 300 300
Delaware 15,00 20,00 225 apo
HAVAII For disabled veterans only {v) {b)
Illinois 10.00 15.00 6008 9002
Indiana 10,00 15.00 600 €00
Iowa 10,00 12.50 500 500
Louisiana (e) (c) 1,000¢ 1,000¢
Massachusetts (d) (d) 200 300
[Hichigan 10.00 15.00 500 500
Ifinnesota 10.00 15,00 270
Montana 10.00 15,00 (e) {e)
New Hampshirs 10,00 10,00 100 100
New York (£) (£} 150 250
North Dakota 12,50 17.50 7504 1,050%8
Ohio 10.00 15,00 400 400
Oregon (e) (e) () (e)
Pennsylvania 10.00 15.00 500 500
Rhode Island {g) (g) 200 200
South Dakota .50/day .75/day 500 650
Vermont 10.00 10.00 120 120
Teshington 10.00 15,00 4608 6908
Vest Virginie 10,00 15.00 300 400

Source: State and territorisl statutes.

a Limit not expressed in statute; obtained by applying monthly rate of
compensation to maximum period of eligibility,

b %300 payable only to persons with service-connected disability of 10%
or more,

¢ 350 to $250, depending on length and place of service. To widow or
dependent, $1,000,

d 5100 for domestic service of less than six months, %200 for domestic
service of more than six months, 5300 for foreign service,

e Recent%y ratified by the electorate, Legislstive action on subject
not yet.

f 850 to $250, depending on length and place of service,

g $200 flat rate,




Appendix II

ELIGIBILITY REQUIRENMENTS FOR VETERANS' BONUS PAYMENTS
(4s of December 1950)

’

Minimum Minimam

Length of Prior

Service Residence
State or Territory Period of Service (days) {months)
Alagka 9/16/40 = 12/31/46 365 12
Connecticut 12/7/41 - 12/3745 90 12
Delaware 9/16/40 - 6/30/46 90 12
HAWAII 9/16/40 - 9/2/45 - 6
I1linois J16/40 - 9/3/45 60 -
Indiana 12/7/41 - 9/2/45 90 6
Towa 9/16/40 ~ 9/2/45 120 6
Louisiana 171741 - 3/1/46 - {a)
Massachusetts 9/16/40 - 12/31/46 -- 6
Hichigan 9/16/40 - 6/30/46 60 6
Minnesota 12/7/41 - 9/2/45 30 6
Montana®? =00 aeee- - -
New Hampshire 12/7/41 - 12/31/46 90 --
New York 12/7/41 - 9/2/45 -- 6
North Dakota 1/1/41 - 1/ /46 60 6
Ohio 1277741 - 9/2/45 90 12
Oregonb ----- - -
Pennsylvania 12/7/61 - 9/2/45 60 (c)
Rhode Island 9/16/40 - 9/2/45 - 6
South Dakota 12/7/41 - 9/2/45 a0 6
Vermont 9/11/41 - 6/30/47 - 12
Vashington 12/7/41 - 9/2/45 - 12
West Virginia 12/7/41 - 9/2/48 90 6

Source: Stste and territorial statutes,
a Citizen of state at time of enlistment,

b Recently ratified by the electorate., Lerislative action on subject
not yet taken,

¢ Veterans vho named state as plsce of residence at enlistment declared
eligible,
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Appendix III

METHODS OF PROVIDING INITIAL FUNDS FOR VETERANS! BONUSES
(As of December 1950)

Expenditure

State or Territory Revenue Source Bond-Issuing Agency L Limit

Alaska Tax® =000 eeceea- $ 3,250,000
Connecticut Bonds Treasurer? 51,750,000
Delaware Bonds Governor, Treasurer, 8,500,000
Secretary of State
HAVIAII Taxes® 000000 emeeea- 673,200
Illinois Bonds Service Recognition Boerd 385,000,000
Indiena Taxd e 105,000,000
Iowa Bonds; general Treasurer 85,000,000
fund surplus
Louisiana Bonds Board of Liquidation of 60,000,000
State Debt
Massachusetts Bonds Treasurer -
Michigan Bonds State Administrative Board 270,000,000
Minnesota Bonds Auditor 84,000,000
Montans® =00 —eeea - m——
New Hampshire Bonds Treasurer! 6,000,000
New York Bonds Comptroller 400,000,000
North Dakota Bonds Industrial Comnission 27,000,000
Ohie Bonds Commissioners of the Sinking 300,000,000
Fund
Oregon® 000 smme- s —-—
Pennsylvania Bonds Governor, Auditor-General, 500,000,000
Treasurer
Rhode Island Bonds Treasurer 20,000,000
South Dakota Bonds Veterans' Bonus Board 30,000,000
Vermont Surplus funds =0z =se~sea 3,700,000
Vashington Bonds State Tinance Committee 80,000,000
West Virginia Bonds (e) 90,000,000

Source: State and territorial statutes.

a On retail and wholesale sales,

b With approval of Veterans' Bonus Commisgion,
¢ Existing taxes,

d Additional tax on gross income,

e Recently ratified by the electorate, Legislative action on subject
not yet teken,

f Under direction of governor and council,
w2




State or
Territory

Alaska

Connecticut

Delaware

I1linois

Indiana

Jowa

Louisiana

Massachusetis

Michigan

Minnesota

Montana©

New Hampshire

New York

Appendix IV

TAXES IMPOSED TO FINANCE VETERANS! BONUSES

Cigarette Property Alcohol

(As of December 1950)

13

Other

1% retail sales,
service taxes;
+% wholesale sales,
export taxes,

Undetermined portion
of a 2% szles tax.

General revenues,

4% pari-mutuel tax;
4 of 10¢ pari-mutuel
breakage.

1/8 - 1/4% gross
income,

General revemues.

L of 1% mining occu-
pation emt royalty
tax; %5 for esch
person end corpo-
tion filing in-
come tax returns,

-

$3 poll tax (re-
pealed); general
revenues.

. _Tax Tax Tax Income Tax
1¢/pke. (a) --- -
- (b) - ——-
-— - $10 bbl, -——
of beer
2¢/pke. N 50¢/gal. 2.5% of corpora-
tion net income
for 1946, 1.5%
for 1947, and
3% for 1948-1950,
——— -—— 10% 5% surtex on
corporations
and indivi-
duals,
1¢/pke. - ——— 10% of computed

personal net

income tex; 1%
of corporation
net income tax,
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Appendix IV

(continued)

State or Cigarette Property Aleohol

Territory Tax Tax Tax Income Tax Other

North Dakota - (@) = me- —— mema-

Ohio —_— (d) — -—— General revenues,

Oregon® - - - ———— mees-

Pennsylvania - - —-— -—— Gensrel revenues,

Rhode Island - -—- —— ——— Genersl revenues,

South Dakota 3% 2 mills 3% ———— 1% sales tax; ciga-
rette pepers; 1%
tax on motor
vehicle registra-
tions; 1% sever-
ance tax; 3,75%
tax on gross
earnings on pri-
vate car lines;
$7.5 million from
genersl revernues,

Washington 2¢/pke. -—= -— ———— ————

West Virginia® -— —— -— wm——— mmea=

Source: Adapted from The Tax Foundation Project No. 26, Cash Bonuses
for World War 11 Veterans,

a Property tex to be imposed each yesr in vhich there are insufficient
funds from other sources to pesy for principal and interest of bonds,

b Additional tax rete (to be fixed each year by tax commissioner) on
property sufficient to pay principsl and interest of bonds yearly
for 20 yeers,

¢ Recently ratified by electorate. Legislative action on subject not
yet taken,

d Rate of tax to be determined by authorized agency.

e Awaiting legislative action on eny two or more of following additional
taxes: ciparettes, aleohol, sales, personal income,
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Appendix V

AGENCIES ASSIGNED TO ADMINISTER VETERANS! BONUS PROGRAM
(As of December 1950)

’

State or Territory Administrative Agent or Apency Appeals Apgent or Agency

Alaske Commissioner of Veterans' Affairs “am—— -

Connecticut Treasurer Board: Attorney General,
Adjutant General, one
Appointes of Governor

Delavare Veterans' Military Pay Commission Veterans' Militery Pay
(Director) Commission

HAWAII Veterans! Affairs Council = ==-ceeee

Illinois Service Recognition Board Board of Review

Indiana Department of Veterans' Affairs Veterens' Affairs Com-
{Bonus Division) nission

Iowa World Wer II Service Compensa- Distriet Court
tion Board )

Louisiana Department of Veterans! Affairs Bonus Appeal Board
(Bonus Division)

Massachusetts Treasurer Bonus Appeal Bosrd

Michigan State Administration Board Court of Claims
(Adjutant General)

Minnesota Commissioner of Veterans! Affairs Boerd of Review

Montana (a) _ (2)

New Hampshire Adjutant General p—eam-

New York Department of Tsxation and Finance Court
(Veterans' Bonus Bureau)

North Dakota Adjutant Genersl CourtP

Ohio Sinking Fund Commissioners {ex- “am———
officio)

Oregon - {a) (a)

Pennsylvania Adjutent General = eecwn-.

Rhode Island Borus Bogrda ~ mmeeee -

South Dakota Veterans' Bonus Board (ex-officio) = w--=w= -

Vermont Adjutant General Stete Auditor

Wsshington Auditor we=cecw

Vest Virginia (a) ' (a)

Source: State and territorial statutes; replies to questiomnaires
addressed to state agencies,

& Recently ratified by electorate, Legislative action on subject not
yet taken.

b Jurisdiction only on question of residence,
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