 Mr. President, Mr. Speaker, Members of the Forty-fifth General Assembly and Fellow Citizens:


In response to the mandate expressed by the people on November 8th of last year, I come before you to accept the high honor and grave responsibilities imposed by the sovereign people of this great commonwealth at that election. With deep appreciation and complete humility of spirit, I stand ready, with all the ability I possess, to carry out the wishes of this electorate as I interpret them.


At the very outset may I not say that it is a source of deep gratification to meet the pledge of unselfish loyalty to the common good expressed so universally in the opening days of this session by the members, regardless of party?

You are met as the 45th General Assembly of Iowa in one of the darkest hours of our history. This session transcends in importance those of previous years for reasons which are distressingly plain. Our principal basic industry is prostrate. With corn selling in a typical Iowa county at twelve cents a bushel, oats at eight cents a bushel, hogs at two cents and cattle at one to four cents a pound, our farmers are not realizing production costs. Bank failures, actions in foreclosure of rural and urban homes, and of stocks of merchants, constitute a large part of the business of our courts. Few of our industries are operating at a profit, and in many of them operations are stopped. Men and women eagerly seeking the opportunity to earn their living can find no work. Despair is in the heart of the debtor, and mute appeal for help, in the faces of our heavily burdened citizens. 



I realize that I am departing from established custom by entirely failing to outline my position upon every possible question that may come before this General Assembly. I expect to depart from other customs. I do so now, believing that these are times for action—not words. I shall place before you at this time some definite recommendations which call for definite and immediate action, and will from time to time, as your session continues, put before you my recommendations for additional measures, which I believe will appeal to your good judgment as being wise and helpful.


Twelve years ago I first advocated a complete reorganization of state and local government in Iowa. In the campaign just ended I repeated my advocacy of this same reorganization program. The conduct of public business in Iowa is being carried on under a system devised and adapted to the horseback and stagecoach period. If the taxpayer is ever to get his dollar’s worth in service from his government, this antiquated system must be completely overhauled and rebuilt. In its place must be set up a compact and efficient method for handling public affairs. Other states likewise burdened have in the past twelve years recognized the need for reduced cost of government and many of them have followed very closely the plan advocated in Iowa twelve years ago. You have learned this week something of what was done by intelligent, determined action in North Carolina. Like action has been taken in many other states.


I construe the results of this election as a demand made by the voters of Iowa that Iowa no longer delay in giving to them the relief and results which these other states are enjoying through freedom from bureaucratic wastefulness and political extravagance.


The Governor of Iowa, in the public mind, is charged with great responsibility for the conduct of the state government, yet under our present system he is given no corresponding authority with which to meet this responsibility. I seek no personal power. At best, I am but a fleeting figure in the public life of Iowa, and I would willingly pass to the hands of another, without opportunity for its exercise by me, the power solicited for the office of Governor. The taxpayer’s money is being expended by numerous boards and commissions, types of supergovernment, intrenched by their long tenure of office (four and six year terms), to conduct their various government enterprises, as their judgment dictates. They resent interference from the Governor, from the Legislature, and from the taxpayers, and while many of the men and women who compose these boards and bureaus are honest, capable and patriotic officials, their personal interest in the particular activity which their board or bureau directs, prejudices them in favor of expenditures for their proposals. Since Civil War days there has been a constantly growing tendency to strip the Executive of real authority, and to distribute it in these various boards and commissions. For twelve years I have advocated that most of these political boards and commissions should be abolished—that in their place should be set up a business-like form of state government with departments of government under the elected officials handling the business of government. Let us fix the responsibility for the spending of the taxpayer’s money, and results to be accomplished with its expenditure, upon these elected officials who may, each election day, be held directly accountable to the electorate for honest and efficient government.  Let us avoid long-term appointments which deprive the Executive of actual authority over governmental activities. These boards are in truth a part of the Executive Department and the authority should be his. Let us abolish a system which permits a board or department of state government to collect millions of dollars of revenue during a single biennium, spending it as it chooses, without control by either the Executive or the Legislature, and then holding the Executive responsible for its failures. Let us deposit with the state treasurer every penny of state revenue and expend it only through appropriation by the General Assembly.


To this end there should come before this General Assembly before it adjourns, the results of a very careful survey and study of the structure of state government in Iowa. It should recommend at that time a definite reorganization program, not only of the structure of the government as to its official functions, but as to its financial setup as well.  


As rapidly as possible the new interim committee which I trust will be created by this General Assembly, will compile the facts and figures justifying a complete reorganization of our county and municipal government in the state. This will cover every activity of government, including of course, health, welfare, conservation and other vital and necessary activities.

While our action cannot effect an absolute increase in the prices of agricultural and other commodities of our state’s production, our action can effect a relative increase in the prices of such commodities by reducing cost of production, of which the item of taxes is a considerable factor. The popular mandate expressed in your election and mine can only be interpreted as a demand for reduction of taxes. There is no mistaking the temper of the people. Until we have reduced taxes, we will not have fulfilled our pledges. We may not be able to grant tax relief in the full measure hoped for.  We can strive earnestly to attain that measure, however.


Some of us have been sent here as the representatives of one party, some of another party. I do not regard my election as a purely partisan victory. It is the united action of the people of this state, regardless of party. This is equally true as to a large part of the membership of this assembly. A like responsibility is yours. Here all of us must lose our partisan identity and in this emergency, work together for the relief of our people. The General Assembly and the local tax levying bodies are engaged shoulder to shoulder in an undertaking to adjust expenditures to available revenues.


During the last two years, under measures initiated by the preceding General Assembly and through courageous action of county boards of supervisors, city councils, school boards, and other local tax levying bodies, praiseworthy economies have been initiated.


The progress in reduction of public expenditures by the local authorities sets a notable example for the state. The time has come when the former policy of incurring expenditures on the basis of expansions we would like to make must be abandoned. In its stead must come drastic reductions in the cost of state government which will bring it into line with the decreased income of our people. Our misfortune is that during the last twelve years of declining farm prices, bank failures, and mortgage foreclosures, the cost of our state government has mounted steadily upward. That period is ended. It has been the practice for years for our state government to devise new ways to raise new taxes to meet increased public expenditures. It is time that process was reversed.  So far as possible, it is our purpose to maintain a balanced budget by reduced expenditures through new and rigid economies rather than by taking more money from the taxpayers. New state officials have dropped inspectors, examiners and others from the state payrolls in large numbers, and are placing many state owned automobiles in storage. Consolidations of boards and commissions and avoiding waste motion will eliminate others and bring further reductions.


It is my responsibility to propose, your obligation to consider and enact measures which may bring relief to our citizens. To those subjects I now address myself.

TAXATION


Our present tax burden is unbearable. The disparity between price levels on the one hand and tax and debt levels on the other demands drastic action. This assembly may not raise prices or reduce debts. It can and must reduce taxes. Actual reduction here will be reflected in every home in Iowa and will provide the means and example for continued reductions in every taxing unit. If this is not done we will have failed our people.


Drastic economy is our first step. Reduced individual incomes have compelled drastic economies in the homes and business of our citizens. Reduced State income compels like drastic economies on our part here. This plain fact cannot be ignored. Keep it before you in your consideration of every measure. Tax reduction, rigid economy and a determination to cut to the bone must be our theme.


For years intangible property has escaped its fair share of the tax burden, with resulting injustice to more visible forms of property. There must be a complete revision of the entire tax system and of the methods of assessment, levy and collection of taxes.

The 44th General Assembly created a non-partisan interim committee which has given careful and intelligent study to the matter of reduction of public expenditures. Its members gave unselfishly of their time and deserve the lasting thanks of our citizens. That and the fruits of their work will be their only compensation. On behalf of the State, I gratefully accept their report and in the people’s name, I thank them. The work of the committee is ended and yours now is the responsibility of translating their work into action.


Included among their major recommendations are many of the changes which I proposed in the primary and later in the general campaign. These relate to revision of the laws relating to state and local taxation and assessment, for reorganization and simplification of state and county government and to our school laws, among other things. The reasons for these governmental changes have been apparent for years.  They were apparent when first I urged them to the people of the state in 1920. Now, the extremity of our people commands action and without delay.


These proposals for tax reduction are commended for your earnest and early consideration. As is stated in the report, the program of the Committee is not all-inclusive, nor is it intended that it shall be taken as proposing all of the means and methods for reducing taxes. Our trouble has arisen in large part from the failure properly to protect the taxpayer in the local subdivisions. Counties, townships, school districts, cities and towns have been permitted to circumvent the restrictions of the State law by yearly expenditures, bonded indebtedness and the pledge of warrants anticipating earnings and income. The many modifications of the law brought about from time to time by selfish groups and constant liberal interpretation have tended toward an exploitation of the taxpayer. The limitation of indebtedness as fixed by our constitution should be strictly observed, and to that end, I recommend the repeal of all laws that modify or impair the effectiveness of this safeguard. Let us not mortgage our children’s future.


Aside from this obligation to save our people’s substance, there is the practical fact that the state’s revenues are endangered. Tax collections have shrunk violently; tax sales are postponed; large sums of the state’s revenues are held in closed banks; payment of warrants drawn on county treasurers have been refused for lack of funds; revenues from special taxes are steadily decreasing—in plain words, we lack money. We cannot spend what we do not have.


Reorganization of State, County and other divisions of government is strictly a legislative function. I long have advocated a scientific study and survey of all branches of state and local government. I believe that by such means, an outline of reorganization can be prepared and submitted which, when adopted, will save tremendous sums to the taxpayers of Iowa, and will give to the people a more efficient government.


I quote from Section 21 of the report of the Legislative Committee:  


“Another Committee should be authorized to continue the work which has been started and partially accomplished. Our Committee is unanimous in its conclusion that the work which has been done, as vast and important as it is, covers only a part of what should be done in the study of tax problems.
• • • • • • • • • • •

But, in order to enable another Committee to make the extensive and thorough investigation which we believe should be made, a larger appropriation is necessary for the use of such Committee.”

Submitted with the report of the Committee, is Joint Resolution No. 2 (No. 21 of the recommendations by the Committee) which authorizes the new Committee. If the new Committee is immediately authorized as one of your early items of business, it should be able to submit to this present session additional proposals for tax reduction, and thus, to carry on the work of the interim Committee which has ceased to function.


To the report of the interim committee as to mandatory levies for secondary road purposes (their proposal No. 7), further recommendation request of their taxpayers, refused to make these mandatory levies. They were actuated by a laudable desire to avoid further increase of an already too heavy burden. Because of the mandatory feature of the act, worthy and conscientious public officials are placed in the position of wilful refusal to perform the duties of their office. This stigma should be removed by proper legislative provision as and when the proposed repeal of the mandatory provisions is accomplished.


In every county in the state there has been a great deal of distress and suffering due to the sacrifices that people have been required to make in order to pay their taxes when due and to prevent sale of their homes at tax sale. In many instances the tax burden has been severely augmented by reason of the addition of penalties and the time has come when it would seem that this legislature might give serious consideration to the question whether the penalties now provided by law for failure to pay taxes when due are larger than the demands of the situation require, and to give consideration also to the question whether the time of tax sales might with safety and propriety be postponed to a later date. In this connection, it should be borne in mind that such legislation will involve the security of the revenue of the state and its political subdivisions, and proper safeguards must be provided.

AGRICULTURE


The great part of the program of restoration of agriculture must be furnished by the national government by means adopted to restore the price level or by other means and by a method which will permit a better refinancing of farm debts. Because of my approval of the principle declared in the Democratic national platform adopted at Chicago last June, I quote it to you:


“We advocate:


“For the restoration of agriculture, the nation’s basic industry, better financing of farm mortgages through reorganized farm bank agencies at low rates of interest, on an amortization plan, giving preference to credits for the redemption of farms and homes sold under foreclosure; extension and development of the farm cooperative movement and effective control of crop surpluses so that our farmers may have the full benefit of the domestic market.”

In the same connection, it was said that they advocated:  

“Enactment of every constitutional measure that will aid the farmer to receive for basic farm commodities prices in excess of cost of production.”

I ask this legislature, by appropriate resolution to support our representatives in Congress in the adoption of such a program. Within this State we should have laws encouraging the full development of farmer owned and controlled marketing agencies, giving them equal rights on all exchanges. Further to aid agriculture, we should provide for the adoption of banking laws and a credit system adapted also to the business of farming, taking into account the necessity for longer time loans to farmers and of imparting liquidity to farm mortgages.


The farmer has endured not three years of depression, but twelve. For him the depression, started in 1920, was but intensified in 1929, and the injustices increased. The present injustice strikes not only at the farmer, but at every individual and group in Iowa and the nation. Until farm buying power is restored, the depression cannot end. We must coordinate our activities with those of the National Congress to restore agriculture so far as legislation will permit.


The loss of farms through mortgage foreclosures presents a tremendous problem. We must not confuse cause and effect. Today the farmer requires three hogs to pay back the price of a hog borrowed as recently as 1926. He cannot pay. We must do all in our power to give him a chance to hold his farm pending relief by national legislation. To frame equitable legislation conforming to the constitutional requirements, will take as the energy and legal skill that you can bring to it.


In many instances, foreclosures have been precipitated by an abuse by junior mortgagees and “lease hounds” of the rule intended to operate for the benefit of the farmer, that a pledge of income creates no lien on the income until foreclosure proceedings are commenced. Legislation to prevent this abuse would, in my opinion at least, tend to postpone many foreclosures.


We must avoid substitution of illegal and violent means. We cannot permit resort to any expedient that involves defiance of the authority of our government. Voluntary committees have been formed and are now operating in many of the counties to afford a means of bringing debtor and creditor together for the purpose of working out an harmonious adjustment that will protect the rights of both. Principally, they have been helpful in securing a delay of foreclosure in consideration of the assurance to the holder of the mortgage that the crop income will be applied to the payment of the taxes, and thereafter, so far as justice to both parties will permit, to the payment of interest. The operation of the committees should be supported and encouraged in order that we may carry through until such time as the plans to be formulated by the new Congress will have had an opportunity to operate.


The United States Congress has adopted a resolution to be submitted to the legislatures of the several states, amending the Constitution of the United States in a manner which will do away with what is popularly known as the “lame duck session” of Congress, and will permit the President to take office, and the new Congress to convene, at an earlier date. At no time has the necessity for the adoption of this amendment been more apparent. Therefore, I commend it to your consideration with a recommendation for its immediate ratification as one of the first acts of this General Assembly.

MOTOR VEHICLE FUEL TAX


Your attention is directed to the laws and conditions relating to the tax on motor vehicle fuels. Evasions of this tax have been growing and are increasingly flagrant. Refunds have been made in a manner that has resulted in the perpetration of wholesale frauds. They have multiplied in number and amount to an alarming extent. The State has lost thousands upon thousands of dollars, and this amount appears to increase as we probe farther into this shocking situation. The tax refunds have mounted from $68,000.00 in 1925 to over $I,700,000.00 for the year just ended. Since April, 1925, over 6 1/2 millions of such taxes have been refunded to claimants, much under circumstances that are not creditable, and too large an amount under circumstances that appear to involve actual dishonesty. These refunds originally were designed principally to exempt farmers, and properly so at the time, from paying the tax on gasoline used in tractors and for other agricultural purposes. In the passing years, changed conditions have resulted in general use of cheaper fuel, not taxed, for tractor operation. Since the original purpose no longer is served, there can be no justification for continuing the exemption.  It is far better that the whole refund provision be repealed and the tax law accommodated thereto, than that our people should have to combat at heavy expense the gigantic frauds that are being perpetrated under the name of refunds.


You should be advised further that an attack has been made upon the constitutionality of the law providing for the motor vehicle fuel tax. Nothing should be left undone to assure the payment of the road bonds in the manner originally intended, and thus protect general property from the possibility of bearing this burden.


This assembly should consider and adopt any legislation which might appear even to be necessary completely to safeguard the provisions of this law, and to leave beyond question what may seem even an apparent defect, if any there be, in the present law relating to the tax.

BANKING


Closely related to the problems of agriculture is our present system of banking and bank credits. The general credit system of the country has not been adapted to the business of farming. The ordinary commercial loans are for too short a period for cattle feeders and other borrowers dependent on agriculture. This situation has been aggravated in recent years by the bank failures which have followed declining farm prices. However, there are many who believe that a large number of the Iowa banks have been compelled to close their doors not through losses because of Iowa loans, but because of losses in their bond portfolios. In too many instances, these bonds have been of a character not authorized by the banking laws of Iowa. Their shrunken values forbade liquidation on such terms as would provide the bank with funds to meet heavy withdrawals. There are many men who believe that had Iowa banks confined their investments largely to Iowa securities, a large percentage of our closed banks would have been open today. This provision of the law should be rigidly enforced. There is available today in Iowa, much money in hoarding and much money in the form of non-productive investments outside the state, which, if available to Iowa borrowers, definitely would ease and expand the credit situation in this state.  

Means must be provided which will bring the Iowa borrower and the Iowa lender together on terms to their mutual welfare. This is not possible through existing agencies. New ones must be provided.

SELECTION OF JUDGES


Our Constitution provides that the Judges of the Supreme Court and of the courts of inferior jurisdiction shall be selected by the qualified electors of the state or districts. It is essential to the due administration of justice that our courts should be removed and kept free from partisan politics. It is only when they are so removed that the people will have the necessary confidence so essential to an orderly government. Nothing must be permitted to disturb that confidence, nor left undone to re-establish it when disturbed. I ask you, therefore, to consider and adopt means which will minister to that end. This may be done either by the proposal of a constitutional amendment which will confer upon the chief executive of the state the right to appoint judges in the same manner as is provided in the Constitution of the United States and of some of the states of the Union; or by such an amendment of our election laws as will provide for the non-partisan nomination and election of our judges; or by such other means as in your opinion will fully accomplish this laudable purpose.

CONCLUSION


In conclusion, let us remember that modern business has an earning capacity. The state does not earn. It only spends. No more money should be taken from the people, directly or indirectly, whether through the general state levy or by the various forms of nuisance tax that have grown up, than is necessary for honest and prudent administration of the public affairs of this state. We must not forget that there is no magic formula of government. We must observe three cardinal rules: First, government must be administered solely for the interests of the people; second, it must be prudently and economically conducted; and third, it must interfere as little as possible with the daily lives of our people. Let us not, in a period of distress and emergency such as this, be swept off our feet to the extent that we will overlook these three factors. There are some matters that, because of this emergency, will require special legislation. So far as it may be necessary to effectuate that purpose we must make provision properly to feed and care for the poor and destitute.  However, let us not be led to believe that legislation affords the panacea for all of our ills. Well organized and determined minorities will appear before you during this session, proposing various nostrums and schemes which they will claim will restore the public body to health. It is you who must protect the people from these nostrums.


I repeat that I have not attempted to discuss many matters that deserve attention and that from time to time, during the session and as occasion may require, I will submit to you my recommendations as to such matters.


A solemn responsibility, and a condition which demands our earnest, thoughtful and prayerful consideration confronts us. With a common recognition of that fact and with a spirit of complete cooperation on the part of the executive and legislative branches of our government and with the aid of Divine Providence, we have a right to hope that we may find a way to give a large measure of relief to our people and to look forward to the day when our people may again feel secure in their homes, and that we may regain that standard of living, and a degree of contentment that is the proper reward of an industrious, thrifty and intelligent people.
