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GOVERNOR’S BIENNIAL MESSAGE

Joux Haseamiln, GovERNOR

To the Forty-sccond General Assembly of lown:

In obedience to a Constitutional mandate and in accordance
with an established custom, I purpose to communicate to you in-
formation pertaining to certain affairs of our State government,
and, advisedly, make such recommendations regarding new legis-
lation as will promote the betterment of our State and contribute
to the general welfare of our people. The reports of the several
departments and state agencies made to the Governor will be pre.
sented 10 you as soon as printed and available.

A message by the Governor to the General Assembly must neces-
sarily reflect conditions as they exist, affeeting the State and the
people, and if helpful, must point the way to such additions and
modifications in the statutes as will best serve the purposes for
which laws are made, However, I admonish you to aver hear in
mind that in the making of many laws, alone, there is no virtue.

Cross eurrents of opinion and eonfliet of interests make progress
difficult. The needs of government and of institutions of every
sort increase as the demands of society inerease and advancement
made possible. We must expect to pay the price for the marvelons
growth and expansion shown in the development of a better and
greater State. Too often, we ultimately pay the penalty occasioned
by delay in the solution of difficult problems of government bhe-
eause proposed legislation or methods of administration do mnot
eonform to our own selfish ideas and interests.

There always exists the temptation to seek the line of least
resistance by caring for today and letting tomorrow take care of
itself. Bxperience has demonstrated that this poliey in the past
has aggravated the problems of today and added to the difficulty
of their solution. We should, however, find encouragement in the
great interest displayed by our people in the processes of their
government. Everywhere the demand grows more insistent that
our government be placed upon a sounder business basis than has
heretofore obtained. Carrying out a strietly business handling of
our State affairs and in accordanee with the plan laid down in my
Inaugural address of two years ago, I shall regard myself as the
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head of a great corporation and ghall proceed in this message s if
it were a report to the directors and stockholders. An official re-
port, mistakenly, is generally considered as a mere record f?r ref-
srence and not for general knowledge by the general publie. If
correct judgments are to be formed, acourate knmrl:adge 8 e8-
sential. Either for official consideration, or for historic value,
the record year by year of the activities of any people is of the
highest value, s

STATH AND BUSINESS ACCOUNTING COMPARABLE

The basis of the method of accounting followed by & corpora-
tion i to record and report the aceounts so that they will furnish
the management with an understanding, not only of faets, }:ut
also of the trend of the business, and be an assistance and & guide,
to the end that ineome may be increased and costs reduced. -’!'heu:
are some of the reasons why in business, pressure is applied so
that statements drawn from gecounts may be issued promptly to
be useful in conducting the business, and not be wholly a matter
of historical value, '

The aceounting policy of a State, and in this, Towa stands with
practieally every other state in the Union, places the fidelity of
accounts ahead of the guick usefulness of the accounts, Business
has learned thut both fidelity and usefulness can be accomplished
by the same method of sccounting, but State governments have
not yet profited from this experience of business,

The practice of the State is not wrong when standing alone,
and without allowing for the habit of mind of the citizens who
should understand the facts disclosed by financial statements.
When considered from the standpoint of the eitizen it may be
found that very few of those to whom the reports are given under-
stand them, and still fewer make use of them. The reason being,
or at least seeming to be, that they are not in the form and not in
the language used by the people in sueh matters.

Much of the method of aseounting praeticed by the State is the
vesult of the provisions used in legislative acts, and undoubtedly
the long line of eapable and faithful officials and clerks have done
ull they conld with the requirements hedged about as they are by
acts of appropriation and authorization. >

State legistlation is nsually written from the standpoint of the
lawmaker, rather tluu-‘.h{gﬁ that of those who are called nupon to
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make the legislation work., Our state tax laws are made complex
largely as the result of the way legislation is drawn,

GOVERNMENT ACCOUNTING

Active discussions are now being conducted by state. officials
and economists concerning important questions in accounting for
goverment incomes and expenditures. Practically all of the states
and many of the municipalities exeeeding 30,000 population, keej
their acconnts and make reports on what is known as a cash
basis: that is to say, no entries of either income or out-go are
made in the books excepting those for which cash or its equiva-
lent has passed into or out of the treasury of the State. Business
does not do its accounting on this basis, but uses what is known
as the acerual method, which is, to enter in the accounts all items
due to or from the business when the fact of the amount is as-
certained. This results in the setting up in the balance sheet of
items showing the amount due the business but not yet colleeted,
and amounts due by the business but not yet paid.

There is also the question of the caleulation of depreciation in
physieal property owned by the state that this sum may annually
be put into the cost of running the State.

Another question is that which concerns the centralization at
the state eapitol or the decentralization to the institutions operated
by the State of the accounting for the institutions. A subject of
very live diseussion among economists is the effect upon the book-
keeping of State appropriations made by the legislature; whether
they shall be earried as liabilities or be treated in a balance sheet
when the appropriation is alive or has expired. This is a ques-
tion which may affeet, the whole method of making appropriations
‘by State legislatures when the question is clearly settled.

There is also the budget. Everywhere municipalities and States
are falling in line with business and the Federal government, and
most of the successful families in private life. Budgets are every-
where. They are in use and in discussion and they are the sub-

~ jeet of many books and pamphlets in all lines of endeavor. A

standard system of accounting will be of real assistance to the
adminstration and the legislature, and to help stablize and guide
taxation through the means of budgeting. . -

These subjects are rather fundamental in business, and busi-
ness does not understand why they should have been delayed in
the accounting policy of State governments.
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THE PUBLIC IN THE POSITION OF STOUKHOLDERS

Bookkeeping of government is different largely in detail, but
should not be much different in method, when eompared with the
practice of modern business concerns, Any business big enough
to take in from all sources millions of dellars a year and pay out
as much, would be expeeted by its stockholders to so record and
report the important facts that they could easily be understood,
anid further, it would be expected to eonform to standards that
would permit it fo be compared with others in a similar business.
It seems eertnin that government must meet the needs of the
publie habit of thought in regard to financial statements as ws'-ll
as politieal policy. Methods and reports which make it so dif-
fieult for the people to become interested, and to understand the
finaneial problems of government, shonld be changed promptly
and thoronghly, Business has been quick to see that it must
mect the changed habits and changed needs of the people since
the war, and it is quite within the fact to say that since the armi-
stice the method of doing business has ecompletely changed beeanse
the mental attitude, the desires and the point of view of the pro-
ple huve likewise changed. Tt seems necessary then, that gavern-
ments shonld ¢hange their former aceounting or reporting methods
to new ones that will be interesting to the people.

War has brought an increase in taxation of which the people
see little else than the individual effect, The problems of govern-
mwent ‘and the problems of government finance and taxation are
ull one in effect. The clearer the people see and understand the
inter-connection of these things, the more intelligent will be the
attitude of the people toward them.

RECOMMENDATIONS

I desire, then, to recommend that the State adopt:
(1) A balanee sheet that will show in popular form the finan-
eial status of the State. By popular form is meant to so word the

items that they may be understood by those without special finan-

cial education.

(2) The income and disbursements should be so set up that
non-governmental income and disbursements will be shown separ-
ately from the income and expenses of government. This will per-
mit capital outlays and capital borrowing to stand out by them-

"
selves and be valued in accordance with the usefulness of the
expenditure and the method of borrowing.

(3) A thorough-going budget plan should be provided and
made to work, patterned after the Federal system.

(4) Aceounting and other financial reparts should be changed,
not only to adopt a standard classification, but the change should
avoid the present somewhat eontradictory duplicate sets of of ac-
counts kept by the State and at our various institutions,

THE BUDGET

Under the provisions of Code Section 334, the Governor is di-
rected at the time of delivering his Biennial Message, to transmit
to the Senate and House of the General Assembly the State appro-
priation bill prepared by the Budget Director. In accordance
with the provisions of said section, T now present in a separate
document accompanying this message, the budget as prepared by
the Director. Under our law, budgets are made at the regular
biennial session of the legislature for the two ensuing vears. The
budget as submitted contains complete information, showing the
total amonnt of the askings of the various departments, the recei pls
from other sources and the amount necessary, in addition to the
receipts, in the way of revenue to carry on the various departments,
The budget thus formed is then submitted to the Governor for his
approval or modification, and is now in your hands for your care-
ful eonsideration and guidance. Tt has been the endeavor of the
Budget Director and myself to make a thorough and exhaustive
investigation of the demands and necessities of the severnl State
administrative bodies. The Budget Director has estimated and pro-
mulgated a budget, fixing the limitations and providing makximum
amounts that may be appropriated in order to come within the
estimated receipts. There have been sharp decreases from the
askings of the Departments and it is our opinion that we have
suggested 4 sufficient amount to maintain an efficient administra-
tion of the law without detriment to the public service. T eall
particular attention to the demands of the Budget Director for
rigid economy and concur thersin, the Budget Dirvector having

endeavored to establish a fair and just budget.
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DEPARTMENT OF HEALTH

The State’s greatest asset is the health of her people. In addi-
tion to the regular routine work of the Health Department, several
sctivities haye had special attention.

One of these has been the attention given the abatement of
niisances dus fo stream pollution. The prineiple that has under-
lain the activities of this Department has been that, while we
cannol expect to maintain or restore the primeval purity of our
streams in a thiekly populated rural state such as lowa, we ean
at least prevent the develo t of nuisances, and should so safe-
guard water supplies that the health of our people will not be
endangered, while at the same time having due regard for the cost
to onr municipalities and industries, resulting from the treatment
of sewage and industrial wastes.

The Sanitary Engineering Division of this Department has been
able to advise communities as to the measures to be adopted to
protect such supplies, to insure the proper disposal of wastes and
to obtain the ahatement and prevention of nuisances. In many
cases already striking improvement has resulted. As a result of
studies conducted by the Health Department on Lime Creek, Shell
Rock River and Cedar River, findings were obtained that are point-
ing the way, it is believed, to a solution of pollution problems, and
the disposal of mannfacturing wastes—a solution that may be of
inestimable benefit not only to the localities involved, but to other
places within the State as well as to the industries themselves,

Another outstanding recent feature of health work in the State
has been the lapnching and extension of the campaign against

diphtheria. While other states have started similar campaigns,
thers are fow of them that have had responses comparable to the
splendid results obtained in Towa, Beeause of limited funds, the
Town State Department of Health has not been able to furnish the
prophylactic material for this campaign absolutely free ns has
heen done in a number of other states—neyertheless, by supply-
ing a limited number of treatments to initiate the campaign, and
by furnishing explanatory literature and general direetions for
arrying an the work, the State Department of Health has been
able to create an unusual interest in this work. The expenditure
of a very small sum for the prophylactic material, lemented
by aid from sourees whicl made it possible t o e
0 provide for the diree-

tion of the campaign, has already bronght protection Bense
of safety to thousands of Towa homes. ’ &

o

A vast amount of educational work has been carried on by
pamphlets, addresses and correspondence.  As many as 50,000
pieces of mail have gone from the State Departmient of Health
in one quarter. Much of the information sent out is to meet im-
mediate need, but the educational effeets are not limited to the
present and will necessarily later on have far reaching results in
moulding and direeting the thonght and activities of health
agencies in the State,

In accordanee with the Towa law and in order to prevent infant
blindness with the consequent handicap to the individual and the
State, the Department of Health started a eampaign to have all
new born babies’ eves prophylactically treated. The appeal ears
ried an offer from the Department of Health to furnish free the
prophylactic material to all physici and hospitals. The re-
sponse to this appeal has been statewide, and it is believed that a
vory great service has been rendered not only to the children so
trented but nltimately to the State.

Now that means of prevention have been so well worked out and
50 gonerally accepted, it is desirable that Town keep pace with other
states in the eradieation of diseass and the abolition of disabilities
that mar the happiness or eurb the prosperity of our people,
Towa should not allow other states to outstrip her in preventive
measures that her natural rural advantages may be more than

outweighed,

STATE BOARD OF CONSERVATION

The State of Towa can justly feel proud of its accomplishments
in connection with the creation of state parks, The State Board
of Conservation was created, acting jointly with the Exesutive
Couneil, at first with the Fish and Game Department aud later
the work was confined to the State Board of Conservation and the
Executive Council. The members of the Conservation Board serve
withont pay. They not only make a thorough study of the rerea-
tional possibilities of the different areas, but also look after the
management of these parks and many details connegted therewith,
a8 well as the meandered lakes and streams. Iowa ranks fourth in
state park systems. Never in the history of the State has there
been &s mueh interest in the great out-of-doors as there is today,
due to the ereation of state parks and the ereation of publie senti-
went for same,
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The State Board of Conservation has adopted the policy of re-
ceiving gifts and donations—the people of the State having been
most generons in this respect. Large sums of money have been
given for the creation of these parks and several tracts are out-
right gifts from individuals to the State.

State parks should be within easy reach and, therefore. should
be scattered over the State to provide recreational plaees for the
public. This does not mean that we should ereste a state park
simply because a community wants it but the park should be out-
standing from the standpoint of its scientific and reereational
value along with its historic features. We owe it to future genera-
tions to preserve the rare geologie and scientific areas representing
the plant and animal life.

Our lakes ave a great asset to the State in that they convey
the water supply and that they help to ereate conditions which
will make possible the agrienlture of this State. Our agrienltural
¢rops are dependent npon a certain amount of moisture and when
our lakes and rivers are drained it will lower the water lovel and
make more precarious the eultivation of an agricultural erop. It
is therefore, important that the State should guard its water supply
and the best way to do it is to preserve and protect onr lakes.

The State Board of Conservation and the Exeentive Couneil
have, nunder their jurisdiction, an sres of 110,000 acres. 'I'his
includes the meandered lakes and meandered streams and the land
purchased for park purposes. The present appropriation is $70,-
000.00 annually or for the biennial period $140,000.00. Every park
should have the needed conveniences. In addition to the $70,000.00
there should be a special appropriation for the highways in the
parks.  1f the parks are to be made useful to the public it is
essential that good highways leading to them be maintained and
provided for.

The lakes should be taken care of in a speeial appropriation,
which conld possibly he nccomplished by a speeial provision ex-
tending over a series of years,

LABOR AND WORKMEN'S COMPENSATION

We have continued the high standards of ‘administration estab-
i in the Labor Department. Inspections and enforcements
have been carried out vigorously. The Department has carried
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on its research and educational work, which is of great valne in
the many fields touched.

When the Workmen's Compensation Service was started in Towa
in 1913 it was in its experimental stage in the United States and
it was with aetual misgiving on the part of both workmen and
employers that it came into being in this State. In practical oper-
ation it has won the cordial support of labor organizations and
organized industry. Experience has from time to time developed
need of amendment and the law has been greatly changed in sev-
eral details; chiefly to the advantage of the workmen.

In workmen's compensation all settlements in personal injury
cnses are submitted for department approval, based upon statu-
tory provision. It affords a medinm with which workmen and
employers may advise in case of misunderstanding, a process con-
tinually exercised with great saving of wasteful litigation and with
amiable and equitable agreement. Where litigation is necessary,
expense I8 nominal. Harmony between labor and employment is
promoted. The saving to the taxpayers in court expenses amounts
to many times the enfire amount expended by the State in support
of this department,

Assurance may be given that in its further development this
service will eontinne the record of usefulness and progress recorded
in the early years of its existence.

Progress has been made in the result of benefits to the injured
workmen. Maximum weekly payments have been raised from
510.00 to $15.00 and other advantages in the way of burial bene-
fits and medical attention. .

There is now no escape from-payment to the injured workman
or his dependents, while in earlier years grief was comuion throngh
non-insurance and other bars to relief. This is by no means to
say that we have gone to the limit of equity in affording larger
and better coverage to the vietims of industrial accident, but it
does show that we have made substantial progress in the earnest
consideration of their misfortunes and the duty of society in their
hehalf: !

FISH AND GAME DEPARTMENT
At the time the present incumbent assumed control of the Fish

and Game Department the fotal funds available to the department
amounted to #5,952.87, as shown by the State Accountant’s report
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covering the period, April 1, 1919 to December 31, 1921. The
halanee in the department’s fund, the Fish and Game Protection
Fund, at the close of the last hiennial period, June 80, 1926, was
$90.468,20.

In addition to ereating a fund of this amount, which insures the
earrying out of the department’s program, the department has
affected a noteworthy expansion and inerease in results in every
way. At the beginning of the administration. fish hatcheries were
located at Spirit Lake, Imnsing and Sabula. Tn addition to im-
proving and enlurging these, new hatcheries have heen construeted
at Clear Lake and Strawberry Point, a stripping station has been
erected at Arnold’s Park, and bass hatehing ponds constructed
near Lansing.

Reccipts have increased annmally, permitting greater activity
by the Department,

The Department is entirely self supporting, that is, no appro:
priation is made by the legislature; the Department operating solely
upon fees eollected throngh sources specified by law. Although
henefiting the State ag n whole, the expense of the Department is
horne by those directly benefiting therefrom, inasmuch as the main
souren of revenue is the resident hunting and fishing license.

Rough fish, which are detrimental to propagation of same figh,
have heen removed annually from State waters, improving condi-
tions for game fish as well as supplying the State with an appre-
ciable revenue, '

Aside from protection of fish and game, an important function
of the Dopartment. is the propagation of wame fish. During the
present administration facilitios for deing so have heen ‘extensively
inerenased with proportionate results,

INSURANCE DEPARTMENT
"I‘l;s"tnmnm-miviﬂuh our State are one of great importanee.

Tt not only affects the business but the home life of the people..

Through this Department a considerable sum is contributed to the
maintenance of our State govérnment. Towa has beeome one of
the insurance centers of the world, as is shown by the following
figures from the Insurance Department ‘

There are twenty-cight (28) life insurance companies, ffteen (15)
fire insurance ~and thirty-six (36) casualty and miscel-
laneous companies organized and existing within the State of Towa,
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also one hundred sixty-one (161) eounty mutual companies. In
addition to the above, there are one hundred forty-one (141) life
insuranee companies, two hundred forty-nine (249) fire insurance
companies, and one hundred fwenty-nine (129) casualty and
miscellaneous companies lieensed to do business within the State
of Towa, making a total of seven hundred fifty-nine (758) com-
panies licensed to do business within this State.

The receipts of the Department for the year 1925 were: Taxes
#1,219,420 40, license fees $101,862.40, other fees $81,778.67, a total
of %1,403,070.47, of which amount $4884.00 was for publication
fees and disbursed by the Department. The balance, $1,352,267. 40
was remitted by the Department to the State Treasurer as con-
templated by statute. It is estimated that the amount to be re-
mitted to the State Treasurer for the year 1927 will be in execess
of the amount above stated by the sum of at least $25,000.00, The
total expenditure for departmental operation (exclusive of exam-
iners’ salaries and examination expense which is paid by the com-
panies examined) for the year 1926, in round figures, was $30,-
500.00, '

As an indication of the growth of the Department, it will be of
interest to note that the total reserves on deposit with the Depart-
ment on January 1, 1926, were slightly in excess of $228.000,000,00,
As of January 1, 1927, the deposit will be in exeess of $252,000,-
000.00.

From the above figures you will note that this has become a
Department of far-reaching responsibility, requiring greater dili-
genee and care in the administration of the work of the Depart-
mient and the very nature of the business is such that it is a de-
partment that is expanding and increasing each year.

STATE FIRE MARSHAL

Some of the outstanding features of the State Fire Marshal's
Office for the year 1926 are as follows:

One hundred thirty-three investigations of suspicious fires in
sixty-one (lifferent counties,” whi¢h resulted in securing ninetecn
confessions for burning, five of which were from persons tem-
perarily insane. Of the eonfessions secured one was sentenced to
15 years, eight for 10 years, and five are at the present time await-
ing sentence, In addition to these confessions there were ten addi-
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tional indictments and ten other cases sent to the County attor-
neys for their consideration and submission to the grand jury,

Inspeetion and the issuing of orders directing changes neces-
sary for correction of unsafe conditions has materially reduced
fires,
Educational work is carried on through Fire Prevention Pro.
grams and Bullsting for sehool purpeses. The Fire Prevention
eampnigns carried on by speakers on Fire Prevention before Clubs,
Chambers of Commeree, Sehools, ete., has had a wonderful effect
along the line of co-operation in removing fire hazards and eduoeat-
ing the people concerning the causes and dangers of fire,

STATE INSTITUTIONS

The management of our State institutions is a lurge business
proposition, The State, in connection with the institutions under
the Beard of Control, owns 12,265.79 acres of land valued at $2,-
B90,862.49.  About 11,000 acres of this land is devoted to farm
crops, orchurds and gardens, the balance being used for institu-
tional grounds. TIn addition 2,487 acres are rented by the State.

The Board reports to me fhat the value of all live stock, milk
and erops raised on the farms for the hiennial period ending June
30, 1926, was $1,581,794.76, showing a net profit of about $9512,-
000.00. The value of live stock of all kinds is $420,524.33. The
value of milk produced for the period is $412,000.00, showing a
net profit of §256,704.14, The average production of each cow is
9,980 pounds,

There is owned on the farms 789 head of pure bred Holstein
cattle, The sale of young thoroughbred bulls for the last period
brought & little over $14,000.00, The sales of live stock during
the period totaled $284,000.00, a splendid showing and each log-

islator should visit these institutions as they furnish an inspira-

tion for better farming and better live stock.

The institutional farm. known as the Fiynn farm has during
mmmmwmmmrdmum
mdthishmwhichwu;lodncpnpodﬁmta:huSmhs.
mummmtumm:umaouadcm-.
trol to u profit paying institution, the State selling at the present
time. from $1,200.00 to $1,400.00 of milk monthly in sddition. to
what is nsed on the farm. There are cighty cows on this farm at
this time and it is the plan of the Board fo raise the number to
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one hundred. In the past this farm has been recommended for
sale by former administrations, but in my judgment, located as it
is in the elose proximity to the capital city, and in view of the
fuet that within a short time we must have additional institutions,
this farm should be continued and sucessfully managed and
operated until the need demands its use for some other purpose.
We must also keep in mind that underlying this farm is a large
body of eccal, whieh ean be mined in due time by the State and the
fuel furnished our institutions, if it is found advisable, The
State itself is an extensive farm operator. Our farms are more
productive today than ever in the history of the State, and are
operated for our benefit and not for profit.  Ineidentally, they are
of substantial benefit to the taxpayers because they relieve us of
the necessity of purehasing many produets that we are able to grow
for our own use,

THE PARNELL ACT

By an act of Congress, known as the Parnell Act, which author-
ized an endowment for agricultural experiment stations and for
other purposes, I was called upon either to reject or approve an
appropriation of #20,000 for the year 1925 and $30,000 for the
year 1926, in the nature of Federal Aid to the State iicultural
College.

I aceepted and approved the said appropriation. Whether or
not this aid is eontinued to the State, will depend upon the action
of this legislature.

The appropriation alletted to Iowa for the third year is $40,000
and for the fourth year $50,000, and 60,000 annually there-
after.  This is a direct appropriation from the Federal Govern-
ment and the State is not ealled upon in any manner to mateh
said appropriation.

I recommend to you the acceptanee and eontinuance of this
Federal Aid for the State Agrieultural College at Ames.

A measure will be presented to you by the State Board of
Edueation in which the eonditions as to the aceeptanee of this aid
will be fully presented for your consideration and approval,

STATUS OF AGRICULTURE

Any comprehensive business program for agriculture, either for
Iomwmothqapimlﬁnnlﬁhte, prela::fa three phases which
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are, of course, intor-related. Any discussion of the subject which
deals only with one phase and disregards the others must of ne
cessity be incomplete and unsatisfactory.

First, wo have to consider what the individual farmer can do by
and for himself in adjusting his business so as to best fit his eco-
nomic environment. Secondly, there should be taken into aceount
what the farmers collectively through organization ean accomplish
in such a business program, and finally we have to take into ae-
ctount what organized society can do for the farming industry.

In this discussion 1 desire to deal with the responsibility rest-
ing upon organized society to develop a national policy that pro-
motes equality between agriculture and other important popula-
tion groups in this eonntry. For a number of years it has been
growing inereasingly elear that ¢ur national policies, however well
they may have suited the times that developed them, are operat-
ing to the disadvantage of agrienlture, even to the extent of
crippling it.

It is evident even to the most casual observer that we have
developed in this country an agricaltural plant far greater in its
capacity fo produce the essential basic erops than is required hy
the needs of our domestic market. It is not so clear to many people,
however, that this condition is a direct result of the working out
of govermiient und State policies, Therefore, in considering a
eonstrue national program for the business of farming, it is
first neeokgary to examine these past policies and their effect on
agriculture,

Our present farm plant was developed in an era of “*free land,"
The homesteading and land settlement policies of the government
aimed to “settle up'’ the frontiers at the earliest possible moment
and to expand our farm production to the limit. Dauring this era
farmers who took the land were compensated for the unprofitable
price of their products by the rise in the value of the land itself.

The homesteading era is largely past. This is not true, however,
with other fortes that developed at the same time and are still
actively at work.

The United States Government for years has been committed to
the policy of rockless reclamation, aimed to add new acres and
new producers to our present productive total. Some of the
States join hands in this—all seeking to encourage mew irriga-
tion, drainage and cut-over land settlement projects.

The war shifted gold supplies to the United States; it reversed
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our situation as a debtor nation to our present status as the
leading creditor nation of the world, These facts automatically
vestriet the volume of our exports by making it more difficult for
other nations to trade with us.

In the face of these conditions, which would seem to demand
from the nation the greatest eare in the world to see that our
agricultural export interests are safeguarded, we have phmg'ed
headlong into a new poliey diametrically opposite to the one which
national common sense should adopt. This new policy is one of
extreme favoritism to industry, an incessant eraze to expand in-
dustrial exports, regardless of what may happen to our farmers,
with their exportable surpluses on our hands.

Our national policy encourages a monopoly of our export trade
by our industries. Our Federal laws are definitely aimed to sta-
bilize and protect labor, industry, transportation, finance and
other important elements. Their organization, operating back of
such proteetive legislation, enabled them to resist the influences
that erucified agrienlture during and following the deflation of
1920,

The aceumulative effect on agriculture of these past and con-
tinued policies of our government are apparent on every hand.
The fitst evidence has been prices that fail to return the cost of
produetion to the producers of our most important crops.

Many people do not understand why there has not heen an
economic readjnstment of agriculture which would correct these
disadvantages. 'We must remember that the farmer has a fixed in-
vestment in his plant which is fitted for certain kinds of pro-
duction, and cannot shift easily from an unprofitable to a profit-
able oceupation. It is hard for him to leave the farm without
tremendous sacrifices. The farmer inevitably tries to make up for
low prices by growing more of the crops his farm is adapted to
bear. :

The question is what can organized society do in the way of a
sound national program for agriculture. I believe we have in the
United States brains and leadership sufficient to address this prob-
lem successfully. T am impressed with several things, which in
my judgment, should be done in the development of such a na-
tional program as I have been diseussing—one that T think would
put the farm business in Towa on a much sounder foundation,
To be sure, this wounld call for a drastic change in State and
national policies, but T feel that T am ¥y one of an increasing
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number of men in this eountry who believe that these changes
must come to pass

We should put the Faderal Government back of a program on
agrieultural stabilization 1o just the degree necessary fo accom-
plish the purpese summed up in the slogan, *‘equality for agricul-
ture,'’

Realizing the condition of agriculture in Januavy, 1926, I called
an Agricultural Conference of eleven States. Those present at
that conference in the truest sense represented the interests of
their vespective States, industrial, financial and eommercial as
well as agrienltural, brought together a consensus of intelligent
opinion on the farm situation in States whose prosperity direetly
or indirectly is bound up with that of agrieulture. From first-
hand knowledge they had no illusions as to the manner in which
long standing national policies are working out to the disadvantage
of the business of farming.

With the goal of & new national policy for agriculture directly
aimed to secure and maintain econemic equality for the farmer,
the Conference provided for an executive committee of two from
each participating State to work in that direction with the other
greal farm organizations.

The object songht by the Conference is to put agrieulturé on a
business parify with other business enterprises, It recognizes
that legislation plays an important part in all national policies,
and so it will strive for the enactment of laws to promote the
right kind of a farm policy for America, For the same reason
it will work fo prevent the enactment of laws inimical to agri-
cultural improvement and eqnality, In every proper way it
will support and encourage organization of farmers to carry out
their business, socinl and legislative policies.

The legislative and ecomomic progeam that has been started
should be carried on and broadened with each opportunity to
develop a better agrienltural poliey for this nation. This means
that constani and competent study of the farm problem and of
sound means to meet it, ghould be carried on., Legislation em-
bodying the principles agreed upon shonld be brought to the best
possible form in advance of the session at which it is to be pre-
sented. Facts and reasons shounld be prepared for presentation (o
Congress, and finally, the ntmost effort should be made to secure
enactment of the measures that are endorsed and proposed.

INDUSTRIAL COMMISSION

Shortly after my inauguration 1 appointed a commission of
ten representative eitizens of Iowa, and assigned to this commis-
sion the duty of studying the economic problem as it relates to
the State of Towa.

Towa occupies a central geographie position in the production of
the staple food articles of the Nation. Why should there develop
a depression that is fast beeoming ruinous to the great farming
interests? It is no exaggeration to say that agrivulture must he
put on a level with other essential industries or national decay
will soon set in.

Primarily T feel that there should be a eloser relationship be-
tween agriculture and the industries. President Coolidge, in his
address to the Land Grant Colleges, intimates that this country
wonld soon be <‘preponderantly industrial,” and an importer of
agrienltural commodities,. We challenge this proposition as open
to debate. Does it not indicate a purpose to build up large in-
dustries centered in the East and utilize the middlewest for food
production which will more than ever be dictated by eastern con-
sumers ¥

The Commission has made its report and has rendered a splen.
did public service, I submit their findings as a worthy contri-
bution touching the present economic situation.

CORN BORER

From the standpoint of agricultural production, the threatened
invasion of the European corn borer is of paramount importance,

The corn borer presents a problem of science, with particular
reference to that of entomology. To meet this situation I recom-
mend that the enactment of such measures in the form of guar-
antine and other regulations and appropriations be made as will
enable the State, so far as possible consistent with constitutional
limitations, to safeguard itself from the invasion of this pest.

TOWA AT THE NATIONAL DAIRY SHOW

Towa was again suceessful in winning the United States cham.
pionship at the Dairy Show at Detroit, Michigan in 1926. This
makes the team eligible to compete in the International contest in
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England, in a similar contest in which the Franklin County team
competed in 1024, giving lowa the honor of winning twice at
the National Dairy Show in the past three years. The Franklin
County team in 1924 had their trip financed by the State. The
winning team this year comes from Clayton County. Agriculture
must be encouraged and in no better way can this be done than
by rewarding the splendid efforts of the boys and girls who par-
ticipate in these contests, There are from twenty-five to thirty
States competing and while lowa has been successful in winning
twice in the past three years, it may look to some as though it
might be setting a precedent, but I am of the opinion that Iowa,
the greatest of our agricultural States with its natural resources,
can afford to go on record with & permansnt policy of sending the
winners in a contest of this kind and character to the International
Contest. For this reason I recommend that you approprinte the
sum of #4,000.00, which is an appropriation similar to the one
made two years ago for the purpose of deferring the expensss of
the team from Franklin County,

IOWA NEEDS FACTORIES

Towa is the greatest food produeing area of any similar section
of the nation or of any other nation, and yet the 1925 Census
shows an increse of only 188,074 in population during the past
twenty-five years. For the same period a natural excess in births
over deaths should have shown an inereases of 673,126 persons.
This, without taking into consideration any increase from with-
out the State, shows that we contributed almest a half million
lowa citizens to other localities, The Census further shows that
our sixteen eities of the first elass inereased 263,405 in population
during the period, or u total equal to the entire inerease of the
State plus 75,331, thus showing the trend (rom rural to urban
communities. This trend is inevitable because of the use of im-
proved and more efficient machinery and methods used in agri-
culture. lowa is especially well fitted to employ such improved
machinery and methods and that she does so, is indicated by
Census returns showing this to be the most efficient State in the
Union in man power applied to agriculture, There is no donbt
but that greater efficiency and effectiveness in food produetion
will continue, and that the trend from rural to urban population
will be inevitable until sueh time as the urban populations of the

lj"' d \ ;_1

S ) A,

State build up productive industries that will support fully em-
ployed workers at adequate wages, and in numbers sufficient to
produce a local market of sufficient size to make profitable a more
intensive cultivation.

The Census of Manufacturers shows an average employment
for the factories of the State for 1900 of 44,420 persons. This
number by 1909 had inereased to 61,635 and by 1918 to 80,5561,
By 1923 the number had dropped to 77,842. This is approximate-
ly the present figure as indieated by available data.

This growth is in no way sufficient to employ the trend of popu-
lation from eountry to city, let alone the natural inerease of
population to which we are entitled, and unless more of the pro-
ducts of the farm and the mine ean be fabricated by lowa fae-
tories into artieles for use and consumption, there is very litfle
ehanee for material growth in our State population.

With the methods of produetion above noted in handling the
work of the farm. much of the labor heretofore employed is dis-
placed and consequently forced into the cities, and is adding to
the unskilled and partly skilled workers of these communities,
in numbers sufficient to create at this time a surplus and conse-
quent. unemployment which if permitted fo continue indefinitely
will produce conditions elsewhere so costly. An idle man is never
for long an asset but must in the end become a liability which
will leave an imprint upon society and will act as a cheek upon
our economic progress. I'nless the farm and the mine and the
factory ean be built up co-ordinately, there is little chance for the
full employment of labor now available, and certainly none to
take eare of a matural ineresse in population, or for the gen-
eral advancement of dependent lines of industry.

There are few States that have so equitable a distribution of
cities and towns throughout their area. Few of even our own
citizens know, or at least appreciate the large diversity of the
products of our Factories, Ounr workmen are equal in skill to
those of any other loeality and the general intelligence of our
citizenship is of a superior order. These elements coupled with
our extraordinary natural resources should make lowa one of
the leading States not only in produetion of raw materials but
in the fabrication of such materials into articles for use and eon-
sumption. Every encouragement should be given to foster and
promote industrial emterprises; to make known to our citizens
what is done and ¢an be done industrially by our people; to extend
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industrial education among our workers, and to foster & system
of distribution equitable and just to all interests,

So far as possible all interests should be harmonized so that
we can have a united forward movement in. industrial develop-
ment that will place our State in its proper relation in popula-
tion, growth and sconomie welfare.

FINANCIAL CONDITION OF THE STATE

It is a pleasure to report to you the finaneial condition of the
State. The State has no ontstanding obligations, except the
Soldier Bonus Bonds, which amount to *¥17,600,000.00, and on
January 1, 1927 it contained in jts Treasury an unencumbered
halanee of $13,236,248.24 as compared with $9.900,82874 on the
first day of January, 1925, The balances referred to include gl
State funds in the hands of the County Treasurers.

PARDONS, COMMUTATIONS, SUSPENSIONS AND REMISSIONS

In the past two years | have issued pardans, commutations, sus-
pensions and remissions, as set ont fully in a separate report pre-
sented fo the (leneral Assembly for its examination as provided
by law. I have taken sueh action in each case as [ believed the
facts warranted, and as was recommended by the Board of Parole,
or the Judge who presided at the trial and the County Attorney
who prosecuted the ease. In almost every instanee, such clem-
eney was also advised by a number of representative citizens re-
siding in the community where the erime was committed. No ae-
tion was taken in any cuse except as recommended by the Board of
Parole, the Judge or the County Attorney, as indicated above,

PAROLES

I have given a great desl of study to the question of paroles
and 1 am convinced that the Board of Parole should first make
a thorough investigation and then follow with a recommendation
to the Governor in each case and that all paroles should have his
approvil before the prisoner is released, This wonld insure a
closer investigation of each case and fix the responsibility upon
the Governor. I recommend that our Parole. Law. be amended
aecordingly,

—os

BUILDING AND LOAN ASSOCIATIONS

In the matter of Building and Loan Associations lowa oecupies
a proud position. The laws governing Building and Loan As-
socigtions in this State have for many years served as a m.odcl
for other commonwealths. These laws were written with the l.]}l'f.‘l‘.l
intention that they should be a protection to persons depesiting
funds with the associations, and they have operated so well th’n
in thirty-five years there has not been a failure o_f any associa-
tion in the State, nor a dollar lost to any investor in any associa-
tion. Sinee the laws governing Building and Loan Associations
were placed on the statute books in 1896, there have been but
two or three slight changes made by the General Assembly. Such
changes as have been made have been found necessary to m_eet
changing conditions. All, however, have been of a _utrenglheumg
character. At present Building and Loan Associations ave ﬂnd
ing themselves handicapped to a certain extent by the explicit
restrietions of the laws regarding the investment of their funds.
Funds of the associations at present ean be invested only in first
mortgage loans on real estate. There is no better ilwestmentl Pos-
sible than first mortgage loans on Iowa real estate. At times,
however, assoeiations find there is a dearth in this character of a
market for their funds, and preferably to aceumulating large
amounts of eash these associations should be granted authority
to make other safe investments. To that end it is recommended
that the laws be amended so Building and Loan Associations may
temporarily invest their idle funds in bonds of the United States,
bonds of the State of Iowa, or of any county, eity, town or other
political subdivision of the State of Towa.

ARCHITECTS

In order to safeguard the public from incompetency of those
engaged in designing and planning of buildings, T believe a law
providing for the registering and licensing of architects would
raise the standard of our Towa architecls. This in itself is not
sufficient protection, but it is necessary as well to prevent by law,
persons. who are unable to pass examinations for a certifieate to
practice in their home State from ecoming to Towa, an open ter-
ritory. Twenty-nine States, inclnding Tlinois, Michigan, Wiseon-
sin, Minnesota and the Dakotas now have in force laws for the reg-
istration of architects. -
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CLOSED BANKS

The administration of closed banks is difficult. All that can be
done is to exercise good business judgment in the handling of the
affairs. Curtail expenses, conserve assets, make settlements and
collections, and wind up affairs as effectively, economically and
speedily as possible.

Thers is no busier department in our State than that of the

Btmkmg Department at the presewt time, with the work of the
receivership department, which now handles the affairs of a large
number of closed banks with almost ninety millions of assets and
87,000 aeres of land and a multiplicity of details in each closed
bank. To this has been added the administration of the details
;:;l‘zﬂved in' the operation of the Lovrien-Brookhart publie fund

The Banking Department has made a wonderful record in the
economical administration of receiverships. The cost of overhead
expense is only one-fourth of one per eent and the total cost in
all receiverships bas averaged only 4.3 per cent. This, in my
Jjudgment is the lowest cost for the administering of receivership
trusts on such a large seale that has been made in this country.

The operation of the Banking Department proper has had a
large amount of extra work the past vear on account of the con-
ditions in the State, which have been without precedent and the
foree in this Department has been obliged to do a very large amount
of extra work. Every effort has been made to be of constructive
help to the bank under supervision, and the Department has been
able to save seores of the smaller, weaker banks in the State which
have been in diffieulty.

The Banking Department under the present Superintendent has
not. closed a bank but in every instance the Board of Directors has
voluntarily asked the Department to take eharge,

___ TAXATION
Judge Cooley has said: *Taxes are the enforced proportional
mﬂﬁbﬁm persons ﬁmm,m by the State, by
virtue of its sovercignty, for ort of government
all public needs. mtpp C i mdhf
Although it is difficult to secure it, to be viewed as such. taxia-
tion is an economic rather than a political problem, Tt is essential

to the material welfare of all the citizens of the State that we
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have wise and just tax laws, those which will distribute the cost
of government as evenly as may be, according fo the ability of the
taxpayers to meet the impact of the levy, always keeping in mind
that that tax is best whose burden is the least and the exaction of
which results in the least harmful effects upon business and in-
dustry, usipg those terms in the broad sense. Nobody escapes his
share of the tax burden and the cost of government is an im-
portant item in the present day cost of living. A large part of the
inerensed eost of government can be accounted for by the increased
cost of every household in the State. The State has its own great
housekeeping responsibilities to meet. It buys food, clothing, and
fuel and all the other things which the householder buys: It
aven pays rent. These items of recent years have all inereased in
the same proportion to the State that they have to every house-
hold and every business institution. This can be demonstrated by
figures which have recently been published, based on statistics
gathered by the Federal Government and which show that $1.71
is now required to pay for what $1.00 bought in 1914, Under our
present system' of gemeral property tax, there exists gross inequal-
ities and favoritism as among the several taxpayers. Unjust or
unfair taxation is an indietmment of democratic government. You
should make a comprehensive study of our whole tax system to see
what changes may be made which would be of benefit to all of the
people. It is undeniable that the general property tax on real
property and such persomality as is assessed, is very heavy. Tt is
necessary to establish a plan in this State which will result in a
better distribution of the costs of government. Your thoughtful
consideration is called to this subject.

THE NATIONAL GUARD

The National Guard of this State has consistently continued its
progressive development in all branches, and the end of 1926 finds
this important element of Towa’s obligation toward National De-
fense, more highly trained, better supplied and more adequately
equipped to answer an emergehey call, in the role of a dependable
force. : i

- No one ecan honestly deny the wisdom of our defense policy as
outlined in the **National Defense Act’' of 1920. Of this our own
‘National Guard is an active part. Tis effectiveness as a force in
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m:omaung the security of this State and Nation is well recog-
In extending our moral and financial support to the Guard we
:En onlyl meeting our obligation (o the Federal Government in. its
o ;Irotn:oi prwlde'an- adequate and economical military force for
 The Guard of Iown, consisting of 3,664 officers and enlisted men
is tmt.mg the _Smte of JTowa less than ten cents per-capita of our
citizenship, which provides for all administrative expense, armories,
support allowances, Camp Dodge maintenanes and improvements
u‘:d all other expenses incident to its upkeep, except that of equip-
p’mg.'pm;, expense of annual encampments, care and maintenance
of animals, and instruction, which is provided by th -
ment from Federal funds, . P
Durm.s the period I have been the Chief Exeeutive of this
State, nine wn.!ry stables, a Memorial Recreation building, a base-
ball -a.m{l athletie field, and a large hay and horse barn, have
l:_een bml_t .“t Camp [_}odge from savings accumulated by the exer-
nm_crf rigid ceonomies, and without one dollar of appropriation
additional .to the sum a‘lmdy awarded by the General Assembly,
Y Om_- National Guard is composed of the pick of the young men
in this Sl.nte,.lhay are of the highest character, and serve the
Stnbg and Nation voluntarily. They have my unqualified respect
admiration and encouragement. ;
’ The degree to which the ‘National Guard will advance in the
tate _dopands on the liberal support we extend to them, su ri
to which T believe they are entitled, e

WAR ROSTER COMMISSION

This Commission composed of the Gove
! rnor and the Adjutant
Gm‘fﬂfl Was ereated by the 38th General Assembly, for th: par-
:r(;” 0 aam.pllmg @ roster of Towa soldiers, sailors and marines
mowurmdwm in the Mexican Border Service of 1916 and 1917, and
rid War of 1917, 1918, 1919, and other historieal dn:ta i
connection therewith. P
Our goldier and sailor boys made th
i G € supreme sacrifice, Some of
::::: wmtaken_bydkun m camps, others faced the horrors of
mm:nthebeuuhmmﬂoﬁ&eopmm We
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can houor them bit we can never repay them in full for the service
they rendered at the eall of the Nation,

A permanent record of the service of every man and every
woman serving in these emergencies, should be completed and pub-
lished at the earliest date it can be accomplished.

Rvery care possible has been exercised by those in charge of
the work te make the history and service records as authentic and
complete as possible, and it is contemplated that the copy will be
submitted for publication before the close of the biennium ending

June 80, 1927.

WAR TROPHIES

Barly in 1926, the Adjutant General reported receipt of all
World War Trophies allocated to the State by the War Depart-
ment. I thersfore, to insure an equitable distribution, appointed
a committee composed of :

Hon. E. L. Hogue—Director of the Budget.
Brig. General Louis G. Lasher—The Adjutant General.
Hon. Ray A. Yenter—Commissioner of Insurance.

This committee met on June 30, 1926, and determined on the
following :

That all artillery pieces, some 40 in number, would be distributed
to State Parks, the State Historical Department, Camp Dodge, and
to State Institutions under control of the State Board of Control.
The balance of the Trophies, consisting of rifles, bayonets, machine
guns, ete,, to be distributed to American Legion Posts, Disabled
Veaterans’' Posts, and Veterans of Foreign War Posts, in the State,
which have ¢lub rooms.

The Adjntant General reports that all artillery pieces have
been distributed and that the smaller items will be in the near

future,

INDEBTEDNESS

An amazing development in finance is taking place among our
forty-eight states. It is a question whether the people—the tax-
payers—are aware of this development,

The same disease that is affecting so many people and so many
families today—that of allowing expenditures to mount above in-
come—also appears to be afflieting the majority of our forty-eight
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states, Uomparatively few of our states are living within their
incomes. Like the reckless installment buyer who contracts for
more bills than his salary or wages will permit, most of our States
are mortgaging their future to the extent of almost countless
millions of dollars. Plunging head over heels into debt seems
to have become the popular pastime of many States and many
of our people.

A girl fiffeen years of age was arrested and brought into Ju-
venile. Court.  After the eourt had questioned and admonished
the girl regarding her conduet, the judge turned to the mother
and said to her, “Will yon now take this girl home and look after
hert” The mother said, *No, 1 cannot, There would be no one
to look after her. 1 am working."' The judge asked, ‘‘Is it
necessary then that you work?' And the mother replied, ** Yes,
I am buying an automohile, '’

The legislatures of many states are making appropriations so
fast and furions that these states are falling far behind in the
race to keep their incomes up to the increasingly high levels of
their expenditures.

A{uﬂy:iug a survey of the finances of our states recently made
public by the Department of, Commerce, we find that for the fiscal
year of 1918 the per capita indebtedness of lowa was 3,14 and
that this debt for the fiseal year of 1926 had risen to 4.46,

Analysis of this survey and of previous ones also shows that
for the year 1918 seventeen of the forty.eight states spent. more
than their income, while for the year 1924 twenty-seven states
spent more than their incomes, Expenditures of three states were
over fwice the amount of their incomes. Taken as a. whole, the
expenditures of the forty-eight states were g.ll-eater- than their in-
comes hy nearly £150,000,000, !

- A third outstanding phase of the recent enormous increase in
Blatg debts is shown by the huge size of the debts of a number
of our larger states as compared with the size of their debts for
the year 1918, From 1918 to 1924 forty states showed an in-
crease in their debts. e
__ Only twenty-one states out of the forty-cight did not inerease
fhe s of fheir debts Quring th fiscal year of 1926
Reliable data diseloses that from January 1, 1920 to January 1,
m the forty-eight states as & whole confracted mew debts
fwenty times as fast as they paid off old débts. During this sume
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debt more than four and one-half times as fast as they were before
the War. Fully 10 per cent of all state expenditures are now
required just to pay interest and amortization on the existing State
debts. State bond issues have multiplied several times over in
the last dozen years.

Considering the four chief aspects of State finances into one
comparative sentence, it may be said, that in the forty-eight states
taken #s a whole, their debts have increased tremendously, their
taxes and their expenditures have likewise inereased, and their
inecomes have also mounted, but not in amount equivalent to ex-
penditures.

With this alarming situation you should place upon the statute
books of Iowa, that whenever bonds are issued there should be an
annual tax big enough not only to pay the interest on the bonds,
but also to pay off a part of the prineipal so that the whole debt
would be wiped out within the lifetime of the improvement for
which it is eontracted. 1 recommend that this legislature order
that no bonds hereafter be issued in Towa for which retirement in
annual payments is not provided. The same principle should also
apply to all outstanding bonds when they are renewed ; this wounld
be techmically entitled amortization and Towa could not do better
than to inangurate a system of amortization of all publie debts.

We have endeavored to give the State a business administration,
to eliminate waste—apply the rule of economy and increased effi-
ciency in all departments of government. Kconomy, waste and
efficiency are the three most important words in business, and like-
wise the three most important words in the administration of gov-
ernment. Some may complain that a demand for economy is
detrimental to business, but such people are absolutely wrong in
their economies. When money is saved, it is not destroyed. As
individual eitizens we should seek to liquidate our obligations and
to get ont of debt. Nothing, in my judgment, wonld so help the
buainess situation in Towa at the present time as a gencral entting
down of debts.

T have laid before you the problems that T believe to be pressing
us for solution. My faith in the recommendations I make in this
message is grounded in the belief that they serve the best interests
of all the people of our State. For complete success there must
be co-operation. I, therefore, urge you to give it to me. I would
like every member of the Legislature to feel free to confer with me
at any time in relation to any of the subjects in this message or
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lature at any time. I would welecome an invitation from either or

bothotmrﬂomﬂls‘ﬂoﬂintoldﬂmu;muinpmortobe

publicly questioned by you at any time during the Session on any

recommendation whieh I have made or may hereafter make,

i Respeetfully submitted,

| " JOHN HAMMILL,

Governor,
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