Clyde Martin Reed
Message of Governor Clyde M. Reed
To the Senate and the House of Representatives:
The twenty-sixth biennial session of the legislature of Kansas meets at a time when grave and
important economic and moral questions are stirring the minds and hearts of the people of Kansas
more than for a considerable period of years. Fortunate we are in that the economic questions
pressing for consideration and solution have been discussed to an extent that there is more of an
informed public sentiment upon such questions than is usually the case. Such a condition favors an
energetic and correct handling of these problems, and will give credit to both houses of the
legislature for a high level of statesmanlike dealing with them. There is no serious division among
the people of Kansas on the question of vigorous enforcement of all laws. This feeling is especially
strong for the enforcement of the prohibitory law. I shall probably deal especially with this question
in a separate message to you.
THE ECONOMIC SITUATION IN KANSAS AND OTHER AGRICULTURAL STATES.
Under pressure of the necessity to feed a large part of the European population then engaged in the
World War, agricultural production in the United States was largely expanded in the years from
1916 to 1919, inclusive. The result was a production greatly in excess of the requirements of our
own people. The end of the war changed the situation, and 1920 marked the beginning of a
contraction of credit and a decline in prices for agricultural products that resulted in a serious
disturbance of the relationship of agriculture to other industries. These effects have continued up to
and including the present year, although there has been some improvement over the conditions
that prevailed in the years immediately following 1920.
Agriculture, our chief industry, is, however, far from normal in its relationship to other industries.
This situation was so completely recognized by both of the great national political parties in the
platforms adopted by them preceding the national election last year as to not require extended
discussion to prove the existence of the problem itself. Both parties promised their utmost
endeavors to correct the inequality admittedly existing, and it is understood that the first important
act of the incoming national administration will be to move promptly and vigorously in the direction
of relief for the agricultural and agricultural sections. It may be of interest and is of important to
briefly discuss the effect of the prolonged agricultural depression upon Kansas. It is not a cheerful
tale, but one with which we cannot be too familiar or too well informed.
THE KANSAS SITUATION.
Substantially three-fourths of the annual production of wealth in Kansas comes directly from
agriculture and live stock. Manifestly, a prolonged depression in that industry is bound to be felt in
the financial and business conditions of the state. I want to offer for your information a few figures
that may be illuminating. In 1920 we had in Kansas 1,105 state banks. By September 15, 1928,
that number had decreased to 863. In that period 157 failed. The following table shows the number
of failures by years, together with the amount of capital involved and the deposits in the failed
banks:

In accounting for these numerous failures, greatly exceeding the combined bank failures in all of
the previous history of Kansas, certain classes of bankers are inclined to glibly say that "we have
had too many banks and too few bankers." That is a stock phrase. Such a statement wholly fails to
grasp the underlying and far-reaching economic disturbances. That constitutes, by common
consent of all students and authorities upon the question, the most serious business situation in the
country. It may well be true we have had too many banks, and it may be true that to some extent
inefficiency, and in some cases dishonesty, have contributed to the failure of banks, but mainly this
result was brought about by the depression in agriculture. Farmers and stockmen who had
borrowed money for expanding their operations in 1919 and 1920 were unable to pay when their
obligations became due. The result was an enormous volume of "frozen assets," and this condition,
sufficiently prolonged, resulted in most of the bank failures which have occurred. The large city
banks were not so greatly concerned, but every country banker in Kansas knows that this is a
correct statement of the situation in which he found himself beginning in and following 1920.
We have heard much talk of unparalleled prosperity in the United States in recent years. As applied
to the industrial section of the country that may be a correct statement. As applied to the
agricultural section, it is wholly misleading. Bank deposits are agreed by all financial and economic
authorities as one of the principal indices of the financial condition in a community, a state or a
nation. It is interesting to observe the trend of bank deposits in the United States as a whole and in
Kansas.
The year 1920 was, of course, the year when the inflation of the war period and the postwar period
reached its peak. In that year, deposits in all banks in the United States amounted to
$37,683,563,000. There was a slight decline in 1921, but beginning with 1922 bank deposits of the
country as a whole started to climb, and in 1928 had reached $56,714,516,000, an increase of
50.5 per cent over 1920.
The following table gives this information in detail by years:

With the bank deposits of the entire country increasing 50.5 per cent, it is important to examine
into our own situation to see what share of this national increase has come to us. In this period
national banks in Kansas increased their deposits substantially, especially in 1928 as compared
with 1927.
The information by years is given herewith:

While the national banks in Kansas were increasing their deposits, state banks showed a severe
decline. Up to and including 1927, the combined deposits of state and national banks showed a
decrease as compared with 1920, but the substantial increase in national banks from 1927 to 1928
changed the combined figures so that for both classes of banks there was at the end of 1928 an
increase of $1,535,095.63 over 1920, or one-third of one per cent.
The situation in the state banks and combined state and national banks is clearly shown in the
following table:

Stated another way, bank deposits of the country increased 50.5 per cent, while the bank deposits
of Kansas increased one-third of one per cent.
It must not be understood that Kansas has suffered more through the period of agricultural
depression than other states. The whole agricultural section has suffered in comparison with the
rest of the country, but Kansas came through the depression in better shape than any other
agricultural state, although of course we in Kansas are yet far from normal.
It is true that our agricultural income has increased so far as the number of dollars is concerned
over the prewar period, but the increase in the cost of production plus the decrease purchasing
power of the dollar after it has been acquired makes our present agricultural income of less actual
worth than our agricultural income in the immediate prewar years. In other words, we are not yet
even with ourselves, measuring the real worth of the postwar agricultural income with our prewar
income from the same sources. There is another way of estimating the effect of the agricultural
depression in contrast to the growth of business in the industrial section; for example, in 1920
bank clearings in the great grain and livestock market, and commercial capital of this section
(Kansas City) were $11,615,142,427. In 1927 these same clearings were $7.245,050,814.
Similarly, Wichita in 1920 had bank clearings amounting to $719,765,924 as contrasted with

$424,562,532 in 1927. These decreases are to be contrasted with the increases in representative
industrial cities of the country. That these factors may be clearly understood, a table prepared for
me by the Federal Reserve Bank of Kansas City is given herewith.

Bankers generally consider that "debits to individual accounts,"—that is, the number of checks
drawn by their customers—are more indicative of the activity of business than bank deposits or
bank clearings. A study of that factor shows the extent to which we in the agricultural section have
suffered as compared with the industrial section. A table with this information is given herewith.

I find no satisfaction in relating these facts; but their tremendous significance lays a heavy duty
upon me to tell you, and through you the people of Kansas, what the actual situation is.
It is first absolutely necessary to understand the true situation correctly before we can intelligently
consider remedies. I am well aware that there is a school of thought in Kansas, and other
agricultural states, that minimizes or disregards the actual situation in an attempt to escape from
the cold, hard logic of fact. Unpalatable as it may be, I find no profit in shutting my eyes to the
truth. What is commonly called "agricultural relief" is a national problem to be dealt with
nationally, but that can be more effectively done if the states and the people of each of the states
have a correct understanding of the situation.
The majority party platform of Kansas pledged our people that we would hold the majority party of
the nation to the full responsibility of its promise to give agricultural relief. We also pledged the
cooperation of Kansas in accomplishing this purpose. It is well for us to look the situation squarely
in the face. What Kansas and other agricultural states are asking is a fair price for the raw material
which provides food for the industrial section of the country. The dominant interests in that section,

regardless of political affiliation, want cheap food—the cheaper the better. They are not concerned
in the farmer and stockman receiving a fair price, a price that will put agriculture on a parity with
other important industries of the country.
I am using the sources of information available to paint the picture as it is, not as I would have it.
SOME OF THE THINGS WITH WHICH KANSAS AS A STATE CAN AND MUST DEAL.
Among the many citizens who have a correct understanding of the general business situation in
Kansas there is grave concern over the failure to increase our population and our state wealth in
proportion to such development in other states and in the country as a whole. That has been made
manifest through the press and otherwise, and their ideas will be referred to elsewhere in this
message. Sufficient to say that our population has been substantially stationary over recent years,
and our industrial activity, generally speaking, is being restricted rather than enlarged. Part of this
is due to economic factors beyond our control; for example, Kansas is producing about half as
much coal as it produced twenty years ago. This is partly due to the replacement of Kansas coal in
the steamcoal markets along the Missouri river by coal from Illinois. To that extent our reduction in
coal production is due to discrimination in transportation rates, but the largest factor in reduction in
our coal output is the replacement of coal as a fuel by natural gas, fuel oil and electrical energy.
Such an economic trend cannot, of course, be stayed or even materially affected by legislative
enactment.
Kansas has sufficient salt deposits to supply the entire civilized world for an indefinite length of
time, but our production is limited by the range of distribution territory available to us, which in
turn is fixed by our transportation costs as compared with our competitors in salt production
located in Louisiana, Michigan, Ohio and New York. Some relief has been obtained for Kansas salt
producers against freight rates that were outrageously discriminatory, but that situation is not yet
all it should be. I mention coal and salt because of the simplicity of explaining the influences that
govern production of those commodities. The same thing applies with more or less force to our
other principal industrial production. It must be considered that we are located on the edge of the
area of dense population of the nation. As we move to the southwest, the west, the northwest and
to the north, we run into areas of very sparse population with a consequent small total consuming
capacity. Our surplus production must, therefore, mainly move in one direction, namely, to the
eastward. The population in our adjoining territory as well as in Kansas has been practically
stationary in recent years. This fact plus the factor of equitable transportation costs severely affects
such industries as oil refineries, brick plants, cement mills, and other industries built upon the great
natural resources in Kansas.
One of the factors that severely affects our ability to expand industrially, and which as well affects
the landowner in the country and home owner in town, is that of taxation. I next shall discuss that
matter.
TAXES.
Government, generally speaking, has but one source of income—that is, taxation. Taxation is
divided into two main classifications, direct and indirect. Of all the states, Kansas has clung most
stubbornly to the old and original plan of raising its revenues for governmental purposes by a tax
upon general property. As our expenses have increased, the rate of taxation has increased until it
has become a tremendous burden upon real property, and the rate of taxation in some of our cities
and towns have become almost confiscatory upon real estate, as well as an almost intolerable
burden on land used for agricultural and live-stock purposes.
In 1927 the average of taxation on all tangible property outside of cities was $1.85 per $100 of
valuation, and the average rate on tangible property inside of cities was $3.71; both are exclusive
of special taxation.
The high rate in the cities is accounted for by those things which we consider necessary in our
modern civilization, such as paved streets, sewers, electric lights and greatly enlarged city school
systems, including in some instances junior colleges. In will be of interest in this connection to
know that for all purposes in 1916 the state, county, township, city and schools raised through tax

levies $38,253.736. The same units of government in 1927 raised through tax levy $91,748,388,
an increase in eleven years of 139 per cent.
The percentage increase by general classifications 1927 over 1916 are:

There is appended to this message a table listed as Appendix A, which shows the growth of
taxation not only by the general divisions shown above, but also by subdivisions, which was
prepared for this purpose by the tax department of the Public Service Commission. This table is
most illuminative, and I offer it for the careful perusal and consideration of the membership.
Continuing, with information which I regard as necessary to a proper consideration of this matter,
there is shown below the table giving the tax levies per one thousand dollars of valuation in
representative cities of Kansas, for 1915, 1916 and 1917, and 1928. The percentage increase of
1928 over 1915 is also given. This ranges from a minimum of 49.1 per cent in Manhattan, to 219.7
per cent in Phillipsburg. The 1928 tax rate in itself varies from a minimum of $30.25 per $1,000 of
valuation in Salina to $65.55 in Phillipsburg. It is hardly necessary for me to call attention to the
fact that a tax rate of more than 61/2 per cent approaches confiscation, and that tax rates which
exceed 31/2 per cent constitute an almost impossible burden upon property.

In my discussion of matters affecting the public during the last year I have found a more nearly
general agreement that our taxation system should be revised than upon any other single subject.
Men differ, of course, upon the details of redistributing the burden of taxes, but there is no
tendency anywhere to deny the urgent necessity of so doing.

Before proceeding to a further discussion of the question, I think it would be well to lay before you
a comparison of the growth of wealth upon which taxation, whether direct or indirect, is necessarily
laid, in the country as a whole, in certain industrial states and in Kansas and two of our neighboring
states.
We have increased our governmental expenditures, city, county and state, in substantially the
same proportion as the other states of the nation. If our wealth had increased in the same
proportion, then the burden of taxation would not be felt by us any more severely than by our
neighbors, near or remote, but such is not the case. The states in the so-called industrial section of
the country have had an increase in their wealth out of all proportion to the increase which we have
enjoyed. In addition, many, if not most, of those states have revised their plan of taxation so as to
make indirect taxation carry a much larger share of the burden than has Kansas. We have met the
situation by increasing our rate of taxation on general property.
The United Census Bureau estimates the wealth of the country as a whole and by states every ten
years. This part of the census work is done in the second year following the taking of the population
census. I append the latest available figures, those of 1912 and 1922 being actually taken from
census reports, and figures for 1927, which are an estimate made by the National Industrial
Conference Board, one of the leading authorities upon this subject in the whole country, using the
census figures as a base.

From the above it will be observed that in the fifteen years from 1912 to 1927 the wealth of the
United States as a whole increased 80 per cent. The wealth in typical industrial states having large
cities and industrial centers located therein has increased from 83 per cent in Missouri to 129 per
cent in Michigan. The extraordinary growth of wealth in the latter state is doubtless due to the
great expansion of the automobile industry, but Massachusetts, a highly industrialized state, has
had no single industry in which expansion comparable to that in the automobile industry has taken
place, and yet it shows an increase in its wealth of 115 per cent. On the other hand, in the same
period of fifteen years, Kansas shows an increase in its wealth of 41.2 per cent, just half of the
average of the country as a whole and less than one-third of the state of Michigan, and a trifle
more than one-third of the rate of increase in Massachusetts.
The above table and accompanying discussion relates to all wealth, and not the valuations for
taxation purposes, but of course, it must be considered that property, whether real estate, personal
or intangible, is the basis for taxation, and we cannot understand our situation without considering
its relation to the whole situation in their fundamental relations. No student of the question can
read the above statement without having a better understanding of why the tax rate on general
property has increased to the present prohibitive level.

We have increased our expenditures for various governmental purposes, such as schools, roads,
city improvements of various kinds, as fast as those states whose wealth has increased twice or
three times as rapidly as ours, and we are now paying the penalty. I shall not undertake to discuss
plans for a revision of the taxation system in detail. Such a discussion would call for more space
than is available in this message. Sufficient to say, that the majority political party platform of
Kansas last year declared for a complete revision of the taxation system and promised specifically
that if given authority we would undertake to so revise our system. We promised to raise revenues
necessary for state government purposes from indirect taxation, leaving general property wholly for
local township, city and county purposes.
Following the election, I called a conference of citizens of Kansas, including members of both
houses of the legislature, to consider this question, and by authority of that conference designated
a committee composed of five members of the Senate and ten members of the House to consider in
advance of the meeting of this body plans for revising this taxation system, so as to carry out our
platform pledge and campaign promises.
Membership on this committee was not confined to any one political party. That committee,
composed of your own membership, has labored faithfully and diligently and will present to you in
the form of bills for your consideration plans for revising the taxation system, and providing
revenue from indirect taxation in sufficient amount to provide for the expenses of state
government. This thing we have promised to do, and the majority members of both houses, 37 out
of 40 members of the Senate, and 101 out of 125 members of the House, were elected on that
platform. The party pledge binds you as well as the executive branch of the government to a
faithful carrying out of the promise we have made.
Up to 1925 tax affairs were handled through a separate body known as the State Tax Commission.
In that year this body was merged into the Public Service Commission, and continues as a part of
that body to this time. The plan has not worked well. So far as I have had advice there is practically
a unanimous belief that the tax affairs should be handled by a separate body. This is not only
important but will be absolutely necessary if the taxation system of the state is revised as outlined.
My present information is that the committee dealing with this matter will recommend a separate
tax commission, and if that should prove to be its judgment I shall be most happy to concur.
While I have referred to the majority of the houses as being specifically bound, I am happy to say
we are not approaching the question from any partisan viewpoint. For the purpose of adequately
and intelligently revising the taxation system, politics so far as I am concerned has been adjourned.
The so-called minority members of both houses have been very generous in their approval of the
program and of their promise of cooperation. This approval and promise was given in a fine spirit of
devotion to the best interests of the state, and have been received by me in that spirit. There is
room for honest differences of opinion upon details of the revision program, but there is no room
for evasion of our responsibility to the state, whether members of the majority or minority party,
and to that responsibility I shall hold myself and my party colleagues.
I am pleased with the fine spirit of cooperation thus far shown, and hope that it may continue to
the successful conclusion of this important enterprise. Only by a revision of our taxation system, so
as to relieve general property of some of the burdens it is now carrying, can we hope to induce the
location of additional industrial enterprises in Kansas, and that is an important feature in the whole
program.
As a matter of general information for both houses of legislature, there is included as appendices B,
C and D to this message, tables showing tax rate and valuation by classification.
ROADS.
Through a change in our constitution adopted by the people of the state at the last election, by a
vote of substantially four to one, Kansas embarked upon a new plan of controlling and handling the
state highway system.
History of the events leading up to the change has been fully discussed in the message submitted
to you by my distinguished predecessor, Gov. Ben S. Paulen, and will not be repeated here. I am in
substantial agreement with his expressed views. On this point, it seems to me sufficient to say that
I regard the vote of the people of Kansas upon the constitutional amendment as being direction to

the legislature and to the state administration to proceed expeditiously in the creation and
completion of a state highway system. The state system of highways available for federal aid is
limited to seven per cent of the roads in any given state. In Kansas the state highway system
includes 8,690 miles. Of this amount about 3,000 miles have been improved to the point of having
an all-weather surface, but with the exception of one road north and south now completed (73-W),
and an east and west nearing completion (40-S), the all-weather road is in patches and
unconnected bodies throughout the state. With the exceptions named, travel between the different
counties and different sections of the state stops when it rains. That is the situation that the people
of the state desire us to correct without delay.
I called upon the Highway Department to tell us how much road would have to be improved, in
addition to the 3,000 miles already bearing an all-weather surface, to connect every county with a
state system of highways on which travel can proceed without regard to weather conditions. The
engineers estimate that 2,095 miles of additional surfacing will accomplish that much-desired end.
Some of this is graded already and equipped with culverts and bridges. Most of the mileage
included in this additional amount estimated to be necessary will require grading as well as
culverts, bridges and surfacing. The estimated cost of the improvement of the 2,095 miles
necessary to complete the state road system is approximately $15,000,000. There is available for
your information through reports of the Highway Department an analysis of the present revenues
and their distribution. To complete the state road program outlined in a reasonable length of time—
say the next two years—about 7,500,000 per year for two years, or a total of $15,000,000, will be
necessary for construction purposes.
The available revenues, including federal aid, is short of that amount by about $5,000,000. To raise
the revenues needed to complete the state road system, it is recommended that the tax on
gasoline be increased from two cents to three cents a gallon. Such an increase would provide
approximately $2,500,000 per annum in addition to the present revenue, and if the additional
revenue were devoted entirely to construction upon state highway systems would enable us to
complete that system by the end of the construction season in 1930.
The Republican party platform promised that the distribution of present revenues as between
through roads and local roads would not be disturbed. The present plan was adopted largely on the
recommendation of the county commissioners, and it therefore must be assumed to be
satisfactory.
I am in favor of the largest practical amount of improvement in local roads necessary for farm-tomarket purposes and as feeders for the main highway system.
As evidence of my earnestness upon this phase of road policy, I point with pride to the fact that my
home county of Labette is generally credited with one of , if not the best, county road systems in
Kansas. We have gone far in the improvement of our local roads, and we offer our methods and
results as an example to every other county in the state.
It is my judgment, however, that the most urgent duty with regard to our road policy is to
complete a state system of connected roads, which can be done in two years. I am agreeable to
limiting the operations of the additional one-cent tax upon gasoline to a definite period, such
additional tax to expire by limitation, say on December 31, 1930, or some other date agreeable to
the legislature. In the election of 1930 the advisability of continuing a three-cent gasoline tax as a
permanent policy of the state can be considered and the people of the state be given an
opportunity to express their will thereon.
If a tax of this amount is embodied into our permanent policy, the question of the division of the
then available revenues as between through roads and local roads could be given consideration by
the legislature of 1931, and such action taken as at that time seems proper.
I am in favor of liberal allotment to the counties and townships for local road purposes, but I hold
the view that the people of the state have instructed us to complete a state road system without
delay.
Even with the improvement of 2,095 miles additional in the next two years, there will still be 3,000
miles of the state road system not improved, but that portion of our road system is not so
important, and we can proceed with its improvement at a more leisurely pace, allotting a larger
share of the money for local road purposes.

I am aware that there is being and will be urged a different allotment of the revenues available.
Some of the local counties officials are asking, not only for their present share of existing revenues,
but for a large share of the revenues arising from an increased gasoline tax. Individuals and
counties concerned in roads already built under the benefit district plan are raising the question of
reimbursement to such individuals and counties for taxes paid. Cities and towns are asking for
increased allowances for maintenance of their streets used as a part of the state highway system.
If all of these demands should be acceded to, the additional revenues raised from an increased
gasoline tax will be so dissipated as to make it impossible to complete the state road system with
reasonable promptness. In fact, if all of the demands being made should be granted, there would
be no increase in the amount of money available for state road construction. As a result, such
construction would not proceed at any greater rate than heretofore. Such a situation is unthinkable.
With all regard to those who hold different views, I think our first and paramount duty is to proceed
with the construction of a state road system as outlined, and to that end feel that our first duty to
the state is to so adjust the distribution of revenues that $7,500,000 a year for the next two years,
will be available for state road construction. Beyond that amount the revenues should be equitably
apportioned to the various other purposes necessary.
I, for one, am unwilling to ask the people of Kansas to pay an increased tax upon gasoline except
by so doing we shall complete the state road system which they have commanded us to create.
As one, who has discussed this matter with all the people more widely, perhaps, than any other
single individual in Kansas, and who has been entrusted with a share of the responsibility, I do not
want to go back to the people of Kansas in 1930, either as a candidate for office or as one whose
official responsibilities are drawing to a close, and make an apology for raising taxes of the people
of Kansas without accomplishing the purposes for which the additional tax was imposed. I am
looking at the matter from the standpoint of the people of the entire state as well as the people of
any county in the state. My responsibility is to both. I earnestly ask the cooperation of both houses
of the legislature in carrying out this policy.
In order to promote discussion and consideration of the problems involved in the road question, I
called an open conference to meet at Wichita just before the holidays. It was largely attended by
citizens of the state, including members-elect of both houses of the legislature. A profitable
discussion of all points of view was had, and I was authorized by the conference to designate a
committee composed of five members of the Senate and ten members of the House to prepare bills
for consideration at this session. The committee thus selected has worked in very much the same
way as the committee dealing with phases of the tax-revision program has worked. It is my
understanding that this committee will prepare the necessary bills and have them ready for
submission perhaps before this message is delivered.
PUBLIC UTILITIES.
The cost of operation of public utilities is subject to the same economic laws as the operation of a
private business, but the prices of commodities handled or services rendered through private
business organizations moves upward or downward unrestrained by governmental regulation.
In all states except one, government has undertaken to regulate the rates charged for public-utility
service.
During and immediately following the World War public utility costs went up the same as costs in all
lines of private business, but public-utility rates subject to state regulation went upward very
slowly.
The great increase in costs without a corresponding increase in rates left practically all public-utility
corporations in a precarious financial situation in 1919, 1920 and 1921.
To relieve that condition substantially all public-utility rates in Kansas or elsewhere were raised in
those three years to correspond with the increased cost of operation. In the last five years cost of
operation of public-utility properties has decreased in line with the decrease in commodity prices
and operating costs in business generally. In some lines of public-utility operation, particularly the
manufacture of electrical current, there has been great improvement in the art of production.
Production of natural gas available for the supply of Kansas municipalities was at its lowest ebb in
the years around 1920 and 1921, since the discovery of gas in the Midcontinent field.

To-day the situation is wholly changed. Production of natural gas is in larger volume than at any
time in the history of this section, and the cost of such gas at the well in the field is correspondingly
affected.
This situation calls for the careful investigation of all the public-utility rates paid by the people of
Kansas. It is my intention that a thorough and exhaustive shall be made by the Public Service
Commission during my administration, and the public-utility rates adjusted on a basis that will be
fair to the consumer as well as to the public utility.
To make such an investigation, liberal appropriations for employment of the necessary engineering
and accounting assistance will be necessary. At a proper time I will submit a separate message
with my conclusions as to the amount of money necessary for that purpose.
The laws regulating public utilities are unsatisfactory in some respects. Under the present law
appeal from the Public Service Commission is taken to the district court of Shawnee county, rather
than to the district court of the county in which the cause originated. This is unrepresentative, and
there is universal agreement that the law should be changed so as to provide that appeal from the
Public Service Commission should go to the district court of the county in which the public-utility
service affected by the order of the commission is rendered.
In recent years much of the public utility control, especially the telephone and electric power and
light production and distribution, has passed into the hands of a few great holding companies. The
process by which this has been accomplished has been given attention by the national congress
and is now the subject of an investigation by the Federal Trade Commission, which has attracted
nation-wide attention.
Securities of these great holding companies, which in many cases have no substantial value behind
them, have been sold to the investing public literally by the hundreds of millions, and possibly
billions of dollars. It is a matter of grave concern to the small investor, to whom information as to
the actual value of such securities is not available.
The laws of Kansas relating to the sale of public-utility plants operating within the state and the
issuance of securities by the holding companies acquiring such control are wholly inadequate to
meet the present situation, and this session should give the state all the power necessary to
properly handle this question. In considering legislation necessary, covering all phases mentioned
above, I have freely conferred with eminent legal authority within Kansas upon the subject, with
city attorneys of the various cities actively interested, with officers and counsel of the League of
Kansas Municipalities, of which practically all cities and towns are members. In such a wide range
of discussion one naturally finds some difference of opinion, but I am happy to say that bills will be
presented for consideration of both houses that reflect a substantial agreement of those whose first
consideration is the public interest.
When such bills are presented I trust that after due consideration and such amendments as the
legislature may find desirable, they will be promptly enacted into law.
It is one of the most important subjects confronting the incoming administration, and I earnestly
request the cooperation of the legislature in the matter of the legislation necessary to give to the
state that degree of control which it should have, and the means to make thorough examination
into the rates charged.
RAILROAD FREIGHT RATES.
Notwithstanding that railroads serving Kansas are in a more prosperous condition than at any time
in their corporate history, this state is confronted by applications for increases in freight rates that
in the aggregate totals between fifteen and twenty million dollars per annum.
In what is known as the "big grain-rate case," the railroads are asking for an increase of freight
rates upon grain that average about forty per cent, considering the actual movement of grain
within the state. The increases demanded by the common carriers go as high as seventy-five per
cent at points in the wheat belt, such as Liberal, Sublette, Scott City, Colby, Oakley and
corresponding shipping points. As counsel for the farm organizations of the state, I have had an
active part in defense of Kansas agriculture in this case. An upward revision of class rates, which
moves practically all less then carload, and many carload, shipment is demanded. In addition to
this general revision, applications are pending before the Interstate Commerce Commission for

other changes in the class-rate structure that will seriously interfere with the jobbing interests
within the state. Southeast Kansas, Incorporated, Wichita, Hutchinson, Topeka, Salina and other
towns have joined in opposition to such charges.
Revision affecting rates upon live stock and other commodities are being urged by the railroads,
which if granted would add heavily to the burden now borne by Kansas shippers.
It must be remembered that in some cases the unreasonableness of the freight rates in itself is the
main factor. Grain and livestock rates generally fall into this classification. In other cases the
relationship of the rate paid by Kansas shippers in comparison with similar rates paid by our
competitors in the same lines of production, or of business, may be more important than the rate in
itself. In handling of these questions it my intention to bring the whole power of the state into a
defense of the interests of the Kansas shipping and consuming public. Discriminatory as well as
unreasonable freight rates have greatly affected our capacity to do business, as well as the actual
cost of transportation of our commodities.
To properly protect the interests of Kansas, we must have a sufficient expert accounting and
freight-rate department within the Public Service Commission, with the means necessary to protect
the interest of Kansas. When estimates for appropriations for the Public Service Commission are
submitted, I ask that this situation be kept in mind.
SCHOOLS.
There is no division of opinion as to the desirability of education for the coming generation. Kansas
has been and will continue to be generous in the support of its schools—common, high and
collegiate.
For the purpose of providing an adequate school system both as to the physical facilities necessary
as well as to the teaching staff, we have increased our taxes for school purposes more than the
taxes for any other purpose (except road building; and the additional revenue for this purpose is
raised by direct taxation upon motor vehicles and motor fuel, and therefore the increased
expenditure for this purpose does not fall upon general property.)
As stated elsewhere in this message, Kansas has increased its taxes for school purposes 194 per
cent in the last eleven years. Our school activities have been extended in many directions, and new
and modern school buildings are constructed in practically all of our cities and towns, as well as in
some rural communities. Taxation for this purpose under our present system falls wholly upon
general property, and increase in our school expenditure has been the largest factor in the increase
in the rate of taxation upon such property to its present proportions.
In a spirit of the utmost friendliness, I have held and have planned to hold further conferences with
our educational leaders to lay this situation before them in the hope that, without in any way
impending the progress of our educational policy, we may avoid further increases in our
proportionate school expenditures until the property and the income from property in Kansas is in a
better position to stand it.
My predecessor in office appointed what is known as the "School Code Commission," to give
thought and study to a revision of the laws dealing with this most important phase of our legislative
activity.
The body so appointed has prepared a report, which will be submitted to this legislature for its
consideration. I join Governor Paulen in asking that this report be given your careful consideration.
Boards of education are at the present time the only bodies of officials having authority to spend
public funds in large amounts not required to make a complete and detailed report of such
expenditures. Township boards, county commissioners, city commissioners, state officials of all
degrees, are required to make public reports in detail of their handling of such funds. I know of no
good reason why boards of education expending substantially 40 per cent of all public moneys of
the state should be exempt from a similar obligation. I therefore recommend our laws be amended
so as to require this to be done.
The membership of our school boards is generally composed of the highest class of citizenship in
their communities. They render public service without salary. The recommendation embodied
herein is not to be construed in any way as a reflection upon their integrity. I am sure they will join
me in desiring to remove any possible ground for misunderstanding or criticism of their actions in
this regard.

CODIFICATION OF LAWS PERTAINING TO IMPROVEMENTS IN CITIES OF THE FIRST CLASS.
A committee of attorneys of cities of the first class has called by attention to the chaotic and
unsatisfactory condition of the laws relating to various forms of improvement in such cities. They
agree that it will greatly simplify the work of handling improvements and assessing costs thereof in
such cities if these laws could be overhauled and made more consistent, removing the
inconsistencies and uncertainties which now exist. They desire the authorization of a commission to
undertake this task, and report to the legislature of 1931.
Representatives of cities of the first class will confer with the proper committees of the legislature,
and the purpose of this section of the message is to inform you I approve of the object which they
seek to accomplish.
A SURVEY OF THE FINANCIAL AND INDUSTRIAL RESOURCES OF THE STATE.
There is a growing concern on the part of thoughtful and observant leaders in many lines of
business and spheres of activity in Kansas over our failure to keep pace in the matter of increase in
population and growth in our wealth. For two years the subject has been under discussion,
beginning with the meeting of daily newspaper publishers in Topeka. Representatives of the State
Chamber of Commerce, the Kansas Bankers Association, the State Real Estate Board, and other
business and civic organizations, have indicated their approval of the plan to make a thorough
survey of the agricultural, industrial and financial situation in Kansas with a view of ascertaining
both our assets and liabilities, and utilizing the former in an effort to increase our population and
expand our industrial interests. Every good citizen of the state will approve the purposes sought to
be accomplished.
As chief executive of the state, it will be my purpose to aid and assist in coordinating all of the
agencies of the state in helping carry out the plans which are being discussed. So far as the project
has progressed, pledges of financial support have been confined to the newspapers and banks of
the state. I do not know that anything additional will be desired, but I thought best to enter into
this brief discussion of the subject so that the legislature will be informed in the event some action
from that source were found desirable. Students of the subject all agree that the conditions sought
to be corrected arise largely from the depression in agriculture, plus our unsatisfactory tax
situation, plus a discriminatory basis of freight rates which hampers distribution of things produced
and manufactured in Kansas.
All of these subjects have been specifically dealt with elsewhere in this message, and they are
mentioned here for the purpose of emphasizing their importance to the state as a whole.
STATE ADMINISTRATIVE EXPENDITURES.
It is not my purpose to be the head of an administration niggardly in expenditures necessary to a
proper conduct of the public business. It is my purpose that all expenditures of public money be
carefully scrutinized, that we be certain that the results obtained justify the expenditures. To my
mind, this is real economy. It is my hope that it will be found that the business of the state can be
conducted for the next two years without an increase in expenditures (except to complete the state
highway system). Undoubtedly, increased expenditures in some directions will be necessary, which
I hope may be offset by decreases elsewhere, so as to preserve the general limit of expenditures at
not above the present rate.
If this legislature should complete a revision of the taxation system of Kansas so as to raise the
state revenues necessary for state government from indirect taxation, an equivalent decrease will
be made in the tax rate upon general property. It is not my intention, and, during my term as
governor, I shall not permit these indirect sources of taxation to be considered as raising additional
revenues justifying additional expenditures. For every dollar that comes in from such sources it is
my hope a dollar of general property tax may be cut off. To the utmost limit of my ability I shall
insist upon economical administration measured by the definitions I have set out herein.
FLOOD CONTROL.
No more important question confronts Kansas than that of some means of controlling flood waters
in our larger streams. Governor Paulen has stated the case clearly in his message to this body, and

I shall not repeat what has already been well said. I am in substantial agreement with that phase of
his message to you.
THE MATTER OF ARKANSAS RIVER WATER ALLOTMENT.
I call your particular attention to the suit now pending in the supreme court of the United States in
which the state of Colorado has sued the state of Kansas to enjoin the state and all of its citizens
from any claim or right to any part of the flow of the Arkansas river, and from bringing any suits in
any court to maintain such claims or rights.
In 1903 the state of Kansas brought suit against the state of Colorado, asserting its right to a due
share of the water of this interstate river. The supreme court in that case denied the claim of
Colorado that it owned all of the water of the river, and decisively decided that Kansas was entitled
to an equitable share of the water of the Arkansas river. No allotment was made at that time, and
the case was dismissed without prejudice to a future action.
Irrigation from the Arkansas river was commenced in Kansas in 1880, a number of ditches were
taken out of the river, and agriculture by irrigation was increasingly prosperous; beginning about
1886 or 1887 Colorado began taking the water of the river for irrigation, and has continued until it
now takes all of the normal summer flow of the river. In addition to that, vast reservoirs have been
built, and other planned, for that purpose of impounding all of the flood waters of the river and its
tributaries. Colorado has paid no attention to the principle announced in Kansas vs. Colorado, and
has continued its course of spoliation and denial of the rights of the Kansas people without regard
to numerous decisions affirming that right. Kansas cannot afford to allow this destruction of a great
industry in western Kansas. The state owes a duty to itself and its citizens to defend this suit and
take affirmative action that shall secure Kansas a proper allotment of its share of this interstate
stream. To the end I recommend a suitable appropriation to employ additional counsel and pay the
expense of taking testimony in this suit.
MOTOR VEHICLE CODE.
I join Governor Paulen in his expressions upon this matter and trust that this session will see the
adoption of the uniform motor vehicle code adopted by the National Conference of Commissioners
on Uniform State Laws, and approved by the American Bar Association.
PRIMARY ELECTIONS.
There is a substantially unanimous sentiment in Kansas for an extension of the Kansas primary
election system to include selection of delegates to the national convention and afford an
opportunity for the individual voter to express a preference as between candidates of their
respective parties for the presidential nomination.
The majority party platform in Kansas declared for such an amendment to the primary laws, and I
anticipate no serious obstacles in carrying out this pledge.
The date of the primary election should be changed to the latter part of April or sometime in the
month of May so as to allow an expression on the presidential candidate as well as to select
delegates to the national convention at the same time state, district and county officers are
nominated.
I trust that the proper committees of the two houses will give this matter early consideration and
prepare the necessary bills for consideration of their membership.
SEPARATE LABOR DEPARTMENT.
Reference has been made elsewhere to the amendment of the laws in 1925 which centered the
work of the former Public Utility Commission, the former Tax Commission, and the former Court of
Industrial Relations all in the Public Service Commission. There is general agreement that the plan
has not worked well from a standpoint of efficient administration of the public service. Undoubtedly
it will be found necessary to reestablish the Tax Commission as a separate body.
Addition of the administration of the workmen's compensation act to other duties devolving upon
the labor department of the Public Service Commission has made that department of sufficient
important to separate it from the Public Service Commission, and create a distinct department that

will administer all laws affecting labor. As a matter of fact, under the present system the member
of the Public Service Commission charged with the administration of tax affairs, and the
commissioner charged with the administration of labor affairs, are only nominally members of the
commission when consideration is given to the main purpose for which the Public Service
Commission was created and is maintained, namely, the regulation of public utility companies,
railroads, motor buses, etc. As a matter of practical administration, the tax commissioner and the
labor commissioner pay little or no attention to the main functions of this body; on the other hand,
the three commissioners handling public utility and railroad regulation give little if any thought to
tax and labor affairs. That is an unhealthy situation in the most important administrative body of
the state and should be corrected.
I believe these changes can be made without a material increase in the expenditures necessary for
the proper handling of all of these functions; but even if a moderate increase were necessary, I
would still favor this separation, for efficiency in the administration of such important matters must
be considered. There is no more undesirable policy than to sacrifice efficiency in government
through ill-considered and apparent but not real economy.
PUBLIC WELFARE MEASURES.
In our relations to the public welfare, and in the adoption of measures for the protection of public
health, the prohibition of child labor and the protection of women in industry, Kansas has kept well
abreast of the advanced public conscience of the nation. I have few specific recommendations for
further legislation on the subject, except to urge that the state should remain alert as to the need
of extending its protection to those who look to it for encouraging aid, and who need the strength
of organized society in order to maintain their part in the battle of life.
In this connection I call your attention to the fact that there still remains opportunity for Kansas to
ratify the child-labor amendment to the federal constitution. The legislature of 1927 refused to
ratify the child-labor amendment, along with a sufficient number of states to prevent the
amendment becoming a part of the constitution. It has been said that the defeat of the amendment
in 1927 was due to a misunderstanding of its provisions and its purposes, and that this
misunderstanding was caused by the misrepresentation of a powerful organized propaganda of
industrial interests in the country that profit in the exploitation of children. Kansas prohibits child
labor within the state. We prohibit the gainful employment of children under the age of fourteen
under any circumstances. We prohibit the employment of children under sixteen unless they have
completed the eighth-grade education. The proposed amendment to the federal constitution is an
enabling act that will permit the national congress to enact federal laws to protect the youth of the
country against child labor in the manufacture of products of interstate commerce. The only
difference between the provisions of the proposed constitutional amendment for the nation and the
provisions against child labor in our own state is the difference in age limit. In Kansas the limit is
fixed at sixteen years and in the proposed constitution it is fixed at eighteen years. The adoption of
the amendment to the federal constitution is intended rather to reach the conditions that have been
created in industrial states rather than in agricultural states, and it is presumed that congress made
a careful study of the conditions throughout the country before it fixed the maximum age limit at
eighteen years. It was this provision in the proposed amendment that appeared to trouble the
members of the 1927 session when they voted to place Kansas in the list of states opposed to a
national policy of child conservation.
The legislature will receive reports from the proper departments as to the enforcement of the laws
and the legal provisions for the protection of women in industry. I urge upon you the importance of
a careful investigation of these reports, in order that we may make sure that there is no slackness
in our vigilance in behalf of the great army of women in our industrial life, to the end that the
encroachment of selfish interests is not allowed to lower in any degree the high standards Kansas
has fixed on this subject. There is something far more valuable in the life of the state than that of
material gain or business success. The social well being of the state must be our chief aim in
legislation, and the state's social life very largely is involved in the protection of our children and of
our women engaged in industry.

I desire, also, to call your attention again to the importance of the policy already adopted in Kansas
of providing a pension for widowed mothers. The law on this subject permits counties to grant
pensions to dependent widowed mothers for the care of children. Its purpose is to give children
bereft of the care of fathers a home, and to provide that the mother shall be able to keep the
family and to rear her children under normal conditions. In the long run the state will find it much
better, both as to the first cost and the consequent results to its citizenship, to have its unfortunate
children reared in their own homes under the tender care of mothers then to commit them to the
state institutions. In those counties in which the widowed mothers' pension law has been given a
fair trial, the experiment has been so satisfactory that I do not hesitate to recommend its
mandatory application and operation in every county in the state. The law now is mandatory in its
provision, but I am informed that in many counties of the state its operation is scantily observed.
There is vast difference between the purpose of the widowed mothers' pension law and the
administration of our general charity statutes. The pension for mothers is in no sense a charitable
donation, and the widows and children receiving such pension should not be dealt with as charitable
objects of the counties. What they receive from that fund is legally and rightly due them as a
financial obligation of the county, based upon a state policy that aims to remove them from any
charitable consideration. Two years ago there was presented to the legislature, but too late, I am
told, for the bill to receive proper consideration, a measure intended to compel blood relations who
are financially able to care for unfortunate and dependent relatives, to perform that obligation,
beginning first, with the parents of such dependents, and extending to the children, and next to the
brothers or sisters of such dependents. This measure was suggested by experienced welfare
workers and those in charge of the state charitable institutions, who have found that many wards
of the state now thrust upon public care are from the homes of relatives well able to provide for
their less fortunate blood kin. I suggest to you, not only as a measure of economy but also as one
of simple justice, that such a law might well be worth your consideration.
MATERNITY AND INFANCY APPROPRIATIONS.
In the session of 1927 we accepted federal aid for the preservation of the lives of Kansas mothers
and babies. In Kansas 7 mothers out of every 1,000 die in childbirth from preventable causes; 54
out of every 1,000 live-born babies born in Kansas die in the first year of life, mainly from
preventable causes. The State Board of Health through its excellent program of conferences,
classes and distribution of literature, carried on in the Division of Child Hygiene, is providing means
of reducing these preventable deaths among mothers and babies. The federal aid will be
discontinued in June, 1929. Our own appropriation must then meet the entire need, if it is to be
continued, which I think should be done.
THE CARE OF CRIPPLED CHILDREN.
There seems good reason to believe that the state should recognize and by appropriate legislative
enactment encourage the crippled children movement. The mere presence of the unfortunates
whom this movement is designed to aid has presented a strong appeal to all men throughout the
ages, but the appeal has heretofore been largely of a sentimental and relatively nonproductive
character. Now, however, modern science and business efficiency have added something of a
wholly different character. Worthy and well-informed Kansans insist that it can be demonstrated to
a mathematical certainty that we are now actually spending more money on account of crippled
children in Kansas than it would cost the state to put into beneficent effect a modern program of
superior merit. The situation thus presented requires serious consideration. Some twenty or more
states of the Union have already adopted crippled children legislation with satisfactory results, and
I know of no good reason why Kansas should not at least investigate the subject. While accurate
statistics are lacking (and can be procured only at large expense), it is estimated that eight per
cent of Kansas children under sixteen years of age are cripples, and that altogether there are about
5,500 of them in Kansas. Unfortunately, fully ninety per cent are financially unable to procure the
treatment and education necessary, and without which none of them can hope to ever become selfsupporting. From forty to fifty per cent of them will under the right treatment be permanently
cured, ninety per cent can be made independent, and all of them can be benefited. Except for the

efforts of a few philanthropists and benevolent organizations little, if anything, has been done to
salvage these cripples and make them useful and independent citizens. On the other hand, there
seems to be something about their appearance so repulsive that adults shun them and children
curiously enough make fun of them. Thus they are deprived of benefits which the physically normal
children gain from the public schools and other associations of daily life.
I recommend that the legislature pass a law creating and authorizing a commission of five or seven
individuals to make a complete survey of the number, condition and needs of the crippled children
of Kansas, and to report the facts thus found, together with their recommendation, to the 1931
legislature. I believe that capable men can be found who are sufficiently interested in this case to
serve on such a commission without compensation, except of course for their actual and necessary
expenses. Similar commissions have been authorized and have been found to function satisfactorily
in New York, New Jersey and Missouri, and I am convinced that the time and money necessary to
make the contemplated investigation would both be well spent in this splendid cause.
CONCLUSION.
We are beginning the work of what the people of Kansas hope will be the most constructive
legislative session in a generation, perhaps the most constructive of all single sessions in the
history of Kansas.
I am happy in the belief that we begin this session with friendlier cooperation between the
legislative and executive branches of the government and a better understanding of the problems
involved than is usually the case.
Party partisanship is at its lowest ebb in my knowledge of Kansas affairs. It is true that we operate
our nation and state upon the party system, but whether a member is a Republican or a Democrat
should not, and, with exceptions so few as to be negligible, does not affect their attitude toward
questions of taxation, roads, schools, freight rates, and all economic and humanitarian phases of
legislation and administration. Democrats as well as Republicans are substantially in accord upon
policies of law enforcement, efficient and economical administration, and the various things which
are discussed in this message to you.
Both houses have been organized and now are ready to function, not for the glory of a political
party but for the benefit of the whole state of Kansas.
In dealing with these questions, I assure every member of the Senate and House of
Representatives that there is no thought of partisan advantage in my mind, and I trust and believe
that they will deal with these questions in that spirit. More than I can easily express, I appreciate
the fine spirit in which members of both parties in both houses have approached these questions
with an earnest desire to serve the good of their state.
I trust that the work of this session will reach the highest level of real statesmanship of which all of
us are capable.

CLYDE M. REED, Governor.

