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GOVERNOR’S MESSAGE.

T'o the Honorable, the Legislature:

In obedience to the requirements of the constitution and es-
tablished precedent, I submit to you this message, showing the
condition of the state, and therein recommend such matters for
your consideration as to me appear expedient.

Printed reports, showing in detail the condition of the sev-
eral state departments, commissions and institutions will be
before you.

Our state was never so prosperous as it is at this time. TLa-
bor is not onty fully employed at higher wages than it com-
manded in the past, but the demand for labor of all kinds has
been greater than the supply, and there is no indication that
this condition will not continue. Our farmers, manufacturers
and merchants fully share this prosperity, which appears to be
universal throughout the nation. Money is abundant and
rates of interest are low compared with prevailing rates of
other years. Evidences of comfort and luxury are all about
us-and yet, in the midst of this great prosperity, there is a
spirit of unrest which should engage the attention and com-
mand the most serious consideration of statesmen and thought-
ful citizens. This unrest is not confined to any single state.
It expresses itself in various forms in every state. The great
body of the people believe that the agencies which they created
for the public good have been made instruments to enrich the
few beyond the wildest dreams of avarice at the expense of
the many. The developments of the past few years, showing
the discriminations by transportation companies between indi-
viduals and localities and the organized efforts to gain control
of the agencies of production, prove that the great corporations
have wandered far from the boundaries set by the statesmen
who first chartered them to serve the publie.
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Tn recent years this state has accomplished much in the
way of bringing public-service corporations under state control
and compeiling themn to give the people better serviee at more
reascnable rates than before obtained. While the advance
made is in every way commendable, the work along this line
is far from complete. The people are supreme. What they
want in just legislation they will have, and if obstacles come in
their path, no matter in what form théy present themselves,
they will be swept aside. ' .

The people of this state have recently expressed themselves
in a manner which cannot be misunderstood. They have chosen
you to represent, not your individual opinions, but their will.
They have commissioned you, while candidates, to formulate the
principles that would govern your conduct as lawmakers. You
accepted their commission, and now it remains for you to fulfill,
as T have no doubt you will, every pledge made to the people in
the political contest that resulted in your election.

STATE FINANCES.

Never hefore in the history of the state has its financial con-
dition been so gratifying. Every public fund shows a most
satisfactory condition. Receipts have grown far more rapidly
than disbursements, despite the increase due to the enlarged
administrative duties of the state, leaving large balances at the
opening of the new fiscal year. The following table, compiled
from the reports of the secretary of state and state treasurer,
shows the receipts, disbursements and balances of each of the
important state funds for the last biennial period, and also
the total for the state:

i Di -
Balance Re%gxrpts ot :ilzls)rfsgr Balance
Jlllg&go' biennial biennial Jl};&sm'
. period. period. .

General fund
School fund....
School income £
University fund ............
University income fuad ... . ...

515,874 64| $9,376,112 35| $8,695,994 73 $1,225,992 26
34,754 67 517,842 63 547,614 68 4,982 62
172,504 35| 3,060,430 48| 3,036.203 17| 176,731 66
12,596 01!~ 46,580 21 53,952 52 5,223 T0
2,133 48| 2,237,514 11 2,213,052 62 26,594 97

Agricultural College fund..... . . 0,951 61 103,925 61| 112,776 61 1,100 61
Agricultural College income fund. 12,262 75 26,487 29 38,750 O4|....  ......

Normal Schoolfund .......... .... 4,765 50 334,390 38 318,583 54 " 20,572 34
Normal School income fund ..... 159,408 13 565,458 37 657,573 42 67,293 08
Allother funds............. ... 56,469 94 431,580 54 404,340 07| 83,710 41

Total for state ...............| $1,010,721 081|$16,700, 321 97/$16,008,841 40| $1,612,201 51
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The prosperous fiscal condition of the state, and especially
of the general fund as shown by the above table, by no means
indicates the extraordinary condition of state finances, which
during the last four years has been such as to place Wisconsin
among the most advanced and enlightened states of the union
in the solution of the taxation problems growing out of the in-
creased and multitudinous demands of the many political units.
Since 1903, after meeting all demands upon the state, there re-
mained in-the general fund a balance of sufficient amount to
warrant the state officers, authorized by law, to remit all taxes
for state purposes. During the years 1903-4 and 1905 no
taxes whatever were levied for the maintenance of the state,
the only tax levied during that time being the seven-tenths of a
mifl school tax, no part of which goes to the state but which has
been distributed as provided by law. for the support of the pub-
lic schools. 'With a rigid enforcement of the statutes for the
payment of fees, the collection of the old war claims from the
Federal government, the great increase of revenue from the
railroads and other corporations, together with the yield from
new sources of revenue, funds have accumulated permitting the
state officers to go even further than to remit the state taxes.
In 1906, for the first time in the history of the state, there were
remitted not only all taxes for the maintenance of the state but
also one-half of the mill tax for public schools, and the amount
needed for these purposes was ordered transferred from the gen-
eral fund. The following table shows the appropriations which
in previous years were made by direct taxation, but during the
last four years have been made payable out of the general fund,

and the burden of the people lightened to a corresponding ex-
tent:

1903, 1904. 1905. 1906.

Interest on certificates of state debt..... ...| $157,570| $157,570 157,570, :
State aid to free high schools. ... -] 100,000 ¥100.000 $150,000 30 00
State aid to graded schools .................. 60,000, 60,000 80,000 80, 000
Support of University ........................ 345,000;  345.000 557,914 607,080
Support of Normal Schools ... . ..l 230,000] 230,000 230, 000! 230, 000
Capital improvement fund.................... 50,000 50,000)..... . ..o
One-half of tax for common schools..........| ......[.....00 .l .00 643,680

Total ...oviiiieniiiiiii i, $942,570] $942,570] $1 ,125,484I $1,818,335

e ————
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Were it not for the fact that the disastrous fire of February,
1904, which partially destroyed the capitol, necessitating the
erection of a new building, the entire one mill tax might have
been remitted and the school support rendered from the general
fund, but it was deemed advisable to retain a sufficient amount
in the treasury to permit of the erection of a new state capitol
without the necessity of resorting to a state tax for that purpose.

TAXATION.
PERSONAL PROPERTY.

Since the passage of the mortgage exemption law in 1903 the
united efforts of the tax commission and of many able and con-
scientious supervisors of assessment have been exerted in vain
to secure proper assessment of personal property. The reason
for this failure is the great difficulty experienced in listing it.
If all property were reached by the assessor and assessed at a
uniform though inadequate rate, no serious injustice would en-
sue, but when property is entirely left from the assessments rolls
or is assessed at a great undervaluation, the defective work of
the local assessor results in the punishment of the innocent for
the guilfty. The fundamental principle of taxation, that each
citizen should contribute to the cost of government in proportion
to his ability to pay, finds little practical demonstration in the
present method of reaching personalty.

Local assessors increased their valuations of personal prop-
erty by 22.62 per cent. over the former assessment in 1900,
by 89.8 per cent. in 1901, and by 39.19 per cent. in 1902.
This corresponded somewhat with the increase in the assessment
of real estate for the same years. In 1903, however, the pas-
sage of the mortgage exemption law resulted in the lowering of
the local assessments of personal property that year by 16 per
cent. from the point reached in the previous year, and since
that time such assessments have not been improved perceptibly.
Tn 1904, with no change in the law, there was a further de-
crease, while 1905 showed an increase of but 1.83 per cent.
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The increase of the valuation of personal property found by the
tax commission in 1906 exceeded that of 1903 by 2.25 per cent.,
while a comparison of the local valuation for the same period
shows a reduction of 14.62 per cent. The efforts of the com-
mission to secure compliance with the law have had no effect,
and the state and local assessments of personal property are fur-
ther apart in 1906 than at any former time.

As regards the taxation of personal property, the results in
Wisconsin are the same as the experience of other states. Con-
necticut, Maryfand, Massachusetts, New York, Ohio, Indiana
and Illinois, with administrative machinery confidently ex-
pected to secure a just and equitable enforcement of the law,
each report a decided failure. Able economists and students
of taxation in this country and abroad, have criticised this
taxation as archaic and have heaped invective upon invective
while in some governments direct efforts to reach this form
of property have been entively relinquished. It would seem
that the evils of the present system of taxing personal property
are inherent and that a greater reliance should be placed upon
corporate, income and inheritance taxes.

In its report of 1903 a majority of the tax commission rec-
ommended the exemption of credits. The prineipal argument
iu favor of such recommendation was that it would be a benefit
to the horrower ;, that if credits were cxempted there would be
a reduction in the rate of interest corresponding to the tax rate.

Chapter 378, faws of 1903, followed the agitation resulting
from such recommendation. It provides that the mortgagee’s
interest shall be an interest in the land and shall, unless the
mortgagor otherwise directs, be assessed separately to the mort-
gagee. As almost every mortgage given in the state contains
a clause providing that the mortgagor shall pay all taxes and
assessments upon the mortgaged premises, this act has resulted
i the absolute exemption of mortgages from taxation.  This

legislation has entirely failed to meet the expectation of its ad-
* vocates and the results of its enactment have disproved every
argnment advanced in favor of the exemption of credits. Tts
only re_sﬁlt has been to exempt the owner of the eredit without
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any corresponding advantage to the borrower. It has increased
the tax rate upon all other property except that of the mort-
gagee and has demoralized our local assessments and created a
feling of discontent and injustice from all classes whose per-
sonal property is reached for taxation. It has failed to lower -
the rate of interest as promised. This is clearly demonstrated

by an investigation entered into by the tax commission during

the last year of the rate of interest paid upon real estate loans

in this state before and after the enactment of this law. Since

its enactment many mortgages have been drawn with a clause

binding the mortgagor to pay the tax, not only on the mortgagecd

premises, but upon the mortgage as well if it shall be subjected

to taxation. According to the voluminous statistics gathered

upon the subject such mortgages draw a higher rate of interest
than those without such provision. '

Tt is to be regretted that the report of the tax commission
cannot now be Iaid before you. It will contain a full report of
this comprehensive investigation covering all mortgages recorded
since 1900 in 11 representative counties in different parts of
the state. The movement of interest rates before and after the
enactment of chapter 378 has been carefully studied. It ap-
pears that the average rate of interest was 5.29 per cent. for the
three years preceding January 1st, 1903; and 5.42 per cent. for
the three years following July 1, 1908. The law was published
May 23, 1903. The interest rate has therefore been somewhat
higher during the three years since the passage of the faw than
dnring the three years preceding. During the same periods it
appears that the rate of interest charged by banks upon credits
not affected by the terms of that act have been a trifle lower dur-
ing the later than earlier period.

Summing up all the evidence upon the movement of interest
during the two periods referred to, it appears that the changes
in the rate of interest have been surprisingly slight and that
the mortgage rate has displayed an inertia and stability hitherto
unsuspected by many students of this problem.

The investigation was extended into some of the adjoining
counties in other states. Clayton county, Towa, has been com-
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pared with Grant county, Wisconsin. By means of the much
discussed tax ferrets Towa has succeeded in getting on the as-
sessment rolls a large majority of taxable mortgages, and the
facts indicate strongly that of all the mortgages held in Clayton
county probably not less than 85 per cent. are actually assessed
and taxed. Notwithstanding this fact the average rate of in-
terest in Grant county, Wisconsin, where mortgages are exempt,
is higher than in Clayton county, Towa, where they are taxed.
The increase of rates in Grant county has been a trifle more
than the increase in Ciayton county ; Grant being 5.61 per cent.
and 5.87 per cent. the first three years and last three years re-
spectively, and Clayton 5.57 per cent. and 5.81 per cent. in the
same periods. The fact further confirms the view that the rate
of taxation does not affect the interest rate to the extent claimed
by the advocates of exemption.

I am able to quote the following from the report on the sub-
jeet: ,
“In the writer’s opinion, if this study of mortgage taxation
shows anything it demonstrates the futility of the general rea-
soning upon the troublesome problem of mortgage taxation.
There has been an honest difference of opinion on this subject
but the details collected and presented on the following pages
confirm the contentions of neither side. On the one hand the
actual taxation of mortgages in 1902 and the agitation over the
subject of mortgage taxation in the early part of 1903 are shown
to have increased interest rates. On the other hand the exemp-
tion of mortgages from taxation growing out of the present law
has not apparently in the Iong run been followed by lower in-
terest rates on mortgages.”

It appears from the report that the small borrower, the person
who most needs the protection of the law, receives no benefit
from the mortgage exemption. Very large mortgages, in sums
over $5,000, seem to constitute an exception to the rule. Such
borowers seem better able to make close bargains with reference
to the interest rate and take advantage of a wider money mar-
ket. On this subject the report says:
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“Tt must be admitted that most economists and reasoners
upon this subject have hitherto gone a little astray. They have
understood in a vague way that economic weakness plays a large
part in the fixation of mortgage rates, but they have not been
prepared to find that it plays so important a role. Their main
rule has been one of exchange; pay the taxes and get a lower
rate of interest, or refuse to bear the taxes and pay a higher
rate of interest. They would have admitted the existence of a
number of exceptions, but they would have treated the excep-
tions as more or fess negligible quantities. The facts show that
this supposedly negligible class is the larger class; that the in-
dividuals who bargain nicely over the exact rate of interest and
insist upon weighing in terms of dollars and cents any taxabie
obligation which they assume, are in the minority. ‘When we
come to the larger mortgages, or the city districts, and when we
examine the mortgages contracted with banks, trust, and insur-
ance companies, etc., we find that some allowance is made for
the assumption of the risk of taxation. All this goes to show
that the prevailing economic theory is correct where thuse con-
ditions prevail which the economist has in mind when reasoning
about this question a priori. He thinks of keen witted fenders
and borrowers pitched against each other in a competitive strug-
gle, anxious to avail themselves of every favorable commercial
factor and intelligent enough to recognize when market condi-
tions are favorable and when unfavorable. Where the econo-
mist has gone wrong is in failing to appreciate that a majority
of horrowers do not possess the qualifications noted above. Tn-
stead of the keen witted business men whom the economist has
in mind, the probabilities are that the typical borrower is a
small proprietor hard pushed in his desire to get or hold a small
piece of property, who wants $500 or $600, and wants it badly,
who is not so anxious about terms as he is about the loan, and
who has no knowledge of any other source of credit than the
tocal bank or his more opulent neighbor with a small surplus.
This typical borrower is unfitted to higgle and wrangle over
terms ; he knows little about the national money market in any
eﬂechwe way, and although he cannot be wholly deprived of that
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benefit which comes from the general suppiy of capital seeking
investment, he is nevertheless unfitted to resent small imposi-
tions, or to avail himself of the less obviously favorable economie
conditions. It is this typiecal Dborrower which the legislator
should have prmupallv in mind when dealing with the prol»lem
of mortgage taxation.” )

The report further shows that approximately 75 per cent. of
loans secured on real estate in the state are borrowed in the im-
mediate neighborhood of both parties to the transaction. The
individual who foans money to his neighbor seems more intent
upon the security of the principal than upon the rate of interest.
He desires to place his money where he can himself personally
investigate and keep informed as to the security. He is in the
same class as the borrower described in the language just quoted.
Neither party wrangles or higgles as to terms or draws nice dis-
tinctions as to whether or not the tax shail be paid by the one
party or the other.

The inconsistency of the present law is further demonstrated
in the fact that it exempts from taxation the very best securi-
ties while all other credits and money remain taxable. There is
certainly no reason or logic in exempting mortgages drawing «
high rate of interest and faxing money which when idle secures
tha owner no income.

Before the enactment of this law the owner of a farm or
home in the city having outstanding a debt secured by mortgage
upon his property which he endeavored to pay off in vearly in-
staflments was not liable to assessment and taxation upon the
money held by him during the year to meet such payments if
such moneys were kept on deposit in a bank, in which case such
money would be a credit which would be offset by the indebted-
ness, the law taxing only the balance of credits above indebted-
ness.  But under the present mortgage exemption he has lost
this privilege. TIf he accumulates, say $1,000. with which to
meet yearly payments due upon his mortgage he must pay taxes
upon the average of snch moneys held by him during the vear,
while the holder of the mortgage pays no tax. Besides this lia-
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bility he must pay a higher rate of taxation owing to the fact
that the mortgagee whose property is exempt escapes entirely.
The present law violates the true rule of taxation that every
citizen, should contribute to the support of the government ac-
cording to his ability to pay as measured by the property he
owns.

I therefore recommend that chapter 378, faws of 1903, be
repealed and the law be restored as it was before the enactment
of said chapter. In restoring the former law the balance of
credits above indebtedness which should be assessable and tax-
able should include moneys as well as credits.

INCOME TAX.

I wish to urge upon the legislature the importance of the con-
stitutional amendment providing for an income tax. A reso-
lution looking to such an amendment was adopted by the legis-
fature in 1905, and will require your approval before being sub-
mitted to the people at the next general election. Such a tax
Is unsurpassed as a leveller of the public burden. Tt most nearly
satisfies, with proper enforcement, the conception of an ideal
tax. The income tax should aim to reach such property as
otherwise escapes, and to compei contribution to the public
funds from those who are best able to pay them. Older coun-
tries have generally sought relief in an income tax, after un-
successful attempts to administer the personal property tax.
Any further recommendation on this subject may be considered
premature until such time as the proposed constitutional amend-
ment shall have authorized such legislation.

INHERITANCE TAX.

The inheritance tax law, as passed in 1903, has already
proved to be a most fruitful source of state revenue. During
the fiscal year 1906 there was collected under this law $229,
919.54, and the income from this source is constantly growing.
It is a matter of much gratification that this large sum is ccl-
lected without any burden to the people of the state, for it is
paid by those who are amply able to do so out of funds, the ac-
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cumulation of which has been entirely without their efforts.
Considerable difficulty, however, has been experienced in the
enforcement of the law.. The secretary of state, while charged
with its administration, has neither sufficient authority nor legal
assistance to properly attend to this matter.  Since the tax
commission is, by law and experience, better equipped to enforce
this weasure, being organized under a statute elastic enough to
permit of the special work which is demanded for the proper
enforcement of all taxation measures, I recommend that the
administration of the inheritance tax law be transferred to
said commission.

The experience of the last two years with this law has empha-
sized the fact that some effective state supervision is essential
to a proper collection of the tax. There is a general belief
that through the undervaluation of estates by local officers and
the concealment of property, the state has been defrauded of
large sums. Local authorities have not exercised sufficient vigi-
lance, and there being no officers present in the interest of the
state, beneficiaries have been quick to take advantage of this
fact. The state should be represented by an attorney at county
courts wheve estates subject to this law are in process of admin-
istration. Legislation authorizing the employment of such an
attorney for this purpose is recommended.

STATE RAILWAY COMMISSION.

The work accomplished by the state railway commission dur-
ing the brief period of one and one-half years since its creation
pursuant to chapter 362 of the laws of 1905, more than justi-
fies the long struggle for its establishment. The dispatch with
which this commission has proceeded to unravel the many prob-
lems growing out of our intricate transportation system, the
painstaking thoroughness which has characterized its labors,
and the speedy relief which has been granted to all interests in
answer to complaints as varied as they were numerous, must
challenge the admiration of the entire state. The work of this
commission being highly technical in character, it is a source
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of much gratification that its present membership is so strongly
equipped for its task, not only with practical experience and
knowledge, but also with such expert technical skill for each
special lineg of investigation and decision as to be completely
in sympathy with the important interests which it was created
to protect and to harmonize.

Up to December 1, 1906, 92 formal complaints were made
and filed with the commission, of which number 62 were dis-
posed of without a ruling of the commission. In addition to
the formal complaints, 557 informal complaints were consid-
ered. Transportation rates on grain, cattle, coal, lumber and
cheese have been reduced resulting in material savings to the
public. Extensive original invest-igations have been conducted
in the field of passenger charges, maximum freight rates classi-
fications, weights and accommodations furnished to the travel-
ing public, which will be the basis of important rulings in the
future.

While their operation under the law has revealed no serious
weakness in its structure, but on the other hand has demon-
strated the excellence and conscientiousness of the work done
in its preparation, yet the commissioners desirve legislative ac-
tion to meet certain conditions not existing at the time the law
was passed or not then anticipated, to harmonize it with other
statutes relating to corporations and which have been upon the
statute books for many years.

By far the most important recommendation for the legisla-
ture’s attention is the request for a more explicit definition of
its powers and duties concerning the regulation of street rail-
way companies. [nder the construction by the attorney gen-
eral and the commission, the law at present confers jurisdiction
to regulate any street railway company whose lines pass beyond
the limits of the city in which it operates. This right of regu-
lation extends not only to the urban business of the company
but also to the business of the company outside of the city. As
a result the commission appears to have the right to regulate
the entire business of a street railway company where any part
of its lines extend beyond the limits of the eity but no power of
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supervision where the operations of the company are confined
strictly to urban business. In other words the jurisdiction of
the commission is made to depend entirely upon the fact of a
part of the line extending beyond the corporate confines of the
city wherein it operates. Manifestly, this classification is not a
proper basis for the regulation of street railway companies.
Whether the power and duty to regulate all public service cor-
porations, including street railway companies, shall be lodged
with the railway commission, is one of the problems which this
legislature should solve. Concerning the regulation of such
corporations, more is said in another part of this message, but
suffice to say, that as this law now stands, satisfactory and sei-
entific regulation of street railway companies is impossible, and
I respectfully recommend to your honorable body that this law
be so amended as to extend to the commission jurisdiction over
all transportation companies of the state, regardless of the lo-
cation of their lines with respect to municipal limits, or the
character of their service. ‘

ISSUE OF STOCKS AND BONDS BY RAILWAY COMPANIES,

It has long been the settled policy of this state that capitaliza-
~tion of corporations should be measured by actual investment.
A statute passed in 1874, and which has since been in force,
prohibits the issue of any stock by a corporation, except in con-
sideration of money or Iabor or property, estimated at its true
money value actually received by it at the par value thereof,
or the issue of bonds at less than 75 per cent. of the par value,
except when such stocks or bonds have been listed on the stock
exchange, sales may be made at current prices. The purpose
of the statute is plain and is highly commendable, but it is de-
fective in that it contains no provision for administrative con-
trol over the subject. In a purely private corporation, the only
parties directly concerned in the issue of stock are the stock-
holders and the creditors, if there are any. To the former the
consideration for which the stock is issued is a matter of little .
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consequence, if all pay at the same rate and receive the same
amount in annual dividends.

With respect to public service corporations the situation is
different, as dividends on the stock and interest on the bonds
must be paid out of the earnings arising from the business,
which is of a public character. The management of such cor-
porations feels justified in fixing rates which will yield a suf-
ficient sum to pay the cost of maintenance and operation and
other fixed charges, and also interest on bonded indebtedness
and reasonable dividends upon the stock. This basis for estab-
lishment of rates has received the qualified approval of the fed-
eral courts. The laws now in force are not adequate to protect
the public against the increased capitelization of such corpor-
ations, which are, in most instances, already capitalized to an
extent far in excess of actual investment. Additional securities
are issued and loaded on the property for which no actual bene-
fit is received, and for which interest and dividends must be
earned by increased charges upon the public.

The additional issue of stock may bé prompted where the
earnings are excessive, to reduce the rate of dividends without
diminishing returns to the stockholders in order that the liabil-
ities may apparently keep pace with the constantly increasing
earnings. Not infrequently such issue is made for the purpose
of manipulating the market and to keep or to gain control of the
corporation. Another inducement for such additional issue is
the practice recognized by law of giving to existing stockholders
the prior right to subseribe for a proportionate share thereof
at par, regardless of market value. In such case the corpora-
tion will receive but a proportion of the amount that might have
been realized, and the commerce of the country is taxed to pay
dividends upon the excessive issue.

The recent action of the two great railway corporations oper-
ating in this state in authorizing an additional issue of stock is
significant in this comnection. Section 1826 of the revised
statutes, as amended by chapter 461, laws of 1901, provides that
the capital stock of any railway corporation, organized under
the laws of this state, may be increased to such an amount as
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deemed necessary by the stockholders for the purchase or con-
struction of any railroad which it may be legally authorized to
purchase or construct, for additions or improvements to its
property, for additional equipment which may be necessary in
the operation of its railroad, and for reai estate that may be
needed for railway purposes. The corporation so increasing
its capital stock is required to file with the secretary of state,
whenever such issue is made, a report of the amount issued and
the purpose for which it has been or is to be devoted. There is
no provision for the supervision or control of such issue by state
authority, and no restriction as to methods of sale of such stock.

In 1903 the Chicago & Northwestern Railway Company in-
creased its capital stock from $75,000,000- to $100,000,000,
and in October, 1906, filed with the secretary-of state an amend-
ment to its articles of association making a further increase of
$100,000,000, creating a total capitalization of $200,000,000.
The Chicago, Milwaukee & t. Paul Railway Company, in
October and Novemb- J06, filed amendments to its articles
of incorporation increusing its capital stock $175,000,000, from
$75,000,000 to $250,000,000. FEach of these companies is at
the present time, and has for many years, been operating
thousands of miles of road, fully equipped, considerable of the
trackage having been doubled. It is hardly probable that either
of these companies, within the near future, contemplates the
duplication of its extensive properties. The necessity for this
large increase of its capitalization by each of these great com-
panies is not apparent and may justly challenge the attention
of the legislature. ‘

Moreover, I am advised that the additional stock, when is-
sued by either of these corporations, is subject to the pre-
emptive right of existing stockholders to purchase the same at
par, although its market value is fargely in excess of that
amount. Issue and sale of additional stock under such circum-
stances, places an unjust and unreasonable burden upon the
commerce of the state and country, and proper legistation
should be enacted to prevent the continnance of such methods of

railway management. This is but one form of the evil of over-
2
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capitalization of public service corporations, and demonstrates
the importance of placing the whole subject under the control
of competent state authority.

I therefore recommend the enactment of a law providing
that the issue of stocks and bonds, or other evidences of debt to
be secured by a lien or mortgage upon the property or franchise
of any transportation corporation organized under the laws of
this state, shall be subject to the supervision and control of tho
state railway commission, and that any additional stocks or
bonds so issued shall not be sold for less than the market value
when the market value exceeds the par value.

The state board of assessment ascertained the value of the
railway properties of the state for the purpose of taxation, but
stuch valuation may not be adequate to serve as a guide to the
railway commission when considering the reasonableness of the
rates preseribed for the transportation of passengers and freight.
The cost of railroad properties must be considered as an efement
in determining rates as the earnings of the corporation must
provide for the expense of maintenance and repairs and reason-
able returns upon the capital actually invested.

T therefore recommend that the state railway commission
be clothed with adequate power to determine the vafue of the
railway properties of the state and to employ such experts as
may be required to aid in this work.

LOCAT, PUBLIC SERVICE CORPORATIONS.
NECESSITY FOR STATE CONTROL.

A question of the utmost importance to large classes of our
people, commanding immediate consideration and judicious ac-
tion by the legislature, relates to the control and regulation by
the state of local public service corporations. The services ren-
dered by this class of corporations greatly contribute to the life
and comfort of the inhabitants of the larger cities of the state,
and in many instances to those residing in contiguous territory.
A congested population makes necessary artificial lighting, an
adequate water supply and the means of rapid transportation,
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and if these cannot be furnished by the municipality the serv-
ices of public utility corporations become indispensable. It has
been common practice in this as well as in other states, for the
city to grant the privilege of furnishing these facilities to cor-
porations, and franchises have been granted exclusive in ex-
press terms or in practical application, and monopolistic in their
ccharacter, which contain no adequate safeguards for the pro-
tection of the public. The result has been that these corpora-
tions with the absence of governmental restraint have grown in
wealth and power and have become the masters instead of the
servants of the people. The standard of service has not kept
pace with the needs of the public, or with the rapid improve-
ment in methods and appliances, while the rate of profit has
steadily increased. It requires but a superficial knowledge of
the subject to reveal the fact that there is no uniform relation-
ship between the rates charged and the cost and character of
the services rendered.

The eagerness of the municipalities for local improvements
and the apparent indifference of the state, has furnished the
opportunity for organized wealth to obtain valuable franchises
extending over a long period of years for the control of public
utiiities and to furnish such service and to fix such rates as
would yield the largest possible returns without regard to actual
investment or the needs of the people. Complaints against
service and rates have received litt'e attention or escaped cor-
rection, either because the municipality did not have the power
to properly protect the publie, or having the power, has failed
to exercise it by reason of official indifference or subserviency
to improper influences. With uncertain powers, with fre-
quently changing ‘administration, with no fixed responsibility
upon officers chosen for the task, the cities of the state are not
in position to successfully deal with this important problem
and undertake the regulation of public service corporations.

The evils growing out of the local service problem are at-
tributable to three well defined causes s—namely, long term
and exclusive franchises, excessive rates and overcapltahzatlon
or the practice of watering stock.
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MUNICIPAIL FRANCHISES.

- Public utilities can only be estabiished by the municipalities
or by persons or corporations to whom the right is granted. A
franchise for such purpose is a public grant and it should be
exercised under public supervision in order to secure adequate
protection to the public interests. The people of the munici-
pality are at the outset eager for public improvements, and fran-
chises are readily obtained for a long term of years and exclu-
sive in character, for gas or electric lighting, for water works
and for street railways, without regard to future developments
and to the needs of a growing community. As a consequence,
tha public interests are not properly safeguarded but are sub-
ject to the rapacity of a monopoly entrenched behind legal bar-
riers. The franchise, which is usually the free gift of the mu-
nicipality, is capitalized and re-capitalized as it increases in
value by growth of population, and charges for services are fixed
by the management with a view to realize interest and dividends
on the additional issues of bonds and stocks. The people are
thus taxed at a constantly increasing rate, to pay tribute on
their own bounty. A franchise granted without consideration
should not enter into the capitalization of a public service cor-
poration as a part of the investment and as a basis for the es-
tablishment of rates.

EXCESSIVE RATES.

Public utility corporations in this state have usually pre-
seribed their own charges for service without restraint from
public authority and with little regard for the public wefifare,
maintaining rates at the most profitable point consistent with
the least general complaint. Excessive rates have a most de-
pressing influence upon the growth and opportunity of the mu-
nicipality, and affect the people more vitally than do the charges
fixed by the railway companies. Every person residing in any
of our larger cities, regardless of his wealth or station, is com-
pelled to contribute to the corporations furnishing water, light
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and local' transportation. The benefits and conveniences of the
use of gas and electricity are denied to thousands of people be-
cause of the excessiveness of rates charged. Working men who
are compelled to travel long distances in going to and from fac-
tories, shops, and stores find the street railway fare a heavy
burden. Even with five cent fares for singfe rides, this is a
heavy tax, but -when ten cents is charged, for which rate
there appears to be no justification, the collection of such an
amount of money out of the fruits of the day’s toil is little
shert of extortion.  Thousands of our working people present
‘the pitiful spectacle of being compefled to toil at their oc-
cupations over an hour each day in order to be able to pay
the transportation charges incurred in going to and from their
places of employment. The rates for gas and electric service
vary as much as 20 per cent. in cities of the same class and sim-
ilarly situated. The industrial and commercial prosperity of
every city and the comfort of every urban home is vitally af-
fected by these agencies which are now independent of publie
control.

OVERCAPITATIZATION O LOCAL SERVICE CORPORATIONS.

The custom has long prevailed in the organization of publie
service corporations, to issue bonds to an amount sufficient to
pay the cost of the entire piant, the stock being issued without
consideration, as a stimulus to the sale of the bonds or to reward
the promoters. When the corporation, through the earnings
exacted from the public, is enabled to pay attractive dividends,
the stock is listed on the exchange and ostensible value is given
to that which has none, and the shares are bought at substantial
prices by innocent purchasers. Excessive rates must thereafter
be maintained to pay dividends upon the fictitious capitaliza-
tion, thus imposing an unjust burden upon the community:

In nearly all cities, profits dependent upon gratuitous fran-
chise grants have in a very short time become so large as to re-
quire concealment. Further, the progress of the public service
industry has necessitated revolutionary changes in plant and
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equipment. These, in turn, have invited financial manipula-
tion at every turn-over and replacement, and finally the rapid
growth of cities has necessitated a great extension of lines and
mains, always at increased capital, and often leading to consoli-
dation with afl their attendant opportunities for inflation. —Ef-
ticiency of service has seldom been a factor in determining the
amount of capitalization. In order to pay Interest and divi-
dends on this large capital, rates have been fixed at a point en-
tirely unreasonable in comparison with the cost of service.
Largely increased earnings are also disposed of by resorting to
the issue of stock dividends, all of which become an increased
burden loaded upon the property from which no benefit is re-
ceived. Another inducement for such additional issue is the
practice of giving to-existing stockholders the prior right to sub-
scribe for a proportionate share thereof at par, regardless of mar-
ket value. In such cases the corporations will receive but a
portion of the amount they might have realized, and the people
of the cities are taxed to pay rates on the excessive issues.

REMEDIAL LEGISLATION.

The remedy for conditons now so oppressive in the muniei-
palities of the state lies in a complete revision of the statutes
relating to the organization of public utility corporations and
the granting of municipal franchises, and providing for the su-
pervision by public authority of the issue of stocks and bonds
and the control of the rates that shall be charged and the serv-
ico that shall be rendered. Such legislation should strike at the
root of the matter. Franchises improvidently granted are gen:
erally recognized in this and other states as the source of the
evil which is aggravated by overcapitalization and oppressive’
management. The remedy lies in placing an absolute limit by
the legislature upon the time for which a franchise may be
granted, and preseribing a period upon which all franchises
heretofore granted shall terminate. Already twenty states and
two territories have adopted legislation fixing such limit, rang-
ing in a great majority of cases from 20 to 35 years, and con-
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taining a provision permitting the city to purchase the plant at
the expiration of the term or at a time prior thereto. The con-
stitution of this state has wisely reserved to the legislature the
power to alter, amend or repeal all general or special laws grant-
ing corporate powers and privileges. The exercise of this
power by the legislature for the control of public service corpora-
tions has been upheld for more than a generation by the su-
preme court of this state and of the United States, and there can
be no just cause for complaint against the adoption of proper
amendments to charters and franchises which have since been
granted and accepted. Such grants have been made subject to
the exercise of this power for the protection of the public.

Since there are franchises in this state which have been
granted to public service corporations in perpetuity, or claimed
to be such, and also many which have been granted for a very
long period of years, the terms of which will operate harshly
and oppressively, I recommend the enactment of a law declar-
ing that all franchises heretofore granted to any individual,
partnership or corporation, to engage in a public service busi-
ness in any city in this state, shall terminate on January 1,
1930, unless they shall sooner expire by their own terms, and
also declaring that no franchise of such a nature hereafter
- granted shall be for a longer term than twenty years.

STATE COMMISSION.

The only adequate remedy for excessive charges by public
service corporations is the regulation of the rates by public au-
thority. The legislature may exercise this power directly or
it may delegate the authority to any appropriate public agency.
This doctrine, long recognized by the supreme court of this state,
has been re-affirmed in the recent case of the City of Madison
vs. Madison Gas & Electric Company. T recommend that the
control and reguiation of local public service corporations be
granted to a state commission.

Massachusetts and New York have clothed the state commis-
sion with ample power of supervision and control of the organi-
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zation and operation of public utility corporations, and the stat-
utes of those states will indicate the nature of the legisfation
needed in Wisconsin. It will be noted that it was found ex-
pedient by the legislatures of those states to vest the supervision
of gas and ofectric lighting company in a commission separate
and distinet from the railway commission to which the regula-
tion of street railways is entrusted. The difference in the char-
acter of the services rendered by these corporations may sug-
gest the propriety of placing the control and regulation thereof
in different bodies. The distribution of these powers concern-
ing the several classes of public service corporations, however,
is a matter for legislative determination. Should it be deemed
advisable to place the control of these corporations, or any of
them under a separate commission, the expense thereof should
be met by a moderate license fee to be imposed upon the corpora-
tions subject to such supervision. The propriety of such pro-
vision is apparent when it is considered that the administrative
control affects a part only of the whole people of the state, and
the cost thereof should not be paid out of the general fund.

Public service corporations are entitled to secure a fair profit
upon the actual cost of their properties, and no more. The
valuation of the property, therefore,lbecomes an important fac-
tor in the problem of rate making. Specific authority should
be granted to the state commission to ascertain and determine
the true cost of such properties, and to use this determination to
aid in fixing a fair and just rate of compensation for services
rendered. ' _

A limit should be placed upon the capitalization of local
service corporations, and the issue of stocks and bonds by them
should be under the supervision of the state commission charged
with regulation of such corporations. Massachusetts and New
York have provided that no stocks or bonds shall be issued by
this class of corporations without application having first been
made to the state commission and its approval obtained after
an examination as to the necessity of such issue, and the meth-
ods and purposes of the investment-of the proceeds. With cap-
italization measured by actual investment, just rates can readily



GOVERNOR’S MESSAGE, 1907. : 25

be ascertained, and the accumulation of large surplus funds
through excessive charges may thus be prevented.

MUNICIPAL, OWNERSHIP.

There is a growing sentiment in favor of municipal owner-
ship and encouragement should be extended in this direction,
especially with respect to water works and gas and lighting
plants. T recommend the necessary legislation to enable any
city or village to establish public utilities, or to acquire such as
may already exist under the power of eminent domain, and to
pay for the.same out of the proceeds of certificates of indebted-
ness, which may be made a lien on the property so acquired.
In the purchase of such utilities by the municipality, it should
not be required to pay an exorbitant sum for the franchises
where the same have been granted without consideration. The
legislation already recommended to limit the duration of exist-
ing franchises would be a material aid to municipalities con-
templating the purchase of public utilities.

I have treated this subject at, some length because I am thor-
oughly convinced of its great importance, and that the regula-
tion of these corporations by a state commission is a necessity.
The sentiment of the people of the state, as expressed in the
several party platforms, is pronounced and emphatic for legis-
lation giving the public effective control over all publie utilities.
The members of the legislature, as well as the executive, stand
pledged to the enactment of a law providing for the regulation
of the rates which shall be charged and the services which shall
be rendered by such corporations, for the determination of the
valuations of property of all corporations engaged in a public
service, for the regulation of the issue of stocks and bonds of
such corporations and for the restriction of such issue to actual
value. There is no desire on the part of the people of the state
to needlessly interfere with the ownership and operation of pub-
lic service corporations or to impair the value of legitimate in-
vestments ; neither is there a disposition, if T correctly under-
stand the public mind, longer to postpone legislation for the

7
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supervision and control of such corporations for the protection
of the public.

I earnestly hope that the legislative arm of this state which
has seen fit to protect the peopie of the commonwealth from
diseriminations and extortion by railroads, will also grant ap-
propriate relief to the people of our cities against the exactions
of local public service corporations.

INSURANCE LEGISLATION.

At a special session of the legislature, held in December,
1905, there was adopted a joint resolution known as Joint Res-
olution No. 1, providing for the appointment of a committee
to “make a thorough investigation and examination into the
methods of transacting business followed by insurance corpora-
tions; to investigate and examine into the expenditures in ali
matters including their expenditure incurred in the employ-
ment of legisiative and municipal lobbies in making payment
of contributions to candidates, committees or others to be used
for political or campaign purposes, in paying wages, salaries
and expenses of officers, agents, attorneys and employes; to ex-
amine into and investigate the methods employed by such com-
panies in securing business and in paying commissions and
other compensations to agents, officers and employes; to exam-
ine into and investigate the nature and condition of their in-
vestments, methods of making such investments, and the man-
ner in which their funds, securities and assets are safe-
guarded.” A law was passed investing such committee with
plenery powers in order to enable it to best carry out the terms
of the resolution.

This legislation grew out of a demand of the people for in-
formation concerning the business operations of insurance com-
panies, and the evident need of additional legislation. For
many years there had been a wide-spread suspicion that insur-
ance companies, both those organized in Wisconsin and those
organized in other states and transécting business here, were
resorting to methods and practices not caleuiated to receive the
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unqualified endorsement of the public. This suspicion was
found to be more than justified by the disclosures of public
investigating bodies, notably the New York Armstrong Com-
mittee. The unparalleled extravagance, the abuse of confi-
dence, the extensive miaspplication of trust funds, amounting
often to the most reckless gambling transactions, in all of which
the rights of po'icy holders were entirely forgotten or given
only secondary consideration, made the demand for public in-
vestigation in this state well nigh irresistible.

The committee appointed pursuant to legislative enactment
has spent nearly an entire year in the discharge of its duties.
It communicated with the committees of other states in order
to profit by their experience and to prevent needless duplication
of work. Sessions have been held in Madison and Milwaukee,
while members of the committee have made personal examina-
ticns of companies focated in eastern cities. . In all their in-
vestigations and deliberations, the committee has been assisted
by ab'e counsel, and by experts on matters pertaining to insur-
ance. thus assuring the most approved and accurate method of
procedure, and results both thorough and exhaustive. Many
complaints were investigated ; a large number of witnesses hold-
ing important positions in the insurance world were examined
and the books and business transactions of the companies were
given the most careful scrutiny. The testimony taken is ex-
ceedingly voluminous, and covers many more avenues of re-
search and investigation than those recommended in the statute
creating the committee.

The report of this committee, including its recommendations
for additional legislation, will be placed before you. The ex-
haustiveness of this investigation, the care with which it has
been prepared to aid legislative deliberation and the extensive
legislation recommended, amounting practically to a-revision
of our statutes regarding the regulation of life insurance com-
panies, prec'ndes the necessity of specific executive recommen-
dations concerning this subject.

Permit me, however, to add that nearly every citizen of Wis-
consin is vitallv intercsted in the regulation of insurance cor-
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porations.  According to the report of the commissioner of in-
surance, there were on December 31, 1905, 293,802 persons.
in Wisconsin holding policies in old line life insurance com-
panies, amounting to $242,727,948.70, upon which the annual
premium aggregated $8,637,013.28. The peopie paying an-
nually this large sum of money, necessitating in the majority
of instances careful saving, and those dependent upon the policy
holders for the necessities of life look to this legisiature, and
have a right to ask, that such laws be passed as will adequately
protect their savings. Many people have come to regard life
insurance as a saving bank account, and certainly their equities.
in insurance policies are entitled to the same careful legislation
and state supervision as has been adopted in regard to banks.
With the immense sums taken from the policy holders, the
treasuries of the insurance corporations have presented such
temptations for questionable transactions as have been beyond
the power of present day officials to resist. Protect the rights
and property of the people, erect such legal safe-guards that
insurance shall be such in fact, that trust funds shall be hon-
estly applied, that there shall be a limit to the expenditure of
the insurance money and that just punishment be meted out
to all vio ators of the law. Legislation failing in these respects
falls short of the public will.

OHARITABLE, PENAL AND REFORMATORY INSTI-
TUTIONS.

GROWTI OF INSTITUTIONS.

The State Board of Control, charged with the administra-
tion of the charitable, penal and reformatory institutions of
the state, in its biennial report describes the condition of
these several institutions as very satisfactory. Nothing has
transpired during the past two years which has in any way
impaired their efficiency. The heaith of the large number of
inmates has been unusually good, with the exception of a few
cases of small pox at the Northern Hospital for Insane, the
School for the Blind and the Ilome for the Feeble Minded.
Most active steps were taken by the authorities to prevent the
spread of the disease, and it was soon eradicated.
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A perusal of the report gives the people of the state reason
to take just pride in the magnificent system of caring for its
unfortunates, which has been developed only through years of
labor and the expenditure of large sums of money. Every sys-
tem and method advanced by science for the treatment of these
charges of the state has been adopted, and in completeness and
efficiency our institutions compare favorably with the best pri-
vate institutions equipped for similar work. The success with
which they have been conducted, both from the standpoint of
the officials directly in charge and through the supervisory ad-
ministrative agency of the board of control, has attracted wide-
spread attention and has caused the Wisconsin system to be
adopted as a model by many of the charitable and correctional.
institutions of the country.

During the last biennial period the attendance at these in-
stitutions has increased from 3,279 to 3,511 on June 30, 1906,
a growth of 233. The following table, prepared from the re-
ports of the board of control, shows the annual average popula-
tion and the average cost per capita of each of the several state
institutions during the last decade: 1
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The conditions shown by this table clearly leave no room for
questioning the economy of management. In mno institution
. 1s there a tendency to increase the annual per capita cost. On
the other hand, there is a general tendency to reduce the cost
and in some of these the reduction is very considerable. This
reduction is all the more gratifying when taken into considera-
tion with the fact that since 1896 both the wholesale and retail
prices of food products, as well as the cost of iabor, have in-
creased materially. According to the report of the U. S.
Bureau of Labor, retail prices of food in 1905 in the north-cen-
tral states were higher than at any time since 1890. From 1896
to 1905, retail prices of food inecreased over 20 per cent., and
wholesale prices, the prices which determine the cost of pro-
visions to the state institutions, increased during the same
period nearly 30 per cent. Ciothing, fuel and supplies of
every kind experienced corresponding increases.

ADDITIONAT, LAND NEEDED.

The report of the board shows the urgent necessity of pur-
chasing additional land at certain of the state institutions in
order that the inmates may be provided with labor, and many
of the supplies necessary for their maintenance be grown with-
out expense to the state. Suitable tracts of land can be ob-
tained at reasonable prices, but they will not long remain on
the market without a material increase in value. Experience
demonstrates that the ownership of sufficient land in connection
with these institutions is not only a good business investment
but that the physical exercise in the open air thus given the
Inmates strengthens them physically, mentaily and morally.
I have no doubt that the wisdom of this suggestion will appeal
to you. ’

STATE PRISON.

Certain additions and new buildings are called for, which
it appears are needed in order that the institutions can keep
pace with the growth of the state. ~An appropriation of $50,000
is needed to complete and equip the ceil house now under con-
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struction at the State Prison. Under the new contract for con-
viet labor, which went into effect shortly before the last report
of the board of control, the revenues of the prison have been
materially increased. The receipts for conviet labor for 1906
were $74,727.58 and for 1905 were $71,137.99, as compared
with $47,694.36 for the year 1903 and $60,322.57 for the year
1904, a gain in the last biennial period of $38,848.64 over the
previous period.

IIOME FOR FEEBLE MINDED.

At no institution are conditions so crowded as at the Home
for the Feeble Minded at Chippewa Falls. In the ten years
since its establishment, the population has grown to 687, yet
the facilities now provided fall far short of those needed. to
furnish accommodations for this class of unfortunates. It is
estimated that there are 4,000 feeble minded persons in the
state. The courts have committed 250 patients but owing to
the lack of room, they cannot be received. In addition to these
there are 400 applications for admission, and doubtless large
numbers knowing the hopelessly erowded conditions, for that
reason fail to ask admission. The original plans for this home
provided for the accommodation of 1,000 persons. In order
to carry out these plans, three more cottages are needed, provid-
ing room for 300 patients. It may be well for the legislature
to censider the question of materially enfarging this institution,
and I therefore recommend that appropriation be made for two
new dcrmitories, which will cost when equipped not to exceed
$40,000 each.

STATE IIOSPITAL FOR INSANE.

The board calls attention to the necessity of making certain
appropriations to improve the sanitation and heating facilities
at several of the state institutions. The amounts are not large,
and since they minister in so large a degree to the health, com-
fort and safety of the inmates, I am confident that such reason-
able expenditures will meet with your approval.”
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At the State Hospital for the Insane at Mendota there is
urgent need for the reconstruction of the plumbing and sewage
system, a receiving house similar to the one at the Northern
Hospital and a new cold storage and a bakery.

EDUCATION.

COMMON SCHOOLS.

The total amount expended for instruction in the schools un-
der the supervision of the county superintendent for the year
ending June 30, 1906, was $5,497,342.70; in cities, $3,485,-
649.92, or a total of $8,982,992.62. The state shows its in-
terest in maintaining public education by making provision for
distributing among the public schools of the state $1,870,-
000; as aid in maintaining the common schools, the free high
schoo's, the state graded schools, the agricultural schools and the
county training schools.

With such a complehensne educational system, and the ex-
penditure of so large a sum of money, Wisconsin ought to take
a front rank among the states of the union, when education is
considered. Reports show, however, that it does not stand as
high in educational results as it should with this great ex-
penditure. There is but one apparent reason for this condition
and that is the indifference manifested on the part of a iarge
number of parents, and those who have children under their
control, in the matter of sending these children regularly to
school. By far the most serious hindrance to profitable school
work is the one resulting from irregularity of attendance. Tt
is not necessary to enlarge on this point, but it relates vitally
to the progress of the rural schools, those upon which three-
fifths of the children of this state must depend for their edu-
cation. Trregularity of attendance compared with the fact that
but 69 per cent. of the strietly rural school population between
the ages of 7 and 14 attended school 100 days or more for the
vear ending June 30, 1906, raises a question for grave con-
sideration. This legislature must again concern itself with the
problem of improving the efficiency of the rural schools.
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The action of the legislature of 1905 in providing for a rural
school inspector and for school board conventions, has proved
most beneficial. Greatly increased interest has been shown.
This is largely due to the fact that the state superintendent
and the rural school inspector have been able, through addresses
given on practical subjects to the officers assembled in the dif-
ferent counties, to impress upon them the desirability for better
facilities and conveniences in the rural schools. The necessity

for furnishing the teacher in the rural school with needed ap-
~ paratus is such that it would seem to be proper for the state
to require each district to provide at least a minimum amount
of apparatus essential for intelligent instruction.

HIGH SCHOOLS.

During the last school year an increased interest has been
manifested in regard to town free high schools. Many addi-
tional schools of this character have been established. As the
law now stands, town high schools receive state aid in an amount
equal to one-half the cost of instruction. An appropriation of
$25,000 is available for this purpose, the surplus, if any, being
used to supplement the fund available for aid to district high
schools. With the increase in the number of schools, this
amount has been insufficient to pay each one the sum intended,
and it has been necessary to pro rate the appropriations.

The law originally intended that each district high school
should receive not to exceed $500 a year, apportioned on the
basis of the total cost of instruction. The pro rata of distribu-
tion of this fund has steadily decreased. In 1905 the amount
each district high school received was $371.04; in 1906 the
amount had decreased to but $358.62. If the sum made avail-
able for town free high schools were increased to $50,000, and
its surplus, if any, be added to the $75,000 in aid of distriet
~ high schools, each one of these would then receive the same
sum as in former years.

3.
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COUNTY TRAINING SCHOOLS.

The legislature of 1899 authorized the establishment of county
training schools for teachers. They were designed for the pur-
pose of giving instruction in the common school branches, and
in the management of rural schools to persons preparing for
this work. Graduates from the distriet high schools and pu-
pils from the high schools desiring to teach, were here to find
instruction in the branches which they would be required to
teach in the district schools. Since the enactment of the law,
the legislature has, from time to time, made provision for the
establishment and aid of additional schools, until today there
are twelve counties maintaining county training schools for
teachers. Txcellent resuits are already noticeable from their
establishment. I recommend that the statute restricting the
number of such schools be amended so as to grant to additional
counties the privilege of establishing and equipping county
training schools.

NORMAL SCHOOLS.

The biennial report of the board of normal regents shows in
a comprehensive manner the excellent work being done at the
soven state normal schools, and that an increasing number of
persons are availing themselves of the facilities there afforded.
Tt is from the graduates of these institutions that the large
army of teachers employed in our public schools is enlisted,
and the high degree of proficiency which they have attained is
a matter jealously guarded by the state.

During the last session of the legislature provision was made
for the location of the eighth state normal school at La Crosse
and funds were appropriated for the purchase of a site.

\

STATE UNIVERSITY.

The State University represents the cuimination of our sys-
tem of public education. The biennial report of the board of
regents shows the same large annudl increase in attendance
which during the last ten years has amounted to an almost
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- marvelous growth. The state has always dealt liberally with
this institution, and so generally have the people of all classes
in this state availed themselves of the exceflent facilities for
higher education thus provided, that its beneficent influence
Is felt in all parts of the state. Its effects have been of great
"practical value. While the College of Agriculture has added
an immense sum to the wealth of the state, as a result of its in-
vestigations in scientific agriculture, dairying and stock raising,
the School of Commerce, Colfege of Law and the College of
Engineering have been preparing the young men for business
and professional walks of life. Even with the great additions
and extensions to the University during recent years, the facili-
ties are still inadequate; and its requirements for the next bi-
ennial period wiil be strongly urged before the legislature. -
. For many years the University, at the end of the fiscal year,
has had in the treasury only a small balance, often amounting
to but a few thousand dollars. The state support of the Uni-
versity does not become due until February of the following
year, and with only a small balance on hand it has been neces-
sary to borrow from the trust funds until its revenue was pay-
able. From June 30, 1903, to Febrnary 1. 1904, $78,000 was
borrowed. From June 30, 1904, to February 1, 1905, $302,-
000 was borrowed. In 1905 a law was passed authorizing the
University for one year to borrow from the general fund untit
its revenue was available. This privilege was continued for
another year at the extra session of the legislature in 1905.
Out of this growing practice to borrow from the state funds
in anticipation of its own revenue considerable criticism de-
veloped. It was claimed that the University was being main-
tained on a scafe entirely beyond the limits placed by the legis-
lature, and a quite general suspicion was aroused that the best
business methods did not prevail in its management. The
legislature, at its extra session in 1905, provided for the ap-
pointment of a committee with power to investigate into the
condition of affairs, management, expenses and needs of the
University, and also into its business transactions. The report
of this committee will be placed before you. TUpon a review
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of its work you will find that a careful examination was made
into the matters required by law, and that the investigation was
- thorough and exhaustive. The committee makes a number of
recommendations which are worthy of your consideration. The
recommendation for an appropriation of $250,000 to meet the
apparent deficiency in the University revenues does not meet
my approval. With a proper husbandry of its resources, the
University will be able to adjust itself to the receipt of its rev-
enue as provided under the present law. During the current
vear the amount to be borrowed will not exceed $250,000, a
reduction of $52,000 over the previous year. I am of the
opinion that this deficiency can be entirely met within a few
years without the aid of an appropriation. Recommendation
is therefore made that the authority of the University to borrow
from the general fund be continued, with the provision that this
privilege be limited to the sum of $250,000 for any one year.
Tt is, however, a matter of supreme gratification that the finan-
cial embarrassment of this great institution is a result of ifs
wonderful growth, rather than extravagance or mismanage-
ment, and that the suspicions regarding it were unfounded.

Since the increase in the number of students has been much-
larger than the increase in constructional work, thé present
accommodations are inadequate in many particulars. There is
need for the early construction of a women’s building, a central
heating plant, a new pumping station and new machine shops.
Other requirements will be brought to your attention, and you
will have ample opportunity to acquaint yourselves with the
needs of this institution, and a careful investigation of its fa-
cilities will, T doubt not, result in such provisions as will per-
mit the University to maintain its present position of efficiency
and progressiveness.

DAIRY AND FOOD COMMISSION.

Wisconsin ranks among the foremost dairy states of the
Union. Tn the extent and variety of her dairy products she is
excelled by none. They yield an annual income of upwards of
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$57,000,000 going to enrich the farmers of the state. The im-
portance of this industry extends beyond the producers and
affects the entire population. Suitable inspection of the meth-
ods and materials used in the manufacture of these produects is
a matter of concern to the state both from the standpoint of
promoting the dairy industry and protecting the public. Not
only is the inspection of dairy products absolutely necessary,
but all foods during the last few years have been subject to
_adulterations, which, in many instances have placed the health
and the lives of our people in jeopardy. It is a matter of com-
mon knowledge that the simplest and plainest foods have been
so treated with chemicals as to make it a matter of grave doubt
whether the article purchased is in fact such as for which pay-
ment is being exacted. The extent of adulteration and the
danger therefrom has been greater than the public has ever sus-
pected. '

The legisfature of 1905 gave evidence that this state was to
adopt a broad and comprehensive food and dairy policy, ade-
quate in some just sense to our needs. Ten officers were added
to the department who were required to be experts in the field
of dairy and food inspection. Not until the passage of the

~ foregoing provision by the legislature, and by amendments to
previously existing statutes, did Wlsconsm enter upon a com-
prehensive protective policy.

The report of the dairy and food commission for the last
biennial period shows a result which must be most gratifying
to the people of the state. A total of 16,187 samples of food
products have been analyzed by the chemists of the commis-
sion; 12,986 samples of milk have been tested by the dairy
experts; 4,200 inspections of cheese factories. creameries and
skimming stations have been made; 6,000 meat markets, gro-
ceries, and other piaces for the sale of food were inspected, and
the milk supply of 60 cities and villages was thoroughly ex--
amined. For the violation of the dairy and foods laws 235 con-
victions were secured and fines imposed, which together with
inspections and other lines of work by the commission have re-
sulted in a revolution in food matters in Wisconsin.
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Needed amendments to existing food and dairy laws should
be made. necessary new laws enacted and the commission so
strengthened that the important duties entrusted to it may be
so discharged as to give the largest measure of protection to the
public. '

BUREAU OF LABOR AND INDUSTRIAL STATISTICS.

No department in the public service occupies a more im-
portant position in the economic and social structure of the
state than this bureau. TIts duties are not alone to coliect sta-
tistics pertaining to industrial conditions, to supervise the in-
spection of the factories of the state, and the conduct of the sev-
eral free employment offices through which the state seeks em-
ployment for those out of work, but to furnish the state with
such information and to make such investigations as the legis-
lature may require.

The legisiature of 1903 ordered the commissioner of labor
to make an investigation of the tenement and housing problem
of our large cities, the results of which investigation have been
published. Tt reveals a serious and growing evil, especially
among the immigrants, which strikes at the physical and moral
welfare of our citizens ‘and which tends to breed and spread
tuberculosis. I commend this report to your consideration, to
the end that legislation may be enacted to meet the problems of
a congested population, to deal with the construction of build-
ings used as multipie dwellings, their structure, safety, fire
protection and ventilation and the establishment of a minimum
size and height for living rooms and habitable basements.

That part of the commissioner’s report dealing with the lack
of present facilities for the training of the youth of the state
in factory operations is worthy of your careful consideration.
Out of our total population, 270,107 persons are engaged in
agricultural pursuits; 32,266 are members of the professions;
148.391 are engaged in personal or domestic service; 105,260
find employment in the trades and transportation, while 176,
514 are employes of factories and work shops. For the scien-
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tific study of ariculture and to prepare for legal, mercantile,
wechanical and engineering professions, the state has estab-
lished advanced institutions of learning where thousands of
our citizens obtain education for their life work at a nominal
cost, but nothing has been done for the training of labor. TIn
such industriai states as Massachusetts, Ohio and Georgia,
trade schools have been established which furnish instruction
in all factory work and they are completely or nearly self-
supporting. The establishment of such a trade school at Mil-
waukee would call for but a comparatively small expenditure
on the part of the state, while its benefits to the public would
be inestimable. Many other bills seeking to regulate or rem-
edy affairs with which labor is forced to contend will be pre-
sented at the present session of the legislature, and I recom-
mend that you give them such careful consideration as the in-
terests of so large and deserving a proportion of our population
warrants. '

The bureau of labor was created in 1883, and since that time
its duties have been enlarged enormously, and the number of in-
spectors increased from one to twelve, but the clerical force has
been increased by but one clerk. Investigations ordered by the
legislature to be made by this bureau have never carried pro-
visions for the additional expense, and I recommend that the
commissioner be authorized to employ additional clerical as-
sistance in cases of extraordinary demands upon the depart-
ment and that there be made available for this purpose a fund
not to exceed $2,500 annually.

DEPARTMENT OF BANKING.

This depar\tment, organized in 1903, has proven itself a most
valuable adjunct of the state. -Under its able and efficient
management, the banking facilities of Wisconsin have been im-
proved and strengthened until they receive the full confidence
of the public. During the last year the aggregate amount of
increase in deposits in national, state and savings banks equals
$28,484,007.28, an increase unprecedented in the history of the
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state. There were no bank failures during the biennial period
just closed which enviable record is due largely to the excellence
of our banking laws and their vigorous enforcement, together
with the commendable willingness of bankers to conform to
their provisions.  Alf of which may be largely attributed to in-
creascd confidence in banks on the part of the general public.

Under the present law, banks are examined but once a year.
With so long a period of time intervening between two exami-
nations, the state department loses to a considerable extent its
grasp on the condition prevailing at each institution subject to
its examination. In many cases of bank failure a more fre-
quent examination would have averted the large loss to deposi-
tors. National banks and the banks of many states which have
established a system of supervision, are examined semi-annu-
ally, and that the safety of deposits is thereby increased must
be obvions. I recommend that the Wisconsin law be so amended
as to require semi-annual examinations. Such an act must
necessarily be accompanied by an increase in the existing num-
ber of cxaminers in order that the more frequent examina-
tions be as thorough as those at present.

There is one inconsistency in the law which should be reme-
died at this session. Tt is in the interest of the state to encour-
age the largest degree of industry and thrift on the part of all
people by protecting savings banks. Bank failures demoralize
the habit of saving and to no people are failures so disastrous
as to those whose savings were the results of hard labor and
strict economy. This is recognized in the banking law which
has carefully limited the field for investment of savings funds
by mutual savings banks. But there are in this state a large
number of commercial banks which conduet savings depart-
ments in addition to their commercial business or as their main
business, and they are authorized in specific terms to receive
savings. To commercial banks a much wider field for invest-
ment is permitted, but with the increased return on some of
those investments there is also an increased risk. It is unfair
that the savings deposited in a commercial bank should not be
guarded by the same regulative statutes as apply to savings
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‘when intrusted to a mutual savings bank. I recommend legis-
lation to correct this inconsistency. It would seem that the so-
lution lies in the classification of deposits rather than in the
-clagsification of banks as under the law at present.

During recent years Wisconsin has had occasion to witness!
the establishment of many branch banks. I cannot but regard
this as a tendency which may some day develop disastrous con-
sequences. Our law is intended to further banking along safe
business lines, but the tendency to establish branch banks not
onfy supplants independent banks, or precludes their forma-
tion, but enables the parent bank to solicit business at unwar-
ranted and unprofitable rates outside of districts naturally trib-
utary to it, and to indefinitely increase its liabilities without
a corresponding increase in banking capital. The rule that
strong banks should have ample capital, a principal so well es-
tablished that it has not been found necessary to enact it into
law, is being violated by this practice. Legislation is urgently
recommended, either preventing the establishment of branch
banks. or requiring an increase in capitalization by the parent
bank for each branch institution opened by it.

CO-EMPLOYE LEGISLATION.

An investigation of railroading in the United States demon-
strates that the accidents and injuries to which railroad em-
ployes are subject are fearfully abundant and increasing. The
average of intelligence, sobriety, painstaking care and loyalty
:among railway empioyes is higher now than it has been at any
cother time, so that the difference in the number of injuries can-
not in justice be said to be due to the negligence of the men
engaged in the operation of trains.

The present co-employe law consists of two clauses,—the first,
in respect to defective appliances; the second, respecting in-
juries received by the negligence of co-empioyes. This law does
not afford proper protection. The first provision does not
change the common-law rule which the United States supreme
court has criticised and gives no increased protection.  The
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sceond clause is so limited in the construetion given it by the
courts that it leaves many employes without protection at all.
U'nder this statute the railroads have two defenses against
claims for damages as a result of injuries to their employes.
The supreme court has construed the law to apply only to train
crews when actually operating the train and apparently while
the train is in motion. The railroads also have the defense of
contributory negligence which has been strictly enforced by the
courts. The defense of contributory negligence often works
injustice in a construction where the slightest degree of con-
tributory negligence bars a recovery. )

T recommend the passage of a law which will permit railway
employes to recover damages for injuries, if it is found that
their negligence was less than that of the railroad or that of a
co-employe contributing to the injury, and that in all cases
there shall be submitted to the jury the question of the exist-
ence of contributory negligence and the comparison of the negli-
gence as between the railroad and the employe. It seems no
more than just that where the negligence of the railroad con-
tributed to the injury the company should bear a proportionate
share of the loss. '

CIVIL SERVICE COMMISSION.

This cominission was created, pursuant to chapter 363, laws
of 1905, and consists of three appointive members charged with
the administration of the civil service law. Four states in the
Union have ecivil' service systems. They are Illinois, Massa-
chusetts, New York and Wisconsin. In no other state is the
law s wide in its scope as in Wisconsin.

The commission, during the brief period of its existence, has
held four general competitive examinations. In addition to
these it has examined 366 original employes in the competitive
service entitled to a non-competitive examination, and has held
two competitive examinations for the position of stenographer,
one special examination for superintendent of construction,
three special competitive examinations for the position of oil
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inspector and five special examinations for the position of dep-
uty game warden. As a result of these examinations, 52 eli-
gible lists have been prepared, from which 125 appointments
to permanent positions have been made on probation, and 23
temporary appointments have been made.

The experience and investigation of the commission has con-
clusively demonstrated that the working organization of the
different state departments is not suited to present conditions.
Tn some offices employes are still working under an apportion-
ment of duties and salaries provided in the statute originally
creating the department. The duties of other employes have
entirely changed with the growth of the state, or have been
greatly increased or lessened by subsequent legislative enact-
ment. ~ Positions are being maintained for which the work re-
quired by law is not sufficient to warrant the salary expenditure,
while often in the same office an undue amount of work is re-
quired of another employe. Many persons are being employed,
the nature of whose duties have no relation to the title of the
position which they hoid. There is also no just relationship
" between the salaries paid and the work performed. A condi-
tion exists today in the public service which no commercial in-
stitution could long tolerate and hope to obtain the greatest de-
gree of efficiency consistent with reasonable financial outlay.

T recommend that a reorganization of the state service be
made to the end that duties be more specifically defined, unim-
portant offices for which there is not sufficient work be com-
bined wherever feasible, or abolished and their duties assigned
to other employes, and that salaries be paid in proportion to the
value of the service demanded. T am confident that such a
change would greatly increase the efficiency of the different de-
partments and result in a material saving to the state. '

Tn this connection I submit for your consideration the pro-
priety of appointing a joint standing committee, whose duty it
shall be during the first month of the session to conduct an in-
vestigation into the practical working of the several depart-
ments of the state government for the purpose of ascertaining
the methods adopted for the conduct of the public business, the
number of employes and their duties, and the compensation
now provided by law. ' ’
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The state officers in assuming charge of their respective de-
partments usnally have followed in the footsteps of prede-
cessors, without stopping to consider whether the methods em-
ployed are prescribed by statute or have become established by
custom, or whether more efficient means might not be pursued
in the conduct of the public business. Such a committee, if
diligent in the prosecution of the inquiry, would be able to re-
port to the legislature within a reasonable time and at a small
expense, any changes which may be deemed advantageous to the
service, and such amendments to the statutes as might be re-
quired to carry into effect any recommendations that may be
submitted. '

As business is now transacted, large: sums of money are fre-
quently paid to the different state departments and by them
required to be transmitted to the state treasurer. There is at
present no provision for an examination of the accounts of each
department and the financial transactions among them. T can-
not but regard this as a condition of Taxity which should be
remedied at an early date, and T recommend that the commis-
sioner of banking be required to examine the accounts and
financial transactions of each department at stated intervals
and to report concerning their condition to the executive.

FREE LIBRARY COMMISSION.

The educational work represented by the activities of the
Free Library Commission has been carried to many heretofore
unreached sections of the state during the last biennial period.
The traveling libraries have been multiplied several fold and
now reach more than five hundred stations in all sections of
Wisconsin. The number of public libraries which have been es-
tablished with the aid of the commission, now reach the grati-
fying total of 151, representing a larger number than any other
state in the northwest, and in proportion to population com-
paring favorably with any state in the Union. Their increased
efficiency also is notable and is due to the trained service which
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the establishment of the Summer School has made possible,
and which will be further stimulated by the creation of the
Wisconsin Library School. In consequence of the encourage-
‘ment given by the state, many counties have likewise adopted
the plan of establishing traveling library systems, which the
commission has organized and to which a helping-hand is given
as may be required from time to time. .

The Legislative Reference Library has also materlally in-
creased its resources and has given valuable data to members
of the legislature, state officers, and other citizens of the state
in need of information pertaining to the many current ques-
tions of importance which have been discussed and agitated.
The value of this department of information has been recog-
nized in many states outside of our own, as is indicated by the
fact that seven or eight of them have already established bureaus
modeted after the Wisconsin department, and others are taking
measures to follow suit.

GEOLOGICAL SURVEY.

The Geological and Natural History Survey has devoted
much attention to the important problems offered by the rural
highways, and a bulletin on that subject is now in press and
will shortly be issued. It i§ the present aim of the survey to
aid in the improvement of these highways by showing how with
the same expenditure of money, far better results can be reached
than are now obtained.

During 1905 and 1906 the Survey, in co-operation with the
U. S. Geological Survey, carried on an investigation of the
water powers, under the provisions of chapter 475, laws of
1905, and a full special report will be presented to the legis-
lature as provided in that act. This important work should be
continued until the principal rivers of the state have been care-
fully surveyed.

Tn its many water powers, Wisconsin possesses a source of
wealth which will some day place it in a foremost position
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among industrial states. The importance of an abundance of
cheap power to a state located at a long distance from the coal
field cannot easily be overestimated. Owing to a hitherto lack
of sufficient information concerning the value and extent of
these resources, the state has not sufficiently protected this prop-
erty with the result that many valuable dam charters have been
granted to speculators who never intended to develop the power,
but have held their grants awaiting an opportunity to dispose
of the same to persons seeking the establishment of substantial
business concerns. The indiseriminate granting of franchises
has retarded development rather than promoted the investment
of capital. Chapter 521 of the laws of 1905, which provides
for the termination and forfeiture of all franchises unless con-
struetion is begun in good faith within four years from the date
of the grant, has preserved much valuable property of the state.
There is need for additional legislation requiring a more spe-
cific deseription in charters of the focation of every proposed
dam, and making a uniform provision for fixing the legal height

of such structures.

STATE BOARD OF FORESTRY.

The small beginning which the state made in scientific for-
estry in 1903 has grown until the forest reserve now comprises
254,072 acres under the supervision of the State Board of For-
estry. The importance of forestry as a preservation of public
wealth and a probable source of state revenue cannot be overes-
timated. No state is more bountifully provided with great riv-
ers and lakes, and geological surveys show that Wisconsin is the
greatest water power state in the union. When it is borne in
mind that the forests of the northern part of the state preserve
the head waters of these great streams and prevent both drought
and floods, the necessity of a wise forestry policy is at once ap-
parent. The financial returns in those states and countries
which have practiced forestry often show an annual income of
from $2.50 to $3.90 per acre. ‘

Under the Swamp Land Grant of 1850, Wisconsin was
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granted all such lands within the state which were owned by
the federal government. In 1854, however, the United States
governuient set aside certain lands for Indian reservations, in-
cluding therein many thousands-of acres which had previously
been granted to the state. While admitting that the title ap-
pears to rest in the state, the United States Department of In-
terior holds that the Indians have the possessory right so long
as the reservation remains intact, and even goes so far as to
contend that this power carries with it the right to the timber
for their own use, and to sell it. Under the state forestry law
of 1905, all state lands north of Town 33 were set aside as a
forest reserve, and therefore, all the disputed land within the
Lac du Flambeaun, Lac Courte Oreille and La Pointe Indian
Reservations, come under the control of the State Board of
Forestry. The land which is thus held in dispute amounts
to over 47,000 acres, and since a large part of this is still
heavily timbered, it is conservatively estimated to be worth
over $1,000,000.

I would recommend that a law be enacted providing that if
recompensed by the federal government the state will relinquisa -
its claim on these lands, and the amount so received from the
government shall be used exclusively for forest reserves. In
this way the state would have a large sum with which to pur-
chase lands, so as to consolidate its forest reserves and the In-
dians would receive what in justice should be theirs.

WISCONSIN AND TMMIGRATION.

During the last year the Bureau of Labor and Industrial Sta-
tistics has prepared and published a bulletin devoted to the
“Agricultura] and Industrial Opportunities in Wisconsin.”
The object of this work as may be inferred from its title, is
to attract public attention to the many sources of wealth of
the state which are not utilized or practically unknown. Ex-
tended discussion is given to the subject of soils, drainage,
suitable crops, proximity to markets and transportation fa-
cilities of each of the counties of the state, and the indus-
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trial advantages and needs of several hundred cities, towns
and villages are considered. No such extensive compilation
of the state’s resources has ever before been made. The material
presented in this booklet will exert a potent influence in the
agricultural and industrial development of that empire of
wealth in central and northern Wisconsin.

PRIMARY ELECTION.

The primary election law passed by the legislature of 1903,
and adopted by a vote of the people at the general election in
1904, was given its first trial in 1906. While opportunity had
been previously afforded to observe the operation of the law
in the nomination of municipal officers, it remained for the
general election of 1906 to subject this measure to the severe
test of state wide application. In general the law has been a
success, and gives every indication of accomplishing the results
promised for it. A strong interest was manifested in the law
in all parts of the state, as was evidenced by the large vote
cast at the primaries. It can be said that no grave defects have
been revealed in the law, and while some complaint was oc-
casioned in regard to the workings of certain provisions, it must
be borne in mind that the law was an exceedingly radical one in
the number of innovations over the old caucus and convention
system. T am confident that in time the difficulties complained
of will disappear as the public familiarizes itself with the
methods followed. Criticism of much the same nature was
evoked Dby the first trials of the present ballot system, but they
soon disappeared as voters became more thoroughly acquainted
with the practical operations of the faw. I am inclined to re-
gard present complaints as only temporary. In view of the
fact that afl members of the present legislature, with the ex-
ception of senators elected two years ago, were nominated under
this law, the experience and opportunity for study thus afforded
should serve as a valuable aid in determining what amendatory
legislation should be enacted at this session. '



GOVERNOR’S MESSAGE, 1907. 49

ZIVE STOCK SANITARY BOARD.

During the last biennial period there has developed a deep
and widespread interest in the struggle for the eradicating of
diseases among live stock as is reflected by the increased activi-
ties of this board. During this period 10,078 cattle were ex-
amined by the tuberculosis test as against only 2,245 tests in
the preceding biennial period. The amount paid by the state
in 1905 for cattle affected with tuberculosis was $8,455.93,
while for the fiscal year 1906, such payments amounted to
$25,022.01.  The board is, however, greatly hampered by in-
adequate organization and I would suggest that you carefully
consider its legal status in order to increase its scope and effi-
clency, permitting it to carry on the work of exterminating cat-
tle plagues as rapidly as possible. A relaxation in the vigilance
of the state may be attended with severe losses to farmers and
stock raisers.

COMMISSIONERS OF FISHERIES.

The fisheries of Wisconsin are assets which the state should
carefully foster. The work which has been done by .the com-
missioners of fisheries in the past in the propagation of game

and commercial fishes is commendable, During the year 1906
~ there were planted from the state fish hatcheries 160,109,000
fish in the public waters of the state, yet they were far from
being able to supply the constantly inereasing demand for stock.
Statistics tell us that $500,000 was received by the fishermen of
the Great Lakes in Wisconsin during the year 1905 and the
inland fisheries of the state are worth as much to our people.
Their value is not alone in the product, but is found also in
the money spent within our borders by summer tourists and
fishermen from without the state and the recreation afforded
for our citizens. The last ‘egislature created two additional
hatcheries, but funds for their maintenance and operation were:

not provided.
4
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STATE MILITTA.
!

From personal observations at the annual encampments of
the state guards, and from an examination of the report of the
adjutant general, I am able to state that the Wisconsin soldiery
has been improved to a standard of efficiency, unsurpassed, if
equaled by the national guard of any other state. This most
satisfactory condition is the result of the improved personnel
in the different branches of the service. During the last few
years an increased attention has been devoted to the develop-
ment of this organization along lines most nearly akin to the
regular army. Greater care has been exercised in the accept-
ance of men, promotion has been made only upon the basis of
merit, and political preferences have been eliminated from the
service. The work in the camp and drill halls is severe and
thorough, discipline among the men is almost perfect, and the
fact that they are actuated by a jealous desire to excel as mili-
tary units rather than striving for personal or individual ex-
cellence, demonstrates that the characteristics of volunteer sol-
diery have been displaced by the true military spirit. The
uniformly high degree of efficiency attained by the Wisconsin
militia is attested by United States army officers, detailed as
inspectors and instructors of state military forces.

SOLDIERS’ MONUMENTS.

The Shiloh Monument Commission, appointed by the gov-
ernor, and required to select monuments and to have them
placed in proper location upon Shiloh battlefield, pursuant to
chapter 381, laws of 1901, and chapter 199, laws of 1903, has
completed its labors. A beautiful and appropriate monument
has been erected and dedicated to commemorate the bravery of
the Wisconsin troops in the battle at that place, which grounds
have been converted into a national military park. The com-
mission also erected a marker to establish the position of the
Tourteenth Wisconsin Regiment when making the charge on
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the Confederate battery captured by it, of which battery one
gun has ever since April, 1862, been maintained in the capitol
park at Madison as a war trophy.

For the prompt and patriotic service rendered in the dis-
charge of its duties in this work the commission is entitled to
the grateful acknowlévdgment of the people of our state.

Two other commissions, the Vicksburg Battlefield Commis-
sion and the Andersonville Prison Commission have been ap-
pointed to erect monuments at the places designated. Both
bodies report commendable progress, and in a short time there
will be ready for dedication by the state enduring structures
of monumental art to express its appreciation of the bravery
and sacrifices of its military heroes.

LAND TITLES.

Our present system of transferring land titles has become
exceedingly complex. In every sale of land it is necessary to
trace the title through a long chain of transfers back to the
original patent. Mortgages, liens, judgments, administrations,
and other legal proceedings all present obstacles necessitating
careful examination before the land can be safely transferred.
It is significant that many leading American states have
adopted the “Torrens System” as a simplification of title trans-
fers, while such a system has been in vogue in European coun-
tries for many years. Massachusetts, Illinois, California,
Oregon, Washington, Montana and Minnesota have revised their
systems to secure greater simplicity and safety in transfers. It
is endorsed by many bar associations and has received the recom-
mendation of the World’s Real Estate Congress. . Under the
“Torrens System” the title to realty is registered as distinet
from the deed. The owner of the land applies to the register
of deeds for its registration, and where the title is found per-
fect, it is registered and guaranteed. The official guaranty of
title is the distinguishing feature of this system.

The importance of land titles requires your most careful in-
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vestigation, and if in your judgment the present method of
transfer is too cumbersome, a safe but more economical system
should be adopted.

EXPOSITIONS.

During the year of 1907 there is to be held at Jamestown,
Virginia, the Jamestown Ter-Centennial Exposition in com-
memoration of the first permanent settlement made in the
United States by English speaking people in the year 1607.
At the last session of the legislature a committee consisting of
three senators was appointed to investigate the advisability of
this state participating in such exposition and to report on the
character and cost of such participation. The report of this
commission to the legislature will contain such information as
should determine the action of this state.

An invitation has also been. received from the president and
trustees of Alaska-Yukon-Pacific Exposition to be held at Se-
attle in 1909, requesting that Wisconsin be represented by an
adequate display of the arts, sciences and industries of the state.
This exposition is designed to show the marvelous wealth of the
countries bordering upon the Pacific ocean, and to demonstrate
the opportunities for greater commercial intercourse among
their people. Tt is a matter to be decided by this legislature
whether Wisconsin shall be represented, and if your decision
is favorable, provision should be made for the appointment of
commissioners and a suitable appropriation.

STATE CAPITOL. -

The commission charged with the procurement of plans for
a new capitol under the acts of the last legislature, have, afi
much care and consideration, accepted the design prepared by
George B. Post & Sons, architects of New York City. T
plans contemplate eventually, as the legislature shall direct, the
congtruction of an entire building which it is believed you will
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find promises to be highly satisfactory, and which, if built of
materials adapted properly to carry out the design of the archi-
tects, will be such as not only to meet the wants of the state, both
in the immediate present and in the future so far as reasonably
to be anticipated, but will be such as to give a fair and just ex-
pression to the civic pride of our citizens in the structure by
which their state government shall be housed. The commis-
sion, pursuing the legislative direction, have already entered
upon the work of building the west wing, though so far only
the foundation walls have been provided for. They will sub-
mit to you their plans and report upon the steps already taken;
and it will, I think, appear to you that some changes in the
laws already passed will be requisite to carry forward the un-
dertaking to the success which must be desired. T beg to com-
mend this subject and the views of the commission to your care-
ful consideration, and to invoke such further legislation as
- shall appear most widely calculated to the good end. I feel
very sure, from the opportunities which have been afforded me
to ascertain their sentiments, that the people of our state will
be best satisfied by the construction of a capisol which, without
ostentation, and especially without extravagance, shall testify
their sense of fitness in its character and their generous regard
for the dignity of our commonwealth in the eyes of our fellow-
citizens of other states. The resources of Wisconsin are so
ample, the income of the state so abundant, and the spirit of
the people is so high and liberal, that anything less in the char-
acter of this chief of all state buildings than should properly
belong to it, would result in reproach to them to whom the duty
of its provision belongs. I feel confident that these opinions
will find favorable consideration at your hands.

. CONCLUSION.

In conclusion let me express the hope that in all your delib-
erations you will be actuated by the supreme desire to legislate
in the interest of the public weal. Numerous and varied de-
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mands will be made dpo-n your attention. - The absolute growth
of the state, and the increasing need for the further exercise of
its supervisory powers will, of necessity, add to the cost of
government. All extravagance should be avoided and appro-
priations made only after careful scrutiny. The spirit of
watchfulness over the public treasury, however, should be a true
economy, one which tends to a wise expenditure of public
moneys, rather than a parsimonious provision for the discharge
of those lofty duties embodied in our conception of the state.
The legislature is the highest fountain of law, and to you the
attention of the people is directed for the solution of those
issues vital to their welfare. The people desire a short ses-
sion and I trust that you will so expedite matters as a due con-
sideration of the affairs of state will permit. It is a great honor
to be chosen to represent one’s fellow citizens. An important
trust is thereby conferred. In all your efforts to discharge this.
trust for the advancement of the moral and material welfars
of the people, you are assured of hearty executive co-operation..

JAMES O. DAVIDSON,
Governor.
Execurive CHAMBER,
Mapison, Wis., January 10, 1907.
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STATE OF WISCONSIN.

Report of the Secretary of State

DepaRT™MENT OF STATE, July 1, 1906.
To the Governor.

Str:—T herewith transmit the biennial report of the Secre-
tary of State, required by statute, for the fiscal years ending
June 30, 1905 and 1906, respectively. _

The report shows the condition of the several funds, the re-
ceipts and sources thereof, the disbursements and for what
purposes. A careful study of the report will disclose greatly
increased receipts and enlarged expenditures. Particular at-
tention is called to the items charged against the general fund
as expenditures that are in fact transfers to pay the state tax
levy for the two years covered by this report. Other valuable
information taken from the records is contained in the report.

Its study will furnish to the people a very comprehensive un-
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Introductory.

derstanding of the business affairs of the state and, conse-

quently, ought to be of more than ordinary interest to them.

During the biennial period the revenue received from inheri-
tance taxes reached the sum of $229,919.54.. The income
from this source is constantly increasing and will grow into a
very large sum annually. It is a most equitable and just tax.
There is great difficulty experienced by this department in the
enforcement of this law. The Secretary of State, while charged
with its administration, is without sufficient authority or as-
sistants to properly administer the law. The work is more
than clerical. It is my conclusion, based on the experience
of its administration, that the State Tax Commission is the
better equipped to enforce it, and to that Commission more
naturally falls the administration of the law. The Commis-
sion deals exclusively with tax matters. It is organized with
an authority that is elastic enougﬁ to permit the special work
that is demanded for the proper enforcement of the law. It
is my recommendation, therefore, that the administration of

this law should be transferred to the State Tax Commission.

It will be noticed that there is a great increase in the fees
received for the organization of domestic, and the licensing of
foreign corpor?;tions. That this branch of the work of the de-
partment has grown to be of great importance will be readily
seen, not only on account of the large revenue that the state
receives, but also on account of the evident necessity and wis-

dom of a greater control of corporations, especially in the mat-
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ter of capitalization. It would seem that some more definite
and comprehensive statutes should be enacted covering this
very important work of the department.

W. L. HousEr,
Secretary of State.



GENERAL STATEMENT.

Showing Balances, Receipts and Disbursements for the Fiscal Years ending June 30, 1905 and June 30, 1906.

_ Bulango |p, Roselots, |, Recelnte, | morar | Dishurse, | DISSES | aitbunse. | Balaneo

' 65 |ine Jane 30, ine Juge .| Mrcouipla” | Jear sading | Year Shs| Mmiea | 1%
General Fund .......coovvevvennnn $545,874 64 $4,111,827 18| $5,%64,285 17% $9,921,986 99| $4,000,819 00| $4,695,175 73| $8,695,994 73| $1,%25,992 %6
School Fund ... 34,754 67 269,798 35, 248,044 28‘ 552,597 30 304,413 02 243,201 66 547,614 68 4,982 62
School Income Fund ............ 172,504 35| 1,503,291 58 1,557,138 90i 3,232,934 83| 1,498,980 86/ 1,557,222 31| 3,056,208 17 176,731 66
University Fund ......coveneeenn 12,596 01 16,266 51 30,313 70 59,176 22 28,862 52 25,090 00 53,952 52 5,223 70
University Income Fund ........ 2,133 48| 894,164 39| 1,343,349 72 2,239,647 59 888,504 32| 1,324,548 30| 2,213,052 62 26,594 97
Agricultural College Fund....... 9,951 61 41,525 00 62,400 61 113,877 22 51,476 61 61,300 00 112,776 61 1,100 61
Agricultural College Income

Fund ...ocovvvvivenieninniicnnnnns 12,262 75 13,626 52 12,860 77 38,750 04 25,889 27| 12,860 77 88,750 04]....... vesenes
Normal School Fund............. 4,765 50| 197,895 70, 136,494 68 339,155 88 185,808 54| 132,775 00 318,583 54 20,572 34
Normal School Income Fund ... 159,408 13| 360;412 (174 205,046 30, 724,866 50 285,000 98 372,572 4 657,573 42 67,293 08
Allotment Fund ............. 956 54|, uueirerniiina]erriieiiianns 956 54(..iiennennn P F R 956 54
Calumet & Manitowoc Co’s Ind.

Fund ...cooevvenieninniieninnnene 284 45|...... N P ceeieeas b7 . O ceees 284 45
Drainage Fund ........... ceeeeses 9,775 00| 15,954 69 36 05 25,765 T4 22,089 90| 3,517 35 25,607v25 158 49
Delinquent Tax Fund............ 287 46 266 49 160 86 714 81 261 80 243 26 505 06 209 75
Deposit Fund ............. 10,313 83|..... L7823 . g N 10,313 83
Hunting License Fund........... 16,633 55 87,673 63 83,156 20 192,463 38 94,024 90 80,315 09 174,339 99 18,123 39
Indemnity Fund ......c.ceeeeeeee 1,400 74| .eevvierennerafonreienoannnns 1,400 74! ..... O P PR veres 1,400 74
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Memorial Hall Fund............. 186 04 v vvvrnrrnennfoneneeesiaens 186 04 161 17 ' 24 87 186 04)..ccenennnnns

Menomonie Indian Reservation

Trespass Fund ................. 9,548 10[......... FR R 9,548 10| vevnreriirnnia]ieeriiirriieii]ieiiniianiies 9,548 10
0Oil Inspection Fund.........cooocufoeiiniinne 29,871 50 30,432 28 60,303 78 29,871 50 30,432 28 60,303 T8|..cuiuinnnn
Redemption Fund .............. . 151 92 vennennnennnalonens Ceeieeaen B3 B O e EE T PN 151 92
State Board Medical Examiners }

Fund ...oooviiviiineiiiiiniainnes 863 31 87 11|....... .. PPN L 5L 950 42
State Insurance Fund........... 1,653 33 69,404 21 17,828 97 88,886 41 63,919 28 6,969 44 70,888 72 17,997 79
Wisconsin Ry. Farm Mortgage )

Land Co. Fund........ ceeeeenne 4,415 67].veeiineiinine]eneniiiaiiinns 4,415 67| covevveiiniian]annns O eeieeenees 4,415 67
University Trust Funds..... B 64,321 75 13,785 75 78,107 50 62,250 00 7,132 16| 69,382 16 8,725 34
University Trust Funds Income|.............. 312 50 3,453 72 3,766 22| «.iiiiiiiiinnn 312 50 - 812 50 3,453 72
Forest Reserve Fund........ooooefoeeeinnen, e, 4,834 83 4,834 83| «veirininannnn 550 00 550 00 4,284 83
Portage Levee Fund.......... R . 5,000 00 5,000 00 covvininnennes 2,264 57 2,264 57 2,735 43

$1,010,721 08| $7,676,699 18| $9,023,62% 79($17,711,043 05| $7,542,333 67 $8,556,507 73/$16,098,841 40, $1,612,201 65
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General I'und.

GENERAL FUND.

This fund embraces all the revenues of the state applicable to the
payment of the ordinary expenses of the state government.

The sourses from which it is derived are, a general fund tax, a tax
on rail road Companies, a tax on civil actions, a tax on legacies, li-
cense of log driving and booming companies, telegraph and telephone
companies, strect railway and electric light companies, insurance com-
panies and hawkers and pzddlers; fees received from notaries public,
from various state offices and from the sale of books and reports.

The expenditures therefrom are authorized by permanent and temi-
porary appropriations, and by the several laws requiring the Secretary
of Statz to audit accounts.

A statement of the transactions of this fund wiil be found in detail
under appendix “A” in this report.

The receipts and disbursements have been as follows:

RECEIPTS.
1805 1906

Suit tax ..o e "$5,515 00 $6,269 00
From countics for charitable and penal

institutions .......... ... . . . . . 272,703 04 283,403 82
Railroad companies, tax.................. 1,955,894 56 3,410 904 35
Freight line companies, tax.............. 1,990 26 2,772 45
Street railway and electric light com- -

panies, tax ......... ... ... ... 13,601 47 17,890 01
Telegraph companies, tax ............... 13,288 94 13,473 54
Express companies, tax ................. 8,383 76 9,738 96
Palace and s.ezping car companies, tax... 3,555 79 4,174 85
Plank road companies, tax .............. 306 61 1,001 15
Telephone companies, tax ............... 53,475 10 27,962 12
Fire insurance companies, tax .......... 136,699 11 . 145,677 71
Accident, surety, etc., companies, tax .... 20,167 35 20,901 07
Life insurance companies, tax .......... 356,370 44 388,690 99
Boom and improvement companies, tax... 316 12 346 29
Loan and trust companies, tax .......... 4,247 37 7,963 51
Charitable and penal institutions........ 134,248 29 145,719 31
Vessel tonnage tax ..............cuu.... 1,742 51 511 91
Inheritance tax ......................... 125,964 80 103,954 T4
United States, civil war claims .......... 727,740 18 ... ........
Miscellaneous ...........covvirivnen... 275,616 48 672,929 39

Total ...t $4,111,827 18 $5,264,285 17
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General Fund.
DISBURSEMENTS.
1805 1906

Adjutant General’s Dept. ............... $106,625 12 $109,749 69
Attorney General’s Dept. ................ 12,804 (0 15,840 99
Commissioner of Banking Dept. ......... 17,603 0 20,004 42
Board of Control Dept. .................. 19,476 38 21,468 60
Labor Bureau Dept. .................... 29,085 05 33,699 98
Circuit Courts .....................0.... 93,898 33 98,682 28
Insurance Commissioner’s Dept. ......... 19,717 96 22,178 60
Land Office Dept. ....................... 7,519 87 6,789 56
Dairy and Food Commissioner’s Dept. .... 16,119 88 36,212 55
Executive Dept. ........oovvuiiun ... 14,662 89 14,841 66
Quartermastsr General’s Dept. .......... 27,551 47 27,199 65
Railroad Commissioner’s Dept. ......... 27,394 00 13,258 23
State Dept. ............o i, 42,779 14 42,371 91
State Library ................. ... ...... 8,283 59 8,140 57
State Superintendent’s Dept. ........... 32,213 78 39,476 58
State Treasurer’s Dept. ................. 20,326 79 22,173 35
Civil Service Commission:.............. ............ 9,257 75
Treasury Agent ......................... 526 92 8,669 60
State Veterinarian’s Dept. .............. 16,780 86 34,951 86
Superintendent of Public Property Dept.. 114,252 06 115,662 28
Supreme Court ......................... 45,641 10 49,713 62
Fish and Game Warden’s Dept. ......... 2,850 27 4,017 50
Free Library Commission ............... 21,454 67 28,054 39
State Board of Agriculture .............. 16,994 51 71,861 01
State Board of Health .................. 5,359 60 8,557 62
Railroad Commission ................... ... ... ... .. 24,126 95
State Historical Society ................. 31,804 45 33,012 Y6
Grain and warehouse Commission........ ............ 3,349 99
Tax Commission Dept. .................. 18,750 95 38,692 91
Geological and Natural History Survey. .. 12,732 31 17,097 98
State Board of Assessment Dept. ........ 12,427 48 ... ........
State Board of Forestry ................ 3,383 02 4,542 06
Wisconsin Work-Shop for Blind ......... 5,212 43 8,596 53
Wisconsin Industrial School for Girls. ... 21,631 67 16,438 12
Maintaining Chronic Insane in County

Asylums ... oo 416,150 15 429,554 18
Maintaining Acute and Chronic Insane,

Chap. 423, Laws 1901 .................. 57,508 61 56,760 54
Charitable and Penal Institutions ....... 844,458 39 900,528 03
Wisconsin Veteran’s Home ............. 103,757 69 116,540 86
Oil Inspection .......................... 122 10 254 84
Board of Arbitration ................. .. 697 95 249 81
State Bar Examiners.................... 3,048 05 2,573 53
Commissioners of Public Printing....... 811 30 56 55
Academy of Sciences, Arts and Letters. .. 1,047 30 1,185 49
Commissioners of Fisheries ............. 31,978 178 35,270 52
Common Schools ...................... 310,694 43 309,092 74
State University .................. P 530,079 89 1,091 049 52
Normal schools ......................... 280,192 22 123,195 50
County Training Schools for Teachers. .. . 14,360 31 19,050 28
Free High Schools ..................... 97,700 32 97,577 75
Graded Schools ........................ 56,151 40 64,477 95
Teachers’ County Institutes.......... e e, 8,999 37
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General Fund.

1505
Deaf Mute Instruction in Cities ........ 30,263
Manual Training in High Schools....... 4,250
Wisconsin Dairymen’s ASs'n.............. 4,553
Wisconsin Cheesemakers’ Ass'n.......... 834
Wisconsin Cranberry Growers’ Ass'm..... 250
Wisconsin Horticultural Soceity ......... 5,907
Wisconsin Firemen’s Assm.............. 400
Hastern Wisconsin Firemen’s Assn.... ...........
‘Washington and Ozaukee County and
North Milwaukee Firemen’s Ass'n........ 75
Inspector of Apiaries................... 595
Prevention of San Jose Scale ............ 485
St. Louis World’s Fair Com ............. 37,000
Bounty on Wild Animals................ 16,520
Claims Against United States........... 4,409
Shiloh Battlefield Com ..........c.oovnnen 171
Inter-State Park Com .........ccevvennns 408
Wisconsin Poultry Assm ..............0n 200
Wisconsin Buttermaker’s Assm ......... 500
Vessel Tonnage Tax returned ........... . 672
Weight and Measures ...........c.cceeee 89
Agricultural Experiment Ass'n ......... 1,316
County Schools of Agriculture and

Domestic ECONOMY . ....vvuuvraneeions 8,000
Wisconsin Archeological Society ........ ..........
Capital Improvement Commission ..... 9,743
Commission to Report Bill to Re-district

Judicial Circuits .......ccceeieieennn 75
Tuberculosis Commission .............. 1,107
Governor’'s Contingent fund ............ 4,150
Presidential Electors ...........coeeenn 377
Blue BOOK ..vvviiuiinererncarnanannnns 967
Memorial Hall ....vieniiinreevtaanes  eeeenn
Vicksburg Monument Commission ...... 182
Andersonville Monument Commission ... 248
Public Documents .........coceeeneneen 911
Disbarment Proceedings ............... 3,288
Associations of Trustees and Superinten-

dents of County Asylums ............. 43
State Census of 1905 ......covvveevenen. 1,526
Making Statements of Sales of Real

FD T - T R 2,113
Report of Real EHstate Mortgages ....... 1,265
County Agricultural Societies .......... 75,483
Reporting Criminal Statisties .......... 76
Sater, Edward E., Chap, 367 Laws 1905 . 500
Rinehard, E. D. Chap. 160 Laws 1905 .... 94
Manhattan Life Ins. Co, Chap. 120,

TLaws 1905 . .i.iiiiiiarenensaraanoanne 300
Chynoweth, H. W. professional services 4,571
1. L. Lenroot, professional services.....  .......
Insurance fund transfer ................ 53,000

Drainage fund, Chap. 419, Laws 1903 .... 15 907
MiSCEllameOoUs . .vooerrnernaacneere s 5,750

........

........

........

........

........

........

13,864 18
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General Fund.
1805 1906
Legislative Expenses:
Senate Salaries and Mileage ........... 17,487 70 ...,
Assembly, Salaries and Mileage ........ 53,640 30  ........
Senate, Chief Clerk’s department........ 15,1562 00 ........
Senate, Sergeant-at Arms’ department. .. 6,965 00  ..........
Assembly, Chief Clerk’s department.... 18,673 00 ....... .
Assembly, Sergeant-at-Arms’ department. 9,970 00  ..........
Chaplains ........c.viiiiiiiiinnnennnn. 624 00  ........
Postage, Chap. 4, Laws 1903 ........... 15 60 ...l
Nelson, John M. indexing session laws .. ........ 700 00
Publishing General Laws ..........ccocv tuinnnn. 55,900 00
Visiting Committee .................... 450 00  ........
Contesting Election .................... 600 00 ........
Printing .....coiiiiiiiiii i 3,422 12 19,966 97
Publishing Local Laws ................. 6 00 151 40
SPECIAL SESSION,

University Investigation Committee .... ............ 2,301 38
Insurance Investigation Committee ..... ............ 8,640 00
Senators, Mileage .....veviiiiiinnenrees terrencanaas 970 70
Assemblymen, mileage ............coiiih ciiiiiiean.. 2,923 04
Senate, Chief Clerks’ Dept. .........coih tiiiiininens 540 00
Senate, Sergeant-at-Arms’ Dept. ......... ....... .. ... 480 00
Assembly, Cheif Clerk’s Dept. .......... ....iviinns 800 00
Assembly, Sergeant-at-Arms’ Dept. ...... ........