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THIRD DAY

HOUSE OF REPRESENTATIVES,
Juneau, Alaska, January 29th, 1941

Fursuant to adjournment the House was called to
order at 1:30 o’cleck P. M., by H. H. McCutcheon, Speak-
o

Roll call showed all members present.
Prayer was offered by the Chaplain.

The Journal of the Proceedings of the Second Day
was read and approved.

MESSAGES FROM THE SENATE

Senators Sullivan, Brownell and Coffey appeared
at the bar of the House as a Committee to notify the
House that the Senate was organized and ready to pro-
ceed with business.

A message from the Senate transmitting SENATE
CONCURRENT RESOLUTION NO. 1, which had passed
the Senate, was read. By unanimous consent, SENATE
CONCURRENT RESOLUTION NO. 1 was advanced on to-
day’s calendar for first reading.

FIRST READING OF SENATE BILLS

SENATE CONCURRENT RESOLUTION NO. 1, re-
solving that the Senate and House meet in joint session
in the Assembly Hall of the House of Representatives on
Wednesday, the 29th day of January, 1941, at the hour
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of two o’clock in the afternoon for the purpose of receiv-
ing the message of Honorable Ernest Gruening, Gover-
nor of the Territory of Alaska, was read the first time,
It was moved by Mr. Rogge, seconded by Mr. Lyng,
that the rules be suspended as to SENATE CONCUR-
RENT RESOLUTION NO. 1, that it be considered read

* the second and third times and placed upon final pass-

age.

The question being, “Shall the rules be suspended
and the Resolution placed upon final passage?”, the
roll was called with the [ollowing result:

Yeas—15: Davis, Egan, Gordon, Herbert, Jenne,
Lyng, MecCormick, Peterson, Rogge,
Shattuck, Smith, Harvey J., Smith,
W. Leonard, Stangroom, Whaley, M.
Speaker.

Nays—1: Lander.

And so the rules were suspended.

The question then being, “Shall the Resolution
pass?”, the roll was called with the following resull:

Yeas—-16: Davis, Egan, Gordon, Herbert, Jenne,
Lander, Lyng, McCormick, Peterson,
Rogge, Shattuck, Smith, Harvey J.,
Smith, W. Leonard, Stangroom, Whaley,
Mr. Speaker,

Nays—0:
And so the Resolution passed.
The Speaker announced that he had signed SEN-

AT CONCURRENT RESOLUTION NO. 1 and ordered
the same returned to the Senate.

The Speaker appeinted Messrs, Rogge, MeCormick
and Gordon as a Commitiee to notify the Senale that
the House was ready to meet in Joint Session.

Thereupon the House recessed until 2:00 P. M.
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AFTER RECESS
The House was called to order at 2:00 P. M.

JOINT SESSION

The Sergeant at Arms announced the President
and members of the Senate, who were received at the
par of the House and seated with the members of the
House.

The Speaker appointed Messrs. Harvey J. Smith and
Egan as a Committee to escort the President of the Sen-
ate to the Chair.

The Secretary of the Senate called the roll of the
Senate. All members were present.

The Chief Clerk of the House called the roll of the
House. All members were present.

The Chief Clerk of the House read SENATE CON-
CURRENT RESOLUTION NO. 1, which stated the pur-
pose of the Joint Session was to receive the message of
the Honorable Ernest Gruening, Governor of the Terri-
tory of Alaska.

It was moved by Mr. Lyng, seconded by Mr. Rogge,
that a Committee of three be appointed to notify the
Governor that the Joint Session was ready to receive
his message.

Motion carried.

The President thereupon appointed Representatives
Shattuck and Gordon, and Senator Sullivan as such
Committee.

The Governor was escorted to the rostrum by said
Committee and was introduced by the President of the
Senate, Honorable Henry Roden, who said that he had
the pleasure and honor to present the Honorable Ernest
Gruening, Governor of the Territory of Alaska, and
representative of the President of the United States.
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The Governor thereupon delivered the following
message:

Following tradition, it is my privilege and pleasure
to address the legislature at this, its fifteenth biennial
session, to report on the state of the Territory, to dis-
cuss our common problems and responsibilities, and
to make the recommendations from the executive to
the legislative branch as is both customary here in
Alaska and established practice everywhere under our
American system of government.

It is with a sense of profound satisfaction that I
can present to the members of the legislature a favorable
picture of conditions in the Territory and of territorial
prospects in general. Perhaps the best way to appre-
ciate how good these conditions are is to go back eight
years and recall the circumstances that then existed
as portrayed to the legislature in his last message by
my distinguished predecessor, The Honorable George
A. Parks. Reporting that the commerce of Alaska in
the preceding year, 1932, had reached “the lowest point
in nearly two decades,” he forecast a still further de-
cline, saying:

“It is apparent that we must expect a decline in the
operations in our major industries during the next year
and possibly the year following. It is almost certain
that federal appropriations for public works will be cur-
tailed, and our own resources will not permit normal
allotments for these purposes . . . Industrial expansion
appears to be wholly improbable for some time to come
and we cannot hope for new activities that would be
sources of revenue . . .

“The revenue for the past biennium declined approx-
imately 25 per cent . . . and present conditions do not
warrant the expectation that there will be a material
improvement in the near future. In fact, we should
anticipate continued decline . . . ”

Accurate as this gloomy picture was of conditions
then existing in the Territory, we know, now, that, for-
tunately, the pessimistic forecast proved to be unfound-
ed. Within a few days after this message was deliv-
ered, a new national administration took over the con-
duct of affairs, and the upward and forward march of
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the Territory of Alaska, economically and socially, be-
gan.

Among the many beneficient reforms inaugurated
by that new administration was an increase of 69 1/3
per cent in the price of gold. Today—eight years later
__the U. S. Geological Survey reports that the value of
gold production of the Territory reached a new all-time
high of $25,375,000 during 1940, exceeding even the
highs of the gold rush days, and an increase of $2,100,-
000 more than the year 1939. Platinum metals like-
wise increased both in quantity and value, the past year,
1940, showing an extraction of 28,860 ounces valued at
$1,092,000 as compared with 27,230 ounces to a value
of $997,000 in 1939. The bienium recorded the highest
production in the platinum metals, both in quantity,
and value, in the history of Alaska. Total mineral pro-
duction likewise rose, reaching approximately $27,658,-
000, a 9% ¢ increase over 1939. Among the new records
should be mentioned that more coal was mined in the
Territory than in any preceding year—a total of 170,-
000 tons.

One of the other factors which has contributed to
the prosperity of the gold mining industry is the grow-
ing participation of the Reconstruction Finance Cor-
poration by assisting mining through loans which afford
operators Federal funds at a lower rate of interest than
is attainable otherwise.

Nor is there any reason, as the U. S. Geological Sur-
vey points out, to assume for a moment that this new
peak represents a temiporary or accidental circumstance.
On the contrary, a water shortage in considerable areas
of the interior during a part of the 1940 mining season
diminished the production.

In the fisheries industry the picture is less rosy, in
that the salmon pack for the past biennium has been
substantially below the five-year average.

In 1939 the total pack of canned salmon was 5,263,-
153 cases, valued at $34,441,082. This was a decrease
of about 23% in quantity, and about 69, in value from
the production in 1938 when the pack was 6,806,998
cases valued at $36,636,897. But in the year 1940, the
total pack and its value dropped still further. In the
year just ended the pack was 5,028,378 cases, 234,775
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cases fewer than the 1939 pack and with a value of
$31,828 451-—a diminution in value of $2,612,631. The
decline in production in 1940 was in part due to the
small red salmon catch in Bristol Bay which is antic-
ipated every fifth year. There is, of course, no indica-
tion of what next year's pack will be, but the successive
declines in value would indicate an important tendency
in the Alaskan economy, namely, that gold and salmon
are getting closer and closer together in economic im-
portance.

Other salmon products showed a corresponding de-
cline. Also, the catch of herring for conversion into
oil and meal was off about 599 owing to regulations
limiting the taking of herring for reduclion purposes—
a conservation measure; but herring taken for pickling
showed an almost corresponding increase—51.67 .

The halibut catch limited by international agree-
ment and valued at around $900,000 was about normal.
Shell fish, elams, crabs and shrimp, however, all regis-
tered substantial increases in both quantity and value.

In furs—Alaska’s third largest industry-—565,553
pelts shipped in 1940 totaled $1,958,533. This was $48.-
422 more than 1939 and represents the largest number
of pelts shipped from the Territory in nine years and
the highest value shipped out, with one exception, in
ten years.

However, there are other factors of far reaching
importance which indicate that the Territory is enter-
ing a new era of progress and growth. The 1940 census
in its final figures gives Alaska a total population of
72,524, an increase of 22.3%. This percentage of in-
crease was exceeded in the last decade by only two states
in the Union—TFlorida and New Mexico. Alaska, in other
words, showed a greater percentage of growth than 46
states. But this is not the whole story. The Alaska
census, alone among all the political units under the
flag, was taken, not as were all the others on April 1,
1940, but six months earlier, on October 1, 1939. Let
it be noted that our census date preceded the initiation
of the intensive work on our several major Army and
Navy bases, and that it was after October 1, 1939, that
the new contingents of our military and naval forces,
now amounting to over 5,000, including the advance
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nard of their dependents, came to Alaska, and that a
further increase in population incidental to these devel-
opments took place. Were the census to be taken now,
less than a year after the regular census-taking, it
would record a larger percentage of increase than any
state in the union—an increase of approximately 309
in confrast to the 7.2% increase of the United States
as a whole.

However, confining ourselves to the actual figures
of the census, we may note that this is the highest fig-
ure in Alaska's history, Moreover this all-time high rep-
resents for the first time in Alaska's history a natural,
an evolutionary, growth. That fact becomes apparent
when we study not merely the 1940 federal census fig-
ures and the figures of preceding censuses but the
Territory’'s own vital statistics. The 1940 census figures
show a Territory-wide growth. Every judicial division
shows a substantial increase—the First Division 30.8¢9/,
the Second 17.37;, the Third 18.47,, the Fourth 18.99.
Excepting only several communities unfavorably affect-
ed by the suspension of mining operations, the entire
Territory has registered impressive increases.

This has never happened before. The great jump
in population at the turn of the century registered in
the 1900 census (with an increase from 32,052 in 1890
to 63,592 in 1900) which was maintained with a very
slight increase in 1910, was due, as we all know, to un-
precedented gold strikes. The influx of gold seekers was
obviously destined fo be temporary, and was so proved
by a 14.5'% decrease in population in 1920, only half of
which was recovered by 1930. Moreover, during these
changes of population, what gains there were, were
spotty and irregular. Now for the first time we can
see the steady, long-pull continuing growth of Alaska
in full swing. Interesting confirmatory data secured
from our Registrar of Vital Statistics show that Alaska’s
birth rate, both actual, and net—the net being the dif-
lerence between births and deaths—is steadily increas-
ing. For three successive years our birth rate both
actual and net has achieved new highs. 'The births for
1938, 1939, and 1940 are, respectively, 1,930, 1,963, 2,118,

It is important to emphasize again that all this in-
crease took place before the advent of national defense.
Now there are many important aspects to the inclusion
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of Alaska in our national defense program, but I wish
for the moment to stress some of the economic impli-
cations. The establishment of large bases at Sitka,
Kodiak, Anchorage, Fairbanks, at Dutch Harbor, and of
supplementary establishments near Ketchikan, Yaku-
tat, Nome and at other places as yet undesignated, the
development of numerous air fields in between—and all
the many other by-products and development growing
out of the defense activities—these signify a new and
tremendously important factor in securing the perman-
ence and the future of the Territory of Alaska,

It has been evident, to those who have given thought
to that future, that the economy of Alaska, as hitherto
constituted, has rested none too securely on just two
industries, its two major industries—gold mining and
salmon fisheries. Invaluable and important—and in-
deed indispensable—to the economic welfare of the Ter-
ritory as these are, it must be evident that no community
is wholly secure whose economic eggs are, so to speak, in
just two baskets. Should any possible unforeseen train
of events seriously impair either of these major indus-
tries, the consequences to the economy of the Territory,
to the well-being of its citizens who directly or indirectly
secure their livelihood through these industries, would
be serious. Il has, consequently, been desirable to de-
velop additional economic props, to diversify our in-
dustries, to add as many different kinds of industrial
and mercantile pursuits and activities as possible. It
would be the task of statesmanship, of Territorial plan-
ning, to search for these new fields of effort. My im-
mediate predecessor, the esteemed and beloved John
Troy. in both his 1935 and 1937 messages, urged that
the Territory ought in every possible way to encour-
age tourist travel, pointing out that it was a constantly
growing and profitable industry which could bring much
more money into the Territory, and citing what other
states were doing to develop this great new potential
asset, I will not digress at this moment to discuss the
potential tourist industry in detail, although I strongly
believe in its possibilities and might point out the inter-
esting analogy in our other Pacific territory, Hawaii,
where tourism developed in the last twenty years, is now
a third major industry, coming after sugar and pine-
apples. The point is, that a third economic prop (or
an additional economic prop) as it were, has come to the
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Territory through the defense program, furnishing new
opportunities of the most varied kind. It affects Alaska
differently, and in many respects more favorably than
most of the States, since it ereates activities that did
not exist here before, means more population, more con-
struction, more transportation, more commerce, more
employment, and the increased use of many products
and services here. I need not belabor this point except
to state that the full implications of this program have
not vet been sensed and only the very beginnings there-
of fell.

For it must be clear that concomitantly with the
defense program many other important improvements,
for which we have been striving for some years, have
come or are coming. They are coming partly in connec-
tion with the defense, partly because their time had nat-
urally arrived, partly because the continued effort to-
ward securing these desirable things for Alaska has fin-
ally begun to bear fruit. They include the linking of
Alaska by regular commercial air transportation with
the rest of the United States and the world. Along with
it are coming tremendously improved air communica-
tions within the Territory, Three million dollars out of
the $40,000,000 nation-wide CAA airport program is
about to be expended in Alaska. Great new land air-
ports have been begun or are ahbout to be begun at
Ketchikan, Juneau, Cordova, Anchorage, Kodiak, Fair-
banks, Nome, Kotzebue. Emergency fields in between
and modern aids to navigation—which our pioneering
Alagka aviators who blazed the sky trails did without—
will annihilate time and space in this vast Territory.
New highways will be built, highways which, apart from
their military value, will be indispensable to the economic
development, prosperity and further growth of our Ter-
ritory. There will be further harbor improvements, ad-
ditional aids to marine navigation, beneficial to our
fishermen and our sea-borne commerce, and to all those
directly and indirectly dependent upon it.

It is of course true that our growth in population
brings with it certain problems. With these problems
it will be our duty to grapple. But it should be an
agreeable as well as a challenging assignment. For,
fortunately, we are dealing here with problems of pros-
perity, not with problems of adversity. We face the
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inspiring task of putting together constructively the
new assets which have come to us, not a few of them
without effort on the part of Alaskans. To incorporate
these new materials into a better and more enduring
structure, to build for a greater, more prosperous, more
self-sufficient, more nearly self-sustaining Alaska—that
is our responsibility, I believe that the time has never
been more ripe nor the moment more opportune than
now, as we move into the fifth decade of the twentieth
century. Within the next biennium (next year indeed)
we shall have passed the 75th anniversary of the great
purchase. Three-quarters of a century will have elapsed
since William Seward established his place in history’s
role of fame by bringing Russian-America under the
Stars and Stripes.

Alaska’s history under the American flag falls into
two periods. First the generation from the purchase
in 1867 to the closing years of the century. During
that period, Alaska lay empty, dormant, undeveloped.
Its population, almost wholly native, was stationary.
This was the era of governmental neglect. The rest of
America was too busy settling the West to concern itself
with its vast unknown Northwestern empire—Alaska.

The great gold strikes in the Klondike, the Yukon
Basin and Nome ushered in the second period. A rush
of prospectors came to the Territory, each hoping to
make his pile quickly. Alaska was viewed by the over-
whelming majority of them as a place in which to get
rich over night and then to retire from,

They were a hardy race of men. They wrote a great
chapter in the American epic—the final chapter per-
haps of the Westward march of the pioneer. To their
struggles, their privations, their dogged persistence, we
owe the opening up of Alaska. But certainly, few if
any of them planned to settle here. What they won
through their physical efforts, enterprise and luck, they
hoped to take “outside” with them. This expectation
has to a considerable extent been that of Alaska’s second
generation. Such an attitude clearly was not conduc-
ive to permanence, to the improvement of environment,
to the founding of homes. However, as mining continu-
ed and improved its methods of extraction, many stayed
on. Some earlier communities vanished; some dwind-
led; some grew. Meanwhile the fisheries, with a some-
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what different but in some ways similar kind of pion-
eering, developed into big business, largely financed,
directed and manned from “below.” 1In the last decade
has come, in part through normal development, in part
through governmental activity, a new stability, evidenced
py the population growth to which reference has been
made. Today a third generation has begun—a third
generation, Alaska-born and bred, which has no senti-
mental ties with the states “outside,” a third generation
which knows only Alaska and loves Alaska, a third gen-
eration which wishes and expects to stay here, to found
homes here, to bring up its children here. It is to this
third, this present, this growing generation, which holds
the hope and future of Alaska, that we must dedicate
our attention and our efforts.

For it must be clear that today still far too much
survives in Alaska of the earlier practice of take-it-all-
out. take-it-down-below, leave-as-little-as-possible, spend-
nothing-in-Alaska.

Indeed, the most serious defect in our Alaska eco-
nomic and social structure is just that. Too much go-
ing out. Not enough staying here. This is not said in
any critical spirit. It is the natural consequence of con-
ditions which existed and which to a considerable de-
gree have persisted. Absenteeism is a natural product
of circumstances which surrounded the earlier history
of a ferritory which freely offered to the world for the
taking vast stores of natural resources in earth and sea.
We like to boast in retrospect how wise old Bill Seward
was and how in exchange for the $7,200,000 he paid for
the Territory, it has poured two billion dollars’ worth
of fisheries, minerals and furs into the nation’s economy.
Quite true. It was a wonderful buy. Alaska has en-
riched the nation. But it has done relatively little
for itself, The time has come when an increasing
proportion of that wealth should be kept in Alaska
for the further development, progress, and improvement
of Alaska and the Alaskans. That is the fundamental
issue which faces us here today. That is the challenge
which we should meet.

The time has come, in short, when Alaska should
move as rapidly as it can with soundness and safety
toward building up this Territory as a place of perman-
ent abode, as a community of more and better homes,
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as an American community increasingly self-reliant, in-
creasingly self-governing, increasingly supplied with
those necessities and conveniences of modern life which
we like to believe are an integral part of the American
standard of living. This is no selfish program. This
is no narrowly exclusive policy. It is, however, an ef-
fort to realize for Alaska a new era in which Alaska
shall be less and less a mining camp or a cannery camp
to which thousands come seasonally to extract what
they can and take it all “down helow.” It is time for
us to exhibit a greater and a more enlightened self-
interest in terms of the people of Alaska. And when I
say the people of Alaska, I mean those who want to
live here and stay here and create here and build here.
Our task is to speed the permanent establishment in
Alaska of the American hreed of home-seekers and home-
builders. For it must be apparent that it is people pri-
marily who make a nation or part of a nation, that it
is their character and their joint purpose in building
a society which makes a community, The mountains
and the streams running [rom them which store the
great mineral wealth that has been, is being, and will
be taken outf, and the rivers and seas which hold the
great marine wealth which has been, is being, and will
be taken out—these by themselves do not constitute
Alaska, It is the people who come and make their
livelihood and settle, establish the American principles
of self-government and the ideals of a democratic society
on the basis of the products which they develop—they

constitute the Alaska to which we should dedicate our
efforts.

Alaska, entering its third generation; hitling its
stride in a genuine growth of population; no longer a
distant and inaccessible Territory; linked by air to the
nation; incorporated in the system of national defense;
defense for all the ideals and principles which we Amer-
icans hold dear—this Alaska should now aim to secure
for itself those things which hitherto it has lacked, those
things which are its right and privilege to obtain, those
things which will make its life fuller, more nearly com-
plete, more in accord with what other, older, American
communities throughout this great land of ours have
largely achieved.

What do we need?
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preasury Balance

our treasury shows a net cash balance on Decem-
per 21 of $637,436.91. This is a good showing. It is,
{o be sure, some $240,000 less than the balance of two
oars ago reported to the last legislature, but it is sub-
stantially larger than the balances of 1936, 1934, and

1932.
Deficits

However, some deficits have been incurred—-the Ter-
ritorial Treasurer estimates that $20,000 will be needed
for hair seal bounties in excess of the $60,000 appropri-
ated for that bounty by the last legislature. There like-
wise i¢ a deficiency of $60,000 conditional upon the leg-
islature’'s approval, incurred by the Department: of Pub-
lic Welfare for those unfortunate indigent Alaskans suf-
fering ifrom tuberculosis or other serious diseases, hos-
pitalized in sanatoria in Alaska or in the States. The
Board of Public Welfare faced the alternative last May
of suddenly removing these unfortunates from the san-
atoria and hospitals or asking those institutions to carry
the patients on ecredit until the matter could be presented
to the next legislature. Likewise it should be recalled
that, fearing an empty treasury and exercising proper
prudence, the Board of Administration temporarily res-
cinded some $200,000 of the allocations for roads and
trails, and one or two other projects authorized by the
last legislature, but for which funds were not surely
in hand. The determination as to the reallotment of
these funds is a matter for this legislature to decide.
It should, however, be noted that if appropriations had
been made to cover the requirements for hair seal boun-
ties, hospitalized indigents, and to carry out safely the
last legislature’s wishes for roads and other projects
we should now have a balance of $357,436, the lowest on
record since 1933.

Increases for Regular Departments

As for the requirements for the next biennium, the
regular departments of the government show increased
requirements amounting to about $600,000. The chief
items in this increase are some $42,100 for schools and
for the office of the Commissioner of Education request-
ed by the Board of Education; $56,650 for the running
expenses of the University of Alaska; $160,000 for Old
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Age Assistance; $6,000 for Mothers’' Allowances; $48,000
for administration for the Department of Public Wel-
fare; $28,700 for the Pioneers’ Home, including both
Sitka and Goddard, and various lesser items.

Decreases

There are some decreases. No request has been
made by the Board of the Budget for eagle bounties, a
matter of $10,000, or for Dolly Varden trout bounties,
$25,000. The Territorial Highway Engineer has decreas-
ed his request substantially, for reasons set forth in his
biennial report which I commend to your attention.

National Guard Armories

There are other needs. Last July four companies
of National Guard were formally authorized for Alaska.
Last spring while Congress was in session, in anticipa-
tion of this authorization, every effort was made to se-
cure federal funds for construction of the armories which
are required by federal regulations. The estimated cost
of these four armories in Alaska was $600,000. Delegate
Dimond and I personally sought the assistance of the
War Department for legislation from Congress to secure
funds for these armories. However, it has been the es-
tablished policy of the War Department not to appro-
priate money for armories and to consider that a respon-
sibility of the states and ferritories. War Department
officials further pointed out that in the coming year
some $25,000,000 would be expended on national defense
in the Territory of Alaska, and that under the circum-
stances the precedent that had been established should
not be waived and the funds should come from the Ter-
ritory. The Ilegislature was not then in session and
there was no authority to commit it to any expenditures.
Nevertheless, in the face of the national emergency, it
was unthinkable that Alaska would not do its part—
and do at least a part of what the other territories,
Hawaii and Puerlo Rico, had done much earlier and on
a larger scale. The sum involved is substantial. Never-
theless, T shall ask this legislature to appropriate that
amount for the four armories in question. These arm-
ories will be of great social value beyond the defense
purposes for which they are required. For National
Guard needs, the federal requirements are merely for a
building of certain floor dimensions which must be ab-
solutely fire-proof and burglar-proof so as to permit the
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gafe storage and custody of arms, ammunition and other
equipment provided by the federal government. The
actual military use of the armory is relatively limited—
an average of one night a week for drill But these
structures can be used for community purposes and
they respond to a basic need in our Alaska life. One of
the great problems which it is our duty to face here and
throughout the Territory is that of our youth. Alaska
communities do not at present provide adequate recrea-
tional facilities for their youngsters during the long
winter months. The intensive use that is made of such
few facilities as there are, such as the gymnasiums in
the high schools, where they exist (and wherever they
exist they are seldom sufficient) is an evidence of the
great need of such additional facilities. In the absence
of these sorely needed opportunities for exercise and
play, youngsters drift into undesirable places. I know
of no greater responsibility that Alaska faces than to
provide adequate facilities for exercise and healthful re-
creation for this growing generation of youngsters. 1
know of no way in which our funds can be expended
more fruitfully. It is an investment in good citizenship,
in public health, in community morality, in American-
ism. These armories would six nights and seven days in
the week, offer facilities for basketball, volleyball, hand-
ball, for a great variety of games, the physical facilities
for which are now lacking.

The desires of our four largest cities to which these
National Guard units have been allocated are not nec-
essarily the same. It is my suggestion that the sum of
$150,000 for an armaory in each of them be appropriated,
giving each community the opportunity to modify and
to add to the armory plans so as to furnish such spe-
cial recreational facilities, such use of the building as
a civie center, as each city desires. The people of Ket-
chikan have offered fo contribute some $25,000 addi-
tional or maybe more, if necessary, so that their armory
may contain the variety of facilities which that city
feels are badly needed.

Federal and Territorial Building

In Juneau, while the recreational needs are fully
as great as anywhere in the Territory, we have also an-
other problem confronting us which is not merely local
—the shortage of office space for the steadily increas-
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ing and expanding federal and territorial agencies. When
the present Federal and Territorial building was com-
pleted, it was destined before long to be overcrowded,
three years later a new wing to house the additional
personnel was deemed necessary. Plans for such a wing
were drawn, and steps taken to see whether an addi-
tional federal appropriation could not be secured for that
purpose, but these efforts proved unavailing. Mean-
while the congestion increased still further, new agencies
came into existence—a situation only slightly relieved
by the expenditure of $20,000 for a small Territorial
building. Still other governmental agencies are com-
ing into being and existing agencies are further expand-
ing so that before long another building of almost the
capacity of the present federal and territorial buildings
will be required: at this moment half again as much of-
fice space as we now have is imperative. Some federal
and Territorial agencies are scattered throughout the
city in rented space. It has been suggested that a new
building could include the armory, the necessary gov-
ernmental offices, the territorial museum and library,
which has likewise outgrown its present quarters; and
possibly by arrangement with the Juneau municipal au-
thorities, based on a proportionate division of costs,
provide adequate quarters for the municipality which
are now lacking. I urge fthe legislature to give this
matter the fullest consideration.

Territorial Museum

In connection with the territorial museum, I would
like here to quote from the report made by the Alaska
Historical Library and Museum Commission—consisting,
as you know, of the Treasurer of the Territory, the Au-
ditor, the Attorney General, the Commissioner of Edu-
cation, a member of the Historical Society, who is Dr.
J, P. Anderson, and the Governor, because I am in com-
plete accord with that recommendation. I quote:

“The Library and Museum has never had
the financial support from the Territory that
its importance demands. Funds appropriated
for its support have been barely sufficient for
its maintenance. It has remained almost stag-
nant at a time when there should have been a
rapid growth, in keeping with other Territorial
institutions and the increase of the Territory
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in population and importance. Every year large
quantities of material of historical, ethnological
and other scientific value are shipped out of the
Territory to enlarge the institutions of the
States. Some of this material is simply price-
less and can never be duplicated. If Alaska is
to have a museum of which the Territory can
continue to be proud it is imperative that much
of this material be retained here. To do so re-
quires more liberal appropriations than we have
had in the recent past. Thousands of dollars
have been appropriated for temporary and trans-
ient objectives while the Library and Museum
was being cramped for funds and its growth
all but checked. Pieces purchased for the Lib-
rary and Museum not only retain their value
but become more valuable as Lime goes by.
The time to act is now before many kinds of
valuable material are too badly depleted.

“In this connection we wish to call atten-
tion to the Wickersham Library. This is one of
the very best reference libraries dealing with the
history of Alaska and of the times and nations
concerned in its discovery and development. In
this respect few if any libraries in the world
surpass it in value. It would be a shame and
a crime to let this valuable collection leave the
Territory if it could be prevented by any reas-
onable means. We recommend that library he
acquired for the Territory should it be avail-
able at o fair appraised value.

“The Commission also considers it very de-
sirable that several of the famous paintings of
Alaskan scenes by the late Sydney Laurence be
acquired. Paintings by other artists depict-
ing native races and some of their fast passing
customs are of great historic value and should
be acquired for the Museum .

“The past several Legislatures have appro-
priated $200.00 per biennium for the purchase
of rare books with no funds whatsoever for
purchase of other books and specimens. This
is the chief reason for the lack of normal ex-
pansion. We recommend that the sum of $5,-
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000.00, at the very least, be appropriated for
the coming biennium for the purchase of books,
pictures and specimens and for the hire of extra
temporary help, especially during the tourist

That is the end of the guotation. I would like to
add my belief that the late Sydney Laurence was not
merely a great painter but that his stature will increase
as time goes on and that his hundreds of paintings—so
many of them the prize possession of an Alaskan home
—form a unique scenic and cultural record of Alaska.
Man does not live by bread alone. And while the recom-
mendation of the Museum Commission, if accepted by
the legislature, would provide some $5.,000 during the
next two years instead of $200 for the purchase of books,
specimens, paintings, etc., I would like to urge specif-
ically that the legislature in the first session after Mr.
Laurence’s death authorize in whatever form seems most
desirable the acquisition by and for the Territory of not
fewer than six Sydney Laurence paintings, thee2 six to
represent what appear to me the six chief themes of
which the late Sydney Laurence was so fond and which
he pictured so inimitably: a Mount McKinley; one of
the “Off to the Potlach” paintings; a marine (for Syd-
ney Laurence was unique in that he was a great painter
of seascapes as well as of landscapes); a scene typical
of the Alaska frontier, showing perhaps a food cache, a
trapper's cabin or a prospector in action; one of his
winter scenes in which one can fairly feel a tempera-
ture of 50 degrees below; a scene of native life such as

In this connection I feel confident that if the leg-
islature makes this start and provides an appropriate
place where these paintings may be exhibited, the col-
lection will grow without further expense. One long-
time resident of Alaska has assured me that he would
leave his notable collection ef Sydney Laurence paintings
to the Territory if the Territory provided a suitable and
safe place where the public could see them: and later
he added that he would do this before his death if and
when such a place were provided. I need not point out
that the cost of acquiring the six type pictures to which
I have referred is really negligible when one considers
what is involved, and that there has been and ever will
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University of Alaska

The University of Alaska has made a request for
new buildings and equipment amounting to $386,500.
If there is one institution of which the Territory may
rightly be proud, it is the University of Alaska. No other
agency has pioneered so usefully in the very direction
inn which I believe we should now be headed—the direc-
tion of furnishing adequate educational opportunities
for Alaska youth and of making the Territory increas-
ingly self-reliant and self-dependent. But for the Uni-
versity of Alaska, many of our boys and girls would
have been denied the opportunity for a higher educa-
tion and for the technical training which it has sup-
plied. My contact with other colleges and particular-
v with the other territorial universities—in Hawaii and
puerto Rico—has led to the conclusion that our un-
pretentious institution on the hill at College is of the
most practical usefulness, completely integrated with
the needs of the Territory, adapted, as far as funds to
date have permitted, to serving Alaska's special needs.
Moreover, I know of no one who has been able to make
a dollar go further than its president, Dr. Charles E.
Bunnell. The requests now made by the president and
trustees for new buildings and equipment are in re-
sponse to the demand and desire of Alaska young men
and women to attend our University which cannot now
accommodate all who want to go there unless these
additional facilities are granted. 1 sincerely hope that
the legislature will not hesitate to appropriate for this
construction.

Vocational Education

There is another aspect of our educational problem
that I would like to stress at this time. Alone among
the states and territories of the Union, Alaska today
does next to nothing in the important field of voca-
tional training. Back in 1934, under new federal legis-
lation, a program was devised by which the federal gov-
ernment would match dollar for dollar the funds pro-
vided by a territory and state for vocational education.
In the 1935 legislature, $30,000 was appropriated, fed-
eral funds in like amount were thereupon allocated, and
the program was launched. Like many new undertak-
ings in their initial stages, it was not altogether suc-
cessful; there were grounds for criticism of the federal-
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territorial set-up and upon recommendation of the
Board of Education the territorial appropriation was not
made again by the 1937 and 1939 legislatures, and of
course the federal contribution likewise lapsed. I have
no hesitation in saying that the set-up of those early days
left much to be desired, and that the fullest benefit from
the federal funds was unquestionably not secured, part-
ly indeed because of the very special conditions which
exist in Alaska with our widely scattered and relatively
small communities. However, since that time, vocation-
al education — training the youngster for a trade or
craft, equipping him in a practical manner to earn his
livelihood, giving him a fair start in the world with
technical skills—has gained immense headway. Voca-
tional education has spread tremendously in the last
three or four years, and it is no longer right that Alaska
boys and girls should be denied these opportunities. It
has been especially noticeable in the last year when the
Governor’s Office was making an intensive effort to se-
cure the employment of Alaskang, particularly on the
new federal construction projects, that many a boy
would have been assured of an excellent job at high
wages had he possessed even a moderate degree of skill
as a carpenter, in any of the building trades, or in one
of several forms of mechanics. There is today and will
increasingly be throughout America a shortage of skill-
ed workers. Every state in the Union is now heavily
engaged in providing its young people with this type of
education in addition to the older classical instruction.
Alaska should not do less.

However, it is desirable that the program be intel-
ligently adapted to Alaska's special requirements. I
have discussed this matter with several members of
the Board of Education and found them open minded
and receptive concerning the newer needs for such train-
ing. It is my belief that industrial schools, specializ-
ing in the particular fields that offer good prospects for
employment—the building trades, engine and machine
shop work, navigation, radio operation—should be es-
tablished, and that vocational or industrial training be
re-introduced in a practical and useful way appropriate
to our special conditions and needs. I hope that the
Board of Education at its meeting here in February
will devote itself to this problem and in conjunction
with the legislature make a tangible beginning in this
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rield. It is no longer fair to our boys and girls to limit
them to the old-fashioned type of academic education,
which, whatever its merits (and I do not decry it) in
the case of so many of them who cannot afford to go
higher and are not particularly adapted to book learn-
ing, equips them to do nothing well. A feeling in South-
eastern Alaska which has been expressed to me is that
the University, for geographical reasons, serves that part
of the Territory less than it does western Alaska. It
might be well for this new industrial and vocational
schooling which has been discussed in connection with
the possible establishment of junior colleges to be in-
cluded in the work of the University by the establish-
ment of a southern hranch or branches.

The University now conducts extension courses
throughout the Territory. Some ftraining in fisheries
and in fur farming is contemplated for its students at
the new Fisheries Products Laboratory in Ketchikan and
the Experimental Fur Farm near Petersburg—both of
these joint federal and territorial undertakings, T see
no reason why, as in some states of the Union, the state
university—here the territorial university—cannot be
expanded by means of branches in different parts of
the Territory in order to serve our widely scattered areas
more effectively. It is clear that some subjects can be
more effectively taught in one section than in another,
If the interior of Alaska is ideal for instruction in min-
ing then the coast is certainly indicated as the region
in which to teach occupations related fo the sea.

Summarizing, I feel that nothing is second in im-
portance to the furnishing of opportunities of every var-
iety—educational, technical, recreational, mental, phys-
ical and spiritual—for our growing generation of Alaskan
boys and girls. We want to make sure that they stay
here and find in Alaska those things, those opportuni-
tiee and incentives which will automatically lead to their
staying here.

Pioneers’ Home

No more uniquely Alaskan institution exists than
the Pioneers’ Home. It is there that the veterans of
the conquest of the Alaskan wilderness receive, in their
declining years, the care, security, and support which
the Territory has rightly felt was their due. During
the past biennium the Pioneers’ Home has cared for a
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daily average of between 180 and 190 men. Of these
some 20 have been domiciled at Goddard. There has
been a constant waiting list of between 30 and 40 men.

Worthy and qualified applicants have sometimes
had to wait a year before admission, and many have had
to wait six months, often thereby undergoing consider-
able mental and physical distress, which we surely should
try to relieve.

In an effort to alleviate the situation, even if tem-
porarily, the 1939 legislature purchased Goddard Hot
Springs for $20,000, and made a further appropriation
of $20,000 “for necessary repairs and improvements to
the buildings and grounds ancl for operation and main-
tenance costs for the next biennium.” Superintendent
Eiler Hansen in his biennial report declares that acqui-
sition by the Territory of Goddard Hot Springs was
essentially that of the land only; that the main building
is an old delapidated frame structure the upkeep of
which is progressively expensive; that such equipment
as has not already been junked will have to be replaced
within a brief time; that the dock is in need of repairs;
that the fresh water system should be repiped and prop-
erly dammed. It is a serious fire hazard.

Coupled with the need of expensive repairs and re-
placements Superintendent Hansen believes, based on
his two years' experience with Goddard, that it is too
small a unit to operate economically. His report reveals
that whereas the average daily maintenance cost at Sitka
is $1.24, at Goddard it is $1.87; at Sitka the daily food
cost is $ .25, at Goddard it is $§ .51—differentials, re-
spectively, in mainfenance and food costs, of 517 and
1047;,. These facts and figures are sufficiently start-
ling to call to the legislature’s special attention. The
Board of Trustees of the Pioneers’ Home recommends
that in relation to the annual visit of the legislature’s
committee tc Sitka, this visit e made early in the ses-
sion so that the whole important problem may have
full study and careful consideration in time for reas-
oned and well-deliberated action. This investigation
should include an estimate of the total cost of rehabili-
tating the existing structures at Goddard, rendering
them fire-proof, plus the added costs of maintenance
and operation. The legislators could then weigh these
costs of rehabilitation plus the higher costs of mainte-
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nance and operation against Superintendent Hansen's
recommendation to abandon Goddard, and to build an
annex at Sitka connected with the present Pioneers’
Home sufficiently large to eliminate the constant and
growing waiting list. The cost of the proposed annex
is §175.000. Likewise there are no funds for the trans-
portation of pioneers from different parts of Alaska to
the Home. An opinion from the Attorney General in-
dicates that funds appropriated for the operation and
maintenance of the Pioneers’ Home are not available
for the transportation of Pioneers. Since April 1, 1939,
the funds for their transportation and maintenance en
route have come from the Relief of Destitution fund of
the Department of Public Welfare, the total cost in these
91 months for 95 pioneers being $3,765. An appropria-
tion of $4.500 for the next biennium would therefore
appear sufficient for that purpose.

Need for Additional Revnue

1t seems obvious that even with the determination
to hew to the line for efficient and economical admin-
istration, more revenues will be required in the next bien-
nium and henceforth. “Economy,” a favorite and use-
ful watchword, and one I thoroughly endorse, does not
mean how much you save but how much value you get
for what you spend. The farmer who tries to raise
crops from his field without ever using any fertilizer
is not economical. Nor is he fore-sighted or intelligent.
We cannot expect to reap a good harvest in any field
of human activity unless we are willing and ready to
plow back substantially into the soil of our endeavor,
Nor is it to be expected here in Alaska that with an in-
crease in population as substantial as that which has
come to us—an increase which has only barely begun—
we should not expect to appropriate more money to take
care of the increased needs of an increased and further
increasing population. If we are wise, we shall be able
to profit immensely by this bonanza which has come
and is continuing to come to us in the shape of more
people and more activities. As I have said before, the
growth of population has created new problems which
it is necessary to meet. Present facilities, in school ac-
commodations, in communications, in public utilities,
In housing, in public health, in roads, in many other
ways which possibly were adequate for a population of
fifty-odd thousand are not adequate for a population of
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over 80,000. That is what our population will be before
the end of this year, and from that point it will move
rapidly higher.

I know that there are those who will be inclined to
say:

“Let the federal government do it, We are a rela-
tively small number of people. We can't afford to do
this, that, and the other thing. Also we are a Territory,
and therefore a sort of a ward of the federal govern-
ment. If Uncle Sam wants to include us in the nation-
al defense program, let Uncle Sam pay all the bills.”

I am convinced that this is not the spirit in which
we want to tackle our problems nor is it, I feel, the true
Alaska spirit. Permit me, also, to point out what per-
haps is not fully realized by everyone—that the Federal
Government, particularly in the last eight years, has
been more than generous with the Territory of Alaska.
(That does not mean that 1 shall not make every effort,
and that we should all not do our utmost, to continue
to secure all federal appropriations possible wherever it
is fair and reasonable to try to secure them.) But let
us review what the federal contributions to Alaska have
been under this administration. Up to the end of 1940
the Work Projects Administration had spent $6,962,777.
The Public Works Administration had spent a tofal of
$5,426,652. Their predecessors, the FERA and the CWA,
spent respectively $4,047,000 and $502,000, a total for
those four special agencies of $17,485,860. I want to
say, in passing, without any thought of political empha-
sis but merely as a reasoned observation, that the com-
bination of the New Deal administration, with Tony Di-
mond on the job, early and late, in Washington, has
proved beneficial to Alaska to a degree that could scarce-
ly have been dreamt of or anticipated eight years ago.
And I want to add this personal note that I believe that
only one who has seen Delegate Dimond in action day
in and day out in the Committee rooms of Congress, on
the floor of the House of Representatives and over in
the Senate Chamber and in the countless offices of the
numerous Departments, agencies and bureaus in Wash-
ington can appreciate how invaluable and how match-
less his service to Alaska has been. Apart from the
seventeen million dollars distributed by these four agen-
cies above mentioned, let us note such new Federal con-
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tributions as $2,904,000 spent in the last year in the
installation of radio beam stations and air fields by the
Civil Aeronautics Administration, plus the recent allo-
cation of $3,000,000 for major airports to be constructed
this year. Incidental to the past year's construction,
the Civil Aeronautics Administration has accepted the
transfer from the Alaska Aeronauties and Communica-
tions Commission of six radio communication systems,
namely Nome, Fairbanks, Anchorage, Cordova, Juneau,
Ketehikan, and the beam station at Gravina Island, ef-
fecting an annual saving henceforth to the Territory of
$60,000 for their operation and maintenance.

Besides, most of the regular services of the federal
government in Alaska have substantially increased their
appropriations for the Territory. In the last eight years,
the Army Engineers alone have expended in Alaska $1,-
717,294 on river and harbor projects which included the
development of small boat harbors, or harbor improve-
ments, in Ketchikan, Wrangell, Petersburg, Sitka, Ju-
neau, Skagway, Cordova, Valdez, Nome and $643,620 on
flood control projects chiefly in Seward and Fairbanks,
a total of over two million and a quarter dollars in the
Territory. In Nome, the Army Engineers continue to
spend money for dredging, having made their single
largest expenditure there, $404,008 in the last eight years,
which brings up the total federal expenditures since
the beginning of thal project to $822585—quite a sum.
It is not necessary for me to go through the various fed-
eral appropriations to prove my point. Of course we
expect the federal agencies which are common to the
whole United States to serve Alaska as they do any other
area, but I do wish to emphasize that the Federal Gov-
ermment has by and large done ifs part. Take the
Weather Bureau for instance: ils appropriation 12 years
apo was $21,960 for Alaska. In 1932 it was $39,203. In
1840 it was $123,5628 and in 1941—this year it will be
$292,500—fourteen times what it was 12 years ago, nine
times what it was eight years ago. Similarly, the ap-
propriation for the Office of Indian Affairs in Alaska
for 1940 is over double what it was in 1930. For 1941
it reaches a new all-time high, with $1,508,000. Since
this honorable body last met fhis Federal agency has
taken over seventeen rural schools formerly operated
and maintained by the Territory, thus saving us annual-
ly the sum of $73,000. The United States Forest Ser-
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vice expenditures in Alaska last year were over five times
what they were eight years ago, $172,684 in 1933 as
against $928,807 in 1940,

We have not always gotten from Washington every-
thing we have asked for. It is certainly no secret that
we have battled unceasingly, and al times effectively,
and shall continue to see that Alaska gets its rightful
share of various appropriations, including public roads
monies. However, let us grant that, all things consid-
ered, the Federal Government in the last eight vears
has treated Alaska handsomely. And so, when needs
arise here for which Federal funds are not obtainable,
it seems to me that it should be our duty as well as our
pleasure to do these things for ourselves.

I have been impressed, in reading through the mes-
sages of my predecessors to the legislature and their
annual reports, by the uniformity with which they have
urged a greater extension of powers to the Territory—
a fuller form of Territorial government. In his first
message to the first legislature back in 1913, Governor
Walter Clark so urged, and in his last report to the
Department of Interior, last year, Governor Troy so
urged. With this desire T am in complete sympathy
and in complefe accord; T wish to do everything in my
power to speed the advent of the fullest amount of Ter-
ritorial control of Territorial affairs and of the fullest
amount of Territorial self-government. But I submit
that the first steps necessary in that direction and the
simplest and most direct way of achieving that desir-
able objective is: first, to make use of such powers as
Congress has granted us; second, to stand more and
more on our own feet; and third, to show that when
the occasion arises we are able to reach out in good old
pioneer fashion, and secure for ourselves, by our own
efforts, what we need and what we ought to have. That
is the way to establish our independence from such re-
mote controls as we may consider distasteful or objec-
tionable and no longer justified.

Taxation Studies

That we can afford these things and a great many
more which our various communities need and seek is
beyond controversy. Over two years ago, long before
I had any thought that I should be honored with ap-
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pointment to the Governorship, my predecessor, Gover-
nor Troy, requested the Alaska Planning Conncil to
undertake a survey of taxation in Alaska. This was
done and a most excellent preliminary study compris-
ing 94 printed pages was issued in the late fall of 1938.

The Territory was fortunate in securing the services
of Mr. James C. Rettie, planning technician of the Na-
tional Resources Planning Board, attached to the Pacific
Northwest Planning Commission in Portland. That
first publication has been available, and I think that
most of you have had the opportunity to read it. The
investigation continued and a second publication, pre-
pared by the staff and approved by the whole Planning
Council was issued last month. It was evident to Gov-
ernor Troy, and to earlier Governors, as their messages
reveal, that such tax legislation as the Territory had
gradually accumulated in its statutes was deficient in
various respects in which a tax structure should be
adequate, and that we should be fully informed on this
subject so as to be able to meet any exigencies that might
arise.

Believing that the more information we could have
on this vital subject the better, and that several views
were better than one, T asked the U. S. Treasury Depart-
ment to lend an expert to make a study of Alaskan tax-
ation. The Secretary of the Treasury delegated Mr.
Frederick C. Lusk, Assistant Legislative Counsel of the
Treasury Department, one of the Treasury Department’s
experts on tax matters, and one of its draftsmen on
revenue bills. He came to the Territory last spring,
and spent over two months here, following a careful
study of our tax legislation in Washington and continu-
ing that study after he returned.

Mr. Lusk has submitted recently a lengthy and com-
prehensive report of which I am having several copies
made and which will shortly be available to members
of the legislature or anyone else interested. There have
been other studies by qualified tax experts. In a num-
ber of states, tax surveys have been made at consider-
able expense to the state involved. Alaska has been
more fortunate in having several competent studies
made and now available without expense to the Terri-
tory itself,
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Present Tax System

Even though the Territory were without need of
revenue in addition to that which now comes into the
treasury, the unanimous opinion of all those who have
studied Alaska’s tax systemm—opinions arrived at wholly
independently—is that Alaska’s system of tax laws is
a patchwork, the complete overhaul of which is over-
due. In 1939 almost three-quarters of the Territorial
reveriues were derived from direct taxes upon the fish-
ing and mining industries. These taxes being based
almost wholly upon gross value of the product or upon
the number of units produced, the Territorial revenues
fall and rise with the annual variations in the salmon
pack and the mineral output. Alone among all Amer-
ican states, territories and possessions, Alaska levies no
tax for Territorial purposes on land or other property.
While most professions and some business enlerprises
are licensed for revenue purposes, many of our citizens
conduct profitable business enterprises in the Territory
and contribute either nothing at all or a mere $5 poll
tax to maintain the Territorial government under which
they live and successfully pursue these activities. Even
where the present laws do affect them, the methods pro-
videcl by our present statutes in determining the amounts
which each contributes lack scientific foundation. All
experts agree that apart from its inequities, the revenue
secured by the existing tax system is between a third
and a quarter of the amount which could readily be
secured from taxable sources, without the imposition of
faxes unduly burdensome, and without going beyond
accepted and reasonable tax practice and rates as estab-
lished elsewhere throughout the Union—in other words,
that Alaska could easily, and without impairing its busi-
ness activity or growth, raise from three to four times
its present tax revenue, if that revenue were desired.

Revision of Tax Laws Recommended

A program of revision of the tax laws is therefore
recommended for the following general purposes: (1)
to provide an equitable tax system which will distribute
the burden fairly and in proportion to the ability to
pay; (2) to insure a dependable flow of revenue inde-
pendent of fluctuations which at present greatly vary
the expected income of the Territory; (3) to eliminate
some of the injustices and inequalities which now exist;
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4) to diminish some of the ev@ls which havc_ been allow-
od to develop as the result of not controlling our ab-
senteeism sufficiently; (5) to rid Alaska businesses and

rofessions of the so-called nuisance taxes which, while
contributing no substantial revenue to the Treasury,
are a constant source of annoyance and irritation to
those affected; (6) to raise more revenue.

I propose three basic taxes: a personal net income
tax, a corporation net income tax, and a general property

tax.

pPersonal Income Tax

The income tax principle is in my judgment the
soundest of all tax principles. It is based upon ability
to pay. It taxes those who can afford to pay in pro-
portion to their ability to do so, and not otherwise. The
taxes proposed should be and can be moderate.

One of the greatest problems, one of those unfavor-
able aspects of absenteeism which we should control, is
the vast amount of money that goes out of the Terri-
tory every year in the form of wages paid to non-resi-
dents. We are all familiar with this problem. Every
spring thousands of workers come here in the fisheries
and on the placers, work a few weeks or months, spend
little or nothing here, and go out with their season’s
earnings virtually intact. Some of them, incredible as
it may seem, actually receive their pay after they have
left the Territory. Many of them, with board and lodg-
ing provided by their employer, do not even expend for
those necessities. It is not fair to Alaska and the Alas-
kans that some share of this great sum derived from
the exploitation of Alaska’s natural resources is not left
in the Territory.

It is therefore proposed to put a 2% tax on all in-
comes earned in Alaska with no exemption for non-resi-
dents, but with an exemption of $1,000 for residents who
are single, $2,000 for residents who are married and an
additional $400 exemption for each child or other de-
pendent. It seems reasonable enough that the man who
comes here and works for two months in the fisheries
and takes out a thousand dollars shall pay the Territory
$20 for the special opportunities which are granted him
here, which are distinetly superior to those available to
him “below.” For the man who earns $1500 in the
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course of five or six months on the placers, the modest
sum of $30 will accrue to the Territory.

For residents, the same rate of tax, subject to the
exemptions, might well apply with rates graduated for
higher incomes on whatever scale the Legislature may
see fit. There may be some question as to the consti-
tutionality of this differential between residents and non-
residents. But there is ample ground for belief that
with the special, peculiar, even unique situation created
by the great seasonal influx and the almost total ab-
sence of expenditure within the Territory by this group,
the courts will give this mnatter favorable consideration.
A good precedent exists im the differential between the
present resident and non-resident fisherman’s license
tax. In any event, the issue ought to be tested once
and for all. Five million dollars annually in wages are
paid in the canned salmon industry alone to non-resi-
dents, who have no stake here whatever and no con-
cern with the Territory except what they can take out
of it during their relatively short sojourn here. The

oll tax payment should be credited against this income
ax payment. The tax would be collected at the source
by deduction from the payroll and thus be collected with
a minimum of expense. The statute can and should be
drawn so that this slight and reasonable tax cannot be
passed on to the employer.

Corporation Income Tax

The net corporation income tax, which in my judg-
ment should be fixed at a flat 4'/, would reach a great
many businesses now paying relatively little to the Ter-
ritory or paying taxes on an arbitrary basis based on
gross volume of business, bearing no relation to actual
income earned. In exchange for this tax, the mercan-
tile and professional license taxes should be abolished,
except where these latter are levied for regulatory pur-
poses. In order to obviate double taxation, a credit
should be given against this Territorial income tax for
federal license taxes paid which accrue to the Territory.

It is my belief that this tax, if correlated closely
with the federal income btax, will not involve great cost
of collection and that it will furnish the fairest kind of
a levy. It will equitably differentiate in the mining
industry between those corporations which make large
profits and those which make slight ones, It will es-
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tablish a just differential between those operators whose
costs are high and those whose costs are low.

At this point it is appropriate to discuss this net
income tax in relation to gold mining.

Seven years ago last fall, the federal government
increased the price of gold from $20.67 to $35 an ounce.
This was a great windfall. There are few, if any, paral-
lels or analogies to it anywhere else in the business or
commercial world in which overnight a commodity
whose market was guaranteed and not subject to com-
petition received such an increase. Let us conjecture
what might have happened had the President, before
definitely determining on this step, called the gold op-
erators of the nation, actual and prospective, into as-
sembly, announced this as a possible action on his part
and asked them what proportion of this increase they
would be willing to return in taxes, if and when the
action took place. I venture to say that, had this hypo-
thetical situation occurred he could have secured a
pledge of a substantial part of that amount. Actually,
of course, no such thing happened. As far as Alaska
was concerned, there was for three years no material
change in its tax on gold. In 1935, with a $16,432,325
production of gold, the total Territorial tax on all min-
ing, including gold, was only $189,678—a trifle over 1%.
Then in 1937 a Territorial tax, called a gross tax, of
37 was put on gold and platinum metals while at the
same time the previous graduated net income tax, still
applicable to other mining, was removed from gold and
platinum metals, Actually it was not a 39 gross tax.
With an exemption of $10,000 from 1937 to 1939, and
since then an exemption of $20,000, what does this so-
called 3% gross gold tax really mean? The enterprise
which takes out $30,000 worth of gold pays actually one
per cent on that amount. Those who take out $40,000
pay 1%, $60,000, 29/, $100,000 pays 2.4%, and so on
up, most operators paying substantially less than 3%
and only those who take out large quantities paying a
sum which approaches that rate. But no one actually
pays the full 3% . Now there is one basic fact about the
extraction of minerals which is peculiar to it and fun-
damental. We have in the Territory a fisheries indus-
try which takes out of the sea products which, varyingly,
depending upon quantity and price, range about 40
million dollars in value each year. But that 40 million,
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granted the continued application and improvement of
our conservation measures, will always be here, It will
be here and furnish livelihood, employment and tax in-
come, next year, the year after, and a generation hence.
Not so with the minerals. Not so with gold. Every
ounce of gold extracted from the rock or gravel of
Alaska once gone, is gone for all time. TIts extraction
will never again give employment to another worker,
will never pay a cent of tax to Territory or Nation.
Every ounce of gold taken out of the soil of Alaska de-
pletes the wealth of Alaska by that amount irrevocably,
finally, forever. Is it not right and proper that that
fundamental fact should have appropriate consideration?
Is it not right and proper that for every ounce of gold
taken out of Alaska some slight equivalent be left for
the Territory and its people? I think so.

For remember, prosperous as the ouflook may be
at any given time, the supply is not inexhaustible. We
see the evidence of that around us on every hand. Other
states once booming and prosperous with mining activ-
ity have vast areas of ghost towns and ghost camps.
Alaska has them.

Take the conspicuous example of Kennecotf. This
was one of the several really famous mines in the his-
tory of copper. Its discovery, the construction of the
railroad over glacial streams and deep mountain gorges,
is one of the romances of modern business and a tribute
to the enterprise of the prospector, the engineer, the
financier. Some $200,000,000 worth of copper was tak-
en out in the course of a generation. What has the Ter-
ritory of Alaska to show for those two hundred million
dollars today? A hole in the ground? No, worse than
that. It actually has a relief problem. And three
towns dependent in varying degree on the activity of
Kennecott are either on their way to becoming ghost
towns or are seriously impaired. A man whom many
of you know formerly had a hotel business in Chitina.
He was forced to abandon it—property which he deemed
worth $70,000—and try to start life anew elsewhere.
The dividends from Kennecott went far and wide. They
enriched many individuals who never saw Alaska and
had no thought of ever coming here, or doing anything
for the Territory; but relief payments paid for by the
people of the Territory doubled in Cordova the year
after Kennecott shut down. And whenever mines near
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a2 community, based in large part on mining, shut down,
the real sufferers and the real victims are the innkeep-
ers and the shopkeepers and the little home owners who
nave put all they had into these local enterprises and
homes. A wiser policy in those days would have been
to levy appropriate severance as well as income taxes,
which could easily have been borne, upon Kennecott’s
roduction and to have invested that money in an Alas-
ka fund for the support of our schools, to build more
roads, to maintain our Pioneers’ Home. The example of
Kennecott should be a warning. We are now in the
fine flush of a mounting gold production. Now is the
time to profit by our past experience.

Now what would be a reasonable severance tax to
place on an ounce of gold—this gold which once taken
never returns? Would one dollar upon a $35 fine ounce
of gold be unreasonable? Would it be unreasonable,
especially in view of the 69 1/3%/ increase enjoyed for sev-
en years by the industry? Would it be unreasonable in
view of the expenditure in that same period of over a
third of the Territorial tax income received from mines,
in roads and other aids directly beneficial to the min-
ing industry? Certainly one dollar severance tax for
the Territory on a $35 fine ounce of gold seems very
reasonable. Well that dollar an ounce is the 3% so-call-
ed gross gold tax. Only let us henceforth not call it
and not consider it as a gross gold tax. Let us call it
and consider it, a severance tax. Let us consider it a
tax which has no relation to costs, income and profits,
but which is simply a repayment to the Territory, to a
very slight fractional degree, for a natural asset irrevoc-
ably removed. But if it is a severance fax, if it is a tax
of approximately one dollar on each $35 fine ounce of
gold taken from the ground, then let it be paid on every
ounce of gold that is extracted.

Do you realize how much gold, under the $20,000
exemption, is actually leaving Alaska without being
texed? 1T is not possible to give this figure with abso-
lu'e accuracy, We know that in 1939, 180 operators,
who did pay a gold tax fo the Territory, removed $3-
00,000 worth of gold on which thev were not liable to a
tax. Of the more than 600 smaller operators, who conld,
under the present law, remove up to $20,000 without pay-
ing any tax to the Territory, it is highly probable that
they took out upwards of $1,000,000. The Territorial
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Department of Mines estimates that over $4,600,000 of
gold was taken out without tax in the year 1939. For
the year 1940 the Department estimates that over five
million dollars will have been taken out without paying
a cent to the Territory. And it is gone forever!

Clearly, this is not right. It seems to me reason-
able and proper that we should continue as a matter of
course our present 37/ tax which we may roughly con-
sider a dollar for each $35 fine ounce; and that we should
(after these seven years of exemption) abolish the ex-
emption, making it a true severance tax, and then tax
the profits of mining by the proper device of a corpor-
ation income tax based on net income, at a rate which
I have suggested be 4¢;. This, I view as a reasonable
and moderate proposal, which will give the Territory
some participation, and will in no sense burden the
industry.

‘General Property Tax

Alaskans who live in incorporated towns pay gen-
eral property taxes, the rate of which varies between
10 and 20 mills; by law it cannot exceed 20 mills. Alas-
kans who live outside these incorporated towns pay no
property tax. Their number is increasing. Highways
are provided for their convenience; transportation is pro-
vided for their children to modern schools largely main-
tained by the Territory. Out of public funds tuition is
paid for these children by the Terirtory; in short all of
the services provided by the Territory for the urban tax-
payer are extended to the rural non-taxpayer. This is
an unjust discrimination against those who live inside
incorporated towns. A Territorial property tax which
is limited by the Organic Act to 10 mills—certainly not
an excessive rate—would go far to equalize the present
unjust disparity. This Territorial tax would be refund-
ed to the residents of the towns who are already paying
a property tax. The refund could be accomplished in
several ways.

While this statute should be broad enough to apply
to all types of land and interests therein, certain classes
of property may well be exempted from taxation. In-
tangible personal property should be exempted partly
because of the difficulties of collection and partly be-
cause a tax on personal income would seem a far more
equitable way of reaching the proceeds of such intang-
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iples. Likewise the taxing of household goods and fur-
nishings of the home owner seems undesirable; we should
encourage the improvement of homes and their furnish-
ings. The property of charitable and religious organiza-
tions should of course be exempted.

A second great value of this property tax would be
to permit the recovery of a vast expanse of patented
jand and patented mining claims, the owners of which
have died, or disappeared. This dead hand upon hun-
dreds of thousands of Alaskan acres cannot be removed
by any other practical method than taxing this property,
however lightly, and permitting foreclosure upon it for
non-payment of taxes after a period of years. An inven-
tory by the Alaska Planning Council, as of May 30, 1939,
showed a total of 132,476 acres of mineral lands and 138,-
164 of non-mineral lands surveyed for patent within the
Territory. Only a small fraction of these surveys were
not perfected and patented. Some of these tracts are
owned by corporations now dissolved or not doing busi-
ness in the Territory. Some are individually owned but
their owners have left Alaska; in most instances their
whereabouts are unknown. These lands fall into three
types—mineral, agricultural, industrial.

Among the mineral lands are numerous lode min-
ing claims located mainly in Southeastern Alaska. Vir-
tually all of Douglas Island and much of the mineral
area in the Ketchikan district are in this category. But
similar lands, including some placer ground, are found
in almost every section of the Territory.

To a more limited degree, this is true of agricul-
tural land, a factor of increasing importance now that
agriculture is beginning to develop in central Alaska
and the need for food production is being accentuated
both on military grounds and for the general purpose
of increasing the self-sufficiency of the Territory. In
the Matanuska Valley, progress is definitely impeded
because considerable areas of good farm land required
for the extension of existing farms are held by vanished
owners.

Among the industrial plants are abandoned salmon
canneries and other fishery manufacturing plants. In
a number of places, the equipment has been removed
from the buildings, which are not kept in repair and are
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evidently abandoned. Others have not been operated
for years.

The problem of restoring these properties to use
is being steadily aggravated with the passage of time,
and has been the subject of study and concern by for-
mer executives of the Territory and legislators. The
tax and foreclosure method is apparently the only prac-
tical way in which this important situation can be met
and is one of the most compelling reasons for the en-
actment of a general property tax.

Likewise it is possible to classify lands for tax pur-
poses. Farm lands should be classified at a purely nom-
inal rate for the time being, solely for the purpose of re-
covering lands held for speculative purposes or whose
owners have disappeared. In general, this form of tax-
ation will serve usefully to prevent speculative holding
of I(z:ii.nd and interests therein at no cost whatever to the
holder.

To avoid unduly inereasing the tax burden upon
mines and fisheries, I recommend that the property tax
upon the operating properties of these industries be al-
lowed as a credit against the mining severance tax and
the pack tax on fisheries products.

To recapitulate, this program-—consisting of a per-
sonal net income tax, corporate net income tax and a
general property tax along the lines here suggested, to-
gether with the existing severance tax on mining and
the existing gross pack and fishing license taxes—will per-
mit the outright repeal of the Territorial license taxes
on cold storage plants, meat markets, bakeries, power,
light, telephone and water companies, sawmills, optom-
etrists, dentists, osteopaths, attorneys, undertakers, em-
ployment agencies and public messengers. Furthermore,
it will amount to virtual repeal, by allowance of credits
against the net income tax of the miscellaneous federal
license taxes upon hotels and restaurants, theatres, drug
stores, jewelers, insurance agents, public halls, bowling
" alleys, pool and billiard rooms, abstract offices, real es-
tate dealers, transfer companies, itinerant physicians,
patent medicine vendors, peddlers, taxidermists and
pawnbrokers.

The enactment of these three new revenue laws,
should the legislature see fit to adopt them, would of
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course involve a certain expansion of the existing ma-
chinery of tax administration and collection in the Ter-
ritory. For purposes of assessment, a final tax author-
ity or board of review is necessary. It has occurred to
me that such a board might well consist of the Territor-
jal Treasurer, Auditor and the Attorney General—three
elected officials having the confidence of the commun-
ity, whose functions ex-officio qualify them supremely
py experience and present duties to deal with revenue
measures. They will probably reqguire an execulive sec-
retary or other administrative officials whose selection
may be left to them if the legislature so desires, or be
appointed by the Governor subject to confirmation by
the legislature if you prefer, or some third alternative.
These are details of administration, though important
ones.

The drafting of fax legislation, or indeed of any
legislation, is a technical and often somewhat complex
assignment. Certain members of the legislature during
recent months have expressed to me the desire to secure
competent legal draftsmanship for the assistance of the
legislature during its session. Following this indication,
I sought to obtain such service. I approached the Pub-
lic Administration Clearing House of Chicago, a well
known, highly reputed, endowed, non-profit agency
which has specialized in furnishing assistance of various
types to federal, state, county and municipal govern-
ments. Through this agency I was fortunate in secur-
ing, without expense to the Territory, the loan for a
period of three months of Mr. Alfred Harsch, Professor
of Law al the Universily of Washington, who has special-
ized in problems of taxation and is the author of sev-
eral publications on the subject. He began his tax work
over 12 years ago in the State of Washington, participat-
ing in the drafting of that State's net income tax initia-
tive, which was approved in 1932, Mr. Harsch in 1933
acled as technieal advisor to the revenue committee of
the Washington House of Representatives, and assisted
in the preparation of the Business and Occupation Tax
Act, From 1933 to 1935 he acted as Counsel for the
State Tax Commission and prepared a complete revis-
ion of the excise tax laws of the State, including a cor-
porate and personal net income tax measure, which
the Legislature adopted in 1935. Since the fall of 1935,
Mr. Harsch, while acting as Professor of Law at the
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University of Washington and teaching taxation, has
also acted as consultant upon local tax problems.

While Mr. Harsch has been engaged during the
last few weeks in preparing for your consideration drafts
of these broadly outlined tax proposals, he will. during
the balance of the session, be at the Legislature's dis-
posal for such drafting work, such legal advice, and
other assistance as you desire. In this capacity, he will
be available not for the purpose of projecting any par-
ticular ideas of his own, but to assist you in formulating
in technically correct and legally competent form such
legislation as you may desire to introduce. I consider
that we are all fortunate in being able to avail ourselves
of Mr. Harsch’s technical competentence and broad expe-
rience. The services of Mr, George Folta should likewise
be available to you, subject to the limitation of his duties
as counsel for the various federal agencies.

Inheritance Taxes

Aside from the general program of tax revision
which has been previously discussed, a strengthening of
the existing inheritance tax law appears worth consid-
ering. Under the federal estate tax, a credit to the ex-
tent of 807 of the basic [ederal tax is allowed in the case
of a decedent who has paid this amount as inheritance
tax to the state in which he was domiciled. Alaska’s
inheritance tax does not always equal 807, of the federal
tax. An amendment to take full advantage of the pro-
vision for the credit on federal tax seems desirable be-
cause it would not increase the total amount of estate
and inheritance taxes paid by an Alaska decedent, but
would permit the Territory to retain a portion of the
tax which is now paid into the federal treasury, In other
words Alaska would get what now goes outside. There
is also need for a redefinition of the transfers of prop-
erty subject to inheritance taxation. Since the adop-
tion of Alaska’s inheritance tax law, judicial interpre-
tation and conveyancing devices have made possible
certain avoidances of the Territorial inheritance tax.
Federal and state statutes, generally, have been amend-
ed to prohibit this avoidance and it seems advisable
likewise to amend the Alaska statute, and so prevent
these needless leaks. This does not involve any increase
in rates.
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Juvenile Delinquency

yarious other matters I desire to call to the Legis-
jature’'s attention, although I have trespassed too long
on your time and would like to reserve j;he privilege of
addressing you again later in the session should the
need arise. Other new legislation, is, I believe, desirable.
our statute concerning juvenile deliquency is defective
in that dependent children who,_ through no fault of
their own, happen to be in unsuitable homes or pave
peen guilty of minor offenses, are classed as cnmmqls
and are thus stigmatized for life. A bill to correct this,
]_n'epared with the assistance of the Unifed States Chil-
dren’s Bureau and modeled closely after widely-accepted
state legislation will be submitted to you with the recom-
mendation of the Department of Public Welfare and
the endorsement of various civie bodies in the Territory.
I bespeak for it your most sympathetic consideration.

Mothers’ Aid

Likewise the provisions for allowances to mothers
for support of indigent children, in which Alaska pion-
eered, should be liberalized to permit their application in
cases where the responsible guardian is an aunt, grand-
parent, other relative or qualified person.

Property of Persons Receiving Relief

The Territory requires better protection in the case
of individuals receiving relief who are property owners.
Present statutes, as interpreted, give a prior lien to
the Territory, in case of death, for reimbursement of
amounts paid to individuals as relief, but give the Ter-
ritory no prior claim during the lifetime of a relief re-
cipient. I therefore suggest legislation empowering the
Territory to file liens against property of such recip-
ients. This will establish the claim of the Territory
in such a way as to discourage or prohibit transfers of
property during the lifetime of any relief recipient, which
in the past have resulted in the Territory’s being deprived
of its right to reimbursement.

Employment of Alaskans

Under the far-reaching provisions of Federal Social
Security Legislation, and thereupon adopted in cooper-
ation with the Federal government by state and terri-
torial legislatures, as it was here four years ago, govern-
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ment, for the first time, made employment—the oppor-
tunity and the right to earn a livelihood—a matter of
its own concern. Here in Alaska it became possible
for the first time for those desiring work to register with
a public agency, the Territorial Employment Service,
and to be put in touch without cost with all possible
opportunities for employment. Likewise this was a val-
uable service for the employer. Here in Alaska our own
Territorial Employment Service has a special signifi-
cance related to the imperative necessity to secure for
Alaskan residents the first right to work in Alaska. 'You
probably know that discriminafion against Alaskans
took place even on some of the Navy defense projects
at the start. A contract between Seatfle labor unions
and the contractors favored workers from “outside” in
priority of employment and other respects. I considered
this an outrage, but I am happy to report that as a
result of vigorous representations which I finally found
necessary to carry personally up to the Secretary of the
Navy, this situation has changed and the Territorial
Employment Service now gets first consideration from
the Navy in its efforts to place properly qualified resi-
dents of the Territory. The Service is increasingly be-
ing recognized and ufilized by other employers. The
struggle to give Alaskans first claim on Alaska employ-
ment is an important sector on our larger battle front;
that struggle must be intensified, must be carried on
unrelentingly and uncompromisingly and extended to
every branch of private industry as well as to public
undertakings. The record of this Territorial Employ-
ment Service is most gratifying and deserves to be call-
ed to your special attention. In 1938, its first year, it
placed 3,606 Alaskans in jobs; it placed 5,231 in 1939,
and €,917 in 1940.

Unemployment Compensation

Unemployment compensation is a natural corrollary
of the governmental effort to help secure employment.
Adopted throughout the Union, unemployment benefits
from the Alaska Unermployment Compensation fund
first became payable here two years ago. As first drawn
the law applies only to employees in establishments em-
ploying eight or more for twenty weeks, but since that
time this provision has been generally liberalized. 1t
seems distinetly unfair that an employee working with
seven others is entitled to these benefits, while one
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working in a smaller establishment is not. The Social
gecurity Board is urging all States to revise and liberal-
ize their laws to include all employees under the unem-
sijoyment insurance laws. Such an amendment seems
to me just and desirable.

praffic Law

with the impending exiension of our highways (for
it is my conviction that the construction of the trunk
highway system sponsored by the Territorial Highway
Engineer will shortly begin), I recommend the enact-
ment of a Territorial traffic law. The Alaska Planning
Council is now completing a factual study of traffic leg-
islation in the States which will be of material assist-
ance in adapting the best practice elsewhere to the Ter-
ritory’s special conditions. Reckless driving, with ser-
jous injuries and fatalities, is likely to increase unless
adequate steps are taken fo establish a punitive code and
provide for its enforcement. Regulations concerning the
weight of loads and dirnensions of trucks, and their
relation to automobile license fees, should be part of
this.

Health Department

I consider it important that our Department of
Health be legalized, and furnished with the powers and
facilities to cope with the new and important health
problems, made greater by the recent influx of new-
comers and by the steady growth of our widely scattered
population. T hope that this session will enact a suit-
able law aiming tn achieve this objective.

City Manager Law

Acute growing pains afflict a number of municipal-
ities, and existing facilities for water supply, sewage dis-
posal, fire prevention and policing, street and dock space
are sorely overtaxed. These communities need assist-
ance, often guidance, in meeting their problems in con-
formity with modern mefthods. The recent success of
the Alaska Planning Council in obtaining from the*
National Resources Planning Board, without cost to
the Territory, the services as consultant on municipal
problems of an Alaskan engineer familiar with the
problems of the Territory, is most gratifying, and will
be highly useful. In addition, I deem it helpful to en-
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act legislation to permit such communities as may de-
sire to hire a City Manager—a competent engineer fa-
miliar with and especially trained in the great variety of
municipal problems. Several communities have express-
ed to me an interest in this form of government. Under
present Alaskan law, such expert in city management
could serve only for the length of the term of the muni-
cipal council that hired him; and the best talent could
probably not be secured for such a short tenure.

Territorial School Lands

An inventory of the surveyed land of Alaska as of
May, 1939, listed 100,881.71 acres of public school lands,
and University of Alaska school lands 11,845.93 acres.
There is a deficiency in these items of 29,115 acres.
Under the Act of Congress, if the Territory is to obtain
lands in lieu of this deficiency, it will be necessary for
the Legislature to create a land board and specifically
authorize it to select the lieu lands. Inasmuch as the
amount of school lands and deficiencies will increase
as the program of rectangular surveys is carried out
by the U. S. General Land Office, it seems wise that
provision be made for the Territory to protect its inter-
ests.

1 believe it unnecessary to create a salaried board
for this purpose, and suggest that an ex-officio board
composed of heads of Territorial departments now in ex-
istence be authorized and empowered to handle this
matter,

Bounties

Over a quarter million of dollars—$260,000—were
expended on bounty payments in the last biennium on
wolves, coyotes, hair seals, eagles and trout. The use-
fulness of these various bounties, the amount of damage
done by the predators on which bounties are paid, the
effectiveness of the bounty method of extermination as
against some other method where extermination appears
‘desirable—these are varyingly controversial issues. With
so large a sum involved it would seem only proper that
those who desire to expend these public monies should
assume the burden of proof that these expenditures are
essential and represent the best method of dealing with
the situation.
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since the last meeting of the Terrtiorial Legisla-
yure, eagles, on which the Territory has been paying a
pounty of $1.00, have been protected by Federal statute.
1t is now against the law to Kkill an eagle anywhere
in the United States except in Alaska. While Alaska
was exempted out of consideration for existing Territor-
ial legislation, it would seem reasonable for us to move
in the direction of practice now established everywhere
else and at least to cease paying a bounty on this nation-
al bird.

Twenty-five thousand dollars was appropriated for
the last biennium for Dolly Varden trout bounties.
There seems to be little question that quantities of rain-
pow trout tails and young salmon tails have been in-
cluded in the trophies presented for collection. Further,
Dolly Varden trout are admittedly predators on stickle-
pack which in turn are destructive of salmon. The Fish
and Wildlife Service has expressed to me its view that
such expenditures are unwarranted unless and until care-
ful research establishes their value. However this is a
question for the Legislature to decide. Meanwhile no
request has been made for funds to continue eagle and
trout bounties.

The matter is treated more fully in the current bien-
nial report of the Territorial Board of Budget, signed
by the Treasurer, Auditor and Governor, and I commend
this fuller treatment to your attention. A good deal of
the bounty legislation in the past has been in part moti-
vated by the economic needs of Alaskans, who are assist-
ed through these bounties. It is, I think desirable not
to confuse this issue with relief. Federal and Territorial
appropriations are increasingly taking care of that as-
pect of the problem.

Permanent Conciliator for Alaska

Every season disputes between employer and em-
ployee which apparently could not be settled by discus-
sion and agreement have stopped the wheels of industry,
created unemployment, interrupted the orderly flow of
commerce throughout our communities. When strikes
have been called and after they have continued for some
time it has been customary for one or both parties to
the conflict to call upon the Conciliation Service of the
United States Department of Labor to send an arbitrator
from the States. Believing that Alaska was entitled to
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a full-time official with these duties, both because of our
general objective to cease being considered and treated
as an appendage of some unit “down below,” and because
such an official constantly on the job here would tend
to speed settlement of industrial disputes, I requested
and secured the full-time services of such a conciliator,
who beginning last spring was stationed here and will
so continue. Every effort should be made to arrive at
a peaceful settlement of industrial disputes because of
the damage and cost to the entire communtiy of the in-
terruptions caused by strikes.

Workmen’s Compensation Act

In an effort to improve industrial relations certain
inherent weaknesses that experience seems to have re-
vealed in the Territorial Workmen’s Compensation Act
ought to be corrected.

1. The existing law provides coverage only in op-
erations where five or more employees are engaged. It
is manifestly hard on a worker who loses an arm or an
eye to receive no compensation if there happen to be
only four fellow-workers or fewer. Complete coverage
would seem elementary justice if we accept the prin-
ciple of compensation for injuries, which I assume all do.

2. Coverage should also be extended to include
Territorial employees. Federal employees are now pro-
tected by Federal law. Let’s do as much for our own.

3. The present law requires that all disputed com-
pensation cases may be setiled only by compromise or
by suit in Court. Settlement procedure should be sim-
plified in cases where relatively small sums are involved.
By authorizing some existing Territorial official or
agency to assist in the collection of small claims where
employers fail or unreasonably delay settlement, we may
rectify an occasional injustice and at the same time
avoid setting up costly and cumbersome administrative
machinery.

4, Employers should be made accountable to some
Territorial board or agency, to which reports should be
made at regular intervals regarding the collection and
use of the so-called medical and hospitalization fund,
to which employees contributed. At present there is no
such accounting.
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5. The clause in the existing Workmen’s Compen-
sation law which provides that when a fatality occurs
to an unmarried person without dependents the pay-
ment of a certain sum be made to the Territory, “to be
credited to the current appropriation for allowance to
aged residents,” has been declared unconstitutional.
its unconstitutionality arises from the diversion of the
money to a purpose unrelated to the subject of the act.
competent authorities have suggested that a legally
sound substitute for this clause may be framed by pro-
viding that the sum paid to the Territory be credited to
a Rehabilitation and Second Injury fund, to be used for
the sole benefit of those entitled to partficipate therein.
A study of the advisability of incorporating such a
clause in the law is recommended.

Investigation of Steamship Freight Rates

In 1939, the legislature adopted a joint memorial
asking for an investigation of the freight rates on water
carriers operating between the States and Alaska, stat-
ing that they were excessive and that further unjusti-
fied increases were expected which would threaten the
economy and well-being of Alaska. In Washington last
spring, I transmitted this memorial to the United Statfes
Maritime Commission, requesting action thereon. An
investigation was ordered, and hearings were held last
summer at Seattle, Ketchikan, Juneau and Anchorage.
Meanwhile the anticipated further increase had been
made and the commission permitted the new rates on
condition that should they be held unjustified, all in-
creases collected thereunder would be refunded to the
shippers. The decision of the Maritime Commission
should be available shortly, but meanwhile I have a copy
for each member of the legislature of the brief presented
by the eommission's attorneys. While we do not know
that the Maritime Commission will act upon the recom-
mendation of its attorneys, it is interesting to note that
they sustain the legislature’s contention that the freight
increase of last spring was unjustified.

Conclusion

I have noted that my predecessors in their messages
have urged the legislature to refrain from sectionalism,
and I think it may be said at this time that there is so
much in prospect for each section of Alaska, if we live
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up to our opportunities, that no division and no part of
the Territory need feel seriously concerned about its
share of the general welfare. The program which I hope
you will see fit to adopt here will be of such far-reach-
ing benefit to all Alaska that we will have little time or
concern for keeping books on which section gets the
most. I would like to urge, also, that in view of the im-
portance of our problems, consideration of them be begun
promptly and be not deferred to the latter days of the
session. Sixty days are none too many for mature con-
sideration of the many matters before you.

Finally, at this time of crisis in world affairs when
our system of government by consent of the governed
is challenged from within and without as never before
in its history it behooves all of us public servants to
feel more keenly than ever our responsibility to make
our democratic system work, and demonstrate by
actions our faith that whatever may be its faults it is
still the best system yet devised by man.

ERNEST GRUENING,
Governor.

It was moved by Senator Walker, seconded by Rep-
resentative Rogge, that a rising vote of thanks be ex-
tended to the Governor for his splendid message. Mo-
tion unanimously carried.

It was moved by Senator Coffey, seconded by Repre-
sentative Rogge, that the Joint Session adjourn. Motion
carried, and so the Joint Session adjourned.

IN THE HOUSE

After adjournment of the Joint Session the Speaker
called the House to order.

PRESENTATION OF PETITIONS, MEMORIALS
AND RESOLUTIONS

HOUSE JOINT MEMORIAL NO. 2, by Messrs. James
V. Davis and Harvey J. Smith, addressed to the Congress
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of the United States, urging the passage in Congress of
a bill known and designated as H. R. No. 94, entitled:
«an Act to forbid the appointment of any person but a
resident of the Territory of Alaska to the office of Gov-
ernor of said Territory,” was received, read the first time
and referred to the Committee on Judiciary and Federal
Relations.

ORDER OF THE DAY

The Speaker announced that a reception was being
held this evening at the Governor’s Mansion, to which
all members of the House were particularly invited, and
expressed the hope that all members would attend.

Mr. Lyng, Chairman of the Committee on Rules,
advised that immediately after adjournment the House
Committee on Rules would meet with a like Committee
from the Senate.

Thereupon, on motion of Mr. Rogge, seconded by
Mr. Harvey J. Smith, the House adjourned until 10
o’clock A. M., January 30th, 1941.

LAWRENCE KERR,
Chief Clerk of the House.
Approved:
January 30, 1941.
H. H. McCUTCHEON,
Speaker of the House.





